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2024 in a Nutshell 

Reykjavík Energy introduces its new corpo-
rate strategy under the statement: "We 
 Enable a Sustainable Future." The  company’s 
new branding is also unveiled, followed by 
implementation within its subsidiaries. 

"We aim to be a driving force by focus-
ing on the success of others—because 
we want to be a strong partner that 
helps communities thrive. Our success 
is measured by the success of others." 

– Sævar Freyr Þráinsson, CEO of Reykjavík 
Energy 

ON Power publishes an international ad-
vertisement seeking interest in purchasing 
150 megawatts of electricity from its power 
plants. 

"It is our duty to our owners and soci-
ety as a whole to offer the energy we 
generate at market price—this is part 
of that responsibility." 

– Árni Hrannar Haraldsson, CEO of ON 
Power 

Reykjavík Energy’s climate accounting re-
ceives independent international certifi-
cation, significantly enhancing its reliability. 
Previously, the Science Based Targets initia-
tive (SBTi) confirmed that the company’s cli-
mate goals align with the Paris Agreement. 

"This is an important step—one that, 
as far as we know, no other Icelandic 
company has taken yet. It marks a sig-
nificant milestone on our journey to-
wards net-zero emissions." 

– Hólmfríður Sigurðardóttir, Head of 
Environmental Affairs at Reykjavík Energy 

Veitur Utilities establishes a truck-based 
hot water supply as a volcanic eruption 
 threatens infrastructure in the Reykjanes 
region. Hot water is transported by tank-
er trucks to protect the pipeline system and 
 facilitate the restart of the heating utility. 

"Once it became clear that Reykjanes 
residents were facing a hot water 
shortage, we devised the truck-based 
supply after carefully considering how 
we could assist effectively." 

– Hrefna Hallgrímsdóttir, Head of District 
Heating at Veitur 

January

March

February

April
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Reykjavík Energy and the City of Reykjavík 
sign an agreement ending more than a cen-
tury of the company’s and its predecessors' 
use of the Elliðaár River for electricity gen-
eration. 

"When power production ceases, the 
operator has a duty to restore the en-
vironment as much as possible. Today, 
Elliðaárdalur is no longer barren land 
like it was in the early 20th century—it 
has become one of the capital area’s 
most popular outdoor recreation spac-
es." 

– Sævar Freyr Þráinsson, CEO of Reykjavík 
Energy 

Reykjavík Fibre Network and the technology 
firm Tölvun expand their partnership to pro-
vide telecommunications services to homes 
and businesses in Vestmannaeyjar. 

"We want to enable all telecom provid-
ers to offer their subscriptions over the 
fibre networks that municipalities have 
been developing extensively in recent 
years." 

– Einar Þórarinsson, CEO of Reykjavík Fibre 
Network 

New ON Point charging parks open in Reyk-
javík, Akranes, and Borgarnes. 

"At ON Power, we take great pride in 
launching these charging parks, which 
are part of our broader effort to ex-
pand the ON charging network. This 
is our contribution to the energy tran-
sition." 

– Árni Hrannar Haraldsson, CEO of ON 

 

ON Power and Iceland Drilling sign an 
agreement for the drilling of eight produc-
tion wells for ON in the Hengill area be-
tween 2025 and 2027. 

"ON is a key producer of both hot wa-
ter and electricity, and we want to en-
sure uninterrupted service for our cus-
tomers in the long term." 

– Árni Hrannar Haraldsson, CEO of ON 
Power 

JuneMay

July August
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The Council of Europe Development Bank 
(CEB) approves a €75 million loan to Reyk-
javík Energy to develop utility networks and 
enhance their resilience to climate risks and 
natural disasters. 

"This is a crucial step in securing fund-
ing for these essential projects and en-
suring future quality of life for residents 
and businesses." 

– Sólrún Kristjánsdóttir, CEO of Veitur 
Utilities 

Reykjavík Fibre Network and Snerpa sign 
an agreement for expanded collaboration, 
increasing opportunities for other telecom 
companies in the Westfjords. 

"Since 2022, RFN has offered data 
transport services in rural areas, aim-
ing to leverage our infrastructure and 
expertise to simplify and optimise 
business operations." 

– Einar Þórarinsson, CEO of Ljósleiðarinn 

Reykjavík Energy and Veitur Utilities sign a 
contract with North Tech Drilling for the drill-
ing of up to 35 geothermal wells, in one of the 
largest drilling tenders in recent years. 

"We are moving forward in securing 
energy resources and ensuring a sus-
tainable energy supply for the future." 

– Hera Grímsdóttir, Chief Research and De-
velopment Officer of Reykjavík Energy 

Carbfix signs agreements with Elkem Ice-
land and Grundartangi Development Com-
pany to capture and store carbon dioxide 
emissions from Elkem’s plant. 

"We anticipate that more companies 
and industries will follow, helping to 
counteract the severe climate changes 
already underway." 

– Edda Aradóttir, CEO of Carbfix 

September

November

October

December
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Services

Akranes
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Manager’s 
Overview 

Operating year 2024 2023 2022 2021 2020

Amounts are at each years price level in ISK millions 

Revenues 66,782 61,169 55,644 51,890 48,627 

Expenses (27,720) (25,469) (21,220) (18,380) (19,172)

    Thereof energy purchase and distribution (7,191) (7,264) (6,718) (5,872) (5,793)

EBITDA 39,062 35,701 34,424 33,510 29,454 

Depreciation and amortisation (16,830) (15,797) (14,439) (13,257) (13,056)

EBIT 22,232 19,904 19,984 20,253 16,398 

Cash flow statement

Received interest income 1,066 591 313 256 397 

Paid interest expenses* (8,037) (7,040) (5,061) (4,398) (4,940)

Net cash from operating activities* 29,725 27,672 26,358 25,582 23,152 

Working capital from operation 29,113 27,465 27,587 23,675 22,357 

Liquid funds 31.12.2024 31.12.2023 31.12.2022 31.12.2021 31.12.2020

Deposits and marketable securities 11,594 8,670 11,071 14,657 14,867 

Cash and cash equivalents 16,438 10,342 6,651 10,320 15,820 

Undrawn credit lines 4,550 14,660 9,100 9,629 11,776 

Liquid funds total 32,582 33,672 26,821 34,606 42,463 

*The year 2022 is adjusted for the settlement of the currency agreement with Glitnir (court case). 

Electricity generation (GWh)  3,384  3,509  3,494  3,545  3,581 

Hot water production (million m³)  119  112  107  104  107 

Water production (million m³)  30  32  29  28  28 

Data volume (Terabytes)  574,000  518,000  443,000  396,000  345,000 

Carbon intensity of electricity generation (g CO₂-eq/kWh)  7.3  7.3  7.5  7.3  7.8 

Carbon intensity of heat production (g CO₂-eq/kWh)  3.7  3.5  4.0  3.7  3.7 

Mineralized CO₂   12,100  12,500  12,300  13,400  11,500 

Unexplained gender pay gap 0.59% -0.10% 0.10% -0.20% 0.03%
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Financial Ratios
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Chairman and CEO’s Introduction 
In 2024, Reykjavík Energy positioned itself for 
progress based on its new corporate strategy, 
which was formally approved by all owners mid-
year. This strategy clearly outlines how RE will sup-
port a growing society, households, and businesses 
through innovation in energy, utility services, and 
carbon sequestration. 

"We are the driving force of a sustainable future" 
is the guiding statement of the new strategy and, 
at the same time, the shared motto of the entire RE 
group. The strategy also declares the changes that 
the companies within the group have embraced. 
Across the RE group, organisational changes were 
made to reflect the priorities of this new strategy, 
which is built on the following pillars: 

Increased supply and sustainable solutions af-
firm Reykjavík Energy’s leadership in the energy 
transition and the journey toward carbon neutral-
ity. We support growing communities, households, 
and businesses by expanding energy production, 
utility services, and carbon sequestration efforts. 

Innovation and strong collaboration, where we 
take a leading role and are a sought-after partner 
for cooperation. We work alongside our owners, 
municipalities, households, and businesses with 
mutual benefits as our guiding principle. 

Success-oriented team and sustainable oper-
ations. We are an ambitious, agile, and diverse 
workforce delivering efficient and reliable opera-
tions. Employee well-being, growth, and ambition 
are directly linked to our overall drive and goals. 
We actively work to strengthen international com-
petitiveness through knowledge and skill develop-
ment, empowering employees with the authority to 
make decisions and create impact. Gylfi Magnússon Chair of the Board and Sævar Freyr Þráinsson CEO.
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For the customer, as the ultimate purpose of Reyk-
javík Energy’s work is to create value for a diverse 
group of customers, including households, busi-
nesses, and municipalities. We innovate and deliv-
er outstanding service. 

Ambitious goals have been set to support these 
strategic priorities. 

Solid Finances 
Reykjavík Energy’s solid financial standing pro-
vides the foundation for the growth envisioned 
in its new strategy. Revenues are increasing, and 
projections indicate that annual revenues will have 
grown by one-third over this decade. This revenue 
growth is based on three key pillars: 

1. The growth of the communities RE serves in var-
ious ways. 

2. New revenue-generating investments made by 
the group’s companies. 

3. Increased returns from existing assets, with one 
of the most significant factors being securing 
fairer pricing for electricity supplied to heavy 
industry. 

Among the new investments are Carbfix’s plans, 
which are expected to create an entirely new rev-
enue stream—income generated from the perma-
nent and responsible sequestration of CO₂ from 
industrial sources. This represents a significant en-
vironmental milestone, not just for Iceland but for 
the entire world, while also delivering substantial 
financial benefits to the country and its people. 

According to this annual report, RE’s equity stands 
at ISK 265.7 billion, with an equity ratio of 52.1%. 
Based on the current financial forecast, equity is 
expected to grow by more than a quarter by the 
end of 2029. 

Reykjavík Energy operates in a capital-intensive 
industry. Expanding utility networks and maintain-

ing the thousands of kilometres of underground 
pipelines is costly. Power plant developments re-
quire significant investment, and the infrastructure 
needed for carbon sequestration also demands 
substantial financial resources. Access to financing 
on favourable terms is, therefore, a critical factor in 
RE’s financial efficiency. 

The past few years have been financially chal-
lenging for many companies. Inflation has been 
high, and interest rates have remained elevated. 
RE has certainly felt the impact of rising interest 
rates, but access to capital has remained smooth. 
This is mainly due to the company’s clear financing 
framework, which has earned the highest rating for 
the sustainability of its infrastructure projects. 

At its core, Reykjavík Energy is an environmental 
company, providing natural resources responsibly 
to households and businesses. When managed 
with care and respect for future generations, this 
translates into access to financing on more favour-
able terms than would otherwise be available. 

Focus on Sustainability 
The concept of sustainability has been part of pub-
lic discourse for nearly 40 years, ever since the 
United Nations published the Brundtland Report in 
the autumn of 1987. Over time, the understanding 
of what sustainability means for business opera-
tions has gradually evolved, and soon, legislation 
will formalise the definition adopted by govern-
ments in our region as a cornerstone of responsible 
business practices. Transparency is at the heart of 
this implementation, with the legislation primarily 
focusing on ensuring clear corporate disclosures in 
annual reports. 

This is RE’s first annual report prepared consider-
ing the forthcoming regulations. The EU Corporate 
Sustainability Reporting Directive (CSRD) has al-
ready come into force for large companies within 
the EU and is expected to extend in the coming 

months to equivalent companies within the Euro-
pean Economic Area (EEA). Under these regula-
tions, companies must regularly report on sustain-
ability-related aspects of their operations beyond 
financial performance—including environmental, 
climate, social, and governance factors—as part 
of their mandatory disclosures and audits. 

Reykjavík Energy has been a pioneer in sustain-
ability reporting in Iceland. Since the turn of the 
century, the company has consistently published 
either dedicated environmental reports or inte-
grated annual reports, covering all key sustain-
ability aspects. Therefore, adopting new EU reg-
ulations is a natural continuation of RE’s existing 
transparency practices rather than a fundamental 
shift. However, the legal requirements for the reli-
ability of corporate sustainability disclosures rep-
resent a significant and meaningful milestone. 

In this 2024 Annual Report, RE’s board and CEO 
have sought to align with the forthcoming legisla-
tion. The decision to implement these standards 
now—rather than waiting for the official govern-
ment mandate—is because parts of the EU sustain-
ability framework have already been incorporat-
ed into Icelandic law. EU regulatory requirements 
already influence RE’s engagement with financial 
markets. 

For instance, in the 2023 annual report, RE classi-
fied revenues, expenses, and investments per the 
EU Taxonomy Regulation, which has already been 
in effect for the company. Additionally, RE’s updat-
ed financing framework, issued in autumn 2024, 
was developed in compliance with the same regu-
latory requirements. 

The Dark Green Reykjavík Energy 
A particularly pleasing milestone in the release 
of RE’s financing framework was that an inde-
pendent assessment by the international rating 
agency S&P Global awarded it the highest rating, 
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classifying it as "Dark Green". Furthermore, S&P 
determined that all eligible operations within the 
Reykjavík  Energy group planned for financing un-
der this framework meet the stringent sustainabil-
ity requirements of the EU Taxonomy Regulation. 
Assessments like these reinforce the confidence 
of the company’s board and management that RE 
is exceptionally well-positioned to lead the green 
transition that must take place. 

Since issuing its first Green Financing Framework in 
2019, financing under this framework has become 
the dominant form of funding within the group, 
both through bond issuance and direct loans. Cur-
rently, 66% of RE’s financing falls under the frame-
work. 

Another notable change in the group’s financing 
structure is that only 20% of its loans are now direct-
ly guaranteed by its owners—the City of Reykjavík, 
the Municipality of Akranes, and the Municipality 
of Borgarbyggð. In contrast, at the end of 2010, this 
figure stood at 93%. 

In 2024, discussions emerged regarding how RE’s 
debt should be recorded in the financial statements 
of its owners. RE is part of the City of Reykjavík’s 
consolidated accounts, meaning that all its liabili-
ties are included in the city’s calculated debt ratio 
under Icelandic municipal legislation. This means 
that, regardless of RE’s assets, equity, cash flow, 
profitability, or dividend payments, its recorded 
debt is always counted as a burden on the city’s fi-
nances—even though the city is not responsible for 
repaying these debts. This rule does not apply to 
energy and utility companies owned by the state. 

A temporary solution to this issue was reached in 
2024, but in light of RE’s planned growth, this inac-
curate accounting method must be permanently 
abolished.

Uncertainties 
Reykjavík Energy’s investments, whether past in-
vestments or those planned for the future, are not 
without risk. One of the most significant advance-
ments in operations in recent years has been the 
strengthening of risk management. The over-
sight and supervision of the Board to ensure that 
its guidelines are followed have been enhanced. 
Financial risk management is discussed in notes 
26-31 of the financial statements, while sustainabil-
ity risks are addressed in the relevant sections of 
the Board’s report. However, recent events on the 
Reykjanes Peninsula have drawn attention to nat-
ural hazards. 

No company in the country relies more on ener-
gy production from volcanic areas than RE. It has 
been encouraging to see how relatively unaffected 
the operations of the power plants in Svartsengi 
and Reykjanes have been during the ongoing vol-
canic activity and how successfully infrastructure 
has been protected. The response of energy and 
utility company employees in the Reykjanes region, 
along with their management and authorities, rep-
resents a valuable resource for RE’s risk manage-
ment. 

Climate risks also affect Reykjavík Energy. Rising 
sea levels significantly impact wastewater systems, 
and the uncertainty regarding whether climate 
change will result in higher or lower temperatures 
in Iceland poses challenges for the company’s ad-
aptation to ongoing climate shifts. This uncertainty 
directly affects district heating systems and their 
energy demand but also has implications for water 
resources, which are expected to respond in some 
way to significant climatic changes. 

Additional uncertainty looms over wastewater 
management, as it remains unclear how stricter 
wastewater treatment requirements will be im-
plemented in Iceland or whether, and to what 
extent, financial support can be expected to off-

set foreseeable costs. The last major wastewater 
infrastructure initiative, launched about a quarter 
of a century ago, provided significant incentives 
for wastewater operators—primarily municipali-
ties—to reduce construction costs. This resulted in 
essential improvements to the coastal water quality 
of the capital region and, subsequently, similar ad-
vancements in Akranes and Borgarbyggð. 

It may guide policymakers today that, despite the 
incentives granted at the time, not all municipali-
ties subject to current regulations have managed 
to upgrade their wastewater systems. While RE 
prepares for increasing requirements, research 
efforts have already begun to reduce the need for 
wastewater sludge disposal, explore the potential 
to harness the energy flowing through the waste-
water system, and mitigate the environmental 
impact of substances in wastewater. Through inno-
vation—applying fresh and novel approaches to 
longstanding challenges—benefits can be realised 
for the environment, the communities we serve, 
and society as a whole. 

Major Steps in Emission Reduction 
Ahead 
Reykjavík Energy’s efforts to reduce its CO₂ emis-
sions have naturally focused on the main source 
of emissions within the group—the operation of 
two sizeable geothermal power plants in the Hen-
gill area. Significant progress has been made in 
capturing and sequestering carbon dioxide and 
hydrogen sulphide from geothermal steam, and 
several significant steps are on the horizon. 

RE has now published its own Climate Action Plan, 
outlining in greater detail than before how the 
company intends to further its progress in climate 
action and achieve net-zero emissions across its 
operations and value chain by 2040. Achieving 
net-zero emissions requires multiple measures, 
and the roadmap contains the toolbox that RE will 
utilise to reach this goal. A key foundation of the 
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Climate Action Plan is RE’s precise emissions ac-
counting, which in 2024 attained international cer-
tification for its reliability. 

The emissions accounting highlights, among other 
things, how the steel used in RE’s supply chain sig-
nificantly contributes to its carbon footprint. Tradi-
tional steel production, as practised for centuries, 
emits substantial amounts of carbon dioxide, but 
reports from abroad suggest that new methods 
could deliver substantial climate benefits. 

International developments also bring news of 
increasing geopolitical tensions, affecting rela-
tions between nations, politics, and global trade. 
RE’s supply chain is extensive, with raw materials 
sourced from more diverse locations. As a result, 
the company must be prepared for potential dis-
ruptions in procurement due to instability in global 
markets. 

Reykjavík Energy’s strong standing in sustainability 
presents opportunities for the company. One of the 
greatest is the result of years of persistence in de-
veloping responsible carbon sequestration. Those 
familiar with the challenges of growing start-up 
ventures know that progress can be slow, often 
leading to impatience. The demand for Carbfix 
technology is increasing. Although there are signs 
that a reduction may be on the horizon, carbon di-
oxide emissions from human activities have not yet 
begun to decrease. The accumulated concentra-
tion of CO₂ in the atmosphere is such that the sci-
entific community is nearly unanimous in the view 
that capturing carbon from the air or from sources 
where alternative solutions are difficult to imple-
ment is not only necessary but urgently so. This is 
where business opportunities lie. 

Reykjavík Energy cannot seize these opportuni-
ties alone. It requires strong collaboration with 
local communities where operational sites are es-
tablished, with suppliers and customers, and with 
prospective co-owners who will share both the risks 
and financial benefits. The climate and environ-

mental benefits will be undeniable once financing 
and other preparatory challenges are overcome. 

In 2024, the focus regarding the refinancing of 
Ljósleiðarinn shifted. The authorisation granted 
by RE’s owners to bring in a co-owner or co-own-
ers for the company expired at the turn of the year. 
The high-interest period that prevailed since the 
authorisation was granted proved unfavourable 
for the project. Efforts are underway to refinance 
through other means but with the same objec-
tive: ensuring that Ljósleiðarinn has the financial 
strength to support the communities it serves so 
they are well equipped to navigate the digital fu-
ture. 

Increased Energy Production 
Since the beginning of Iceland’s electrification, hy-
dropower production has been the backbone of 
the electricity system. Since the turn of the century, 
geothermal energy has gained a significant share, 
particularly well-suited for industrial use, where 
fluctuations in consumption are smaller than in the 
general market. 

After Reykjavík City merged its hydropower plants 
into Landsvirkjun nearly 60 years ago, that com-
pany—now fully state-owned—has controlled the 
backbone of electricity generation. Competition in 
the electricity market is heavily influenced by this 
structure, and overall conditions in the market are 
largely determined by Landsvirkjun’s hydropower 
reserves. Recent poor hydrological conditions have 
naturally shaped discussions on energy matters. 

At the same time, demand for sustainable ener-
gy has risen while supply has been constrained 
by weather patterns. RE intends to respond to this 
challenge, and in 2024, the company strengthened 
its research and innovation division for this pur-
pose. While geothermal utilisation remains RE’s 
stronghold, additional opportunities are being 
explored in hydropower, wind, solar, and other in-
novative natural energy sources. These initiatives 



Annual Financial Statements 202414

TABLE OF CONTENTS ENVIRONMENT SOCIETY GOVERNANCE FINANCES

construction projects or restrictions in the deliv-
ery of secondary energy—such as to swimming 
pools—during the coldest winter conditions. 

Water Protection 
In terms of volume, the cold water delivered to RE’s 
customers amounts to only one-third of the volume 
of hot water. However, this does not fully reflect its 
significance, as clean drinking water is the founda-
tion of life and a prerequisite for various industries. 
The purity of the water must be safeguarded from 
its source to the taps of the public and other con-
sumers. 

The most significant risks along this journey lie at 
the water sources themselves. Open water sourc-
es are now rare in RE’s operations, but boreholes 
are in fenced-off areas where there may be signif-
icant human activity just beyond the barriers. This 
is particularly relevant to the capital region’s water 
sources in Heiðmörk. 

In 2025, it will be ten years since the approval of 
the capital region’s new water protection plan, 
which followed extensive scientific research, with 
RE among its key contributors. The strong empha-
sis placed on water protection by local authorities 
is evident in the fact that this plan was the first com-
ponent of the regional development plan to be 
completed, which was finalised in full a year later. 
Water protection is the foundation—everything 
else follows from it. 

Currently, work is underway on a detailed land-
use plan for Heiðmörk. RE is advocating for intense 
water protection measures and for the new plan to 
reflect the foresight embedded in the water protec-
tion plan. The detailed plan should ensure reduced 
vehicle traffic on RE’s land in Heiðmörk compared 
to current levels, alongside tighter regulation of all 
movement in the area. Water must come first, and 
as a society, we may need to relocate some of the 
activities currently carried out in Heiðmörk to other 

are developed and refined within RE, with viable 
projects then executed by ON Power. 

The role of government in providing a regulatory 
framework for such developments has been under 
discussion, and it is encouraging that work by pre-
vious administrations and parliament to enhance 
the efficiency of public administration appears to 
be continuing. Strong energy projects must have a 
predictable path through the permitting and con-
sultation process, while weak proposals should be 
quickly dismissed. 

Energy security took on a new dimension in 2024 
when imminent large-scale damage to substan-
tial residential areas in Reykjanes was averted. 
The events in Grindavík, which damaged the main 
transmission pipeline of the district heating system 
from Svartsengi, underscored that district heating 
is just as essential to homes and businesses as elec-
tricity. 

Hot water consumption in Veitur Utilities’ district 
heating system has been increasing at an unprec-
edented rate in recent years, with no slowdown 
in 2024. Since 2019, water usage in Veitur Utilities’ 
district heating systems has risen by more than 
20%—a massive growth. The additional demand 
alone is roughly equivalent to twice the total en-
ergy consumption in the district heating system for 
the entire Eyjafjörður region. 

It is therefore no surprise that Veitur has taken a 
firm approach to district heating issues, refining its 
understanding of resource availability in different 
areas, identifying opportunities, and shaping a 
long-term vision for system development. This ef-
fort already yielded results last year, with the dis-
covery of new low-temperature geothermal areas 
for the capital region and the completion of major 
projects to reinforce key transmission pipelines. 

Despite this progress, growing pains in district 
heating can still be expected. Customers may ex-
perience temporary water shortages during major 

locations. RE is willing to participate in finding suit-
able solutions in this regard. 

In Harmony with Communities 
Reykjavík Energy must operate in harmony with 
the communities it serves. While its diverse energy 
and utility services are essential to the very foun-
dation of society, urgent construction projects and 
unavoidable system failures can cause significant 
disruptions to daily life. Therefore, RE emphasises 
strong communication when such events occur. 

This focus was evident in 2024 when many in the 
capital region experienced hot water shortages 
due to system connections. Clear communication is 
just as crucial in smaller-scale incidents that affect 
fewer customers. Proactive engagement fosters a 
more positive public perception of the company 
and enhances mutual understanding between RE 
and its customers regarding their needs and ex-
pectations. 

Public opinion is also shaped by discussions in the 
public sphere, including debates about RE’s plans 
and the activities of its subsidiaries. Disagreements 
are an inherent part of human interaction, and the 
societal transition towards greater sustainability—
an initiative that RE has committed to leading—will 
not be without challenges. Fierce disputes consume 
energy and can often be costly. 

For this reason, RE invests considerable effort in 
shaping its projects in a way that promotes broad 
public acceptance, ensuring that the benefits ex-
tend beyond the company itself. This applies to en-
ergy production, carbon sequestration, and major 
maintenance of utility systems. Adjusting projects 
at the planning stage is both forward-thinking and 
cost-effective compared to making changes later 
in the process. 

That is why RE strives, from the outset, to present 
its projects transparently, openly acknowledging 
both their advantages and drawbacks as a foun-
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Therefore, it is no surprise that RE and its subsid-
iaries underwent organisational changes in 2024, 
laying the foundation for further restructuring. This 
includes the planned outsourcing of maintenance 
work on utility systems, aiming to secure stronger 
and more capable partners than in previous pro-
curement processes. Due to expected expansions 
in geothermal energy production, drilling projects 
were among the most significant procurements last 
year. A new drilling rig was also purchased, pri-
marily with Carbfix projects in mind, but it will also 
serve the geothermal companies Veitur Utilities 
and ON Power. A key principle remains that the 
responsibility for essential work and necessary de-
velopment is not outsourced; this RE’s responsibility 
is constant and unwavering. 

Reykjavík Energy is not the only company consid-
ering expansion, as seen in the numerous pow-
er plant proposals nationwide. This has created 
competition for skilled workers in the sector. Apart 
from the organisational changes within the group, 
which led to some layoffs, this competition is also 
evident in staff turnover, which increased last year. 
This serves as a reminder of the importance of sup-
porting and retaining employees during periods of 
change. 

A significant milestone in the coming months will 
be reopening the renovated section of RE’s head-
quarters at Bæjarháls, which has been under re-
construction for the past few years. High expecta-
tions are placed on the new facilities, which have 
been designed to align with evolving workplace 
practices and the changing expectations of today’s 
and future employees regarding quality work en-
vironments. 

Since moisture damage was first detected in RE’s 
relatively new headquarters about a decade ago, 
numerous buildings in Iceland have been deemed 
unfit for use—some have been demolished, while 
others have been renovated. In our case, all op-
tions were considered, but the final decision result-

dation for honest and constructive dialogue about 
their development. Such conversations are usually 
successful—though not always. Projects may some-
times need to be restructured, redirected, or relo-
cated to find a better path forward. 

The vast majority of interactions between RE and 
the public are routine and everyday in nature. From 
RE’s perspective, this involves delivering specified 
services and receiving payments for them. From 
the customer’s viewpoint, it means having access to 
water, electricity, district heating, wastewater ser-
vices, and data infrastructure—and paying the bill. 

In 2024, approximately 4.5 million invoices were 
issued. These interactions have been smooth and 
largely trouble-free. Service reliability is excep-
tionally high by any standard, and the cost of 
services remains lower than in most comparable 
countries. The latter is achieved through prudent 
financial management while maintaining a long-
term perspective, as the societal needs that RE is 
responsible for fulfilling are not going anywhere. 

The Workplace 
The leading role that Reykjavík Energy has taken in 
societal development with its new strategy has ne-
cessitated changes in the workplace. Rapid tech-
nological advancements, particularly with the rise 
of artificial intelligence and other data processing 
methods, also bring about significant transforma-
tions. 

Continuously pursuing more efficient and cost-ef-
fective ways to provide reliable services at fair 
prices presents opportunities for change. Invest-
ments have been made in new expertise and new 
personnel, with ongoing evaluations of which 
knowledge should be retained in-house and what 
is more practical to outsource. Similarly, discussions 
are ongoing regarding which expertise and skills 
should be housed within subsidiaries and what is 
better shared across the group within the parent 
company. 

ed in modifications to the building’s exterior and a 
more efficient use of interior space. As before, when 
parts of the facility had to be vacated, a portion of 
the building is intended for leasing. Encouraging-
ly, several parties have already expressed interest 
in renting the space, reinforcing confidence in the 
success of the redevelopment. 

Board Activities 
In 2024, Reykjavík Energy’s Board of Directors 
held 16 meetings—14 regular board meetings, the 
annual general meeting, and an extraordinary 
general meeting. The new RE Corporate Strategy 
was approved for consultation with shareholders 
in December 2023 and was formally adopted by 
the Board in June 2024. In preparation for this, two 
briefing sessions were held with owners’ represen-
tatives regarding the development of the strategy. 

In April 2024, the Board evaluated the CEO’s per-
formance, after which it approved a proposal from 
the Remuneration Committee regarding his com-
pensation. The Board’s regular self-assessment 
took place in May. 

At the Board’s request, work is now underway to up-
date RE’s ownership policy and partnership agree-
ment, which was approved following an open con-
sultation process in 2012. This revision aims to align 
the policy with the newly adopted comprehensive 
strategy and, equally importantly, with the general 
ownership policy established by Reykjavík City in 
2022 for its holdings in various companies. 

This is an exciting project, as adapting the Board’s 
governance to the principles outlined in the gen-
eral ownership policy is essential. Additionally, it 
is crucial to consider the evolving structure of RE’s 
corporate group, which will include companies with 
shared ownership. 
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Reykjavik Energy's BOD in January 2024, from left: Skúli Helgason, Valgarður Lyngdal Jónsson, Þórður Gunnarsson, Ragnhildur 
Alda Vilhjálmsdóttir, Gylfi Magnússon Chair of the Board, Vala Valtýsdóttir Vice-Chair of the Board, Guðveig Lind Eyglóardóttir.

Key Financial Results for 2024 
The Reykjavík Energy Group recorded a net prof-
it of ISK 9,309 million in 2024 (2023: ISK 6,400 
 million). The Group’s total comprehensive income 
for the year amounted to ISK 12,748 million (2023: 
ISK 18,434 million). 

According to the balance sheet, the RE‘s total assets 
at year-end stood at ISK 509,953 million (31.12.2023: 
ISK 481,343 million). Equity at year-end was ISK 
265,732 million (31.12.2023: ISK 258,984 million), 
with the equity ratio at 52.1% (31.12.2023: 53.8%). 

On 29 October 2024, RE published its financial 
forecast on the Nasdaq Iceland news system. The 
forecast projected revenue for 2024 at ISK 66.4 
billion, whereas actual revenue reached ISK 66.8 
billion. Operating expenses were estimated at ISK 
29.2 billion but came in at ISK 27.7 billion, ISK 1.5 bil-
lion lower than anticipated. 

Total investments for the year amounted to ISK 30.9 
billion, compared to the financial forecast project-
ion of ISK 33.5 billion. 

The Board of RE proposes to the annual general 
meeting that a dividend of ISK 6.5 billion be paid to 
the owners in 2025 based on the financial perform-
ance of 2024. Further details on profit allocation 
and other changes in equity can be found in these 
financial statements.
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The parent company oversees the group's finances, procurement, human resources, information technology, and research and innovation activities. Additionally, the parent company manages 
legal affairs, land holdings and rights, and communications. OR Eignir ohf. is the entity responsible for holding shares in Veitur, Orka náttúrunnar, and ON Power.
The average number of full-time equivalent positions within the group in 2024 was 572. At year-end 2024, the group had 581 permanent employees, of whom 35% were women and 65% were men. 
Non-binary employees accounted for less than one percent.
Among Reykjavík Energy Group’s management at year-end, 53% were female and 47% male. One-third of Reykjavík Energy’s board members were female, and the chair of the board was a male. 

Veitur ohf.
OR vatns- og fráveita sf.

Orka náttúrunnar ohf.
ON Power ohf.

Ljósleiðarinn ehf.

Carbfix hf.
Eignarhaldsfélagið Carbfix ohf.
Coda Terminal hf.

Reykjavík Energy Group 

Field of work

Veitur operates electric and district heating utilities, almost all 
licensed in their area of operation. Veitur takes care of the opera-
tions of the OR vatns- og fráveita partnership, which performs the 
statutory obligations of municipalities with regard to water supply 
and sewerage, especially in those municipalities that own RE.

Orka náttúrunnar PLC produces hot water and electricity at the 
Nesjavellir geothermal power plant and electricity at the Anda-
kílsá hydropower station. The water goes to Veitur‘s district heat-
ing in the capital area, while the electricity goes mainly to the 
general market. ISK is the working currency.
Orka náttúrunnar manages the operations of ON Power PLC, 
which produces hot water and electricity at the Hellisheiði geo-
thermal  power plant, where it also operates the Geothermal Park, 
The water goes to  Veitur‘s district, heating in the capital area, and 
the electricity goes mainly to the wholesale market. USD is ON 
Power's operational  currency. 

Electricity Act,
Energy Act,
Water Act,
Competition Act,
Act on Environmental 
 Responsibility. 

Carbfix is a research, innovation, and consulting company in the 
field of carbon sequestration. It provides services to companies 
both within and outside the RE Group.,  Carbfix hf. was estab-
lished in 2022. Eignarhaldsfélagið Carbfix ohf. holds the patents 
related to Carbfix, and Coda Terminal is a project company for 
carbon mineralisation facilities. EUR is the functional currency of 
Carbfix hf. and Coda Terminal hf. 

Reykjavík Fibre Network installs and operates an extensive fi-
bre-optic network utilised by telecommunications companies pro-
viding internet services to homes and businesses.

Main Acts that apply 
to the operations
The Act on Reykjavík Energy 
applies to all operations of the 
Reykjavík Energy Group 

Energy Act, Electricity Act, Act 
on the construction and opera-
tion of sewers, Act on municipal 
water supply, Water Act, Infor-
mation Act, Administrative Act 
(water and sewerage), Act on 
Environmental Responsibility.

Act on telecommunications,
Competition Act.

Act on Hygiene and Pollution 
Prevention,
Act on Environmental 
 Responsibility.

Revenues
(See also note 4 in the consolidated financial statements)

Employees
Permanent Staff at Year-End 2024
Female:Male on the Board
Gender of the Chair of the Board

Revenues are almost entirely derived from selling utility services 
provided under exclusive licenses to households and businesses.
Tariffs are subject to government oversight as follows:
District Heating: Ministry of the Environment, Energy, and 
Climate
Electricity Distribution: Environment and Energy Agency
Water Supply: Ministry of Infrastructure
Wastewater Services: Ministry of Infrastructure

Revenue is from the sale of electricity in the general market, the 
sale of electricity in the wholesale market, the sale of hot water 
wholesale to Veitur's district heating in the capital area, guar-
antee of origin sales, and rent for the facilities at the Hellis heidi 
Geothermal Park in Ölfus. The wholesale price of hot water 
is subject to the supervision of the Environment and Energy 
Agency, but the electricity market is a competitive  market 
which is monitored by i.a. The Competition Authority and the 
Environment and Energy Agency. 

Revenues are, on the one hand, from fiberoptic connections 
to homes and companies that use the services of electronic 
communications companies via the Reykjavík Fibre Network's 
sy-stems, and on the other hand, from the wholesale of data 
transmission via fiber‐optic ca-bles within the communications 
companies' systems. The electronic communications market is 
competitive under the supervision of the Electronic Communi-
cations Office of Iceland and the Competition Authority.

Carbfix is a start‐up company, based on the technology of 
the same name for carbon sequestration. The company's  in-
come is through consultation, development, and operations of 
Carbon sequestration facilities, and grants from international 
competition funds for research and development.

179
3:2

Female

107
3:2

Female

49
2:3

Female

51
3:1

Female
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RE’s Value Streams

UPSTREAM

CONTRACTORS

HOMES

POWER INTENSIVE 
INDUSTRIES

WATER
RESERVES

WATER WORKS

THE OCEAN

WASTEWATER

LOW 
TEMPERATURE 
GEOTHERMAL

DISTRICT HEATING

HIGH 
TEMPERATURE 
GEOTHERMAL

HYDRO 
POWER

ELECTRIC
DISTRIBUTION

ENERGY 
PRODUCTION

ENERGY 
PRODUCTION

EV CHARGING

GEOTHERMAL
PARK

BEDROCK

CO2  STORAGE

FIBRE NETWORK

RAW MATERIALS
FOR EQUIPMENT

BUSINESSES

INSTITUTIONS

EQUIPMENT 
PRODUCTION

ELECTRICITY AND 
TRANSPORT

RESEARCH AND 
CONSULTANCE

LAND AND 
PERMISSIONS

PUBLIC
PERMISSIONS

FINANCING

REYKJAVÍK ENERGY’S OPERATIONS DOWNSTREAM



Annual Financial Statements 202419

TABLE OF CONTENTS ENVIRONMENT SOCIETY GOVERNANCE FINANCES

Value Creation and Stakeholders 
The role of Reykjavík Energy can be described as connecting communities to natural resources. The image on the previous page is for illustration, and the table below highlights the 
links in the value chains that pass through the RE group. 

The employees of Reykjavík Energy engage in extensive and ongoing communication with the stakeholders involved in the company's operations. The table shows where the main 
stakeholder groups are involved in value creation. 

Natural resources New projects Production and distribution Business and services 

Main activities • Locating natural resources 
and acquiring rights 

• Monitoring and management 
of resource utilisation 

• R&D 

• Designing and acquiring 
permits 

• Financing 

• Purchase of materials, 
equipment, and contractor 
services 

• Supervision and testing

• Commissioning new project 

• Managing and monitoring 
production 

• Supervision, maintenance, 
and renewal 

• Purchasing materials and 
machinery 

• Acquiring and registering 
customers 

• Connecting homes and 
businesses 

• Metering and billing 

• Reponding to outages 

Stakeholders Public entities 
Licensing, planning, 
and  inspection 

Public
Review of public decisions, 
appeal 

RE owners
Confirmation of extensive 
projects

Academia 
Ideas and knowledge 

Public entities 
Licensing, planning, 
and  inspection 

Suppliers 
Construction, materials, 
and machinery 

Public 
Review of public decisions, 
appeal 

RE owners 
Confirmation of extensive 
projects

Financiers 
Share capital or loans 

Public entities  
Licensing and inspection

Public 
Comments and review

Customers 
Information on outages

Suppliers 
Construction, materials, and 
machinery 

Customers 
Paying invoices, 
meter reading  

Public entities 
Monitoring of delivery se-
curity, tariffs, and metering 
practices 

Employees, NGOs, and organisations of individuals and companies, as well as public entities monitoring working conditions and labour 
market, are stakeholders to all operations.
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Double Materiality Assessment
In 2016, Reykjavik Energy organised a workshop 
with representatives from a diverse group of stake-
holders involved in its operations. Participants 
included representatives from suppliers, trade 
unions, regulatory bodies, major customers, and 
civil society organisations. The purpose of the 
workshop was to prioritise sustainability factors 
within the company’s operations, using the United 
Nations Sustainable Development Goals (SDGs) 
as a framework. The workshop played a key role in 
defining which SDGs would become priority goals 
for Reykjavik Energy.

The boards of RE’s subsidiaries have assessed the 
UN Sustainable Development Goals in relation to 
the scope of each company's operations.

The double materiality assessment, as required by 
the European Sustainability Reporting Standards 
(ESRS), is a significantly more extensive and struc-
tured process aimed at evaluating both the impact 
of RE’s operations on the external environment and 
the impact of sustainability factors on the compa-

ny's business performance. The findings of this as-
sessment determine on which sustainability factors 
from the ESRS framework should be reported in the 
company’s financial statements.

The double materiality assessment at Reykjavik 
Energy was primarily conducted by the company’s 
sustainability team, with input from operational 
experts and external consultants. Reykjavik Ener-
gy views the results presented here as preliminary, 
subject to further refinement by boards, manage-
ment, and external stakeholders.

The analysis considered:

• 177 impacts related to the company’s activ-
ities

• 74 risks and opportunities identified through 
the assessment

• 56 sustainability factors that underwent 
financial evaluation

Below is an overview of how these identified factors 
are categorised under the ESRS regulatory frame-
work. The assessment involved defining scoring 
scales to assess the intensity and scope of each 
impact. Additionally, thresholds were set to deter-
mine the minimum score required for a factor to be 
classified as material.

Assessment Results on the Significance of 177 Impact Factors in Reykjavik Energy’s Operations Using the European Sustainability 
Reporting Standard (ESRS) Methodology.

Assessment of impact factors
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The diagram illustrates that 35 factors were eval-
uated concerning the impact of pollution on Reyk-
javik Energy’s operations. None of these factors 
exceeded the materiality threshold. This outcome 
reflects the company’s decade-long focus on re-
ducing pollution from its activities. A key example 
is the removal of hydrogen sulfide emissions from 
geothermal power plants using the Carbfix meth-
od. The topic of hydrogen sulfide capture and se-
questration is further addressed in section E4 on 
biodiversity.

Regarding other factors that did not surpass the 
materiality threshold—S2 and S3—it is important 

to note that the social impact of Reykjavik Energy’s 
operations, as a provider of essential services, is 
accounted for under S4. As for S3, the impact of 
Reykjavik Energy’s procurement activities—which 
could pose risks within the supply chain—was not 
significant enough to meet the threshold, neither 
in terms of the importance of inputs for Reykjavik 
Energy nor the company’s influence within the rel-
evant markets.

Notably, an independent SP Global assessment of 
Reykjavik Energy’s Green Financing Framework, 
published in autumn 2024, pointed out that human 
rights risks exist in the supply chain for rare metals 
used in electrical equipment.
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Assessment results risks and opportunities

Assessment results on the materiality of 74 risks and opportunities in Reykjavik Energy’s operations using the ESRS methodology.
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As with the impact assessment, environmental and climate-related 
factors carry significant weight in the risk and opportunity evalu-
ation. However, it is important to note that this assessment is not a 
comprehensive risk and opportunity analysis of Reykjavik Energy’s 
operations; rather, it focuses exclusively on sustainability aspects, 
including environmental, social, and governance (ESG) factors.

A financial assessment was conducted in parallel, aiming to identify 
ESG factors—some of which appear in the impact or risk and op-
portunity assessments, though not all. 56 elements were evaluated, 
and all financially significant factors identified were environmental, 
with the majority related to climate issues. Among these, 12 factors 
surpassed the materiality threshold, evenly split between potential 
positive and negative financial impacts.

The diagram below presents all ESRS content categories based on 
Reykjavik Energy’s materiality assessment results. The Y-axis rep-
resents the financial impact on Reykjavik Energy, while the X-axis 
reflects the impact of Reykjavik Energy’s sustainability factors on 
others. The value of each content category in the graph is deter-
mined by the highest individual assessment score within that cat-
egory. 

According to the findings of the double materiality assessment, the 
following topics will be addressed in this Board of Directors’ report 
as part of Reykjavik Energy’s 2024 consolidated annual financial 
statements:

• E1 Climate Change
• E3 Water and Marine Resources
• E4 Biodiversity and Ecosystems
• E5 Resource Use and Circular Economy
• S1 Own Workforce
• S4 Consumers and End Users
• G1 Business Conduct

Assessment on ESRS content categories

Results of Reykjavik Energy’s double materiality assessment on ESRS content categories presented in 
a materiality matrix.
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EU Taxonomy
Reykjavík Energy now publishes financial data in 
accordance with the EU Taxonomy Regulation for 
the second time. This regulation entered into force 
in Iceland on 1 June 2023 through Act No. 25/2023. 
The objective of the regulation is to assess which 
activities can be considered sustainable based on 
standardized environmental and climate criteria. 
To meet these criteria, an activity must either make 
a substantial contribution to one of the following 
environmental objectives without causing signifi-
cant harm to any of the others:

• Climate change mitigation

• Climate change adaptation

• Sustainable use and protection of water and 
marine resources

• Pollution prevention and control

• Transition to a circular economy

• Protection and restoration of biodiversity 
and ecosystems

Among the activities listed in the Taxonomy Reg-
ulation, ten business activities within the RE group 
were initially identified as taxonomy-eligible, and 
the presentation in the 2023 Annual Report was 
based on this classification. Since then, Reykjavík 
Fibre Network’s operations has been reclassified 
as an activity outside the scope of the Taxonomy 
Regulation, and the presentation below has been 
adjusted accordingly.

The tables below provide a comprehensive over-
view of the proportion of investments, expenses, 
and revenues within the Reykjavík Energy group 
concerning their classification under the taxon-
omy regulation. The classification distinguishes 

between activities that (i) comply with the regula-
tion’s assessment criteria (aligned), (ii) fall within 
the scope of the regulation but do not demonstrate 
compliance with its assessment criteria (eligible but 
not aligned), or (iii) fall outside the taxonomy regu-
lation’s activity classifications (non-eligible). Tables 
1, 2, and 3 below show the percentage of revenue, 
investments, and operating expenses that met the 
taxonomy regulation’s assessment criteria.

Activities Covered by the Taxonomy 
Regulation
We identified nine activity categories within Reyk-
javík Energy that fall under the taxonomy regula-
tion. These are listed in the regulation as follows:

• Electricity generation from hydropower (4.5)

• Transmission and distribution of electricity 
(4.9)

• District heating/cooling distribution (4.15)

• Cogeneration of heat/cool and power from 
geothermal energy (4.18)

• Construction, extension, and operation of 
water collection, treatment, and supply 
systems (5.1)

• Construction, expansion, and operation of 
wastewater collection and treatment (5.3)

• Underground permanent geological storage 
of CO₂ (5.12)

• Transport via motorbikes, passenger cars, 
and light commercial vehicles (6.5)

• Infrastructure enabling low-carbon road 
transport and public transport (6.15)

Significant Contribution
All activity categories met the assessment criteria 
for significantly contributing to climate change mit-
igation. Greenhouse gas emissions are verified in 
accordance with the ISO 14064-1 standard, which 
is part of the assessment criteria for energy gener-
ation (4.5, 4.18). Energy distribution (4.9, 4.15), i.e., 
district heating and electricity distribution, is almost 
entirely based on renewable energy sources. Wa-
ter supply and wastewater systems operate with 
energy consumption below the thresholds set for 
their respective categories (5.1 and 5.3). The injec-
tion of carbon dioxide (5.12) complies with the reg-
ulation on underground CO₂ storage (1430/2022). 
Reykjavík Energy’s vehicle fleet meets the emis-
sions criteria for greenhouse gases (6.5). Charging 
points exclusively serve clean-energy vehicles 
(6.15).

The potential impacts of climate change and rel-
evant resilience and adaptation measures have 
been thoroughly mapped for all of Reykjavík Ener-
gy’s operations.

Does No Significant Harm
Water and Marine Resources

Reykjavík Energy monitors both the potential and 
actual impacts of its operations on water bodies. 
Additionally, environmental impact assessments 
are a statutory requirement for major construction 
projects. No activities were found to cause signifi-
cant harm to water and marine resources.

Circular Economy

RE operates a certified environmental manage-
ment system under ISO 14001, which covers waste 
management and resource utilisation.
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Pollution

Reykjavík Energy prioritises minimising pollution 
across all its operations. This is achieved in part 
through its ISO 14001 environmental management 
system. Specific initiatives include capturing and 
sequestrating H₂S gas at geothermal power plants, 
which has reduced impacts on air quality in neigh-
bouring municipalities. In wastewater manage-
ment, emphasis is placed on blue-green storm-
water solutions to reduce the volume of rainwater 
entering collection systems.

Biodiversity and Ecosystems

All major construction projects within RE‘s opera-
tions must undergo environmental impact assess-
ments. These assessments always include consid-
erations of biodiversity impacts.

Minimum Safeguards
RE has integrated a focus on human rights into its 
policies and procedures in line with OECD guide-
lines and the UN Guiding Principles. This applies to 
all aspects of the company's operations and supply 
chain.

Key Performance Indicators
Labelling

Key performance indicators related to the EU 
Taxonomy for sustainable economic activities are 
based on RE‘s interpretation of Annex 1 of Commis-
sion Delegated Regulation (EU) 2021/2178. All ac-
tivity categories are labelled at cost level in Reyk-
javík Energy’s accounting system. Additionally, cost 
centres were identified as either falling outside the 
scope of the Taxonomy or belonging to support 
functions. Support functions were calculated sep-
arately from key performance indicators in accor-
dance with 2021/2178.

Double Counting

To prevent double counting, costs are categorised 
differently depending on whether they are capital-
ised or expensed. Furthermore, costs are allocated 
distinct operational codes within Dimension 4 of 
RE’s financial system.
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Turnover
Substantial contribution criteria DNSH criteria

('Does Not Significantly Harm')

Economic activities

Notes:
Y: Yes
N: No
N/EL: Non Eligible
EL: Eligible
N/A: Data not available

C
ode (2)

A
bsolute Turnover (3)

Proportion of Turnover (4) 

C
lim

ate change m
itigation (5)

C
lim

ate change adaptation (6)

W
ater and m

arine resources 
(7)

C
ircular econom

y (8)

Pollution (9)

Biodiversity and ecosystem
s 

(10)

C
lim

ate change m
itigation (11)

C
lim

ate change adaptation 
(12)

W
ater and m

arine resources 
(13)

C
ircular econom

y (14)

Pollution (15)

Biodiversity and ecosystem
s 

(16)

M
inim

um
 safeguards (17)

"Proportion of Taxonom
y -alig-

n ed (A
.1.) or -eligible (A

.2.) 
turnover, 2023 (18)"

C
ategory enabling activity (20)

C
ategory transitional activity 

(21)

m ISK % Y; N; 
N/EL

Y; N; 
N/EL

Y; N; 
N/EL

Y; N; 
N/EL

Y; N; 
N/EL

Y; N; 
N/EL Y/N Y/N Y/N Y/N Y/N Y/N Y/N % E T

A. TAXONOMY-ELIGIBLE ACTIVITIES

A.1. Environmentally sustainable activities (Taxonomy-aligned)

Transmission and distribution of electricity CCM 4.9 9.829 15% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A E

District heating/cooling distribution CCM 4.15 20.929 32% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Cogeneration of heat/cool and power from geothermal energy CCM 4.18 17.203 26% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Construction, extension and operation of water collection, treatment and 
supply systems CCM 5.1 3.376 5% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Construction, extension and operation of waste water collection and 
treatment CCM 5.3 7.349 11% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Underground permanent geological storage of CO2 CCM 5.12 178 0% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Transport by motorbikes, passenger cars and light commercial vehicles CCM 6.5 9 0% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A T

Infrastructure enabling low-carbon road transport and public transport CCM 6.15 399 1% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A E

Turnover of environmentally sustainable activities
(Taxonomy-aligned) (A.1) 59.273 93% 93% 93% 0% 0% 0% 0% Y Y Y Y Y Y Y N/A

Of which enabling 10.228 18% 18% 18% 0% 0% 0% 0% Y Y Y Y Y Y Y N/A E

Of which transitional 9 1% 1% 1% Y Y Y Y Y Y Y N/A T

A.2 Taxonomy-Eligible but not environmentally sustainable activities (not Taxonomy-aligned activities)

Electricity generation from hydropower CCM 4.5 0 0% EL EL EL EL EL EL N/A

Turnover of Taxonomy-Eligible but not environmentally sustainable 
activities (not Taxonomy-aligned activities) (A.2) 0 0% 0% 0% 0% 0% 0% 0% N/A

A. Turnover of Taxonomy eligible activities (A.1+A.2) 59.273 91% 91% 91% 0% 0% 0% 0% N/A

B. Turnover of Taxonomy non-eligible activities 5.812 9%

TOTAL 65.085 100%
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Operating Expenses
Substantial contribution criteria DNSH criteria

('Does Not Significantly Harm')

Economic activities

Notes:
Y: Yes
N: No
N/EL: Non Eligible
EL: Eligible
N/A: Data not available

C
ode (2)

A
bsolute O

PEX (3)

Proportion of O
PEX (4) 

C
lim

ate change m
itigation (5)

C
lim

ate change adaptation (6)

W
ater and m

arine resources 
(7)

C
ircular econom

y (8)

Pollution (9)

Biodiversity and ecosystem
s 

(10)

C
lim

ate change m
itigation (11)

C
lim

ate change adaptation 
(12)

W
ater and m

arine resources 
(13)

C
ircular econom

y (14)

Pollution (15)

Biodiversity and ecosystem
s 

(16)

M
inim

um
 safeguards (17)

"Proportion of Taxonom
y -alig-

n ed (A
.1.) or -eligible (A

.2.) 
turnover, 2023 (18)"

C
ategory enabling activity (20)

C
ategory transitional activity 

(21)

m ISK % J; N; 
N/EL

J; N; 
N/ EL

J; N; 
N/ EL

J; N; 
N/ EL

J; N; 
N/ EL

J; N; 
N/ EL J/N J/N J/N J/N J/N J/N J/N % E T

A. TAXONOMY-ELIGIBLE ACTIVITIES

A.1. Environmentally sustainable activities (Taxonomy-aligned)

Transmission and distribution of electricity CCM 4.9 3.310 16% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A E

District heating/cooling distribution CCM 4.15 906 26% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Cogeneration of heat/cool and power from geothermal energy CCM 4.18 8.061 25% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Construction, extension and operation of water collection, treatment and 
supply systems CCM 5.1 3.944 8% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Construction, extension and operation of waste water collection and 
treatment CCM 5.3 161 9% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Underground permanent geological storage of CO2 CCM 5.12 1.825 6% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Transport by motorbikes, passenger cars and light commercial vehicles CCM 6.5 255 1% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A T

Infrastructure enabling low-carbon road transport and public transport CCM 6.15 0 3% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A E

Turnover of environmentally sustainable activities
(Taxonomy-aligned) (A.1) 18.462 91% 91% 91% 0% 0% 0% 0% Y Y Y Y Y Y Y N/A

Of which enabling 3.310 16% 16% 16% 0% 0% 0% 0% Y Y Y Y Y Y Y N/A E

Of which transitional 255 1% 1% 1% Y Y Y Y Y Y Y N/A T

A.2 Taxonomy-Eligible but not environmentally sustainable activities (not Taxonomy-aligned activities)

Electricity generation from hydropower CCM 4.5 56 0% EL EL EL EL EL EL N/A

Turnover of Taxonomy-Eligible but not environmentally sustainable 
activities (not Taxonomy-aligned activities) (A.2) 56 0% 0% 0% 0% 0% 0% 0% N/A

A. Turnover of Taxonomy eligible activities (A.1+A.2) 18.518 92% 92% 92% 0% 0% 0% 0% N/A

B. Turnover of Taxonomy non-eligible activities 1.661 7%

TOTAL 20.179 100%
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Capital Expenses
Substantial contribution criteria DNSH criteria

('Does Not Significantly Harm')

Economic activities

Notes:
Y: Yes
N: No
N/EL: Non Eligible
EL: Eligible
N/A: Data not available

C
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arine resources 
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y (14)

Pollution (15)

Biodiversity and ecosystem
s 

(16)

M
inim
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 safeguards (17)

"Proportion of Taxonom
y -alig-

n ed (A
.1.) or -eligible (A

.2.) 
turnover, 2023 (18)"

C
ategory enabling activity (20)

C
ategory transitional activity 

(21)

m ISK % J; N; 
N/EL

J; N; 
N/ EL

J; N; 
N/ EL

J; N; 
N/ EL

J; N; 
N/ EL

J; N; 
N/ EL J/N J/N J/N J/N J/N J/N J/N % E T

A. TAXONOMY-ELIGIBLE ACTIVITIES

A.1. Environmentally sustainable activities (Taxonomy-aligned)

Transmission and distribution of electricity CCM 4.9 4.680 16% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A E

District heating/cooling distribution CCM 4.15 7.880 26% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Cogeneration of heat/cool and power from geothermal energy CCM 4.18 7.447 25% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Construction, extension and operation of water collection, treatment and 
supply systems CCM 5.1 2.344 8% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Construction, extension and operation of waste water collection and 
treatment CCM 5.3 2.553 9% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Underground permanent geological storage of CO2 CCM 5.12 1.692 6% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A

Transport by motorbikes, passenger cars and light commercial vehicles CCM 6.5 217 1% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A T

Infrastructure enabling low-carbon road transport and public transport CCM 6.15 764 3% Y Y N/EL N/EL N/EL N/EL Y Y Y Y Y Y Y N/A E

Turnover of environmentally sustainable activities
(Taxonomy-aligned) (A.1) 27.575 93% 93% 93% 0% 0% 0% 0% Y Y Y Y Y Y Y N/A

Of which enabling 5.444 18% 18% 18% 0% 0% 0% 0% Y Y Y Y Y Y Y N/A E

Of which transitional 217 1% 1% 1% Y Y Y Y Y Y Y N/A T

A.2 Taxonomy-Eligible but not environmentally sustainable activities (not Taxonomy-aligned activities)

Electricity generation from hydropower CCM 4.5 77 0% EL EL EL EL EL EL N/A

Turnover of Taxonomy-Eligible but not environmentally sustainable 
activities (not Taxonomy-aligned activities) (A.2) 77 0% 0% 0% 0% 0% 0% 0% N/A

A. Turnover of Taxonomy eligible activities (A.1+A.2) 27.652 93% 93% 93% 0% 0% 0% 0% N/A

B. Turnover of Taxonomy non-eligible activities 2.150 7%

TOTAL 29.802 100%
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E1 Climate Change

Strategy, Approach and Goals
Reykjavík Energy has prioritized climate issues for 
many years by developing and implementing the 
Carbfix method to reduce carbon dioxide (CO₂) 
emissions from the Hellisheiði Geothermal Power 
Plant. Additionally, the company has worked to 
decrease emissions from its vehicle fleet, encour-
age sustainable procurement among its suppliers, 
promote the energy transition in operations, and 
enhance carbon sequestration in vegetation and 
soil. This has been achieved despite the company’s 
operations being based on the extraction and utili-
zation of renewable energy sources.

Reykjavík Energy’s Sustainability Strategy states 
that the company aims to achieve carbon neutral-
ity for its own operations by 2030 and across its 
entire supply chain by 2040. This means reducing 
greenhouse gas emissions by 90% in scopes 1 and 
2, and by 40% in scope 3 by 2030, compared to the 
baseline year of 2016. By 2040, emissions reduc-
tions in the supply chain (scope 3) are targeted to 
reach 90%.

To ensure that Reykjavík Energy operates accord-
ing to the highest possible standards and best 
practices, the company has obtained independent 
verification of both its climate goals and report-
ed emissions figures. In 2024, Reykjavík Energy’s 
climate targets were reviewed and confirmed to 

From RE's strategy:

Certified Net Zero by 2040 based 
on the best standards and interna-
tional implementation of Carbfix.

meet the Science Based Targets initiative (SBTi) 
requirements. These goals align with the Race to 
Zero campaign under the United Nations, support-
ing the 1.5°C goal of the Paris Agreement. Reykjavík 
Energy’s climate accounting follows the Green-
house Gas Protocol (GHGP) methodology and has, 
for the past two years, been audited according to 
the ISO 14064-1 international standard.

The company's strategy also emphasizes strength-
ening the resilience of society to climate change 
by adapting service systems to changing weather 
patterns.1

1 Memo Phase 4 - Adaptation to Climate Change – 2024

GHG emissions, carbon insetting and offsetting by RE 2016–2024

Total emissions of Reykjavík Energy (direct and indirect), sequestration through land restoration, and carbon offsetting from 2016 
to 2024. Also shown are Reykjavík Energy’s targets for 2030 and 2040, which have been validated by the Science Based Targets 
initiative (SBTi).

GHG emissions, carbon insetting and offsetting by Reykjavík Energy 2016-2024  
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https://orkuveitan.is/en/about-or/organization-and-corporate-governance/corporate-strategy/sustainability-strategy-/
https://unfccc.int/climate-action/engagement/marrakech-partnership-for-global-climate-action/actors/meet-the-champions/work-of-the-climate-high-level-champions
https://unfccc.int/climate-action/engagement/marrakech-partnership-for-global-climate-action/actors/meet-the-champions/work-of-the-climate-high-level-champions
https://orkuveitan.is/documents/1558/Loftslagsb%C3%B3khald_orkuveitunnar_2024_-_03.03.2025.pdf
https://orkuveitan.is/documents/1558/Loftslagsb%C3%B3khald_orkuveitunnar_2024_-_03.03.2025.pdf
https://ghgprotocol.org/corporate-standard
https://ghgprotocol.org/corporate-standard
https://orkuveitan.is/documents/1593/Memorandum_-_Adaption_of_Reykjav%C3%ADk_Energy_to_Climate_Change_4th_Phace_2024.pdf
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Reykjavík Energy's Board of Directors oversees the 
assessment and management of climate-related 
risks within the company. The Board reviews the 
Sustainability Policy at least once a year, following 
an operational plan that outlines climate and other 
environmental risks, as well as key environmental 
factors related to them.

The Board identifies gaps in the policy and pro-
vides guidance to Reykjavík Energy’s management 
when necessary.

Greenhouse Gas Emissions (GHG) 
Reykjavík Energy's climate impact was assessed in 
accordance with the GHGP guidelines and the ISO 
14064-1 standard. This includes a comprehensive 
assessment of direct emissions from operations 
(scope 1), indirect emissions in the supply chain 
(scopes 2 and 3), biogenic CO₂ emissions, and 
carbon sequestration from land restoration and 
afforestation. Reykjavík Energy’s detailed climate 
account for 2024, along with its framework, is pub-
lished on the company’s website. 

Total emissions from Reykjavík Energy in 2024 
amounted to approximately 73,745 tons CO₂ equiv-
alent (CO₂eq), unchanged from the baseline year 
2016, when emissions were also 73,745 tons CO₂eq. 

In 2024, total GHG emissions increased by 385 tons 
CO₂eq from 2023, representing an increase of less 
than 1%. However, net emissions (total emissions 
minus sequestration through land restoration and 
carbon offsetting) increased by 3.5% year-on-year. 

The main reasons for this increase were the re-
duced operational uptime of the air abatement 
unit at Hellisheiði Geothermal Power Plant due to 
unexpected malfunctions and the connection of a 
new, larger air abatement unit at the plant, which 
is scheduled for commissioning in spring 2025. The 
air abatement unit is a key component in signifi-
cantly reducing emissions of carbon dioxide (CO₂) 
and hydrogen sulfide (H₂S) from the plant. 

The framework for Reykjavík Energy’s climate accounting
It outlines the sources of greenhouse gas emissions, where emissions occur within the company’s supply chain, and highlights key 
projects that contribute to biodiversity, ecosystem enhancement, and carbon sequestration.
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In 2024, the relative CO₂ capture and sequestration 
at Hellisheiði Geothermal Power Plant was 27% of 
its total CO₂ emissions. At Nesjavellir Geothermal 
Power Plant, pilot-scale CO₂ capture and seques-
tration, which began in 2023, accounted for 2% of 
the plant’s CO₂ emissions, a 7% decrease from 2023 
due to malfunctions. 

Nitrous oxide (N₂O) emissions from wastewater 
treatment amounted to 2,535 tons CO₂eq, or 3.5% 
of Reykjavík Energy’s total emissions. 

In 2024, emissions from scopes 1 and 2 totalled 
over 53,000 tons CO₂eq, a reduction of 4,000 tons 
CO₂eq from 2016, or 7%. The largest contributor to 
these emissions was Reykjavík Energy’s geother-
mal power plants, which accounted for 72% of total 
emissions in 2024. However, electricity generation 
from these plants has increased over this period. 

Reykjavík Energy is implementing a plan for Hell-
isheiði Geothermal Power Plant to achieve carbon 
neutrality by 2025 and Nesjavellir by 2030, mean-
ing that 80-90% of CO₂ emissions from the plants 
will be captured and sequestered in the basaltic 
bedrock by 2030. 

In 2024, emissions from scope 3 amounted to 
20,500 tons CO₂eq, an increase of 4,000 tons 
CO₂eq from 2016, or 26%. The largest component 
of scope 3 emissions was procurement, accounting 
for 19% of Reykjavík Energy’s total emissions, with 
the highest emissions originating from steel pipes 
purchases. However, emissions from procurement 
decreased by 8% in 2024 compared to 2023. 

Reykjavík Energy is exploring options to purchase 
“green steel” and recycled steel, for example, for 
pipelines, once these materials become available 
on the market, in order to reduce emissions. Steel 
pipes alone account for approximately 45% of the 
company's total procurement emissions, meaning 
that reducing emissions from this source will have a 
significant impact on scope 3. 

Emissions have increased from business travel 
by 110 tons CO₂eq since 2016 and from employee 
commuting by 140 tons CO₂eq. However, emissions 
from waste have decreased by 70 tons CO₂eq in 
2024 compared to 2016. Reykjavík Energy has in-
troduced a transportation subsidy for employees 
using climate-friendly commuting methods. The 
company also supports flexible work arrange-
ments, including remote work options. 

The following emissions are considered negligible 
and were not included in Reykjavík Energy’s 2024 
climate account. Emissions from the Andakílsá 
Hydropower Plant reservoir and Skorradalsvatn 
lake after 80 years of operation, emissions from 
low-temperature geothermal areas operated by 
Veitur,  emissions from data transmission and host-
ing services for Ljósleiðarinn, emissions from taxi 
use, electricity consumption for remote work, and 
procurement outside the company's purchasing 
system. Emissions from purchased electricity for 
energy trading are not disclosed due to confiden-
tiality reasons. 

Carbon emission intensity

Intensity metric Unit Scope 2016 2017 2018 2019 2020 2021 2022 2023 2024

Electricity (gross) gCO2-eq/kWh Scope 2  9.9  6.9  8.4  8.9  7.9  7.3  7.5  7.3 7.3

Electricity (net pro-duction) gCO2-eq/kWh Scope 2 10.3 7.9 9.0 9.2 8.3 7.7 7.9 7.7 7.5

Hot water gCO2-eq/m³ Scope 2  245.0  190.5  207.9  214.7  213.0  216.2  231.3  205.2 217.3

Carbon Intensity of carbon dioxide from 2016 to 2024 (g CO₂ equivalent per kWh). Direct emissions from the production of hot 
water from low-temperature geothermal fields have been estimated at approximately 0 gCO₂eq/kWh. According to guidelines 
from the Environment and Energy Agency of Iceland on emission factors, the emission factor per kilowatt-hour of electricity is 8.54 
gCO₂eq, and the emission factor per cubic meter of hot water is 434 gCO₂eq. 

Emission Intensity
ON Power produces electricity for its customers 
and supplies hot water in bulk to Veitur. The carbon 
intensity of electricity is reported in grams of CO₂ 
equivalent per kilowatt-hour (gCO₂eq/kWh), while 
the carbon intensity of hot water is reported in 
grams of CO₂ equivalent per cubic meter (gCO₂eq/
m³). 

In 2024, the carbon intensity of electricity was 7.3 
gCO₂eq/kWh 2, representing a 26% reduction com-
pared to 2016. The carbon intensity of hot water 
was 217.3 gCO₂eq/m³, a 11% reduction compared to 
2016. This progress is attributed to the initial steps 
taken in Reykjavík Energy’s plan to make Hell-
isheiði Geothermal Power Plant carbon neutral by 
2025 and Nesjavellir Geothermal Power Plant by 
2030. 

2 Emissions of greenhouse gases, carbon dioxide, and hydro-
gen sulfide per energy unit at Hellisheiði and Nesjavellir in 2024

https://ust.is/loft/losun-grodurhusalofttegunda/losunarstudlar/
https://ust.is/loft/losun-grodurhusalofttegunda/losunarstudlar/
https://orkuveitan.is/documents/1581/EN_Emissions_of_carbon_dioxide__hydrogen_sulphide_and_emission_intensity.pdf
https://orkuveitan.is/documents/1581/EN_Emissions_of_carbon_dioxide__hydrogen_sulphide_and_emission_intensity.pdf
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Monitoring is conducted on CO₂ and H₂S concen-
trations in several production wells at Hellisheiði 
Geothermal Power Plant. The estimated flow time 
from reinjection to the production area appears to 
be less than one year, with indications of a slight 
increase in concentration in two monitoring wells 
closest to the reinjection site. Efforts continue to op-
timize the method and direct gas reinjection into 
wells further from the production area. 

Reykjavík Energy does not emit ozone-depleting 
substances as part of its operations. 

the United Nations Climate Agreement, supporting 
the "RIPPLE Africa’s Improved Cookstove Project in 
Malawi“. Between 2018 and 2021, Reykjavík Energy 
also supported GHG emission reductions through 
wetland restoration in Iceland. During this period, 
the cumulative avoided emissions amounted to 
nearly 3,000 tons of CO₂ equivalent.

Mitigation and Adaptation 
 Measures to Climate Change
Climate change has a direct impact on Reykjavík 
Energy’s operations. The company has analysed 
and assessed the severity of these impacts on its 
activities and identified appropriate response 
measures. Potential adaptation strategies have 
been explored in relation to increased precipita-
tion intensity, snowmelt, more frequent and ex-
treme temperature fluctuations, severe storms with 
higher lightning frequency and wind loads, land-
slides, and sea level rise.

Reykjavík Energy utilizes temperature, precipi-
tation, and other climate data based on climate 
scenarios from the 2018 report by the Icelandic Sci-
entific Committee on Climate Change. These sce-
narios include, among others, RCP-2.6 and RCP-8.5.

The company is expected to have significant resil-
ience to these changes. In this context, the water 
utility continuously monitors microbial and chem-
ical contamination in drinking water in real time, 
enabling preventive actions to ensure its quality. 
Additionally, the district heating utility assesses fu-
ture demand for hot water and optimizes its utiliza-
tion to maintain supply security.

The wastewater utility considers projections of sea 
level rise and precipitation intensity in its planning. 
Furthermore, blue-green surface water solutions 
are being explored to drain and purify rainwater 
from streets and roads before it flows into rivers 
and lakes. These measures also enhance biodiver-
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Biodiversity and Land-based Carbon 
Insetting Projects
Reykjavík Energy has engaged in land restoration 
and afforestation on its properties for over 70 
years, since 1950. The objective has been to restore 
and improve the land, maintain it, rehabilitate nat-
ural birch forests, and enhance biodiversity. Over 
the past decade, an additional goal has been to 
sequester greenhouse gases (GHG) from the at-
mosphere in vegetation and soil. The land resto-
ration areas cover approximately 600 hectares, 
and the afforestation areas about 965 hectares.

Wetland restoration was carried out on over three 
hectares in autumn 2016, with the aim of reducing 
carbon emissions from previously drained wet-
lands and restoring the wetland ecosystem.

In 2024, GHG sequestration in Reykjavík Energy’s 
afforestation areas amounted to 5,740 tons of CO₂ 
equivalent, remaining the same as the baseline 
year 2016. This is because sequestration is assessed 
every 10 years, meaning the recorded value re-
mains unchanged until the next update. In 2024, 
sequestration in land restoration areas amounted 
to 1,260 tons of CO₂eq, reflecting a 4% increase 
compared to 2016.

In 2024, the avoided GHG emissions from Reyk-
javík Energy’s wetland restoration were estimated 
at 40 tons of CO₂eq, remaining unchanged since 
2017. A study is planned for summer 2025 to con-
firm these results.

Carbon Offsets
Reykjavík Energy has supported carbon offsetting 
projects since 2018. These projects focus on re-
ducing greenhouse gas emissions while promot-
ing sustainable development, social benefits, and 
economic gains. Since 2020, Reykjavík Energy has 
purchased certified emission reductions through 
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sity and improve urban environments, serving as 
both mitigation and adaptation actions to climate 
risks.

At the geothermal power plants in the Hengill area, 
monitoring and response mechanisms are in place 
to manage infrastructure stress and ensure the se-
curity of electricity and hot water supply.

All Reykjavík Energy subsidiaries are developing 
action plans and implementing these measures in 
collaboration with municipalities, institutions, aca-
demia, and research organizations as applicable.3 

Board Involvement in Approving 
the Plan for Achieving Sustainability 
Goals, Including Climate Targets
As Reykjavík Energy’s operations involve the con-
struction and management of infrastructure de-
signed to last over 50 years, the company must 
consider long-term climate risks in its investments 
and operations, as well as the opportunities they 
present. Reykjavík Energy’s management assesses 
and manages climate-related risks within the com-
pany and reports these risks to the Board.

The CEO of Reykjavík Energy receives monthly 
updates on climate-related performance from 
the company’s environmental lead. The role of 
the environmental manager includes overseeing 
climate-related matters, which also involves con-
tinuous monitoring of Reykjavík Energy’s progress 
toward its climate goals. Performance-based in-
centives related to carbon footprint reduction are 
not part of executive compensation.

Climate factors and key climate-related issues are 
on the monthly agenda of the Board of Reykjavík 
Energy. The Board reviews, monitors, and ap-
proves major plans concerning climate action, cli-

3 Memo Phase 4 - Adaptation to Climate Change – 2024

mate risk, the implementation and progress of cli-
mate targets, and mitigation measures, while also 
evaluating the opportunities these actions present.

At least once a year, the Board conducts a compre-
hensive review of the status and progress of proj-
ects related to climate change adaptation.

Climate Innovations
Reykjavík Energy has been at the forefront of in-
novation and development in climate and envi-
ronmental matters for the past decade. Innovation 
and development efforts are carried out within 
the company as well as in collaboration with do-
mestic and international academia. Cooperation 
between industry, academia, and municipalities is 
often essential for turning ideas into practical proj-
ects that benefit both businesses and society. More 
information about these projects, along with other 
Reykjavík Energy initiatives in climate and environ-
mental innovation and development, can be found 
on the company’s website.

In all its operations, Reykjavík Energy emphasizes 
the efficient and transparent utilization of renew-
able energy, strengthening trust and supporting 
long-term success and resilience. The company 
also aims to increase transparency in all its activ-
ities and innovations.

Reykjavík Energy’s products, which are derived 
from renewable energy, have a positive impact on 
the carbon footprint of its customers.

Actions in 2024
Reykjavík Energy has already undertaken numer-
ous measures to reduce greenhouse gas emissions 
and support climate adaptation. These include:

1. Application of the Carbfix method at geother-
mal power plants: CO₂ capture and sequestra-
tion at Hellisheiði Geothermal Power Plant. The 

goal is for Hellisheiði to become carbon neutral 
by 2025 and Nesjavellir by 2030. The project has 
already ensured the sequestration of thousands 
of tons of CO₂ equivalents annually. Estimated 
cost: ISK 1.5 billion.

2. CO₂ sequestration experiments using seawa-
ter in Helguvík: This project is unique on a glob-
al scale and paves the way for the future devel-
opment of the Carbfix method.

3. Internal carbon pricing: Reykjavík Energy has 
sought ways to procure more sustainable prod-
ucts, with a focus on steel produced through sus-
tainable methods, as steel pipelines represent 
a significant portion of Veitur Utilitie’s procure-
ment and carbon footprint. In 2024, the com-
pany set an internal carbon price at ISK 15,000 
per ton of CO₂ equivalent as a benchmark for all 
applicable projects.

4. Land restoration, afforestation, and vege-
tation recovery: In 2024, land restoration was 
carried out on approximately 4 hectares at 
Hellisheiði and Ölfusvatn, and birch and rowan 
trees were planted on 2 hectares near Hellisheiði 
Geothermal Power Plant. The primary goal is to 
strengthen ecosystems and increase vegetation 
cover. Enhanced carbon sequestration across 
965 hectares of land within Reykjavík Energy’s 
operational areas has further increased the 
company’s contribution to climate action.

5. Energy transition in transportation: Installa-
tion of fast-charging stations across the country 
and collaboration with municipalities and inves-
tors on electrification of ships. With over 50 fast-
charging stations, Reykjavík Energy has signifi-
cantly contributed to the energy transition.

6. Adapting utility networks to climate change: 
Improved monitoring of water quality and dis-
tribution systems, supporting analysis of climate 
impacts. Enhanced understanding of wastewa-

https://orkuveitan.is/documents/1593/Memorandum_-_Adaption_of_Reykjav%C3%ADk_Energy_to_Climate_Change_4th_Phace_2024.pdf
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ter system responses to climate-related events. 
Implementation of blue-green surface solutions 
in collaboration with municipalities to improve 
wastewater management and enhance climate 
resilience. Simultaneously, solutions are being 
developed to meet increasing demand and en-
sure maximum security of supply.

7. Artificial intelligence for hot water consump-
tion forecasting: This solution supports im-
proved hot water efficiency and increases fore-
casting accuracy, influencing future investment 
decisions in the district heating system.

8. Continued deployment of smart meters: These 
provide insight into electricity and hot water 
usage patterns over hours, weeks, or months, 
enabling customers to better manage their con-
sumption, detect anomalies and faults earlier, 
and create opportunities for energy savings and 
cost reduction. These meters improve reliability 
and accountability in energy distribution. Veitur 
Utilities gains a better overview of how outdoor 
temperatures affect energy demand, allowing 
for more accurate forecasting, faster response 
to malfunctions, and enhanced support for the 
sustainable and responsible use of resources. 
More details are available on the Veitur Utilities 
website.

9. United Nations carbon offsetting: Since 2020, 
Reykjavík Energy has purchased certified emis-
sion reductions through the United Nations Cli-
mate Agreement, supporting the "RIPPLE Afri-
ca’s Improved Cookstove Project in Malawi." In 
2024, Reykjavík Energy offset 1,200 tons of CO₂ 
equivalents, compared to 645 tons in 2020, rep-
resenting an 86% increase in purchased offsets. 
By supporting the Malawi project, GHG emis-
sions are reduced while also combating defor-
estation and respiratory diseases, particularly 
among women and children.

Electricity sales through ON Power's charging network
Presented as avoided CO2-EQ emissions

Electric Vehicles Reduce Emissions
ON Power has been a pioneer in establishing charging infrastructure for electric vehicles in Iceland, having 
installed the country’s first fast charger in 2014. Today, ON Power’s charging services include fast charging, 
home charging subscriptions, corporate charging, and neighbourhood charging in collaboration with mu-
nicipalities.

The accompanying figure illustrates total sales across these charging services by month from 2022 to 2024. 
The data is presented as avoided CO₂ emissions, and estimates suggest that this electric vehicle charging has 
collectively prevented approximately 30,000 tons of CO₂ emissions.

 -

 5.000

 10.000

 15.000

 20.000

 25.000

 30.000

 -

 200

 400

 600

 800

 1.000

 1.200

 1.400

 1.600

Ja
n-

22

M
ar

-2
2

M
ay

-2
2

Ju
l-2

2

Se
p-

22

N
ov

-2
2

Ja
n-

23

M
ar

-2
3

M
ay

-2
3

Ju
l-2

3

Se
p-

23

N
ov

-2
3

Ja
n-

24

M
ar

-2
4

M
ay

-2
4

Ju
l-2

4

Se
p-

24

N
ov

-2
4

A
cc

um
ul

at
ed

av
oi

de
d

em
iss

io
ns

(to
nn

es
 C

O
2)

To
nn

es
 C

O
2 

av
oi

de
d

pr
. m

on
th

Electricity sales in public EV charging
stations by ON
- presented as avoided CO2-eq emissions



Annual Financial Statements 202434

TABLE OF CONTENTS ENVIRONMENT SOCIETY GOVERNANCE FINANCES

Future Actions
Future large-scale actions to mitigate risk and capital-
ize on opportunities in energy production and opera-
tions at Reykjavík Energy related to greenhouse gas 
emissions:

1. Application of the Carbfix method at geothermal 
power plants in the Hengill area and utilization 
of experience from the operation of the air abate-
ment unit at Hellisheiði Geothermal Power Plant for 
the design and decision-making process regard-
ing emissions treatment at Nesjavellir Geothermal 
Power Plant.

2. More sustainable procurement. In the long term, 
Reykjavík Energy needs to integrate internal carbon 
pricing into investment project decision-making 
and improve employee awareness of its application 
in project evaluations. Additionally, the company 
must conduct a long-term assessment of how goods 
and services related to energy production and op-
erations impact risk, opportunities, and mitigation 
measures within sustainable procurement.

Reykjavík Energy will continue working on the follow-
ing projects:

• Energy transition in transportation
• Adaptation of utility networks to climate change
• Deployment of smart meters
• Land restoration, afforestation, and vegetation 

recovery
Reykjavík Energy’s strategy outlines a significant in-
crease in sustainable and diverse energy production, 
while also committing to achieving carbon neutrality 
by 2040. If energy production expands significantly, 
greenhouse gas emissions from planned investments, 
infrastructure, and long-term contracts are expected 
to increase. The company has not yet conducted a de-
tailed analysis of how these future developments will 
impact its carbon footprint, but it is clear that assessing 
the emission impacts of these projects will be necessary 
for emissions management.
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E3 Water- and Marine Resources

Water Resources 

Strategy, Approach and Goals 
Water extraction from Veitur’s and ON Power’s 
water sources is a fundamental aspect of Reykjavík 
Energy’s operations and plays a crucial role in the 
quality of life for the communities it serves.

Veitur operates fifteen water sources, supplying 
water to the capital region, West Iceland, and 
South Iceland. Its distribution systems serve ap-
proximately 45% of Iceland’s population. More in-
formation about the water utility can be found on 
Veitur’s website. ON Power operates three water 
sources, which are used in the company’s geother-
mal power plants.

Daily domestic water consumption in the capital re-
gion is not individually metered but is estimated at 
140 liters per person on average. Every year, water 
leakage is roughly assessed within Veitur’s service 
areas based on annual flow and production data, 
industrial consumption measurements, and esti-
mated per capita usage. This leakage assessment, 
along with infrastructure condition evaluations and 
demand forecasts, helps identify priority areas 
where water reserves or distribution capacity are 
at risk.

Through active leak detection, pipe renewal, and 
repairs, Veitur have kept water loss within accept-
able limits: 10-15% in the largest utilities, around 
20% in mid-sized utilities, and up to 25% in the 
smallest ones. Exceptions include small utilities 
and one mid-sized system in a vulnerable state. 
In Reykjavík, leaks were reduced from 50% to 10% 
following an intensive campaign from 1986 to 1987, 
and that progress has been maintained. In recent 
years, leaks have been reduced by up to 10% in 
mid-sized utilities in West Iceland. Veitur is imple-
menting automation to improve leak detection and 
reduce water wastage in distribution networks. This 
includes increasing the number of district meters 
and developing advanced methods to enhance 
leak identification and pinpoint locations with 
greater accuracy. This initiative is part of the LIFE 
ICEWATER project, led by the Environment and 
Energy Agency of Iceland. Additionally, acoustic 
sensors have been installed in Veitur’ s distribution 
networks to detect leaks based on sound changes. 
Veitur is also introducing new technologies to facil-
itate pipeline condition assessments.

Reykjavík Energy’s Sustainability Strategy empha-
sizes its responsibility for the resources it utilizes. 
Responsible resource management ensures that 
future generations have the same opportunities as 
present ones to access and benefit from water re-
sources, while also verifying sustainable practices. 
Reykjavík Energy is committed to protecting drink-
ing water resources from threats and contamina-
tion, recognizing the responsibility entrusted to the 
company.

The goal is to ensure that:

• Water sources supplying Veitur’s and ON 
Power’s service areas remain unpolluted. 
Water extraction and related activities must 
not compromise the potential for equivalent 
future water use.

A resource assessment indicator has been estab-
lished to monitor the status and progress of drink-
ing water extraction across Veitur’s and ON Pow-
er’s water sources. This metric evaluates activated 
water reserves, future reserves, water quality, and 
potential risks and is updated annually.

In accordance with Environment and Energy Agen-
cy of Iceland requirements for the implementation 
of Iceland’s Water Plan, impact assessments are 
conducted for projects affecting water bodies to 
support permit applications. Such assessments 
were carried out for applications regarding in-
creased utilization of Veitur’s water source at 
Steindórsstaðir in Reykholtsdalur and for ON Pow-
er’s drilling operations at Meitlar and Hverahlíð.

Veitur has not set general targets for reducing wa-
ter extraction and consumption, but the company 
has collaborated with large consumers and mu-
nicipalities in areas experiencing water shortages 
to reduce water use and promote responsible re-
source management.

Water Protection Areas
Defining water protection zones around Veitur’s 
and ON Power’s water sources is one of the most 
important measures to ensure the purity of drink-
ing water and prevent contamination. Collabora-
tion with stakeholders, including public health au-

From RE's strategy:

Responsible utilization of water- 
and marine resources for the fu-
ture by maximizing the lifetime of 
resources and minimizing environ-
mental impact.

https://www.veitur.is/en/distribution-system-cold-water
https://orkuveitan.is/en/about-or/organization-and-corporate-governance/corporate-strategy/sustainability-strategy-/
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thorities and the Environment and Energy Agency 
of Iceland, which also serve as regulatory bodies 
for water extraction, is crucial to achieving this ob-
jective. Systematic preventive measures and mon-
itoring are in place to safeguard drinking water 
quality.

Environmental factors, microbial contamination, 
and climate change effects are closely monitored, 
along with the transportation of oil, gasoline, and 
other hazardous substances within the water pro-
tection zone of the capital region in Heiðmörk. 
More information is available on Veitur’s web-
site. Accidents and incidents involving hazardous 
behaviour within water protection areas are re-
corded, reviewed, and addressed as necessary. 
Continuous improvements are being made to pro-
cedures for pipe connections and flushing in Vei-
tur’s distribution systems. To prevent contamination 
incidents, all Veitur and ON Power employees as 
well as contractors working on projects in water 
protection areas receive training on water protec-
tion measures before construction begins. This re-
quirement is explicitly stated in tender documents.

Groundwater Levels
Groundwater reserves for drinking water resourc-
es are closely monitored, along with the impact of 
their utilization, in Heiðmörk and other water ex-
traction areas operated by Veitur and ON Power. 
This is done through a dense network of ground-
water level meters in boreholes, data on extraction 
and withdrawals from boreholes supplying the 
capital region and the Hengill area, and an annu-
ally updated groundwater model. In summer 2024, 
the water level in Grenkriki, Heiðmörk, reached a 
historic low due to low precipitation in 2023 and 
limited snowmelt and rainfall in spring 2024. How-
ever, this low groundwater level did not affect Ve-
itur’s operations or supply security but resulted in 
reduced water levels in some nearby lakes and riv-
ers around the capital region.

The Environment and Energy Agency of Iceland 
and water utilities in the capital region discussed 
the low water levels in Hvaleyrarvatn and reduced 
flow in Kaldá, focusing on the relationship be-
tween water extraction and groundwater levels. 
The discussion concluded that weather patterns 
and natural variations in water table levels play 
a greater role than water extraction, as precipita-
tion variability within the watershed is significant-
ly higher than the rate of extraction. An extensive 
monitoring and stress test has been conducted to 
assess the potential impact of water extraction 
from Vatnsendakrikar on Hafnarfjörður’s water 
source at Kaldárbotnar. The results of the stress test 
indicate more optimistic outcomes than initially ex-
pected, suggesting that the impact may be less sig-
nificant than previously estimated. Veitur aims to 
ensure the long-term sustainable use of the area, 
as water quality remains stable and high, and the 
elevation of the area is essential for maintaining 
system pressure.

Increased Seismic Activity
In 2024, increased seismic activity in the Ljósufjöll 
volcanic system in West Iceland has not affected 
the operation of Veitur’s utility systems in the area. 
The Grábrókarhraun water source is the most vul-
nerable to such effects, and temporary turbidity 
increases have been observed in connection with 
large earthquakes on the Reykjanes Peninsula 
and in North Iceland. Given the current location of 
seismic activity, it is considered unlikely that lava 
would reach Veitur’s resource areas in the event of 
an eruption.

Cold Water Extraction, Internal Use, 
and Reuse of Cold Water
In 2024, Veitur’s extraction of cold drinking water 
amounted to nearly 28 million m³. ON Power ex-
tracted over 87 million m³ of cold water, the ma-
jority of which was heated in geothermal power 
plants in the Hengill area and subsequently used 
for space heating in the capital region.

ON Power also utilizes condensate from geother-
mal power plants for CO₂ and hydrogen sulfide 
capture and sequestration using the Carbfix meth-
od. Instead of being discharged into cooling tow-
ers, the condensate is reused before being reinject-
ed into the bedrock.

Water Quality
Water quality in Veitur’s and ON Power’s water 
utilities in 2024 was generally good and, in most 
cases, complied with quality standards, legal 
provisions, regulations, and company objectives. 
Some deviations occurred in rural areas, which 
were addressed accordingly, see1: 

• A quality deviation occurred in drinking 
water from Svelgsárhraun on Snæfellsnes at 
the end of the year. The water is used in rural 
areas of the region. No E. coli was detected, 
but precautionary notices were issued to 
vulnerable users recommending boiling the 
water. UV treatment ensures the safety of 
drinking water in Stykkishólmur, but the rural 
area supply is not yet UV-treated. Veitur is 
working to install temporary UV treatment 
near the water source to secure water quality 
for all users in the service area.

1 Water utilities and water protection issues 2024

https://orkuveitan.is/documents/1592/EN_Water_utilities_and_water_protection_issues_2024.pdf
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• A quality deviation occurred in the Seleyri 
water source, which supplies Borgarnes. As a 
precautionary measure, boiling notices were 
issued. Follow-up sampling confirmed com-
pliance. Veitur responded by improving the 
sampling facility and is currently renovating 
the pumping station in the area, where UV 
treatment for drinking water will be installed 
and commissioned in 2025/2026.

• A failure occurred in one of the two UV treat-
ment units in Akranes’ water supply in May, 
leading to untreated water entering the dis-
tribution network for several hours. The West 
Iceland Public Health Authority was notified. 
Procedural and equipment modifications 
were made to prevent similar incidents from 
occurring in the future.

• Residents of Akranes noticed an unusual 
taste in the cold water in August 2023, which 
was traced to green algae in a reservoir 
near the Berjadalsá water source. This did 
not recur in summer 2024, due to colder 
weather conditions and operational adjust-
ments at the water source. Water samples 
were taken, and the results were satisfactory. 
These algae are common in unpolluted riv-
ers and lakes in Iceland and are not consid-
ered a health risk.
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Future Actions
Future actions to reduce risks and seize opportu-
nities related to drinking water extraction and the 
operations of Veitur and ON Power include:

1. Continued implementation of strategic proj-
ects on drinking water reserves and water 
distribution in the capital region, Akranes, Bor-
garnes, Reykholt, Hvanneyri, and Stykkishólmur.

2. Implementation of UV treatment at Veitur’s 
water sources in Seleyri and Svelgsárhraun in 
West Iceland to ensure an adequate supply of 
safe drinking water for Borgarbyggð and Hel-
gafellssveit.

3. Mitigation measures for potential impacts 
of wildfires on water quality. In May 2021, ex-
tensive wildfires occurred within the water ex-
traction area of the capital region following 
prolonged drought, burning over 55 hectares 
of land. The fires reached within 600 meters 
of the wellfield at Vatnsendakrikar. Research 
confirmed that wildfires can affect the chemi-
cal composition of groundwater, highlighting 
the need for fire protection measures as part of 
water source management and urban planning 
in the ongoing zoning process led by Reykjavík 
City.

4. Increased seismic activity in the Ljósufjöll vol-
canic system has led to enhanced monitoring 
by the Icelandic Meteorological Office. Veitur is 
closely following the findings and will reassess 
risks accordingly.

5. Demolition of summer houses within Veitur’s 
water protection area in Grábrókarhraun 
near Hreðavatn. Estimated cost: ISK 6 million.

6. Exploratory drilling in Bláfjöll within the ex-
tended water protection zone of the capital 
region, carried out by the Association of Mu-
nicipalities in the Capital Area. The purpose 
is to better define watershed boundaries and 
recharge areas for the capital region’s water 
sources. Drilling was difficult due to geological 
conditions, and only one of three planned bore-
holes was completed in 2024. Additional mea-
surements in existing boreholes are scheduled 
for 2025, with a reassessment of further drilling 
feasibility.

7. Monitoring the relationship between environ-
mental factors, microbial contamination, and 
climate change. Data collection and research 
continued in 2024 to improve understanding of 
these interactions.2 

8. Leak detection using acoustic monitoring and 
other diagnostic methods. Veitur detects wa-
ter leaks in pipelines by listening for pressure 
changes. In 2024, a significant leak of 8 liters per 
second was identified and repaired in Álftanes.

9. Deployment of smart meters in the water util-
ity system to support future infrastructure plan-
ning and improve leak detection. This project is 
part of the LIFE ICEWATER initiative, led by the 
Environment and Energy Agency of Iceland.

10. New method for pipeline renewal tested at 
Sogavegur in Reykjavík. Instead of excavating 
the entire pipeline, a new liner was inserted into 
the existing pipe, reducing construction time, 
costs, environmental impact, and carbon foot-
print.

2 Research projects in and around the water protection areas of 
Veitur and ON Power 2024

Actions in 2024 
Drinking water extraction is assessed within Reyk-
javík Energy’s resource evaluation framework. 
This means evaluating the risks associated with 
water extraction and utility operations, as well as 
external threats to drinking water, such as climate 
change. Short- and long-term actions are taken as 
needed.

Actions in 2024 to mitigate risks and seize oppor-
tunities related to drinking water extraction and 
operations at Veitur and ON Power:

1. Analysis of water demand and future water 
reserves for Grundarfjörður, Stykkishólmur, and 
Akranes, as well as for Álfsnes, Esjumelar, and 
Kjalarnes in Reykjavík.

2. Implementation of UV treatment for Veitur’s 
water sources at Hvanneyri and Lindaveita at 
Nesjavellir. This deactivates microorganisms 
that may enter the water sources during snow-
melt, ensuring safer distribution.

3. Expansion of the water protection areas for 
the capital region. Veitur has requested an ex-
pansion of the security zone to cover a planned 
development area in Hólmsheiði. This follows 
recommendations from consultancy firm Vat-
naskil, which conducted an analysis for Reyk-
javík City and Veitur.

4. Local plan for Heiðmörk. Reykjavík City is 
working on a zoning plan for the area in coop-
eration with Veitur, Reykjavík Energy, and other 
stakeholders. This plan will shape the long-term 
vision for the region and is key to ensuring the 
highest possible water quality for the capital 
area in the future. Reykjavík Energy and Veitur 
will prioritize drinking water quality and pre-
ventive measures in this planning process.

https://orkuveitan.is/documents/1587/EN_Research_projects_in_and_around_water_protection_areas_2024.pdf
https://orkuveitan.is/documents/1587/EN_Research_projects_in_and_around_water_protection_areas_2024.pdf
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Marine Resources

Strategy, Approach, and Aoals
The development and operation of Veitur’s waste-
water system is a fundamental aspect of Reykjavík 
Energy’s operations and plays a crucial role in the 
quality of life for the communities it serves.

Veitur manages wastewater operations in urban 
areas in Reykjavík, Akranes, and Borgarbyggð. 
Wastewater from Kópavogur, Mosfellsbær, Selt-
jarnarnes, and parts of Garðabær is treated at 
Ánanaust and Klettagarðar wastewater treatment 
plants, covering approximately 60% of Iceland’s 
population. More information about wastewater 
management is available on Veitur’s website.

Reykjavík Energy’s Sustainability Strategy states 
that the company’s operations result in the release 
of substances and energy into the environment. 
Emissions must only occur if their impact on health 
is negligible and environmental effects are accept-
able and continuously decreasing.

The goals are to:

• Ensure that wastewater treatment perfor-
mance at treatment plants complies with 
legal and regulatory limits, while also 
preparing for anticipated future treatment 
requirements.

• Monitor wastewater receiving environments 
in accordance with operating permits, legis-
lation, regulations, and Iceland’s Water Plan. 
The concentration of fecal bacteria near 
discharge points should never exceed 1,000 
colony-forming units (CFU) per 100 mL and, 
where applicable, stricter limits must be met 
for bathing areas in nature or surface waters 
near food production sites.

• Prevent untreated sewage discharge from 
combined sewer systems via overflow outlets 
due to stormwater loads exceeding 5% of 
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Kringlumýrarræsi Elliðaárbrunnur Snorrabraut

Boðagrandi Faxaskjól Ánanaust

Virkni yfirfalla fráveitu á höfuðborgarsvæðinu
Overflow time in sewage systems in the capital area 
Overflow time in Veitur's sewage systems in the capital area from 2022-2024 when untreated sewage was discharged 
into the ocean. According to regulation no. 798/1999 on sewage systems and wastewater, it is permitted to allow sur-
face-water to flow through overflows up to 5% of the year or when mixed sewage with geothermal- or surface-water is 
at least in a ratio of one to five. Veitur's records are automated, and it has become apparent that they should be taken 
with caution. In 2024, data from automatic meters indicate that discharges exceeded 5% from Elliðaárbrunnur, but not 
as much as shown in the image. The explanation is that solid material has settled on the sensor, giving an incorrect 
reading. Unfortunately, it proves difficult to correct the measurements.
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https://orkuveitan.is/en/about-or/organization-and-corporate-governance/corporate-strategy/sustainability-strategy-/
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Virkni neyðarútrása á höfuðborgarsvæðinu
Operation of emergency overflows in the capital area 2022-2024
The sewage system was under pressure due to weather, repairs to control equipment, and renewal of filtering equipment in 2024. 
Extensive repairs at Ánanaust took several months, making it necessary to discharge untreated sewage into the sea through emer-
gency overflows.

total annual operating time. Under normal 
operating conditions, discharges should only 
occur in conjunction with stormwater flows, 
and essential maintenance activities should 
be considered acceptable deviations from 
normal operational standards.

• Under normal operating conditions, emer-
gency discharge outlets should not be 
activated.

Veitur has established a long-term goal to ensure 
that shorelines within its operational areas remain 
clean, as coastal areas are designated as recre-
ational zones in municipal master plans. During 
construction projects, Veitur avoids, whenever 
possible, any disruption to marine and coastal ar-
eas that are protected under nature conservation 
laws, supporting the sustainable use of marine and 
coastal resources.

The provisions of wastewater operating permits 
also take ecological limits into account.

Regular meetings with regulatory authorities, such 
as municipal health inspection agencies, are held 
to develop monitoring plans, track progress, and 
ensure the implementation of necessary measures.

Wastewater Discharge into the 
Ocean
Residents and businesses within Veitur’s wastewa-
ter service area have access to wastewater infra-
structure and treatment in compliance with regula-
tions. However, the company has been granted an 
exemption from the general wastewater treatment 
requirement, if the receiving waters is monitored 
for potential negative impacts. See the section be-
low on seawater quality for more details.

The discharge of untreated wastewater through 
overflow outlets is an inherent part of the waste-
water system developed over past decades. This 
will remain the case in the foreseeable future, as a 
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Setjum heiti á grafi hér – ekki notað
Overflow time in Veitur's sewage systems in West Iceland
Overflow time in Veitur's sewage systems in West Iceland 2024 when untreated sewage was discharged into the ocean. In 2024, 
sewage discharge through overflows in West Iceland was within the set limits established by Veitur. Veitur's records are automated, 
and it has become apparent that they should be taken with caution. According to regulation no. 798/1999 on sewage systems and 
wastewater, it is permitted to allow stormwater to flow through overflows up to 5% of the year or when mixed sewage with geother-
mal or surface-water is at least in a ratio of one to five.

mixture of sewage, stormwater, and hot and cold 
water from households continues to flow through 
the wastewater collection and transmission net-
work. This combined flow overloads the system, 
particularly during heavy rainfall and snowmelt, 
leading to coastal pollution. Veitur has responded 
by improving leak detection and upgrading infra-
structure to separate stormwater from wastewater. 
Currently, approximately 28% of Veitur’s wastewa-
ter pipes (by length) are combined sewers. In addi-
tion to these factors, climate change impacts—such 
as weather variability, increased precipitation in-
tensity, flooding, and rising sea levels—affect the 
performance of wastewater systems.

Seawater Quality and Monitoring of 
Receiving Waters
Veitur and the Environmental Health Authority 
of Reykjavík regularly monitor the microbiolog-
ical quality of coastal waters in Reykjavík and 
Kjalarnes. According to Veitur’s operating per-
mits, sampling is conducted every four years, with 
monthly tests for one year during each cycle. The 
most recent year-long sampling period was from 
May 2023 to April 2024, covering 10 sampling sites 
in the capital region. In 2024, a total of 130 sam-
ples were collected. Along the coastline, 78% of the 
samples were below the reference limits for E. coli 
bacteria, and 95% were below the reference limits 
for enterococci, indicating low levels of fecal con-
tamination.3 4  

Every four years, Veitur also conducts environmen-
tal monitoring of its wastewater receiving waters, 
with sampling near the main discharge points of 
treatment plants, following detailed guidelines 
from the Marine and Freshwater Research Institute. 
The 2023-2024 monitoring results for wastewater 
discharges into Faxaflói Bay and near Akranes 
were compared to the EU Water Framework Di-

3 Sewage treatment, overflows and sea water quality 2024 
4 Sewage discharge report 2024
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https://orkuveitan.is/documents/1589/EN_Sewage_treatment_overflows_and_sea_water_quality_2024.pdf
https://orkuveitan.is/documents/1588/EN_Sewage_discharge_report_2024.pdf
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after treatment are now well documented, and 
data was evaluated in relation to potential fu-
ture treatment requirements. Cost: ISK 2.7 mil-
lion.

8. Responsible consumption. Veitur continued to 
educate the public on not using toilets as trash 
bins. Items such as disinfecting wipes, wet wipes, 
and other waste create stress on wastewater in-
frastructure and the environment.

Future Actions
Future actions to reduce risks and leverage oppor-
tunities in Veitur’s wastewater infrastructure and 
operations include:

1. Implementation of primary wastewater treat-
ment. Preparations are underway for invest-
ments and measures to ensure that wastewater 
treatment in the capital region and West Ice-
land meets at least the regulatory definition of 
primary treatment. These will involve significant 
investments.

2. Complete separation of non-wastewater flows 
from the sewer system. Long-term plans for sur-
face-water separation will continue.

3. Modifications to the wastewater system to im-
prove water quality in Vatnsmýri and Tjörnin. 
Veitur will carry out projects funded through the 
LIFE ICEWATER initiative, led by the Environ-
ment and Energy Agency of Iceland.

4. Installation of flow meters in the wastewater sys-
tem. The objective is to establish mass balance 
accounting at key wastewater outlets, pumping 
stations, and treatment plants to quantify un-
treated wastewater overflows and better distin-
guish municipal contributions to system usage. 
Additionally, continuous specialized monitor-
ing, such as temperature measurements at se-
lected locations, will be implemented.

plants. Preparations for necessary investments 
are underway, in line with wastewater treatment 
regulations. Feasibility studies and preliminary 
design will take place in 2025.

3. Separation of extraneous water from the sew-
er system. Systematic efforts are ongoing to 
separate non-wastewater flows from sewage 
networks. Separation projects were carried out 
at Hlemmur, Framnesvegur, Skógarhlíð, Ármúli, 
Grensásvegur, parts of Suðurlandsbraut, Ártún-
shöfði, and Flóahverfi in Akranes, as well as 
Sæunnargata in Borgarnes.

4. Environmental monitoring of wastewater dis-
charge from the capital region and Akranes 
was completed in late 2024. The studies adhered 
to nationally standardized requirements based 
on Iceland’s Water Plan. Results confirmed that 
the receiving water bodies are in very good con-
dition.

5. Surface-water management solutions. In co-
operation with municipalities, Veitur is imple-
menting blue-green surface-water solutions 
(BGO) to slow rainwater runoff from streets, 
roads, and other urban surfaces before it enters 
the wastewater system. Projects in Vogabyggð, 
Kvosin, Lönguhlíð, Leirtjörn, and Keldnaland 
aim to reduce the risk of polluted water dis-
charge through overflow outlets. BGO measures 
will be incorporated into most road construction 
projects in Akranes, Borgarbyggð, and Reyk-
javík.

6. Biological treatment plants. A study is under-
way on the biological treatment plants in Bor-
garfjörður, aiming to reduce high microbial 
concentrations in receiving waters.

7. Wastewater system data analysis. A com-
prehensive review was conducted to improve 
knowledge of resource flows, energy content, 
and material transport within the wastewater 
system. The quantities of materials before and 

rective’s ecological status classification, assessing 
chlorophyll concentration, nutrient levels, and in-
vertebrate biodiversity. The results indicate that 
the water bodies in Faxaflói Bay and Akranes are 
in excellent condition. The findings have been sub-
mitted to the Environment and Energy Agency of 
Iceland, which will determine whether the receiving 
waters should remain classified as "less sensitive".

There were several instances of untreated sewage 
discharge through overflows and emergency out-
lets in 2024. The main contributing factors were re-
placement of screen filters at the Ánanaust waste-
water treatment plant from March to April, which 
triggered emergency bypass operations. Addition-
ally, there were repairs to the control system at the 
Boðagrandi pumping station.

Actions in 2024
Wastewater systems play a key role in public health 
and community well-being. Improvements to the 
system are made as needed, while also identifying 
opportunities that wastewater infrastructure and 
operations may present.

Successful initiatives in 2024 included targeted 
leak detection, updated maintenance procedures 
for pumping stations, and major infrastructure 
investments to divert stormwater away from the 
sewer system—a top priority for the wastewater 
division. Additional actions in 2024 to mitigate risks 
and leverage opportunities in Veitur’s wastewater 
infrastructure and operations:

1. New wastewater pumping station at Naus-
tavogur, Reykjavík. This station will allow for 
maintenance while simultaneously treating 
and pumping wastewater forward, unlike older 
coastal pumping stations that lack this capabili-
ty. Estimated total cost: over ISK 2 billion.

2. Primary wastewater treatment implementa-
tion. Veitur has decided to meet primary treat-
ment standards at its wastewater treatment 
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The results of sample testing by the Environmental 
Health Authority of Reykjavík (HER) are available 
on HER's website. Faxaflóahafnir and the West Ice-
land Environmental Health Authority conduct regu-
lar measurements of microbial pollution in harbors 
in Reykjavik, Akranes, and Borgarnes, as well as at 
Langasandur in Akranes. The results are accessi-
ble on their respective websites. Veitur measures 
microbial concentrations in treated wastewater 
and near the outlets of Veitur's treatment plants at 
Bifröst, Varmaland, Reykholt, and Hvanneyri. The 
results are available in annual summary reports on 
Veitur's website.

Seawater Quality Along the Coastline in Reykjavík

Seawater quality along Reykjavik coastline- a total of 130 samples for each microorganism group
Seawater Quality Along the Coastline in Reykjavík and at the Edge of Dilution Zones. Percentage (%) of samples measuring below 
threshold limits, i.e., under 100 CFU per 100 mL at the shoreline in Reykjavík from 2013 to 2024, and under 1,000 CFU per 100 mL at 
the edge of dilution zones from 2013 to 2021.

Heat-Resistant 
Microorganisms

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Fecal Coliforms % 90 86 92 85 81 87 90 93 87 95 83 78

Enterococci % 99 95 96 95 96 96 99 97 93 99 93 95

From 2014 to 2021, Veitur conducted additional sampling alongside the samples taken by the Environmental Health Authority of Reykjavík (HER), and 
the results are presented in the table. Veitur did not conduct shoreline sampling in Reykjavík in 2022 (except in connection with maintenance projects) 
since operating permit requirements specify sampling every four years. 

Seawater quality at the edge of dilution zones

Heat-Resistant 
Microorganisms

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Fecal Coliforms %  97 97 100 100 97 100 100 100  -  -  -

Enterococci %  100 100 100 100 100 100 100 100  -  -  -

In 2021, Veitur stopped sampling at the edge of dilution zones, since it is not required in operating permits.

Seawater Quality near Akranes and Borgarnes 

Seawater quality along the coastline
No samples were taken in 2024. Sampling is required every four years, with monthly measurements conducted over one year. The 
last sampling period was 2022–2023. The table shows the percentage of samples below threshold limits (100 CFU per 100 mL for 
coastal waters and rivers).

Heat-Resistant Microorganisms 2021 2022 2023 2024

Akranes

6 samples taken for each 
microorganisml group

Fecal Coliforms % 86 85 83  -

Enterococci % 93 96 100  -

Borgarnes

11 samples taken for each 
microorganisml group

Fecal Coliforms % 96 100  - 

Enterococci % 97 100  -
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E4 Biodiversity and Ecosystems

Strategy, Approach and Goals
The natural resources of Iceland serve as the foun-
dation for Reykjavík Energy’s operations and the 
quality of life in the communities it serves. The 
company’s operational area extends across the 
country, with its licensed services spanning from 
Grundarfjörður in the west to Hvolsvöllur in the 
south. Approximately 1,600 square kilometres of 
Reykjavík Energy's own land fall within protected 
areas. These include water conservation areas, 
designated reserves, areas listed in the national 
nature conservation register, and other specially 
protected sites. Biodiversity is an integral part of 
these areas.1

As part of Reykjavík Energy’s Sustainability Strat-
egy, the company is committed to seeking opti-
mal solutions where resource utilization for public 
benefit is evaluated in balance with other interests, 
including biodiversity. The objective is to minimize 
biodiversity loss on land, in freshwater, and in ma-
rine environments due to Reykjavík Energy’s proj-
ects and operations. No land owned or leased by 
the company should fall into the "red zone" accord-
ing to Reykjavík Energy’s biodiversity assessment 
metrics.

1 Protected areas 2024. Birds and plants on Watch Lists 2024.

In 2024, biodiversity was incorporated into Reyk-
javík Energy’s resource assessment framework. 
This means that the risks associated with hot wa-
ter extraction for heating, cold water extraction 
for consumption, electricity production, wastewa-
ter management, fiber optic infrastructure, and 
carbon sequestration are evaluated for their im-
pact on ecosystems, and mitigation measures are 
implemented as needed. Additionally, potential 
opportunities for biodiversity conservation within 
Reykjavík Energy’s activities—and vice versa—are 
explored.

Areas, where Reykjavík Energy impacts key plants 
and animal species, habitats, and ecosystem ser-
vices are assessed based on:

1. The significance of the area and

2. The priority level for intervention.

Each of these main factors is divided into subcat-
egories, such as ecosystem quality and condition, 
conservation value, environmental stress, mitiga-
tion measures undertaken, changes in stress levels, 
and Reykjavík Energy’s control over these pres-
sures. This assessment aligns with the guidelines of 
the International Union for Conservation of Nature 
(IUCN).

Once the assessment of an area's significance and 
intervention priority is completed, an overall score 
is assigned to indicate the status of biodiversity in 
that area. The results are based on available re-
search data.

This information enables Reykjavík Energy’s man-
agement and board, regulatory authorities, and 
financial institutions to make responsible decisions 
regarding investments and funding for these areas.

Actions in 2024
Actions taken in 2024 to reduce risks and seize 
opportunities related to the impact of Reykjavík 
Energy’s energy production and operations on bio-
diversity:

1. Restoration of damaged ecosystems due to 
energy production as close as possible to their 
previous state. During all construction activities 
on vegetated land, emphasis is placed on pre-
serving and replanting local vegetation for land 
restoration to prevent soil and vegetation ero-
sion, as is done in Hellisheiði and Andakílsá ar-
eas. Priorities include proper site management, 
continuous restoration work during construction, 
returning the natural environment to its previous 
state, and reducing visual impact. Work pro-
cedures and education are regularly refined to 
ensure even better environmental awareness 
and work procedures among employees and 
contractors. The annual cost of ecosystem resto-
ration is approximately ISK 40 million.

2. Andakílsá Hydropower Plant in Borgarfjörður 
has varying impacts on the water bodies An-
dakílsá 1 and 2, Skorradalsvatn, and Fitjar. 
According to an impact assessment by the Ma-
rine and Freshwater Research Institute, the eco-
logical condition of Andakílsá 2 was not good. 
However, the ecosystem of Andakílsá 1 has re-
covered after a significant amount of sediment 
entered the river during an inspection in May 
2017. Salmon fishing in 2024 was very good, 
with nearly 525 salmon caught, which is almost 
400 more than in 2023. Around 20,000 salmon 
smolts were released into the river, and an ad-
ditional 20,000 smolts were placed in hatcher-

From RE's strategy:

Responsible utilization of energy 
resources for the future (thermal 
and electricity) by minimizing en-
vironmental impact and protecting 
biodiversity and ecosystems.

https://orkuveitan.is/documents/1585/EN_Protected_areas_2024._Birds_and_plants_on_Watch_Lists_2024.pdf
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ies. Riverbank reinforcements along Andakílsá, 
implemented since 2021, have proven effective. 
The estimated investments in these reinforce-
ments were approximately ISK 40 million.

3. The water level of Skorradalsvatn is moni-
tored. In 2024, the water level exceeded ref-
erence limits for several days due to heavy 
rainfall.2 The water flow in Andakílsá fell below 
reference limits for two days in June, due to con-
struction work on the intake pipeline of the An-
dakílsá hydropower station.

4. Implementation of blue-green surface water 
solutions in urban areas in collaboration with 
municipalities. Veitur and the City of Reykjavík 
have developed guidelines on the implemen-
tation and design of blue-green surface water 
solutions. The benefits of implementing such 
solutions go beyond environmental advantag-
es, as they also contribute to social, economic, 
and public health improvements.

5. Injection of hydrogen sulphide from geother-
mal power plants to reduce emissions that 
may cause air, vegetation, and water pollu-
tion. The Icelandic Institute of Natural History 
has monitored the moss near the geothermal 
powerplants in the Hengill area every five years 
since 2012. The results from 2022 show that moss 
cover remained largely unbroken and undam-
aged, and overall, there were fewer instances of 
moss damage compared to previous years. ON 
Power believes that these results are likely due 
to a significant reduction in hydrogen sulphide 
emissions into the atmosphere from Hellisheiði 
Power Plant, resulting from injection efforts. In 
2024, the preparation for the expansion of the 
air abatement plant at Hellisheiði Power Plant 
was in its final stages, with estimated invest-
ments of nearly ISK 1.5 billion.

2 Water level in Lake Skorradalsvatn 2024

Hellisheiði
Injection of hydrogen sulphide began at Hellisheiði Geothermal 
Power Plant in 2014, reaching 50% of the plant’s emissions by 
2024.

Nesjavellir
Injection of hydrogen sulphide started on a pilot scale in 2023, 
accounting for 1% of the plant’s emissions in 2024.

Emissions of hydrogen sulphide from geothermal 
power plants are continuously monitored,3 along 
with hydrogen sulphide concentrations at air quali-
ty monitoring stations.4 For further information, see 
the website of the Environment and Energy Agen-
cy.

3 Emissions of carbon dioxide & hydrogen sulphide and emis-
sion intensity from Hellisheidi and Nesjavellir
4 Atmospheric concentrations of H2S in populated areas and 
regulatory limits 2024

6. Considering landscape integrity, habitats, en-
ergy production, tourism, outdoor recreation, 
and education from the start. ON Power has 
so far successfully integrated energy production 
with nature-based experiences in the Hengill 
area. The company's infrastructure develop-
ments have improved accessibility for more vis-
itors than would otherwise have been possible, 
particularly with the construction of Nesjaval-
lavegur road and the creation of 120 kilometers 
of hiking trails in the Hengill area. The educa-
tional trail at Nesjavellir Geothermal Power 
Plant, for example, enables outdoor enthusiasts 
to navigate safely past pipelines and borehole 
enclosures. This is supported by the findings of a 
2017 tourism survey, and interviews conducted in 
2024 with representatives of outdoor recreation 
organizations and individuals who engage 
in outdoor activities in Hverahlíð and Meitlar. 
During the summer of 2024, special emphasis 
was placed on improving the educational trails 
at Nesjavellir Geothermal Power Plant, along 
with general maintenance and monitoring of 
other trails in the Hengill area. The estimated 
investment for these improvements is approxi-
mately ISK 15 million.

7. The restoration of natural resources in El-
liðaárdalur following Reykjavík Energy’s de-
commissioning of the hydropower plant in 
the area in 2014 is progressing well. In 2019, 
a design competition was launched to deter-
mine a new role for the historical power plant 
structures, which had been designated as pro-
tected heritage buildings in 2012. The resulting 
Elliðaárstöð development is the outcome of this 
initiative. Reykjavík Energy officially initiated 
the restoration of natural assets in Elliðaárda-
lur in 2021. Until autumn 2020, Árbæjarlón, the 
reservoir that once supplied the hydropower 
plant, was alternately filled and drained each 
autumn and spring. The reservoir was per-
manently drained in autumn 2020. A variety 
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https://orkuveitan.is/documents/1591/EN_Water_level_in_Lake_Skorradalsvatn_2024.pdf
https://orkuveitan.is/documents/1581/EN_Emissions_of_carbon_dioxide__hydrogen_sulphide_and_emission_intensity.pdf
https://orkuveitan.is/documents/1581/EN_Emissions_of_carbon_dioxide__hydrogen_sulphide_and_emission_intensity.pdf
https://orkuveitan.is/documents/1578/EN_Atmospheric_concentrations_of_H2S_in_populated_areas_and_regulatory_limits_2024.pdf
https://orkuveitan.is/documents/1578/EN_Atmospheric_concentrations_of_H2S_in_populated_areas_and_regulatory_limits_2024.pdf
https://ellidaarstod.is/


Annual Financial Statements 202446

TABLE OF CONTENTS ENVIRONMENT SOCIETY GOVERNANCE FINANCES

of data has been collected on the ecological 
impact of this permanent drainage, revealing 
significant effects upstream along the channel. 
 
Various data have been collected on the effects 
of the reservoir’s permanent drainage, which 
have extended significantly upstream along 
the river channel. Monitoring of juvenile salmon 
populations in Árbæjarkvísl in 2024 confirms for 
the fourth consecutive year how well the salm-
on are thriving after the removal of migration 
barriers and the discontinuation of water regu-
lation at the Árbær dam. The river area where 
Árbæjarlón once existed is now densely popu-
lated with salmon fry from natural spawning in 
Árbæjarkvísl. The decision to eliminate insta-
bility in the river ecosystem has already proven 
beneficial for the salmon populations. The cost 
estimate for the ongoing modifications is not yet 
finalized, but preliminary design work is under-
way.

8. Injection of Geothermal Water and Heated 
Groundwater to Reduce Thermal Pollution 
from Nesjavellir Geothermal Power Plant at 
the Shore of Lake Þingvallavatn. The discharge 
of hot water on and near the surface at Nesjave-
llir poses both environmental and operational 
risks. Hot water can harm ecosystems, and the 
cooling water pumped from Grámelur at Lake 
Þingvallavatn becomes warmer than is optimal 
for the power plant’s operation. Additionally, 
this discharge has made it challenging to com-
ply with the operating license requirements of 
Nesjavellir Geothermal Power Plant and nature 
conservation laws. Innovation in blending geo-
thermal water from power plants with district 
heating water for the capital area aims to fun-
damentally improve the operational framework 
of the district heating system while enhancing 
the heat production of the power plants. This 
long-term strategy is designed to optimize the 

utilization of produced heat, which over time will 
reduce thermal pollution at the shore of Lake 
Þingvallavatn and its impact on the ecosystem. 
Reykjavík Energy’s expertise in assessing the 
risks of thermal pollution for both the ecosystem 
and operations has already contributed to ad-
vancements in the injection of geothermal water 
at power plants in the Hengill area. Estimated 
investments in the reinjection system over the 
past two years amount to approximately ISK 
675 million.

9. Land Reclamation, Afforestation, and Wet-
land Restoration. Land reclamation primarily 
takes place on Reykjavík Energy’s properties in 
the Municipality of Ölfus, in the Nesjavellir area 
in Grímsnes- og Grafningshreppur, and in An-
dakíll in Borgarbyggð and Skorradalshreppur. 
These areas account for approximately 90% of 
Reykjavík Energy’s total land reclamation sites. 
Initially, all these areas were barren or sparsely 
vegetated, with less than 20% vegetation cover. 
In 2024, around 4 hectares were revegetated 
with local plant species in fields outside of ON 
Power’s development areas in Hellisheiði and 
near Ölfusvatn. Afforestation is carried out ex-
clusively on company-owned land at Nesjavellir 
and Ölfusvatn in Grímsnes- og Grafningshrep-
pur, as well as at Elliðavatn in Reykjavík. In 2024, 
approximately 6,000 birch and rowan trees 
were planted on nearly 4 hectares of land near 
Hellisheiði Geothermal Power Plant. This aligns 
with the company’s policy to expand afforesta-
tion areas using native tree species, sequester 
carbon, and enhance biodiversity. The estimat-
ed cost of land reclamation and afforestation 
was approximately ISK 15 million. Wetland res-
toration was carried out on a 3.2-hectare area 
of Reykjavík Energy-owned land in the Munici-
pality of Ölfus in 2016. A visual inspection in the 
autumn of 2023 confirmed that the restoration 
had been successful.

10. Containment of Nootka Lupine Spread in 
Reykjavík Energy’s Operational Areas. The 
spread of Nootka lupine, an invasive species, is 
being controlled within Reykjavík Energy’s oper-
ational areas. ON Power has actively worked to 
limit its expansion as much as possible on Hell-
isheiði and near Andakílsárvirkjun.

Future Actions
In the short term, Reykjavík Energy aims to inte-
grate biodiversity objectives into a monitoring 
dashboard that will outline goals, scheduled indi-
cators, and actions related to new energy projects 
in geothermal, wind, and hydropower, along with 
continued monitoring of areas associated with cur-
rent energy and utility projects. In the long term, 
Reykjavík Energy must develop scenarios to assess 
the potential future state of biodiversity and eco-
systems within its operational areas. This will align 
with the United Nations Convention on Biological 
Diversity and the Kunming-Montreal Framework. 
Such an analysis will help company management 
understand the impacts of factors such as climate 
change, increased energy production, and con-
servation measures on biodiversity and ecosystem 
health. Through this approach, Reykjavík Ener-
gy seeks to ensure that both ongoing and future 
projects have as minimal a negative impact on 
biodiversity as possible. The company will strive to 
integrate biodiversity goals across all areas of its 
operations.

Future actions to reduce risks and Seize Opportu-
nities in Reykjavík Energy’s Energy Production and 
Operations for Biodiversity:

1. In early 2025, a new air abaiting facility at 
Hellisheiði Geothermal Power Plant is sched-
uled to be commissioned. The facility will re-
move nearly all hydrogen sulphide emissions 
from the plant. By 2030, a fully operational air 
purification facility is also expected to remove 

https://www.cbd.int/
https://www.cbd.int/
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nearly all hydrogen sulphide emissions from 
Nesjavellir Geothermal Power Plant.

2. The reservoir at Andakílsárvirkjun in Borgar-
fjörður is scheduled for clean-up in 2026 to im-
prove dam structures and ensure safety for both 
people and the environment, as the structures 
do not currently meet safety standards. The 
permitting process is underway, and estimated 
investments exceed ISK 900 million.

3. Mitigation Measures to Counteract the Nega-
tive Impact of Andakílsárvirkjun on the Water 
Body Andakílsá 2, ensuring that; 1) Ecological 
continuity is maintained between Andakílsá 2 
and Skorradalsvatn,  2) Minimum environmen-
tal flow (e-flow) is secured through the natural 
river channel of Andakílsá 2, 3) A well-defined 
operational handbook is established for the 
power plant, and infrastructure maintenance 
follows methods designed to minimize the 
plant’s negative impact on the ecosystem. Esti-
mated investments for these measures amount 
to approximately ISK 40 million.

4. Integrated Consideration of Landscape, Hab-
itats, and Land Use. From the outset of any 
new energy development, Reykjavík Energy will 
continue to simultaneously assess landscape 
integrity, plant and animal habitats, energy 
production, tourism, outdoor recreation, and 
education. South of Suðurlandsvegur on Hell-
isheiði, the Municipality of Ölfus has designated 
a protected area in its municipal plan with the 
objective of "preserving natural monuments, 
archaeological sites, and other historical relics 
to support tourism in the region." In prepara-
tion for increased energy development in the 
area, clear signals are being sent that tourists 
are welcome within the energy production zone, 
with signage, marked hiking trails, and other 
infrastructure to ensure that visitors unfamiliar 
with the area can safely navigate without risk 

from pipelines or wellhouses. Significant op-
portunities exist to establish a cohesive outdoor 
recreation area across Hengill itself, including 
the mountainous region east of Mosfellsheiði, 
around Skálafell on Hellisheiði, Gráuhnúkar, 
Hengladalir, Litla Skarðsmýrarfjall, and Bitra/
Ölkelduháls, as well as in Þverárdalur.

5. Collaboration with Suppliers. Reykjavík Ener-
gy has already begun working with suppliers 
to reduce the carbon footprint of products and 
services. In the long term, however, the compa-
ny must also assess the primary biodiversity im-
pacts of its energy production and operational 
supply chain, such as the sourcing of rare metals 
and other materials with significant biodiversi-
ty implications. A more detailed risk analysis, 
identification of opportunities, and mitigation 
strategies will be crucial in this regard.

6. Protection Status for Hengladalir. Reykjavík 
Energy has expressed a positive stance toward 
granting protection status to Hengladalir, pro-
vided that geothermal utilization in the area re-
mains permitted through continued directional 
drilling beneath the site. Hengladalir spans ap-
proximately 10 km² near Hellisheiði Geothermal 
Power Plant and contains habitats of high and 
very high conservation value, listed under the 
Bern Convention. Reykjavík Energy owns the 
land and has been utilizing geothermal ener-
gy underneath it through directional drilling for 
over a decade.

The discussion above demonstrates that Reykjavík 
Energy upholds its commitments to safeguarding 
ecosystems and Icelandic nature. This strengthens 
trust, enhances the company’s reputation, attracts 
customers and talented employees, and ultimately 
contributes to the company’s long-term resilience 
and adaptability.

A Holistic Approach to Sustainability
Reykjavík Energy has embarked on a journey to 
adopt a holistic approach that integrates environ-
mental, social, and financial sustainability. This re-
quires prioritizing actions, including the restoration 
of disturbed and heavily impacted areas where 
feasible, promoting improved resource utilization 
and circularity, and supporting local communities.

By fostering an understanding among Reykjavík 
Energy’s leadership and employees of the im-
portance of biodiversity for ecosystem health, the 
company will be better equipped to adopt more 
sustainable practices. This will lead to more adapt-
able business models and the creation of new 
green business opportunities aimed at addressing 
climate change, ecosystem degradation, and in-
creasing regulatory demands.
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E5 Resource Use and Circular Economy

Geothermal Resources 

Strategy, Approach, and Goals
VHeat production from natural resources in 
low-temperature and high-temperature fields 
in southwest Iceland is one of the cornerstones of 
Veitur’s and ON Power’s operations, as well as the 
quality of life for the communities served by Reyk-
javík Energy. In recent years, Veitur has raised 
awareness about responsible consumption of hot 
water, as geothermal water for space heating is 
not an unlimited natural resource. Maintaining the 
production capacity of the Hengill area’s geother-
mal power plants for both hot water and electricity 
has also been one of the key projects for ON Power. 
People now recognize more than before the need 
to prioritize geothermal energy for space heating 
to ensure quality of life in Iceland.

Veitur operates thirteen district heating systems: 
one in the capital area, which is the largest, five in 
the West and seven in the South, see information 
on district heating on Veitur’s website. These dis-
trict heating systems serve approximately 70% of 
the country's population. In 2024, production from 

Veitur’s low-temperature fields in both the capital 
region and rural areas was in accordance with the 
company’s defined goals and legal regulations. 
ON Power operates two geothermal power plants 
in the Hengill area. In 2024, energy production at 
Nesjavellir and Hellisheiði was conducted in com-
pliance with existing licenses and ON Power’s op-
erational goals.

Reykjavík Energy's Sustainability Strategy high-
lights the company's significant responsibility for 
the resources it utilizes. Responsible utilization 
means that future generations will have the same 
opportunities as the present generation to use 
these resources and that this can be verified. Reyk-
javík Energy is committed to seeking sustainable 
solutions where resource utilization for public ben-
efit is carefully weighed against other interests.

The goals are to:

• Ensure that Veitur’s water extraction from 
low-temperature fields at any given time 
does not diminish the possibility of equiva-
lent water extraction in the future.

• Ensure that ON Power’s geothermal pow-
er plants receive the geothermal energy 
required to meet energy sales commitments, 
within the utilization limits set by the plants’ 
operating licenses.

• Ensure that the concentration of hydrogen 
sulfide in the atmosphere complies with the 
conditions set forth in regulation 514/2010.

• Ensure that earthquakes related to energy 
production (extraction and reinjection) cause 
minimal inconvenience and never result in 
damage.

Resource Utilization - Extraction, 
 Internal Use, and Reuse of Hot Water
It is inherent to all geothermal systems, especially 
in high-temperature areas, that they renew them-
selves more slowly than the rate of extraction. This 
is evident in the gradual decline of their capacity to 
provide water and steam over the production peri-
od. Low-temperature areas recover quickly when 
left idle,1 but the same does not apply to high-tem-
perature extraction, which is therefore more agres-
sive.2 Reykjavík Energy emphasizes that resource 
utilization should be as responsible as possible 
while also safeguarding biodiversity and ecosys-
tems.

ON Power has injected nearly 70% of the geother-
mal water from the Hellisheiði Power Plant back 
into the geothermal reservoir and nearly 40% 
into the geothermal reservoir at Nesjavellir Power 
Plant. The purpose of injecting geothermal water 
into the reservoir is to assist the geothermal system 
in renewing itself and thereby extend the lifespan 
of the resource. Veitur also injects hot return water 
into geothermal systems where applicable, such as 
in Stykkishólmur.

1 District heating utilities, hot water supply, water quality and 
water levels in low-temperature geothermal fields 2024.
2 High temperature geothermal resources: Production, enthal-
py, reinjection and drawdown 2024.

From RE's strategy:

Responsible utilization of energy 
resources for the future (thermal 
and electricity) by maximizing 
resource lifetime and pioneering 
the circular economy in energy and 
utility operations

https://www.veitur.is/en/dreifikerfi-heitt-vatn
https://www.veitur.is/en/dreifikerfi-heitt-vatn
https://orkuveitan.is/en/about-or/organization-and-corporate-governance/corporate-strategy/sustainability-strategy-/
https://orkuveitan.is/documents/1580/EN_District_heating_utilities_hot_water_supply_water_quality_and_water_levels.pdf
https://orkuveitan.is/documents/1580/EN_District_heating_utilities_hot_water_supply_water_quality_and_water_levels.pdf
https://orkuveitan.is/documents/1582/EN_High_temperature_geothermal_resources._Production_enthalpy_reinjection_and__6O7mtn6.pdf
https://orkuveitan.is/documents/1582/EN_High_temperature_geothermal_resources._Production_enthalpy_reinjection_and__6O7mtn6.pdf
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Annual production at Nesjavellir
Annual production at Nesjavellir from 1972 to 2024 (million tons per year), weighted average 
enthalpy of extracted fluid as a measure of its energy content (kJ/kg), and injection of geo-
thermal water (million tons per year). Furthermore, the proportion of extracted volume that 
was injected into boreholes below upper groundwater layers and deep into the geothermal 
reservoir (%) is shown..

Annual production at Hellisheiði and Hverahlíð
Annual production at Hellisheiði and Hverahlíð from 2003 to 2024 (million tons per 
year), weighted average enthalpy of extracted fluid as a measure of its energy con-
tent (kJ/kg), and injection of geothermal water (million tons per year). Furthermore, 
the proportion of extracted volume that was injected into boreholes deep into the 
geothermal reservoir and used for blending geothermal fluid into production water 
(%) is shown.
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In 2024, an impact assessment of water bodies was 
initiated in relation to various projects connected to 
geothermal utilization. However, this assessment 
has been limited to the effects on surface water 
and cold groundwater. A methodology for assess-
ing the impacts of geothermal water utilization has 
not yet been developed. Reykjavík Energy has re-
quested consultation on the planned work related 
to the inclusion of hot groundwater in Iceland’s Wa-
ter Management Plan.

Reykjavík Energy produces renewable energy, 
namely electricity and hot water, primarily from 
geothermal resources. In 2024, the hot water pro-
duction of Veitur and ON Power amounted to over 
119 million m³. The majority of this was cold water 
that was heated in ON Power’s geothermal power 
plants in the Hengill area and used for space heat-
ing in the capital region. The combined internal 
consumption of hot water by Veitur and ON Power 
was nearly 700 thousand m³. Reykjavík Energy it-
self used over 11% of the electricity it produced and 
nearly 1% of the hot water it generated. Electricity 
and hot water accounted for 99.5% of Reykjavík En-
ergy’s total energy consumption, while fossil fuels 
and methane made up 0.5%.

Demand for Hot Water for Space 
Heating 
Following a comprehensive review of the long-
term vision for district heating in the capital region, 
significant measures were undertaken to ensure 
supply security for the coming decades. The most 
notable of these efforts include geothermal explo-
ration in both low-temperature and high-tempera-
ture fileds. Veitur's benchmark indicates that peak 
demand for hot water for space heating increases 
by an average of 120 l/s annually, which corre-
sponds to the needs of a community of approxi-
mately 2,000 people at maximum usage.

The Surface Activity of Geothermal 
Fields in the Hengill Area
The geothermal surface activity is closely moni-
tored, as it can change naturally or due to geo-
thermal utilization. There is no definitive method 
to distinguish between natural variations and hu-
man-induced changes, but efforts are made to 
assess this based on prevailing conditions. For in-

stance, changes in surface activity began in Hver-
ahlíð after wells were drilled there, suggesting a 
possible link to geothermal resource utilization in 
the field. Monitoring of surface geothermal activity 
in Hverahlíð was expanded in 2024.

ON Power closely monitors surface geothermal ac-
tivity beneath Highway 1 in Hveradalabrekka near 
Skíðaskálinn in close collaboration with the Icelan-
dic Road Administration.

Geothermal power plant production fields in the Hengill area and changes in surface geothermal activity.
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Injection of Geothermal Water
Geothermal water is injected at Nesjavellir and 
Hellisheiði Power Plants to protect surface water 
and groundwater, as the geothermal water is hot-
ter and has a different chemical composition than 
groundwater. Another key objective is to manage 
injection in a way that supports pressure within the 
geothermal reservoir, promoting more responsi-
ble resource utilization. The injection capacity has 
been developed to accommodate all separated 
water from both power plants, a result of research 
and innovation efforts since 2015. In cases where 
geothermal water is discharged at the surface, it is 
typically due to maintenance shutdowns that tem-
porarily prevent full injection.

In recent years, numerous research and develop-
ment projects have been undertaken to meet rein-
jection requirements at Nesjavellir and Hellisheiði 
with notable success.3

As mentioned above, nearly 70% of the geother-
mal fluid extracted from the Nesjavellir geother-
mal reservoir was injected into injection wells, with 
approximately 40% returned directly to the reser-
voir. Despite improvements in the injection system 
at Nesjavellir Power Plant, geothermal production 
still results in the discharge of heated groundwater 
to the surface, leading to thermal pollution in bore-
holes and springs near Lake Þingvallavatn. Efforts 
continue to enhance deep injection at Nesjavellir, 
as well as preparations for blending geothermal 
water with district heating water in the capital re-
gion, a project planned for 2026, see discussion 
below. 

At Hellisheiði, nearly 70% of the extracted geother-
mal fluid (separated water and condensate) was 
injected into the reservoir in 2024. The portion of 
condensate (pure condensed steam) that was not 
injected either evaporated in cooling towers or was 

3 Projects to meet Injection demands at Hellisheidi and Nes-
javellir

released as overflow, accounting for approximate-
ly 1.5%. The overflow is used in cases of planned or 
unexpected operational incidents. In 2024, main-
taining surface discharge levels within ON Power’s 
targets was a significant challenge due to mainte-
nance projects and unexpected failures, but these 
challenges were successfully managed.4

4 Release of geothermal water from the Nesjavellir and Hell-
isheidi geothermal power plants 2024. Groundwater monitoring 
2024.

Thermal Pollution in Groundwater
Thermal pollution in groundwater at Nesjavellir 
Power Plant is one of ON Power’s main environ-
mental challenges. The cause of this issue is the 
discharge of hot water, cooling water, and geo-
thermal water from the power plant. Groundwa-
ter temperature at Nesjavellir is closely monitored 
through measurements in boreholes and springs 
along the shores of Lake Þingvallavatn. In 2024, 
temperatures approached their highest levels 

Temperature trends in Lake Þingvallavatn 
Temperature trends in Varmagjá at Lake Þingvallavatn from the start of monitoring to 2024 and implemented mitigation measures

https://orkuveitan.is/documents/1584/EN_Projects_to_meet_Injection_Demands_at_Hellisheidi_and_Nesjavellir.pdf
https://orkuveitan.is/documents/1584/EN_Projects_to_meet_Injection_Demands_at_Hellisheidi_and_Nesjavellir.pdf
https://orkuveitan.is/documents/1586/EN_Release_of_geothermal_water_from_the_Nesjavellir_and_Hellisheidi.pdf
https://orkuveitan.is/documents/1586/EN_Release_of_geothermal_water_from_the_Nesjavellir_and_Hellisheidi.pdf
https://orkuveitan.is/documents/1586/EN_Release_of_geothermal_water_from_the_Nesjavellir_and_Hellisheidi.pdf
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since monitoring began in 1985. This is a consider-
able disappointment given the numerous mitiga-
tion measures, research, and development proj-
ects ON Power has implemented in recent years to 
prevent the release of hot water into groundwater. 
Despite a significant increase in deep injection into 
the geothermal reservoir in recent years, it has yet 
to result in lower groundwater temperatures. ON 
Power will continue working on mitigation solutions, 
including the application of nature-based solutions 
in the construction of cooling ponds in Lækjarhvarf. 
This project is supported by the LIFE ICEWATER ini-
tiative, which is led by the Environment and Energy 
Agency of Iceland. Additionally, plans are in place 
to expand the cooling tower at the power plant and 
drill a deep reinjection well in 2026.

The planned integration of the capital region’s 
district heating systems will result in increased hot 
water production at Nesjavellir, which will signifi-
cantly reduce the overall discharge of hot water 
at the power plant. See the discussion below on 
increased hot water supply for the capital region.

Increased Geothermal Water Supply 
for the Capital Region
Research on the integration of the capital region’s 
district heating systems, enabling the blending of 
low-temperature water with hot water from geo-
thermal power plants, shows promising results. 
If this project proceeds, it will bring about a fun-
damental change in the operation of the district 
heating system and heat production at the power 
plants. The long-term goal is to reduce summer ex-
traction from low-temperature fields and optimize 
the utilization of heat produced at geothermal 
power plants. In 2025, a conclusion will be reached 
on whether it is feasible to initiate the project in 
2026. If implemented, it will significantly reduce the 
surface discharge of hot water at Nesjavellir, which 
over time will help mitigate thermal pollution along 
the shores of Lake Þingvallavatn.

Monitoring the Ecosystem in the Bay 
Þorsteinsvík at Lake Þingvallavatn
The effects of geothermal water discharge on the 
ecosystem in Þorsteinsvík at Lake Þingvallavatn 
have been monitored since before the construction 
of Nesjavellir Power Plant. Measurements con-
ducted by the Kópavogur Natural History Institute 
in 2020 indicated that trace elements in geother-
mal water from the power plant, which have been 
considered the most likely to negatively affect the 
ecosystem, do not show a statistically significant 
increase in the environment. Further analyses of 
groundwater conditions at Nesjavellir will continue 
to support ON Power’s goal of reducing the envi-
ronmental impact of Nesjavellir Power Plant.

Seismic Activity
The injection of geothermal water, particularly in 
the Húsmúli area, as well as geothermal utiliza-
tion related to geological research and drilling in 
high-temperature fields, can release stress in the 
Earth's crust and trigger seismic activity, known as 
induced seismicity. ON Power follows procedures 
aimed at minimizing the risk of induced earth-
quakes in and around the Hengill area.

Reykjavík Energy’s objective that earthquakes po-
tentially linked to geothermal water injection should 
cause minimal inconvenience and no damage was 
met. In 2024, a magnitude 3.1 earthquake occurred 
in ON Power’s injection area at Húsmúli.5 No chang-
es were made to the injection process, and no noti-
fications were issued to the earthquake monitoring 
service of the Icelandic Meteorological Office or the 
Civil Protection Department of the National Com-
missioner of the Icelandic Police regarding changes 
in injection in 2024.

5 Development of seismic activity at the Hellisheidi geothermal 
power plant since the autumn of 2011 to 2024.

Hydrogen Sulphide Emissions
Relative to energy production, the emission inten-
sity of hydrogen sulphide from geothermal power 
plants has decreased since 2016, from just over 
2 grams per kilowatt-hour to approximately 1.6 
grams in 2024.6

Total hydrogen sulfide emissions from Hellisheiði 
and Nesjavellir Power Plants amounted to approx-
imately 11,000 tons in 2024. The hydrogen sulphide 
(H₂S) concentration exceeded reference limits once 
in Norðlingaholt and Hveragerði in 2024. The rela-
tive injection of hydrogen sulphide from Hellisheiði 
Power Plant was about 50% in 2024. At Nesjavellir 
Power Plant, hydrogen sulphide reinjection began 
on a trial scale in 2024, accounting for a percent-
age of the plant’s total emissions.

A plan is in place for Hellisheiði Power Plant to 
achieve near zero emissions by 2025 and for Nes-
javellir Power Plant by 2030, meaning that nearly 
all hydrogen sulphide emissions from the plants 
will be captured and mineralized in bedrock.

Wind and Hydropower Resources
In line with Reykjavík Energy’s corporate strategy, 
the company has initiated preliminary studies on 
wind and hydropower opportunities, with the goal 
of gradually increasing sustainable and diversified 
energy production. Planned wind energy projects 
are located at Lyklafell, Lambafell, and Dyrave-
gur, near the Hengill area. Hydropower projects 
are being considered at various locations across 
the country.

6 Atmospheric concentrations of hydrogen sulphide in populat-
ed areas and regulatory limits 2024

https://orkuveitan.is/documents/1579/EN_Development_of_seismic_activity_at_the_Hellisheidi_Geothermal_Power_Plant.pdf
https://orkuveitan.is/documents/1579/EN_Development_of_seismic_activity_at_the_Hellisheidi_Geothermal_Power_Plant.pdf
https://orkuveitan.is/documents/1578/EN_Atmospheric_concentrations_of_H2S_in_populated_areas_and_regulatory_limits_2024.pdf
https://orkuveitan.is/documents/1578/EN_Atmospheric_concentrations_of_H2S_in_populated_areas_and_regulatory_limits_2024.pdf
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Actions in 2024
Significant initiatives were undertaken to ensure 
the availability of hot water for space heating, se-
cure the reliability of hot water supply in the capital 
region, as well as in West and South Iceland for the 
coming decades, and to reduce waste.

1. Hot water was found at Kjalarnes and Geld-
inganes, marking a milestone, as all indications 
suggest that these new geothermal systems 
within Reykjavík could be utilized for district 
heating. This is an important step in meeting 
the growing energy demand for space heating 
and commercial activities in the area, which is 
expanding in line with an increasing population.

2. Geothermal exploration in South and West 
Iceland, as well as in the capital region, was 
conducted at Laugaland in Holt, Borg á Mýrum, 
Álftanes, and the southern part of Grafarvogur 
in Reykjavík. Veitur plans to follow up on studies 
conducted at Álftanes and Borg á Mýrum with 
drilling. All exploratory wells are drilled in close 
collaboration and consultation with landowners. 
Preparations began for drilling a new produc-
tion well in Hveragerði near Veitur’s thermal 
facility at Bláskógar, with an estimated drilling 
cost of approximately ISK 100 million.

3. One of Veitur’s main district heating pipelines 
was laid across Elliðaár. This pipeline will en-
hance capacity and operational reliability for 
a large part of the capital region in the coming 
years. The pipeline was laid over the river rath-
er than beneath it, ensuring that the sensitive 
aquatic ecosystem remained undisturbed while 
minimizing disruption to the riverbanks and 
vegetation.

4. Hot water leaks were detected using drones 
equipped with thermal imaging cameras, a 
method particularly effective for leak detection 
during winter. The inspections have yielded sig-
nificant results.

5. The Hverahlíð II pipeline at Hellisheiði was 
commissioned. Its implementation increased 
the steam transmission capacity from Hverahlíð, 
significantly improving the steam supply for 
Hellisheiði Power Plant while enhancing opera-
tional flexibility. The estimated cost was approx-
imately ISK 1,500 million.

6. Research on new high-temperature fields have 
been in preperation at Meitlar North, Meitlar 
South, Hverahlíð II, Þverárdalur/Ölkelduháls, 
Ölfusdalur, and Mosfellsheiði, along with the 
corresponding permit applications.

7. Integration of the capital region’s district heat-
ing systems. In 2024, the first research phase of 
the project—ongoing since 2018 and Reykjavík 
Energy’s largest innovation initiative—was com-
pleted. The goal is to blend low-temperature 
water with hot water from power plants without 
causing mineral scaling. The next phase of re-
search has begun and is showing promising re-
sults. If successful, this project will fundamentally 
transform the operational structure of the district 
heating system and heat production at the pow-
er plants.

8. Research and development projects to meet 
geothermal reinjection requirements at Hell-
isheiði and Nesjavellir. From 2015 to 2024, these 
projects have enabled full reinjection of sepa-
rated water at both power plants. In 2024, the 
project focused on further modifying reinjection 
methods to minimize impacts on production ar-
eas.

9. Encouraging responsible hot water use. During 
cold periods and equipment failures, Veitur has 
encouraged the public to use hot water respon-
sibly by avoiding excessive heating of homes 
and keeping windows closed.

10. Drilling tenders powered by electricity. Reyk-
javík Energy’s 2024 tender included the drilling 
of 35 wells for Veitur’s low-temperature fields 
and exploratory wells around Hengill. The 

tender specifications required the use of elec-
tric-powered drilling instead of diesel.

11. Preliminary studies on wind and hydropower 
projects under Reykjavík Energy and prepara-
tions for the necessary permitting processes.

Future Actions
Significant initiatives will be undertaken to ensure 
the availability of hot water for space heating, re-
duce risks, and seize opportunities related to re-
source utilization and the supply of hot water and 
electricity in the coming decades, while also min-
imizing waste.

1. Drilling of district heating wells at Kjalarnes, 
Geldinganes, and Álftanes. Further research 
and drilling will be carried out in these new 
production areas to better map the location of 
geothermal resources. If successful, water from 
these newly identified geothermal fields will be 
connected to the capital region’s district heating 
system in the coming years.

2. Increasing the production capacity of existing 
low-temperature areas through additional 
drilling. Some of this work is necessary to re-
store lost production capacity, while part of it 
is to meet changing usage patterns in low-tem-
perature areas in the near future. This involves 
extracting more during winter while resting the 
fields in summer. Additional drilling at existing 
low-temperature areas will also contribute to 
improved operational security.

3. Exploring new low-temperature fields at Borg 
á Mýrum and Ásahreppur.

4. Increasing the hot water supply in Rangárve-
ita due to higher-than-expected demand. 
Drilling at Laugaland in Holt, planned for spring 
2025, will determine whether production can be 
increased there, which would be highly benefi-
cial. If that is not feasible, the most viable and 
quickest alternative is to drill a new production 



Annual Financial Statements 202454

TABLE OF CONTENTS ENVIRONMENT SOCIETY GOVERNANCE FINANCES

well at Kaldárholt. The estimated drilling cost is 
approximately ISK 100 million.

5. Continued work on the integration of the capi-
tal region’s district heating systems. Feasibility 
results for this large-scale project are expected 
by mid-2025.

6. Research and development projects to meet 
reinjection requirements at Hellisheiði and 
Nesjavellir. Two high-temperature wells will 
be connected to the reinjection system at Hell-
isheiði Power Plant, and efforts are underway to 
identify the location for a new deep reinjection 
well in ON Power’s production areas.

7. Ongoing research on new high-temperature 
fields in Meitlar North, Meitlar South, Hver-
ahlíð II, Þverárdalur/Ölkelduháls, Ölfusdalur, 
and Mosfellsheiði, along with the necessary 
permit applications. Two exploratory wells 
will be drilled in Meitlar North in autumn 2025 
to assess geothermal potential. If permits are 
granted, production drilling in new sections of 
Hverahlíð and south of Hverahlíð is planned for 
summer 2026. The findings from these explor-
atory drillings will be key in deciding future drill-
ing in Hverahlíð.

8. Expansion of the cooling tower at Nesjavellir 
Power Plant and the construction of cooling 
ponds to reduce thermal pollution in Þingval-
lavatn caused by geothermal production at 
Nesjavellir. ON Power is undertaking the cool-
ing pond project with funding from the LIFE ICE-
WATER initiative, led by the Environment and 
Energy Agency of Iceland.

9. Further preliminary studies on wind and hy-
dropower projects under Reykjavík Energy and 
preparation for permitting processes.

10. New production wells will be drilled in ON Pow-
er’s production areas to maintain the supply of 
hot water and electricity at Hellisheiði and Nes-
javellir Power Plants.

Implementation of the Circular 
Economy

Strategy, Approach and Goals
As a nationally significant company, it is essen-
tial for Reykjavík Energy to take a decisive role in 
implementing the circular economy to promote 
sustainability and reduce environmental impact. 
Reykjavík Energy emphasizes the responsible use 
of resources, viewing waste as raw material and 
reintegrating it into operational processes wher-
ever possible to minimize waste. By doing so, 
Reykjavík Energy and its subsidiaries can reduce 
operating costs and environmental impact, en-
hance their competitiveness through innovation 
and the development of eco-friendly solutions, and 
strengthen the company’s reputation. ON Power is 
particularly focused on utilizing energy streams in 
the Geothermal Park at Hellisheiði Power Plant in a 
diverse and environmentally responsible manner.

Reykjavík Energy’s sustainability strategy states 
that the company minimizes the emission of pollut-
ants as much as possible and prioritizes research 
and development to implement the best possible 
solutions, with a strong focus on circular economy 
principles.

The goal is to:

• Minimize waste. By 2025, the recycling rate 
should reach 85% and 90% by 2030, based 
on total waste, excluding asbestos and 
sewage waste.

• Implement waste prevention measures, in-
cluding ensuring that products have a longer 
lifespan, are repairable, reusable, and that 
associated packaging is minimized.

Waste, including sewage waste, and reuse, either 
decreased or increased at Reykjavík Energy in 
2024. The recycling rate (including waste sent to 
incineration) in 2024 was 95%, excluding asbestos 
and sewage waste. This exceeded the target of 
85% set for 2025. Reykjavík Energy publishes data 
on how the company’s waste is categorized across 
different waste streams at its operational sites.7

Reykjavík Energy is engaged in numerous projects 
aimed at sorting and reusing products and equip-
ment to extend their lifespan and reduce waste. 
Examples of such projects include:

• Steel and concrete are key raw materials 
supplied to Reykjavík Energy for the con-
struction and maintenance of utility networks 
and power plants. These materials are 
expensive and have a significant carbon 
footprint. Efforts are made to recycle these 
materials in collaboration with contractors 
and waste management service providers. 
Additionally, preference is given to purchas-
ing products that contain recycled steel.

• Workwear is reused for summer employees. 
Staff can also borrow work clothing if they do 
not require it daily. Reykjavík Energy partici-
pated in the 2024 Children's Culture Festival, 
where a workshop on textile circuits was 
held in collaboration with elementary school 
students and an e-textile designer. E-textile 
artworks were exhibited at the festival.

• Old computers are loaned out, upgraded, 
and reassigned to new employees. Once 
they are no longer supported, staff mem-
bers have the option to purchase them at a 
discounted price for personal use.

• Old electricity meters are being replaced 
with smart meters, a large-scale project 
involving approximately 150,000 meters. 

7 Waste classification 2024

https://orkuveitan.is/en/about-or/organization-and-corporate-governance/corporate-strategy/sustainability-strategy-/
https://orkuveitan.is/documents/1590/EN_Waste_classification_2024.pdf
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The old meters are collected, dismantled at 
the Litla-Hraun prison, and sorted into metal 
and plastic components. The metals are sent 
for recycling in the Netherlands, while the 
plastics are processed for energy recovery in 
Sweden.

• Food leftovers are repurposed in Reykjavík 
Energy’s cafeteria, either served in their 
original form or creatively reworked into 
new dishes. Any remaining food is donated 
to Samhjálp, a local charity.

• Motors and pumps are repaired whenever 
possible instead of purchasing new equip-
ment. When pumps in boreholes are re-
placed, such as deep well pumps, old pipes 
are repurposed for other projects.

• Insulated district heating pipes are shred-
ded, with the steel recycled and the remain-
ing material processed for energy recovery. 
All steel is sorted, along with other materials 
generated in workshops.

• Plastic pipes used for distributing water 
during drilling of wells are disassembled, 
welded together, and reused multiple times.

• Gravel from older drilling pads is repur-
posed for new pads.

• Damaged EV chargers are dismantled and 
reused for spare parts. Home chargers that 
are no longer in use are returned for repur-
posing elsewhere.

Sewage Waste
Share of sewage waste from Veitur’s treatment 
plants accounts for approximately 60% of the 
company’s total waste volume and has increased 
since 2023. Veitur is committed to utilizing the bio-
degradable portion of this sewage waste (such as 
biosolids and fats) as well as repurposing the sand 
that accumulates in the treatment process.

Veitur has limited control over the amount of sew-
age waste generated at treatment plants, as it 
originates from residents and businesses with-
in the service area. Therefore, the company has 
launched public awareness campaigns to highlight 
the damage caused by wet wipes and other waste 
in the sewage system, aiming to influence consum-
er behaviour and reduce equipment failure rates

Waste classification
Waste classification at Reykjavík Energy 2021–2024

Greenhouse gas emissions from landfilled waste 
have decreased since 2016, primarily because sew-
age waste is increasingly being incinerated rather 
than landfilled. The emission factor for incinera-
tion, which is used in emission calculations, is dif-
ferent and lower than the factor previously applied 

to landfilled waste. More details can be found in 
Reykjavík Energy’s 2024 Climate Accounting Re-
port, available on the company’s website.

The main hazardous substances used by Reykjavík 
Energy include asbestos, base materials in insula-
tion foam, chlorine, acids and bases, welding gas-
es, geothermal gases, oils, and solvents. In 2024, 
the use of hazardous substances remained signifi-
cant, similar to previous years. However, accidents 
related to the use of hazardous materials are rare, 
and no incidents were reported in 2024.

ON Power’s Geothermal Park
At ON Power’s geothermal park at Hellisheiði 
Power Plant, efforts are underway to maximize re-
source utilization by repurposing heat, electricity, 
water, and geothermal gases in various ways. The 
goal of the Geothermal Park is to create a circular 
community, where partners share infrastructure, 
knowledge, and resources to minimize waste and 
maximize benefits for businesses, society, and the 
environment. Emphasis is placed on supporting in-
novation in geothermal energy and sustainability, 
accelerating the development of green technolog-
ical solutions.

Strict requirements are imposed on companies op-
erating in ON Power’s Geothermal Park regard-
ing water protection, visual impact, noise, and site 
management. During the construction phase of 
projects, it is mandatory to reuse any vegetation 
removed during excavation. This vegetation is 
either restored upon project completion or repur-
posed elsewhere within the company’s operational 
areas where needed.

The geothermal park’s Innovation Hub is currently 
under development, with completion targeted for 
2026. The Innovation Hub will provide facilities and 
resource access for geothermal-related innova-
tion, development, and research, supporting both 
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domestic and international collaborative projects. 
The companies currently operating in the Geother-
mal Park all began as promising startups in the In-
novation Hub, where they had the opportunity to 
grow and expand.

A research and development project led by Reyk-
javík Energy scientists is currently underway within 
the geothermal park, focusing on modifying the 
properties of geothermal water from power plants 
to safely blend it with Veitur’s low-temperature dis-
trict heating water. This innovation has multiple 
benefits, as discussed in the section on increased 
geothermal water supply for the capital region 
above.

The companies currently operating in ON Pow-
er’s geothermal park include Climeworks, VAXA 
Technologies, GeoSilica, and the hydrogen station 
VON. Among the potential opportunities under 
evaluation for the Geothermal Park is the business 
development of a geothermal spa in Hveradalir. 
Additionally, ON Power receives a high number 
of inquiries regarding new business opportunities 
within the geothermal park, reflecting the growing 
interest in utilizing its geothermal resource streams

Utilization of Return Water and 
 Geothermal Water
Veitur injects hot return water into geothermal sys-
tems where applicable, such as in Stykkishólmur, 
and has also explored increased collaboration 
with the City of Reykjavík and universities to iden-
tify further opportunities for utilizing this water. The 
importance of geothermal water utilization at ON 
Power’s geothermal power plants is emphasized to 
protect surface water and groundwater while en-
suring that the injection process supports pressure 
maintenance in the geothermal reservoirs at Nes-
javellir and Hellisheiði Power Plants.

Overview of energy-eelated eesource etreams in ON Power’s Geothermal Park at Hellisheiði power plant

ON Power's Geothermal Park
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Actions in 2024 
In 2024, various initiatives were undertaken to mit-
igate risks and seize opportunities arising from the 
implementation of the circular economy at Reyk-
javík Energy:

1. Receiving biosolids from Veitur’s wastewater 
treatment plants. Work was carried out to ex-
plore options for repurposing biosolids as a soil 
enhancer on degraded land.

2. Reusing sand from wastewater treatment 
plants. Chemical, microbiological, and physical 
analyses of sand from treatment facilities were 
conducted. Following this, Reykjavík Energy is-
sued a call for interested service providers who 
could facilitate sand reuse. The project is be-
ing developed in collaboration with Reykjavík 
Health Authority and potential service partners.

3. Utilizing fats from wastewater treatment 
plants. Preparations began for an innova-
tion-driven procurement process to find a sus-
tainable application for fats collected at waste-
water treatment facilities. Currently, these fats 
are incinerated without energy recovery, and 
efforts are being made to identify alternative 
uses.

4. Climeworks successfully captured CO₂ from the 
atmosphere at ON Power’s Geothermal Park 
and expanded its operations by launching a 
new unit called Mammoth. Mammoth also utiliz-
es the Carbfix method for carbon sequestration 
in bedrock, with full-scale capacity estimated at 
36,000 tons of CO₂ per year.

5. VAXA Technologies, a global high-tech com-
pany, continues to utilize geothermal resource 
streams at its microalgae production facility. 
These microalgae are used for animal feed and 
dietary supplements for humans and animals.

6. Hydrogen production at Hellisheiði Power 
Plant. ON Power produces hydrogen at Hell-
isheiði on an experimental basis, using electric-
ity generated during periods of low demand. 
The hydrogen supports energy transition in 
transportation for both public and commer-
cial use and has been produced at ON Power’s 
Geothermal Park since 2020.

Future Actions
Future initiatives aimed at reducing risks and seiz-
ing opportunities through the implementation of 
the circular economy include:

1. Receiving sewerage sludge from Veitur’s 
wastewater treatment plants in Borgarbyggð. 
Further exploration of options for sustainable 
biosolid management will continue.

2. Initiating sand reuse from wastewater treat-
ment plants. The goal is to repurpose sand 
collected in treatment processes for secondary 
applications.

3. Integrating fats from wastewater treatment 
plants into a utilization process. 

4. Completion of the Innovation Hub at ON Pow-
er’s Geothermal Park. The facility will provide 
infrastructure for geothermal-related research 
and innovation, with the aim that multiple re-
search projects and startups can utilize the 
space from the outset.

5. Continued hydrogen production at Hellisheiði 
Power Plant. Demand for hydrogen as a fuel for 
transportation is expected to increase through-
out the year. ON Power remains Iceland’s sole 
hydrogen producer and is preparing to meet 
growing market demand.

6. Further utilization of district heating water. 
Veitur is working on a strategic project focused 
on optimizing the use of return hot water collect-
ed from customer heating systems. This initiative 
explores the potential to recover available heat 
for low-temperature heating and repurpose the 
water for washing and rinsing applications, in-
dependent of its thermal content.
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S1 Own Workforce

Strategy, Approach, and Objectives
There is a fundamental difference between the 
utilisation of natural resources and human resourc-
es at Reykjavík Energy: people have opinions on 
how their personal assets, in the form of skills and 
knowledge, are used, whereas nature often re-
mains silent on its stance. Employee opinions can 
be valuable in themselves; a positive attitude to-
wards the workplace yields better outcomes than a 
negative one, even when knowledge and skills are 
the same.

Employee satisfaction at RE has been measured 
at a strong level for years. In 2024, the company 
implemented a new approach to workplace as-
sessments. Instead of conducting extensive annual 
surveys, quarterly surveys with specific thematic 
focuses were introduced. More frequent measure-
ments allow for a timely response to results and 
quick employee feedback regarding specific ac-
tions or events within operations. The primary met-
ric of the workplace assessment has shifted from 
job satisfaction to employee engagement. The 
previous job satisfaction measure is maintained as 
a reference.

Reykjavík Energy’s human resources policy aims to 
ensure that skilled and satisfied employees work at 
RE and its subsidiaries, with the ambition and ca-

Job Satisfaction and Engagement 2011-2024 on a 1-5 Scale

pacity to meet the demands of the company’s op-
erations. RE has a policy on diversity among em-
ployees and strives to be a leader in diversity and 
equality matters.

Safety and health are always a priority at RE, with 
the principle that no task is so important that it justi-
fies compromising people's safety. The company’s 
approach to employee matters is set out in a policy 
that is further detailed in:

• Human resources policy
• Occupational safety and health policy
• Equality policy
• Code of conduct
• Information security and data protection 

policy
• Compensation policy

Workplace Diversity
RE is a relatively large workplace by Icelandic stan-
dards, with various professional groups across its 
subsidiaries.

Implementing a new corporate strategy in 2024 led 
to organisational changes and shifts in knowledge 
and skills requirements. These changes altered the 
gender balance of employees. Women have con-
stituted about 30% of the workforce for many years, 
but by the end of 2024, women represented 35% of 
all permanent employees—the highest percent-
age recorded.

The number of employees of foreign origin has in-
creased in recent years, and a significant portion 
of work within Carbfix is conducted in English. RE 
does not have reliable statistics on employees’ na-
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tionalities, as permission to cross-reference staff 
records with the National Registry has not been 
granted. However, it is estimated that around 30 
permanent employees, or approximately 5% of the 
workforce, do not speak Icelandic.

Employees who do not have Icelandic as their first 
language are offered Icelandic language courses 
funded by RE during working hours. Additional-
ly, there is an increased emphasis on providing 
information in English. In line with the company’s 
inclusion policy, all new employee orientation pro-
grammes highlight the importance of workplace 
diversity, including different nationalities, and af-
firm the right of all employees to feel included.

Various contractors work temporarily with RE 
across different fields. These individuals may be 
employed by consulting firms or service providers 
or operate as independent contractors. Many work 
at RE’s facilities without being under the company's 
direct management or receiving salaries from it.

Health and Safety
RE aims for a zero-accident workplace and be-
lieves that no task is important enough to justify 
compromising employee safety. The company’s 
safety and health policies are reviewed annually 
by the boards of its subsidiaries.

Injury rate
Absence accidents per million working hours

RE operates an incident reporting system where 
employees can log incidents and suggest improve-
ments. These reports form the foundation for con-
tinuous improvements in safety and health matters. 
Each report is reviewed, and resolutions must be 
confirmed as completed. A decline in reported 
workplace hazards during the COVID-19 pandem-
ic was attributed to increased remote work. The re-
duction in reports compared to the previous year 
also reflects the completion of a specific initiative 
for system implementation, after which numerical 
reporting targets were removed from RE’s work-
places.

Notifications in the safety and health 
 database

RE has five safety and health committees, one with-
in each company in the group. Their responsibili-
ties include:

• Overseeing employee safety and health 
matters

• Collaborating with the group’s safety and 
health team

• Promoting the importance of safety and 
health, acting as leaders and advocates for 
improvements

• Making decisions to ensure a better working 
environment

The CEO and executives of each subsidiary are 
members of their respective company’s committee, 
reinforcing the importance of these initiatives.

RE encourages employees to prioritise their health 
through various means. The company provides 
a free gym at its headquarters and offers fitness 
classes such as yoga, strength training, and Cross-
Fit. Employees are permitted to use two hours of 
their workweek for exercise.

0%

25%

50%

75%

100%

Iðnaðarfólk Ófaglært starfsfólk Sérfræðingar Skrifstofufólk Forstj. og
framkv.stj.

Aðrir stjórnendur

Konur Karlar Kynsegin/annað

Starfsfólk samstæðu Orkuveitunnar 
eftir starfsgrein og kyniReykjavík Energy staff by occupation and gender

0

2

4

6

8

10

12

14

16

Vinnuslysatíðni – H-tala

Fjöldi vinnuslysa sem leiða til fjarveru á hverja milljón vinnustunda

 -
 200
 400
 600
 800

 1.000
 1.200
 1.400

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Tilkynningar í Björgu
öryggis- og heilsugrunn Orkuveitunnar

0%

25%

50%

75%

100%

Tradespeople Unskilled workers Specialists Office clerks CEOs Other managers

Female Male Non-binary/Other

Gender diversity per job category



Annual Financial Statements 202460

TABLE OF CONTENTS ENVIRONMENT SOCIETY GOVERNANCE FINANCES

Karitas, RE’s welfare centre, was launched in late 
2022. It offers employees free access to licensed 
health and welfare professionals, allowing staff to 
book a limited number of sessions annually at the 
company’s expense without managerial involve-
ment. The aim of Karitas is to reduce employee ill-
ness and increase engagement in the workplace.

The COVID-19 pandemic significantly impacted re-
corded employee illnesses in recent years. In 2022, 
both the final year of the pandemic and a severe flu 
outbreak affected illness rates. Short-term illnesses 
have since declined, and in 2024, they were low-
er than pre-pandemic levels. Long-term illnesses, 
defined as absences exceeding 30 days, typically 
result from serious physical or mental health con-
ditions.

Staff illness absence
Absence as a percentage of total working hours

Diversity and Equality
RE has been a leader in gender pay equality for 
years. The company received the Equality Award 
from the Icelandic Gender Equality Council in 2014 
and the Equal Pay Encouragement Award from the 
Confederation of Icelandic Employers in 2015 and 
has held the Universal Fair Pay Leader certification 
since 2021.

A key factor in this success is systematic training for 
employees, with courses emphasising equality, in-
clusion, and respectful communication. In 2017, RE 
introduced a model analysing the impact of every 
salary decision on gender pay gaps, facilitating 
the elimination of disparities. By the end of 2017, 
unexplained gender pay gaps were within statisti-
cal margins of error.

RE’s equality policy aligns with the rights set forth 
in Iceland’s constitution, prohibiting discrimination 
based on age or disability, among other factors. 
Although the company does not collect data on 
employee disabilities, it critically examines hiring 
criteria to ensure they are not unnecessarily exclu-
sionary. Since 2022, the company has offered sum-
mer jobs to autistic individuals.
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muneration of the current CEO divided by the me-
dian salary of permanently employed staff within 
the group.

Launahlutfall forstjóra er reiknað sem heildarlauna-
greiðslur núverandi forstjóra deilt með miðgildi 
launa fastráðins starfsfólks innan samstæðunnar.

CEO pay ratio

The remuneration of the board, the CEO, and the 
executive directors within the group is disclosed in 
the group’s annual financial statements as well as 
in the financial statements of its subsidiaries.

Employment terms at RE are designed to be com-
petitive, ensuring the company can attract and 
retain skilled employees to safeguard its mission. 
All permanent employees at RE have individual 
employment contracts and are entitled to an an-
nual salary review with their supervisor. Employ-
ment terms are based on collective agreements, 
and the proportion of employees who are trade 
union members has remained stable for years. RE 
engages in wage negotiations with labour unions 
through its membership in the Confederation of 
Icelandic Enterprise (Samtök atvinnulífsins).

The largest labour unions among RE’s employees 
are the Icelandic Association of Engineers (Verk-
fræðingafélag Íslands) and the Icelandic Elec-
trical Industry Association (Rafiðnaðarsamband 

Íslands). In total, employees belong to nine dif-
ferent trade unions, with 15 union representatives 
within the workforce. The legally mandated role of 
union representatives is to ensure that employee 
rights are upheld and collective agreements are 
adhered to. There is considerable communication 
between union representatives and RE’s human re-
sources department, particularly during collective 
bargaining negotiations and regarding various 
other employment matters.

Parental leave is legally mandated in Iceland, and 
in 2024, 32 women and 15 men among RE’s employ-
ees exercised this right.

Percentage of employees in trade unions

Annual employee meetings with managers, which 
previously focused on topics other than salaries, 
were the standard at RE. However, this practice has 
been replaced with shorter meetings held three to 
four times yearly. Executives of the group's subsid-
iaries regularly hold general employee meetings, 
and the CEO of RE conducts a monthly compa-
ny-wide meeting to share information and facili-
tate discussions.

RE has an active employee association, which is 
supported by the company. In connection with this 
association, various clubs exist to encourage em-
ployee engagement in hobbies outside of work. 
The board of the employee association selects an 
observer to attend RE’s board meetings.
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Age of permanent employees

Reykjavík Energy’s equality policy is based on the 
rights set forth in the Constitution of Iceland. This 
includes the prohibition of discrimination based on 
age and disability. The age distribution of perma-
nent employees at the end of 2024 was as follows, 
with an average age of 44.5 years. Reykjavík Ener-
gy does not record whether employees have a dis-
ability. Therefore, the proportion of disabled em-
ployees is not available. To uphold its commitment 
to diversity in the workplace, the company critically 
evaluates the requirements set for job advertise-
ments, ensuring they are not unnecessarily exclu-
sionary. Since 2022, Reykjavík Energy has offered 
summer jobs to individuals on the autism spectrum.

Communication and Compensation
None of the employment contracts of RE’s exec-
utives or other staff include a direct link between 
salaries and specific operational metrics, whether 
financial or otherwise. RE believes that such pro-
visions may incentivise short-term performance 
at the expense of the long-term objectives that the 
nature of its operations necessitates.

RE’s ownership policy stipulates that executive sal-
aries should be comparable to similar positions 
while also considering the fact that the company is 
publicly owned. The salaries of RE’s executives and 
other employees should not be market-leading.

The CEO’s salary ratio is calculated as the total re-
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Harassment, Discrimination, and 
Violence Prevention
Bullying, gender-based or sexual harassment, and 
violence are not tolerated at RE. Workplace sur-
veys include questions asking employees whether 
they have experienced bullying, sexual harass-
ment, or gender-based harassment. In addition to 
RE’s Code of Conduct, which explicitly addresses 
behaviour of this nature, a Workplace Commu-
nication Agreement—written by the employees 
themselves—serves as a guide for respectful inter-
actions with colleagues.

There are formal guidelines in place for both 
employees and managers on inappropriate be-
haviour, including instructions on how to identify 
such conduct. A documented response plan exists 
for cases of bullying, violence, sexual harassment, 
or gender-based harassment. Additionally, RE's 
whistleblower process can be used to report such 
incidents or any other alleged violations of employ-
ee rights. A human rights due diligence process is 
also in place to minimise the risk of such violations 
occurring.

Percentage of employees subjected to 
 bullying or sexual harassment

According to benchmarks from workplace surveys 
that RE has participated in, approximately 5% of 
people in the labour market have experienced bul-
lying in the past 12 months, while around 2% have 
been subjected to sexual harassment.

Employee Turnover
The energy and utilities sector in Iceland is ex-
periencing increasing activity. There are signifi-
cant plans for new power plants, and many utility 
companies are at a similar stage in adopting new 
customer metering technology for billing and op-
timising data for infrastructure development and 
maintenance. As a result, competition for skilled 
professionals in these fields is intense. This presents 
a risk factor for RE, as reflected in the employee 
turnover figures for 2024.

Organisational changes and shifts in strategic pri-
orities also influenced employee turnover in 2024. 
When looking solely at employees who voluntarily 
left their positions, the trend over the past few years 
is as follows:

Employee turnover
quit on their own accord

RE conducts surveys among employees who leave 
the company voluntarily to better understand and 
safeguard the human resources it attracts and de-
velops.

Future-looking Initiatives
There is a significant gender imbalance among 
RE’s skilled trade workers, reflecting the broader 
gender disparity in the industrial fields where the 
company requires specialised expertise. Skilled 
trade workers make up approximately one-quar-
ter of RE’s workforce.

In 2024, RE continued its "Trades and Technology" 
project with students of all genders from Árbæ-
jarskóli. This elective course aims to spark interest 
in industrial and technical careers by introducing 
students to the diverse job opportunities available 
in these fields. The programme includes theoreti-
cal instruction, field trips, and hands-on training. 
All companies within the RE group participate, with 
around 40 employees involved in teaching and 
programme preparation. No specific numerical 
targets have been set regarding gender balance 
outcomes for the Trades and Technology initiative.

Another way RE introduces its operations to young 
people of all genders is through summer employ-
ment opportunities. The company manages multi-
ple facilities and land areas that require seasonal 
maintenance, which is best carried out during the 
summer months. RE views summer employment 
as a way to provide young people with insight 
into its operations, educate them about the indus-
try, and encourage them to consider returning for 
long-term employment in the future. Additionally, 
there has been a growing trend of hiring universi-
ty students for specific summer projects, which are 
advertised separately. Increasingly, university stu-
dents are also joining the company on a temporary 
basis as part of their internships.
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Summer hirings 

Another way to encourage interest—particular-
ly among young people—in RE’s field of work is 
through scholarships awarded via VOR – RE’s Sci-
ence and Innovation Fund. The fund was estab-
lished in 2022. The maximum scholarship amounts 
are ISK 1,000,000 for engineering and master’s stu-
dents and ISK 3,000,000 for PhD students.

Scholarships Project grants

No. Amount (ISK) No. Amount (ISK)

2022 9 32,650,000 8 75,000,000

2023 11 25,000,000 19 57,170,000

A key indicator of progress in improving gender 
balance in the workplace is the increasing propor-
tion of women among new hires since 2021.

New permanent hirings by gender

RE’s new corporate strategy states that digital com-
petence is a key driver of increased productivity, 
customer satisfaction, and competitiveness. Data- 
and insight-driven decision-making enhances 
efficiency and productivity. In line with this, the 
strategy declares that the company will support the 
development of employees’ knowledge and skills 
to meet future needs and that RE’s workforce will 
apply its talents to drive transformation and prog-
ress within the organisation.

Following the adoption of this strategy, the IT and 
Human Resources divisions have been integrat-
ed—primarily to unlock the potential that lies in the 
synergy between people, processes, and techno-
logy.
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S4 Consumers and End Users

The customers of Reykjavík Energy and its subsid-
iaries – Veitur Utilities, ON Power, Reykjavík Fibre 
Network, and Carbfix – come from various back-
grounds. Veitur Utilities‘ services are primarily re-
gional, licensed services where the company does 
not operate in a competitive market, and service 
levels, quality, and pricing are regulated. The ser-
vices of the other companies within the group are 
sold in competitive markets, where their perfor-
mance is subject to market forces and competition 
regulation. The specific market characteristics of 
each company are discussed in further detail in 
an earlier section of the report. All these compa-
nies share a commitment to ensuring reliability, fair 
pricing, and customer satisfaction.

Customer Engagement
In 2023, RE relocated customer service represen-
tatives from its central service centre to its subsid-
iaries to increase customer proximity and enhance 
service quality. As a result, service was made a 
core function within Veitur Utilities‘ organisation-
al structure, and all customer interactions and re-
sponse management were consolidated into a sin-
gle team.

Each company manages customer inquiries through 
a CRM system to ensure prompt, high-quality, and 
traceable resolution. Reykjavík Fibre Network is 
unique in that customers using its systems are in 

A diverse group of customers 
satisfied with smart and secure 
service

direct business relationships with telecommunica-
tions companies. As a result, customer inquiries are 
typically directed to these telecom providers rather 
than directly to RFN.

Each company has its classification system to 
maintain a clear overview of the main reasons cus-
tomers reach out. Information sharing, as well as 
digital and often automated services, have been 
developed based on the analysis of customer in-

quiries. The data shows that inquiries to Veitur Util-
ities, ON Power, and Reykjavík Energy totalled just 
over 102,000 for the year, marking a reduction of 
more than half. Customer inquiries to the compa-
nies can be categorised as follows:

Proportional distribution of customer service 
inquiries by category 2018–2024

A significant shift has occurred in the composi-
tion of customer inquiries following Veitur Utilities‘ 
rollout of smart meters. Previously, many inquiries 
were related to relocation, and customers often 
submitted meter readings for various other rea-
sons. By the end of 2024, the energy consumption 
of just over 60% of Veitur Utilities’ customers was 
being measured with smart meters. As a result, in-
quiries of this nature decreased by approximately 
90% year-on-year.

International bronze award 
for service
Veitur Utilities secured third place in its category 
at the 2024 European Contact Centre and Cus-
tomer Service Awards (ECCCSA). It is Europe’s 
most significant competition recognising excel-
lence in customer service. Veitur Utilities was 
among the companies visited by the competi-
tion’s judges, who received an in-depth presen-
tation of the company’s services and operations 
during their visit.
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Reliability and Pricing of Utility 
 Services
Utility systems are an inseparable part of modern 
society. Veitur Utilities‘ role is to be a forward-think-
ing service provider that ensures access to electrici-
ty, heating, clean water, and wastewater manage-
ment. Through innovation and collaboration, the 
company aims to enhance the quality of life for the 
future.

Official requirements for the reliability of utility ser-
vices are only stipulated in regulations concerning 
electricity distribution. Annual reports on outag-
es are submitted to the Environment and Energy 
Agency. However, Veitur Utilities has applied the 
same methodology for electricity distribution to its 
district heating and water works, even though data 
on service disruptions and their impacts are not as 
precise as for electricity.

In all cases, an assessment is made of how many 
customers each outage affects. This number is then 
multiplied by the duration of the disruption and di-
vided by the total number of customers. The result 
indicates the average duration each customer was 
without service per year. The measurement unit 
used is minutes per customer per year.

The figures presented here reflect unplanned op-
erational disruptions due to faults or accidents, ex-
cluding service interruptions for scheduled main-
tenance, which customers were informed about in 
advance. 

ON Power tops the Icelandic 
Customer Satisfaction Index 
for the sixth consecutive year
For the sixth consecutive year, ON Power 
ranked as the top Icelandic electricity provider 
in the Icelandic Customer Satisfaction Index. 
The results for 2024 were announced in January 
2025.

The aim of the Icelandic Customer Satisfac-
tion Index, a project managed by Stjórnvísi, 
is to measure customer satisfaction in a stan-
dardised manner. Participating companies also 
receive insights into factors influencing satisfac-
tion, such as brand perception, expectations, 
quality assessment, and customer loyalty.

Such measurements are considered highly sig-
nificant, as research has shown that the more 
satisfied a company’s customers are, the better 
the financial performance the company can ex-
pect.

Utilities reliability 2016-2024

Since the regulatory unbundling of Reykjavík Ener-
gy at the beginning of 2014, the tariffs for conces-
sion services have either decreased in real terms or 
remained unchanged. The graph below illustrates 
the development of Veitur Utilities‘ licensed service 
tariffs from early 2014 compared to the Consumer 
Price Index (CPI), which is represented as a hori-
zontal line.

The real term reduction in water tariffs is 36%, elec-
tricity distribution 12%, and wastewater services 9%, 
while the district heating tariff has remained stable 
in real terms from early 2014 to the end of 2024.

These tariffs, all subject to public regulation, reflect 
the cost of service provision. The investment needs 
for district heating and electricity distribution have 
increased due to population growth and the ener-
gy transition. 
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Development of tariffs for licensed services 
2014-2024 compared to CPI

Improvements in collecting customer receivables 
have significantly reduced disconnections due to 
unpaid bills. The focus is on assisting customers 
who fall into arrears to help them resolve their 
payment issues. Customer service representatives 
have been given more tools to address these situ-
ations, and the entire collection process has been 
streamlined. These measures have contributed to 
a reduction in outstanding debts and a decrease 
in disconnections due to non-payment. Electricity 
distributors are now required to enforce disconnec-
tions to prompt customers to choose an electricity 
supplier. These cases are not included in the figures 
shown in the chart.

In 2024, there were a total of 501 disconnections 
by Veitur Utilities. Of these, 101 were due to cus-
tomers' failing to select an electricity supplier, as 
utility companies are now obligated to enforce 
such measures to encourage customer choice. The 
remaining 400 disconnections were due to unpaid 
bills, 30% involving business customers. Possible 
explanations include growing financial difficulties 
among customers.

The increasing adoption of smart meters has made 
it easier to carry out disconnections when neces-
sary.
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Closures due to arrears 2006-2024 Risks and Opportunities
Natural hazards are a persistent risk factor affect-
ing the reliability of Reykjavík Energy‘s services. 
Contingency plans are continuously updated, and 
regular drills are conducted to prepare for the po-
tential impact of seismic activity on power plants, 
water sources, or utility networks.

Significant lessons have been learned from re-
sponses to volcanic eruptions on the Reykjanes 
Peninsula in recent years.
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The operations of Reykjavík Energy are governed 
by specific laws, namely Act No. 136/2013 on Orku-
veita Reykjavíkur. By this, a partnership agreement 
between the company's owners is in effect, further 
specifying the main aspects of RE's corporate gov-
ernance. The ownership is divided as follows:

Reykjavík Energy ownership

In drafting the partnership agreement, the articles 
of association for RE's subsidiaries, and the rules of 
procedure for all boards, consideration was given 
to the guidelines developed by the Iceland Cham-
ber of Commerce in collaboration with the Confed-
eration of Icelandic Enterprise and Nasdaq. Addi-
tionally, an Ownership Policy for RE, approved by 
all owners, is in effect, reflecting the owners' objec-
tives regarding their ownership and priorities in 
RE’s operations.

In 2022, Reykjavík City, the company’s largest 
owner, adopted a general ownership policy that 
aligns with the OECD guidelines on the corporate 
governance of state-owned enterprises. This policy 
sets the framework for Reykjavík City’s ownership 
while also clarifying the management of owner-
ship stakes within the municipality’s administration. 
Furthermore, a nomination committee was estab-
lished to appoint board members representing the 
City of Reykjavík.

In early 2024, the Board of RE approved the follow-
ing resolution:

"The Board of Orkuveita Reykjavíkur urges the own-
ers to appoint a working group to review the own-
ership policy, the co-ownership agreement, and, 
if applicable, the legislation governing Orkuveita 
Reykjavíkur, including aspects such as the company’s 
legal form. As per the existing draft, the articles of 
association should be finalised upon completion of 
this review."

An owners‘ meeting in June 2024 approved the 
board's resolution, and preparations for this review 
process are underway.

Owners‘ Representation and the 
Board of Directors
The mayors of the three municipalities that own 
Reykjavík Energy exercise their voting rights at 
owners‘ meetings. Their mandate covers routine 
matters at annual general meetings and owners‘ 
meetings. If an extraordinary, significant, or stra-
tegic decision is to be made at an owners‘ meeting, 
the ownership representative must seek a mandate 
from the respective municipal council.

G1 Business Conduct
The municipal councils elect the board members, 
with Reykjavík City Council appointing the chair-
person and vice-chairperson. Board members 
must:

• Be independent regarding connections with 
companies that compete with or have sub-
stantial business dealings with RE.

• Possess knowledge and experience suited to 
the responsibilities of serving on the board.

• Be able to dedicate sufficient time to board 
duties.

Ownership representatives are not eligible for 
board membership. The board of RE consists of six 
members: five elected by Reykjavík City Council 
and one by the Akranes Town Council. If the votes 
are tied in a board meeting election, the chairper-
son's vote counts double. There are two non-voting 
representatives: one on behalf of Borgarbyggð 
and one representing the employees. 

The members of RE’s board are:

Dr. Gylfi Magnússon, Chairperson

Gylfi is a professor of finance and economics at the 
University of Iceland. Alongside his teaching and 
research, he has held various board positions, in-
cluding chairing the board of the Icelandic Compe-
tition Authority and the board of the Central Bank 
of Iceland. Gylfi has served as an independent 
board member of RE since 2011 and has been its 
chairperson since 2022.

Vala Valtýsdóttir, Vice-Chair

Vala is a district court attorney at Lögfræðistofa 
Reykjavíkur with extensive experience in tax and 

Clear responsibility, target-setting, 
and follow-up in a reliable oper-
ation in effective collaboration.

Reykjavik City
93,539%

Akranes Township
5,528%

Municipality of 
Borgarbyggd

0,933%

Eignarhald á Orkuveitunni

From RE's strategy:
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corporate law. She has served as an independent 
board member of RE since 2021. Vala is also the 
chairperson of the board’s remuneration commit-
tee.

Ragnhildur Alda Vilhjálmsdóttir

Ragnhildur Alda is a Reykjavík City Council mem-
ber with a BSc in psychology and a master’s degree 
in service management. She has served on RE’s 
board since 2023 as a representative affiliated with 
the City of Reykjavík.

Skúli Helgason

Skúli is a Reykjavík City Council member and holds 
a degree in political science. He has served on RE’s 
board since 2022 as a representative affiliated with 
the City of Reykjavík.

Valgarður Lyngdal Jónsson

Valgarður is the president of Akranes Town Council 
and a secondary school teacher. He has served on 
RE’s board since 2019 as a representative affiliated 
with Akranes Municipality.

Þórður Gunnarsson

Þórður is a resource economist and an indepen-
dent consultant. He has served as an independent 
board member of RE since 2022. Þórður is also a 
member of the board’s remuneration committee.

Non-Voting Representatives are Guðveig Lind Ey-
glóardóttir, representing Borgarbyggð and Hel-
ena Guðrún Guðmundsdóttir, representing RE’s 
Employee Association.

The minutes of board meetings are public and 
published on Reykjavík Energy’s website. 

Two committees operate under the authority of the 
board. The Remuneration Committee consists of 
board members Vala Valtýsdóttir and Þórður Gun-
narsson, along with Drífa Sigurðardóttir, a human 
resources specialist. 

The Audit Committee for Reykjavík City also serves 
as the Audit Committee for Reykjavík Energy, with 
one committee member appointed based on the 
nomination of RE‘s Board. This provision is also 
stated in Article 9 of the Partnership Agreement on 
Reykjavík Energy.

The Audit Committee of RE consists of the following 
members:

• Lárus Finnbogason, Chair
• Einar Sveinn Hálfdánarson
• Sigrún Guðmundsdóttir
• Sunna Jóhannsdóttir – appointed based on 

the nomination of the Board of RE
Alternate members:

• Danielle Pamela Neben
• Páll Grétar Steingrímsson
• Ólafur Kristinsson

The Audit Committee operates as a subcommittee 
of RE’s Board and functions under its authority. The 
purpose of establishing the Audit Committee is to 
enhance governance in financial oversight mat-
ters. The role of audit committees is outlined in 
Chapter IX A of the Financial Statements Act.

The statutory responsibilities of the Audit Commit-
tee include:

• Monitoring the financial reporting process.

• Overseeing the organisation and effective-
ness of the entity’s internal controls, internal 
audit (if applicable), and risk management.

• Supervising the audit of the entity’s financial 
statements and consolidated accounts.

• Assessing the independence of the auditor 
or audit firm and monitoring other services 
provided by them.

• Recommending the selection of an auditor or 
audit firm to the Board.

The Audit Committee of RE monitors corporate 
governance, risk management effectiveness, and 
internal controls by reviewing and approving the 
internal audit plan. A key aspect of internal audit 
activities is ensuring oversight and assessing the 
effectiveness of risk management and internal 
controls.

The committee reviews and receives presentations 
on the internal and external audit plans, where risk 
and uncertainty factors within the company's oper-
ations are assessed. External auditors also evalu-
ate internal controls related to financial reporting. 
The Audit Committee monitors the progress of the 
audit, reviews the external auditors' findings, and 
submits its opinion on the annual financial state-
ments to the Board of RE. The committee discusses 
reports from both internal and external auditors 
and specifically follows up on their recommenda-
tions concerning internal control.

The Board of RE maintains active oversight of key 
risk factors affecting the Group’s operations. It re-
ceives monthly reports on financial status, resource 
management, safety and health issues, and signif-
icant environmental factors, including climate-re-
lated matters. Risk management, operational risks, 
and other business risks are regularly discussed at 
Board meetings. Furthermore, the Internal Audit 
Department of Reykjavík City is responsible for 
financial and administrative oversight at OR on 
behalf of the Board. This involves assessing the ef-
fectiveness of risk management, control measures, 
and governance practices, with a focus on continu-
ous improvement.

During the year, the Board reviewed an opinion 
from the internal auditor, prepared at the request 
of the Boards of Reykjavík Fibre Network and RE, 
regarding handling confidential information. Rec-
ommendations from the audit are currently being 
addressed.
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CEO and Subsidiaries
The board of RE appoints the CEO and defines the 
role’s responsibilities.

Sævar Freyr Þráinsson is the CEO of RE. He holds 
a Cand.Oecon degree in business administration 
from the University of Iceland, with a focus on mar-
keting. His previous roles include CEO positions at 
Síminn and 365 Media. Before joining RE in 2023, 
he served as the mayor of Akranes, one of RE’s 
owners.

The CEO manages the company’s ownership 
stakes in its subsidiaries and associated companies 
and presents proposals regarding board appoint-
ments for these entities to RE’s board. Board mem-
bers of RE are not permitted to serve on the boards 
of its subsidiaries or associated companies.

Gender diversity on boards of directors 
within Reykjavík Energy
* means the chairperson is female

A recommendation from the internal auditor sug-
gested that the representation of independent 
members on the boards of RE’s subsidiaries should 
be increased. This was addressed during the board 
elections at the 2024 annual general meetings.

Independent and affiliated board members
* means the chairperson is independent

Risks and Opportunities
RE has established a risk management policy, 
which is reviewed annually by the board, with any 
changes confirmed at an owners‘ meeting. The pri-
mary objective of RE’s risk management policy is to 
ensure that the company fulfils its role safely and 
efficiently, within acceptable risk limits appropriate 
to its operations and in accordance with approved 
policies and objectives for strong risk manage-
ment.

The key focuses of the risk management policy are 
to:

• Reduce fluctuations in performance over 
time by identifying, assessing, and manag-
ing risks.

• Ensure sufficient liquidity and access to 
funding to support service development and 
ongoing operations.

• Identify risks and opportunities to enhance 
operations and support informed deci-
sion-making.

• Promote risk awareness among employees.

RE’s risk management handbook and related doc-
uments outline the framework, overall risk perspec-
tive, and risk appetite set by the board. The board 
entrusts the CEO with implementing the risk man-
agement policy and regularly reporting on risk cat-
egories and any risks outside the board’s defined 
thresholds.

RE has placed greater emphasis on identifying op-
portunities within its risk management policy, and 
the boards of all companies in the group have in-
corporated similar priorities into their own risk pol-
icies. Work is underway to develop an opportunity 
database, similar to RE’s risk database. Risk coun-
cils operate within each company in the group.

The policies of RE and its subsidiaries are imple-
mented through quality management systems. The 
company operates under independent certifica-
tion according to the following standards:

• ISO 9001 - International Quality Manage-
ment Standard

• ISO 27001 - International Information Securi-
ty Management Standard

• ISO 45001 - International Occupational 
Health and Safety Management Standard

• IST 85 - Icelandic Standard for Equal Pay 
Systems

• Statutory electrical safety management 
systems of the Housing and Construction 
Authority

The management systems are particularly use-
ful for overseeing the large number of operating 
licenses that Reykjavík Energy operates under, 
which amount to approximately 70.1

RE and its subsidiaries have implemented an in-
formation security management system cover-
ing all aspects of the group's operations. The ISO 

1 RE‘s operating licenses 2024
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27001-certified information security management 
system is audited annually by accredited evalua-
tors. In September 2024, BSI audited the informa-
tion security management system, which resulted 
in one minor nonconformity being recorded. Ad-
ditionally, two other audits were carried out. An 
internal audit by Reykjavík City on business conti-
nuity and a self-assessment audit by the Electronic 
Communications Office, on behalf of the National 
Energy Authority, focusing on the group’s compa-
nies classified as critical infrastructure under Act 
No. 78/2019 on Network and Information Securi-
ty of Critical Infrastructure (ON Power and Veitur 
Utilities). The findings of these audits are being sys-
tematically addressed.

In November 2024, RE’s board approved a new 
information security policy aligned with the com-
pany’s overall strategy. In December 2024, a crisis 
response exercise was conducted for the manage-
ment team to prepare for the company’s new busi-
ness continuity framework.

In 2024, the Icelandic Data Protection Authority is-
sued one advisory regarding a potential security 
breach, which was resolved following the agency’s 
guidelines. Since the introduction of new data pro-
tection laws in 2018, no rulings against companies 
in the RE group have been issued in data protection 
cases. However, a case related to RE’s 2023 securi-
ty breach notification concerning the “Mínar síður” 
(My Pages) system is still under review by Persónu-
vernd.

For a detailed discussion of financial risk, please 
refer to Notes 26–31 in this annual report.

Business Ethics and Anti-Corruption 
Measures
RE’s Code of Ethics is based on integrity, one of 
the company’s core values. The code is docu-
mented and publicly available and is intended to 
help employees ensure that integrity, respect, and 

equality characterise all interactions—whether 
with customers, colleagues, the board, contractors, 
or other stakeholders. While the code provides 
guidelines, it is not exhaustive, and employees are 
still responsible for using their judgment and con-
science when faced with ethical dilemmas. In 2020, 
RE introduced a Workplace Conduct Agreement 
for its employees.

RE first introduced a Code of Ethics in 2000, es-
tablished by company leadership. It was later re-
viewed, revised, and approved by the board in 
2017 and is regularly assessed, most recently in 
March 2022. The Code of Ethics is incorporated 
into the board’s rules of procedure, introduced to 
all new employees, and made easily accessible. 
Additionally, it is explicitly referenced in employ-
ment contracts signed by new hires, with at least 
half of the workforce having signed contracts that 
reference the code.

If an employee believes there has been a code vi-
olation or encounters an ethical dilemma, they are 
encouraged to seek guidance from a supervisor or 
a trusted colleague. If the employee feels personal-
ly affected by a violation—such as in cases of bul-
lying or harassment—they may also contact an ex-
ternal consultant directly, initiating a documented 
and confidential process if requested. RE's internal 
audit function also manages a whistleblower pro-
cess, allowing employees and other stakeholders 
to report concerns anonymously.

RE has documented procedures for handling cas-
es where an employee or manager is suspected of 
violating company policies or engaging in fraud. 
These procedures are accessible to all employ-
ees. If there is suspicion of misconduct, it must be 
reported to the immediate supervisor or the inter-
nal auditor, who is responsible for investigating the 
matter while maintaining strict confidentiality, in-
cluding protecting the whistleblower's identity. The 
internal auditor reports directly to the board and is, 
therefore, independent of company management 

and employees within the group.

In 2024, no cases were reported where fraud was 
suspected.

RE’s executive leadership, division directors, and 
department heads are responsible for internal con-
trol within their respective areas. The company’s 
quality management systems are independently 
certified by external auditors. RE adheres to the 
professional standards set by the Institute of In-
ternal Auditors (IIA) for internal audit practices. 
Reykjavík City’s internal audit department acts 
as the internal auditor for RE and its subsidiaries 
in accordance with a service agreement. RE also 
has a compliance officer responsible for oversee-
ing information disclosures to the stock exchange 
(Nasdaq Iceland) and the Financial Supervisory 
Authority (FME).

Supplier Relations
RE’s procurement policy is based on the following 
principles:

• Utilising open tenders for procuring goods, 
services, and construction projects. Sustain-
ability considerations are factored into the 
tendering process, and contracts are award-
ed to the most economically advantageous 
bid. Alternative procurement methods may 
be used in accordance with applicable laws 
and regulations.

• Ensuring clear and transparent procurement 
rules and procedures.

• Maintaining fairness, transparency, and 
cost-effectiveness in all purchasing activities.

• Incorporating sustainability considerations—
including quality, health, human rights, 
environmental impact, information security, 
and safety—into procurement processes and 
contract management.
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In 2020, RE reinforced its sustainability goals within 
its procurement policy. In 2021, the company issued 
a Supplier Code of Conduct based on the procure-
ment policy and the Ten Principles of the UN Glob-
al Compact, which RE has adhered to since 2019. 
At the same time, a response procedure was de-
veloped and documented for handling reports of 
non-compliance.

The requirements outlined in the Supplier Code 
of Conduct are now included in all of RE’s tender 
terms, ensuring that sustainability criteria apply to 
large and smaller suppliers.

By the end of 2024, 121 suppliers had formally con-
firmed their compliance with the Supplier Code of 
Conduct. Additionally, the code is now explicitly 
referenced in all tenders.

RE has implemented a process to assess human 
rights impacts within its supply chain. During an 
S&P Global assessment of RE’s green financing 
framework, a human rights risk was identified re-
garding sourcing rare metals used in various elec-
trical equipment. A draft version of the assessment 
process was presented to representatives from the 
Icelandic Confederation of Labour (ASÍ) and Am-
nesty International Iceland during a meeting with 
RE’s Human Rights Council established within the 
company.

From 2022 to 2024, RE’s suppliers underwent ESG 
evaluations conducted by Reitun. The initial selec-
tion of suppliers for assessment was based on the 
volume of business transactions and the diversity of 
goods and services. The objective was to measure 
how suppliers are positioned in terms of sustain-
ability.

Results of Reitun‘s  ESG-rating of RE‘s suppli-
ers 2022-2024
Each supplier's ESG performance is evaluated. RE's 
current rating on this scale is A3.

As shown in the chart above, supplier perfor-
mance varies significantly. Larger suppliers (most-
ly assessed in 2022) performed better than smaller 
ones. In 2023 and 2024, RE met with key suppliers 
to present the overall assessment results and clari-
fy the company’s expectations. During these meet-
ings, suppliers and manufacturers highlighted their 
ongoing efforts in sustainability, particularly re-
garding climate-related initiatives. The 2024 ESG 
assessment by Reitun revealed that six out of the 
22 evaluated suppliers utilised temporary staffing 
agencies.

RE follows the practice of paying submitted invoic-
es on their due date unless a different arrangement 
has been agreed upon. In 2024, the company’s av-
erage payment term was 24 days. A total of 88.4% 
of invoices were paid within this timeframe, with the 
primary reason for delays being requests for addi-
tional clarifications regarding invoices. The aver-
age time from invoice receipt to payment in 2024 
was 17 days.

Two contractor disputes were brought before the 
courts during the year. In one case, the District 
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Court upheld the legality of contract termination 
with a contractor. In the other case, a court-ap-
pointed expert was assigned to evaluate a con-
tractor’s dispute regarding withheld payments due 
to project delays.

Interest Representation
RE systematically monitors the government’s con-
sultation portal for issues relevant to the company’s 
interests. When appropriate, this monitoring may 
result in official comments from the company.

RE does not provide financial support to politi-
cal organisations, as this is prohibited for publicly 
owned companies under Icelandic law on the op-
erations of political organisations.

RE holds direct and indirect memberships in or-
ganisations registered as interest groups in accor-
dance with Act No. 64/2020 on Conflict of Interest 
Prevention in the Icelandic Government. These 
organisations include Samorka, the association of 
energy and utility companies, which is also a mem-
ber of the Confederation of Icelandic Enterprise. 
According to Samorka’s registration, its primary 
purpose is to operate as a credible, educational, 
and positive platform for the energy and utility 
sector, strengthening its role and operations in the 
interest of society. The association's lobbying ef-
forts focus on positively influencing the regulatory 
environment to enable member companies to fulfil 
their essential societal role.

RE is also a member of the Iceland Chamber of 
Commerce (Viðskiptaráð Íslands). The role and 
purpose of the Chamber are to protect the inter-
ests of businesses, promote an understanding of 
the importance of economic freedom, advocate 
for minimal government intervention, a favourable 
tax environment, and other factors that enhance 
Iceland’s competitiveness.
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Statement of the BoD and the CEO
Reykjavík Energy (Orkuveitan) is a partnership 
company operating under the provision of Act No. 
136/2013 on Reykjavík Energy. The statutory role of 
Reykjavík Energy is to engage in the production, 
generation, and sale of electricity, hot water, and 
steam, as well as the operation of fundamental in-
frastructure, such as electricity distribution, district 
heating, water supply, wastewater management, 
and data networks, in addition to other activities of 
a similar nature.

Furthermore, Reykjavík Energy and its subsidiar-
ies are engaged in activities that can utilize the 
research, knowledge, or equipment of the com-
panies, as well as industrial development and in-
novation, provided that they are linked to the core 
business of the company, including the storage of 
carbon dioxide and other water-soluble gases in 
the ground.

The Consolidated Financial Statements are pre-
pared in accordance with International Financial 
Reporting Standards (IFRS) as approved by the 
European Union and additional requirements set 
forth in Icelandic laws and regulations on annual fi-
nancial statements of companies with listed bonds.

The report includes the financial statements of 
Reykjavík Energy and its subsidiaries.

This board report has been prepared with consid-
eration of the forthcoming changes in the Annual 
Accounts Act due to the implementation of the EU 
Directive 2022/2464 on corporate sustainability 
reporting (Corporate Sustainable Reporting Di-
rective – CSRD), as outlined in the consultation 
document published on 19 August 2024. It is also 
considered to meet the requirements of all relevant 
sections of Article 66 of the applicable Annual Ac-
counts Act No. 3/2006.

For many years, Reykjavík Energy has published 
a variety of sustainability information in its Annu-
al Report regarding non-financial matters of the 
group, in accordance with international standards. 
This publication, however, has now ceased. The 
presentation and reliability of the information in 
the Annual Report were subject to audit and cer-
tification by independent auditors, and the board 
endorsed the report.

The implementation of sustainability reporting will 
require an audit by Reykjavík Energy's authorized 
auditors, as specified by the forthcoming legisla-
tion. The sustainability information presented in 
this board report has not been subject to such an 
audit. However, the board of Reykjavík Energy 
received permission from the Audit Committee of 
Reykjavík City to collaborate with Reykjavík Ener-
gy's audit firm, Grant Thornton, for a specific re-
view of key methodologies regarding:

• Determining which aspects should be 
included in the report (Double Materiality 
Assessment)

• Classification of revenue, expenses, and 
investments with respect to sustainability (EU 
Taxonomy).

The board and management of Reykjavík Energy 
will use the results of this review to develop their 
reporting in alignment with the forthcoming legis-
lation.

To the best of Reykjavík Energy´s board of directors 
and its CEO's knowledge, the Consolidated Finan-
cial Statements are in accordance with Internation-
al Financial Reporting Standards, as approved by 
the European Union and additional requirements 
set forth in Icelandic laws and regulations on an-

nual Financial Statements of companies with listed 
bonds. In the opinion of the board of directors and 
CEO, the Financial Statements give a true and fair 
view of the group´s assets, liabilities, and financial 
position as of 31 December 2024, together with its 
operating results and changes in cash flow during 
the year, as well as describing major risks and  un-
certainties facing the group.

Reykjavík, 7 March 2025

Board of Directors:

Gylfi Magnússon

Vala Valtýsdóttir

Ragnhildur Alda Vilhjálmsdóttir

Þórður Gunnarsson

Skúli Helgason

Valgarður Lyngdal Jónsson 

CEO:

Sævar Freyr Þráinsson



Annual Financial Statements 202473

TABLE OF CONTENTS ENVIRONMENT SOCIETY GOVERNANCE FINANCES

Independent Auditor's Report
To the Board of Directors and Owners of Reykjavik 
Energy.

Opinion on the Consolidated 
Financial Statement
Opinion
We have audited the accompanying Consolidat-
ed Financial Statements (excluding Statement by 
the Board of Directors and CEO) of Reykjavik En-
ergy (hereafter the Group) for the year 2024. The 
Consolidated Financial Statements comprise the 
Statement by the Board of Directors and CEO, the 
Statement of Income, the Statement of Financial 
Position, the Statement of Comprehensive Income, 
the Statement of Cash Flows, the Changes in Eq-
uity, a summary of significant accounting policies 
and other explanatory information.

In our opinion, the Consolidated Financial State-
ments present fairly, in all material respects, the 
consolidated results of operations of the Group. for 
the year 2024, its consolidated financial position 
as at December 31, 2024, and its consolidated cash 
flows for the year then ended in accordance with 
International Financial Reporting Standards as ad-
opted by the EU and the Financial Statements Act.

The audit and the audit opinion cover:  
Our audit and opinion on the Consolidated Finan-
cial Statements cover the income statement, state-
ment of comprehensive income, balance sheet, 
statement of cash flows, statement of changes in 
equity, information on significant accounting pol-
icies, and other disclosures. We have not audited 
and therefore do not provide an opinion on the 

Statement by the Board of Directors and CEO be-
yond what is required of us, as stated in the state-
ment below.

In accordance with the provisions of Article 104, 
paragraph 2 of the Icelandic Financial Statements 
Act No. 3/2006, we confirm that the Statement by 
the Board of Directors and CEO accompanying 
the Consolidated Financial Statements includes 
at least the information required by the Financial 
Statements Act if not disclosed elsewhere in the 
Consolidated Financial Statements.

Our opinion is in accordance with the information 
presented in our audit report to the audit commit-
tee, in accordance with Article 11 of the EU Directive 
No. 537/2014 of the European Parliament and of 
the Council.

Basis for Opinion
We conducted our audit in accordance with In-
ternational Standards on Auditing (ISAs). Our 
responsibilities under those standards are further 
described in the Auditor’s Responsibilities for the 
Audit of the Consolidated Financial Statements 
section of our Report. We are independent of the 
Group in accordance with the Code of Ethics for 
Professional Accountants in Iceland, and we have 
fulfilled all ethical requirements therein. We be-
lieve that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for 
our opinion.

Key Audit Matters
Key audit matters are those matters that, in our pro-
fessional judgement, were of most significance in 
our audit of the Consolidated Financial Statements 
for the year 2023. These matters were addressed 
in the context of our audit of the Consolidated Fi-
nancial Statements as a whole, and in forming our 
opinion thereon, and we do not provide a separate 
opinion on these matters.

In our opinion the following matters were key audit 
matters:
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Explanation of Key Audit Matter Responses to Key Audit Matter

See note 41 (j) page 68 on significant accounting policies and note 4 pages 27-28 on operation and 
revenue recognition of Group‘s components.

Revenue from sale and distribution of electricity and hot water is recognised based on measure-
ments into the systems, taking into account energy losses occurring in the distribution systems. Differ-
ences between the actual amounts that go into the systems, minus losses and invoiced usage, leads 
to a period correction.

Due to the fact that income recognition at the end of the year is based on management estimates, 
there is uncertainty regarding revenue recognition relating to revenue cut-off and existence. For 
that reason, we focus specifically on revenue cutoff in our audit, as well as performing other audit 
procedures relating to revenue recognition.

In our audit of revenues, we have assessed controls relating to revenues in the Group. We have 
also tested certain controls relating to revenue recognition. We have reviewed and evaluated the IT 
control environment in the Group, including review of how access to finance and accounting related 
IT systems is controlled.

We have used substantive testing methods where we have for example reviewed reconciliations be-
tween accounting systems and subsystems and received third par-ty confirmation of energy usage, 
turnover and outstanding balances at year-end from specific customers. We have also reviewed 
deposits after year-end where balance con-firmations from customers were not available.

We have also performed su-bstantive tests where we have compared our expectations to actual 
revenue recognition in the Group.

Revenue recognition

See note 41 (c) pages 63-65 on significant accounting policies, note 19 page 41 on embedded deriv-
atives in electricity sales contracts and note 34 pages 57-58 on fair value hierarchy.

Because prices of specific electricity sales contracts with large counterparties are tied to aluminium 
prices, the Group recognises embedded derivatives on the balance sheet. As electricity and alumin-
ium prices are generally not closely related, financial reporting standards require the risk relating to 
this relationship to be evaluated specifically.

The embedded derivatives are considered to be third level financial items, where estimates are 
based on management assumptions and unobservable inputs. Because of the vulnerability of the 
estimate, any change in assumptions can have significant effect on the income statement and bal-
ance sheet of the Group. For these reasons, we assume there is significant risk related to embedded 
derivatives and have therefore defined them as a key audit matter.

In our audit, we reviewed the Group‘s pricing methodology and consistency with international finan-
cial reporting standards.

We reviewed the Group‘s process for analysing and assessing assumptions used in the valuation, as 
well as reviewing valuation models used. We recalculated derivative valuations based on informa-
tion we collected.

We used the work of a valuation specialist to assist with this review.

Valuation of embedded derivatives

See note 41 (d) pages 65-66 on significant accounting policies and note 13 page 35-37: on property, 
plant and equipment.

We have defined the valuation of production and distribution systems as a key audit matter in our 
audit. The Group‘s production and distribution sy-stems are carried at revalued amount. 

An assessment is made of the changes in construction costs of similar types of assets and both cost 
and accumulated depreciation are revalued accor-dingly. 

The Group performs impairment tests on the reporting date and recognises impairment loss if value 
in use is lower than book value of an asset. Revalu-ed amount will also not be higher than value in 
use.

The assumptions used for revaluation and impairment tests are based on management assessments 
and are partly subjective. With production and distribution systems being a significant part of the 
consolidated financial statements, any change in assumptions can have significant effect on the 
income statement and balance sheet of the Group. Our work both included estimates of the revalu-
ation assessments and the impairment tests of the production and distribution systems.

As part of our audit, we reviewed the Group‘s methodology for valuing the production and distribu-
tion systems and its consistency with international financial reporting standards.

We reviewed the Group‘s processes for the revaluation and impairment tests. We also reviewed the 
functionality of models used in the assessments.

We evaluated management assumptions by comparing to public information where applicable. 
Where assumptions are not based on public information, we made our own evaluation on manage-
ment assumptions.

We used the work of a valuation specialist to assist in this evaluation.

Valuation of production and distribution systems
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as adopted by the EU and the Financial Statements 
Act, and for such internal control as management 
determines is necessary to enable the preparation 
of Consolidated Financial Statements that are free 
from material misstatement, whether due to fraud 
or error.

In preparing the Consolidated Financial State-
ments, the Board of Directors and CEO are respon-
sible for assessing the Group’s ability to continue as 
a going concern, disclosing, as applicable, matters 
related to going concern and using the going con-
cern basis of accounting unless the Board of Direc-
tors and CEO either intend to liquidate the Group 
or to cease operations, or have no realistic alterna-
tive but to do so.

The Board of Directors and the Audit Committee 
are responsible for overseeing the Group’s finan-
cial reporting process. 

Auditor’s Responsibilities for the 
Audit of the Consolidated Financial 
Statements  

Our objectives are to obtain reasonable assurance 
about whether the Consolidated Financial State-
ments as a whole are free from material misstate-
ment, 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 conducted in 
accordance with ISAs will always detect a materi-
al misstatement when it exists. Misstatements can 
arise from fraud or error and are considered ma-
terial if, individually or in the aggregate, they could 
reasonably be expected to influence the economic 
decisions of users taken on the basis of these Con-
solidated Financial Statements.

As part of an audit in accordance with ISAs, we ex-
ercise professional judgement and maintain pro-
fessional scepticism throughout the audit. We also:

• Identify and assess the risks of material 
misstatement of the Consolidated Financial 
Statements, whether due to fraud or er-
ror, 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 misstatement 
resulting from fraud is higher than for one 
resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, mis-
representations, 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 disclo-
sures 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 exist related 
to events or conditions that may cast signifi-
cant 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 evidence 
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.

Other Information
The Board of Directors and the CEO are respon-
sible for all information presented by the Group, 
both the Consolidated Financial Statements as well 
as other information. Our opinion does not cover 
other information other than we specificly discuss 
in our opinion here above. The other information 
comprises for example endorsment of the Board 
of directors and the CEO and unaudited report on 
governance report of  the information included in 
the Annual Report, but does not include the Con-
solidated Financial Statements and our Auditor’s 
Report thereon. Our opinion on the Consolidated 
Financial Statements does not cover other infor-
mation issued by the Group, and we do not ex-
press any form of assurance on the information in 
those documents thereon. In connection with our 
audit of the Consolidated Financial Statements, 
our responsibility is to read the other information 
identified above when it becomes available and, 
in doing so, consider whether the other information 
is materially inconsistent with the Consolidated Fi-
nancial Statements, our knowledge obtained in the 
audit, or otherwise appears to be materially mis-
stated.

The board's report is prepared with regard to 
the anticipated changes in the Annual Accounts 
Act due to the implementation of EU Directive 
2022/2464 on Corporate Sustainability Reporting 
(CSRD). We have not audited this information and 
do not express an opinion on it.

The Board of Directors and CEO’s 
Responsibilities 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 International Financial Reporting Standards 
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the key audit matters. We describe these matters 
in our Auditor’s Report unless law or regulations 
preclu-des public disclosure about the matter or 
when, in extremely rare circumstances, we deter-
mine that a matter should not be communicated 
in our Report because the adverse consequenc-
es of doing so would reasonably be expected 
to outweigh the public interest benefits of such 
communication.

Report on other legal and 
 regulatory requirements

Report on European single electronic 
format (ESEF Regulation)
As part of our audit of the Consolidated Finan-
cial Statements of Orkuveita Reykjavíkur we per-
formed procedures to be able to issue an opinion 
on whether the Consolidated Financial Statements 
of the Group for the year 2023 with the file name 
5493004ARP9VPUIX5B73-2024-12-31-is.zip are 
prepared, in all material respects, in compliance 
with laws no. 20/2021 disclosure obligation of issu-
ers of securities and the obligation to flag relating 
to requirements regarding European single elec-
tronic format regulation EU 2019/815 which include 
requirements related to the preparation of the 
Consolidated Financial Statements in XHTML for-
mat and iXBRL markup.

The Board of Directors and CEO are responsible for 
preparing the consolidated financial statements in 
compliance with laws no. 20/2021 disclosure obli-
gation of issuers of securities and the obligation to 
flag. This responsibility includes preparing the con-
solidated financial statements in a XHTML format 
in accordance to EU regulation 2019/815 on the Eu-
ropean single electronic format (ESEF regulation).

Our responsibility is to obtain reasonable assur-
ance, based on evidence that we have obtained, 
on whether the consolidated financial statements 
is prepared in all material respects, in compliance 
with the ESEF Regulation, and to issue a report that 
includes our opinion. The nature, timing and extent 
of procedures selected depend on the auditor's 
judgement, including the assessment of the risks of 
material departures from the requirement set out in 
the ESEF regulation, whether due to fraud or error.

In our opinion, the Consolidated Financial State-
ments of Reykjavik Energy for the year 2023 with 
the file name 5493004ARP9VPUIX5B73-2024-12-
31-is.zip prepared, in all material respects, in com-
pliance with the ESEF Regulation.

We were elected auditors for the Group in the 
Group's annual general meeting on 26 April 2023 
and this is therefore the 6th continuous fiscal year 
where we are the Group's auditors.

On behalf of Grant Thornton endurskoðun ehf.

Reykjavik, 7 March 2025

Davíð Arnar Einarsson,
State Authorized Public Accountant

Theodór Sigurbergsson,
State Authorized Public Accountant   
 

• Evaluate the overall presentation, structure 
and content of the Consolidated Financial 
Statements, including the disclosures, and 
whether the Consolidated Financial State-
ments represent the underlying transactions 
and events in a manner that achieves fair 
presentation.

• Obtain sufficient appropriate audit evi-
dence 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 communicated with the Board of Directors 
and the Audit Committee regarding, among 
other matters, the planned scope and timing of 
the audit and significant audit findings, including 
any significant deficiencies in internal control 
that we identified during our audit. Our Audit 
Report, which has been provided to the Board of 
Directors and the Audit Committee, reports these 
matters and is in accordance with this report.

We have not provided the Group with any 
services that are prohibited according to laws 
on auditors. We have provi-ded the Board of 
Directors and the Audit Committee with a state-
ment that we have complied with relevant ethical 
requirements regarding independence, and 
communicated with them all relationships and 
other matters that may reasonably be thought to 
bear on our independence, and where applica-
ble, related safeguards.

From the matters communicated with the Board 
of Directors and the Audit Committee, we deter-
mined those matters that were of most signifi-
cance in the audit of the Consolidated Financial 
Statements of the current year and are therefore 
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Notes 2024 2023

Operating revenue ........................................................................................... 4 66.591.502 60.510.641
Redemption of aluminium derivatives ............................................................. 152.473 632.381
Profit from sale of assets ................................................................................. 37.976 26.337

Operating revenues, total 66.781.952 61.169.358

Energy purchase and distribution .................................................................... 6 7.191.229)(       7.264.400)(       
Salaries and salary related expenses ............................................................. 8 10.724.400)(     9.799.488)(       
Other operating expenses ............................................................................... 9.804.020)(       8.404.698)(       

Operating expenses, total 27.719.649)(     25.468.586)(     

EBITDA ........................................................................................................... 39.062.303 35.700.772

Depreciation and amortisation ......................................................................... 10 16.830.274)(     15.797.262)(     

Results from operating activities, EBIT ....................................................... 22.232.029 19.903.510

Interest income ................................................................................................ 1.055.993 573.409
Interest expenses ............................................................................................ 13.816.459)(     14.606.144)(     
Other income on financial assets and liabilities .............................................. 523.018 909.225

Total financial income and expenses 11 12.237.447)(     13.123.511)(     

Share in profit (loss) of associated companies ............................................... 16 3.939 36)(                   

Profit before income tax 9.998.521 6.779.964

Income tax ....................................................................................................... 12 689.453)(          380.010)(          

9.309.068 6.399.954

Attributable to:
Equity holders of the Company ....................................................................... 9.309.582 6.399.997
Minority interest in subsidiaries ....................................................................... 514)(                 43)(                   

9.309.068 6.399.954

The notes on pages 83 to 129 are an integral part of these Consolidated Financial Statements.

Income Statement 2024

Profit for the year

Profit for the year
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Notes 2024 2023

Profit for the year ................................................................................................ 9.309.068 6.399.954

Other comprehensive income

Items moved to equity that will not be moved later to the income statement

Revaluation reserve, increase ............................................................................ 13 2.974.065 16.933.584
Income tax effect of revaluation .......................................................................... 12 594.813)(       2.710.069)(    
Changes in fair value for financial assets at fair value through OCI ................... 17 0 575.000

2.379.252 14.798.515

Items moved to equity that could be moved later to the income statement

Translation difference ......................................................................................... 23 1.059.716 2.764.695)(    

Other comprehensive income, after taxes .......................................................... 3.438.968 12.033.819

Total comprehensive income for the year ........................................................... 12.748.035 18.433.773

The notes on pages 83 to 129 are an integral part of these Consolidated Financial Statements.

Statement of Comprehensive Income 2024
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Notes 31.12.2024 31.12.2023
Assets
Property, plant and equipment ....................................................................... 13 449.315.631 430.996.271
Intangible assets ............................................................................................ 14 6.246.068 5.950.008
Right-of-use assets ........................................................................................ 15 2.346.362 2.293.737
Investments in associated companies ........................................................... 16 88.667 81.228
Investments in other companies ..................................................................... 17 6.243.980 55.680
Embedded derivatives in electricity sales contracts ....................................... 18 406.754 1.914.127
Hedge contracts ............................................................................................. 63.086 50.239
Deferred tax assets ........................................................................................ 20 6.166.858 4.792.026

Total non-current assets 470.877.406 446.133.316
Inventories ...................................................................................................... 21 1.632.118 1.706.770
Trade receivables ........................................................................................... 22 7.829.583 6.580.535
Embedded derivatives in electricity sales contracts ....................................... 18 275.913 15.306
Investments in other companies for sale ........................................................ 17 0 6.207.000
Hedge contracts ............................................................................................. 94.574 218.901
Other receivables ........................................................................................... 22 927.652 1.086.871
Prepaid expenses ........................................................................................... 283.101 382.182
Marketable securities ..................................................................................... 11.594.110 8.670.016
Cash and cash equivalents ............................................................................ 16.438.122 10.342.367

Total current assets 39.075.173 35.209.949
Total assets 509.952.580 481.343.265

Equity
Revaluation reserve ....................................................................................... 127.809.202 130.534.225
Equity reserve ................................................................................................ 94.950.622 82.377.266
Development reserve ..................................................................................... 218.177 137.330
Fair value reserve ........................................................................................... 5.807.000 5.807.000
Translation reserve ......................................................................................... 9.838.598 8.778.883
Retained earnings .......................................................................................... 27.108.582 31.348.927

Equity attributable to equity holders of the Company 265.732.181 258.983.631
Minority interest .............................................................................................. 219)(                 290

Total equity 23 265.731.962 258.983.922
Liabilities
Loans and borrowings .................................................................................... 24 184.597.864 165.248.925
Lease liabilities ............................................................................................... 15 2.308.413 2.227.221
Pension liability ............................................................................................... 25 739.347 721.527
Hedge contracts ............................................................................................. 10.643 110.834
Deferred revenue ........................................................................................... 19 1.873.970 1.817.841
Deferred tax liabilities ..................................................................................... 20 23.153.094 23.064.598

Total non-current liabilities 212.683.332 193.190.946
Accounts payables ......................................................................................... 3.924.652 4.010.900
Loans and borrowings .................................................................................... 24 19.958.999 16.928.649
Lease liabilities ............................................................................................... 15 177.887 176.490
Hedge contracts ............................................................................................. 117.432 82.057
Deferred revenue ........................................................................................... 19 266.018 383.835
Current tax liability .......................................................................................... 12 2.812.055 1.887.042
Other current liabilities .................................................................................... 26 4.280.241 5.699.424

Total current liabilities 31.537.286 29.168.398
Total liabilities 244.220.617 222.359.343

Total equity and liabilities 509.952.580 481.343.265

The notes on pages 83 to 129 are an integral part of these Consolidated Financial Statements.

Statement of Financial Position 
31 December 2024
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Attributable
Develop- Fair  to equity

Revaluation Equity ment value Translation Retained holders of Minority Total
reserve reserve reserve reserve reserve earnings the Company interest equity

Equity at 1 January 2024 ........................................ 130.534.225 82.377.266 137.330 5.807.000 8.778.883 31.348.927 258.983.631 290 258.983.922
Revaluation, increase ............................................. 2.974.065 2.974.065 2.974.065
Income tax effect of revaluation .............................. 594.813)(         594.813)(        594.813)(         
Translation difference ............................................. 1.059.716 1.059.716 1.059.716
Profit for the year .................................................... 9.309.582 9.309.582 514)(       9.309.068
Total comprehensive income .................................. 2.379.252 0 0 0 1.059.716 9.309.582 12.748.549 514)(       12.748.035
Depreciation transferred to retained earnings ........ 5.104.275)(      5.104.275 0 0

12.573.356 12.573.356)( 0 0
Other changes ........................................................ 5 5
Development reserve, amortisation ........................ 80.846 80.846)(        0 0
Dividends to owners ............................................... 6.000.000)(   6.000.000)(     6.000.000)(      
Equity at 31 December 2024 .................................. 127.809.202 94.950.622 218.176 5.807.000 9.838.598 27.108.583 265.732.181 219)(       265.731.962

Equity at 1 January 2023 ........................................ 121.092.491 74.657.104 111.277 5.232.000 11.543.578 33.413.364 246.049.815 337 246.050.152
Revaluation, increase ............................................. 16.933.584 16.933.584 16.933.584
Income tax effect of revaluation .............................. 2.710.069)(      2.710.069)(     2.710.069)(      

575.000 575.000 575.000
Translation difference ............................................. 2.764.695)(      2.764.695)(     2.764.695)(      
Profit for the year .................................................... 6.399.997 6.399.997 43)(         6.399.954
Total comprehensive income .................................. 14.223.515 0 0 575.000 2.764.695)(      6.399.997 18.433.817 43)(         18.433.773
Depreciation transferred to retained earnings ........ 4.781.781)(      4.781.781 0 0

7.720.162 7.720.162)(   0 0
Other changes ........................................................ 4)(           4)(                    
Transfer to development reserve ............................ 26.053 26.053)(        0 0
Dividends to owners ............................................... 5.500.000)(   5.500.000)(     5.500.000)(      
Equity at 31 December 2023 .................................. 130.534.225 82.377.266 137.330 5.807.000 8.778.883 31.348.927 258.983.632 290 258.983.922

Statement of Changes in Equity 2024

The year 2024

The notes on pages 83 to 129 are an integral part of these Consolidated Financial Statements.

    associates transferred to equity reserve .............
Share in profit of subsidiaries and

    associates transferred to equity reserve .............
Share in profit of subsidiaries and

    at fair value through OCI ....................................
Changes in fair value for financial assets 

The year 2023
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Notes 2024 2023
Cash flows from operating activities
Profit for the year ................................................................................................. 9.309.068 6.399.954

Financial income and expenses .......................................................................... 11 12.237.447 13.123.511
Share in P/L of associates ................................................................................... 16 3.939)(              36
Income tax ........................................................................................................... 12 689.453 380.010
Depreciation and amortisation  ............................................................................ 10 16.830.274 15.797.262
Profit from sale of property, plants and equipment .............................................. 37.976)(            26.337)(            
Pension liability, change ...................................................................................... 21.820 58.067

Working capital from operation before interest and taxes 39.046.147 35.732.502

Inventories, decrease .......................................................................................... 74.652 1.048.369
Current assets, increase ..................................................................................... 1.082.621)(       887.857)(          
Current liabilities, increase (decrease) ................................................................ 280.040 486.660)(          

Cash generated from operations before interests and taxes 38.318.218 35.406.355

Received interest income .................................................................................... 1.065.593 590.870
Paid interest expenses ........................................................................................ 8.037.389)(       7.039.761)(       
Dividend received ................................................................................................ 122.466 191.155
Paid taxes ............................................................................................................ 1.744.015)(       1.476.383)(       

Net cash from operating activities 29.724.872 27.672.235

Cash flows from investing activities
Acquisition of property, plant and equipment ...................................................... 13 29.930.261)(     27.226.197)(     
Acquisition of intangible assets ........................................................................... 14 2.968.600)(       1.602.703)(       
Proceeds from sale of property, plant and equipment ......................................... 144.176 137.893
Acquisition of associated companies .................................................................. 3.300)(              0
Change in marketable securities ......................................................................... 2.024.862)(       3.008.322

Net cash used in investing activities 34.782.848)(     25.682.685)(     

Cash flows from financing activities
Proceeds from new borrowings ........................................................................... 24 34.509.164 30.120.839
Repayment of borrowings ................................................................................... 24 17.324.222)(     24.580.559)(     
Deferred revenue ................................................................................................ 33.934)(            1.896.603
Dividends paid ..................................................................................................... 23 6.000.000)(       5.500.000)(       
Repayment of lease liability ................................................................................. 15 118.304)(          149.522)(          

Net cash used in financing activities 11.032.705 1.787.361

Increase in cash and cash equivalents ...........................................................  5.974.729 3.776.911
Cash and cash equivalents at year beginning ................................................  10.342.367 6.650.749
Effect of currency fluctuations on cash and cash equivalents .............................  121.226 85.293)(            
Cash and cash equivalents at year-end .......................................................... 16.438.322 10.342.367

Other information
Working capital from operation ........................................................................... 37 29.113.463 27.464.676

The notes on pages 83 to 129 are an integral part of these Consolidated Financial Statements.

Adjusted for:

Statement of Cash Flows 2024
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1. Reporting entity

2. Basis of preparation
a. Statement of compliance

b. Change in presentation

c. Functional and presentation currency

d. Basis of measurement

e. Use of estimates and judgements

- note 13 - Property, plant and equipment (revaluation of the distribution- and production system and 
   valuation of impairment)

   classified as Financial assets at fair value through OCI)
- note 40a i) og ii) - Investments in subsidiaries and associated companies  (Management uses professional
    judgment in determining whether definitions of control indicate that the group controls an investment)

    tax losses)

- note 17 - Investments in other companies (presumptions made when calculating fair value of assets 

- note 18 - Embedded derivatives in electricity sales contracts (presumptions when calculating fair value)
- note 20 - Deferred tax assets and liabilities (valuation of future taxable profits against carry forward 

- note 28 - Market risk

Notes

Reykjavik Engergy (RE) is a partnership that complies with the Icelandic law no. 136/2013 on Reykjavik Energy.
RE's headquarters are at Bæjarháls 1 in Reykjavik. RE's consolidated financial statements include the financial
statements of the parent company and its subsidiaries, (together referred to as "the Group") and a share in
associated companies. The consolidated financial statments of Reykjavik Energy is a part of the consolidated
financial statements of Reykjavík city. 

The Group provides services through its subsidiaries that operate power plants, distribute electricity, hot water and
cold water, operates the sewage systems, a fiber optic system and provide a carbon capture service in its service
area.

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU and the additional requirements set out in the local rules and regulations
regarding financial statements of companies with listed bonds.

The consolidated financial statements were approved by the Board of Directors on 7 March 2025.

The consolidated financial statements are presented in Icelandic kronas, which is RE’s functional currency. All
financial information has been rounded to the nearest thousand unless otherwise stated.

The consolidated financial statements have been prepared on the historical cost basis except for a part of
property, plant and equipment have been revalued at fair value, embedded derivatives in electricity sales
contracts, assets held for sale and other financial assets and liabilities are stated at fair value. The methods used
to measure fair values are discussed further in note 40.

The preparation of the consolidated financial statements in conformity 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. Revisions to accounting estimates are recognised in
the period in which the estimates are revised and in any future periods affected.

The presentation of the balance sheet has been changed from last year. Work in progress will be sold within the
group and have therefore been reclassified among property, plant and equipment and intangible assets in
accordance with their final classification.

Significant accounting policies for the Group are described in note 40.

In particular, information about significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have the most significant effect on the amounts recognised in the financial statements is
included in the following notes:
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Notes

3. Operation and revenue recognition of Group's components

Products and services Nature, timing of revenue recognition and payments terms

a. Electricity

b. Hot water

c. Cold water

The following provides information about the operation of Group's components. Breakdown of revenue for different
operations is given in note 4 and income by segment in note 5.

ON Power ohf. and Orka náttúrunnar ohf. generate electricity and sell electricity
and Utilities distribute electricity according to law no. 65/2003. Revenue from the
sale and distribution of electricity is recognised in the income statement according
to measured delivery to customer over the period plus a fixed fee. The rate for the
distribution of electricity has a revenue cap set by the National Energy Authority in
accordance with laws on energy number 65/2003. Upon connection of new users to
distribution systems of electricity and upon renewal of connection an initial fee is
charged. The initial fee is intended to cover cost of new distribution systems and
their renewal. Connection fee is recognised in the income statement upon delivery
of the service. Trade receivables from the sale and distribution of electricity
generally have a 30 day grace period. Some contracts with certain customers may
have different payment arrangements but that is an exception.

ON Power, Orka náttúrunnar and Utilities generate harness hot water and Utilities
distribute harness hot water. Revenue from the sale and distribution of harness hot
water is recognised in the income statement according to measured delivery to
customer over the period plus a fixed fee. Upon connection of new users to
distribution systems of harness hot water or upon renewal of connection an initial
fee is charged. The initial fee is intended to cover cost of new distribution systems
and their renewal. Connection fee is recognised in the income statement upon
delivery of the service. Trade receivables from the sale and distribution of harness
hot water generally have a 30 day grace period. Some contracts with certain
customers may have different payment arrangements but that is an exception.

OR - vatns- og fráveita collects and distributes cold water from reservoirs. Revenue
from the sale of cold water is based on the size of properties plus a fixed fee which
is recorded over the period in the income statement. The legal limitation on the
upper limit of the rate is 0,5% of the real estate value. In addition revenue is
stated for cold water according to measurement from specific industries. Upon
connection of new users to distribution systems of cold water and upon renewal of
connection an initial fee is charged. The initial fee is intended to cover cost of new
distribution systems and their renewal. Connection fee is recognised in the income
statement upon delivery of the service. Trade receivables from the sale of cold
water generally have a 30 day grace period. Some contracts with certain
customers may have different payment arrangements but that is an exception.
Billing for cold water and sewage is done in the first 9 months of the year but
income is distributed evenly over the year.
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Notes

3. Operation and revenue recognition of Group's components, contd.

Products and services Nature, timing of revenue recognition and payments terms

d. Sewer system

e. Other revenues

4. Revenues from sales of goods and services
The Group's income from sales of goods and services is specified as follows:

2024 2023
25.763.221 23.979.310
20.600.025 17.739.370

3.985.630 3.703.242
7.102.767 6.624.847
9.139.860 8.463.871

66.591.502 60.510.641Revenues from sales of goods and services total..................................................

Hot water................................................................................................................
Electricity................................................................................................................

Other revenues......................................................................................................
Sewer system.........................................................................................................
Cold water..............................................................................................................

OR - vatns- og fráveita runs the sewer system. Revenue is based on the size of
properties plus a fixed fee which is recorded over the period in the income
statement. The legal limitation on the upper limit of the rate is 0,5% of the real
estate rateable value. Upon connection of new users to sewage system and upon
renewal of connection an initial fee is charged. The initial fee is intended to cover
cost of new sewer systems and their renewal. Connection fee is recognised in the
income statement upon delivery of the service. Trade receivables from the sewer
system generally have a 30 day grace period. Some contracts with certain
customers may have different payment arrangements but that is an exception.
Billing for cold water and sewage is done in the first 9 months of the year but
income is distributed evenly over the year.

Ljósleiðarinn operates fiber optics data system. Revenue from fiber optics data
system is recognised in the income statement upon delivery of the goods and
service. This is a competitive practice that is supervised by The Electronic
Communications Office of Iceland. Reykjavík Energy the parent company operates
rental of housing and equipment, incidental sale of specialist consultancy services
and more. The income of the Carbfix companies is due to consulting, construction
and operation of disposal sites. Rental income is recorded as income in the income
statement linearly over the lease term and other revenue is recognised upon
delivery of goods or services. Trade receivables from other revenues generally
have a 30 day grace period. 

Consolidated Financial Statements of Reykjavik Energy 2024 85 Amounts are in ISK thousand



________________________________________________________________________________________

Notes

5. Segment reporting

Business divisions and sectors

Sector Official obligations

Customers that have significant effect on the Group's revenues

Utilities distribute electricity, harnessing hot water from low-temperature fields and the geothermal plants and
distribute it for space heating. It also collects and distributes cold water from reservoirs and runs a sewerage
system.

Hot water

Energy sale and production generate electricity and harness hot water from the power plants, sells electricity to
wholesale and retail customers.

Electricity, production

The Group is income taxed and collects value added tax, except for operations regarding cold water and sewer but
they are regulated by law no. 32/2004 concerning cold water suppliers of municipalities and law no. 9/2009
concerning the operations of sewer. The provision of hot water supply is subject to law no. 58/1967, concerning
earnings from hot water. The distribution of electricity is subject to law no. 65/2003, which stipulates revenue caps
that are decided by the National Energy Authority.

Sewer system

Other operations cover the fiber optic system, rental of housing and equipment, incidental sale of specialist
consultancy services and more. Also development and distribution of the Carbfix carbon storage method, with the
aim of reducing greenhouse gas emissions and combating climate change.

This is a competitive practice that is
supervised by The Electronic
Communications Office of Iceland.

The legal limitation on the upper limit of the
rate is 0,5% of the real estate value. Rates
are officially published in the Ministerial

One customer of Energy sale and production has significant effect on the Group's revenues in the year 2024 due
to the purchase of electricity for heavy industry. The Group´s revenues from this customer represents
approximately ISK 9.085 million or 13,6% of total revenues. (2023: ISK 8.461 million, or 13,8% of total revenue).

Fiber-optic data system

Electricity, distribution

Cold water

Minister approves utility rates not subject to
the open market. These take effect upon
publication in the Ministerial Gazette.
Price rates are subject to authorisation from
The National Energy Authority. Rates are
officially published.
Energy sales are subject to the open
market, electricity rate changes are
therefore not subject to government

The Rates for the sewer system shall cover
all costs. Rates are officially published in
the Ministerial Gazette.

The Group's service area is mainly in the Reykjavík city area, but it also extends to the southern and western parts
of Iceland. The Group is divided into three separate divisions: Energy sale and production, Utilities and Other
Operation.
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5. Segment reporting, contd.

Business segments - divisions Energy sale Other Adjust-
The year 2024 Utilities and production Operation ments IFRS 16* Total

External revenue ................................................................... 42.671.377 17.907.572 6.203.003 0 66.781.952
Inter-segment revenue .......................................................... 6.702.794 9.878.170 13.336.918 29.917.882)(          0
Total segment revenue ......................................................... 49.374.171 27.785.741 19.539.922 29.917.882)(          66.781.952
Segment operation expenses ............................................... 28.307.367)(       12.273.037)(       17.096.271)(       29.756.124 200.902 27.719.649)(       
Segment profit EBITDA ......................................................... 21.066.803 15.512.704 2.443.651 161.758)(               200.902 39.062.303
Depreciation and amortisation .............................................. 7.608.738)(         6.150.451)(         3.104.375)(         179.777 146.486)(           16.830.274)(       
Segment results, EBIT .......................................................... 13.458.065 9.362.253 660.724)(            18.020 54.416 22.232.029
Financial income and expenses ............................................ 4.854.194)(         2.524.503)(         3.576.496)(         1.197.875)(            84.379)(             12.237.447)(       
Share in loss of associated companies ................................. 0 0 3.939 0 3.939
Income tax ............................................................................. 989.256)(            1.399.794)(         1.219.547 468.784 11.266 689.453)(            
Profit (loss) for the period ...................................................... 7.614.615 5.437.955 3.013.734)(         711.071)(               18.697)(             9.309.068

The year 2023

External revenue ................................................................... 37.876.204 18.241.946 5.051.208 0 61.169.358
Inter-segment revenue .......................................................... 5.897.878 7.190.259 11.414.838 24.502.975)(          0)(                       
Total segment revenue ......................................................... 43.774.082 25.432.205 16.466.047 24.502.975)(          61.169.358
Segment operation expenses ............................................... 24.545.796)(       11.563.011)(       13.982.051)(       24.406.470 215.802 25.468.586)(       
Segment profit EBITDA ......................................................... 19.228.286 13.869.194 2.483.996 96.506)(                 215.802 35.700.772
Depreciation and amortisation   ............................................ 7.115.782)(         5.843.621)(         2.745.778)(         77.818 169.899)(           15.797.262)(       
Segment results, EBIT .......................................................... 12.112.504 8.025.573 261.783)(            18.688)(                 45.904 19.903.510
Financial income and expenses ............................................ 6.875.888)(         3.038.480)(         3.543.468)(         404.160 69.835)(             13.123.511)(       
Share in loss of associated companies ................................. 0 0 36)(                     0 36)(                     
Income tax ............................................................................. 555.736)(            1.000.360)(         1.362.151 195.063)(               8.998 380.010)(            
Profit (loss) for the period ...................................................... 4.680.880 3.986.733 2.443.135)(         190.409 14.933)(             6.399.954

* Segment reporting as used by management does not take into account the guidance of IFRS 16.

Notes

Segment information is presented by the Group's internal reporting. Business segments presented are Utilities, that represent licensed operations in hot and cold water,
distribution of electricity and sewage, Energy sale and production, representing the competitive operations in producing and sale of electricity and hot water and Other
Operation, that represents the activities of the parent company, the fiber optic operations and the Carbfix companies. The parent company's main activities is providing
service to subsidiaries, rental of housing and equipment, incidental sale of specialist consultancy services and more. Ljósleiðarinn represents the fiber optic operations and
the Carbfix companies are working on development and distibution the of the Carbfix carbon storage method, with the aim of reducing greenhouse gas emissions and
combating climate change. Segment reporting is conducted by using the same accounting principle as the group uses and is described in note 40.
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Notes

5. Segment reporting, contd.

Business segments - divisions, contd. Energy sale Other Adjust-
Utilities and production Operation ments IFRS 16* Total

Balance sheet (31.12.2024)
Property, plant and equipment and intangible assets ........... 239.425.677 155.293.802 61.051.212 208.991)(               455.561.699
Right-of-use assets ............................................................... 2.346.362 2.346.362
Other  assets ......................................................................... 28.982.860 10.579.703 205.143.898 192.661.943)(        52.044.518

509.952.580

Loans and borrowings ........................................................... 89.246.676 56.188.927 208.956.863 149.835.603)(        204.556.863
Lease liabilities ...................................................................... 2.486.300 2.486.300
Other liabilities ...................................................................... 20.116.367 13.825.084 46.260.508 43.024.505)(          37.177.454

244.220.617
Investments
Property, plant and equipment and intangible assets ........... 16.712.096 7.415.206 6.818.563 30.945.866

Balance sheet (31.12.2023)
Property, plant and equipment and intangible assets ........... 230.353.938 152.358.342 54.495.239 261.239)(               436.946.279
Right-of-use assets ............................................................... 2.293.737 2.293.737
Other assets .......................................................................... 25.611.049 10.055.838 178.977.733 172.541.371)(        42.103.249

481.343.266

Loans and borrowings ........................................................... 82.731.886 55.536.810 184.377.574 140.468.696)(        182.177.574
Lease liabilities ...................................................................... 2.403.711 2.403.711
Other liabilities ...................................................................... 18.802.222 13.418.382 38.857.702 33.300.248)(          37.778.058

222.359.343
Investments
Property, plant and equipment and intangible assets ........... 14.479.775 6.095.801 10.491.329 984.944)(               30.081.961

* Segment reporting as used by management does not take into account the guidance of IFRS 16.
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6. Energy purchase and distribution
2024 2023

Energy purchase and distribution are specified as follows:

1.855.515 2.282.179
5.335.714 4.982.221
7.191.229 7.264.400

7. Analysis of geothermal power plant operation

Return analysis of production of electricity and hot water, cf. Article 41, paragraph 5 of law no. 65/2003:

Electricity Hot water Electricity Hot water
2024 2024 2023 2023

Geothermal power plant
Revenue .................................................................... 14.051.335 7.288.687 13.188.023 5.523.888
Operating expenses ................................................... 3.692.670)(     2.079.968)(     2.858.400)(    1.679.752)(     
Depreciation and amortisation ................................... 4.399.554)(     1.631.589)(     4.104.342)(    1.335.121)(     
Profit before financial expenses ................................. 5.959.111 3.577.130 6.225.280 2.509.015
Return on investment ................................................. 5,2% 9,3% 5,6% 6,1%

8. Salaries and salary related expenses
2024 2023

Salaries and salary related expenses are specified as follows:
Salaries ....................................................................................................................... 10.067.823 9.126.856
Defined contribution pension expenses ...................................................................... 1.325.854 1.204.726
Defined benefit pension expenses, changes .............................................................. 68.592 100.057
Other salary related expenses .................................................................................... 982.153 809.326
Total salaries and salary related expenses ................................................................. 12.444.422 11.240.966

Salaries and salary related expenses are stated in the financial statements as follows:

Expensed in the income statement ............................................................................. 10.724.400 9.799.488
Capitalised on projects ................................................................................................ 1.720.021 1.441.478
Total salaries and salary related expenses ................................................................. 12.444.422 11.240.966
Number of employees:
Number of annual working units ................................................................................. 671,8 637,0 

Management's salaries and benefits for the parent company and subsidiaries are specified as follows:
Salaries to the Board of Directors of the Parent Company  ........................................ 25.339 25.704
Salaries of the CEO of the Parent Company .............................................................. 50.570 48.226
Salaries of Managing Directors of the Parent Company* ............................................ 116.156 114.924
Salaries to the Board of Directors of subsidiaries** .................................................... 33.435 23.108
Salaries of four Managing Directors of subsidiaries .................................................... 170.568 156.169
Termination expenses ................................................................................................. 0 91.147

396.068 459.278
* For the first two months of 2023 there were four Managing Directors, from 1 March 2023 there were three.

Notes

The power plants at Hellisheiði and Nesjavellir are mixed production plants, where both hot water and energy are
produced.
The cost allocation is based on Orka náttúrunnar and ON Power´s methods, that the National Energy Authority
"NEA" has not approved. NEA is obligated to set new cost allocation rules after having disapproved the companies 
proposal, NEA has not yet carried this out. Until NEA sets new rules for cost allocation, the return of the sectors
are reported using Orka náttúrunnar and ON Power's  methods.

** Four board of Directors until 31 May 2023, five from 1 June 2023. During the year 2024, the percentage of bordmembers
working outside RE changed and salaries were increased moderately.

Energy purchase .........................................................................................................
Distribution ..................................................................................................................
Total energy purchase and distribution .......................................................................
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Notes

9. Auditors fee
2024 2023

Audit of financial statements and review of interim financial statements .................... 33.365 27.831
Other services ............................................................................................................. 2.669 3.342
Total auditors fee ........................................................................................................ 36.034 31.173

10. Depreciation, amortisation and impairment
2024 2023

Depreciation, amortisation and impairment is specified as follows:
Depreciation of property, plant and equipment cf. note 13 ......................................... 15.902.311 15.042.464
Amortisation of intangible assets, cf. note 14 ............................................................. 781.477 584.899
Depreciation of Right-of-use assets, cf. Note 15 ........................................................ 146.486 169.899
Depreciation, amortisation and impairment expensed in income statement ............... 16.830.274 15.797.262

11. Financial income and expenses
2024 2023

Financial income and expenses are specified as follows:

Interest income ........................................................................................................... 1.055.993 573.409

Interest expenses and paid indexation ....................................................................... 7.949.762)(    6.775.310)(     
Indexation ................................................................................................................... 5.494.977)(    7.392.363)(     
Guarantee fee to owners 1) ........................................................................................ 371.720)(       438.471)(        
Total interest expenses ............................................................................................... 13.816.459)(  14.606.144)(   

Fair value changes of embedded derivatives in electricity sales contracts ................. 1.246.766)(    370.324
Fair value changes of financial assets and financial liabilities through P/L ................ 880.731 607.734
Unredeemed fair value changes of hedge contracts .................................................. 46.665)(         167.008)(        
Foreign exchange difference ...................................................................................... 813.252 146.649)(        
Dividends .................................................................................................................... 122.466 244.825
Total of other income (expenses) on financial assets and liabilities ........................... 523.018 909.225

Total financial income and expenses .......................................................................... 12.237.447)(  13.123.511)(   

Fair value changes through P/L
Generally accepted valuation methods are used to determine the fair value of certain financial assets and financial
liabilities, further discussed In note 40. Change in fair value that is recognized in the income statement amounts to
ISK 413 million income in the year 2024 (2023: revenue ISK 811 million). Fair value changes on financial assets
and liabilities defined at level 3 amounts to ISK 1.247 million income in the year 2024 (2023: revenue ISK 370
million).

1) The Group paid a guarantee fee to the owners of the company for guarantees they have made on the Groups
loans and borrowings according to a decision made on the annual meeting of Reykjavik Engergy in 2005. The fee
on yearly basis for its licensed operations is 0,86% (2023: 0,81%) and 0,66% (2023: 0,65%) regarding loans due
for operations in the open market. The guarantee fee is calculated on total loans quarterly. The guarantee fee
amounted to ISK 372 million in the year 2024 (2023: ISK 438 million) and is accounted for among interest
expenses. 
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Notes

12. Income tax

Income tax recognised in the income statement is specified as follows: 2024 2023

Current income tax ...................................................................................................... 2.812.055 1.887.042
Change in deferred income tax ................................................................................... 2.122.602)(    1.507.032)(     
Income tax recognised through P/L ............................................................................ 689.453 380.010

Reconciliation of effective tax rate: 2024 2023

Profit before income tax ............................................. 9.998.521 6.779.964

Income tax according to tax ratio of parent company 38,40% 3.839.432 37,60% 2.549.267
Effect of tax rates of subsidiaries ............................... 13,35%)(         1.334.341)(     16,34%)(        1.107.967)(     
Non-taxable operation of 
   water supply and sewer .......................................... 15,05%)(         1.504.984)(     13,63%)(        924.192)(        
Effect of change in tax rate ........................................ 1,18%)(           117.681)(        0,00% 0
Effect of different functional currencies
   in the Group ............................................................ 1,39%)(           139.430)(        0,17% 11.745
Other items ................................................................ 0,54%)(           53.544)(          2,20%)(          148.843)(        
Effective income tax ................................................... 6,90% 689.453 5,60% 380.010

Income tax recognised in other comprehensive income

Deferred tax
Due to income and expenses moved direct to equity 2024 2023
Tax effect of revaluation .............................................................................................. 594.813 2.710.069
Deferred tax, total ....................................................................................................... 594.813 2.710.069

The Group's companies are tax liable according with Article 2 of law no. 90/2003 on income tax. The part of the
Group's operation concerning operation of cold water supply and sewer is though exempt from income tax.

In the year 2024, the corporate income tax was temporarily increase, the increase is valid only for the year 2024.
The parent Company´s tax rate is 38,4% (2023: 37,6%), other taxable subsidiaries have a 21% (2023: 20%) tax
rate.
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Notes

13. Property, plant and equipment
Production Utility Other Other

The year 2024 system system real estates  equipment Total
Cost or deemed cost
Balance at year beginning ............. 375.981.252 465.614.035 13.431.037 5.545.699 860.572.022
Additions during the period ............ 11.375.835 14.756.516 2.245.868 1.466.593 29.844.812
Reclassification of assets .............. 0 0 0 89.115)(         89.115)(          
Translation difference .................... 2.137.243 0 0 50.671)(         2.086.572
Sold or disposed of ........................ 3.654 50.526)(          0 315.150)(       362.022)(        
Revaluation, increase .................... 0 4.211.421 0 0 4.211.421
Balance at period end .................... 389.497.984 484.531.446 15.676.905 6.557.355 896.263.689
Depreciation
Balance at year beginning ............. 175.082.753 250.788.956 1.210.036 2.494.006 429.575.751
Depreciated during the period ....... 7.898.033 7.373.831 144.591 485.856 15.902.311
Reclassification of assets .............. 0 0 0 89.115)(         89.115)(          
Translation difference .................... 581.786 0 0 2.759)(           579.027
Sold or disposed of ........................ 6 1.671)(            0 255.606)(       257.272)(        
Revaluation, increase .................... 0 1.237.356 0 0 1.237.356
Balance at period end .................... 183.562.578 259.398.471 1.354.626 2.632.383 446.948.058

Carrying amounts
At 1.1. 2024.................................... 200.898.499 214.825.078 12.221.001 3.051.693 430.996.271
At 31.12. 2024................................ 205.935.405 225.132.975 14.322.278 3.924.973 449.315.631

Production Utility Other Other
The year 2023 system system real estates  equipment Total
Cost or deemed cost
Balance at year beginning ............. 355.699.819 432.329.044 12.220.189 4.631.954 804.881.006
Additions during the year ............... 10.268.182 13.905.247 1.262.575 1.159.893 26.595.898
Translation difference .................... 6.107.551)(        0 0 85 6.107.467)(     
Sold or disposed of ........................ 22.753 0 51.727)(          246.233)(       275.207)(        
Revaluation, increase .................... 16.098.048 19.379.744 0 0 35.477.792
Balance at year end ....................... 375.981.252 465.614.035 13.431.037 5.545.699 860.572.022
Depreciation
Balance at year beginning ............. 161.908.071 232.571.539 978.205 2.245.457 397.703.273
Depreciated during the year ........... 7.544.640 6.823.342 231.830 442.652 15.042.464
Translation difference .................... 1.492.108)(        0 0 5 1.492.103)(     
Sold or disposed of ........................ 27.983)(             0 0 194.108)(       222.091)(        
Revaluation, increase .................... 7.150.133 11.394.075 0 0 18.544.208
Balance at year end ....................... 175.082.753 250.788.956 1.210.036 2.494.006 429.575.751
Carrying amounts
At 1.1. 2023.................................... 193.791.749 199.757.504 11.241.984 2.386.497 407.177.733

200.898.499 214.825.078 12.221.001 3.051.693 430.996.271

Investments during the year without payment effect amounted to ISK 2.337,2 million at year-end 2024. (2023: ISK
4.290,2 million). The year's change in investments without payment effect amounts to ISK 1.953,0 million.

At 31.12. 2023 ..............................
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Notes

13. Property, plant and equipment, contd.

Revaluation

Revaluation was last conducted according to the following table:
Date of

Revaluation
Production systems

30.9.2023
30.9.2022
30.9.2023

Distribution systems
30.9.2023
30.9.2023
30.9.2023
30.9.2023
30.9.2024

Information on revalued assets at year end Production Distribution
31.12.2024 system system Total

Revalued carrying amount .................................................................. 205.935.405 225.132.975 431.068.380
Thereof effect of revaluation ............................................................... 65.678.109)(   85.820.958)(  151.499.067)( 
Carrying amount before effect of revaluation ...................................... 140.257.296 139.312.017 279.569.313

31.12.2023

Revalued carrying amount .................................................................. 200.898.499 214.825.078 415.723.578
Thereof effect of revaluation ............................................................... 68.302.794)(   81.760.155)(  150.062.949)( 
Carrying amount before effect of revaluation ...................................... 132.595.705 133.064.924 265.660.629

Fiber-optic cable system .....................................................................................................................

Cold water ...........................................................................................................................................

Electricity .............................................................................................................................................
Sewage ...............................................................................................................................................

The fair value of these assets is determined on the basis of the depreciated replacement cost. This consists in that
an assessment is made on changes in the construction cost of comparable assets and both cost and accumulated
depreciations are revaluated in accordance with those changes. The calculation is based on official information
and actual statistics from the Group's books on value changes of cost of items and takes into account an estimate
on the weight of each cost item in the total cost of construction of comparable assets. Cost items and their
proportional weight were determined by experts within the Group. The impairment test of assets is also taken into
consideration and revaluation is not recognised beyond the expected future cash flow of the assets. Distribution
systems for hot water, cold water, sewage and electricity are licensed operations and subject to official revenue
targets that are based mostly on changes in the construction cost index. This is taken into consideration when
revaluating these systems. Revaluation is classified as level 3 of the hierarchy of fair value, further explained in
note 33.

Hot water .............................................................................................................................................

When revaluating, the relevant asset groups are measured at fair value. The aforementioned revaluation is
recognised in a revaluation reserve among equity taken into account effects of deferred income tax as further
explained in note 40 d. The revaluation is carried out by experts within the Group.

Cold water ...........................................................................................................................................

Hot water .............................................................................................................................................

Electricity .............................................................................................................................................
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Notes

13. Property, plant and equipment, contd.
Impairment tests

The following criteria was used in assessing the value in use:

Prod. systems
Hot water Electricity Cold water Sewage Power plants

1,8% 2,8% 1,5% 2,0% 2,9%
0,5% 0,8% 0,5% 0,4% 0,0%-2,2%
3,3% 5,6% 2,1% 3,1% 5,4%
5,9% 6,0% 5,2% 5,2% 5,73% - 9,74%

Prod. systems
Hot water Electricity Cold water Sewage Power plants

2,6% 3,3% 3,4% 2,4% 3,9%
0,0% 0,0% 0,4% 0,4% 0,0%-5,3%
4,2% 4,9% 2,8% 2,4% 6,1%
6,1% 6,2% 5,7% 5,8% 6,13%-9,97%

Rateable value and insurance value

Year 2023

CAGR w.r.t. to price changes .......
EBITDA CARG 2024-2028 ...........

Revenue CAGR 2024-2028 .........

The rateable value of the Group's assets measured in the rateable value assessment amounted to ISK 45.040
million at year end 2024 (2023: ISK 42.446 million). The fire insurance value of the company's assets amounted
to ISK 65.427 million at the same time (2023: ISK 63.577 million). Among those assets are real estates
capitalised among production and distribution systems. The insurance value of the Group's assets amounted to
ISK 627.187 million at year end 2024 (2023: ISK 591.728 million).

The Group has entered into contracts and placed purchase orders with suppliers and developers concerning work
on production and distribution systems. The balance of these contracts and purchase orders at year end is
estimated at ISK 10.176 million (2023: ISK 13.689 million).

Year 2024

CAGR w.r.t. to price changes .......
EBITDA CARG 2025-2029 ...........

Distribution system

Impairment tests were performed at the end of December 2024 for distribution systems, production systems and
power plants. The tests were performed using the balance at the end of September 2024 in order to confirm if both
carrying amounts of assets and main assets under construction would meet estimated future cash flows of these
assets. The impairment tests are carried out for every sector in the distribution and production systems. 

Revenue CAGR 2025-2029 .........

WACC ..........................................

WACC ..........................................

Impairment for distribution system for Utilities or Power plants is unlikely because of additional value. However the
test for electricity in power plants is sensitive to changes in key assumptions. If the required rate of ROCE
increased by 0,1 percentage points, and other criteria are kept unchanged the calculated impairment of additional
value in electricity for power plants would be ISK 1,6 billion. If the projected EBITDA is 1% lower during the
planning period and other terms are unchanged, calculated impairment would be ISK 1,7 billion. However in
neither case is there an impairment.

The recoverable amount of each sector was evaluated based on value in use. The value in use was determined by
discounting the expected future cash flows at the continued use in each sector. Cash flows were based on the
future cash flow of the next five years. In assessing value in use, management make the plan for business
development, based on both internal and external information.

Distribution system

Consolidated Financial Statements of Reykjavik Energy 2024 94 Amounts are in ISK thousand



________________________________________________________________________________________

Notes
14. Intangible assets

Intangible assets are specified as follows:
Heating Development Business 

The year 2024 rights Software cost relations Total
Cost

1.478.758 5.521.463 446.062 1.908.000 9.354.283
35.000 806.112 259.941 0 1.101.054

0 44.142 44.972 0 89.115
0 0 1.449)(            0 1.449)(            
0 0 22.341)(          0 22.341)(          

1.513.758 6.371.718 727.185 1.908.000 10.520.662
Amortisation

457.768 2.888.453 20.206 37.847 3.404.275
0 592.678 12.786 176.013 781.477
0 44.142 44.972 0 89.114
0 0 272)(               0 272)(               

457.768 3.525.273 77.692 213.860 4.274.594
Carrying amounts

1.020.990 2.633.010 425.855 1.870.153 5.950.008
1.055.990 2.846.446 649.493 1.694.140 6.246.068

31.12.2023
Cost

1.427.031 4.484.555 182.982 0 6.094.568
51.727 0 0 0 51.727

0 1.259.477 318.404 1.908.000 3.485.881
0 222.568)(        56.039)(          0 278.607)(        
0 0 714 0 714

1.478.758 5.521.463 446.062 1.908.000 9.354.283
Amortisation

457.768 2.516.136 13.885 0 2.987.789
0 540.731 6.321 37.847 584.899
0 168.413)(        0 0 168.413)(        

457.768 2.888.453 20.206 37.847 3.404.275
Carrying amounts

969.263 1.968.419 169.097 0 3.106.779
1.020.990 2.633.010 425.855 1.870.153 5.950.008

Balance at year end .....................

Sold or disposed of ......................

        

Amortisation during the period .....
Reclassification of assets .............

Balance at period end ..................

At 1.1. 2024 ..................................

Balance at year beginning ...........

Translation difference ..................

At 31.12. 2023 ..............................

Additions during the period ..........
Reclassification of assets .............
Sold or disposed of ......................

Balance at period end ..................

Balance at year beginning ...........

At 31.12. 2024 ..............................

Balance at year beginning ...........

Translation difference ..................

Balance at year end .....................

Balance at year beginning ...........

Among intangible assets, salaries amounting to ISK 94,0 million have been capitalized due to capitalized
software and ISK 88,3 million due to development costs.

Reclassification of assets .............
Additions during the year .............

Amortisation during the year ........

At 1.1. 2023 ..................................

Translation difference ..................
Sold or disposed of ......................
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Notes

15. Lease agreements
Significant accounting policies are described in note 40t.

Changes in right-of-use assets in the year are specified as follows:
2024 2023

Right-of-use assets
2.293.737 2.180.951

111.637 197.809
33.528 7.664
53.946 77.212

146.486)(       169.899)(        
2.346.362 2.293.737

Amounts in Income statement:
146.486 169.899

Changes in lease liabilities in the year are specified as follows:
2024 2023

Lease liabilities
2.403.711 2.266.994

111.637 197.809
33.528 7.664
84.379 69.835

200.902)(       215.802)(        
53.946 77.212

2.486.300 2.403.711

Amounts in Balance Sheet:
177.887 176.490

2.308.413 2.227.221
2.486.300 2.403.711

Undiscounted cash flow due to lease payments is as follows:

Within a year In 1 to 5 years After 5 years Total
177.887 616.759 3.124.478 3.919.124
82.028)(          284.899)(        1.065.897)(    1.432.824)(     
95.859 331.860 2.058.581 2.486.300

Interests ......................................................................................................................

Interests ....................................................................
Total ..........................................................................

Indexation ...................................................................................................................
Lease liabilities at year-end ........................................................................................

Lease payments .......................................................

Repayment of lease liabilities .....................................................................................

Right-of-use assets, depreciation ...............................................................................

New lease liabilities or extended contracts during the year ........................................
Increase due to changes in rent payments or termination of contracts ......................

Depreciation of the year ..............................................................................................
Indexation ...................................................................................................................

Right-of-use assets at year end ..................................................................................

Lease liabilities at year beginning ...............................................................................

Right-of-use assets at year beginning ........................................................................
Additions or extended contracts during the year .........................................................

The Group rents office space and land. These leases are for varying lengths of time, but usually with the possibility 
of renewal at the end of the lease. Some leases include additional lease payments that are based on a change in
certain indices. The Group may not enter into sublease agreements for certain leases.

The Group has elected not to recognise right-of-use assets and lease liabilities for some short-term leases and
leases of low-value assets. The Group charges lease payments for these leases on a straight-line basis during the
lease term.

Increase (decrease) due to changes in rent payments or termination of contracts ....

              
        

Lease liabilites, current liabilities ................................................................................
Lease liabilites, non-current liabilities .........................................................................
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Notes

15. Lease agreements, contd.

Amounts in Income statement: 2024 2023

84.379 69.835

Amounts in Statement of Cash Flows:

82.598 66.411

118.304 149.392

16. Investments in associated companies

Carrying Carrying
Share amount Share amount

Íslensk Nýorka ehf., Reykjavík ................................... 28,56% 22.992 28,81% 24.567
Netorka hf., Hafnarfjörður .......................................... 38,41% 62.325 38,41% 53.308
Orkuskólinn REYST hf., Reykjavík ............................ 45,00% 3.349 45,00% 3.353
Total ........................................................................... 88.667 81.228

17. Investments in other companies

Share 2024 Share 2023
 Non-current assets

36.980 55.680
6,8% 6.207.000 0

6.243.980 55.680

Current assets
0 6,8% 6.207.000

6.243.980 6.262.680

     (presented in cash flow statement in line "Paid interest expenses") ......................

Most of the Group's leasing contracts for real estate include extension permits that the Group may use up to one
year before the end of an unenforceable lease period. At the beginning of the lease, the Group assesses whether
it is considered likely that it will utilize extensions. If there are significant changes in circumstances that are within
the control of the Group, it will reassess whether the extension rights will be used.

Interest rate of rent payments 

Interest expenses: .......................................................................................................

The installment element of the lease payments  

2023

The Group's share in the profit of its associated companies amounted to ISK 3,9 million in 2024 (2023: loss of ISK
36 thousand).

     (presented in cash flow statement in the line "Payments of lease liabilities") ........

Other shares in companies .......................................

Investments in other companies, total ......................

Landsnet hf. 1) ..........................................................

Fair value of financial assets classified at fair value through OCI is based on generally accepted valuation
methods performed by independent experts and internal experts. The experts advised that a change in fair value
should not be applied in the year 2024 to the ownership share in Landsnet hf. (2023 increase: ISK 575 million, the
increase was transferred to a fair value reserve among equity). See further discussion in note 33.

2024

Landsnet hf. 1) ..........................................................

1) Legal provisions on the changed ownership of electricity transmission companies came into effect on 1 July
2022, according to Article 19 Act no. 74/2021. The law stipulates a change in Landsnet's ownership in such a way
that it becomes directly owned by the state and/or municipalities. The sale of the RE's share has not been
completed in 2024 as planned, despite the legal obligation to do so. RE's share in Landsnet hf. at the end of 2024
is valued at ISK 6,2 billion and has been reclassified from current assets to fixed assets. See note 38 for details.
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18. Embedded derivatives in electricity sales contracts
2024 2023

Fair value of embedded derivatives at the beginning of the year ............................... 1.929.433 1.559.109
Fair value changes during the year ............................................................................. 1.246.766)(    370.324
Fair value of embedded derivatives at year-end asset/(liability) ................................. 682.667 1.929.433

The allocation of embedded derivatives in electricity sales contracts is specified as follows:

Non-current embedded derivatives asset/(liability) ..................................................... 406.754 1.914.127
Current embedded derivatives, asset/(liability) ........................................................... 275.913 15.306
Total embedded derivatives at year-end ..................................................................... 682.667 1.929.433

19. Deferred revenue

Deferred revenue is specified as follows:
2024 2023

Balance at year beginning .......................................................................................... 2.201.676 596.681
Additions during the year ............................................................................................ 195.190 1.619.844
Capitalised .................................................................................................................. 105.809)(       0
Recognized as revenue .............................................................................................. 136.410)(       14.849)(          
Translation difference ................................................................................................. 14.658)(         0
Balance at year end .................................................................................................... 2.139.989 2.201.676

Short-tearm Deferred revenue .................................................................................... 266.018 383.835
Long-Learm Deferred revenue .................................................................................... 1.873.970 1.817.841

2.139.989 2.201.676

20. Deferred tax assets and liabilities

Deferred tax assets and liabilities is specified as follows:

2024 Tax assets Tax liabilities Net amount

Deferred tax assets/(liabilities) at year beginning ............................... 4.792.026 23.064.598)(  18.272.572)(   
Calculated income tax for the year ..................................................... 1.516.691 2.206.144)(    689.453)(        
Current tax liability .............................................................................. 26.943 2.785.113 2.812.055
Tax effect on the revaluation account ................................................. 0 594.813)(       594.813)(        
Other changes .................................................................................... 168.801)(        72.652)(         241.453)(        
Deferred tax assets/(liabilities) at year end ......................................... 6.166.858 23.153.094)(  16.986.236)(   

2023

Deferred tax assets/(liabilities) at year beginning ............................... 3.759.231 21.042.540)(  17.283.310)(   
Calculated income tax for the year ..................................................... 1.030.840 1.410.851)(    380.010)(        
Current tax liability .............................................................................. 53.670 1.833.372 1.887.042
Tax effect on the revaluation account ................................................. 0 2.710.069)(    2.710.069)(     
Other changes .................................................................................... 51.715)(          265.491 213.775
Deferred tax assets/(liabilities) at year end ......................................... 4.792.026 23.064.598)(  18.272.572)(   

Deferred revenues are on the one hand due to an agreement for the leasing of fiber optics, which is valid until
2031. On the other hand, they are related to deferred revenues from an agreement for the use of Carbfix injection
services, with the contract lasting 12 years.

Further discussion regarding embedded derivatives can be found in note 28 c.
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20. Deferred tax assets and liabilities, cont.

Deferred tax assets and liabilities are attributable to the following:

Tax assets Tax liabilities Tax assets Tax liabilities

23.846 23.684.817)(   993.585 23.408.063)(   
Embedded derivatives .............................................. 256.683)(        0 725.467)(       0
Other items ............................................................... 141.151)(        160.009 66.641 144.960
Effect of carry forward taxable loss ........................... 6.540.846 371.714 4.457.267 198.505
Deferred tax assets/(liabilities) at year end ............... 6.166.858 23.153.094)(   4.792.026 23.064.598)(   

Carry forward taxable loss

2024 2023

Carry forward taxable loss for the year 2018, usable until year 2028 ......................... 41.429 41.429
Carry forward taxable loss for the year 2019, usable until year 2029 ......................... 2.059.754 2.059.754
Carry forward taxable loss for the year 2020, usable until year 2030 ......................... 2.398.725 2.398.725
Carry forward taxable loss for the year 2021, usable until year 2031 ......................... 2.332.165 2.332.165
Carry forward taxable loss for the year 2022, usable until year 2032 ......................... 2.833.270 2.833.270
Carry forward taxable loss for the year 2023, usable until year 2033 ......................... 2.771.468 3.542.730
Carry forward taxable loss for the year 2024, usable until year 2034 ......................... 7.813.439 -
Carry forwards taxable loss at year end ...................................................................... 20.250.250 13.208.073

21. Inventories
2024 2023

Inventory of materials .................................................................................................. 1.632.118 1.706.770
1.632.118 1.706.770

Based on current tax law, a carry forwards taxable loss can be used against taxable profit within 10 years from
when it was incurred.  Carry forward taxable loss at year end can be used as follows:

Management has evaluated the utilization of income tax losses and made plans for taxable profit for the next
years. Deferred tax assets due to the taxable loss carried forward is recognized to the extent that it is believed to
be useful. 

31.12.2023

Property, plant and equipment 
         and intangible assets .......................................

31.12.2024

The Group's material inventories consist of material for maintenance, renewal and construction of the Group's
production and distribution systems. A part of the inventories is defined as safety inventories, i.e. inventories that
are necessary to have on hand in case of malfunction or maintenance even though their turnover is low. The value
of inventories is estimated regularly. Inventories for renewal and new constructions are accounted for among
property, plant and equipment as part of building cost of assets under construction.
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22. Receivables
Trade receivables is specified as follows at year end: 2024 2023
Trade receivables, industrial consumers .................................................................... 1.212.125 1.027.154
Trade receivables, retail .............................................................................................. 6.783.297 5.700.398
Trade receivables, total ............................................................................................... 7.995.422 6.727.553
Allowance for doubtful accounts ................................................................................. 165.839)(       147.018)(        

7.829.583 6.580.535
Other current receivables are specified as follows at year end:
Capital income tax ...................................................................................................... 295.201 300.782
Value added tax .......................................................................................................... 308.461 461.656
Receivables from employees ...................................................................................... 3.405 4.036
Accrued interest income ............................................................................................. 4.146 13
Other receivables ........................................................................................................ 316.440 320.384

927.652 1.086.871

23. Equity

Revaluation reserve

Translation reserve

Fair value reserve

Equity reserve

Development reserve

Retained earnings

According to the Financial Statements Act no. 3/2006, share in profit of subsidiaries and associates, which
exceeds the dividends received or the dividend decided of retained earnings, is accounted for on a restricted
reserve account among equity.  

Dividend in the amount of ISK 6.000 million was paid to the owners of the parent Company in the year 2024.
(2023: ISK 5.500 million).

According to the Financial Statement Act no. 3/2006, companies that capitalize development cost should account
for the same amount on a restricted reserve account among equity.

The translation reserve comprises all foreign currency differences arising from the translation of financial
statements of operations with other functional currency than ISK.

Revaluation reserve comprises of increase in the value of properties, plant and equipment after taking tax effects
into account. Depreciation of the revaluated price are expensed in the income statement and transferred at the
same time from the revaluation reserve account to retained earnings.

Fair value reserve comprises change of the value of assets categorised at fair value through OCI after taking tax
effects into account.

Equity ratio of the Group at year end 2024 is 52,1% (2023: 53,8%). Return on equity was positive by 3,6% in the
year 2024 (2023: positive by 2,6%).
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24. Loans and borrowings

31.12.2024 31.12.2023

Bank loans .................................................................................................................. 95.345.604 71.392.731
Bond issuance ............................................................................................................ 109.211.259 110.784.843

204.556.863 182.177.574
Current portion of bank loans ...................................................................................... 13.131.115)(  11.368.271)(   
Current portion of bond issuance ................................................................................ 6.827.884)(    5.560.378)(     

184.597.864 165.248.925
Terms of interest-bearing loans and borrowings
Liabilities in foreign currencies:

Date of Average Carrying Average Carrying
maturity interest rate amount interest rate amount

Liabilities in CHF ............................ 1.10.2027 0,82% 3.830.755 0,98% 5.436.478
Liabilities in EUR ............................ 16.12.2027 3,38% 8.222.714 4,26% 12.399.882
Liabilities in USD ............................ 26.11.2035 5,41% 42.568.553 6,01% 38.576.287
Liabilities in JPY ............................. 1.10.2027 0,08% 851.147 0,03% 1.239.401
Liabilities in GBP ............................ 26.2.2024 0,00% 0 6,20% 396.560
Liabilities in SEK ............................ 1.10.2027 3,26% 903.452 4,17% 1.300.074

56.376.622 59.348.681
Liabilities in Icelandic kronas:
Indexed .......................................... 18.2.2055 3,11% 129.077.309 2,87% 111.629.668
Non-indexed ................................... 18.2.2042 8,02% 19.102.932 7,68% 11.199.224

148.180.242 122.828.893
Total interest-bearing loans and borrowings ...................................... 204.556.863 182.177.574

Repayment of loans and borrowings are specified as follows on the next years:

31.12.2024

19.958.999
21.071.885
16.091.432
18.949.892
12.618.497

115.866.159
204.556.863

31.12.2023

16.928.649
16.130.075
19.058.074
13.440.172
15.078.408

101.542.195
182.177.573

The year 2024.....................................................................................................................................

The year 2026.....................................................................................................................................
The year 2025.....................................................................................................................................

Total loans and borrowings, including next year's repayment ............................................................

The year 2025.....................................................................................................................................

The year 2028.....................................................................................................................................

The year 2027.....................................................................................................................................

Interest bearing loans are recorded using the method of amortised cost. Further information on the Group's
exposure to interest rate and foreign currency risk, see note 28. Loans and borrowings are specified as follows:

Total loans and borrowings, including next year's repayment ............................................................
Later ...................................................................................................................................................

31.12.2024

The year 2023.....................................................................................................................................
The year 2024.....................................................................................................................................

Later ...................................................................................................................................................

31.12.2023

The year 2027.....................................................................................................................................
The year 2026.....................................................................................................................................
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24. Loans and borrowings, contd.

Changes in loans and borrowings in the year are specified as follows:

The year 2024

Movements with payment effects Total
182.177.573 2.403.580 184.581.154

34.509.164 0 34.509.164
17.324.222)(   0 17.324.222)(   

0 118.304)(       118.304)(        
199.362.516 2.285.277 201.647.793

Other changes
5.194.347 0 5.194.347

0 145.165 145.165
0 138.325 138.325
0 82.598)(         82.598)(          

204.556.863 2.486.169 207.043.032

The year 2023

Movements with payment effects
170.806.194 2.266.994 173.073.188

30.120.839 0 30.120.839
24.580.559)(   0 24.580.559)(   

0 149.522)(       149.522)(        
176.346.474 2.117.471 178.463.945

Other changes
5.831.099 0 5.831.099

0 205.473 205.473
0 147.047 147.047
0 66.411)(         66.411)(          

182.177.573 2.403.580 184.581.154

Guarantees and pledges

Covenants

Indexation and interest expense of lease liabilities ............................
Paid interests .....................................................................................
Loans and borrowings, total ...............................................................

Lease 
liabilities

Paid interests .....................................................................................
Loans and borrowings, total ...............................................................

Balance at year beginning .................................................................
New borrowings .................................................................................
Repayment of borrowings ..................................................................
Repayment of lease liability ...............................................................

Currency fluctuation and indexation ..................................................
New lease ..........................................................................................

Loans and 
borrowings

Balance at year beginning .................................................................
New borrowings .................................................................................
Repayment of borrowings ..................................................................
Repayment of lease liability ...............................................................

Currency fluctuation and indexation ..................................................
New lease ..........................................................................................
Indexation and interest expense of lease liabilities ............................

Loans for the amount of ISK 158.204 million have certain covenants that regard repayment time as a proportion of
EBITDA and as interests as a proportion of EBITDA as well as reviewing that budgets are within set limits
(31.12.2023: ISK 131.120 million). Management regularly evaluate the covenants and in their view there is not risk
of them being breached. At the end of the year the Group measured up to all financial covenants of loan
agreements.   

Reykjavik Energy is allowed to make financial obligations for the company's needs and to undertake responsibility
for respective payments. Financial obligations that shall be the responsibility of the owners are subject to their
approval. If responsibility for financial obligations is accepted by the owners, the internal division of responsibility
must be in proportion to their share of ownership in the company. Owners' liability does not cover other obligations
of the company and it cannot amount to a higher percentage than 80% of the financial needs of a project for which
owner's liability is granted. Owners’ responsibility of financial obligations incurred before the Act no. 144/2010
entered into force, remain valid until the day they are fully fulfilled. At the reporting date the owners were
responsible pro rata for 20% of the Group's loans and borrowings. The Group has not pledged its assets to secure
debts.
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25. Retirement benefit obligation

2024 2023
  

Retirement benefit obligation at year beginning .......................................................... 763.527 705.460
Contribution due to pension payments during the year .............................................. 46.772)(         41.990)(          
Increase in the pension fund obligation during the year ............................................. 68.592 100.057
Retirement benefit obligation at year end ................................................................... 785.347 763.527

Non-current component of retirement benefit obligation ............................................. 739.347 721.527
Current component of retirement benefit obligation .................................................... 46.000 42.000
Retirement benefit obligation at year end ................................................................... 785.347 763.527

26. Current liabilities
Other current liabilities is specified as follows: 2024 2023

Unpaid taxes ............................................................................................................... 523.476 365.374
Unpaid salaries and salary related items .................................................................... 2.199.038 2.117.594
Accrued interest expenses .......................................................................................... 1.510.318 1.241.953
Current component of retirement benefit obligation .................................................... 46.000 42.000
Liabilities due to investment in Sýn's network ............................................................. 0 1.900.294
Other liabilities ............................................................................................................ 1.410 32.209
Total current liabilities ................................................................................................. 4.280.241 5.699.424

The Group's accrued retirement benefit obligation amounted to ISK 785,3 million at year end 2024, discounted
based on 2% interests and taken into account the share in the net asset of the pension fund (2023: ISK 763,5
million). The Group updates the obligation according to an assessment from an actuary each year when that
assessment is available. Premises for life expectancy are in accordance with provisions of Regulation no.
391/1998 on obligatory insurance of pension benefits and operation of pension funds. The estimated increase in
the obligation in the year is based on general increase in salaries taken into account interests. The part of the
obligation that is estimated to be payable in the year 2025 is recognised among current liabilities.

The Group has retirement benefit obligation due to benefits of current and former employees in pension benefit
plans.  
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27. Risk management and financial instruments

• ensuring that RE has enough funds to support the development of services and regular operations,

Risk appetite is based on:
• RE's financial position being solid
• preservation of assets,
• protection of the company's reputation,
• operation in accordance with the law as well as external and internal rules,
• fraud not being tolerated,
• the safety and health of employees and users of the service is guaranteed,
• responsible use of resources,
• information being secured, accessible and available and
• environmental considerations being in forefront of operations.

The villingness to take risk is further defined in RE's specific policies and rules.

Financial risk is divided into:
• Market risk, further discussed in note 28
• Liquidity risk, further discussed in note 29
• Credit risk, further discussed in note 30
• Operational risk, further discussed in note 31
• Project and investment risk, further discussed in note 32

28. Market risk

a. Currency risk due to assets and liabilities in the balance sheet and cash flow in foreign currencies.
b. Interest rate risk due to loans and contracts made by the Group with regards to cashflow and fair value of 
financial instruments
c. Risk due to changes in the market price of aluminium.

• reducing fluctuations in the group's performance at all times with regard to the underlying risks in the operation
and that risk factors are always within defined limits set by the board and recorded in a risk manual,

Market risk is the risk that changes in the exchange rate of foreign currencies, aluminium price, interests and
other price changes will affect the Group’s income or the value of its financial instruments. With regards to the
current balance sheet, market risk is mainly due to changes in interest, exchange rates, CPI and aluminium price
but risk regarding marketable securities such as shares in companies and bonds is minimal. The risk that weighs
the most in the Group is divided into:

RE's activities are characterized by prudence in accordance with the obligations of a company owned by
municipalities, as a public entity according to Act on Reykjavik Energy and other laws, rules and standards on
duties and good governance.

The primary objective of risk management is to ensure that RE can perform its basic function in a safe and cost-
effective manner with minimal risk. RE does this by:

• identifying, assessing and managing risks in operations taking into account activities, RE's policies and defined
limits.
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28. Market risk, contd.

a. Currency risk

2024 2023 31.12.2024 31.12.2023

CHF ........................................................................... 156,825 153,490 152,700 162,530
EUR ........................................................................... 149,310 149,140 143,900 150,500
USD  .......................................................................... 137,928 137,980 138,200 136,200
JPY ............................................................................ 0,912 0,984 0,882 0,963
GBP ........................................................................... 176,402 171,460 173,300 173,180
SEK ............................................................................ 13,067 13,004 12,570 13,563
CAD ........................................................................... 100,752 102,210 96,080 102,790
TWI ............................................................................ 195,230 195,166 189,330 196,860

Exchange rate at year endAverage exchange rate

Currency risk is the risk of changes in exchange rates having a negative effect on the Group's income. Currency
risk is measured as the difference between assets and liabilities in each currency with regards to all assets,
liabilities and derivatives. The finance departments is permitted to use forward contracts and currency swaps to
mitigate risk due to currency fluctuations. Limits on the minimum/maximum currency imbalance in cash flows for
the next 5 financial years have been approved.

Approx. 28% of the Group's interest bearing loans are in foreign currencies. The Group has entered into long term
electricity sales contracts in foreign currency. The expected future revenues from these contracts on the
accounting date amount to approx. ISK 46.977 million (2023: ISK 57.210 million). That amount is based on the
forward price of aluminium on the LME (London Metal Exchange), the USD/ISK exchange rate and long term
expectations of price development of aluminium according CRU, an independent party, as available on the
accounting date. In addition to the above, other smaller sales agreements have been made in foreign currency.

The Group is exposed to currency risk on sales, purchases and borrowings in different currencies. Main currency
exposures are in United States dollar (USD), Euro (EUR) and Swiss Francs (CHF).

Exchange rates of main currencies:
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28. Market risk, contd.

a. Currency risk, contd.

Balance sheet currency risk

The Group's exposure to currency risk is specified as follows:
Other

31.12.2024 CHF EUR USD JPY SEK ISK* currencies Total

Loans and borrowings .................................... 3.830.755)(     8.222.714)(     42.568.553)(   851.147)(        903.452)(      0 56.376.622)(     
Trade receivables (accounts payables) .......... 2.541 236.442)(        1.006.039 143.215)(        14.250)(          614.672
Bank deposits ................................................. 648 310.981 7.829.360 1.060 5.354 7.001 1.761 8.156.165
Embedded derivatives .................................... 682.667 682.667
Hedge contracts .............................................. 29.584 29.584
Receivables/(payables) within the Group ....... 101.976)(        1.133.432)(     3.708.510)(     4.943.918)(       
Loans and borrowings to related parties* ....... 41.939.467 4.400.000)(     37.539.467
Total risk through  P/L ..................................... 3.827.566)(     8.250.151)(     7.785.131 850.086)(        898.098)(      8.244.724)(     12.489)(          14.297.984)(     
Subsidiaries equity in foreign currency** ........ 488.578)(        72.385.615 71.897.037
Investments in other companies ..................... 6.207.000 6.207.000
Total risk through P/L and in equity ................ 3.827.566)(     8.738.729)(     86.377.746 850.086)(        898.098)(      8.244.724)(     12.489)(          63.806.053

Notes

(*) The functional currency of ON Power is in USD and of Carbfix is EUR and exchange gains/losses from assets and liabilities in ISK are accounted for through P/L. In 
addition the exchange gains/losses for foreign assets and liabilities of the parent company towards it´s subsidiaries, ON Power and Carbfix, are accounted for through P/L.
(**) The translation differences in the Group's equity is due to translation of subsidiaries' equity with a foreign functional currency.
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28. Market risk, contd.

a. Currency risk, contd.

Balance sheet currency risk, contd.

Other
31.12.2023 CHF EUR USD JPY SEK ISK* currencies Total

Loans and borrowings .................................... 5.436.478)(     12.399.882)(   38.576.287)(   1.239.401)(     1.300.074)(   396.560)(        59.348.681)(     
Trade receivables (accounts payables) .......... 3.804 183.113)(        845.073 192.436)(        31.128)(          442.200
Bank deposits ................................................. 325 88.239 7.402.183 71 489 3.209 352 7.494.869
Embedded derivatives .................................... 1.929.433 1.929.433
Hedge contracts .............................................. 76.249 76.249
Receivables/(payables) within the group ........ 2.330.441)(     2.147.736)(     4.478.178)(       
Loans and borrowings to related parties* ....... 41.220.352 2.200.000)(     39.020.352
Total risk through  P/L ..................................... 5.432.350)(     12.494.755)(   10.566.562 1.239.330)(     1.299.585)(   4.536.963)(     427.336)(        14.863.757)(     
Subsidiaries equity in foreign currency** ........ 712.337 70.070.762 70.783.099
Investments in other companies ..................... 6.207.000 6.207.000
Total risk through P/L and in equity ................ 5.432.350)(     11.782.419)(   86.844.325 1.239.330)(     1.299.585)(   4.536.963)(     427.336)(        62.126.342

Sensitivity analysis

Other
CHF EUR USD JPY SEK ISK currencies Total

The year 2024 382.757 825.015 778.513)(        85.009 89.810 824.472 1.249 1.429.798
The year 2023 543.235 1.249.476 1.056.656)(     123.933 129.958 233.696 42.734 1.266.376

The year 2024 382.757 873.873 8.637.775)(     85.009 89.810 824.472 1.249 6.380.605)(       
The year 2023 543.235 1.178.242 8.684.432)(     123.933 129.958 233.696 42.734 6.432.634)(       

Equity

Profit or (loss)

Appreciation by 10% of the Icelandic krona against the following currencies at year-end would have increased (decreased) equity and profit or (loss) by the amounts shown 
below, taking into account tax effects. Depreciation by 10% of the Icelandic krona against the following currencies would have had the equivalent, but opposite effect. This 
analysis assumes that all other variables, in particular interest rates and aluminium prices, remain constant. 

(*) The functional currency of ON Power is in USD and of Carbfix is EUR and exchange gains/losses from assets and liabilities in ISK are accounted for through P/L. In 
addition the exchange gains/losses for foreign assets and liabilities of the parent company towards it´s subsidiaries, ON Power and Carbfix, are accounted for through P/L.
(**) The translation differences in the Group's equity is due to translation of subsidiaries' equity with a foreign functional currency.
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28. Market risk, contd.

b. Interest rate risk

Interest-bearing financial assets and liabilities are specified as follows:

Fixed rate instruments 31.12.2024 31.12.2023

Financial liabilities ..................................................................................................... 138.986.312)(  126.200.867)(   

Variable rate instruments

Financial liabilities ..................................................................................................... 65.570.551)(    55.976.706)(     

Financial instruments at fair value
Marketable securities ................................................................................................ 11.594.110 8.670.016
Hedge contracts ........................................................................................................ 29.584 76.249

11.623.694 8.746.265

Sensitivity analysis on interest
100 p 100 p 100 p 100 p

31.12.2024 increase decrease increase decrease

0 0 29.135)(           32.703
0 0 724.971)(         765.738
0 0 414)(                425

156.624)(              156.624 0 0
156.624)(              156.624 754.520)(         798.865

100 p 100 p 100 p 100 p
31.12.2023 increase decrease increase decrease

0 0 62.517)(           66.899
0 0 724.971)(         765.738
0 0 62 68)(                   

165.988)(              165.988 0 0
165.988)(              165.988 787.425)(         832.568

Notes

analysis

The following table shows the calculated effect of changes in interest on one year cash flows and on the value of
financial instruments measured at fair value, taken into account the effect of taxes. The analysis was done in the
same way for the year 2023. 

Investments in other companies ........................

Embedded derivatives .......................................

Hedge contracts ................................................

Interest rate risk is the risk of changes in interest rates having a negative effect on the Group's income. The Group
is exposed to interest rate risk due to interest bearing assets, liabilities and financial instruments measured at fair
value. The Group´s liabilities both have fixed and variable interest rates, majority being subject to fixed interest
rates. It is especially monitored that the interest rate risk is within defined limits and approvals are in place to
manage the interest rate risk with hedging contracts for the next 5 financial years with regards to the
minimum/maximum hedge percentage in cash flow. On the accounting date 88% of interest payments 1 year
ahead have been fixed.

Investments in other companies ........................

Interest bearing liabilities ...................................

Fair value sensitivityCash flow sensitivity
analysis

Embedded derivatives .......................................

Hedge contracts ................................................
Interest bearing liabilities ...................................
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28. Market risk, contd.

c. Aluminium risk

Embedded derivatives in electricity sales contracts

Embedded derivatives of the electricity sales contracts recognised in the financial statements are capitalised in the
balance sheet at fair value at the accounting date and fair value changes during the year are recognised in the
income statement among income on financial assets and liabilities.

The aluminium linked electricity sales contracts include embedded derivatives as income is subject to changes in
the future market price of aluminium. In accordance with provisions of International standards on financial
instruments, the fair value of embedded derivatives for Grundartangi has been measured and recognised in the
financial statements and partly for the contracts with Helguvík.

Aluminium risk is the risk that changes in the price of aluminium has a negative impact on the income of the
Group.

To reduce risk due to aluminium prices the Group has entered into derivative contracts to reduce the fluctuation of
income affected by aluminium prices. The finance department has approvals to hedge this risk within approved
limits for the next 5 financial years. At the accounting date hedges amounted to 47% of expected income affected
by aluminium price for the next 12 months (31.12 2023: 51%).

As the market value of the embedded derivatives is not available their fair value has been measured with generally
accepted evaluation methods. The expected net present value of the cash flow of a contract on the accounting
date has been measured, based on the future price of aluminium on LME (London Metal Exchange) on the
accounting date and long term expectations of price development of aluminium according to the assessment of
CRU, an independent evaluation party, as available on the accounting date. From the expected net present value
of cash flow of the contract on the accounting date the expected net present value based on premises on
aluminium price on the initial date of the contract is deducted. The difference is the fair value of the derivative. The
valuation is based on the premises that the derivative has no value at the initial date of the contract.

The group has entered into electricity sales contracts in dollars that are linked to the development of world market
prices for aluminum. Income from electricity sales contracts linked to aluminum prices amounted to 13,6% of the
group's total income in 2024 (2023: 13,8%)
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28. Market risk, contd.

c. Aluminium risk, contd.

Sensitivity analysis on the price of aluminium

31.12.2024 10% decrease 10% increase

Embedded derivatives ............................................................................................... 2.896.047)(      2.896.047
Aluminium hedges ..................................................................................................... 383.941 383.941)(          
Total .......................................................................................................................... 2.512.107)(      2.512.107

31.12.2023
10% decrease 10% increase

Embedded derivatives ............................................................................................... 3.452.220)(      3.452.220
Aluminium hedges ..................................................................................................... 390.697 390.697)(          
Total .......................................................................................................................... 3.061.523)(      3.061.523

d. Other market risk

29. Liquidity risk

Other market risk such as interest spread risk and risk due to shares in other companies is limited as investments
in such securities is an insubstantial part of the Group's operation with the exception of liquity management. The
value of the financial assets tied up in funds or in asset management is subject to changes in the market, e.g. due
to price changes in the bond- and equity markets.  For further information, see note 29. 

The Group's cash and cash equivalents at year end amounted to ISK 16.438 million as well as marketable
securities amounting to ISK 11.594 million. Therefore the Group owned ISK 28.032 million in bank deposits at year
end 2024. Furthermore, the Group had unused loan authorisations and a open credit line to the total amount of
approx. ISK 4.550 million. The Group had thus in total ensured capital at year end to the amount of approx. ISK
32.582 million. The corresponding amount at year end 2023 amounted to ISK 33.672 million.

Fair value

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The Group’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due.

Fair value
Sensitivity of 

The following table shows the calculated effect on financial instruments measured at fair value due to change in
aluminium price, taking tax effect into account.

Sensitivity of 
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29. Liquidity risk, contd.

Carrying Contractual Less than After After More than
31.12.2024 amount cash flows 1 year 1 - 2 years 2 - 5 years 5 years
Non-derivative financial instruments
Trade 
  receivables ..... 7.829.583 7.829.583 7.829.583 0 0 0
Other 
  receivables ..... 927.652 927.652 927.652 0 0 0
Marketable
  securities ........ 11.594.110 11.594.110 11.594.110 0 0 0
Cash and cash
  equivalents ..... 16.438.122 16.438.122 16.438.122 0 0 0
Interest-bearing
  liabilities .......... 204.556.863)( 262.198.250)(  27.134.546)(         27.419.925)(     62.552.474)(    145.091.305)(   
Accounts
   payable .......... 3.924.652)(     3.924.652)(      3.924.652)(           0 0 0 
Other liabilities .. 4.280.241)(     4.280.241)(      4.280.241)(           0 0 0

175.972.289)( 233.613.675)(  1.450.028 27.419.925)(     62.552.474)(    145.091.305)(   

Derivative financial instruments, net financial assets and financial liabilities
Embedded
   derivatives ..... 682.667 46.977.292 9.892.278 9.515.495 12.404.172 15.165.348
Hedge
   contracts ........ 29.584 46.499 5.769)(                  48.750 3.519 0

712.251 47.023.791 9.886.508 9.564.245 12.407.690 15.165.348

31.12.2023
Non-derivative financial instruments
Trade 
  receivables ..... 6.580.535 6.580.535 6.580.535 0 0 0
Other 
  receivables ..... 1.086.871 1.086.871 1.086.871 0 0 0
Marketable
  securities ........ 8.670.016 8.670.016 8.670.016 0 0 0
Cash and cash
  equivalents ..... 10.342.367 10.342.367 10.342.367 0 0 0
Interest-bearing
  liabilities .......... 182.177.574)( 232.494.962)(  23.416.425)(         21.849.310)(     59.987.100)(    127.242.126)(   
Accounts
   payable .......... 4.010.900)(     4.010.900)(      4.010.900)(           0 0 0 
Other liabilities .. 5.699.424)(     5.699.424)(      5.699.424)(           0 0 0 

165.208.109)( 215.525.498)(  6.446.961)(           21.849.310)(     59.987.100)(    127.242.126)(   

Derivative financial instruments, net financial assets and financial liabilities
Embedded
   derivatives ..... 1.929.433 57.210.011 9.324.007 9.821.444 20.904.545 17.160.014
Hedge
   contracts ........ 76.249 115.017 159.109 36.737)(            7.355)(             0

2.005.682 57.325.028 9.483.116 9.784.708 20.897.190 17.160.014

Contractual payments due to financial instruments, including estimated interest payments, are specified as follows:

If non-current loans are refinanced in order to prolong the loan terms, it can be assumed that the distribution of the
repayments will be different from the above.
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30. Credit risk

31.12.2024 31.12.2023

Trade receivables ...................................................................................................... 7.829.583 6.580.535
Other current receivables .......................................................................................... 927.652 1.086.871
Hedge contracts ........................................................................................................ 157.659 269.140
Marketable securities ................................................................................................ 11.594.110 8.670.016
Cash and cash equivalents ....................................................................................... 16.438.122 10.342.367
Total .......................................................................................................................... 36.947.127 26.948.929

The maximum exposure to credit risk for trade receivables at the reporting date by type of customer was:

Trade receivables, industrial consumers ................................................................... 1.212.125 1.027.154
Trade receivable, retail .............................................................................................. 6.617.459 5.553.381
Total .......................................................................................................................... 7.829.583 6.580.535

Impairment of trade receivables

The year 2024 Gross balance Impairment Book value
7.182.496 85.180 7.097.316

575.027 7.991 567.036
54.304 6.693 47.610

183.596 65.975 117.621
7.995.422 165.839 7.829.584

The year 2023 Gross balance Impairment Book value
6.143.902 77.795 6.066.107

283.891 16.172 267.719
178.407 11.962 166.445
121.353 41.089 80.264

6.727.553 147.018 6.580.535

Total .................................................................................................

Past due, 1 to 30 days .....................................................................

Total .................................................................................................

The carrying amount of financial assets represents the maximum credit exposure, which is specified as follows:

Financial assets as stated above are categorised at amortised cost or at fair value through P/L. Their
categorisation can be seen in note 34.

Not past due receivables .................................................................
Past due, 1 to 30 days .....................................................................

Past due, 91 days and older ............................................................

Past due, 31 to 90 days ...................................................................

Not past due receivables .................................................................

Past due, 91 days and older ............................................................

Past due, 31 to 90 days ...................................................................

When entering into contracts it shall be insured, as possible, that the counterparty is trustworthy and settlement
with large counterparties shall be looked into regularly as well as their credit rating.

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. Credit risk is mainly due to wholesale electricity contracts and derivatives that the
Group has entered into for hedging purposes. There is also credit risk due to retail sales, but possible losses due
to unpaid receivables are insubstantial and have limited effect on the Group’s return. The Group disregards the
financing factors of receivables that are expected to be collected within a year according to authorization in IFRS
15. 
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30. Credit risk, contd.

Changes in impairment of Trade receivables is specified as follows: 2024 2023

147.018 135.622
20.162 36.682
1.341)(             25.287)(            

165.839 147.018

31. Operational risk

32. Project and investment risk

The Customer Services department governs the collection of receivables and supplies customers with information
regarding claims. Collection is done in a well defined process where among other things, consistency in
procedures is maintained as much as possible.

Balance at year beginning .........................................................................................
Receivables written off ..............................................................................................
Impairment ................................................................................................................

Profitability assessment is carried out in accordance with the procurement process of each company. It should be
considered that the expected profit or expected profitability meets the objectives of the profitability policy and
supports other policies of the company. Projects are evaluated in accordance with the overall strategy and aim for
the expected profit or expected profitability to meet the objectives of the profitability strategy and support other
policies of the company.

Allowance due to receivables is valuated at each reporting date by management. Collectability is valuated both in
general using historic evidence and economic conditions and also specifically for receivables that are in default.
Allowance is only deemed necessary for trade receivables.

Receivables due to sewage and cold water have statutory lien in properties and therefore allowance is not
considered for those claims.

Operational risk is defined as the risk of loss or damage that may occur due to inadequate internal processes or
systems, equipment failure, personnel behavior or due to external factors in the operating environment. RE's Risk
Council monitors risks in the group, changes that occur in them as well as key measures regarding the
effectiveness of risk management within all units of the group.

Balance at year end ..................................................................................................

Impairment of trade receivables is among other operating expenses in P/L.
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33. Fair value

Fair value measurement

Comparison of fair value versus carrying amounts

Carrying Fair Carrying Fair
amount value amount value

Interest-bearing liabilities ................................... 204.556.863 195.716.102 182.177.574 171.579.725

Interest rates used for determining fair value

Embedded derivatives in electr. sales contr. .....
Hedge contracts ................................................
Interest bearing liabilities ...................................

Fair value hierarchy

31.12.2024 Level 1 Level 2 Level 3 Total
0 0 6.243.980 6.243.980
0 0 682.667 682.667
0 29.584 0 29.584

11.594.110 0 0 11.594.110
11.594.110 29.584 6.926.647 18.550.341

31.12.2023
0 0 6.262.680 6.262.680
0 0 1.929.433 1.929.433
0 76.249 0 76.249

8.670.016 0 0 8.670.016
8.670.016 76.249 8.192.113 16.938.379

31.12.2024

4,35% to 4,55%

Marketable securities .........................................

The table below analysis financial instruments carried at fair value, by valuation method. The different levels have
been defined as follows:

Where applicable, the interest yield curve at the reporting date is used in discounting estimated cash flow. The
interests are specified as follows:

2,05% to 11,46%

7,32% to 9,24%

Shares in other companies ................................
Embedded derivatives in sales contracts ..........

Embedded derivatives in sales contracts ..........

Level 1: Quoted prices (unadjusted) in active markets for identical assets and liabilities.

4,3% to 5,6%

Marketable securities .........................................

Shares in other companies ................................

2,05% to 10,31%

7,28% to 7,67%

Hedge contracts ................................................

31.12.2024

The carrying amounts of financial assets and financial liabilities is equal to their fair value with the exception that
interest bearing loans are stated at amortised cost. The fair values of interest bearing liabilities, together with the
carrying amounts are specified as follows:

31.12.2023

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e., as prices) or indirectly (i.e., derived from prices).
Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
Valuation of shares in other companies is prepared by specialists within the company and other specialists and
based on the results and official data on future earnings and investments in underlying assets.

A part of the Group´s financial assets and financial liabilities are measured at fair value. Fair value of these assets
and liabilities are determined by market data or price in recent transactions if that is available. Otherwise, accepted
valuation methods are used. Further information on fair value calculations can be found in the discussion of the
relevant assets and liabilities in notes 17 and 18.

Hedge contracts ................................................

31.12.2023

The fair value of interest bearing liabilities is calculated based on present value of future principal and interest cash
flows, discounted at the interest rate plus appropriate interest rate risk premium at the reporting date. The fair
value of interest bearing liabilities is defined at Level 2.
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33. Fair value, contd.

Changes in assets and liabilities defined at level 3 is specified as follows: 2024 2023

8.192.113 7.246.789
18.700)(           0

1.246.766)(      945.324
6.926.647 8.192.113

34. Overview of financial instruments
Financial assets and financial liabilities are specified in the following financial groups:

Financial asset/ Financial asset/ Financial asset/ Financial asset/
financial liability financial liability financial liability financial liability

Amortised at fair value at fair value Amortised at fair value at fair value 
cost through P/L through OCI cost through P/L through OCI

Shares in other
   companies ..... 36.980 55.680
Shares in other
   companies ..... 6.207.000 6.207.000
Embedd. contr. . 682.667 1.929.433
Hedge contr. ..... 157.659 269.140
Trade receivab. 7.829.583 6.580.535
Other receivab. . 927.652 1.086.871
Marketable
  securities ........ 11.594.110 8.670.016
Cash ................. 16.438.122 10.342.367
Interest-bearing
   liabilities ......... 204.556.863)( 182.177.574)(   
Hedge contr. ..... 128.075)(         192.891)(         
Account payab. . 3.924.652)(     4.010.900)(       
Other liabilities .. 4.280.241)(     5.699.424)(       
Total ................. 187.566.398)( 12.343.341 6.207.000 173.878.126)(   10.731.379 6.207.000

Sold/redemption ........................................................................................................
Valuation changes .....................................................................................................

Balance at year beginning .........................................................................................

31.12.2024 31.12.2023

Embedded derivatives in electricity sales contracts that have more than ten years duration is classified under level
3 due to the fact that the forward market for aluminium only reaches maximum of ten years.

Balance at year end ..................................................................................................
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35. Related parties

Definition of related parties

Transactions with related parties

Sale to related parties: 2024 2023
Reykjavik City ............................................................................................................ 1.719.442 1.712.275
Institutions and companies controlled by Reykjavik City ........................................... 789.594 658.213

2.509.036 2.370.488
Purchases from related parties:
Reykjavik City ............................................................................................................ 111.433 106.256
Institutions and companies controlled by Reykjavik City ........................................... 14.358 36.588
Associates ................................................................................................................. 115.229 118.176

241.020 261.020

31.12.2023 31.12.2022
Receivables for related parties:
Reykjavik City ............................................................................................................ 285.531 320.908
Institutions and companies controlled by Reykjavik City ........................................... 50.994 37.299

336.525 358.207
Payables for related parties:
Reykjavik City ............................................................................................................ 109.358 197.221
Institutions and companies controlled by Reykjavik City ........................................... 57 1.879
Associates ................................................................................................................. 0 14

109.415 199.114

2024 2023
Interest expense on loans from owners of the parent Company:
Reykjavik City ............................................................................................................ 347.703 408.104
Akranes town ............................................................................................................. 20.549 28.189
Borgarbyggð, municipality  ........................................................................................ 3.468 2.178

371.720 438.471

Reykjavik city, institutions and companies ruled by the city, associated companies, Board members, Directors and
key management are considered as the Group's related parties. Spouses of the before mentioned and financially
dependent children are also considered as related parties as well as companies owned by or directed by those in
question.

The following gives an overview of the transactions with related parties during the year as well as a statement of
receivables and payables at year end. Transactions and positions with subsidiaries are eliminated in the
consolidated financial statement, therefore that information is not provided. This information does not include sale
of conventional household supplies to the related parties. 

The parties mentioned here above have had transactions with the Group within the year. 

Orkuveita Reykjavíkur paid a guarantee fee to Reykjavík City and other owners of the company for guarantees
they have granted on the Groups loans and borrowings. For further information regarding amounts and the
guarantee fee, see note 11. Management´s salaries and benefits are listed in note 8.
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36. Group entities

Subsidiaries Main operation 31.12.2024 31.12.2023

Ljósleiðarinn ehf. Data transfer 100,0% 100,0%
OR Eignir ohf. Holding company ISK 100,0% 100,0%
Veitur ohf. Distrib. of electricity and hot water ISK 100,0% 100,0%
Orka náttúrunnar ohf. Production and sale of electricity ISK 100,0% 100,0%
ON Power ohf. Production and sale of electricity USD 100,0% 100,0%
OR vatns- og fráveita sf. Cold water and sewage ISK 100,0% 100,0%
Eignarhaldsfélagið Carbfix ohf. Consulting, researches and innov. ISK 99,9% 99,9%
Carbfix hf. Consulting, researches and innov. EUR 100,0% 100,0%
Coda Terminal hf. EUR 100,0% 100,0%

37. Statement of cash flows

Working capital from operation is specified as follows: 2024 2023

9.309.068 6.399.954

Operating items that do not affect cash flow:

16.830.274 15.797.262
37.976)(           26.337)(            
18.500 0
3.939)(             36

21.820 58.067
4.797.772 7.605.073

777.982 231.082)(          
47.691 150.907

1.636.689)(      1.695.264)(       
899.231)(         607.734)(          
108.150)(         95.256

3.658)(             81.462)(            
29.113.463 27.464.676

Pension liability change .............................................................................................
Share in (profit) loss of associated companies .........................................................

Currency fluctuation and indexation on loans and borrowings ..................................

Deferred tax liability ...................................................................................................
Fair value changes of financial assets and liabilities through P/L .............................
Effects of currency fluctuation on cash and cash equivalents ...................................
Other items ................................................................................................................
Working capital from operation .................................................................................

Embedded derivatives in electricity sales contracts ..................................................

Profit for the year .......................................................................................................

Share

Depreciation and amortisation ..................................................................................
Profit from sale of assets ...........................................................................................

Fair value changes of hedge contracts .....................................................................

Profit from sale of investments in other companies ..................................................

Construction of a carbon disposal 
plant

Functional 
currency
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38. Other matters

Arbitration on the interpretation of the provision of the electricity contract with Norðurál

Sale of shares in Landsnet

Repair at headquarters

39. Events after the reporting period

Management is not aware of events that have occurred after the reporting period and affected the financial
statements or need to be disclosed.

In 2024, the arbitration process continued regarding the interpretation of the provisions of the electricity sales
contract with Norðurál, which ON Power is in charge of implementing. The case pertains to RE's demand for a
review of contracts, where the balance between the interests of the contracting parties has been disturbed due to
events and assumptions over which RE has no control. In this phase of the case, will result of the arbitration only
refer to whether the balance between the contracting parties has been disturbed due to unforeseeable incidents,
resulting in a discussion of changes in contracts, but not to take a position on possible amounts. It is expected that
the result of the arbitration will be available at the beginning of March 2025.

Over the past periods, the aim has been to sell RE’s shares in Landsnet, as the Electricity Act stipulates that the
transmission company must be directly owned by the Icelandic state and/or municipalities. At the end of 2020,
RE's board agreed that a declaration of intent regarding a change in Landsnet's ownership would be signed, and to
begin negotiations regarding the sale of the shares. As a result, negotiations began with representatives of the
Ministry of Finance on the matter. At the end of 2022, the ministry negotiated with state-owned companies to
purchase their shares in Landsnet, but the ministry wanted to finalise those agreements before its purchase of
RE's shares was completed. The sale of RE's shares in Landsnet was not finalised in the year 2024 as had been
planned. The book value of the shares in Landsnet is estimated at ISK 6,2 billion on 31.12.2024 and has been
transferred from current assets to fixed assets, as it is uncertain when the asset will be sold, see note 17 for
details.

In 2015, severe water damage occurred at the company's headquarters on Bæjarháls 1. The renovation of the
exterior walls of the building has been completed and the construction of the interior has begun. RE has entered
into a construction contracts for the internal work, and the total liability for these contracts are ISK 755 million. The
estimated completion is now in May 2025.
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40. Significant accounting policies

a. Basis of consolidation

i) Subsidiaries

ii) Associates

iii) Transactions eliminated on consolidation

b. Foreign currency

i) Trade in foreign currencies

ii) Subsidiaries with other currencies than the Icelandic krona

c. Financial instruments

i) Non-derivative financial assets
Loans, receivables and cash in bank are recognised when received. All other financial instruments are
recognised in the financial statements when the Company becomes a party of contractual provisions of the
relevant financial instruments.

Trade in foreign currencies is reported into each consolidation company at the rate of the business day. Monetary
assets and debts in foreign currencies are reported in the rate of the reporting date. Other assets and debts
reported at fair value in foreign currency are reported at the rate of the day the fair value was set. Exchange
difference due to foreign trade is reported through P/L.

Assets and debts in the operations of companies of the consolidated financial statements that have USD and
EUR as its functional currencies are calculated into Icelandic kronas at the rate of the reporting date. Income and
expenses of this companies operation is calculated into Icelandic kronas at the average exchange rate of the
year. The exchange difference due to this is reported in a special account in the statement of comprehensive
income. When operations with another functional currency than the Icelandic krona are sold, partly or in full, the
accommodating exchange difference is recognised in P/L. 

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 gains arising from
transactions with equity accounted investees are eliminated against the investment to the extent of the Group’s
interest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but only to the
extent that there is no evidence of impairment.

Notes

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, and have been applied consistently by Group entities.

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. The financial statements of
subsidiaries are included in the consolidated financial statements from the date that control commences until the
date that control ceases. 

Associates are those entities in which the Group has significant influence, but not control, over the financial and
operating policies. Significant influence is presumed to exist when the Group holds between 20 and 50 percent of
the voting power of another entity. 

Associates are entered in the Group's financial statements by using the equity method. 
Associated companies are reported at original cost, including business cost. After the original transaction the
share of the Company is reported until significant influence ceases or joint control is concluded.  
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40. Significant accounting policies, contd.

c. Financial instruments, contd.

i) Non-derivative financial assets, contd.

Financial assets at fair value through OCI

Financial assets at fair value through profit or loss

Financial assets af amortised cost

ii) Non-derivative financial liabilities

iii) Derivative financial instruments
Derivatives are recognised initially at fair value; attributable transaction costs are recognised in profit or loss when 
incurred. Subsequent to initial recognition, derivatives are measured at fair value in the balance sheet and fair
value changes are recognised in the income statement. Fair value changes from hedging instruments are
entered among financial income and expenses in the income statement apart from redemption of aluminium
derivatives that are separately identified among operating revenues. More information can be found in notes 28a,
28b and 28c.

Financial assets are eliminated from the financial statements if the Company's contractual right to cash flow due
to the financial asset expires or if the Group transfers the assets to another party without retaining control or
nearly all risk and gain inherent with their ownership. Any interest in transferred financial assets that is created or
retained by the group is recognized as a separate asset or liability. 

The Group classifies non-derivative financial liabilities as financial liabilities at amortised cost. Such liabilities are
recognised initially at fair value plus, for instruments not at fair value through profit or loss, any directly
attributable transaction costs. Subsequent to initial recognition financial liabilities are measured at amortised cost
using the effective interest method.

The Group’s investments in equity securities are classified as financial assets at fair value throught OCI.
Subsequent to initial recognition, they are measured at fair value and changes therein are recognised directly in
equity. When an investment is derecognised, the cumulative gain or loss is transferred to retained earnings.
Dividends are recognised af income in profit or loss.

A Financial asset is classified at fair value through profit or loss if it is current asset or if it is designated as such
upon initial recognition. Financial assets are designated at fair value through profit or loss if purchase and sale
decisions are based on their fair value in accordance with the Company´s risk policy or investment plan. Financial
assets at fair value through profit or loss are measured at fair value, and changes therein are recognised in profit
or loss. Direct transaction cost is recognised in the income statement as it is incurred.

Financial assets at amortised cost are financial assets with certain or determinable payments and are not listed in
active markets. Such assets are recognised initially at fair value plus, for instruments not at fair value through
profit or loss, any directly attributable transaction costs. Subsequent to initial recognition financial assets at
amortised cost are measured at amortised cost using the effective interest method, less any impairment losses.

Financial assets at amortised cost comprise of receivables and other current assets.

Financial liabilities are eliminated from the financial statements when the contractual agreements of the
instrument are no longer valid.

Non-derivative financial instruments comprise of; financial assets at fair value throught OCI, financial assets at
fair value through P/L and financial assets at amortised cost.

Cash and cash equivalents comprise cash balances and deposits available within three months.

Other non-derivative financial liabilities comprise of borrowings, accounts payable and other current liabilities.
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Notes

40. Significant accounting policies, contd.

c. Financial instruments, contd.

iv) Embedded derivatives

d. Property, plant and equipment

i) Recognition and measurement

ii) Subsequent costs

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment and depreciated over their useful lives.

The Group's distribution- and production systems, are stated at revalued carrying amount in the balance sheet,
which is their fair value at the revaluation date less additional depreciation from that date. Revaluation of those
assets is made on a regular basis. Value surplus due to the revaluation is recognised in a revaluation reserve
among equity after taking the effect on deferred tax liability into consideration. Depreciation on the revalued
carrying amount is recognised in the income statement. Upon sale or discontinuance of the asset the part of the
revaluation reserve belonging to the asset is transferred from the revaluation reserve to retained earnings after
taking tax effect into consideration. No recognition takes place from the revaluation reserve to retained earning
unless the relevant asset is sold or discontinued.

Embedded derivatives are separated from the host contract and accounted for separately if the economic
characteristics and risks of the host contract and the embedded derivative are not closely related, a separate
instrument with the same terms as the embedded derivative would meet the definition of a derivative, and the
combined instrument is not measured at fair value through profit or loss. More information can be found in note
28c.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the
item if it is probable that the future economic benefits embodied within the part will flow to the Group and its cost
can be measured reliably. All other cost is expensed in the income statement when incurred.

Items of property, plant and equipment, except distribution and production systems, are measured at cost less
accumulated depreciation and accumulated impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed
assets includes the cost of materials and direct labour, any other costs directly attributable to bringing the asset
to a working condition for its intended use, and the costs of dismantling and removing the items and restoring the
site on which they are located. Purchased software that is integral to the functionality of the related equipment is
capitalised as part of that equipment. 

Interest expenses on loans used to finance cost of buildings in construction are capitalised over the construction
period. Interest is not calculated on preparation cost. After the assets have been taken into use interest
expenses are expensed in the income statement.

The fair value of these assets is determined on the basis of the depreciated replacement cost. This consists in
that an assessment is made on changes in the construction cost of comparable assets and both cost and
accumulated depreciations are revaluated in accordance with those changes. The calculation is based on official
information and actual statistics from the Company's books on value changes of cost of items and takes into
account an estimate on the weight of each cost item in the total cost of construction of comparable assets. Cost
items and their proportional weight were determined by experts within and outside of the Company. The
impairment test of assets is also taken into consideration and revaluation is not recognised beyond the expected
future cash flow of the assets. Distribution systems for hot water, cold water, sewage and electricity are licensed
operations and subject to official revenue targets that are based mostly on changes in the Construction cost
index. This is taken into consideration when revaluating these systems.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the
proceeds from disposal with the carrying amount of property, plant and equipment and are recognised net within
“other income” in the income statement. When revalued assets are sold, the amounts included in the revaluation
surplus reserve are transferred to retained earnings.
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Notes

40. Significant accounting policies, contd.

d. Property, plant and equipment, contd.

iii) Depreciation

7-60 years
15-50 years
10-60 years
30-90 years
15-60 years

9-46 years
25-50 years

3-25 years

Depreciation methods, useful lives and scrap value are reviewed on the accounting date.

e. Intangible assets

i) Heating rights

ii) Other intangible assets

iii) Subsequent expenditure

iv) Amortisation

5-12 years
10 years

10-12 years

f. Inventories

Heating distribution systems .................................................................................................................
Cold water distribution systems ............................................................................................................
Sewer distribution system .....................................................................................................................
Fiber-optic distribution system ..............................................................................................................
Other real estate ...................................................................................................................................

Software ...............................................................................................................................................

Heating rights have indefinite useful life. They are recognised in the balance sheet at cost. Heating rights are
separated from land up on purchase.

Other intangible assets are measured at cost less accumulated depreciation and impairment losses.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of
an item of property, plant and equipment. Land is not depreciated. Estimated useful lives are specified as
follows:
Production system ................................................................................................................................
Electricity distribution systems ..............................................................................................................

Other equipment ...................................................................................................................................

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the
first-in first-out principle, and includes expenditure incurred in acquiring the inventories, production or conversion
costs and other costs incurred in bringing them to their existing location and condition. Net realisable value is the
estimated selling price in the ordinary course of business, less the estimated costs of completion and selling
expenses.

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure is recognised in profit or loss as incurred.

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of intangible
assets from the date that they are available for use. The estimated useful lives is determined as follows:

Development cost .................................................................................................................................
Business relations ................................................................................................................................
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Notes

40. Significant accounting policies, contd.

g. Impairment

i) Financial assets

- decrease is 15% below cost or
- fair value decrease lasts for at least six months.

ii) Non-financial assets

h. Employee benefits

i) Defined contribution plans

ii) Defined benefit plans
The Group’s net obligation in respect of defined benefit pension plans is calculated separately for each plan by
estimating the amount of future benefit that current and former employees have earned in return for their service
in the current and prior periods. The benefit is discounted to determine its present value and any unrecognised
past service costs and the fair value of any plan assets are deducted. The calculation is performed annually by a
qualified actuary using the projected unit credit method. Changes in the obligation are recognised in the income
statement as incurred.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment loss was recognised. For financial assets measured at amortised cost and available-for-sale financial
assets that are debt securities, the reversal is recognised in profit or loss. For available-for-sale financial assets
that are equity securities, the reversal is recognised directly in equity.

Obligations for contributions to defined contribution pension plans are recognised in the income statement when
they are due. 

A financial asset 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.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount, and the present value of the estimated future cash flows discounted at the original
effective interest rate. An impairment loss in respect of an available-for-sale financial asset is calculated by
reference to its fair value at each time. The Group defines decrease in fair value below cost as a subjective
indication of impairment of available-for-sale financial assets when:

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognised in profit or loss. Any cumulative loss in respect of an available-for-sale
financial asset recognised previously in equity is transferred to profit or loss.

The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated.

Impairment is recognized if the carrying amount of an asset or a cash generating unit exceeds its estimated
recoverable amount. A cash generating unit is the smallest separable group of assets that form a cash flow that
is mostly independent of other units or groups of units. Impairment loss of revalued operating assets is
recognized in equity under revaluation reserve. 

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset.

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 that the asset´s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortization, if no impairment loss had
been recognized.
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Notes

40. Significant accounting policies, contd.

i. Obligations

j. Revenue

i) Revenues from sale and distribution of electricity and hot water

ii) Revenues from sale of cold water and sewage

iii) Connection revenues

iv) Rental income

v) Other revenues

An obligation is recognised in the balance sheet when the Group has the legal right or has entered into an
obligation due to previous events and it is likely that it will incur cost upon settling the obligation. The obligation is
measured on the basis of the estimated future cash flow, discounted based on interests reflecting market
interests, and the risk inherent with the obligation.

Revenue from the sale and distribution of electricity and hot water is recognised in the income statement
according to measured delivery to purchasers during the year plus a fixed fee. 

The rate for the distribution of electricity has a revenue cap set by the National Energy Authority in accordance
with laws on energy number 65/2003. The revenue cap is based on actual figures from prior years from the
operation of distribution utilities, the depreciation of assets, real losses in the distribution system and return on
equity. When setting the revenue cap financial income and expenses are not taken into account. The rate is
decided from the revenue cap and projections of sale of electricity in the Group´s utilities area.

Revenue from the sale of cold water and sewage are based on the size of properties plus a fixed fee and are set
forth linearly in the income statement. In addition revenue is stated for cold water according to measurement from
specific industries. 

Upon connection of new users to distribution systems of electricity, water and sewage or upon renewal of
connection an initial fee is charged. The initial fee meets cost due to new distribution systems or their renewal.
Income on connection fees is recognised in the income statement upon delivery of the service.

Other revenue is recognised when generated or upon delivery of goods or services.

Rental income is recorded as income in the income statement linearly over the lease term.
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Notes

40. Significant accounting policies, contd.

k. Financial income and expenses

l. Income tax

m. Segment reporting

Currency gains and losses are reported on a net basis as either finance income or finance cost depending on
whether foreign currency movements are in a net gain or net loss position.

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

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years. The
income tax ratio for the parent company is 38,4% and the tax ratio for the subsidiaries is 21,0%. Cold water
supply and sewage is exempt from tax.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax was measured in accordance with the current tax rate, which is 37,6% for the parent company that is
a partnership and 20,0% for the subsidiaries that are companies with limited liability. 

A deferred tax asset is only recognised to the extent that it is probable that future taxable profits will be available
against which the temporary difference can be utilised. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Finance income comprises interest income on funds invested, dividend income, changes in the fair value of
financial assets at fair value through profit or loss, foreign exchange gain and gains on hedging instruments that
are recognised in the income statement. Interest income is recognised as it accrues in the income statement,
using the effective interest method. Dividend income is recognised in the income statement on the date that the
Group’s right to receive payment is established.

Finance expenses comprise interest expense on borrowings, unwinding of the discount on provisions, foreign
exchange losses, impairment losses recognised on financial assets, and losses on hedging instruments that are
recognised in the income statement. Borrowing cost is recognised in the income statement based on effective
interests.

Effective interest is the required rate of return used when discounting estimated cash flow over the estimated
useful life of a financial instrument or a shorter period when applicable, so that it equals to the book value of the
financial asset or liability in the balance sheet.

Segment investments are investments in property, plant and equipment and intangible assets.

A segment is a distinguishable component of the Group that is engaged in business and is capable to earn
revenues and accept cost, both within and outside of the Group. The return of all segments is overviewed by
management to value their performance.

Segment results and their assets include items directly attributable to a segment as well as those that can be
allocated on a reasonable basis.
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40. Significant accounting policies, contd.

n. Determination of fair value

o. Property, plant and equipment

p. Investments in equity and debt securities

The fair value of production- and fiber-optic systems that have undergone a revaluation is determined on the
basis of the depreciated replacement cost, which consists in the assessment of changes in construction cost of
comparable assets and both cost and accumulated depreciation are revalued in accordance with those changes.
The results of the impairment tests are also taken into consideration and revaluation is not recognised beyond
the expected future cash flow of those assets.

The fair value of financial assets at fair value through profit or loss is determined on the basis of their market
value at the reporting date. If the market value is not known the valuation is based on generally accepted
valuation methods. Valuation methods can be based on known recent financial transactions between unrelated
parties. In applying these valuation methods factors are considered which would be used in the respective market
concerning calculation of fair value and the methods are in accordance with generally accepted methods
concerning valuation of financial assets.

A number of the Group’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. 
The Group´s CFO is responsible for overseeing all significant fair value measurements, including Level 3 fair
values. Risk management, led by the CFO, regularly reviews significant unobservable inputs and valuation
adjustments. If third party information, such as broker quotes or pricing services, is used to measure fair values,
then that information is used to support the conclusion that such valuations meet the requirements of IFRS,
including the level in the fair value hierarchy in which such valuations should be classified.
When measuring the fair value of an asset or a liability, the Group uses market observable data as far as
possible.

Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in the valuation
techniques as follows.
Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).
Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different levels of the
fair value hierarch, then the fair value measurement is categorised in its entirety in the same level of the fair value
hierarchy as the lowest level input that is significant  to the entire measurement.

The Group recognises transfers between levels of the fair value hierarchy at the end of the reporting period
during which the change has occurred.

Further information about the assumptions made in measuring fair values can be found in relevant notes and in
note 33 regarding fair value.
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40. Significant accounting policies, contd.

q. Derivatives

r. Trade and other receivables

s. Non-derivative financial liabilities

t. Leases

The fair value of derivatives is based on their market value, if available. If the market value is not available the fair
value is determined on the basis of generally accepted valuation methods.

Valuation methods may be based on prices in recent transactions between unrelated parties. The measurement
is based on the value of other financial instruments comparable to the instrument in question, methods in order to
evaluate the present value of cash flow or other valuation methods, which may be applied in order to reliably
assess the real market value. When valuation methods are applied all factors are used, which market parties
would use in price evaluations, and the methods are in accordance with generally accepted methods for the price
evaluation of financial instruments.  The Group verifies on a regular basis its valuation methods and tests them by 
using a price obtained in a transaction on an active market with the same instrument, without adjustments and
changes, or are based on information from an active market.

The fair value of derivative agreements not listed in active markets is determined by use of valuation methods,
which are regularly reviewed by qualified employees. All valuation models used must be approved and tested in
order to ensure that the results reflect the data used.

The most reliable indication of the fair value of derivative agreements at the beginning is the purchase value,
unless the fair value of the instruments is verifiable in comparison with other listed and recent market transactions
with the same financial instrument or based on a valuation method where variables are only based on market
data. When such data is available the Group recognises profit or loss at the initial registration date of the
instruments.

The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for reasonableness by
discounting estimated future cash flows based on the terms and maturity of each contract and using market
interest rates for a similar instrument at the measurement date.   

The fair value of trade and other receivables, is estimated at the present value of future cash flows, discounted at
the market rate of interest at the reporting date if applicable. This fair value is determined for disclosure purposes.

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future
principal and interest cash flows, discounted at the market rate of interest at the reporting date. 

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. To assess whether a contract conveys the right to control the use of an identified
asset, the Group uses the definition of a lease in IFRS 16.
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40. Significant accounting policies, contd.

t. Leases, contd.

i) As a lessee

Lease payments included in the measurement of the lease liability comprise the following:
– fixed payments, including in-substance fixed payments;

– amounts expected to be payable under a residual value guarantee; and

Right-of-use  assets and lease liabilities are listed in the balance sheet.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date
to the end of the lease term, unless the lease transfers ownership of the underlying asset to the Group by the end
of the lease term or the cost of the right-of-use asset reflects that the Group will exercise a purchase option. In
that case the right-of-use asset will be depreciated over the useful life of the underlying asset, which is
determined on the same basis as those of property and equipment. In addition, the right-of-use asset is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as
the discount rate.

At commencement or on modification of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of its relative stand-alone prices. However,
for the leases of property the Group has elected not to separate non-lease components and account for the lease
and non-lease components as a single lease component.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of
costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is
located, less any lease incentives received.

– variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the 
commencement date;

– the exercise price under a purchase option that the Group is reasonably certain to exercise, lease payments in 
an optional renewal period if the Group is reasonably certain to exercise an extension option, and penalties for 
early termination of a lease unless the Group is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there
is a change in future lease payments arising from a change in an index or rate, if there is a change in the Group’s
estimate of the amount expected to be payable under a residual value guarantee, if the Group changes its
assessment of whether it will exercise a purchase, extension or termination option or if there is a revised in-
substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of
the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and
short-term leases, including IT equipment. The Group recognises the lease payments associated with these
leases as an expense on a straight-line basis over the lease term.

The Group determines its incremental borrowing rate by obtaining interest rates from various external financing
sources and makes certain adjustments to reflect the terms of the lease and type of the asset leased.
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40. Significant accounting policies, contd.

t. Leases, contd.

ii) As a lessor

41. New accounting standards not yet adopted

A few new standards are effective for annual periods beginning after 1 January 2025 and earlier application is
permitted; however, the Group has not early adopted the new or amended standards in preparing these
consolidated financial statements. 

The amended standards and interpretations are not expected to have a significant impact on the Group’s
consolidated financial statements.

At inception or on modification of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices.

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or an
operating lease.  

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially all of
the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a
finance lease; if not, then it is an operating lease. As part of this assessment, the Group considers certain
indicators such as whether the lease is for the major part of the economic life of the asset.

The Group recognises lease payments received under operating leases as income on a straight-line basis over
the lease term as part of ‘other revenue’.

The group has adopted all international accounting standards, amendments to them and interpretations
confirmed by the European Union and which are valid for the year 2024.
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