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Key figures

Management’s presentation of the operation of Landsvirkjun

Amounts are in USD thousand

2019 2018 2017 2016 2015
1.1.-31.3. 1.1.-31.3. 1.1.-31.3. 1.1.-31.3. 1.1.-31.3.
Operation
Operating revVenuUEes ........ccooecueveeeeeeieiieeeeee e 131,388 142,810 119,465 104,294 109,375
Realised aluminium hedges .........cccocevvevennenne. 1,769 ( 1,648) ( 653) 1,209 2,290
Total operating revenues ......cc..ccceeeeeeneecerreeens 133,157 141,162 118,812 105,503 111,665
Operating and maintainance expenses ............ ( 30,706) ( 35,893) ( 30,544) ( 23,296) 22,410)
(127 1 1 0 7 NPT 102,451 105,269 88,268 82,207 89,255
Depreciation and impairment 10ss .........ccccue.... ( 33,696) ( 30,623) ( 29,180) ( 29,273) 27,573)
=12 O 68,755 74,646 59,088 52,934 61,682
Financial items c...covveeviiiiiieeeeec e ( 18,292) ( 18,720) ( 15,307) ( 15,108) 9,655)
Profit before unrealised financial items ......... 50,463 55,926 43,781 37,826 52,027
Unrealised financial items:
Fair value changes in embedded derivatives ... 6,842 ( 39,556) 42,555 ( 3,809) 4,679)
Fair value changes in other derivatives ............ ( 5,002) 16,879 ( 8,110) ( 155) 7,306)
Unrealised foreign exchange difference .......... 9,366 ( 18,856) | 3,568) ( 26,896) 44,791
11,206 ( 41,533) 30,877 ( 30,860) 32,806
Profit before income tax .....cccceecerrrerennncennene. 61,669 14,393 74,658 6,966 84,833
INCOME TAX cuveieiieiiiieriieeiee et ( 20,508) ( 5,328) ( 25,277) ( 3,522) 29,253)
Profit for the period .........cccceevvrriiiiinnennnnnnnnnes 41,161 9,065 49,381 3,444 55,580
Balance sheet 31.3.2019 31.3.2018  31.3.2017 31.3.2016 31.3.2015
TOtal @SSELS .uvviveeiiieiieeee et 4,440,665 4,712,186 4,472,638 4,261,913 4,202,682
Total QUILY eeevveeieeeeeeeeeec e 2,200,167 2,072,166 2,017,992 1,920,232 1,746,998
Total liabilities ....ccccvveveeecieiieece e, 2,240,498 2,640,020 2,454,646 2,341,681 2,455,684
Net debt™ ..o 1,801,882 2,038,072 1,965,833 1,974,816 2,028,575
Cash flow 1.1.-31.3. 1.1.-31.3. 1.1.-31.3. 1.1.-31.3. 1.1.-31.3.
Funds from operation (FFO) ........cccceeevveernnennn. 85,668 85,030 70,900 66,477 69,423
Cash flow from operating activities .................. 83,989 81,142 66,285 68,711 82,850
Investing activities .....c.ccccvevevveeiiiiiieiniicniene ( 17,832) ( 42,582) ( 67,732) ( 22,248) 14,403)
Financing activities .......cccoeveevriieriniieeinieeenns ( 54,022) 160,679 95,757 ( 64,717) 52,293)
Liquidity 31.3.2019 31.3.2018  31.3.2017 31.3.2016 31.3.2015
Cash and cash equivalents ........ccccceveveeinneenne 126,435 327,844 241,417 125,810 219,264
UNdrawn [0ans ......ceeveeeiienieeniieneesiee e 347,903 388,866 472,184 365,366 276,525
Total liquidity ..eeeeeeeeeciiieeeccccceeee e, 474,338 716,710 713,601 491,176 495,789
Key ratios
Return on equity ** .. .ccooiiiiiiieie e, 7.4% 3.4% 5.9% 1.8% 7.9%
EQUItY ratio cocveevveenieciccieecieeieeee e 49.5% 44.0% 45.1% 45.1% 41.6%
Interest cover (EBITDA/net interest exp)** ..... 4.75x 5.55x 5.26x 4.68x 4.05x
FFO / net debt** .........ccovvieiieieeeeeieeeeiens 17.6% 14.6% 12.2% 12.0% 12.9%
FFO / interest expense** .........ccccceveevreereennens 3.76x 4.36x 3.89x 3.38x 3.00x
Net debt / EBITDA** . ...occveeveveeeeee e 4.66x 5.62x 6.39x 6.28x 5.99x
Credit rating without state guarantee at the end of March
Standard & POOI'S .....ccocveeiviiiiiiec e BBB BBB BBB BBB- BB
MOOAY'S ..eeiiiiiiiieeiee e Baa2 Baa2 Baa3 Bal Ba2

* Net debt is interest bearing liabilities less cash and cash equivalent

** Key ratios based on the past 12 months
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Endorsement and Statement of the Board of Directors and CEO

Landsvirkjun’s objective is to operate in the energy sector and to engage in other business and financial operations
according to the decision of the Board of Directors at each time. The Company’s condensed consolidated financial
statements in the period from January 1 to March 31 2019 are prepared in accordance with IAS 34 Interim
Financial Reporting and additional requirements in the Icelandic Financial Statement Act and include, in addition to
the parent company, four subsidiaries, Landsnet hf., Orkufjarskipti hf., Icelandic Power Insurance Ltd. and
Landsvirkjun Power ehf. The interim financial statements have not been audited or reviewed by the Company's
auditors.

According to the income statement, the Group's profit in the period from January to March 2019 amounted to USD
41.2 million while during the same period in 2018 the Group's profit amounted to USD 9.1 million. The change
between periods is USD 32.1 million, mainly due to the positive fair value change of derivatives, which amounted to
USD 1.8 million during the period January to March 2019 compared to a negative difference of USD 22.7 million
during the same period in the previous year and positive currency exchange difference, which amounted to USD 8.5
million compared to a negative difference in the amount of USD 18.7 million during the same period in 2018. The
Group's operating revenues amounted to USD 133.2 million during the period compared to USD 141.2 million
during the same period in the previous year. Cash flow from operations amounted to USD 84.0 million during the
period compared to USD 81.1 million during the same period in the previous year. At the end of March 2019, the
Group's cash and cash equivalents amounted to USD 126.4 million and undrawn loans amounted to USD 347.9
million, a total of USD 474.3 million. The Group's equity at the end of March amounted to USD 2,200.2 million
according to the balance sheet compared to USD 2,163.1 million at year end 2018. At the annual general meeting at
April 4, 2019 the payment of dividends to owners in the amount of ISK 4.2 billion or USD 35.7 million was approved.

Statement by the Board of Directors and the CEO

According to the best knowledge of the Board of Directors and the CEO, the financial statements are in accordance
with IAS 34, Interim financial statements, as adopted by the EU and additional requirements in the Icelandic
Financial Statement Act. According to the best knowledge of the Board of Directors and the CEO the financial
statements give a fair view of the Group's assets, liabilities and financial position as at 31 March 2019 and the
Group's operating results and changes in cash flow during the period from 1 January to 31 March 2019.

Furthermore, it is the opinion of the Board of Directors and the CEO that the interim financial statements and the
Endorsement by the Board of Directors for the period from January to March 2019 give a fair view of the Group's
results, financial position and development and describe the main risk factors faced by the Group.

The Board of Directors and the CEO have today discussed the condensed consolidated interim financial statements
for the period 1 January to 31 March 2019 and confirm them by means of their signatures.

Reykjavik, May 24, 2019.

The Board of Directors:

Jénas bér Gudmundsson

Alfheidur Ingadottir

Gudfinna Johanna Gudmundsdaéttir
Gunnar Tryggvason

Jon Bjoérn Hakonarson

The CEO:
Hordur Arnarson
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Income Statement

Operating revenues

POWET SAIES ..oeeeeeieeeee e
Realised aluminium hedges .......cccoccvvvveeeiieiciiieeeeeeeeens
TranNSMISSION ceeviiiiiiiiiieieiiiiiie e e
Other iNCOME ..ooeiiieeeee e

Operating expenses

Energy production COStS ......covviiiiriiiiiniieeiiieeeiiiee e
TransmisSioN COSES .ooovuumiiiiiiiiiieeee e
Cost of general research .......cccccocecvveeeiiiccciiieeee e
Other operating eXPeNSES .......ccceeeeceveeeecveeeriieeeeirree s

Operating profit.........c.ccovveiieiniciececee e

Financial income and (expenses)

INterest iNCOME ... e
INterest eXPEeNSES ....uuvvviiiiiiiiiiicire e
Foreign exchange difference .......cccccocoeeevcieecccneeccnnenn,
Fair value changes in embedded derivatives
Fair value changes in other derivatives
Associated COmpPanies .......ccceeeeeeecciiieee e
Profit before income tax.........ccocovveininniennccnice e

INCOME TAX weniiii et

Net profit for the period.............ccooviiinniini e

Attributable to:

Owners of the parent company .......cccccceeeevceeeecieeecenen.
Subsidiaries minority interest ........cccccvveeeeeieiiiiieeeieeee,

Notes 1 to 12 are an integral part of these interim financial statements.

Notes

2019 2018
1.1.-31.3. 1.1.-31.3.
107,129 117,730
1,769 ( 1,648)
21,180 22,326
3,079 2,754
133,157 141,162
34,962 35,348
14,735 16,817
3,908 2,210
10,797 12,141
64,402 66,516
68,755 74,646
843 859
18,198) ( 18,773)
8,464 ( 18,741)
6,842 ( 39,556)
5,002) 16,879
7,051) ( 59,332)
35) ( 921)
61,669 14,393
20,508) ( 5,328)
41,161 9,065
37,263 7,650
3,898 1,415
41,161 9,065

Consolidated Interim Financial Statements of Landsvirkjun, March 31, 2019

Amounts in USD thousandD



Statement of Comprehensive Income

2019 2018
1.1.-31.3. 1.1.-31.3.
Profit for the period ..............cccovviiii i e 41,161 9,065
Items that will not be reclassified subsequently to profit or loss:
Pension obligation after income tax, change .........ccccceveevveiircenecenceneeee ( 517) ( 588)
Items that may be reclassified subsequently to profit or loss:
Translation difference due to subsidiaries and associated companies .......... ( 1,124) 1,643
Total operating items moved to equity ( 1,641) 1,055
Total Comprehensive Income for the period ............ccoccovviiniiiniiiniinnienen, 39,520 10,120
Attributable to:
Owners of the parent CoMPaNY ....ccceoviiirienieeiieee e 35,745 8,535
Subsidiaries MiNOrity INTErest ....c..evvviiirriiee e 3,775 1,585
39,520 10,120
Notes 1 to 12 are an integral part of these interim financial statements.
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Balance Sheet

Assets Notes

Non-current assets

Property, plant and equUIPMENT ........cooiiieiiiiiie e
Projects under CONSTIUCTION .....cccveeiiciiieeeiee e
DeVElOPEMENT COSE ...uiiiiiiiiiiiee e e et e e e arae e s
Other intangible @SSEtS ...ccccvuiiiiieee et eeree s
Derivative financial iNStruments ........coocceiiiiiiiiiiiie e 8
ASSOCIAtEd COMPANIES ...veiiieieeeiiiee e e eee e e e e e eeee e srae e e e tae e e eneeeesaneeas
Other NON-CUITENT @SSELS ...uuiiiiiiieiiiee ettt e e e s

TAX @SSOL ettt e e s e e

Current assets

INVENTOTMIES e e e e et e e e e e e e e eeeeeeeeeeeeaeaeseeeseesesennanns
Accounts receivables and other receivables .........cccccooooiiiiiiiiicciiiieec e,
Non-current assets for Sale ........oocveeeiiiiieecee e 12
Derivative financial inStrUMEeNtS .........cooociiiiiiiiiiiiee e 8
Cash and cash equUIValeNts ........cceeeiiiiecce e

Total current assets
Total assets

Equity and liabilities

Equity

OWNers' CONLIIDULIONS ..ccoooiiiiiiec e e e e
ReValuation @CCOUNT .......ccviie ittt e enee e e raee s
RESTIICLEA MESEIVES ....eviieiieieeciiee ettt eee et e e e eete e s e e e e s te e e e easeeesnaeeeensseeennes
Translation difference ........oocveeieciie e s
(011 o T<T o =To TUT 1 A U UP PPN

IMINOTItY INTEIEST oo aeeeee

Long-term liabilities

Interest bearing llabilities ......ooveeiriiiin e 9
Accrued pension Habilities ........ccceccieeieciee e
Deferred income tax liability ........cccooeeiiiiiiii e

[T Yl o] o] LT== o [ SRS
Obligation due to demolition .........cceeeiiiecciiiiiec e
=T o= 1o [T o olo T3 o TN RN
Derivative financial iNStruments .........oocveiiiiiiiiiiine e 8

Current liabilities

Accounts payable and other payables .........cooocoiiiiiiiieiiiiiiee s
Interest bearing liabilities .....cocvvviuierieiiiie e 9
INCOME taX PAYADIE ...eeiiiieeeeee e e
Derivative financial iNStrumMents ........coocvivieeiienieenee e 8

Total liabilities
Total equity and liabilities

Notes 1 to 12 are an integral part of these interim financial statements.

31.03.2019 31.12.2018
3,995,116 4,013,546
25,297 22,573
140,408 140,698
48,088 48,067
12,154 13,342
428 11,070

623 762

0 14
4,222,114 4,250,072
5,248 5,530
66,993 68,943
10,471 0
9,404 10,258
126,435 116,278
218,551 201,009
4,440,665 4,451,081
586,512 586,512
162,587 164,053
35,624 32,838
41,756) ( 40,756)
1,325,228 1,289,803
2,068,195 2,032,450
131,972 130,606
2,200,167 2,163,056
1,563,137 1,808,579
36,447 38,015
142,686 130,733
6,106 0
9,180 9,011
2,572 2,847
2,685 11,538
1,762,813 2,000,723
83,994 73,102
365,180 192,302
8,159 18,586
20,352 3,312
477,685 287,302
2,240,498 2,288,025
4,440,665 4,451,081
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Statement of Equity

Equity
attributable to
Owners' Revaluation Restricted Translation Other the owners of  Minority Total
contribution account reserves difference equity the company interest equity
January 1 to March 31, 2018
Equity at January 1, 2018........cccceceeviienieeieenieeenee, 586,512 169,329 10,390 (38,536) 1,216,571 1,944,265 118,847 2,063,112
Translation difference......ueeeeeeeeeeeeeeieiiiiieieiiiiieeeeene, 1,473 1,473 170 1,643
Pension obligation, change..........cccceeevveiecieeccieeen. (588) (588) 0 (588)
Profit for the period........cccccooeiiieiiiecie s 7,650 7,650 1,415 9,065
Total comprehensive profit.........ccccceevcveereceee e, 1,473 7,062 8,535 1,585 10,120
[V To [T Vo RSP SRTRNt (1,066) (1,066)
Share of profit of subsidiaries
and associated cOMpPanies.......c.ccceecuveeecveeeeciveeeenns 679 (679)
Revaluation transferred
1o Oother eqUItY...coccvee i (1,483) 1,483
Equity at March 31, 2018.......cccccevvievviienieeniienieene 586,512 167,846 11,069 (37,063) 1,224,436 1,952,800 119,366 2,072,166
January 1 to March 31, 2019
Equity at January 1, 2019 ......cccoceveeveeviieenieesiee e 586,512 164,053 32,838 (40,756) 1,289,803 2,032,450 130,606 2,163,056
Translation difference.........ccceccevevcceeevcieeeccee e, (1,001) (1,001) (123) (1,124)
Pension obligation, change..........cccceeeiiieiieecciennen. (517) (517) 0 (517)
Profit for the period..........cccecveviviieeeceeeee e, 37,263 37,263 3,898 41,161
Total comprehensive profit..........cccceeeeieieecieeeenenn.. (1,001) 36,746 35,745 3,775 39,520
DiVIdeNd....veiieeiieiieee e e (2,410) (2,410)
Share of profit of subsidiaries
and associated compPanies.......c.ccceeeveeeecveeeecieeeennns 2,786 (2,786)
Revaluation transferred
1o Oother eqUItY...ccocvei i (1,466) 1,466
Equity at March 31, 2019......cccccvveeviinnieeniienieee 586,512 162,587 35,624 (41,756) 1,325,228 2,068,195 131,972 2,200,167

Notes 1 to 12 are an integral part of these interim financial statements.
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Statement of Cash Flows

Operating activities
OPerating Profit .....ceecciei i
Depreciation and impairment 10SS .......cccccvvieeiieiiiiiieeeee e
Pension obligation, Change .........ccoecvevieciii e
Obligation due to demolition, change .........ccccccveeeeiieciiiiiieeee e,
(0] 1 o 1T ool o F= T g = TS
Working capital from operation before financial items
Operating assets, ChANEE ......cccceveviieeecie e e
Operating liabilities, Change .........cccovviviii e,
Cash flow from operating activities before financial items
Interest iNCOME reCeIVEd .......iviviiiiiiiiiecee e
Interest expenses and foreign exchange difference paid ...................
LI DGR o 1= 1 Lo E U PUROE

Investing activities

Power stations in OPeration .......ccccccccccuvuiiiviiieieieiiierere e
TrANSIMISSION eevviiiiiiiiiiiiieieteiereeeeeeeeeereeete e e eeeeeeeeteteeeeeeeeeeeesesensesesnsans
Power plant preparation CoSt ........cuiiiiiiiieiceiiiiiee e
Power stations under construction ...........cccceceeeevcieeeeeciee e
Purchased shares ...........uueeeieeciiiee e e
Other iNVESTMENTS ..cc..vviiiiiee et et e e ere e e
Y=Y €T o] [« SRR
Other receivables, change .........ccceee i,

Financing activities

NEW JOGNS 1.ttt ettt s e s ees
CUITENCY SWAPS wevvvrrrrrrrnirrerrrerereerreeeeeeereteteeeetesesmmremresreeeereeeeeteraeaseeeeeenns
Amortisation of long-term debt .........cceveviiiecii e,
Financing activities
Change in cash and cash equivalents ...............ccociiiiiiiiniininiienee,
Effect of exchange difference on cash and cash equivalents ..............
Cash and cash equivalents at the beginning of the year ...................
Cash and cash equivalents at the end of the period ..........................

Notes 1 to 12 are an integral part of these interim financial statements.

2019 2018
1.1.-31.3. 1.1.-31.3.
68,755 74,646
33,696 30,623
455) ( 493)
169 158

12 49)
102,177 104,885
2,569 1,405)
7,649 9,117
112,395 112,597
658 682
25,927) ( 27,935)
3,137) ( 4,202)
83,989 81,142
8,998) | 4,348)
5,382) | 5,952)
969) | 2,320)

0 27,425)

0 2)
2,602) | 2,537)
119 62

0 60)
17,832) ( 42,582)
0 240,000

656 0
54,678) ( 79,321)
54,022) 160,679
12,135 199,239
1,978) 2,061
116,278 126,544
126,435 327,844
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Notes

Reporting entity

1. Landsvirkjun
Landsvirkjun is a partnership having its place of business in Iceland and its headquarters at Hdaleitisbraut 68,
Reykjavik, Iceland. Landsvirkjun operates on the basis of the Act on Landsvirkjun no. 42/1983. The Company’s
main objective is to engage in operations in the energy sector. The interim financial statements include the
consolidated financial statements of the Company and its subsidiaries.

2. Statement of IFRS compliance
The consolidated interim financial statements have been prepared in accordance with International Financial
Reporting Standard IAS 34 Interim Financial Reporting as adopted by the EU and additional requirements in the
Icelandic Financial Statement Act. They do not include all of the information required for full annual financial
statements, and should be read in conjunction with the consolidated financial statements of the Group for the
year ended December 31, 2018.

3. Significant accounting policies

The interim financial statements are prepared using the same accounting policies as for the year 2018 except
that the Group has adopted new International Accounting Standards, as adopted by the EU, for the accounting
period beginning January 1, 2019, changes to the standards and new interpretations. The Group adopted IFRS
16 Leases at the beginning of the year. The standard introduces new requirements when accounting for leases.
There are substantial changes made for lessees by eliminating the classification of leases as either operating
leases or finance leases. Instead, these leases are to be recognised as a lease liability and right-of-use asset on
the balance sheet. The Group adopts the standard using a modified retrospective approach. Comparative
amounts are not restated and the cumulative effect of the adoption, which is an increase of USD 6.5 million in
leased liabilities and right-of-use asset, is recognised as an adjustment on the Balance Sheet at the date of
adoption which is 1 January 2019. Rental payments were recognised in operating expenses before the adoption
of IFRS 16, but the Company now expenses the interests on lease liabilities and depreciates right-of-use assets.
The impact on the profit and loss statement is insignificant.The Group has not adopted new or improved
standards which have been issued but have not yet taken effect. It is management's opinion that adoption of
new and improved standards and interpretations which are not in effect will not have significant effects on the
consolidated interim financial statements. The Group's financial statements for the year 2018 can be found on
its website www.landsvirkjun.com and the website of NASDAQ OMX Iceland; www.nasdagomxnordic.com.

The interim financial statements are presented in USD, which is the parent Company’s functional currency.
Amounts are presented in USD thousand unless otherwise stated.

4. Use of estimates and judgements
The preparation of interim financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expenses. Actual results may differ from these estimates.
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Notes, contd.:

5. Segment information

Electricity Electricity Other
Operating segments 1.1.-31.3.2019 production transmission segments  Adjustments Total
Income from third party ......ccceveeenneenne 111,414 21,405 338 133,157
Income within the Group ..................... 4,575 16,527 1,083 ( 22,185) 0
Segment iNCOME .....ccccvveeevciveeccieee e, 115,989 37,932 1,421 ( 22,185) 133,157
Segment operating expenses ................ ( 36,944) ( 14,909) ( 1,038) 22,185 ( 30,706)
EBITDA ..ottt 79,045 23,023 383 102,451
Depreciation and impairment loss ........ ( 26,154) ( 7,379) ( 266) 103 ( 33,696)
Segment earnings, EBIT ......ccccceeevvvnnnnn 52,891 15,644 117 103 68,755
Segment assets 31.3.2019 ..........cc.uee.... 3,926,153 837,145 20,596 ( 343,657) 4,440,237
Shares in associated companies ............ 306 6,498 122 ( 6,498) 428
Total assets 31.3.2019 ...c.oveeeveeeererenan. 3,926,459 843,643 20,718 ( 350,155) 4,440,665
Segment liabilities 31.3.2019 ................ 1,842,368 469,466 4,166 ( 75,502) 2,240,498
Total liabilities 31.3.2019 ......ccovveeemnne... 1,842,368 469,466 4,166 (  75,502) 2,240,498
Operating segments 1.1.-31.3.2018
Income from third party .....c..ccoccvneeeeeen. 118,385 22,505 272 141,162
Income within the Group ...................... 5,159 16,063 1,274 ( 22,496) 0
Segment iNCOME .......ccceeeeecveeeeenieeenneen. 123,544 38,568 1,546 ( 22,496) 141,162
Segment operating expenses ................ ( 39,660) ( 17,483) ( 1,246) 22,496 ( 35,893)
EBITDA e 83,884 21,085 300 105,269
Depreciation and impairment loss ........ ( 23,124) ( 7,256) ( 345) 102 ( 30,623)
Segment earnings, EBIT .........cccceeeennnns 60,760 13,829 ( 45) 102 74,646
Segment assets 31.12.2018 ................... 3,927,241 839,517 21,130 ( 347,878) 4,440,010
Shares in associated companies ............ 10,909 6,815 161 ( 6,815) 11,070
Total assets 31.12.2018 .......cccceeeveeeeunenne 3,938,150 846,332 21,291 ( 354,693) 4,451,081
Segment liabilities 31.12.2018 .............. 1,889,722 476,027 4,056 ( 81,780) 2,288,025
Total liabilities 31.12.2018 .................... 1,889,722 476,027 4,056 ( 81,780) 2,288,025
6. Operating revenues 2019 2018
Electricity sales are specified as follows: 1.1.-31.3. 1.1.-31.3.
ATAY A Lo 1 (=5 T= | L 24,148 30,712
[aTe [V A g o] WU =T U UU RPN 82,981 87,018
Electricity Sales tOTal ...ueii i e 107,129 117,730

Revenues from electricity transmission are specified as follows:

10112 015557 (o o PPNt 18,110 19,243
Transmission losses, grid service and other transmission revenues .........c.ccceevveeneen. 3,070 3,083
Electricity transmission total. ........ccceeiiiiiiiiiiiiie e 21,180 22,326
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7. Financial income and (expenses) 2019 2018
Financial income and (expenses) are specified as follows: 1.1.-31.3. 1.1.-31.3.
INTErEST INCOME iiiiiiiiiii e s s re e e s 843 859
INTEIEST EXPENSE ..eiiiiiiiieitiieieeete ettt sttt e st e e s bt e s bt e s b e sabeesate e baesbeesareas ( 17,624) ( 19,164)
GUATANTEE FEE 1uviiiiii ettt ettt e et e st e e s aeebeesbeesabeesabeenaeennne ( 748) ( 1,760)
[aTe 1o T o] o HO OO USSP PTOPRRPPRUPRRR ( 208) ( 342)
Capitalised fINANCE COST ...uiiiiiiiiiiiie et e s s e st snaeeas 382 2,493
TOtal INLErESt EXPENSE ...eeiiiiitieeie ettt st sbt e et st esaeeebee s ( 18,198) ( 18,773)
Realised foreign exchange difference .......ceovieeiniii e, ( 902) 115
Unrealised foreign exchange difference .......ccocev et 9,366 ( 18,856)
Total foreign exchange differ@NCe ......cvevieeeieiiii e 8,464 ( 18,741)
Fair value changes in embedded derivatives .........ccecevriieeiee e 6,842 ( 39,556)
Fair value changes in other derivatives ... ( 5,002) 16,879

Financial income and (expenses) ( 7,051) ( 59,332)

8. Derivative financial instruments in the balance sheet
Derivative financial instruments in the balance sheet are specified as follows:
31.03.2019 31.12.2018

Assets:

Embedded derivatives in electricity agreements ........cccceeeccivecciee e 12,188 6,674

AIUMINTUM REAZES ..evviieie et e e e e ae e e e e e st te e e e e e e eabaaeeeaeennns 5,599 10,177

CUPTENCY SWAPS -eevveeeeeeiitieeeeeeesireereeeseinrereteseeessanrerreessesannrereeessasnnnneeeeeesannreneeeesesannnes 3,771 6,749
21,558 23,600

Derivative financial instruments are divided as follows:

Long-term component of derivative agreements .........ccccvuvveeeieeiciiiieeeeeecciiee e 12,154 13,342

Short-term component of derivative agreements .........ccceecvveeeeveeeecieeeeciee e e 9,404 10,258
21,558 23,600

Liabilities:

Embedded derivatives in electricity sales agreements ...........ccccouveeeieeiciiieee e, 1,311 2,640

AlUMINIUM NEAZES ..eeeceeiiie et et e e st e et e e st e e e esreeeensaeeernreeeans 1,310 1,786

CUTTENCY SWAPS -eeeteeteeeiaiitteeeeeaaitteeeesaaaareteteaeaeesanbeeeeeeeasanseteeeesaansnseaeeeesaanssneeeesasannnes 0 10,424

INTEIEST FAt@ SWAPS -eeeeiiiiiiiiiiee et e e e s e st e e e s e e e e e e s nnneeeeesenannee 20,416 0
23,037 14,850

Derivative financial instruments are divided as follows:

Long-term component of derivative agreements ..........cccvveeeieeeiciiiieee e s 2,685 11,538

Short-term component of derivative agreements ........cccccoccviiieeieeciiiieee e 20,352 3,312
23,037 14,850
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9. Liabilities
Interest bearing long-term debt is specified as follows by currencies:

31.03.2019 31.12.2018
Maturity Average Remaining Average Remaining
date interest balance interest balance
Liabilities in ISK ....coccveeviiiiieniee e 2019-2034 3.7% 261,052 3.7% 273,367
Liabilities in CHF ......oovvvvvienieeiieeieee, 2019-2022 0.0% 17,652 0.0% 20,849
Liabilities in EUR ....ccccvveviieeieecieeciieeieene 2019-2026 0.0% 285,954 0.0% 309,111
Liabilities iN USD ..ccceevcvevrieeniiiiieeieeae 2019-2035 3.9% 1,363,659 3.8% 1,397,554
1,928,317 2,000,881
Current maturities of long-term debt .......ccccooovviieiie i, (365,180) (192,302)
Total long-term debt ........oooiiiiiie e 1,563,137 1,808,579

Interest rates on the loans range between 0.0-5.0%. Nominal interest rates for the period were on average
3.6%, taking into account the state guarantee fee (2018:3.7%).

According to loan agreements, the maturities of long-term debt are as follows:

31.03.2019
1.4.2009-31.3.2020 .eoeeneiieeeieee ettt e et e et e e et e e e ettt e e e et—e e e abeaeeaa—eeeaetaaaeabaaeeabaeeeataaaeabaeeseeaaaeeeaaraaans 365,180
1.4.2020-31.12.2020 ..uevieeeiieeecieeeeeteeeeete e e et e e e e etteeesaae e e tae e e nteeearaee e e taeeeataeeanraeeataeeeeeanreeeanreaeans 22,741
2020 oo e e e e e—ee e e e ei—eeeebeeeea—aeeaa—teeaatteeeataeeeabeaeeatbeeeaatbaaeeeaatteeeateeeaantaeeaaares 215,292
0 PSS 163,158
20023 et eeeeteeeee—eeeeeei—eeeateeeeateeeaa—taeaatbeeeataeeeabeaeaatbeeeaatbeaeeeaatteeeateeeaantaeeanees 165,635
0 PSS 143,526
(I 1 (< S USSP UU R PUPPRON 852,785
1,928,317
10. Comparison of fair value and book value
31.03.2019 31.12.2018

Book Book
value Fair value value Fair value
Interest bearing long term liabilities ...........cccceeeeveeeneee. 1,928,317 2,076,267 2,000,881 2,146,307

Fair value of other financial instruments is equal to book value.

Fair value of interest bearing liabilities is calculated by discounting the expected cash flows with the underlying
currencies yield curve.

Interest rates are specified as follows: 31.03.2019 31.12.2018
Interest bearing liabilities IN ISK .....oocviiiiiiiii e s 1.0-1.1% 1.1-1.4%
Interest bearing liabilities other than in ISK ..o -0.7-2.6% -0.8-2.8%

Consolidated Interim Financial Statements of Landsvirkjun, March 31, 2019 14 Amounts in USD thousand



Notes, contd.:

11. Fair value classification
The table shows the level categorisation for items in the interim financial statements recognised at fair value.

Level 2 Level 3 Total

31/03/2019
Embedded derivVatiVes ...........cooiieeiei e 10,877 10,877
Other deriVatiVES .......eeiciii e 1,880 ( 14,236) ( 12,356)
Revaluation of property, plant and equipment .......cccccevieeriiieniiennennns 238,495 238,495
Shares in other companies 548 548
1,880 235,684 237,564

31/12/2018
Embedded derivatiVes ........ccouiiiiriiieiieeeicc e 4,034 4,034
Other deriVatiVES .....occuvveieee ettt e e e 8,982 ( 4,266) 4,716
Revaluation of property, plant and equipment .........cccoevveiiiniieeinneenn. 241,338 241,338
Shares in other COMPAaNIes .....c.covvierieriiiieere e 685 685
8,982 241,791 250,773

12. Other matters

At the annual general meeting at April 4, 2019 the payment of dividends to owners in the amount of ISK 4.2
billion or USD 35.7 million was approved.

The Board agreed to a proposal in March to allocate the Company’s shares in Farice ehf. and Neydarlinan ohf. to
its shareholders. The holding amounts to 33.2% of issued shares in Farice and 7.9% of issued shares in
Neydarlinan. The proposal was agreed during the AGM in April. The holdings in Farice and Neydarlinan are
classified according to IFRS 15 as assets held for sale. The assets are valued in accordance with the standard as
the lower of the carrying amount and the fair value less cost to sell. The carrying amount of the assets at the
reporting date is USD 10.5 million.

The Icelandic Minister of Tourism, Industry and Innovation, has appointed a workgroup to lead discussions on
the State’s purchase of Landsnet hf. Landsnet operates the Icelandic transmission system and control of power
systems. Landsvirkjun owns 64.7% of Landsnet. According to the Minister the aim is for the workgroup to
complete its task before the end of the year 2019.
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