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Operating summary

2021 2020 2019 2018 2017
1.1.-30.6. 1.1.-30.6. 1.1.-30.6. 1.1.-30.6. 1.1.-30.6.
Amounts are at each years price level in ISK millions

REVENUES ...t 26.023 24.272 23.502 23.167 21.612
EXPENSES ... ( 9.146) ( 9.879) ( 9.571) ( 8.626) ( 8.063)

thereof energy purchase and distribution ....................... ( 2.951) ( 2.824) ( 2.870) ( 3.112) ( 2.898)
EBITDA .. 16.877 14.393 13.931 14.541 13.549
Depreciation ..o i ( 6.655)( 6.284)( 5.728)( 4.616)( 4.706)
E BT e 10.222 8.109 8.203 9.926 8.842

Cash flow statement:

Received interest income ..........ccccoooiiiii 47 174 207 99 124
Paid interest eXpense ..........ccocoeiieeniieniee i ( 2383)( 2655)( 2726)( 2267)( 2.013)
Net cash from operating activities ..........cccccoveeiiiicinnnen. 14.624 12.520 13.330 10.988 12.652
Working capital from operation ............ccccoiiiiiiiiiiniiine 12.471 11.164 10.027 12.048 11.707
Liquid funds 30.6.2021  30.6.2020  30.6.2019  30.6.2018  30.6.2017
Deposits and marketable securities ...........c.ccceecvvvereeeenn. 11.723 13.091 7112 6.259 4127
Cash and cash equivalents ..........cccccoeeiviiiinici i 24.256 15.097 14.912 10.917 14.151
Undrawn credit INeS .........ccceeeiiiieiiiiie e 10.027 9.000 9.900 10.000 9.000
Liquid funds total .........c.ceeiiiiiiinie e 46.007 37.187 31.924 27.176 27.278
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Endorsement by the Board of Directors and the CEO

Orkuveita Reykjavikur (OR) is a partnership that complies with the Icelandic law no.136/2013 on the founding of the
partnership Orkuveita Reykjavikur. The Group provides services through its subsidiaries that operate power plants,
distribute electricity, hot water and cold water, operates the sewage systems in its service area as well as a fiber optic
system in its service area.

The condensed consolidated interim financial statements for the period 1 January to 30 June 2021 are prepared in
accordance with the International Financial Reporting Standard IAS 34 Interim financial reporting . The interim financial
statements comprise the condenced consolidated interim financial statements of OR and subsidiaries..

Profit of operations of the Group for the period 1 January to 30 June 2021 was ISK 8.830 million (1.1.-30.6.2020: Loss
ISK 900 million). Comprehensive income for the period 1 January to 30 June 2021 was ISK 7.115 million (1.1.-
30.6.2020: ISK 6.497 million). According to the statement of financial position the Group's assets were ISK 395.202
million at the end of the period (31.12.2020: ISK 394.164 million). Book value of equity at the end of the period was ISK
195.241 million (31.12.2020: ISK 188.126 million), resulting in equity ratio of 49,4% (31.12.2020: 47,7%).

At the beginning of the year and at the end of the period the Company’s shareholders were the following three
municipalities:

Share
R E= NV LU L4 oo (e PP P SPP 93,539%
F (= (=T = 1B o] ¢= Lo U | SRR 5,528%
Lo o =11 0)Y/e o [o JU SRR PR 0,933%

Statement of the Board of Directors and the CEO

According to the best knowledge of the Board of Directors and the CEO of Orkuveita Reykjavikur, the condenced
consolidated interim financial statements are in accordance with the international financial reporting standard I1AS 34
on interim financial reporting. It is the opinion of the Board of Directors and the CEO that the interim financial
statements give a fair view of the Group’s assets, liabilities and financial position 30 June 2021 and the Group’s
operating return and changes in cash and cash equivalents in the period 1 January to 30 June 2021.

The Board of Directors and the CEO of Orkuveita Reykjavikur hereby confirm the Group's condenced consolidated
interim financial statements for the period 1 January to 30 June 2021.

Reykjavik, 23 August 2021.

The Board of Directors:

Brynhildur Davidsdottir
Gylfi Magnusson

Sigridur Rut Jaliusdottir
Bjérn Gislason

Eypor Laxdal Arnalds
Valgardur Lyngdal Jonsson

CEO:

Bjarni Bjarnason
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Independent Auditor's Review Report

To the Board of Directors and owners of Orkuveita Reykjavikur.

We have reviewed the accompanying condensed consolidated statement of financial position of Orkuveita
Reykjavikur as at June 30, 2021, the operating summary and key financial ratios, the condensed consolidated
income statement, statement of comprehensive income, changes in equity and cash flows for the six-month period
then ended, and notes to the interim financial information.

The Board of Directors and the CEO are responsible for the preparation and presentation of this condensed
consolidated interim financial information in accordance with IAS 34 Interim Financial Reporting. Our responsibility
is to express a conclusion on this condensed consolidated interim financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410 Review of
Interim Financial Information Performed by the Independent Auditor of the Entity. A review of interim financial
information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed consolidated interim financial information is not prepared, in all material respects, in accordance with
IAS 34 Interim Financial Reporting .

Reykjavik, 23 August 2021.

Grant Thornton endurskodun ehf.

David Arnar Einarsson
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Income Statement
1 January to 30 June 2021

Operating revenue ..........cccccceeeeeeeivenen...
Sales profit .....ccceevviiiiii
Total revenue

Energy purchase and distribution ............
Salaries and salary related expenses .....
Other operating expenses ...........ccccc.......

Operating expenses, total

EBITDA ...

Depreciation and amortisation ................

Results from operating activities .........

Interest iNCOMeE ........ovvvvvviiiiiiiiiiiiiieeiieiee
Interest expenses .......c.cccoeciiiiiiiiiiiiins
Other income (expenses) on

financial assets and liabilities ........

Total financial income and expenses

Share in profit (loss) of
associated companies ....................

Profit (loss) before income tax

INCOME taX ...cooevvveeeeeeeeeeee e

Profit (loss) for the period

The notes on pages 12 to 20 are an integral part of these Consolidated Interim Financial Statements.

Notes

2021 2020 2021 2020
1.4.-30.6. 1.4.-30.6. 1.1.-30.6. 1.1.-30.6.
12.259.464 11.006.653 25.999.594  24.271.975
14.819 0 23.311 0
12.274.282 11.006.653 26.022.905  24.271.975

( 1.267.098) ( 1.264.680) ( 2.951.356) ( 2.824.423)
( 2.071.162) ( 2.193.711) ( 3.958.006) ( 3.962.024)
( 1.312.304) ( 1.702.153) ( 2.236.690) ( 3.092.554)
( 4.650.565) ( 5.160.545) ( 9.146.052) ( 9.879.001)
7.623.718 5.846.108 16.876.853  14.392.973

( 3.319.078) ( 3.203.338) ( 6.655.129) ( 6.283.817)
4.304.640 2.642.770 10.221.724 8.109.156
44.269 74.430 87.258 159.146

( 2.410487) ( 2.175.319) ( 4.231.537) ( 3.772.091)
2.319.857 1.916.642 6.406.310 ( 8.149.103)

( 46.361) (  184.247) 2.262.031 ( 11.762.048)
9 2.346 3.967) 4.137

4.258.288 2.460.869 12.479.788 ( 3.648.755)

( 1.359.890) ( 713.160) ( 3.649.929) 2.749.077
2.898.399 1.747.709 8.829.859 (  899.678)

Condenced Consolidated Interim Financial
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Statement of Comprehensive Income
1 January to 30 June 2021

2021 2020 2021 2020
1.4.-30.6. 1.4.-30.6. 1.1.-30.6. 1.1.-30.6.
Profit (loss) for the period ..........ccceeeeiviiiiiieeeeeee e, 2.898.399 1.747.709 8.829.859 (  899.678)

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

TranSIation AIffEreNCe . .........vvveeeveeeeeeeeeeeeeeeeeeeeeeeeeseeeeee ( 1.327.146) ( 1.422.022) ( 1.714.871)  7.396.431
( 1.327.146) ( 1.422.022) ( 1.714.871)  7.396.431

Other comprehensive income, after taxes ...........ccccoee..... ( 1.327.146) ( 1.422.022) ( 1.714.871) 7.396.431

Total comprehensive income for the period  1.571.253 325.687 7.114.988 6.496.753

The notes on pages 12 to 20 are an integral part of these Consolidated Interim Financial Statements.
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Statement of Financial Position

30 June 2021

Assets

Property, plant and equIpmMeENt ...........oovviiiiiiiiiiiiiiieieeeeeeeeeeee e
INtANGIDIE @SSELS ... e
RiIght-0f-USE @SSELS .....cciiiiiiiiiiiiiie e
Investments in associated COmMPaNIes ..........ccoooiiiiiiiiiiii i
Investments in other cCompanies ...
Hedge CONFaCtS ..o
Deferred tax @SSELS ....oooiiiii i s

INVENTOTIES .. e e
Trade reCeIVADIES .......ooo it a e
Embedded derivatives in electricity sales contracts .....................cccc
Hedge CONEFaCtS ..ot
Other reCeivabIEs .........cooiiiiiii e e
Prepaid EXPENSES ......eiiiiiiiiiiii ettt e e e e e e e e e e e e aea e e aannas
Deposits and marketable securities ..........ccccceiei
Cash and cash equIvalents ............coceviiiiiii e

Total current assets

Total assets
Equity
Revaluation reSErVe ...........oooiiiiiii e
EQUILY FESEIVE ...t a e e e
DeVvelOpPMENT FESEIVE .......oviiiiiiiiiiiieiiieeeeee ettt eeeeeeseeeeseaeee
Fair ValUE FESEIVE ......coiiiiiie e a e
Translation MESEIVE ..........uviiiiiii e
Retained arnings ...

Total equity
Liabilities
[0 T=T =T Lo oo 4 o 1Y T o 1=
Lease labilities ........oooiieiieeie e
Pension lability ............oueeiiuiiiiiiiiieeeeee e
Embedded derivatives in electricity sales contracts .............cccccoiiii.
[ [=Te (o[- N oo o1 i = To £ T PPN
Deferred tax liabilities .........c..oeeiiiiii e

ACCOUNES PAYADIE ...
Loans and DOMTOWINGS ........ueeeiiiiiee ettt e e e e e
Lease labilities .........oooiuieiiiiiie e
Embedded derivatives in electricity sales contracts .............cccccoiiii.
[ [=To (o T= N oo o1 i = To £ T PPN
Deferred reVENUE ...t a e e
Current tax ability ..........coooiiiiiie e
Other current llabilities ...........coooi e

Total current liabilities

Total liabilities

Total equity and liabilities

The notes on pages 12 to 20 are an integral part of these Consolidated Interim Financial Statements.

30.6.2021 31.12.2020
334.844.277 337.493.229
2.875.697 2.837.133
2.588.211 2.590.642
77.423 81.389
5.922.680 5.922.680
6.064 509.904
3.727.404 6.675.003
350.041.755 356.109.980
1.298.902 1.249.674
6.549.930 5.439.828
611.927 0
42.772 45.399
396.018 404.863
281.863 227.706
11.722.962 14.866.902
24.256.274 15.820.051
45.160.646 38.054.423
395.202.401 394.164.403
87.550.557 89.478.008
64.042.483 60.207.208
164.625 108.308
5.467.000 5.467.000
3.188.967 4.903.838
34.827.344 27.961.627
195.240.976 188.125.988
153.842.947 152.350.925
2.445.352 2.472.960
639.574 659.027
1.106.442 4.907.730
579.250 571.981
14.262.518 14.662.897
172.876.083 175.625.520
2.216.816 2.822.579
14.807.712 19.349.528
169.564 167.953

0 1.048.651

1.163.144 846.690
2.068.149 541.288
1.022.391 1.847.570
5.637.567 3.788.635
27.085.342 30.412.895
199.961.426 206.038.415
395.202.401 394.164.403

Condenced Consolidated Interim Financial
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Statement of Changes in Equity
1 January to 30 June 2021

Develop- Fair
Revaluation Equity ment value Translation Retained Total
reserve reserve reserve reserve reserve earnings equity

1.1.- 30.6. 2021
Equity at 1 January 2021 .........ccooiiiiiiiie e 89.478.008 60.207.208 108.308  5.467.000 4.903.838 27.961.627 188.125.988
Translation difference ...........ccoceiiiiiiii ( 1.714.871) ( 1.714.871)
Profit for the period .........ccuveeiiiiii e 8.829.859 8.829.859
Total comprehensive iNCOME ...........coeviiiiiiiiiiiisee e 0 0 0 0 ( 1.714.871) 8.829.859 7.114.988
Depreciation transferred to retained earnings .........c.....ccccvveeee.n. ( 1.927.451) 1.927.451 0
Share in profit of subsidiaries and

associates transferred to equity reserve ............ccccocveeeeieiieinnns 3.835.276 ( 3.835.276) 0
Transfer to development reserve ... 56.317 ( 56.317) 0
Equity at 30 JuNe 20271 ... 87.550.557 64.042.483 164.625  5.467.000 3.188.967 34.827.344 195.240.976
1.1.- 30.6. 2020
Equity at 1 January 2020 .........cccceiiiriiiiniee e 93.186.474 48.585.813 0 4.760.587 2.411.820 33.354.772  182.299.466
Translation difference ...........ccccoiiiiiii e 7.396.431 7.396.431
Loss for the Period ...........oooi i ( 899.678) ( 899.678)
Total comprehensive iNCOME ..........cccooeiiiiiiiiiiie e 0 0 0 0 7.396.431 ( 899.678) 6.496.753
Depreciation transferred to retained earnings ..........c.cccoceveeiinneen. ( 1.812.277) 1.812.277 0
Share in profit of subsidiaries and

associates transferred to equity reserve ..........ccccocceivieiiiinin. 5.297.063 ( 5.297.063) 0
Equity at 30 JUNE 2020 .......cocueiiiiiiieeeee e 91.374.196 53.882.876 0 4.760.587 9.808.250 28.970.309 188.796.218

The notes on pages 12 to 20 are an integral part of these Consolidated Interim Financial Statements.
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Statement of Cash Flows
1 January to 30 June 2021

2021 2020
1.1.-30.6. 1.1.-30.6.
Cash flows from operating activities
Profit (I0ss) for the Period ...........occevi i 8.829.859 ( 899.678)
Adjusted for:
Financial income and EXPENSES ..........eiiiriiieiiiiie et 2.262.031) 11.762.048
Share in P/L of @SSOCIAES .......cccoiiiiiiiiiie e 3.967 ( 4.137)
INCOME 18X ..t e e 3.649.929 (  2.749.077)
Depreciation and amortisation ..........ccccocociiiiiei i 6.655.129 6.283.817
Profit from sale of property, plants and equipment ............cccooooiiiiiincie 23.311) 0
Pension liability, Change ............ooiiiiii e 19.453) ( 77.524)
Working capital from operation before interest and taxes 16.834.089 14.315.450
INVENLONIES, INCIEASE ...ttt 49.228) ( 247.766)
CUrrent assets, INCrEASE ........cccccuuiiiiie e a e 1.145.838) ( 954.656)
Current liabilities, INCIEASE ........oeieeiieeee e 2.556.734 2.608.761
Cash generated from operations before interests and taxes 18.195.757 15.721.788
Received interest iNCOMEe ... 46.589 173.874
Paid interest EXPENSES ........uvviiiiiie e 2.383.390) ( 2.655.299)
Dividend reCEIVEA ...t e e e e eeaa e 120.972 87.596
Payments due to other financial income and expenses ...........ccccccceveeeeeeininenen. 480.028) ( 5.597)
Paid T8XES .. eeiieii i 876.204) ( 802.023)
Net cash from operating activities 14.623.696 12.520.340
Cash flows from investing activities
Acquisition of property, plant and equipment ............cccciiii 7.595.892) (  7.294.127)
Acquisition of intangible assets .........ccccco i 232.763) ( 316.030)
Proceeds from sale of property, plant and equipment ...........ccccce i, 40.014 0
Change iN dEPOSIES .....ccoeeiiiiiieee e e 6.500.000 ( 2.500.000)
Change in marketable Securities ..........c.cceviiiiiiiii e 3.043.615) ( 131.249)
Net cash used in investing activities (  4.332.256) ( 10.241.406)
Cash flows from financing activities
Proceeds from NEW DOIMOWINGS .......coooiiiiiiiiiieeiiiee e 10.140.811 11.449.064
Repayment Of DOITOWINGS ........coiioiiiiiiiie e 11.711.537) ( 7.629.318)
Payments of currency hedges ........ccoooriiiiiiiiiiii e 0 90.757
Repayment of lease liability ..........ccccooiiiiiiiii e 57.297) ( 56.170)
Net cash used in financing activities (  1.628.023) 3.854.332
Increase in cash and cash equivalents ............cccconriiiiincnnncin s 8.663.417 6.133.266
Cash and cash equivalents at year beginning .........cccccccmiriiiccccerneniscsccsneneens 15.820.051 8.657.025
Effect of currency fluctuations on cash and cash equivalents .................... 227.194) 306.371
Cash and cash equivalents at the end of the period .......ccccccoevvccireriniicnnes 24.256.274 15.096.662
Investments and financing without payment effects:
Acquisition of property, plant and equipment ............cccccoiiiiii 665.776 240.235
Current liabilities, Change ........c..cooiiiiiii e 665.776) ( 240.235)
Other information:
Working capital from operation ...........cccoiiiiiiiiiiec 12.471.335 11.163.989

The notes on pages 12 to 20 are an integral part of these Consolidated Interim Financial Statements.

Condenced Consolidated Interim Financial
Statements of Orkuveita Reykjavikur 30 June 2021

11

Amounts are in ISK thousand



Notes

1. Reporting entity

Orkuveita Reykjavikur "OR" is a partnership that complies with the Icelandic law no. 136/2013 on Orkuveita
Reykjavikur. OR's headquarters are at Baejarhals 1 in Reykjavik. OR's condenced consolidated interim
financial statements include the interim financial statements of the parent company and its subsidiaries,
(together referred to as "the Group") and a share in associated companies. The consolidated interim financial
statments of Orkuveita Reykjavikur is a part of the consolidated interim financial statements of Reykjavik city.

The Group provides services through its subsidiaries that operate power plants, distribute electricity, hot water
and cold water, operates the sewage systems in its service area as well as a fiber optic system in its service

area.
Share

Subsidiaries in the Group Main operations 30.6.2021 31.12.2020

Gagnaveita Reykjavikur ehf. Data transfer 100% 100%
OR Eignir ohf. Holding company 100% 100%
Veitur ohf. Distribution of electricity and hot water 100% 100%
Orka natturunnar ohf. Sale of electricity 100% 100%
ON Power ohf. Sale of electricity 100% 100%
OR Vatns- og fraveita sf. Cold water and sewage 100% 100%
CarbFix ohf. Consulting, researches and innovation 100% 100%

2. Basis of preparation

a. Statement of compliance

These condenced consolidated interim financial statements have been prepared in accordance with
international Financial Reporting Standard IAS 34 Interim Financial Reporting. They do not include all of the
information required for a complete set of consolidated annual financial statements and should be read in
conjuction with the consolidated financial statements of the Group for the year ended 31 December 2020.
Same accounting principles are applied as for the year 2020. The annual financial statements can be found at
the company's web site; www.or.is and at the web site of the Icelandic Stock exchange market;
www.nasdagomxnordic.com.

The consolidated interim financial statements were approved by the Board of Directors on 23 August 2021.

b. Functional and presentation currency
The consolidated interim financial statements are presented in Icelandic kronas, which is the Company’s
functional currency. All financial information has been rounded to the nearest thousand unless otherwise
stated.

c. Basis of measurement
The consolidated interim 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, derivative agreement, 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 38 with the consolidated
financial statements for the year ended 31 December 2020.

d. Foreign currency

i  Trade in foreign currencies
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.

Condenced Consolidated Interim Financial
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Notes

2. Basis of preparation, contd.
d. Foreign currency, contd.

ii  Subsidiary with other functional currency than the Icelandic krona
Assets and liabilities in the operations of a company of the group that has USD as its functional currency are
translated into Icelandic kronas at the rate of the reporting date. Income and expenses of this operation is
calculated into Icelandic kronas at the average exchange rate of the period. 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.

e. Use of estimates and judgements
The preparation of the consolidated interim 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.

3. Operation and revenue recognition of Group's components

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.

Products and services Nature, timing of revenue recognition and payments terms

a. Electricity ON Power ohf. and Orka nétturunnar 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.

b. Hot water ON Power, Orka nattarunnar 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.
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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

c. Cold water OR Water and Sewage 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.

d. Sewer system OR Water and Sewage 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.

e. Other revenues Gagnaveita Reykjavikur 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 Post and Telecom Administration. Orkuveita Reykjavikur the parent
company operates rental of housing and equipment, incidental sale of
specialist consultancy services and more. 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 recevables
from other revenues generally have a 30 day grace period.

4. Revenues from sales of goods and services
The Group's income from sales of goods and services is specified as follows:

2021 2020
1.1.-30.6. 1.1.-30.6.

[ 1=Tox (5 o7 1 PRSP 10.804.399 9.864.782
HOE WALET ...t e e e e e eaaaaes 7.861.984 7.350.457
(070] [0 VY- =Y U PPUPRP 1.741.216 1.689.568
SEWET SYSEEM ...ttt e et e e st e e ettt e e e et e e e eneee e e nnaeeeenes 2.985.906 2.890.121
Other FEVENUES.......ceieiiiiiiiee et 2.629.399 2.477.046

Revenues from sales of goods and services total 26.022.905 24.271.975
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Segment reporting, contd.

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 Carbfix. The parent company's main activities is providing service to
subsidiaries, rental of housing and equipment, incidental sale of specialist consultancy services and more. Reykjavik fiber network represents the fiber optic operations
and Carbfix is 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 38 with the consolidated financial

statements for the year ended 31 December 2020.

Business segments - divisions Energy sale Other Adjust-

1.1.- 30.6. 2021 Utilities and production Operation ments IFRS 16* Total
EXternal reVeNnUE ..........ccccoviviiiieiiiie e 16.357.189 7.907.342 1.758.374 0 26.022.905
Inter-segment reVeNUE .........ccccoiiiiiiiiiiic e 1.765.116 4.136.662 4.299.071 ( 10.200.849) 0
Total SEgMENL FEVENUE .......eevivieiiiiiiiiee e 18.122.304 12.044.004 6.057.445 ( 10.200.849) 26.022.905
Segment operation EXPENSES .......ccveeveeeieiiiiiiiiie e ( 8.970.632) ( 5.902.807) ( 4.596.545) 10.200.849 123.084 ( 9.146.052)
Segment profit EBITDA ......ooiiiiiieee e 9.151.672 6.141.197 1.460.900 0 123.084 16.876.853
Depreciation and amortisation .............cccoeeeiiiiiii i, ( 2.912.962) ( 2.727.822) ( 952.779) 0 ( 61.566) ( 6.655.129)
Segment results, EBIT .......occcoiiiiiiiiiieeee e 6.238.711 3.413.375 508.121 0 61.518 10.221.724
Financial income and exXpenses ..........ccccceeeeeeveiieieeeeeee e, ( 2.517.260) ( 2.781.364) 2.136.740 5.461.866 ( 37.952) 2.262.031
Share in profit of associated companies ..............cccevveeeen.. 0 0 ( 3.967) 0 ( 3.967)
INCOME £8X ..eeiiiiiiiiiiiee e ( 504.825) ( 132.927) ( 949.654) ( 2.053.662) ( 8.861) ( 3.649.929)
Profit for the period ...........occceeiiiiiii e 3.216.626 499.084 1.691.240 3.408.204 14.705 8.829.859
1.1.- 30.6. 2020

External revenue ..o 15.755.996 7.002.944 1.513.034 0 24.271.975
Inter-segment reVENUE ...........ccevevieeeeeiiiiiieiee e 1.923.786 5.510.775 3.600.681 ( 11.035.242) 0
Total SEgMENL FEVENUE .......eevivieiiiiiiiiieee e 17.679.782 12.513.719 5.113.716 ( 11.035.242) 24.271.975
Segment operation EXPENSES .......ccveeveeeieiiiiiiiiee e ( 9.462.904) ( 7.092.240) ( 4.477.645) 11.035.242 118.546 ( 9.879.001)
Segment profit EBITDA ......ooiiiiiiee e 8.216.878 5.421.479 636.070 0 118.546 14.392.973
Depreciation and amortisation ............cccoeoeiiiiiiiiiiiiiiiien. ( 2.864.597) ( 2.453.734) ( 907.121) 0 ( 58.366) ( 6.283.817)
Segment results, EBIT .......occcoiiiiiiiiiiee e 5.352.281 2.967.745 ( 271.051) 0 60.180 8.109.156
Financial income and exXpenses ..........ccccceeeeevciieieeeeee e e ( 1.791.053) ( 335.684) ( 3.862.388) ( 5.735.852) ( 37.072) ( 11.762.048)
Share in profit of associated companies ..............cccccvveeeen.. 0 0 4137 0 4137
INCOME £8X ..eeiiiiiiiiiiiee e ( 439.684) ( 518.790) 1.559.377 2.156.862 ( 8.689) 2.749.077
Profit (loss) for the period ...........ccceeiiiiiiiie e 3.121.544 2.113.271 ( 2.569.924) ( 3.578.989) 14.420 ( 899.678)

Segment reporting as used by management does not take into account the guidance of IFRS 16.
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Segment reporting, contd.

Business segments - divisions, contd.

Balance sheet (30.6.2021)
Property, plant and equipment and intangible assets ...........
Right-0f-Use aSSets .........ccooeiiiiieiiiiiie e,

Other assets

Loans and bOorrowWings ......cccoeeveeiiiiiee
Lease liabilities ........oouuiiiiiiiiiiiiiiiiiiieeeeeeee e
Other liabilities ........cccvviiiieeceecee e

Investments

1.1.-30.6.2021

Property, plant and equipment and intangible assets ...........

Balance sheet (31.12.2020)
Property, plant and equipment and intangible assets ...........
Right-0f-Use aSSets .........coooiiiiiieiiiiiiee e,

Other assets

Loans and bOrrowings ......cccoeeveeiiiiieii,
Lease liabilities ........couviiiiiiiiiiiiiiiiiiieeeeeee e
Other liabilities ........cccvviiiiee e

Investments

1.1.-30.6.2020

Property, plant and equipment and intangible assets ...........

Utilities

172.341.020

21.854.684

64.158.723

15.402.600

4.346.403

170.907.579

17.299.445

63.350.425

13.438.843

3.959.992

Energy sale
and production

129.651.842

10.209.623

56.529.694

9.807.438

888.583

134.658.796

9.017.863

59.115.637

9.820.903

2.058.659

Other
Operation

35.727.112

184.812.822

168.650.658

43.871.932

1.927.892

34.763.987

180.282.563

171.700.453

37.631.920

1.351.271

Adjust-
ments

0

161.982.912)

120.688.417)

40.386.119)

0

155.356.472)

122.466.062)

29.194.617)

IFRS 16*

2.588.211

2.614.916

2.590.642

2.640.913

Total

337.719.974
2.588.211
54.894.217

395202401

168.650.658
2.614.916
28.695.852

199.961.426

7.162.879

340.330.362
2.590.642
51.243.399

394.164.403

171.700.453
2.640.913
31.697.049

206.038.415

7.369.922
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6. Financial income and expenses

2021 2020
1.1.-30.6. 1.1.-30.6.
Financial income and expenses are specified as follows:
INEErEST INCOME ..ot e e e e e e e e e s b e e e eaeesaennns 87.258 159.146
Interest expense and paid iNdeXation ............cccviiriiiie e ( 1.988.636) ( 2.289.046)
INAEXALION .. ..ottt a e e e earaes ( 1.970.431) ( 1.157.369)
Guarantee fee t0 OWNEIS 1) ... e ( 272.469) ( 325.676)
Total INtErest EXPENSES .......uuii e ( 4.231.537) ( 3.772.091)
Fair value changes of embedded derivatives in electricity sales contracts .............. 5.461.866 ( 5.737.480)
Fair value changes of financial assets and financial liabilities through P/L ............. 312.444 644.571
Fair value changes of hedge contracts ...........cc.ccooceeeiiiiie e ( 830.190) ( 195.717)
HEAQE CONLIACES ......c.eviieiiee e ( 474.266) 90.757
Foreign exchange diffEere€nCe .............ooooviiiiiiiiiiie e 1.815.485 ( 3.038.830)
DIVIAENAS ..ottt 120.972 87.596
Total of other income (expenses) on financial assets and liabilities ........................ 6.406.310 ( 8.149.103)
Total financial iINCOME and EXPENSES .......ooiiiiiiiiiiiiiiee e 2.262.031 ( 11.762.048)

1) The Group paid a guarantee fee to current and former 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 Orkuveita
Reykjavikur in 2005. The fee on yearly basis for its licensed operations is 0,81% (2020: 0,85%) and 0,60%
(2020: 0,61%) regarding loans due for operations in the open market. The guarantee fee is calculated on total
loans quarterly. The guarantee fee amounted to ISK 272 million in the period 1 January to 30 June 2021 (1.1.-
30.6.2020: ISK 326 million) and is accounted for among interest expenses.

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 38 with the financial statements of the Group for the year 2020.
Change in fair value that is recognized in the income statement amounts to ISK 4.944 million income in the
period 1 January to 30 June 2021 (1.1.-30.6.2020: expence 5.289 million). Fair value changes on financial
assets and liabilities defined at level 3 amounts to ISK 5.462 million income in the period 1 January to 30 June
2021 (1.1.-30.6.2020: expence ISK 5.737 million).

7. Receivables and deferred revenue
The balance of trade receivables and deferred revenue changes considerably between periods since income is
collected evenly but actual usage fluctuates significantly between periods. Also, billing for cold water and
sewage is done in the first nine months of the year but income disbursed evenly over the year. Recognition of
income is subject to usage and deliverance of the service in accordance with accounting standards.
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8. Fairvalue
Comparison of fair value versus carrying amounts
The carrying amounts of financial assets and financial liabilities is equal to their fair value with the exeption 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:

30.6.2021 31.12.2020
Carrying Fair Carrying Fair
amount value amount value
Interest-bearing liabilities ..............ccccoeiiiiiic 168.650.658 179.709.526 171.700.453 183.772.703

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.

Interest rates used for determining fair value
Where applicable, the interest yield curve at the reporting date is used in discounting estimated cash flow. The
interests are specified as follows:

30.6.2021 31.12.2020
Embedded derivatives in electr. sales contr. ........ 9,56% to 11,15% 9,58% to 10,72%
Hedge contracts .........ccceeciviiiiie e 0,1% to 0,2% -0,6% to 0,2%
Interest bearing 10ans ..........cccooooeeeeiie i 0,27% t0 5,23% 0,45% to 3,32%

Sensitivity analysis on effect of change in interest rates, currency and price of alumnium are shown in note 28 in
the financial statements of the Group for the year 2020. It is recommended to take into consideration this note
while reading the interim financial statements for the current period since change in these presumptions can
have considerable effect on certain amounts in the interim financial statements.

Fair value hierarchy

The table below analysis financial instruments carried at fair value, by valuation method. The different levels
have been defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets and liabilities.

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.

30.6.2021 Level 1 Level 2 Level 3 Total
Shares in companies .........ccococeeevciiiiniee e 0 0 5.922.680 5.922.680
Embedded derivatives in sales contracts .............. 0 0 ( 494.515) ( 494.515)
Hedge contracts .........cccecveeenienicien e 0 ( 1.693.559) 0 ( 1.693.559)
Marketable securities ..........ccccoiveeeiniiciiiieeeee, 11.722.962 0 0 11.722.962

11.722.962 ( 1.693.559) 5.428.165 15.457.567

31.12.2020

Shares in companies .........ccocceeeviiiiiniee e 0 0 5.922.680 5.922.680
Embedded derivatives in sales contracts .............. 0 0 ( 5.956.381) ( 5.956.381)
Hedge contracts .........ccoceeveiiiiiiiiiieeec e 0 ( 863.369) 0 ( 863.369)
Marketable securities ............cccocvveriiiiieiiiiiien, 8.366.902 0 0 8.366.902

8.366.902 ( 863.369) ( 33.701) 7.469.833
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9. Related parties
Definition of related parties
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.

Transactions with related parties
The parties mentioned here above have had transactions with the Group within the period. Terms and conditions
of these transactions were equivalent with transactions with unrelated parties.

The following gives an overview of the transactions with related parties during the period 1 January to 30 June
2021 as well as a statement of receivables and payables at the end of the period. Transactions and positions
with subsidiaries are eliminated in the interim financial statement, therefore that information is not provided. This
information does not include sale of conventional household supplies to the related parties.

2021 2020
1.1.-30.6. 1.1.-30.6.

Sale to related parties:
(R3S E= A7 1S O 1 2SSO 1.231.669 1.108.094
Institutions and companies controlled by Reykjavik City............c.cccoeciiiiieeeeiiine. 425.621 375.687
F o o (= J PR 1.040 0

1.658.330 1.483.781

Purchases from related parties:

REYKJAVIK CitY ... i 55.788 33.607
Institutions and companies controlled by Reykjavik City........c...ccceviriiiiniineineenn. 79.805 23.001
ASSOCIALES. ...ttt e e e e e e e e e e e e neeeaaaean 34.041 29.932
169.633 86.541
30.6.2021 31.12.2020
Receivables for related parties:
REYKJAVIK City ... .eiieiieiie ettt e e 48.577 167.785
Institutions and companies controlled by Reykjavik City..........ccccoeeiviiiiiniiciinneenn. 3.457 38.605
52.034 206.389
Payables for related parties:
REYKJAVIK CitY ... i 146.797 11.105
Institutions and companies controlled by Reykjavik City............c.ccooecvviiiieeieiiinen. 7.716 0
F N T o Yol = L (=TT RO 587 6.994
155.099 18.099

Interest bearing loans from owners of the parent Company:

REYKJAVIK CILY ..eeeeiie ittt ettt ettt et e b saeeeanee 0 3.321.522
AKIANES TOWN ... e s 0 196.296
Borgarbyggd, municipality ... 0 33.130

0 3.550.949

2021 2020
1.1.-30.6. 1.1.-30.6.

Interest expense on loans from owners of the parent Company:
REYKJAVIK CLY ..ttt et 287.312 486.445
AKFENES TOWN ...ttt ettt b et e e et et e e s n e 19.508 29.046
Borgarbyggd, MUNICIPANILY .......cooiiiiiiii i 1.766 4.852
308.587 520.342

Guarantee fee to owners

OR paid a guarantee fee to Reykjavik 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
6.
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10. Other matters

Derivative contracts in default

Among other current liabilities are derivative contracts accounted for that are in default. In previous periods ISK
740 million have been expensed. The contracts have not been settled due to great uncertainties on how to settle
them and Orkuveita Reykjavikur was sued regarding the claims. At the beginning of July 2020, the Reykjavik
District Court ruled in favor of Glitnir HoldCo ehf. and judged Orkuveita Reykjavikur to pay Glitnir HoldCo ISK
747 million plus interests. As at 31.12.2020, the amount with penalty interest is ISK 3.238 million.

It is the opinion of the management that there is not a reason to change the precautionary entry in question. The
agrument beeing that the final ruling has not been cast. The court does not seem to have taken into account
Orkuveita Reykjavikur's views in the case and the company has therefore instructed its lawyer to appeal the
judgment of the Reykjavik District Court to the National Court. No payments will be made until the final decision
of the courts is available, whether it is before the National Court or the Supreme Court.

Repair at headquarters

At the end of August 2015, severe water damage occurred at the company's headquarters on Baejarhals 1. From
the beginning, the actions of OR's management haas been aimed at creating adequate working conditions for
employees. Experts have been consulted in all main decisions. Attempts have also been made to find the most
sensible ways to remedy the damage and also to dig into its causes. In 2017, the building was closed and
operations relocated. It was decided to go into a detailed options analysis and look at the possibilities that were
in the situation. The result was to remove the defective walls of the house, repair it and rebuild the walls. OR has
entered into a construction contract for the renovation of the building with istak and work on the construction has
already begun. The renovation period will be approximately 22 months and the construction contract with istak is
around ISK 1,580 million.

Water damage at Vatns- og fraveita

A water main was rubted on 21 January 2021 during Vatns- og fraveita's repair by Sudurgata in Reykjavik. The
rubtion resulted in a great flood of water streaming into the buildings of the University of Iceland. The damage
has been reported to the insurance companies of Vatns- og fraveita, consultants and contractors. A damage
assessment has not been carried out or an assessment of liability. Vatns- og fraveita has a free liability
insurance that covers liability that falls on the company. The terms of that insurance prescribe about ISK 5
million deductible and 50% of the amount of damage thereafter. The ceiling of the insurance is ISK 300 million.

Litigation and claims

Gagnaveita Reykjavikur submitted a claim on Mars 5th 2019 to Siminn hf. demanding compensation for damage
allegedly suffered as a result of violation of the Media Act, which was the subject of Decision published by the
Post and Telecom Administration on July 3 th 2018. The claim amounts to ISK 1.3 billion for loss of income,
accrued cost and interest. A formal response was requested from Siminn. On March 19th 2019 a response
came from Siminn where they rejected the claim entirely. Siminn hf. took legal action against the Post and
Telecom Administration, Gagnaveitur Reykjavikur hf., Syn hf. and Milu ehf. in respect of the Decision of the
Administration regarding the alleged violation.The ruling of the District Court was announced on 1 July 2020,
where the PTA decision was upheld, albeit with some changes in the criteria. The case was appealed to the
National Court by Siminn hf., PST and Syn hf., the date of proceedings have not been decided.

No enteries have been made due to this claim in the Group's interim financial statements 30.6.2021.
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