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22a SKAGI

Report and Endorsement
by the Board of Directors and the CEO

The consolidated financial statements of Skagi hf. ("the Company” or “Skagi”) for the year 2024 consist of the
financial statements of the Company and its subsidiaries. Subsidiaries include Fossar fjarfestingarbanki hf.
(“Fossar” or “the Bank”), SIV eignastyring hf. (SIV), Liftryggingafélag islands hf. (Lifis), and islensk verdbréf hf. and
its subsidiary iV sjodir hf. (collectively referred to as “iV”) as of 15t October 2024. ViS insurance business was
operated within the Company during the year 2024. Collectively the Company and its subsidiaries are referred to as
"the Group". Legal name change of the Company from “Vatryggingafélag islands” to “Skagi” was approved by the
board of the Company on 30" December 2024. The Group’s operations consist of insurance activities, investment
banking activities and asset and fund management. The financial statements are prepared in accordance with
IFRS® Accounting Standards as adopted by the EU and the additional requirements for companies listed on a
regulated securities market.

Operating and Financial position

According to the Statement of profit or loss the Group's profit for the year amounted to ISK 2,258 million and return
on equity was 10.8%. The Group's assets at year-end amounted to ISK 79,183 million and equity amounted to ISK
22,271 million according to the Statement of financial position.

Insurance

A significant operational improvement was achieved in 2024 in the insurance business. Insurance business
generated 10.2% growth in insurance revenue with a combined ratio of 94.9% (2023: 99.5%) which is in accordance
with target of below 95% published at the beginning of the year. Income growth in life and health insurance was
14.9% year-on-year. The insurance service result was positive by ISK 1,479 million, representing a positive
turnaround from last year of ISK 1,336 million. The strong turnaround towards profitable operations, can be
attributed to more new customers as well as increased insurance sales to existing customers along with
implementation of cost measures.

The insurance contracts expense ratio is decreasing, comingin at 19.1% for the year versus 22.3% at the same time
last year. The claims ratio was 72.6% (2023: 76.5%) and net reinsurance ratio was 3.3% (2023: 0.7%)).

Financial Services

The Financial Services, which consist of the operations of Fossar, SIV and iV, delivered growth throughout the year,
despite challenging conditions during second and third quarter. There was a significant growth in net fee and
commission income and net interest income in financial activities during the year along with increased
diversification of income. Financial Services income totalled around ISK 2,344 million, which is above the target of
income above ISK 2,200 million. Important milestones were achieved in financial services during the year as the
share of non-capital markets revenue increased significantly to around 60% of totalincome (2023: 40%) and assets
under management increased 94% to 227bn (2023: 117bn) following both organic growth and external growth from
acquisition of [V. Emphasis continues to be in increasing the share of recurring revenue from asset and fund
management as well as net interest income. Financial services activities continue to be on a strong growth path.

SIV’s first full year of operations was strong whereas it became established in the market and increased fund
offering. SIV’s merger with [V sjédir under the name islensk verdbréf will create one of the largest asset management
firms in the market with wide range of product offering for its clients and significant potential for growth. Fossar’s
balance sheet increased 82% YoY thus increasing the bank's net interest income and other balance sheet driven
income. Emphasis remains on being a trusted financial intermediary with balance sheet light activities across the
spectrum of capital markets. Furthermore, the bank took significant steps in becoming a reliable issuer of bonds in
the bond market.
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22a SKAGI

Report and Endorsement
by the Board of Directors and the CEO

Skagi completed the acquisition of [V in Q4 of 2024, following approvals from the Financial Supervisory Authority of
the Central Bank of Iceland and the Icelandic Competition Authority. Hence, [V became part of the Skagi
consolidated group as of 15t October 2024. iV was founded in 1987, offering services in the fields of capital markets,
asset management and fund management and 102 billion ISK under management. Around 4,000 clients have funds
under asset management and in custody at i\V. This acquisition provides significant opportunities for the Skagi with
synergy opportunities and platform for further growth in asset and fund management.

In accordance with announcement made by the Company on the Nasdaq Iceland on 16" December a merger
between islensk verdbréf hf. and Fossar fjarfestingarbanki hf. and a merger between SIV eignastyring hf. and [V sjé8ir
hf. is envisaged to take place as of 1% of January 2025, subject to approval of the FSA and Iceland Tax and Customs.
These mergers will enable significant cost synergies within financial services of the Group.

Investments
The return on the insurance investment assets was 8.2% (2023: 10.7%). Investments generated financial income of
3,657 million (2023: 4,753 million) and net financial income of 1,742 million (2023: 2,771 million).

Financial strength and long-term ROE target

Skagi continues to target a return of equity of above 15% each year for the Group. The Group's solvency ratio is 1.35
at year end 2024 compared to the minimum requirement of 1.0. The solvency ratio does not account for potential
dividend or share repurchases. Further information on financial strength of the group and its subsidiaries can be
found in the notes to the account.

Financial Targets 2024
Guidance on target operating performance for the fiscal year 2024 was as follows:

e Target combined ratio below 95% (range 94-97%)

e Netfinancial services income is expected to be above 2,200 million (range 1,900 — 2,600 million)

e Expected return of insurance investments assets is 11%.
The Group met its target combined ratio in the insurance business unit as well as in the financial services business
unit. However, the return of the insurance investment assets was 8.3%, which was below the expectation set out at
the beginning of the year.

Financial Targets 2025
Guidance on target operating performance for the fiscal year 2025 is as follows:

e Target combined ratio below 94% (range 93-96%)

e Netfinancial services income is expected to be above 3,100 million (range 2,900 — 3,500 million)

e Expected return of insurance investments assets is 10%.
Skagi will provide update on guidance if operating performance is not considered to be able to meet target range in
insurance business and financial services. No update is given in between quarterly reporting on Investment return
of insurance investments.

Transfer of Insurance operations to a subsidiary

Following approvals from the Financial Supervisory Authority of the Central Bank of Iceland (“FSA”), cf.
announcements by the Company on the Nasdagq Iceland on 23" December and 30" December 2024, Skagi has, on
1st of January 2025, completed the transfer of the ViS insurance business into its subsidiary ViS tryggingar hf. This
is in line with announcement made on 17th January 2024 following approval of a shareholders meeting of the
Company for the proposed transfer of the insurance portfolio and the insurance operations to a subsidiary, to which
all conditions have now been met and thus the transfer has been executed.

Consolidated Financial Statements 31 December 2024 3



22a SKAGI

Report and Endorsement
by the Board of Directors and the CEO

Non-financial and sustainability reporting

Skagi places emphasis on sustainability being integrated into all of the Group's operations. Information in our
sustainability reporting is based on a sustainability policy which emphasises certain priorities in ESG
(environmental, social and governance) areas that are relevant to the activities of the Group. The Company's Board
of Directors is responsible for the policy; the CEO and senior management are responsible for its implementation
and ensuring it is followed in the Company's operations.

Non-financial and sustainability reporting in Skagi consolidated account is reported in accordance with laws on
annual accounts. In the Annual and Sustainability Report of the Group a more detailed summary of non-financial
information about Skagi and its subsidiaries is provided. The summary is based on Nasdaq's ESG guidelines and
climate impact calculations are performed by third parties in accordance with the Greenhouse Gas Protocol
methodology. Annual and Sustainability Report for 2024 will be published on Skagi’s website www.skagi.is on 26th
February 2025. Non-financial disclosure for the subsidiaries can also be found in their annual financial statements
and further sustainability information on their respective websites.

Skagi received 80 points in Reitun's ESG evaluation in 2024, which is the same as the year before. Skagi continues
to work towards improving it sustainability rating. With regards to that the Group has initiated work for
implementation of European Sustainability Reporting Standards (ESRS) in accordance with the Corporate
Sustainability Reporting Directive (CSRD). Accordingly we publish further sustainability information on all
subsidiaries of the Group. Furthermore we now provide further information in accordance with the EU Taxonomy
regulation and classification system. We continue to work on incorporating the ESRS standards, which will include
re-visiting double materiality assessment and updating our sustainability policy on group basis in the year 2025.
Sustainability is also being further incorporated into the Corporate Governance statement, remuneration policy and
risk management of the Group.

Skagiis amember of Festa, a centre for social responsibility, IcelandSIF, an organisation that promotes responsible
investment, and a signatory of UN-PRI, the United Nations principles for responsible investment. Skagi is also a
signatory of the UN Global Impact on the implementation of responsible policies.

Non-financial and sustainability reporting for the Group can be found in appendix 1 (Non-financial and
sustainability reporting) and information in accordance with EU Taxonomy Regulation in appendix 2 (EU Taxonomy)
to these financial statements. Furthermore, non-financial disclosure on the Group and each subsidiary can also be
found on Skagi’s website www.skagi.is.

Corporate governance

Skagi places great emphasis on good corporate governance, which provides the foundation for responsible
management and well-conceived decision-making, while promoting reliable relations between shareholders, the
Board of Directors, management, employees and other stakeholders. The Company is committed to continually
enhance its governance practices to align with international standards and best practices within the Company and
the Group. These corporate governance requirements are articulated in Shareholder policies for its subsidiaries.

Skagi’s Corporate Governance practices are described in more detail in its Corporate Governance Statement which
is prepared in accordance Act No. 161/2002, on Financial Undertakings, and Guidelines on Corporate Governance,
6th edition, issued by the Icelandic Chamber of Commerce, NASDAQ Iceland hf. and the Confederation of Icelandic
Employers in February 2021. Corporate governance at Skagi complies with the guidelines with no exceptions. The
Corporate Governance statement may be found in the unaudited appendix to the Financial Statement and on
Skagi’s website www.skagi.is.
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Report and Endorsement
by the Board of Directors and the CEO

Remuneration Policy and equality

Skagi's remuneration policy is reviewed annually and presented to the general meeting for approval. The policy
complies with the provisions of Act No. 90/2003 on income tax, Act No. 2/1995 on limited liability companies, and
other applicable laws and regulations. Further information about the policy can be found on the company's website.
Information on the Group‘s employee incentive scheme and call options are detailed in note 10. In accordance with
articles of association of the Company the board has the right to issue new shares in the nominal amount of up to
65 million shares to meet its obligations under call options or share related payments. Full time employees were
251 at the end of year 2024. Gender representation on the board of directors of Skagi is 60% male and 40% female.
Skagi‘s Executive Committee gender ratio is 40% female and 60% male. Gender ratio of the Group in total is 44%
female and 56% male.

Risk management

Risk management is a core component of the Group, guided by the risk policy of Skagi and its subsidiaries. The
Group encounters a range of risks linked to its activities as a financial conglomerate, stemming from its daily
operations. Effective risk management involves assessing, measuring, and implementing actions to mitigate these
risks, along with ongoing monitoring of risk factors throughout the Group. Details about the Group's risk
management and core operations can be found in the notes to the Consolidated Financial Statements. For an
analysis of exposure to different risk types, please refer to notes 31-35.

Shares and allocation of profits

The Company paid a dividend in the amount of ISK 1,000 million or ISK 0.524 per share to shareholders on 2nd April
2024, as allocation of profits for the year 2023. Furthermore, the company completed repurchase of nominal
amount of 27.8 million own shares at ISK 500 million market value during the year 2024 through a share buy-back-
programme executed by an external financial institution. In December 2024 the Company sold 18.2 million of own
shares at the strike price of 15.25 per share with total value of ISK 278 million to employees in relation to exercise
of general share option agreements.

At the end of the year 2024 the Company's nominal shares amounted to ISK 1,906.7 million (of which own shares
amounting to ISK 10.7 million), with each share having a nominal value of ISK 1. There were 913 shareholders at the
beginning of the year and 901 shareholders at the end of year.

A proposal for allocation of profits and dividend for the fiscal year 2024 will be presented to shareholders at the
Company’s Annual General Meeting on 27" March 2025. The board’s proposal is to pay a dividend in the amount of
ISK 500 million or ISK 0.2637 per share which is equivalent to 22% of after tax profit in fiscal year 2024. Dividend
proposal is below dividend policy of 40% of after tax profit due to the company’s execution of both internal and
external growth last year. Top ten largest shareholders of Skagi are:

Shareholder 31.12.2024
Lifeyrissj.starfsm.rik. A-deild.......ccooiiiiiiimmmmniininininirencceccece, 8.65%
Sjavarsyn ehbiciivnsisnuanininasisisiainimimwissistoiaiiesnvssis 8.59%
S ] T I T ] G () (R ————————————— 8.23%
LCT1 o TR [ =3V £ T T L 8.21%
Frijalsilifeyriss)O0UNINN. . iiisiiimssiuinisnisisisnsisssisasnidoniansnsnnnian 7.44%
LifeyrisS|O0UrverZlunanmanna . i . siesssssissuissssassusssrssnssssnsmgasas 6.88%
Klettar fjarfestingar ehif....cccccsssssssscssssnianassssssssnnsnsnnonassusnusnsnsusnnen 4.82%
Stapl ITeyYrISS|OBUN. cvsoisimsmissnssimmsmmimnssnssssinsacasssssassassins 3.96%
BIrta I eYrIssIO0NN s b sin s o svnly s dnais s ausii 3.12%
HERTE ccimnsinnssmeassenaassasssssisimn s s a TSR ARa RS TR 2.94%

62.84%
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Report and Endorsement
by the Board of Directors and the CEO

To the best knowledge of the board the consolidated financial statements of Skagi hf. give a true and fair view of the
consolidated financial performance of the Group for the year 2024, and its assets, liabilities, and financial position
as of 31 December 2024. The financial statements are prepared in accordance with IFRS® Accounting Standards as
adopted by the EU and the additional requirements for companies listed on a regulated securities market, and the
Act on Annual Accounts no. 3/2006. Further, in our opinion the consolidated financial statements give a fair view of
the development and performance of the Group's operations and its position at year end and describe the principal
risks faced by the Group.

The Board of Directors and the CEO have today discussed the Company's Condensed Consolidated Financial
Statements of Skagi hf. for the period ended 31 December 2024 and confirm by means of their signatures.

Reykjavik, 26 February 2025

On the Board of Directors

Stefan Hédinn Stefansson Vilhjalmur Egilsson

Chairman of the Board Vice-Chairman of the Board

Marta Gudrun Blondal Asgeir Helgi Reykfjord Gylfason
Board member Board member

Hrund Rudolfsdéttir

Board member

CEO

Haraldur bérdarson
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Independent Auditor's Report
To the board of directors and the shareholders of Skagi hf.

Opinion

We have audited the accompanying consolidated financial statements of Skagi hf. and its subsidiaries (the group)
for the year 2024, excluding the report and endorsement by the board of directors and the CEO.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the group as at December 31, 2024, and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with IFRS accounting standards as adopted by the European Union
(EU), and applicable articles in Icelandic law on annual accounts.

Our opinion is consistent with our additional report to the Audit Committee.
The consolidated financial statements comprise

- The report and endorsement by the board of directors and the CEO

- The consolidated statement of profit or loss for the year 2024.

- The consolidated statement of comprehensive income for the year 2024.

- The consolidated statement of financial position as at 31 December 2024.
- The consolidated statement of changes in equity for the year 2024.

- The consolidated statement of cash flows for the year 2024.

- Notes to the consolidated financial statements, which include material accounting policies and other explanatory
information.

The report and endorsement by the board of directors and the CEO, note no. 39, quarterly statement and appendix
1 and 2 are excluded from the audit, refer to section reporting on other information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. 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.

Independence

We are independent of the group in accordance with Icelandic laws on auditors and auditing and the code of ethics
that apply to auditors in Iceland and relate to our audit of the group's consolidated financial statements. We have
fulfilled our other ethical responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services that we have provided to the group and
its subsidiaries are in accordance with the applicable law and regulations in Iceland and that we have not provided
non-audit services that are prohibited under Article 5.1. of Regulation (EU) No. 537/2014.

The non-audit services that we have provided to the group and its subsidiaries, in the period from January 1 -
December 2024, are disclosed in note 10 to the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Consolidated Financial Statements 31 December 2024 7 Allamounts are in thousands of ISK



22a SKAGI

Independent Auditor's Report

To the board of directors and the shareholders of Skagi hf.

Key Audit Matters

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

a separate opinion on these matters.

Key audit matters

Audit procedures

Insurance contract liabilities, including the
assumptions and calculations on which it is based on:

See note no. 25 about financial information and note
38.7 about accounting policies for further information.
Insurance contract liabilities are divided into liability
for remaining coverage (LRC) and liability for incurred
claims (LIC).

Insurance contract liabilities amounted to ISK 28.834
million at year end 2024, which is approximately 51%
of the Group “s liabilities.

The Group applies the Premium Allocation Approach
(PAA) to the measurement of the Group “s insurance
contract liabilities in accordance with IFRS 17.

On initial recognition the carrying amount of liability for
remaining coverage (LRC) is recognised as the
premiums received. Subsequently, the carrying
amount of the LRC is increased by any premiums
received and decreased by the amount recognised as
insurance revenue for services provided. Services are
primarily provided based on passage of time.

Liability for incurred claims (LIC) are measured as the
total of the expected fulfilment cash flows relating to
insurance events occurred at the statement of
financial position date, which comprise estimates of
future cash flows, adjusted to reflect the time value of
money and the associated financial risks, and a risk
adjustment for non-financial risks. The estimate
includes direct and indirect claims handling costs that
arise from events occurred at or before the statement
of financial position date.

A key element of the audit is management's
assessment of the estimated unsettled claims due to
the complexity and extent of the estimation factors
involved in the calculation. The portion of unsettled
claims that have not been reported to the Group is
subject to the greatest uncertainty.

The assessment of claims depends on the quality of
the underlying data. This includes complex
assessments of future developments and changes in
assumptions that can significantly change the amount
of the liability for incurred claims.

We used our own actuaries in the auditing of the
insurance contract liability.

The audit of the insurance contract liability included
the following:

e The process for calculating the insurance contract
liability was reviewed.

e Management “s controls tested for effectiveness.

¢ Test of details and sample testing of open claims at
year-end and paid claims during the year.

¢ Management's assumptions when assessing the
insurance contract liability, including historical data
on the final settlement of claims by claim group, were
reviewed.

¢ Reconciliations between systems on which the
calculation of the insurance contract liability is based
on were reviewed.

e Our own actuaries recalculated the insurance
contract liability.

* The relevant disclosures were reviewed.

Consolidated Financial Statements 31 December 2024
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22a SKAGI

Independent Auditor's Report

To the board of directors and the shareholders of Skagi hf.

Key audit matters

Audit procedures

Valuation of unlisted financial assets and recognition
of investment income from unlisted financial assets:
See note no. 14 financial assets.

Financial assets are the largest asset of the Group,
amounting to ISK 51.391.734 thousand, or 64.9% of
total assets at the end of 2024.

A significant portion, or about 78,4%, of financial
assets have quoted price in a active market for
identical assets and their market price is therefore
available on the balance sheet date.

The portion of financial assets that required particular
attention during our audit are unlisted financial assets
as their valuation is based on significant inputs other
than market value and is subject to uncertainty. Due to
uncertainty and size, this item is a key audit matter of
our audit.

Valuation methods for unlisted financial assets may
include recent arm's length transactions, reference to
the fair value of comparable financial assets,
discounted cash flows, pricing models or other
valuation techniques that provide reliable estimates of
other market transactions. These are securities that
are defined in Levels 2 and 3 of the IFRS 13 fair value
hierarchy.

The value of unlisted financial assets amounts to ISK
12.387.914 thousand, or 18.7% of total assets at the
end of 2024.

PwC valuation experts assisted us with the audit of
unlisted financial assets.

The audit of the unlisted financial assets included the
following:

e We reviewed the methodology and assumptions
used in the valuation and compared them to common

benchmarks for comparable financial assets.

e We performed a independent calculation for a
sample of unlisted financial assets.

e The data on which calculations and assumptions
were based in different valuation methods were

reviewed and evaluated.

¢ |In cases where valuations were based on recent
transactions, those transactions were verified.

¢ The classification of financial assets in the fair value
hierarchy was reviewed.

e Management “s controls tested for effectiveness.

e The relevant disclosures were reviewed.

Reporting on other information, including the report and endorsement by the board of directors and the CEO

The board of directors and Chief executive officer are responsible for other information. The other information
comprises of the report and endorsement by the board of directors and the CEO, note no. 39, quarterly statement,
appendix 1 about Non- financial and sustainability reporting and appendix 2 about EU taxonomy regulation which
we obtained prior to the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information, including the report
and endorsement by the board of directors and the CEO.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. In addition, in light of the knowledge and understanding of the entity and its environment obtained in the
course of the audit, we are required to report if we have identified material misstatements in other information that
we obtained prior to the date of this auditor’s report. We have nothing to report in this respect.

Consolidated Financial Statements 31 December 2024 9 Allamounts are in thousands of ISK
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Independent Auditor's Report
To the board of directors and the shareholders of Skagi hf.

With respect to the report and endorsement by the board of directors and the CEO we have, in accordance with
article 104, of the Icelandic law on annual accounts reviewed that to the best of our knowledge, the report of the
report and endorsement by the board of directors and the CEO accompanying the consolidated financial
statements includes applicable information in accordance with Icelandic law on annual accounts if not presented
elsewhere in the consolidated financial statements.

Responsibilities of the board of directors and the chief executive officer

The board of directors and the chief executive officer are responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with IFRS accounting standards as adopted by the European
Union (EU), and applicable articles in Icelandic law on annual accounts, and for such internal control as determined
necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the groups' ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the group or to cease operations, or
has no realistic alternative but to do so. The Group's management must provide appropriate explanations regarding
its ability to continue as going concern, if applicable, and why management applies the presumption of going
concern in the preparation and presentation of the consolidated financial statements.

Those charged with governance are responsible for overseeing the group's financial 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 statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with International Standards on Auditing will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an auditin accordance with International Standards on Auditing, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, designh 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, misrepresentations, or the override of internal control.

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

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

Consolidated Financial Statements 31 December 2024 10 Allamounts are in thousands of ISK
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Independent Auditor's Report
To the board of directors and the shareholders of Skagi hf.

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

Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

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

We communicate with those charged with governance 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
identify during our audit.

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

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences 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 financial statements of Skagi hf. we performed procedures to be able to
issue an opinion on whether the consolidated financial statements of Skagi hf. for the year 2024 with the file name
213800QFQIHO7KG2P786-2024-12-31-0-en.zip is prepared, in all material respects, in accordance with law no.
20/2021 Act on securities issuer obligations to issue information and self-report relating to requirements under the
European single electronic format regulation EU no. 2019/815, which include requirements concerning preparation
of the consolidated financial statements in XHTML format and iXBRL markup.

The board of directors and Chief executive officer are responsible for preparing the consolidated financial
statements in accordance with law no. 20/2021. This responsibility includes preparing the consolidated financial
statements in a XHTML format in accordance to EU regulation no. 2019/815 on the European single electronic
format (ESEF regulation).

Consolidated Financial Statements 31 December 2024 1 Allamounts are in thousands of ISK
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Independent Auditor's Report
To the board of directors and the shareholders of Skagi hf.

Our responsibility is to obtain reasonable assurance, based on evidence that we have obtained, on whether the
consolidated financial statements are prepared in all material respects, in accordance 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 requirements set outin
the ESEF regulation, whether due to fraud or error.

In our opinion, the consolidated financial statements of Skagi hf. for the year 2024 with the file name
213800QFQIHO7KG2P786-2024-12-31-0-en.zip is prepared, in all material respects, in accordance with the
European single electronic format regulation EU no. 2019/815.

Appointment
We were first appointed as auditors at the company's annual general meeting on March 22, 2018. Our appointment

has been renewed annually at the company's annual general meeting representing a total period of uninterrupted
engagement appointment of 7 years.

Reykjavik, February 26, 2025.

PricewaterhouseCoopers ehf.

Kristinn Kristinsson

certified public accountant
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Consolidated Statement of profit or loss
For the year 2024

Insurance revenue ................
Insurance service expenses
Net expenses from reinSUranCe CONEraCtS ........ccoeeiiiiiiiieiiie et
Insurance service result

Interest income ...
Interest expenses
Net interest income

Fee and commission income
Fee and commission expenses
Net fee and commission income

FINancial INCOME ........oii e e e
Net finance expenses from insurance contracts
Other financial items ..........cccooeiiiiiiii
Operating expense of the insurance investment portfolio ...
Net financial income

Share in profit of associates, after iNComMe tax .........ccccocveeiiieciicc e
Other operating income

Net operating income

OPEIratiNg EXPENSES ....c.veitiitiiie ettt ettt ettt b ettt ese e eae e sae e bt e ebe e b et e st e bt e e e et e nbeeneean
Net credit impairments ................
Impairment of iINtangible @SSELS ......c..viii i e

Profit before tax
INCOME tAX EXPENSES ....vvveevieiiieeiteeeiee ettt e s e e ete e et e eaeeeess e enseesssaeesseeassseessseansseesaseeeaseaenseeanses

Profit for the year

Attributable to shareholders of the parent company ............coccooiii i
Attributable to minority interest
Profit for the year

Earnings per share

Basic earnings per share .....
Diluted earnings per share

*The presentation of comparative figures has been revised. For further details, refer to Note 2.

The notes on pages 18-78 are an integral part of these financial statements.
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Notes

20

10
35

11

12
12

2024 2023+
29.182.080 26.474.076
(26.754.044)  (26.156.388)

(948.562) (174.516)
1.479.475 143173
1.582.354 323.200

(1.345.297) (249.517)

237.057 73.683

1.874.042 373.112
(58.371) (17.453)

1.815.671 355.659

3.797.335 4.811.225
(1.240.923) (1.184.268)

(388.569) (476.444)

(285.019) (320.987)
1.882.824 2.829.526

0 9.191

139.374 74.055
5.554.400 3.485.286
(2.998.327) (888.232)
(10.815) 0
0 (805.628)
2.545.258 1.791.426
(286.841) 40.178
2.258.417 1.831.604
2.264.210 1.846.832
(5.793) (15.228)
2.258.417 1.831.604
1,19 0,97

1,16 0,97

Allamounts are in thousands of ISK



22a SKAGI

Consolidated Statement of Comprehensive Income

For the year 2024

2024 2023
Profit for the year 2.258.417 1.831.604
Other Comprehensive income
Items that are or may be reclassified subsequently to profit or loss
Unrealised fair value ChangEs ..............ooiiiiiie ettt e e e e sae e enae e e anee s (9.029) 0
Total comprehensive income for the year 2.249.389 1.831.604
Attributable to shareholders of the parent COMPaNY ..........ccooiiiiiiii e 2.255.181 1.846.832
Attributable to MINOFItY INTEIESt ... .o (5.793) (15.228)
Total comprehensive income for the year 2.249.389 1.831.604

The notes on pages 18-78 are an integral part of these financial statements.

Consolidated Financial Statements 31 December 2024 14 Allamounts are in thousands of ISK



22a SKAGI

Consolidated Statement of Financial Position
As at 31 December 2024

Notes 31.12.2024 31.12.2023*

Assets

Cash and cash eqUIVAIENES ...........cooiiiiiieccee et eree e srte e esae e saneaenes 13 2.321.959 2.270.693
Financial assets .......cccococvveviiieiiiiines 14 51.391.734 47.658.033
Securities used for economic hedging . 15 6.102.840 4.521.114
[0 : [ (o oTU = (o] 4 =Y S ORR 16 7.880.021 1.672.720
[T Y= 1Y PSPPSR 17 118.541 143.235
Investments where investment risk is

borne by life-insurance policyholders ... 18 1.023.545 1.047.382
Investment in associates ................... 20 148.876 190.283
INtANGIDIE @SSEES ...eeeiieieiie e e e e e e aee e 21 4.734.006 3.483.211
Property, plant and €qQUIDMENT ..........viiiii e 22 700.356 913.984
Deferred income tax asset ................... 11 461.117 191.211
Assets from reinsurance contracts held ... 23 1.491.991 1.601.402
Other TECEIVADIES .......eeieceeeeee et e et ae e e e e e e s eaa e e e e stsaeaeseenanes 24 2.807.731 2.146.748
Total assets 79.182.716 65.840.014
Liabilities

Insurance contract lI@DIlItIES ..........cceiiier i e 25 28.834.123 26.534.433
Investment contract AbIlIIES ...........ccuviiiiiiiiee e 18 1.023.545 1.047.382
Financial abiliIEs ...........coiie i e e 26 17.750.819 9.212.700
Subordinated bond .. 27 3.763.931 3.589.584
Derivatives .... 17 231.599 215.615
Lease liability ..........cccceeeeeenee 28 391.655 636.966
Deferred income tax liability .............. 11 358.107 271.629
Accounts payable and other liabilities .............ccooiii i 29 4.558.183 3.159.773
Total liabilities 56.911.962 44.668.081
Equity

Share CaPItal ..ottt et e e b e sea e e ae e e b e e e e e annen 30 1.895.958 1.905.550
ST T T L= o T4=T0 010 o o OSSR 3.087.000 3.087.000
RESIHCIEA FESEIVES ...t e e e e ettt e e e s sb e e e s es e eeesennteeeeeannees 2.684.635 4.477.882
RetaiNned @arNINGS ......ooiueie ittt ettt e e et e e aae e e eae e sanee e naeee s 14.563.951 11.660.499
Total equity attributable to shareholders of the parent company 22.231.544 21.130.931
MINOFITY INTEIEST ...ttt et e et e e sae e et e e e e e neeeeeneens 39.209 41.002
Total equity 22.270.753 21.171.933
Total liabilities and equity 79.182.716 65.840.014

*The presentation of comparative figures has been revised. For further details, refer to Note 2.

The notes on pages 18-78 are an integral part of these financial statements.
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Consolidated Statement of Changes in Equity

For the year 2024

2024

Equity 1.1.2024 .......ccoooiieieee
Profit for the year ...........ccccccoe e,

Other comprehensive income ..........

Total comprehensive income for the year .........

Change of holding in subsidiary ........
Treasury shares acquired .................

Stock options exercised during the period .........

Dividends paid, ISK 0,524 per share

Restricted reserves ........cccoceevvveennnene.
Stock options ..o

Equity 31.12.2024 ..o

2023

Equity 1.1.2023 ...
Profit for the year .......ccccccoovvinnine

Other comprehensive income ..........

Total comprehensive income for the year .........

Change of holding in subsidiary ........
Share capital increase ....................
Treasury shares acquired .................

Dividends paid, ISK 0,554 per share
Restricted reserves .........c.ccoceeeueee.

Equity 31.12.2023 ..o

The notes on pages 18-78 are an integral part of these financial statements.
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Share Share Restricted Retained Minority Total
capital premium reserve earnings interest equity
1.905.550 3.087.000 4.477.882 11.660.499 41.002 21.171.933
2.264.210 (5.793) 2.258.417
(9.029) (9.029)
0 0 0 2.255.181 (5.793) 2.249.389
4.000 4.000
(27.813) (472.187) (500.000)
18.221 259.647 277.868
(984.809) (984.809)
(1.793.247) 1.793.247 0
52.373 52.373
1.895.958 3.087.000 2.684.635 14.563.951 39.209 22.270.753
1.715.600 7.297.403 8.265.816 45.960 17.324.779
1.846.832 (15.228) 1.831.604
0
0 0 0 1.846.832 (15.228) 1.831.604
10.270 10.270
210.000 3.087.000 3.297.000
(20.050) (332.335) (352.385)
(939.335) (939.335)
(2.819.521) 2.819.521 0
1.905.550 3.087.000 4.477.882 11.660.499 41.002 21.171.933
16 All amounts are in thousands of ISK
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Consolidated Statement of Cash Flows

For the year 2024
Notes 2024 2023*
Operating activities
Profit fOr the YEAI ... e e 2.258.417 1.831.604
Operating items not affecting cash flows:
NEt INTEreSt INCOME ..ottt e e et e e e e te e e e ennaeeas (237.057) (73.683)
Net finanCial INCOME .....oooiiie et e e e e enee (3.268.371) (3.434.001)
Derivatives, change .17 40.678 72.380
Stock OptioNS, ChANGE ..ot e 52.373 0
Share in profit Of @SSOCIAtE ........cuevviiiiiiie e 0 (9.191)
Profit on sale of operating assets 22 (49.565) (6.014)
Depreciation and amortisation ...............oooiiiiiiiiiii e 22,28 545.118 1.477.464
(658.406) (141.441)
Changes in operating assets and liabilities:
Financial @assets, Change ... 1.117.064 1.659.793
Assets from reinsurance contracts held, change .............ccccoiii e 109.411 (91.345)
ST o0 4 [T o =T g T PSS (3.156.150) (2.103.583)
Loans to cuStomMErs, Change .........ooviiiiiiie e (6.207.301) (1.011.514)
Other receivables, Change ...........ooii et (370.422) (478.998)
Insurance contract liabilities, Change ... 2.299.690 1.074.456
Accounts payable and other liabilities, change .............occoooi i 1.068.712 337.605
Cash flows from operating activities before interest and tax (5.797.402) (755.027)
INterest iNCOME FECEIVEA .........uiiiiii et e e e ae e 1.741.140 856.171
DiIVIAENA FECEIVEA ..ottt ettt 239.036 167.135
Financial expenses paid (1.561.987) (203.800)
INCOME tAXES PAI ...ttt ettt e e e et e e e e e esbeeee s ennbeeaaannreeaaeaanes (142.148) (66.711)
Cash flows from operating activities (5.521.360) (2.232)
Investing activities
Investments in property and eqQUIPMENT ..........c.ooiiiiiiiiiiii e 22 (207.928) (96.345)
Sale of property and €QUIPMENT .........ooiiiiiie e e 22 66.337 25.200
Investments in iNtangible @SSELS ........oooiiiiiieie e 21 (32.161) (178.524)
Sale of shares in subsidiary 4.000 10.000
Dividend from associate ..... 15.400 0
Investment in associate ..........ccocceeeiienienennn. .. 20 26.007 (82.725)
Net cash flow from investment in subSidiary ..........ccooiiiiiii e 19 (1.383.474) 1.285.596
Receivables against related entities, Change ...........ccocciviiriiiei e 0 (22.766)
(1.511.819) 940.435
Financing activities
Purchase of treasury SNAres ..........ocueeoiiiiiieiie e s (500.000) (352.385)
Sale Of treasury SNArES ........ocoiiiiii et 277.856 0
Dividends paid .........ccceceereeiiicrieeiiene (984.809) (939.335)
Principal payments of lease liability (232.802) (179.748)
Short-term loans, change .................... .. 26 8.538.119 367.172
Liabilities to customers, Change ..........oouiii i 0 (8.849)
Unpaid capital gains tax in respect of transactions, change ..........c.ccoccvviiiriiieieenceees 0 67.913
7.098.364 (1.045.232)
Change in cash and cash equIValeNnts ............ccoiieiie i 65.185 (107.029)
Cash and cash equivalents at the beginning of the year 2.270.693 2.380.526
Effect of movements in exchange rates on cash held ...... (13.919) (2.805)
Cash and cash equivalents at year €nd ..........ccooueeiiiieiiiece e 2.321.959 2.270.693
Non-cash investing actiVities ........ ... 19

*The presentation of comparative figures has been revised. For further details, refer to Note 2.

The notes on pages 18-78 are an integral part of these financial statements.
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Notes to the Consolidated Financial Statements
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224 SKAGI

Notes to the Consolidated Financial Statements

1. Reporting entity

Skagi hf., the Parent Company, hereinafter referred to as "the Company" or "Skagi® is a limited liability company and
operates on the basis of Act No. 100/2016 on Insurance Activities, Act No. 2/1995 on Limited Liability Companies
and Act No. 161/2002 on Financial Undertakings. The Company's headquarters are at Armuli 3, Reykjavik.

The consolidated financial statements of the Company for the period 1 January to 31 December 2024 consist of the
financial statements of the Company and its subsidiaries. Subsidiaries include Fossar fjarfestingarbanki hf. (“Fossar”
or “the bank”), SIV eignastyring hf. (SIV), Liftryggingafélag islands hf. (Lifis), and islensk verdbréf hf. and its subsidiary
iV sjodir hf. (collectively referred to as “[V”) as of 15t October 2024. Collectively the Company and its subsidiaries are
referred to as "the Group". The Group’s operations consist of insurance activities, investment banking activities and
asset and fund management. The Icelandic Financial Supervisory Authority supervises the Group's operations based
on Act No. 87/1998 on Official Supervision of Financial Activities.

On 17™ January 2024 a shareholders meeting of the Company was held whereas a change of the Company name
from "Vatryggingafélag islands hf" to a new name "Skagi hf" was approved. The change of name to Skagi hf. in
company registry in lceland was concluded on 4'" February 2025.

On 7" May 2024 Skagi signed a purchase agreement with the shareholders of islensk verdbréf hf. (iV). After obtaining
regulatory approval, the acquisition was finalised and iV was consolidated as of 15t October 2024.

A purchase agreement for the Company's insurance operations has been signed between Skagi and VIS tryggingar
hf.; the agreement was subject to the approval of a shareholders' meeting for the transfer of the insurance operations
(which was approved at a shareholders meeting on 17" January 2024) and the approval of the Financial Supervisory
Authority of the Central Bank of Iceland for the transfer of the insurance portfolio and the insurance operations to a
subsidiary, which were approved before year end 2024. The Company concluded the transfer of the insurance
operations to VIS tryggingar hf on 15t January 2025.

Following the acquisition of iV, the Company has prepared further consolidation of financial services activities within
the Group, including a proposed merger of [V into Fossar and merger of SIV into iV sj8ir hf. These proposed mergers
are subject to the approval of the Financial Supervisory Authority of the Central Bank of Iceland (“FSA”) and will be
filed in early 2025 with the Companies House in Iceland. Once necessary approvals are in place, from the FSA and
the Companies House, the mergers will become effective as of 15t January 2025.

2. Basis of preparation

The consolidated financial statements have been prepared in accordance with IFRS® Accounting Standards as
adopted by the European Union and additional requirements according to the Icelandic Financial Statements Act
No. 3/2006. The consolidated financial statements have been prepared using the cost basis except for securities
which are measured at fair value. The financial statements were approved and authorized for publication at a meeting
of the Board of Directors on 26 February 2025. A summary of material accounting policies of the Group is provided
in note 38.
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Notes to the Consolidated Financial Statements

2. Basis of preparation (cont.)
Disclosure note: Changes in the Statement of profit or loss and the statement of financial position

As part of the preparation of the financial statements, adjustments were made to the comparative figures in the
Statement of Profit or Loss and the Statement of Financial Position for the prior reporting period.

The following changes have been applied to the comparative figures related to the risk adjustment

Prior year Revised

comparative comparative
Statement of profit or loss figures figures Change
INSUFANCE SEIVICE EXPENSES .....veiiiiiiniieieiteeateetesieesteatestee st et eseesseeseesaeessbenbeesbe st e sseesseabeesseenbeeseenne (25.784.142) (26.156.388) 372.246
Net expenses from reinSUranCe CONErACS ..........oouiriiiriiie e (546.762) (174.516) (372.246)
Statement of financial position
Assets from reinsurance contracts held 1.229.156 1.601.402 372.246
Insurance contract ADIIItIES ...........ccoiiuiiiiii e 26.162.186 26.534.433 (372.246)

In the 2023 financial statements, the risk adjustment for reinsurance was previously reported under insurance
service expenses in the statement of profit or loss. It is now classified under net expenses from reinsurance
contracts.

In the 2023 financial statements, the reinsurance share of the risk adjustment was previously presented under
Insurance Contract Liabilities on the Balance Sheet. It is now reported as part of assets from reinsurance contracts
held.

These adjustments do not affect the insurance service result, profit for the year, or the overall equity position.
However, they ensure a more accurate presentation of the financial position for the comparative period.

Presentation changes in the statement of financial position

In the previous year's statement of financial position, property and equipment, along with right-of-use assets, were
presented separately. They have now been reclassified as property, plant, and equipment. Additionally, financial
assets related to insurance activities, including bonds, equities, and other securities, are now grouped under
financial assets.

Presentation changes in the statement of cash flows

From the prior year's statement of cash flows, financial income and expenses, as well as fair value changes of
financial assets, have been restated and are now presented as net interest income and net financial income.

Presentation changes in notes

The comparative figures in note 25.1 for insurance contract liabilities have also been revised where other cost for
insurance services provided has been reclassified from LRC to LIC.

3. Functional and presentation currency

The consolidated financial statements are prepared and presented in Icelandic krénur (ISK), which is the Company's
functional currency. All amounts are presented in thousands of ISK unless otherwise stated.

Consolidated Financial Statements 31 December 2024 20 Allamounts are in thousands of ISK
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Notes to the Consolidated Financial Statements

4. Accounting estimates and judgements

Preparing consolidated financial statements in accordance with IFRS Accounting Standards requires management
to make assumptions, estimates and apply judgements that affect the assets and liabilities at the reporting date,
disclosures in notes and income and expenses. Estimates and judgements are based on experience and various
other factors that are considered appropriate and form the basis of decisions made regarding the reported amounts
of assets and liabilities not evident by other means.

Estimates and assumptions are reviewed regularly. Changes in accounting estimates are recognized in the period
when they are revised.

Management has made assumptions and accounting estimates regarding the following items that materially impact
the Group's financial statements:

'- Financial instruments, see notes no. 14. and 34.
- Loans to customers no. 16
- Intangible assets, see note no. 21.

'- Liability due to insurance contracts, see note no. 25.
Financial instruments
Business model assessment

The classification and measurement of financial instruments depend on the results of the SPPI and the business
model tests. Judgement is required in assessing the relevant evidence including how the performance of the
instruments are evaluated and their performance is measured, the risks that affect the performance of the
instruments and how these are managed and how the managers of the instruments are compensated. Refer to notes
34 and 38.13 for further information regarding classification of financial instruments.

Fair value measurement

In estimating the fair value of a financial asset or a liability, the Group uses market-observable data to the extent it is
available. Where quoted prices in active markets for identical assets are not available the Group uses other market
observable inputs and lastly unobservable inputs. Refer to notes 34 and 38.13 for more details on fair value
measurement.

Goodwill

Goodwill arises in business combinations. Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree, and the fair value of the acquirer’s previously
held equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed. Goodwill is subject to annual impairment testing, or more frequently when
there is an indication of impairment.
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Notes to the Consolidated Financial Statements

4. Accounting estimates and judgements (cont.)

For impairment testing of goodwill the Group estimates the value in use of certain cash-generating units (“CGUs”).
Value in use is the present value of estimated future cash flows expected to arise from the CGU, and such an estimate
requires management to make certain assumptions. The methods, assumptions and key inputs applied in the
impairment testing of goodwill are further described in note 21.

Other intangible assets

Judgement is required in estimating the useful lives of intangible assets and capitalisation period of internally
generated intangible assets.

Customer relationships

Customer relationships have been acquired as part of recent acquisitions and are capitalized and amortized using
the straight-line method over their useful life of maximum 10 years.

Brands

Brands have been acquired as part of recent acquisitions and are capitalized and amortized using the straight-line
method over their useful life but not exceeding 20 years.

Software

Software comprises acquired software licences and external costs associated with the development of bespoke
applications.

Development cost that has been capitalized is amortized on the day that the product is launched using the straight-
line method over their useful life but not exceeding 10 years.

Insurance Contract Liabilities

The Group applies the Premium Allocation Approach (PAA) to the measurement of all insurance contracts as the
coverage period of each contract is one year or less. The Group applies a policy of expensing all insurance acquisition
cash flows as they are incurred.

Judgement is required in estimating the insurance liability in accordance with the PAA method at period end,
including the assumptions about the discount rate used and the assumptions on the future inflation. Discounting
and adjustment for future inflation are, in particular, important for the long tailed claims such as claims in motor
liability, professional liability, workers’ compensation and personal accident.

Level of aggregation and the evaluation of contract boundary are significant assumptions as these define the use of
the premium allocation model’s simplified measurement model.

Premiums due to the Group for insurance contract services already provided in the period but not yet received at the
end of the reporting period are included in the Liability for Incurred Claims (LIC), in accordance with IFRS 17. The
Group has made an accounting policy choice not to adjust the carrying amount of the LRC to reflect the time value
of money and the effect of financial risk if, at initial recognition, the time between providing each part of the services
and the related premium due date is no more than one year.
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Notes to the Consolidated Financial Statements

4. Accounting estimates and judgements (cont.)

When calculating the Liability for Incurred Claims (LIC), the fulfillment cash flow is discounted using the discount
rate applied to the expected cash flow for loss expenses at the time the claim is initially recognized. The liability is
subsequently remeasured using the discount rate applicable at each measurement date. Capital costs resulting
from the calculation of the LIC, such as interest, changes in interest rates for discounting purposes and inflation, are
recognized in the statement of profit or loss as insurance financial items, which are part of the investment result.

The Group considers a group of insurance contracts to be onerous if the fulfilment cash flows that relate to the
remaining coverage of the group contract exceed the carrying amount of the liability for remaining coverage of the
group. If the expected fulfilment cash flows allocated to the contract, any previously recognized acquisition cash
flows, and any cash flows arising from the contract at the date of initial recognition in total resultin a net cash outflow,
the contract is considered onerous. The Group has not recognized any group of onerous contracts in the current or
previous reporting period.

For further information regarding judgements and estimates applied in measuring liability due to insurance contracts
please refer to notes 25, 35.9 and 38.5-7.
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Notes to the Consolidated Financial Statements

5. Operating segment reporting

The Group operates through three primary operating segments: Insurance Operations, Insurance Investments, and
Financial Services. These segments have been identified based on the Group’s internal reporting structure, which
reflects the nature of products and services offered.

Insurance Operations comprises the Group’s core insurance activities, including the underwriting of life, health, and
general insurance products. The revenue of this segment primarily consists of premium income from policyholders.
Key expenses include claims incurred and insurance contracts operating expenses.

Insurance Investments includes the management of assets backing insurance liabilities as well as proprietary
investment activities. It covers investments in fixed income securities, equities and other financial instruments. The
primary source of revenue for this segment is investment income, including interest, dividends, and realized or
unrealized gains on financial assets.

The Financial Services segment comprises activities such as asset management, loans to customers, and other non-
insurance financial products. Revenue in this segment is generated through interest income, management fees,
advisory services, and other financial transactions. This segment supports the Group’s strategic objective of
diversifying income streams and expanding its presence in the broader financial sector.

Inter-segment transactions, where applicable, are conducted on an arm’s length basis, and segment performance is
assessed based on key financial metrics, including revenue, profit before tax, and return on capital.

The operating segments' results for the period 1 January to 31 December 2024 are specified as follows:

Skagi
Insurance Insurance Financial Supporting units
operations investments services and eliminations Total
INSUIANCE FEVENUE ......oiiiiiiiiiiiie e 29.182.080 29.182.080
Claims incurred ... (21.178.419) (21.178.419)
Insurance contract operating expenses ... . (5.575.624) (5.575.624)
Net expenses from reinsurance contracts ...........c.ccocveveveveeeenne. (948.562) (948.562)
Insurance service result ... 1.479.475 0 0 0 1.479.475
Net interest income ............... . 237.057 237.057
Net fee and commisSIoN INCOME ........coouveieiiiiiiiiecieeere e 1.942.195 (126.524) 1.815.671
Financial iINCOME ........cooiiiiii e 3.656.940 140.395 3.797.335
Operating exp. of the insurance investment portfolio .................. (285.019) (285.019)
Net finance expenses from insurance contracts ............ccccoouee.ee. (1.240.923) (1.240.923)
Other financial ifemMS ...........cooiiiii e (388.569) (388.569)
Net financial INCOME .........ccocoiiiiiii e 0 1.742.429 140.395 0 1.882.824
Other operating iINCOME .........ooiiiiiii e 122.449 23.892 (6.968) 139.374
Net operating INCOME .........cccoeeieinineiieeeree e 1.601.924 1.742.429 2.343.539 (133.492) 5.554.400
Operating EXPENSES ....c.vvuvieieiiiirieere ettt (25.892) (2.314.333) (658.102) (2.998.327)
Net credit impairment ..o (10.815) (10.815)
Profit (loss) before tax 1.576.032 1.742.429 18.391 (791.594) 2.545.258
Lot g T = Q=TT g ET T USSR (286.841)
[ (o) 1 (o T g T=YR Y=Y TP STSTUPRR 2.258.417
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5. Operating segment reporting (cont.)

The operating segments' results for the period 1 January to 31 December 2023* are specified as follows:

Skagi
Insurance Insurance Financial Supporting units
operations Investments services and eliminations Total
INSUFANCE FEVENUE ...t 26.474.076 26.474.076
ClaimS INCUITEA ..ot (20.251.232) (20.251.232)
Insurance contract operating expenses ... (5.905.156) (5.905.156)
Net expenses from reinsurance contracts ............cc.cccceecveeiieenns (174.516) (174.516)
Insurance service result .............cccoeviiiiiiiiiiiic 143.173 0 0 0 143.173
Net interestincome ... 73.683 73.683
Net fee and commisSioN INCOME ..........cceeviviiriiienicieceeceee 355.659 355.659
Financial iINCOME .........coiiiiiiiiei e 4.752.884 58.341 4.811.225
Operating exp. of the insurance investment portfolio .................. (320.987) (320.987)
Net finance expenses from insurance contracts ... (1.184.268) (1.184.268)
Other financial items .........ccccceceiiiiiiieene (476.444) (476.444)
Net financial INCOME ........cceiiiiiiiii e 0 2.771.185 58.341 0 2.829.526
Other operating iINCOME .........ooiiiiiieiie e 68.093 5.961 74.055
Share in the profit of associates, after income tax 9.191 9.191
Net operating iNCOME .........ccoiiiiiiiiiii e 211.265 2.780.376 493.644 0 3.485.286
Operating EXPENSES ....c.ueeiiiiiieeiieeeeiee et e eeeeee e eneeesneeeeneeeas (266.470) (621.762) (888.232)
Impairment of intangible assets ............cccceeveviieiniiieceees (805.628) (805.628)
Profit (loss) before tax (860.833) 2.780.376 (128.118) 0 1.791.426
Lot gL = = 1T ET SO 40.178
L0 {1 (o (g TSI =Y SRS 1.831.604

*The presentation of comparative figures has been revised. For further details, refer to Note 2.

Insurance operations consist of non-life and life insurance, and are specified as follows for the year 2024:

Marine General Accident and
Property and cargo Vehicle liability health
insurance insurance insurance insurance insurance
INSUIANCE FEVENUE ......oeiiiiiiiiiiie et 6.045.707 553.593 15.887.781 1.669.081 2.842.849
Insurance service expenses
= ClaimS INCUIMTE ..ot (4.356.528) (208.526) (12.675.327) (1.200.677) (2.007.606)
- Operating expense of insurance (1.278.270) (154.449) (2.671.099) (389.114) (607.890)
Net expenses from reinsurance contracts (285.770) (115.162) (190.436) (58.996) (72.409)
Insurance service result ..o 125.139 75.455 350.919 20.294 154.944
Health and Total
critical illness direct Foreign
Life insurance insurance insurance reinsurance Total
INSUFANCE FEVENUE ...ttt 921.789 1.261.129 29.181.930 150 29.182.080
Insurance service expenses
- ClaimS INCUIMTEA ..o (296.188) (487.647) (21.232.499) 54.079 (21.178.419)
- Operating expense oOf iINSUFANCE ..........ccccevuerieiieieeieeseeieene (213.887) (252.454) (5.567.164) (8.460) (5.575.624)
Net expenses from reinsurance contracts ...........c.ccoceveeeveeeeenne. (60.866) (164.922) (948.562) 0 (948.562)
Insurance service result ... 350.848 356.106 1.433.706 45.769 1.479.475
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5. Operating segment reporting (cont.)

Insurance operations consist of non-life and life insurance, and are specified as follows for the year 2023*:

Marine General Accident and
Property and cargo Vehicle liability health
insurance insurance insurance insurance insurance
INSUFANCE MEVENUE .....c.oeniiiiriiiiiceeei et 5.676.272 555.763 14.162.203 1.539.949 2.631.053
Insurance service expenses
= ClaiMS INCUITE ..o (4.241.489) (701.488) (11.571.654) (910.334) (2.054.096)
- Operating expense of iINSUrance ..........ccccccevioeeiieesieenieeieee (1.379.810) (159.832) (2.871.645) (412.818) (643.232)
Net expenses from reinsurance contracts ...........c.ccoceveveveveeenne. (349.221) 71.284 44.000 (49.626) 45.814
Insurance service result (294.248) (234.273) (237.095) 167.170 (20.461)
Health and Total
critical illness direct Foreign
Life insurance insurance insurance reinsurance Total
INSUIANCE FEVENUE ......oiiiiiiiiieiie et 833.814 1.066.750 26.465.805 8.271 26.474.076
Insurance service expenses
- ClaiMS INCUITE ... (218.738) (580.761) (20.278.560) 27.328 (20.251.232)
- Operating expense of insurance . (187.429) (221.160) (5.875.926) (29.231) (5.905.156)
Net expenses from reinsurance contracts .............cccoeeceeiieennenne (40.806) 104.040 (174.516) 0 (174.516)
Insurance service result ..o 386.842 368.869 136.803 6.369 143.173
*The presentation of comparative figures has been revised. For further details, refer to Note 2.
6. Insurance service result
Insurance revenue 2024 2023*
QTS T = Ta o= 1Y =Y o TSRS 29.182.080 26.474.076
Insurance service expenses
[0 E o ot =Y OSSP P (21.178.419) (20.251.232)
Insurance contract OPErating EXPENSES .......cc.eiiiiie et e e et ee e st e e st ee e s e e e et e see e neeeameeeeaseeeaneeaaneeeanseeanseeanneeanneenn (5.575.624) (5.905.156)
INSUMGNCE SEIVICE EXPENSES.......oiiiieiiiittiete ettt ettt ettt et e et e e bt et e b e et e e eee e s et e e e bt e ab e ese e eae e s e e s e eate bt et e saseaneebeeaneeneennenane (26.754.044) (26.156.388)
Net expenses from reinsurance contracts held
Expenses from reinsurance CONtracts NEId ............ccviiiiiiiiiie bbbt eae s (995.753) (893.979)
Reinsurers share in iNCUIMTEA CIAIMS .......ooiiiiiiiiii et er et e e bt b e sab e ebn e e e e e e e ne e e nenes 41.546 714.077
Fee and commission income from reinsurance contracts NEld .............ooiiiiiiiiiiiiiie e 5.645 5.386
Net expenses from reinsurance CoNtracts Keld..............c.oiiiiiiiiiiii et (948.562) (174.516)
INSUIaNCe SEIVICE rESUIL, TOTAI ...ttt e at e rn e e bt e et b enn e s 1.479.475 143.173

*The presentation of comparative figures has been revised. For further details, refer to Note 2.
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7. Netinterestincome

Interest income is specified as follows: 2024 2023

Bank deposits, cash, loans and other iNterest iNCOME ..........ooviiiiiiiiiii e 560.879 102.220
Interest on forward CONract AEMVATIVES ........coo.ii ittt et e et e e e ne e e e mbe e e emeeeeaneeanneeeaaneeaees 580.687 106.443
Interest on financial assets at fair VAIUE ... e 206.404 65.183
Interest on financial assets recorded at fair value through other comprehensive inCome ...........ccccoeoiviinieiienicnicnnns 234.383 49.353
g (S eI AT aTeTo LYo (o] c= | PSRN 1.582.354 323.200
Money market deposits and Other DOITOWINGS ........cooiiiiiiiii ettt et e e ee e e sne e e e e neeaneeeeaneeae e (1.019.977) (188.168)
Issued bonds and bills ............cccooerennenen, . (307.849) (49.979)
Other interest expenses (17.471) (11.370)
INtErest @XPENSES, TOTAI ........oiiiiiiie ettt bttt ettt e b e bt et e e ae e e e e e e na e nreenaeenreas (1.345.297) (249.517)
LY QT (=t A g TeTod ' (=T (o = | 237.057 73.683

Interest income and expenses above are from financial services operations. Interest income of insurance
investments is allocated in the statement of profit or loss within financial income along with all other income from
the insurance investment asset portfolio. The breakdown of net financial income is provided in Note 9.

8. Net fee and commission income

2024 2023
Capital markets and corporate fiNANCE ...........ooouiiieieiieee e ettt e et e e e te e srteesaeeessseennneeeseeanseeenseenn 1.070.111 197.692
ASSEE MANAGEMENT FEES ...ttt a et h ettt bt et e e st e saeen e es e en bt eseesae et sheesae e e e e e enneeteens 590.623 128.515
Other net fee and COMMISSION INCOME ........ccuiiiiiiieies ettt e e te e s ee e st e e saae et e e eseeeeseeenteeansaesnneesaseeeseeaneeaenneens 154.937 29.452
Net fee and coOmMMISSION INCOME, TOLAI .........ooiiiiii et e et e e e e e e e e e ee e s e e eeeeeeeeeeesesssnnsrnnenees 1.815.671 355.659
9. Netfinancialincome
2024 2023*
Interest income and other INVESTMEeNt INCOME ... e e 383.903 638.584
Fair value change of equities INSTIUMENTS ........coiiiiiiiii ettt e e es e b eebe s 478.026 1.715.133
Fair value change of other fINANCIAl @SSELS.........coiuiiiiiii ettt e st e e 2.935.406 2.457.509
Fair value change Of fINANCIAI @SSELS..........cii ittt sttt et e eea e sae e e es 3.413.432 4.172.642
[ aT=TaTeiE= TN g TeleT o a L= TR (o} =1 RS RTN 3.797.335 4.811.225
Net finance expenses from INSUrANCE CONTTACES..........iiiuiiiiiiiiie ettt e ettt sbe e e s (1.240.923) (1.184.268)
Other financial items (388.569) (476.444)
Operating expense of the insurance iNnvestment POrtfolio..............oiuiiiiiiii e (285.019) (320.987)
Net fINANCIAl INCOME, tOTAL..........co ettt e e e e e e e e et e et e e eeeeeeesses et aeseeeeseeesseessasssnnannnnaees 1.882.824 2.829.526

Fair value change of equities instruments includes ISK 141 million (2023: ISK 167 million) dividend income from equity holdings.

Interest income and other investment income, net finance expenses and other financial items above are from
Insurance investment operations assets.

*The presentation of comparative figures has been revised. For further details, refer to Note 2.
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10. Operating expenses

The table below shows operating expenses as presented in the Consolidated statement for Profit or Loss.

2024 2023
(@ (a L= g TST T = Tq ot o ST 25.892 266.470
Financial services 2.314.333 621.762
51T TSI o] oo 0 o U a1 £ ST 658.102 0
(@] 1Y T (g Te oD o T=T o ET= TR (o - | SRS 2.998.327 888.232

The following table shows breakdown of total operating expenses, including Insurance contract operating expenses
cf. note 6.

2024 2023
Salaries and related expenses 5.417.296 3.971.062
Other operating expenses ....... 2.896.556 2.502.232
Depreciation and amortisation . 545.118 641.081
1o = OSSPSR 8.858.969 7.114.375
Operating expenses of Skagi supporting units and other iNSUrance Cost ............cuiiiiiiiiiiiie e 683.994 266.470
Operating expenses of financial services 2.314.333 621.762
Insurance contract OPErating EXPENSES ..........eii it e et e e et e e et e e atae et e e see e st e e seeeeaeeeaaseeaneee e neeaneeennseeaneeeenneean 5.575.624 5.905.156
Operating expenses of the insurance investment POrtfolio .......... ..o e 285.019 320.987
OPErating EXPENSES, TOLAI ........iiiiiiiie ettt eh ettt ettt R et a ettt e e eh et e sre st ene et ne e b s 8.858.969 7.114.375

The auditor's fee for the audit of the annual financial statements amounted to ISK 49.7 million (2023: ISK 37.6 million)
and the fee for other services amounted to ISK 2.6 million (2023: ISK 2.6) million. The figures include 24% VAT.

10.1 Salaries and related expenses

Salaries and related expenses are specified as follows: 2024 2023

Salaries .......coceeeveeennnn 4.173.342 3.100.468
Pension fund contributions 582.297 415.398
ST AT TSN o o] o] T =0T T USSR 55.424 0
Special financial activities taX 0N SAIAMES ..........o.iii et e et e e e e e ee e e e nae e e e neeennaeeeneeeenaeens 259.190 176.396
Other Salary-related EXPENSES ..........oiuiiiiiiiieit ittt ettt et et e e et s s e ea b e e s e bt e et e sabesaeesaeenbeeseesneenaeeseesnnenbeens 347.044 278.799
Salaries and salary-related EXPENSES ..........oi ittt et e e e et e e e et e e aeeaanee e s eeeaneeeaneeeeneeeeaneeeaeeeaneeaanneeneen 5.417.296 3.971.062
NUMDET Of FUIIME EMPIOYEES ...ttt e ettt e s he e sa e e be s e e bt et e nneesneesnnenae s 251 208
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10.1 Salaries and related expenses (cont.)

Salaries, benefits and contributions to pension funds to CEO, board members and key management personnel are
as follows:

2024 2023
Salaries and Pension fund Salaries and  Pension fund
benefits contributions benefits contributions
Stefan Hédinn Stefansson, Chairman of the Board
and member of the Risk committee and Remuneration committee ..................... 13.247 1.523 11.418 1.313
Vilhjalmur Egilsson, Vice-Chairman of the Board
and member of the Risk committee and Audit committee ...........ccccoooeevieiieeennen. 8.059 927 7.500 863
Asgeir Helgi Reykfjérd Gylfason, Board member
and member of the Remuneration committee ............ccccceviiiiiiiiiin e 6.348 730 4.275 492
Hrund Rudolfsdoéttir, Board member
and member of the Remuneration committee and Audit committee ...................... 6.069 698 0 0
Marta Gudrdn Blondal, Board MEmMDEr .........c..oveeveiiieiceeeee e 6.674 768 8.061 927
Ragnheidur Hrefna Magnusdéttir, alternate Board member ...........cccccovvieiieiienns 622 72 475 55
Sveinn Fridrik Sveinsson, alternate Board member .............ccooveveeieiiiieeeieeeeenns 490 56 475 55
Gudny Hansdottir, former Board member
and member of the Risk COMMIttEE .........cccuveviiiiii e 1.989 229 7.677 883
Valdimar Svavarsson, former Board member
and member of the Audit COMMIttEE ..........ccovveiiiiiiie e 240 28 7.671 882
Gudny Helga Herbertsdéttir, CEO of VIS* .... 61.160 11.152 54.804 9.579
Haraldur boérdarson, Group CEO of Skagi ... 54.713 9.922 12.928 2.205
Helgi Bjarnason, former CEO of VIS ........ . 35.771 6.618 58.359 10.688
Group senior ManagemeENnt (5)* ......ouo i et 184.662 32.202 37.541 5.747
380.044 64.924 211.183 33.689

* The total salary and benefits of the CEO of VIS includes a 40% deferred bonus from 2020 in the amount of ISK 1,620,599.

** Group management team; Group CFO, Group General Counsel, Group Managing Director of Risk Management, CEO of Fossar Investment Bank
and managing director of SIV Asset Management.

The members of the Board of Directors held 2,200,000 thousand shares at year-end 2024. The CEOs held 56,923,213 thousand shares and
management owned a total of 38,985,229 thousand shares.

The shareholdings of board members and management includes shares held by spouses and dependent children,
as well as shares that they or their spouses own a majority stake in.

10.2 Remuneration policy

The Company's remuneration policy was approved at the Company's board meeting on 28 February 2024 upon the
recommendation of the remuneration committee. Subsequently, the Company's Annual General Meeting approved
the Company's current remuneration policy in March 2024. The Company's remuneration policy undergoes an
annual review and is presented to the Company's Annual General meeting for approval, either with or without
amendments. The remuneration policy complies with the provisions of Act no. 90/2003 on Income Tax, Act no. 2/1995
on Limited Liability companies, and other applicable laws and regulations. Additional information regarding the
policy can be found on the Company's website www.skagi.is.
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10.3 Incentive scheme

Incentive scheme of the Skagi includes general share options, annual bonus scheme, and cash incentives for each
company within the Group, all in accordance with the company's remuneration policy and incentive scheme.

General share options: are call options provided to all employees which are not related to performance cf. note 10.4
which provides further details of General Share options.

Annual bonus scheme: approved by the Board of Directors annually based on performance criteria. Certain
employees of the Group are included in the annual bonus scheme, where the incentive is calculated as a percentage
of the annual salary, either up to 10% or up to 25% of the total annual salary, depending on the nature of the work. In
cases where the employee's maximum incentive is a fixed amount and under the deferral conditions of the law, it is
assumed that the entire amount will be paid out as a salary when the year's results are known. In cases where the
maximum amount is a percentage of the annual salary of the employees, itis assumed that a minimum of 40% of the
incentive scheme will be delivered in the form of share related payments, either shares or share options, that will be
delivered after three years have passed. Information on share options in relation to annual bonus incentive scheme
can be found in note 10.4.

Cash incentives: For all employees of VIS a cash incentive is in place, where cash incentives are paid equally to
employees in accordance with performance criteria. The maximum amount per employee according to the cash
incentive was 500,000 ISK per year.

Incentive scheme payments through profit and loss

YTD 2024 YTD 2023
[N oL Be L=t =Y =Y USSP (94.164) (91.158)
[T =T Y OSSPSR (53.528) (31.150)
SalAry relat@d EXPENSES ......ooueii ettt e ettt ettt e e atee e et e e amee e s et e ae et e an et e eR et e e as e e e Rt e e eneeeanseeaneeeanneeanneeeneeeeaneeenneeean (44.308) (36.692)
TOAI ettt bt e et R h bRt E e e e Rkt etk ekt er ettt et e e ne e et ereea (192.000) (159.000)

Deferred incentive scheme payments in the statement of financial position
31.12.2024 31.12.2023

[ = =Y =Yoo=} 0 T=Y o PSSR 238.599 185.859

10.4 Share options and share related payments

The Company has issued a general share options and share options in relation to annual bonus scheme in
accordance with authorization of the Annual General Meeting and the Company’s remuneration policy.

General share options

General share options are call options issued by the Company to all employees of the Group in the amount of ISK 1.5
million (market value) per employee per year based on a fixed exercise price per share. Issue of general share options
are approved by both the Icelandic Tax and Customs and the shareholders of the Company. In October 2023, share
option agreements were executed with employees of the group in accordance with a one-year share option plan
authorized by the Board of Directors as part of the remuneration policy approved at the Annual General Meeting in
March 2023. A total of 239 employees participated in the program, entering into agreements covering up to
20,973,700 shares, assuming full exercise of the options. In December 2024, 189 employees of Skagi and its
subsidiaries exercised their share options, acquiring 18,220,862 shares at an option price of ISK 15.25 per share,
resulting in a total transaction value of ISK 277,868,190.
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10.4 Share options and share related payments (cont.)

At the Annual General Meeting held on March 21, 2024, the Board of Directors was granted authorization to
implement a new three-year share option plan and to enter into share option agreements with employees of Skagi
and its subsidiaries under this framework. The agreements were executed in accordance with the approved plan,
which entitles option holders to purchase shares in the company for up to ISK 1,500,000 once per year over a three-
year period, beginning 12 months after the signing of the agreement.

There is no vesting condition in order to be able to exercise other than 12 months having to laps after signing and
being an employee of the Group upon exercise of the general option. For those general options that are forfeited, it
can also be because employees choose not to exercise the option.

Total cost of general options in 2024 amounts to ISK 36 million.

The Company has the right, in accordance with articles of the Company, to issue new shares and/or own shares to
meet its obligations under the general share options.

Number of Exercise Exercise
shares year price
ISSUBA 1N 2023 ...ttt 20.974 2024 15,25
Issued in 2024* ... 19.307 2025 19,11
Issued in 2024* ... 19.307 2026 19,11
Issued in 2024* 19.307 2027 19,11
*Up to ISK 1.5 million annually per employee
Av.exc.price Share
General share option movements during the year: per share options
AL 1112023 .t e et h e h R h e e R e a ek h e £t b etk e e ea ekt e a et ettt en et enenne e 0
Grant@d N 2023 ...ttt ettt bt E et E et b h e b et eh et ettt etk ne et e neee 15,25 20.974

[T o7 T=Y o OSSR 0
Lo T L= C=Y o a2 02 SRS 0
LT L B D 1 ST URURPR 15,25 20.974
GraNtEA N 2024 .......ooeeeeeeeeeee ettt ettt et e te e st e sae e teeseeete et e es e e eateaseesteesaen Rt et e eR e e es e e eReenteeseeseeneeeneeensenteenteneenneeaenneennenn 19,11 57.922
Exercised in 2024 ... 15,25 (18.221)
Forfeited in 2024 .... 15,25 (2.753)
F T L e 0 0 P UR PR 19,11 57.922

Share options in relation to annual bonus scheme

Share options in relation annual bonus scheme are based on those employees of the Group that receive call options
as part of their annual incentive scheme, which includes those employees that receive incentive at the range of 10%
up to 25% of annual salary.

On March 4™, 2024, 7,988,035 share options were issued as part of certain employees ~ 2023 performance related
incentive scheme. The options can be exercised 3 years from signing (or in 2027) and are based on weighted average
share price of 17.72 (based on last 10 trading days before issue date) in addition to risk free interest rates (of 7.63%)
the exercise price is 22.1 which will be adjusted for dividends. Valuation of the share options were calculated based
on Black Scholes formula. At year end the remaining lifetime of the options is 2.2 years. For the share options, these
certain employees pay a total of ISK 26.3 million from deferred incentives. The terms of the share option agreements
are in accordance with the company's remuneration policy and incentive scheme.

The value of share options is determined using a Black-Scholes calculation and the value fits within the laws and
regulations that apply to insurance companies' incentive scheme. The total cost of the share options in relation to
incentive scheme amount to 11 million in 2024.

The Company has the right, in accordance with articles of the Company, to issue new shares and/or own shares to
meet its obligations under the share options in relation to incentive scheme.
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10.4 Share options and share related payments (cont.)

Number of Exercise Exercise
shares year price
[STSTO = I 0 A B (ST 0 ) OSSR 0 0 0
Issued in 2024 (ISK 26.280.836) ..........cciruiruiriiireriiieieieeeeite ettt sttt sttt 7.988 2027 17,72
Av.exc.price Share
Movements of share options in relation to incentive scheme during the year: per share options
AL 112023 .t h ek h bR bt R R e A ek bt e £t e E etk ee e e et ekt ea et eb ettt et enenne e 0 0
Grant@d N 2023 ..ottt ettt bt E e et h e h e b e et ettt e ekt ne et e neee 0 0
Forfeited in 2023 .. . 0 0
AS At BT1.12.2023 ...ttt h bR et E ettt ekt a e a e bt e b et bt r e ns 0 0
L= aN C=To I 20 R RRRRRRRRPRR 17,72 7.988
FOIEItEd iN 2024 ...ttt bttt h ettt e etk etk ekt bt et eh e bt et be et et n e e re e 17,72 (656)
AS At BT1.12.2024 ...t h bt h e h e E etttk a et h ettt he et bt n e ens 17,72 7.332
11.Income tax
11.1 Calculated income taxes
Income taxes are calculated and recognized in the financial statements.
Effective tax rate: 2024 2023
Amount % Amount %
Profit before income taxes 2.545.258 1.791.426
Income tax according to prevailing tax rate ...........cccoceeiiiiiiiiiie i 534.504 21,0% 358.285 20,0%
Fair value changes of financial assets ... (226.863) -8,9% (293.002) -16,4%
Share in profit of @SSOCIAtES ........covviiiiiiii e 0 0,0% (1.838) -0,1%
Effect of holdings in ComMpPanies ..o 0 0,0% (52.089) -2,9%
Share of profit of non-taxable companies (8.442) -0,3% (17.514) -1,0%
DivVIdeNdS FECEIVEA ........eeiiiiiiiiiie et (50.198) -2,0% (33.427) -1,9%
Special tax on financial @CtIVIty ............ceoeriiiii i 28.951 1,1% 0 0,0%
Effect of temporary change in tax rate ........c.cccoceiiieiiiiie e 9.247 0,4% 0 0,0%
Other CRANGES ...ttt s sb e bt nbaeenaes (358) 0,0% (593) 0,0%
Income taxes according to the statement of profit or loss .........cccccceceviieiiienienn. 286.841 11,3% (40.178) -2,2%
11.2 Deferred taxes
Deferred tax asset and (liability) is specified as follows: 2024 2023
Deferred tax Deferred tax Deferred tax Deferred tax
asset liability asset liability
At the beginning Of the YEar ........ccciiiiiie e 191.211 (271.629) 78 (116.389)
Assumed deferred tax asset upon investment of subsidiary . 68.000 0 120.213 0
Acquired trademarks and business relationships ...........ccccoceevieiinninie e, 0 (102.000) 0 (258.300)
Income taxes according to the statement of profit or 10SS ........cccccoevviiiieiiniennn. 31.171 (318.012) (92.681) 132.859
Effect of share in the results of non-independent taxable entities ............ccc.ccceeeene 0 (8.442) 0 (16.712)
Taxes to be paid for the Year ..........ccooie i 170.733 341.974 150.512 0
TOAI e e et 461.117 (358.107) 178.122 (258.540)
Deferred tax assets and liabilities offsetting ...........ccooeviiiiiniiieie 0 0 13.089 (13.089)
Net deferred income tax asset and (liability) at year end ...........cccccoveeviinieiiecnnns 461.117 (358.107) 191.211 (271.629)
The main terms of deferred income tax asset and (liability) are specified as follows:
2024 2023
Deferred tax Deferred tax Deferred tax Deferred tax
asset liability asset liability
Operating assets and SOftWare .............ccccoiiiiiiiiiici e (2.332) 23.559 (766) 36.286
INtANGIDIE @SSELS ... (446) (326.602) (1.198) (251.843)
FINANCIAl @SSELS .....ooeiiiiiiii e 0 (55.339) 0 (53.557)
Derivatives .............. 22.612 0 14.476 0
Tax loss carry-forward 440.526 0 177.415 0
[ (=Y (=T o TSR 756 274 1.282 (2.516)
Deferred income tax asset and (liability) at year end ............ccoceeiiniiiniinceens 461.117 (358.107) 191.211 (271.629)
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11.2 Deferred taxes (cont.)

A deferred tax asset has been recognised in respect of ISK 441 million (2023: ISK 177 million) of unused tax losses
which management expects will be utilized against future taxable profits. Included in unrecognised tax losses are
losses of ISK 974 million that will expire in 2034, ISK 1.068 million that will expire in 2033 and ISK 159 million that will
expire in the year 2031-2032.

12. Earnings per share

Basic earnings per share (EPS) is calculated based on earnings attributable to shareholders and the weighted average
number of shares outstanding during the reporting period. Diluted EPS is determined by adjusting the weighted
average number of shares outstanding to account for the potential conversion of all dilutive ordinary shares,

including share options granted to employees. The company has issued share options that have a dilutive effect on
EPS.

Earnings per outstanding share is calculated based on the following assumptions:

2024 2023
Profit for the year attributable to shareholders of the Parent Company ...........cccoouiiiiiiiiiiieiese e 2.264.210 1.846.832
Weighted average number of outstanding Shares ............ooo oo 1.895.993 1.906.255
F N[ (g T=Ta Y S (o] =1 (oo o] o) o o1 S 57.922 0
Diluted weighted average number of outstanding Shares .............cocouiiiiiiiiiiie e 1.953.915 1.906.255
BasSiC @arNINGS PEI SNATE .......coiiuiiiiiieit ettt ekt h ekt e et ehb et e ea e e bt e bt 1,19 0,97
Diluted @arNINGS PEI SNAIE .......oiiiiiiiii ittt eh et e e bt e e eb et et et et e b et ekttt eae e e e en e e e be e nnae e nen e 1,16 0,97
13. Cash and cash equivalents
Cash and cash equivalents at year-end are specified as follows: 31.12.2024 31.12.2023
U3 To SRS 0 20.438
Bank deposits N ISK ..ottt ettt ettt ae e s 2.088.309 2.134.293
Bank depositS iN FOr€IGN CUIMMENCIES ........c.uiiuiiiieiieiii ettt ettt ettt ettt e st e e bbbt e e bt saeesbe e b e e n b e et e nseeneeenaenees 233.650 115.961
(0211 g TR o I oz 1] g I =Y o U= [T o R 2.321.959 2.270.693
14. Financial assets
Financial assets are specified as follows:
31.12.2024
Insurance Financial
Shares in other companies investments services Total
Listed on domestic StOCK @XChaNGES ..........couiiiiiiiiiii e 4.650.350 464.211 5.114.561
Listed on foreign StoCk €XChangEes .........ccooiiiiiiiiiiic s 3.400.052 0 3.400.052
Other COMPANIES .....eiiiiie ettt ettt e et e e et e e eee e smteeane e e st e e emeeeeeeeeaneeeaneeeaneeeanneeanes 7.953.557 4.809 7.958.366
16.003.959 469.019 16.472.978
Other securities
Government-backed SeCUrities, INAEXEA ...........ccvveiiiiiiiii et e e e e eeaaeees 3.790.116 428.568 4.218.684
Government-backed securities, NON-INAEXEA ............eeueriiiiiiieiiiiee e aaneees 5.998.580 5.237.732 11.236.312
[ (=Tl oo o [ TSSO PR SR 8.612.351 0 8.612.351
Bond funds .........ccoceeune 8.010.225 329.530 8.339.755
Institutional investor funds . 2.511.653 0 2.511.653
28.922.926 5.995.830 34.918.756
Total fINANCIAl ASSELS .....c..ocviiiieii e 44.926.884 6.464.850 51.391.734
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14. Financial assets (cont.)

31.12.2023
Insurance Financial
Shares in other companies investments services Total
Listed on domestic StOCK @XChaNGES ..........ocuiiiiiiiiii i 3.852.460 332.563 4.185.023
Listed on foreign StOCK €XChaNGES .........ooiiiiiiieee e e e 1.896.105 0 1.896.105
Other COMPANIES ...ttt et e e e s e e e see e sm e e e nee e seeeemeeeeseeeaneeeaneeeaneeeanneeanes 6.408.261 4.758 6.413.019
12.156.827 337.320 12.494.148
Other securities
Government-backed SECUNtIeS, INAEXEA ...........ooeeeiiiiiiiieeeeee e e e eeeeeeees 4.338.264 272.468 4.610.733
Government-backed securities, NON-INAEXEA ............eeeieiiiiiiie i 5.066.129 4.186.715 9.252.843
(@71 aT=T ol oo s o ST SRR 12.044.764 0 12.044.764
Bond funds . 6.628.339 102.940 6.731.279
Institutional INVESTOr FUNS ...t e e e e e e e ee e nnnes 2.524.266 0 2.524.266
30.601.762 4.562.123 35.163.885
Total fINANCIAI ASSELS ...ttt ettt e e ee e e e e e nee e nneeeneeeeneeeeanen 42.758.589 4.899.443 47.658.033

15. Securities used for economic hedging

The Group, via Fossar, offers its clients exposures through derivative contracts on listed bonds and equities
instruments. To hedge these client exposures the bank holds the underlying securities for economic hedging which
are accounted for on its balance sheet. The carrying amount of securities held for this purpose is as follows:

31.12.2024 31.12.2023

Government bonds

............................................................................................................................................................. 1.068.281 991.441
Equities instruments . 4.721.242 2.877.705
L@ 13Tt oo T LRSS 313.318 651.968

6.102.840 4.521.114

16. Loans to customers

Loans to customers are specified as follows:

31.12.2024 31.12.2023

Loans to customers

......................................................................................................................................................... 7.890.836 1.672.720
IMPAIFMENT OF I0BNS ...t sttt e e bt b e e bt e bt eas e e e bt e et e ebe e st e be e s e ereeabeenneene e (10.815) 0
7.880.021 1.672.720

Loans to customers includes both margin loans and credit loans and are all payable within 24 months. These loans

are non-indexed and secured by liens on the borrowers’ assets. Further analysis of loans to customers is provided in
notes 35.10 and 35.11.
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17. Derivatives

Forward contracts derivatives are specified as follows:

Assets 31.12.2024 31.12.2023

Derivatives, equities . . 113.267 126.986

DErIVALIVES, DONGS ...ttt a e h et e et ookt e e b e ek £ e et e ee et et e e ae ettt 5.273 16.249
118.541 143.235

Liabilities

DErIVALIVES, EQUILIES ... ittt et ettt e e et e s aee e ae e e em et eame e e emee e e e e e e neeeameeaaneeenneeeameeeaneeeanneeenneeeaneeenns 229.745 194.563

[ LY V=Y Y=Y oY o Vo £ 1.854 21.052
231.599 215.615

The Group, via Fossar, offers its clients exposures through forward contracts derivatives on listed bonds and equities
instruments. To hedge these exposures the Fossar holds the underlying securities which are accounted for on its
balance sheet cf. Note 15.

18. Investments where investment risk is borne by the life-insurance policyholders

The Group, via Lifis, offers life-insurance policies which consist of life insurance and contribution to investments
funds. The investment component in these contracts is considered distinct and therefore accounted for separately
applying IFRS 9. The cost of the life insurance decreases as the amount in the investment fund increases and ceases
by the time the amountin the investment fund exceeds the life-insured amount. The life-insurance policyholder bears
the investment risk.

BalanCe @t 01.01.2024 ........oiuiieeeeeieie ettt ettt ettt s ettt h ettt e R £ Rt et eR £ R £ en et eR e en e e e £ e A £ e e e R e AR s e Rt Rt eR e Rt Rt eReeR e eaeeReen e ene et eneene e bennenean 1.047.382
Premiums 32.516
(6= 11 T U OO TSP OO U ST R PO RUPRPRRRPOPPOI 303
L 1Y o T | SOOI (158.990)
Return of investments ............cccccociiiiiiiinnes 110.580
Premiums for life insurance & waiver of premium . (7.050)
Cost (fees & discounts) .........cccceeveerieriiiieninennne. . (1.197)
BalanCe @t 31.12.2024 ..ottt b e et h e et R e b eh e e R Rkt eh et ekt eh ettt st et et en 1.023.545

19. Share in subsidiaries

31.12.2024 31.12.2023 Principal activity
VIS tryggingar hf. ......cvvceeeeeeeeeeceeeeeeeeeeee e 100,0% 100,0% Seeking licence for insurance operations
Fossar fjarfestingarbanki hf. 100,0% 100,0% Investment banking
VF Nord ehf. .......cccooeennnne. 100,0% 100,0% Investing activites
Liftryggingafélag islands hf. ........c..cccocovoeviereiccieecseeeeee e 100,0% 100,0% Life insurance
ISIENSK VEIBDIEF Nf. ... 100,0% 0,8% Brokerage and custody
iV sjodir hf. ............... 100,0% 0,8% Asset and fund management
SIV eignastyring hf. .........ccooiiiiiii 70,0% 72,0% Asset and fund management

On 7™ May 2024 Skagi signed a purchase agreement with the shareholders of islensk verdbréf hf. (iV). Management
of the Group expects the acquisition will strengthen the Group‘s financial services through the well-known brand of
iV, customer relationships, expertise of management and staff of iV and synergies with other components of Skagi‘s
financial services segment. After obtaining regulatory approval, the acquisition was finalised with Skagi becoming
100% shareholder and iV was consolidated into the financial statements of the Group as of 15t October 2024.

The table below shows the fair values of iV‘s identifiable assets and liabilities at the acquisition date.
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19. Share in subsidiaries (cont.)

Assets acquired and liabilities assumed

Cash and cash equivalents 230.190
Financial assets .............ccccce.. 12.321
Intangible assets .... 576.000
Other assets ................ 307.745
Deferred tax Habilities ...........oocuviiiiiiiie e e e e e e st e e snne e naee e (102.000)
(@1 o 1=l [T o111 LTSS PR TR (238.145)
Total assets acquired and liabilities assumed ...........ccceccicmirirccser s 786.112
[T ToTo 17| 861.008
Total CONSIAEIALION ..ot et ettt e et e e et e e e bee e s abe e sabe e e ente e annen 1.647.120

Satisfied by:
(07 1] o USSP P R TR PSR 1.613.665

Contingent consideration arrangement 33.456
1.647.120

Net cash outflow arising on acquisition:

(0= 1] s I oo g -1 To (=T = i o] o PRSP 1.613.665

Less: cash and cash equivalent balances acquiried ...........ccoooceeiiiiiiiiee e (230.190)
1.383.474

The consolidated income statement of the Group for the period from January 15t to September 30" 2024 does not
include [V’s operations, as the acquisition concluded in the fourth quarter and was consolidated with Skagi as of 1°
of October 2024. Net operating income of iV during 4Q 2024 amounted to ISK 202 million and profit after tax
amounted to ISK 63 million during the same period. Had the acquisition taken place on January 15' 2024, the Group’s
estimated net operating income would have increased by ISK 435 million, and profit after tax before discontinued
operations would have decreased by ISK 103 million.

20.Share in associates

Book value Book value

Share 31.12.2024 31.12.2023
LI o 1E 2 O PVSSTPTRRPR 35,0% 135.994 151.393
BT =3 =Y o | PSR 33,3% 12.883 38.889
148.876 190.283

T Plus is an Icelandic financial services provider specializing in back office outsourcing for the financial services
sector. Services provided range from clearing and settlement of securities, custody services and pension fund
services. T Plus operates according to Act No. 161/2002 on Financial Undertakings and is under the supervision of
the Financial Supervisory Authority.

Vex ehf. is an independent asset management company operating according to Act No. on 45/2020 on Asset
Management Companies for specialized funds and is under the supervision of the Financial Supervisory Authority.

Changes in holdings in associates are specified as follows:

31.12.2024 31.12.2023

Balance at beginning of year ....... 190.283 98.366
Purchase of shares in associates 0 82.725
Share reduction in accociates ......... (26.007) 0
Share in profit of associate ...... 0 9.191
[REToT TV =Te [ 1Yo [T T PSSRSOt (15.400) 0

148.876 190.283
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21. Intangible assets

Customer
Cost Goodwill relationships Brands Software Total
Cost at 1.1.2023 ........ooiiiiiieeeee e 474.599 0 0 3.780.775 4.255.374
Additions during the year 1.767.984 925.000 305.000 178.524 3.176.508
Taken over due to acquisition of subsidiary ............cccocevvvereniene 0 11.195 5.146 25.036 41.377
Cost at 31.12.2023 .......cccoviiieeeeee e 2.242.583 936.195 310.146 3.984.335 7.473.259
Additions during the period .. 861.008 217.000 316.000 9.661 1.403.669
Total cost 31.12.2024 .......cooviiiiieeeee e 3.103.591 1.153.195 626.146 3.993.996 8.876.928
Amortisation
Accumulated amortisation as at 1.1.2023 ..............cccociviiiiinne 0 0 0 2.840.550 2.840.550
Amortisation for the Year ...........ccccvviiviiiciiceciec e 0 23.125 7.625 313.121 343.871
Impairment 0 0 0 805.628 805.628
Accumulated amortisation as at 31.12.2023 ............cceeiiieiieenee 0 23.125 7.625 3.959.299 3.990.049
Amortisation for the period ..o 0 103.488 36.514 12.872 152.874
Accumulated amortisation as at 31.12.2024 ............cccoeiiieiieenns 0 126.613 44.139 3.972.171 4.142.923
Carrying amount
Carrying amount at the beginning of the year 2023 .................... 474.599 0 0 940.225 1.414.824
Carrying amount at year-end 2023 ...........ccccevieninieiie s 2.242.583 913.070 302.520 25.036 3.483.211
Carrying amount as at 31.12.2024 ...........ccccovirieenincicereen 3.103.591 1.026.582 582.007 21.825 4.734.006
Amortisation rates ..........oocooioiiiii e 0% 10% 10% 10-33%

Assets such as goodwill are subject to annual impairment testing, or more frequently when there is an indication of
impairment. Goodwill is allocated to cash generating units ("CGUs") for the purpose of impairment testing. Goodwill
has been allocated to the following CGUs; Insurance operations and Financial Services operations. The allocation
is made to those CGUs or groups of CGUs that are expected to benefit from the business combinations in which the
goodwill arose. Internally developed software in the insurance operation was impaired fully in 2023 as a result of
impairment testing showing insignificant value of the software. Software additions during the period consists of third-
party software development that was acquired separately.

The goodwill impairment testing was made at the end of the fiscal year. Results of the impairment testing show that
the recoverable values exceed the carrying values of goodwill. In addition to the base case testing, additional
scenarios were tested where some key inputs had been stressed. In all scenarios tested the results show that there
is sufficient headroom and that there are no triggers indicating that impairment is required.

The cash flow projections for the impairment testing are derived from the Group's three year business plan which has
been approved by the Board of Directors. In some instances, the Group's subsidiaries have prepared a three year
business plan which has been approved by the Board of Directors of those companies. Management prepares a cash
flow projection for each CGU, which is derived from the three year business plan and is also based on management
assumptions. The following table shows the key assumptions used in the estimation of the recoverable amount. The
recoverable amounts are calculated by discounting the estimated future cash flow of the CGUs and the terminal
value of which has been determined by use of a long-term growth rate. The time value of money and price of
uncertainty are based on external market information about market risk, interest rates and CGU specific elements
like country risk. It is management opinion that reasonable changes in key inputs would not lead to impairment of
goodwill.
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21. Intangible assets (cont.)

Future Discount Goodwill
31.12.2024 growth rate rate book value
INSUFANCE OPEIALIONS .. .veviiiiiiieie ettt ettt et e et ette et e e st e sseesaeesteesaense e e e sseesseesaeanseeseenseenseeeesseeseens 5,0% 13,1% 474.599
FIN@NCIAI SEIVICES .....oiiiiii ettt ettt ea ettt saeeaeeeanens 3,0% 15,5% 2.628.992
Total goodwill 3.103.591
Future Discount Goodwill
31.12.2023 growth rate rate book value
INSUFANCE OPEIALIONS ...ttt ettt ettt ettt s et ehe e e e en e e e be e e e e enn e 5,0% 14,1% 474.599
Financial services .... 3,0% 16,5% 1.767.984
LI ] €= e T o T 1V S 2.242.583
22. Property, plant and equipment
Property and equipment Computer,
Buildings equipment
Cost and land and vehicles Total
C0St At 1.1.2023 ...ttt b e ettt 113.840 1.399.839 1.513.681
Additions during the year ....................... . 0 69.218 69.218
Taken over due to acquisition of subsidiary .. . 0 71.555 71.555
Sold and disposed of dUrNG the YEAT ..........cc.ooiiiiiiiiiiir e e 0 (19.186) (19.186)
TOtal VAIUE 1.1.2024 ...ttt ettt e sttt h ettt et een e 113.840 1.521.427 1.635.270
Additions during the year . 0 207.928 207.928
Sold and disposed of dUuring the YA ...........ccceiiiiiiii e (866) (15.905) (16.772)
Total COSt at 31.12.2024 .......ooiiiiiie ettt et 112.974 1.713.450 1.826.426
Accumulated depreciation
DEPreciated 1.1.2023 .......coiiiieieieiie ettt ettt et e ettt e et s et be e eee e en et s s e e enen 57.923 1.109.576 1.167.498
Depreciation for the year 2.185 136.051 138.236
Depreciated 1.1.2024 ..... 60.108 1.245.627 1.305.734
Depreciation for the year 2.181 170.139 172.320
Depreciated 31.12.2024 62.289 1.415.766 1.478.054
Carrying amount
Carrying amount at beginning of the year 2023 ............ccoiiiiiiii e 55.917 290.263 346.180
Carrying amount at beginning of the year 2024 ..o s 53.732 275.800 329.531
Carrying amount at end of the year 2024 .............cooiiii i 50.684 297.684 348.367
DEPIECIAtION FALES .......c.e.vveieieeeeeeeceee ettt ee et et e et e te e esee et et essaseesseesas s eeeeesessesateeseesasateneeeseseetennns 3% 10-33%

The assessment value of buildings at year-end 2024 amounted to ISK 126 million (2023: 136 million). The insurance

value of buildings amounted to ISK 327 million. The insurance value of property and equipment amounted to ISK 640
million.

Leases 31.12.2024 31.12.2023
Right Of USE @SSt @t YEAI @NA ........iiiiii ettt 351.989 584.453

Included in buildings and land are Right-of-use assets from lease agreements in the amount of ISK 352 million (2023:
ISK 584 million). For further information on leases please refer to note 28.

31.12.2024 31.12.2023
Total property, plant and equipment at year @Nd ..o ean 700.356 913.984
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23. Assets from reinsurance contracts held

31.12.2024 31.12.2023*

AsSEts fromM reMaINING COVEIAGE .......oiuiiitiiiiitieie ittt ettt ettt sttt et es e e saeeshe s bt eae et e e bt eabesbeesbeenbenbee st eneenaesneenseans 207.751 187.525
Assets from incurred claims ........ . 1.182.060 1.403.165
REINSUrANCE FECEIVADIES ... ettt ettt ettt e ettt e e et e e aeeeamee e ameeeneeeemeeeanseeenseeeaneeanneeeaneeanns 102.180 10.712
Assets from reinsurance CONracts NEIA ............oiiiiiiiiie ettt st et e et e nsebeesaeeneeas 1.491.991 1.601.402

Assets for incurred claims

Assets for Risk adjustment

remaining Future for non-financial

coverage cash flows risk Total
Balance as at 01.01.2024 (187.525) (1.041.630) (372.247) (1.601.402)
Reinsurers' share of insurance revenue ..............ccccceeeeeniinen. 995.753 995.753
Claims recovered & other directly attrib. income ..............c......... (5.645) (289.628) (176.585) (471.858)
Run-off previous years adjustm. to the LIC ..............ccccoceiiin. 52.421 372.247 424.668
Profit/loss on reinsurance contracts held ............c.ccccoiiiiiieene 990.107 (237.207) 195.662 948.562
Cash flows
Reinsurance premiums paid ........c.ccceeeiiieriiieeiiieee e (1.015.979) (1.015.979)
Recoveries from reinsurance .... 5.645 171.182 176.827
Total cash fIOWS .......ccoiiiiiiiiiee e (1.010.334) 171.182 0 (839.152)
Balance as at 31.12.2024 (207.751) (1.107.655) (176.585) (1.491.991)

Assets for incurred claims

Assets for Risk adjustment

remaining Future for non-financial

coverage cash flows risk Total
Balance as at 01.01.2023 (189.679) (948.132) 0 (1.137.811)
Reinsurers' share of insurance revenue .............ccccccoeeveeeiiieene 893.979 893.979
Claims recovered & other directly attrib. income . (5.386) (477.215) (372.247) (854.848)
Run-off previous years adjustm. to the LIC ... 135.385 135.385
Profit/loss on reinsurance contracts held ............cccccoiiiiiiiene 888.593 (341.831) (372.247) 174.516
Cash flows
Reinsurance premiums paid ...........cccoeiiieiiiiireiiiie e (891.825) (891.825)
Recoveries from reinsurance .... 5.386 248.333 253.719
Total cash fIOWS .......cooviiiiiiiii e (886.439) 248.333 0 (638.106)
Balance as at 31.12.2023* (187.525) (1.041.630) (372.247) (1.601.402)

*The presentation of comparative figures has been revised. For further details, refer to Note 2.

24. Other receivables

Other receivables are specified as follows:

31.12.2024 31.12.2023

[l (=] o X2 Lo I 2= =T SO P PP OUPRTPRTIN 456.136 460.581
Accrued interest iNCOMe and Prepaid EXPENSES ........cciuiiiiiiiiiie ittt ettt ettt e e b e e re e e s be e e sab e e aeneeennee s 1.048.121 794.027
Receivables related to domestic operations and other receivables . . 1.303.474 892.139
(@ (Y=Y C=YeT= A2 o] (=TS TaN (o) 7= O RRRPRR 2.807.731 2.146.748
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25.Insurance contracts

25.1 Insurance contract liabilities

Insurance contract liabilities are specified as follows:

31.12.2024 31.12.2023*
Liability fOr remaining COVEIAGE .........uuiiiiiiiiiiiie ettt ettt ekt e et et e eae e e e et e ebe e e nareeenne e 2.608.357 2.185.132
(e 11110V o o g Yot U4 =Y o7 = T o USRS 26.225.766 24.349.301
Liability for insurance CONracts, tOTa1 ..........cooiiiiii e 28.834.123 26.534.433
Liability for Liabilities for incurred claims
remaining coverage for contracts under the PAA
Present value Risk adjustment
Excluding loss Loss of future for non-financial
component component cash flows risk Total
Balance as at 01.01.2024 2.185.132 0 23.582.941 766.360 26.534.433
INSUFANCE FEVENUE ......oeiiiieiiieiii et (29.182.080) (29.182.080)
Incurred claims & other directly attrib. exp. 21.966.745 273.912 22.240.657
Other cost for insurance services provided . 5.575.624 5.575.624
Run-off previous years adjustm. to the LIC . . (640.740) (421.497) (1.062.237)
Profit/loss on gross bUSINESS .........cccovveiieieiieiieie e (29.182.080) 0 26.901.629 (147.587) (2.428.036)
Finance exp. from insurance contracts ...........c.cccocecveeverveniennnn, 0 0 1.121.708 0 1.121.708
Cash flows
Insurance revenue received ............coccviiiiiiiiiinccc 29.605.305 29.605.305
Claims & other directly attrib. exp. paid ........cccccoiiiiiiiiiiee (20.423.661) (20.423.661)
Insurance operational cash flows ...... . (5.575.624) (5.575.624)
Total cash flows ..........ccccueueenene 29.605.305 0 (25.999.285) 0 3.606.020
Balance as at 31.12.2024 2.608.357 0 25.606.993 618.773 28.834.123
The risk adjustment calculation corresponds to an 85% confidence interval as at 31 December 2024.
Liability for Liabilities for incurred claims
remaining coverage for contracts under the PAA
Present value Risk adjustment
Excluding loss Loss of future for non-financial
component component cash flows risk Total
Balance as at 01.01.2023 2.211.273 0 21.997.958 878.499 25.087.730
INSUFANCE FEVENUE ..ottt (26.474.076) (26.474.076)
Incurred claims & other directly attrib. exp. .. . 21.144.872 371.036 21.515.908
Other cost for insurance services provided ...........ccccoeeoeiiieennnen. 5.905.156 5.905.156
Run-off previous years adjustm. to the LIC ..............cccooiiiiiiiis (781.502) (483.174) (1.264.676)
Profit/loss on gross bUSINESS .........cocevveiieiieiiiiie e (26.474.076) 0 26.268.527 (112.139) (317.689)
Finance exp. from insurance contracts ............ccccocoeeiieniiennenne 1.070.275 1.070.275
Cash flows
Insurance revenue received ........... 26.447.935 26.447.935
Claims & other directly attrib. exp. paid . (19.848.662) (19.848.662)
Insurance operational cash flows ..........c.ccoceeeiiiiniincniiciieees (5.905.156) (5.905.156)
Total cash flOWS .........coeiiiiiiiiiicc e 26.447.935 0 (25.753.818) 0 694.117
Balance as at 31.12.2023* 2.185.132 0 23.582.941 766.360 26.534.433

*The presentation of comparative figures has been revised. For further details, refer to Note 2.

The risk adjustment calculation corresponds to an 85% confidence interval as at 31 December 2023.
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25.2 Development of incurred claims

The table shows the Group's estimate of the total amount of claims for each claim year and how this estimate has
developed from year to year. The liability is based on paid claims, reported but unsettled claims and unreported
claims.

Total amounts in ISK million

2017 2018 2019 2020 2021 2022 2023 2024 Total
Estimate of final claim expenses
At end of claim year .........ccccoeevenenene 12.664 14.555 16.404 16.105 17.046 18.860 22.354 23.160
One year later ........ 15.385 16.331 18.351 15.377 16.532 19.610 22.267

Two years later .. 15.360 17.974 19.102 15.840 16.120 18.928
Three years later ... 15.949 18.374 19.507 15.618 15.984
Four years later ..... 16.399 18.441 19.325 15.561

Five years later .............ccocoeiiiinin. 16.298 18.265 19.439

Six years later .......ccccoceviiiieninee 16.022 18.245
Seven years later ........cccooveeeviiiiiiennne 15.928

Estimate of accumulated claims
at year-end 2024 .........c.ccevviiiiieiienn, 15.928 18.245 19.439 15.561 15.984 18.928 22.267 23.160

Accumulated payments

Atyear-end 2024 ...........ccccueviiiinaanns 15.821 18.079 18.653 15.047 13.952 15.207 14.001 10.695

Claims provision at year end 2024 ...... 107 167 787 514 2.032 3.721 8.266 12.465 28.061
Discounting .......cceeeereenieniiieee e -6 -15 -46 -47 -203 -290 -713 -1.299 -2.618
Older insurance contract liabilities 164
Risk adjustment 619
Insurance contract liabilities, total 26.226

The following tables show the reinsurers' share of the liability and the liability net of reinsurance.

Assets from reinsurance contracts held in ISK million

2017 2018 2019 2020 2021 2022 2023 2024 Total
Estimate of final claim expenses
At end of claim year .........ccoocevvvieenens 135 668 564 139 878 276 468 392
One year later .... 34 651 695 221 823 253 409
Two years later .. 33 889 708 194 813 232
Three years later ..........ccccceeviveiinns 33 901 707 215 770
Four years later ..........ccococeeiiininnns 33 900 664 210
Five years later .. 33 839 708
Six years later .......cccccvvvvinieniieiiieenns 33 612
Seven years later ........cccoocveeeiiniinnnne 149
Estimate of accumulated claims
at year-end 2024 ..........coceoveiiiiennnnn. 149 612 708 210 770 232 409 392
Accumulated payments
At year-end 2024 ...........cccveeieiennnnn. 149 614 644 210 143 232 280 152
Claims provision at year end 2024 0 -2 64 0 627 0 129 239 1.058
Discounting .........cccevvveeiiiieniennnns 0
Older insurance contract liabilities ....... 49
Risk adjustment ...........cccooieiiiiinns 177
Insurance contract liabilities, total 1.284
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25.2 Development of incurred claims (cont.)

Net of own account in ISK million

2017 2018 2019 2020 2021 2022 2023 2024 Total
Estimate of final claim expenses
At end of claim year .........c..ccocoeeeeeenens 12.530 13.887 15.840 15.966 16.168 18.584  21.886  22.768
One year later ........ 15.351 15.680 17.656 15.156 15.709 19.357  21.858
Two years later .. 15.327 17.085 18.394 15.646 15.307 18.696
Three years later ... . 15.916 17.473 18.799 15.402 15.214
Four years later .........c.ccocceviciiinceneene 16.366 17.541 18.662 15.351
Five years later .........cccocevvvniiiiinens 16.265 17.426 18.732
Six years later .... 15.989 17.633
Seven years later ........cccooceeeeieiiinnnne 15.779
Estimate of accumulated claims
at year-end 2024 ..........ccoceoeeveieeenennn. 15.779 17.633 18.732 15.351 15.214 18.696  21.858  22.768
Accumulated payments
At year-end 2024 ...........cooceoeiieenn 15.672 17.465 18.009 14.836 13.809 14.975 13.720 10.543
Claims provision at year end 2024 ...... 107 168 723 514 1.405 3.721 8.137 12.226  27.002
Discounting -6 -15 -46 -47 -203 -290 -713 -1.299 -2.618
Older insurance contract liabilities ....... 115
Risk adjustment ...........cccocieiiiiinns 442
Insurance contract liabilities, total 24.942
25.3 Eiopayield curves used on all contracts measured under PAA:
2024 2023
1 year 5years 10 years 1 year 5years 10 years
8,2% 6,9% 5,9% 9,1% 7,0% 6,3%
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26. Financial liabilities
Financial liabilities are specified as follows. For a detailed breakdown, refer to notes 26.1 and 26.2.

31.12.2024 31.12.2023

= To T4 o111 T [ S TSRO PIRN 13.363.421 6.927.385
Issued bonds and bills . 4.387.399 2.285.315
Financial liabilities total 17.750.819 9.212.700

26.1 Borrowings

Borrowings are specified as follows:

31.12.2024 31.12.2023

MONEY MATKEE AEPOSIES ...ttt ettt et e et e e ae e e b e ook s e e she e e mee e es et e s be et beeebeeenbeeeasseeeneeanseeanneean 10.663.421 6.227.385
Liabilities t0 Credit INSHUIONS ..........c.oii ettt bt e b e e et eb e et eb et e e e b e e e 2.700.000 700.000
LI LSS PRSPPSO 13.363.421 6.927.385

26.2 Issued bonds and bills

Issued bonds and bills are specified as follows:

Issued bonds and bills Issued Maturity ~ Type Terms of interest 31.12.2024 31.12.2023
FOS 240228 .......cccoevve e 2023 2024 Bill At maturity, .......cccoeeiiiii 944.105
FOS 24 0530 ......covevvvies v 2023 2024 Bill At maturity, ..o 478.829
FOS 2405302 ......ccccvver v 2023 2024 Bill At maturity, .......cccoeiviiiii 862.381
FOS 250311 ..o 2024 2025 Bill At maturity, 392.440

FOS 25 0530 .. . 2024 2025 Bill At maturity, 962.420

FOS 261 .o 2024 2026 Bond At maturity, floting 1 month Reibor + 1.5% ......... 1.508.772

FOS 281026 ........ccoeviiiiices 2024 2026 Bond At maturity, fixed 9.2% .......cccoooiiiiiiiiii e 1.523.767

Total ..o 4.387.399 2.285.315

27.Subordinated bond

At the end of February 2016, the Company issued a subordinated bond in the nominal amount of ISK 2,500 million.
The bond is classified as Tier Il capital and is included in the Company's solvency. The bond bears a fixed inflation-
indexed interest rate of 5.25%. Its maturity is 30 years but with a prepayment option and a step-up in interest rate to
6.25% ten years after the issue date.

Changes in the subordinated bond from the beginning to the end of the year: 31.12.2024 31.12.2023

S 1= TaTot= T L BN - T (U= TSROSO 3.589.584 3.320.195
Accrued interest and Price INAEXATION .........c..ciiiiiiiiii ettt e e e bt e s sae e sbt e e s bt e esbeeeseeessbeestaeesreeessneeans 364.887 447.853
L= 1o N (T4 T=] (OSSR (190.540) (178.465)
Balance @t 31 DECEIMDET ...tttk btk ettt h £ et bttt he et e e bt ettt n e b nne s 3.763.931 3.589.584
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28. Leases
2024 2023
Right-of-use Lease Right-of-use Lease
Asset Liability Asset Liability

Balance at beginning of year 584.453 636.966 615.906 663.802
Change during the year ......... (35.144) (36.676) 96.478 101.727
Payment of liabilities ............cccoririiiiic e 0 (232.802) (177.853)
[ =T o] Yo =1 (o] o USRS (221.488) (175.924)
Indexation ................. 24.168 24.168 47.993 49.292
Balance at year end .. 351.989 391.655 584.453 636.966

The Group'sright-of-use asset is recognised based on the provisions of leasing agreements, see note 38.21 for further

information. Total payments under lease agreements during the year amounted to ISK 201 million (2023: 178
million).

At 2024 year-end the remaining lease period for the Group's leases was 10-36 months.

Interest expenses in respect of the lease liability during the year, which are included in the operating expenses for the
year, amounted to ISK 21 million.

29. Accounts payable and other liabilities

Accounts payable are specified as follows: 31.12.2024 31.12.2023
ACCOUNTS PAYADIE ...ttt h ettt e b e bt £t e e s e h e oh et ea e ekt eh e e et btk nn e b nen e 1.099.576 785.401
Income tax payable ... . 511.031 150.590
(R g TS T =T a Tt o= 1= T o] USSR 202.631 67.623
[ (Tt = o= OSSPSR 2.744.945 2.156.160
Accounts payable and other liabilities, tOtal .............oo ettt e 4.558.183 3.159.773
30. Share capital and equity reserves
The share capital is specified as follows: 31.12.2024 31.12.2023
Share capital according to the Company's Articles of ASSOCIAtION ..........cocuiiiiiiiiiiie e 1.906.700 1.906.700
Treasury Shares ........oocoooieiieee e (10.742) (1.150)
Share capital according to annual financial StateMENtS ..............oiiiiiiii e 1.895.958 1.905.550

One vote is attached to each share of the nominal value of one Icelandic Krona in the Company.

Statutory reserve

According to the Limited Liability Companies Act, the Company is required to retain amounts corresponding to 25%
of the nominal value of shares in a statutory reserve that is prohibited from being distributed as dividends to
shareholders. Amounts in excess of 25% of the nominal value of shares are at the Company's disposal.

Restricted reserve

According to the Financial Statements Act, the Company is to recognize unrealized fair value income of financial
assets designated at fair value through profit or loss in a restricted reserve among equity which is not distributable
as dividends. According to the Annual Accounts Act, the Company is to restrict the share in profit from a subsidiary
and associate in excess of dividends received.

Retained earnings

Retained earnings consist of accumulated profit or loss of the Company not distributed as dividends or contributed
to statutory reserve or other reserves. Retained earnings can be distributed to shareholders as dividends. However,
solvency requirements limit the amounts the Company can pay as dividends.
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31. Fossar Capital adequacy ratio

The capital adequacy ratio of Fossar is calculated in accordance with Act No. 161/2002 on Financial Undertakings.
The capital requirement due to credit, market, and operational risk is calculated using a standard method and the
bank's capital adequacy ratio is 23.6%.

31.12.2024 31.12.2023
[T (o) =1 =Y [T Y= LA o =Y oo =Y o o SRR 2.683.967 1.925.908
Deduction items (408.387) (218.894)
OWN FUNAS <.ttt et b ettt b b e ee ekt et et etk e etk b e ne et et b s et ettt e bt ne e ettt naen 2.275.580 1.707.014
Risk weighted exposures:
L= TSRS 4.985.493 1.764.845
IVGTKEE FISK ..ottt ettt e bbbt e e b e se e etk bt s e et eh et et ae ettt ea s en e 2.128.398 1.417.711
(@] 01=T = o] o P ] TSP PTOURP PR RPRO 2.518.318 2.372.280
Total FiISK @XPOSUIE @MIOUNL .......iiiiiiiiiiiie ettt ettt ettt he e e et e bt e eh et e st e o et ek et e st e b be e ee e en et e b e e beenaneeneeenneenen 9.632.209 5.554.836
Capital adeqUACY Fatio fOF FOSSAI .......ccuuiiiiiiii ittt ettt b e ee et e bt b e e et et e et e e bt e et e e nbe e s ane e 23,6% 30,7%

The minimum required capital ratio of credit undertakings is 8% according to Article 84 of the Act No. 161/2002 on
Financial Undertakings. The bank shall as of 31 December 2024 maintain an additional capital requirement of 9.1%
of the risk exposure amount. In addition to the minimum required capital base, the Bank must maintain certain
capital buffers, specified by the Financial Supervisory Authority of the Central Bank of Iceland from time to time,
which today consist of a countercyclical capital buffer and a capital conservation buffer, which total 5.0%. The banks
overall capital requirement, taking into account capital buffers, is 22.1%.

32. Solvency of a financial conglomerate

It is assumed that the approval for defining the Group as a financial conglomerate, as defined in Article 3 of Act No.
61/2017 on Supplementary Supervision of Financial Conglomerates, will be obtained and the capital requirement of
the Group is thus now calculated in accordance with the law.

The Group calculates its own funds and minimum own funds in accordance with articles 17. and 18., and method 2
as described in the appendix of Act No. 61/2017, where the own funds and minimum own fund requirements are the
sum of the own funds and minimum own fund requirements of each subsidiary calculated in accordance with the
laws and regulations applicable to each entity. The minimum own funds requirements associated with other assets
and liabilities held directly by the Group are calculated in accordance with the Solvency Il regulatory framework.

Solvency is a measure of the Group's ability to absorb shocks and an indicator of its financial strength. The Group's
solvency ratio is 1.35 compared to the minimum requirement of 1.0. The solvency ratio does not account for future
dividend or share repurchases.

The Group's solvency ratio as a financial conglomerate is specified as follows:

Own funds 31.12.2024 31.12.2023
Own funds available for activities other than INSUFANCE ............cooiiiii et en 2.791.057 1.868.000
Own funds available for insurance activities 18.671.822 17.817.000

TOtAl OWN FUNAS ... bbb bbb bbb bbbt bbbt 21.462.879 19.685.000
Minimum own fund requirements of insurance activities

Solvency capital reqUIrEMENT (SCR) ......oiuieiieiiiiie ettt eete ettt e s e e et et e ere e et et eenteameeeseeeeaeeeaseessenseeeesaeeaseesaenneas 13.567.776 11.867.000

Minimum own fund requirements for activities other than insurance

MinIMUM OWN fUNA FEQUIFEMENES .......eeiuieiiie ittt et e e e et e e st e e sbe b e s sbeeesbeeeabeessbeesbeeesbeeeesbeeeneeannsaessbeesreen 2.335.626 743.000
Total minimum OWN fUN FEQUIFEMENES ...ttt ettt e e e e se e ste e et eseen e e aeeseeeaaeereaeeeneeaneeneeeneanes 15.903.402 12.609.999
Solvency ratio
Solvency ratio Of INSUrANCE ACHVILIES ..........oiiiieiiie ettt ettt e et e e e e e e e sre e s e eseenseanessaeeaaeaaeeneeas 1,38 1,50
LTy T0T o= o1 1Y=Y oy VA =T P 1,35 1,56
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32. Solvency of a financial conglomerate (cont.)

Solvency

The Group “s own funds is based on its equity less intangible assets but including applicable subordinated bonds.
The Board of Directors of the Group has established that the Group “s solvency ratio should always be above 1.25.
The solvency ratio does not account for potential dividend or share repurchases. For every 160 million in dividend the

group solvency ratio would drop by 0.01, i.e. from 1.35 to 1.34 based on end of year balance.

31.12.2024 31.12.2023
Equity according to the statement of financCial POSILION .........couii i e e e 22.270.753 21.171.933
INEANGIDIE @SSEES ...ttt bt b e bt etk R e s e R et Rt bt e bt et bt (4.734.006) (3.483.211)
SUDOrAINAIEA DONM ... bbb 3.763.931 3.589.584
Proposed dIVIAENA PIAN .......c.eiiiiiiie ittt e bt h e h e btk e e eE e e eb et b bt nre e 0 (1.000.000)
Share rePUICNASE PrOGIAIM .........iiei ittt ettt ettt ettt et e bt e e bt e ae e ek e et e e e eh e oot e e bt e e e eE e es e e et eheeae e eb e e s e ek e en e n e e nre e e e ebnenne s 0 (500.000)
[ (3T TP TP PO P PP PRTPPPTRPOON 162.200 (93.231)
Calculated OWN FUNGAS .......oiiiiiii bbb bbb e bbb bbb bt 21.462.879 19.685.076
MiNIMUM OWN fUNA FEQUIFEMENES .......oeiuiiiiie ittt et e et e st e e she b e s sbe e esbeeesbeessbeesbeeesbeeeesbeeeneeenneaensbeesren 15.903.402 12.609.495
1oV o (o - 1o SO TP OSSR P PRSP 1,35 1,56

33. Solvency of insurance activities

The standard rule according to Act No. 100/2016 is applied to calculate the minimum solvency requirements of
insurance activities. The following tables specify how the solvency requirement is divided into subcomponents of
risk. Diversification effects are included since it is not assumed that all risks will be realized simultaneously. An
adjustment for the loss-absorbing capacity of deferred taxes is deducted upon realization of risks. The solvency ratio
of insurance activities is 1.38 compared to the minimum requirement of 1.0. The solvency ratio does not account for

future dividend or share repurchases.

Solvency capital requirements

Base Solvency capital requiremMent (BSCR) ........oiii ittt ettt ete et et e e st e e et e eaeeaseeeneeaaeeenne e neeaneeaneeene
Operational risk .
Adjustment dUE 10 AEfEITEA TAXES ......o.viiitiiiie ittt bttt et s bttt b et nen et n

Total MINIMUM SOIVENCY ...ttt ettt ettt b et eh e £t e e et e bt eh et eh e £ et e et e bt eh et ebe e et et e nbeeenne e

Base Solvency capital requirement (BSCR)

LY =4 =T A ]G SRR
Counterparty risk ....
Life underwriting risk ...
Health UNAErWIIHING FISK ...ttt ettt e e bt e et et e et e e s st e e e s ee et e e eabae e s sasee e neeesaneeeans
NON-TIf& UNEIWITEING FISK ...ttt ettt btk b et eh e bt e s e bt et eee e e bt e e e e nbeenee e
Diversification effects and Other FACOTS ...........coiiiiiii et

LI =TI = 5T USSR

Market risk

INEEIEST FALE FISK ...ttt ettt ekt h st ekt eh e eh s £ e bt et es e e eh e ean e e ee e e bt e e e eb e ebe e e ne e e re e
Equity risk ...
Property risk
S o1CT= Lo I T G TSP PT TP OUPRUR PPN
FOr@IGN CUITEINCY TISK ...ttt ettt et b etk b e et b e et ehe e eh et e et bt et ehe e e bt e et e nbeenee e
Concentration risk .
(DY =Y EYToz= Y o] =] 3 =Y o ST

TOtAl MATKET FISK .. .eee ettt ettt h et oottt e e he e s e a bt e e o oh et e e b e e e s et e e eat e e e aae e enbe e smneeeeseeeennneeeenbeeesnnnn

31.12.2024 31.12.2023
14.961.935 12.916.417
1.035.841 955.206
(2.430.000)  (2.005.000)
13.567.776 11.866.623
8.423.089 6.683.185
1.914.552 1.820.181
251.393 147.200
2.056.803 1.782.403
8.516.322 7.806.635
(6.200.222)  (5.323.187)
14.961.935 12.916.417
577.915 160.382
7.315.682 5.780.115
175.456 189.942
633.718 738.573
507.974 273.147
712.935 1.201.890
(1.500.591)  (1.660.864)
8.423.089 6.683.185
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34. Financial instruments

The Group's financial assets pertain to the following categories of financial instruments:

31.12.2024 Fair value Fair value
through through Amortised
Financial assets profit or loss OCl cost Total
Cash and cash equivalents 0 0 2.212.801 2.212.801
Cash in escrow accounts and term deposits . 0 0 109.159 109.159
Other receivables (without prepayments) ... 0 0 1.726.366 1.726.366
Equity instruments and equity funds 17.108.703 0 0 17.108.703
Debt instruments and other securities 25.411.137 0 0 25.411.137
Secured debt instruments ................ . 0 0 2.407.045 2.407.045
Bonds .......ccoceiiiine 3.496.218 2.499.612 0 5.995.830
Equities and other securities 469.019 0 0 469.019
Securities used for hedging 6.102.840 0 0 6.102.840
Loans to customers 0 0 7.880.021 7.880.021
Derivatives . 118.541 0 0 118.541
Total ... 52.706.458 2.499.612 14.335.391 69.541.462
Financial liabilities
Money market deposits 0 0 10.663.421 10.663.421
Issued bonds and bills 0 0 4.387.399 4.387.399
Borrowings 0 0 2.700.000 2.700.000
Accounts payable and other liabilities (without unpaid taxes) .. 0 0 3.585.316 3.585.316
Subordinated bond ...........ccceceiiiiii e 0 0 3.763.931 3.763.931
Derivatives .............. 231.599 0 0 231.599
Long-term borrowings 0 0 23.394 23.394
TOAI .ttt e ettt ettt et 231.599 0 25.123.460 25.355.060
31.12.2023 Fair value Fair value
through through Amortised
Financial assets profit or loss OClI cost Total
Cash and cash equivalents 0 0 2.270.693 2.270.693
Cash in escrow accounts and term deposits 0 0 154.607 154.607
Other receivables (without prepayments) 0 0 1.992.141 1.992.141
Equity instruments and equity funds .... 13.661.697 0 0 13.661.697
Debt instruments and other securities . 26.387.543 0 0 26.387.543
Secured debt instruments ................ 0 0 2.709.349 2.709.349
1.904.654 2.657.469 0 4.562.123
Equities and other securities 337.320 0 0 337.320
Securities used for hedging . 4.521.114 0 0 4.521.114
Loans to customers 0 0 1.672.720 1.672.720
143.235 0 0 143.235
46.955.563 2.657.469 8.799.510 58.412.542
Financial liabilities
Money market deposits 0 0 6.227.385 6.227.385
Issued bonds and bills .. 0 0 2.285.315 2.285.315
Borrowings ..........cccceeeeen. 0 0 700.000 700.000
Accounts payable and other liabilities (without unpaid taxes) ...........ccocevvrenenenne 0 0 2.668.869 2.668.869
Subordinated bond 0 0 3.589.584 3.589.584
Derivatives 215.615 0 0 215.615
Long-term borrowings 0 0 22.176 22.176
Total 215.615 0 15.493.329 15.708.944

The carrying amounts of financial assets at amortised cost approximates their fair values.
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34. Financial instruments (cont.)
Fair value hierarchy

The following table discloses financial assets at fair value or held-to-maturity according to valuation techniques. The
valuation techniques are separated into three levels based on the significance of the assumptions made in
determining fair value. The levels are as follows:

Level 1: Quoted price in an active market for identical assets.

Level 2: Fair value is not based on quoted prices in an active market (level 1) but on inputs that are observable for the
asset, either directly (i.e. as prices) or indirectly (i.e. derived from prices). Financial assets for which there is not an
active market are classified into level 2. The fair value assessmentis based on recent transactions between unrelated
parties or bid prices of unrelated parties. Comparison to similar financial assets is also applied.

Level 3: Fair value measurement is based on significant inputs other than market value. Fair value measurement of
financial assets classified as level 3 is based on inputs such as valuation from fund managers of investment or
institutional investment funds, put options or the Company's valuation based on financial results or comparison to
other similar financial assets.

The fair value of loans and receivables that bear fixed interest is assessed using the discounted cash flow method,
where the yield is based on the estimated market interest rate for the respective debt instrument on the reporting
date. The fair value of other financial assets and financial liabilities, including of those with variable interest rates, is
not considered significantly different from the carrying amounts at period-end.

31.12.2024 Level 1 Level 2 Level 3 Total
Investment in listed COMPANIES ........cooiiiiiiiiiie e 15.885.858 1.093.877 16.979.735
Holdings in unlisted COMPANIES ..........cccueiiiiiiiiiiie it 7.833.467 7.833.467
Investment in bonds .. 24.405.368 1.314.513 4.554.447 30.274.328
DErIVALIVES ......oiuiiiiiiiiiii 118.541 118.541
Total investments at fair value ..............cccociiiiiiiiii s 40.291.226 2.526.931 12.387.914 55.206.070
31.12.2023 Level 1 Level 2 Level 3 Total
Investment in listed COMPANIES ........cooiiiiiiiiiiie e 10.228.469 10.228.469
Holdings in unlisted COMPANIES ..........cccueiiiiiiiiiiie it 6.974.947 6.974.947
Investment in boNdS ..........cccocoiiiiiiiiii 26.586.323 1.054.670 4.625.387 32.266.381
DErIVALIVES ..ot 143.235 143.235
Total investments at fair value ...............cccociiiiiiiiiii s 36.814.792 1.197.905 11.600.335 49.613.031
Changes that fall under level 3 during the period are specified as follows: 31.12.2024 31.12.2023
BalANCE 1.1, e b b ettt b e e st 11.600.335 11.540.198
PUICRASEA ...ttt ettt ettt et e b ettt s et e st bt e he e bt eae ne bt eh £ eh ettt et eateaeebeea neeet et e bt st e e et e 2.678.684 2.371.195
Sold / Repayments (1.927.354) (3.781.357)
L1 e) Y=o I o T =1 =Y B OSSP T R PRRPR 0 (305.964)
Moved from level 1 0 0
Interest and fair value changes* 36.249 1.776.264

BalanCe @t 31.12 ... e a e e e r s 12.387.914 11.600.335

*Of which ISK 104 million is realised and ISK -68 million is unrealised. Interest and fair value changes are recorded among net financial income in the
statement of profit or loss.
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34. Financial instruments (cont.)

The table below presents the fair value measurements for Level 3 financial assets. While assets within the same
group share similar valuation methods, each asset is assessed individually.

Book value
Asset class Method Input 31.12.2024
Fixed iINCOME SECUMLIES ......eeiuiiiiiiiiiie et Discounted cash flow Accrued interest 4.554.447
Unlisted variable inCOMe SECUNIES ..........coviiiiiiiiiiii e Market price Recent trades 7.833.467
TOHAI .ttt ettt e 12.387.914
Book value
Method Input 31.12.2023
Discounted cash flow Accrued interest 4.625.387
Market price Recent trades 6.974.947
11.600.335

The table below illustrates the impact of a 10% change in estimates on pre-tax profit or loss for Level 3 fair value
measurements.

2024 +10% -10%

Fixed income securities ....... 455.445 (455.445)
Unlisted variable income securities 783.347 (783.347)
ORI .ttt etk ekt e ekt E e E b h e h e E e ee etk ettt ettt 1.238.791 (1.238.791)
2023 +10% -10%
462.539 (462.539)
697.495 (697.495)

1.160.033 (1.160.033)
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35. Risk management

35.1 Risk management in general

The Group has implemented a policy for coordinated risk management. Its purpose is to ensure that the Group has
an effective system of risk management that includes, among other things, analysing, measuring, controlling and
monitoring the Group's risks. The objective of the policy is to establish and define in a clear and straightforward
manner risk policies, principles, governance structures, risk appetite and risk management systems, including the
Group's decision-making powers.

The Board of Directors establishes a framework for coordinated risk management and a written risk management
policy. The Board of Directors is responsible for ensuring implementation of risk policies and that they are followed.
The Board of Directors sets the risk appetite, including the Group's criteria, objectives and targets, and establishes a
framework for the CEO in accordance with the Board's approved criteria. The Board of Directors has established the
target for the Group's solvency ratio to be above 1.25.

The CEO is responsible for the effective implementation of the Group's risk policies and that they are followed. The
CEO shall provide information to the Board on the Group's risk-taking which is close to the risk appetite limits and
inform the Board without delay if risk-taking exceeds the risk appetite.

The Chief Risk Officer is responsible for enforcing provisions related to risk management. Risk management ensures
that the Group's risk management system is managed, including policies and risk appetite, assists the Board and
other divisions in the effective operation of risk management systems, monitors the Group's overall risk profile and
manages own risk and solvency assessment.

The Group's policy on equity and dividends is to ensure it has sufficient equity to fulfil its commitments and meet
minimum own fund requirements despite potential setbacks.

The Board sets targets for the Group's solvency ratio as a part of establishing a risk appetite for the Group. The
calculation of the minimum own fund requirements is risk-based and takes into account all the main risks applicable
to the Group “s operation. The Group calculates it “s risk profile at least monthly in accordance with the Group “s risk
policy and risk appetite.
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35.2 Own risk- and solvency assessment (ORSA)

The purpose of own risk and solvency assessment (ORSA) is to simplify the Group's optimization of solvency. The
objective of the ORSA is to inform how much solvency the Group needs compared to current and future risk-taking.
ORSA informs the Board, management and other relevant parties on the Group's risk profile, solvency need and risk
factors at any given time, thus enabling rational and well-informed decisions related to the Group's policies and risk-
taking.

ORSA is a continuous key process in the Group's operations and is inherent in its activities and thus enhances the
understanding of the relationship between the Group's risk profile, solvency and capital requirements for the shorter
and longer term.

The ORSA can be defined as the entirety of the processes and procedures employed to identify, assess, monitor,
manage, and report the short- and long-term risks which an insurance company faces or may be exposed to and to
determine the own funds necessary to ensure that the undertaking's overall solvency needs are met at all times. In
this connection, the Group has adopted an ORSA policy which has been approved by the Board.

35.3 Market risk

Market risk is the risk of loss or unfavourable change in financial position, which arise directly or indirectly from
fluctuations in the market value of assets, provisions and financial instruments.

The main market risk factors that are specifically considered:
¢ Interest rate risk
* Equity risk

* Foreign exchange rate risk

35.4 Interest rate risk

Interest rate risk is the risk of loss from fluctuations in fair value of financial instruments due to a change in interest
rate (required rate of return). The duration of the assets is in most cases not the same as the duration of the liabilities
due to insurance contracts and therefore interest rate risk can arise in the operation of the Group.

Interest sensitivity analysis

The following table discloses the effect that 50 and 100 bp increase in interest on net interest bearing assets and on
the discounting of insurance contract liabilities, would have on profit or loss and on equity at the reporting date. The
sensitivity analysis is presented for interest bearing assets and is based on the presumption that all other variables
remain constant. The sensitivity is presented post-tax and therefore reflects the effect on profit or loss and equity.

The effect on profit or loss and equity is the same since changes in the value of the underlying financial instruments
are in no cases recognised directly in equity. A positive number indicates an increase in profit and equity. A decrease
of interest rates would have the same effect in the opposite direction.

31.12.2024 31.12.2023
50 bp 100 bp 50 bp 100 bp
Net impact on interest bearing assets ..........ccccccevevieeieciceceens 6.565 13.130 15.530 31.061
Higher discounting of insurance contract liabliites .................... (149.133) (295.901) (138.994) (275.764)
Net Impact on profit and loss and equity ...........cccccvvveiiiciieeenes (142.568) (282.772) (123.464) (244.703)
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35.5 Equity risk and other price risks of market securities
Equity risk is the risk of loss due to changes in the price of equities.

The Group's listed and unlisted equities are measured at fair value and therefore fluctuations in share prices have a
considerable effect on investment income. The management of the Group constantly monitors market
developments to be able to react to changes in equity risk.

The Group also invests in market debt securities to spread risk and even fluctuations in accordance with the Group
policy on investments.

31.12.2024 31.12.2023

Equities instruments and equity funds at fair value through profit or loss .........c.cccccocviiiiieennnnnnn. 17.577.722 13.999.017
Debt instruments and other securities at fair value through profit or loss ............cccocociiiiiiiinae 35.010.195 32.813.311
Derivatives at fair value through profit or l0Ss ... 118.541 143.235

The effect of 5% and 10% increases in the market value of equities and debt securities on profit or loss is disclosed
below, net of 20% income tax. Accordingly, 5% and 10% decreases in market value would have the same effect but
in the opposite direction.

31.12.2024 31.12.2023
5% 10% 5% 10%
Equities - impact on profit or loss ......cccccoecveeiiicie e, 878.886 1.757.772 699.951 1.399.902
Debt securities - impact on profit or 0SS ........cccccecceeiiiiieenns 1.400.408 2.800.816 1.312.532 2.625.065
Derivatives - impact on profit or 10SS .........cccccceciveeeiciiee e, 4,742 9.483 5.729 11.459
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35.6 Foreign exchange rate risk

Foreign exchange rate risk is the risk of loss from fluctuations in the exchange rates of foreign currencies. It arises if
there is a mismatch in position of assets and liabilities in individual foreign currencies.

The majority of the Group's assets and liabilities are denominated in ISK, but the Group also holds some foreign
financial assets. Information regarding those foreign currencies that have the largest impact on the Group's

operations is provided below.

Foreign exchange rate risk as at 31.12.2024 Assets Liabilities Net position
4.201.047 708.316 3.492.731
1.863.022 662.171 1.200.851

54.079 234.644 (180.565)
786.331 0 786.331
856.231 0 856.231

6.829 0 6.829
7.767.539 1.605.131 6.162.408
Assets Liabilities Net position
3.104.170 27.897 3.076.273
1.692.968 146.387 1.546.581
153.987 265.930 (111.943)

57.549 0 57.549

795.860 0 795.860
3.419 0 3.419
5.807.953 440.214 5.367.739

Sensitivity analysis

The following table discloses the effect of 5% and 10% strengthening of the ISK against the respective foreign
currencies on profit or loss and equity. The analysis is based on the carrying amount of assets and liabilities
denominated in those currencies at the reporting date. The table above discloses those foreign assets and liabilities
on which the sensitivity analysis is based, which are mainly foreign denominated securities. The sensitivity analysis
is based on the assumption that all other variables remain constant. It is based on pre-tax effects, 20% income tax,
and reflects the impact on profit or loss and equity. The negative impact on profit or loss and equity is the same since
value changes of the underlying financial instruments are in no instances recognised directly in equity.

Impact on profit or loss and equity

31.12.2024 31.12.2023

5% 10% 5% 10%
139.709 279.418 123.051 246.102
48.034 96.068 61.863 123.726
(7.223) (14.445) (4.478) (8.955)
31.453 62.906 2.302 4.604
34.249 68.498 31.834 63.669
273 546 137 274

A weakening of the ISK against the above mentioned foreign currencies would have a positive impact on profit and
equity.
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35.7 Counterparty risk

The operations of the Group are based on three pillars: insurance, financial services and investments. Counterparty
risk exists in all three pillars and is mitigated using various approaches, including the monitoring of counterparty
exposures, collaterals, and credit ratings. Internal credit policies specify constraints on credit ratings of new
customers. Counterparty risk associated with insurance stems mainly from unpaid premiums, that are mitigated by
short maturities, and reinsurance exposures, that are mitigated by high credit ratings of reinsurance counterparties.

The main components of counterparty risk are the following:

¢ Risk of loss or unforeseeable change in financial position due to a counterparty's lower rating
¢ Risk of lower rating of a bond issuer (spread risk)

¢ The risk that a counterparty cannot meet a contractual obligation
The main sources of counterparty risk are:

* Primary insurance

* Reinsurance

e Lending

* Investments in debt securities

* Bank deposits

The Group's counterparty risk is regularly monitored.
Counterparty risk is specified as follows:

31.12.2024 31.12.2023

Marketable debt instruments, credit rating A .........ooo oo 16.542.713 15.466.701
Marketable debt instruments, credit rating BBB 1.779.718 2.263.964
Other marketable securities ..............cccccovvveveeeeeee.n. 17.648.394 12.871.097
REINSUraNCE rECEIVADIES ........ooiiiiiiii e e e e e e e e e e e e eeeeeee s 102.180 15.085
OthEI TECEIVADIES .......eeeieieeeieeee ettt e e e e e ettt ae e e e e e e e e e e e e et e s aaaeeeaens 2.807.731 2.146.748
Cash and cash @QUIVAIENLES .........ooo it e e e e e e e e e nnneeeeeas 2.321.959 2.270.693
B o] v= | 41.202.695 35.034.287

The Group's maximum exposure to counterparty risk corresponds to the carrying amounts disclosed above.

Large exposures of the bank before risk adjusted mitigation

31.12.2024 31.12.2023

Number Amount Number Amount
10-20% of capital base ..........ccceiiieiiiiiiiieeee e 3 944.830 0 0
20-25% of capital base ................ 0 0 0
Exceeding 25% of capital base ... 0 0 0
TOAI . e s 3 944.830 0 0
Large exposure net of risk adjusted mitigation .......................... 3 944.830 0 0
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35.7. Counterparty risk (cont.)

Collateral against exposures to derivatives

The Group applies the same valuation methods to collateral held as other comparable assets held by the Group.
Haircuts are applied to the market value of the collateral for liquidity and other factors which may affect the applied

collateral value of the asset.

Market value of collateral

Fixed Variable
income income Total
31.12.2024 Deposits securities securities collateral
Financial institutions ............cccovvviiii e 173.112 180.761 495.750 849.623
Corporate customers 186.150 1.239.908 2.426.416 3.852.475
INAIVIAUAIS ..o 0 0 0 0
359.262 1.420.669 2.922.166 4.702.097
Market value of collateral
Fixed Variable
income income Total
31.12.2023 Deposits securities securities collateral
Financial institutions ............ooooiiiii 42.465 0 0 42.465
Corporate CUSTOMENS .......ccocuiiiiiiciiiie e 760.846 209.600 2.002.550 2.972.996
INAIVIAUAIS ..o 15.132 0 0 15.132
818.443 209.600 2.002.550 3.030.593

35.8 Liquidity risk

Liquidity risk is the risk that the Group will not have enough liquid assets or not being able to sell assets in time and

therefore encounter difficulty in meeting its financial obligations when due.

The liquidity position, its development as well as the impact of market conditions and future outlook is monitored on
a regular basis. Particular emphasis is placed on there being always adequate liquid assets to meet expected
payments of both claims and other liabilities. The Group's expected payments are very well covered by its liquidity
position. The Group's policy on liquid assets is to have at a minimum enough liquid assets, including access to credit
lines, to cover the operating costs of the parent company for 3 months, in addition to at least ISK 500 million to
support subsidiaries if they run into difficulties. It is part of the Group’s risk policy that each subsidiary adheres to its

own liquidity risk policy.

Expected cash flows of liabilities is specified as follows:

Within
31.12.2024 one year 1-5 years Over 5 years Total
Liabilities for incurred claims .........c.cccouvieiiininneee 13.665.350 12.971.066 705.832 27.342.248
Financial liabilities 14.718.281 3.032.539 17.750.819
Subordinated bond 194.648 781.843 6.937.446 7.913.937
Lease ability ........cocceiiiiiiiii e 204.774 204.059 408.833
Accounts payable and other short-term liabilities ....................... 4.558.183 4.558.183
TOMAD e e 33.341.236 16.989.507 7.643.278 57.974.020
Within
31.12.2023 one year 1-5 years Over 5 years Total
Liabilities for incurred Claims ...........cccoeviiiieniii e 12.519.010 12.292.959 664.846  25.476.815
Financial liabilities ...........c.coveoiiiiice e 9.212.700 9.212.700
Subordinated bond 186.548 743.608 6.798.994 7.729.149
Lease liability ........c.coveeiiiiiii e 250.536 227.443 194.303 672.281
Accounts payable and other short-term liabilities ....................... 3.159.773 0 0 3.159.773
TOMAI s 25.328.567 13.264.010 7.658.143  46.250.718
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35.8 Liquidity risk (cont.)

Liquidity risk of financial services activities is specified as follows:

The main measure of the bank's liquidity risk is the liquidity coverage ratio (LCR) as defined in Rules No. 1520/2022
of the Central Bank of Iceland and the bank adheres to prudent internal standards regarding the minimum liquidity
coverage ratio. The bank's liquidity coverage ratio was 286% on 31.12.2024, while the minimum liquidity coverage
ratio according to the CBl's rules is 100%.

Time analysis of assets and liabilities in respect of Fossar financial liabilities and assets

The tables show non-discounted contractualinterest and principal payments in respect of Fossar financial liabilities
and assets. The aggregates for each liability and asset type are therefore higher than the corresponding figures in the
consolidated statement of financial position. For contractual obligations, amounts are broken down by period
depending on when contractual principal payments and estimated interest payments occur. Liabilities which do not
have a contractual maturity date are classified based on the assumption that the customer will demand payment
from the Group at the first opportunity.

Assets 31 December 2024: 0-3 months 4-6 months 7-12 months 1-2 years Total
Current receivables .........ccccooeiiiiniie s 1.359.216 1.359.216
Cash and cash equivalents ...........ccccccceeuvnnee.n. 138.777 138.777
Derivatives .........coocviiieiiiic 118.541 118.541
SECUMLIES ..eeevviieiiieiiie e 5.176.335 2.605.721 6.125.418 13.907.474
Loans to customers ..........ccceeeeiiiiiiiiiiiieeenes 4.461.531 1.171.869 2.073.951 577.326 8.284.677

11.254.399 3.777.590 2.073.951 6.702.744  23.808.684
Liabilities 31 December 2024: 0-3 months 4-6 months 7-12 months 1-2 years Total
Money market deposits ........ccccceeieeiiiieniieenns 10.140.691 627.522 10.768.213
Issued bonds and bills .........c.cccooiiviiiiiiienens 400.000 1.000.000 3.402.554 4.802.554
BOrrowings .........cccoiiiiiiiiii 2.700.000 2.700.000
Derivatives ........ccoooeiiviiii e 231.599 231.599
Other liabilities .........ccocceviiirrecees 1.050.997 1.050.997
Other payables ...........ccccoooiiiiiii

14.523.288 1.627.522 0 3.402.554 19.553.364
Net POSItioN .....cooceieiiiiiiieee e (3.268.889) 2.150.068 2.073.951 3.300.190 4.255.320

35.9 Insurance risk

Insurance risk compromises of underwriting risk and reserve risk. The underwriting risk is the risk that the insurance
premiums are not sufficient to cover the losses and other of the insurance contracts.

The underwriting risk is the risk that the insurance premiums collected are not sufficient to cover losses, claims, or
expenses arising from the insurance contracts. It can be broken down into life, health, and non-life insurance risks,
each of which can be further divided into sub-categories. The main risk drivers are increase in claims frequency,
claims inflation, large loss events and loss of a single large risk.

Mitigation measures for underwriting risk typically include rigours monitoring of the insurance risk, prudent risk
selection, well diversified business across many different risk groups, premium setting based on actuarial analysis,
policy terms, and the use of reinsurance to transfer a portion of the risk.

Reserve risk refers to the possibility that the technical provisions (reserves) held by the insurer are insufficient to
cover future claim obligations. Inadequate reserves may result from inaccurate estimates of future claims or
changes in assumptions such as inflation rates or legal settlements.

To mitigate reserve risk, the Group regularly reviews and reassesses technical provisions using actuarial
methodologies. This includes applying historical claims data, trend analyses, and stress-testing scenarios.
Independent actuarial assessments may also be used to ensure the adequacy of reserves.

Consolidated Financial Statements 31 December 2024 56 All amounts are in thousands of ISK



224 SKAGI

Notes to the Consolidated Financial Statements

35.9 Insurance risk (cont.)

Insurance categories - insurance revenue 2024 2023
Property iNSUraNCe ..........cociiiriiiiii e 6.045.707 20,7% 5.676.272 21,4%
Marine and Cargo iNSUMANCE ........cccceeeieeeeiieerieeeiieeseeesieeeseeeens 553.593 1,9% 555.763 2,1%
VehiCle INSUFANCE .........oiiiiiiiiiiiiee e 15.887.781 54,4% 14.162.203 53,5%
Liability INSUrANCE .......ooouiiiei e 1.669.081 5,7% 1.539.949 5,8%
Accident and health insurance ...........c.cccoceviiiiinnicncee 2.842.849 9,7% 2.631.053 9,9%
Life and health insurance 2.182.918 7,5% 1.900.564 7,2%
REINSUIANCE ... 150 0,0% 8.271 0,0%
29.182.080 100,0%  26.474.076 100,0%
Domestic and foreign operations - premiums earned
Domestic 0perations ..........c.cccccveeeieeiiei e 29.181.930 100,0%  26.465.805 100,0%
FOreign Operations ..........cccovuveviieeiieesee et e e 150 0,0% 8.271 0,0%
29.182.080 100,0%  26.474.076 100,0%

The underwriting risk is mainly managed in the insurance guidelines and via business processes and underwriting
rules.

Reinsurance is used to manage part of the underwriting risk. The is mainly the risk of large claims or major events.

The reserve risk is managed through the insurance guidelines, in which the guidelines for reserving are set out.
Reserves for the long-tailed risk are subject to discounting and inflation risk. These risks are managed through groups
assets portfolio matching the financial risks.

Sensitivity analysis of claims in the insurance business

The following table shows the impact of a 1% change in claim amounts, the claims provision and premiums on the

Group's profit or loss and equity. A 1% decrease in claim amounts would have the same effect but in the opposite
direction.

2024 2023
Claim @MOUNES ...ttt e b et et e et et e eas e e e e e e r e e e te e e ere e e s 169.095 156.426
(3 =13 0 E- 0 o 01713 o o TS 196.812 180.416
Premiums based on no change in claims and Cost ratios .........cccocueviiiiiiir i 9.028 8.185

The main risk factors involve mistakes in the processing and settlement of claims, wrong decision-making or fraud
by employees. There is also arisk that the claimant gives wrong information or exaggerates the effects of the loss, i.e.
insurance fraud. Other risks relate to the handling of sensitive personalinformation and that the Group's contractors
will go beyond their purview.

Reinsurance counterparty risk

Reinsurers' risk is among other things the risk that reinsurers do not meet their obligations of paying their share of
claims, the reinsurance amount is not adequate, there is a mismatch between primary insurance and reinsurance
and different interpretation between the insurer and the reinsurer regarding the reinsurance agreement. The Group's
reinsurance policy stipulates that its reinsurers shall have a rating from an international rating agency.

Limits are applied regarding reinsurance from each individual reinsurer. Ratings requirements depend on the
estimated settlement period of claims in each contract. In addition, the number of reinsurers in each contract and
the maximum risk exposure of each reinsurer is based on that reinsurer's rating. The following table shows the
disaggregation of premiums to reinsurers based on their latest available credit rating.
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35.9 Insurance risk (cont.)

2025 2024

A At e et 0,3% 0,4%
A - e et h et et h e a e st e st e e eee e 38,3% 38,8%
B A ettt h ettt e et e e e h e e et e e e e e e e eanas 22,5% 21,6%
A e e e e oo en e 27,7% 27,4%
A e e e 10,6% 11,2%
A ekttt e ea ekt ettt eh et et e e e ae e e r e e s 0,6% 0,6%

100,0% 100,0%

Credit Risk from insurance activities

At 31 December 2024, the maximum exposure to credit risk from insurance contracts totals 8.178 million, which
primarily relates to premiums receivable for insurance services which the Group has already provided.

35.10 Credit risk of financial activities

Creditriskisthe riskthat counterparties will not be able to meet their obligations, that will resultin losses on financial
instruments. The main sources of credit risk are loans to customers, deposits with other financial institutions and
derivatives. Management regularly monitors the development of assets related to credit risk, and the company has
implemented policies and rules aimed at minimizing the likelihood of credit losses by, e.g., imposing stricter
requirements for security and choosing counterparties diligently. The underlying collateral is not taken into account
when estimating the maximum credit risk.

The maximum exposure to credit risk corresponds to the carrying amounts disclosed below:

31.12.2024  31.12.2023

Cash and Cash €QUIVAIENES ...........uiiiiiiiie e e e e e s eare e e e e eraneeeennees 134.795 112.073
Other receivables (without payments) 917.051 211.078
Securities USEd fOr NEAGING .....oouii ittt st e e aabe e sabe e e e e eenee e 6.102.840 4.521.114
LOANS 10 CUSIOMETS ...ttt et en e e e e nene e e e e e naee 7.880.021 1.672.720

15.034.707 6.516.985

Cash and cash equivalents are bank deposits with financial institutions that the bank considers to be trustworthy
and are also mostly insured, and management therefore assesses the credit risk of cash and cash equivalent as
being insignificant. Securities consist of government bonds and government bills where the credit risk is considered
insignificant. Management assesses credit risk due to accounts receivable, other receivables, receivables from
related entities and loans to customers on a case-by-case basis based on individual customers and receivables as
there are relatively few debtors.

The tables below show changes in provisions by type of financial asset and level of the IFRS 9 impairment model.
Changes from level 1 to level 2 occur when there has been a significant increase in credit risk. An upgrade from level
1 and 2 to level 3 occurs when there is an objective indication of impairment. Downgrades occur when there is no
longer an objective indication of impairment (from level 3) or when the credit risk has decreased and is no longer
considered to have significantly increased since the initial classification (from level 2 to level 1).

2024 2023
Level 1 Level 1
(02214 Y (o)=Y o o4 T o4 o =Y S 0 838
Reassessment of expected Credit I0SS ........oociiiiiiiiiiiie e 10.815 0
FINAIIOSS ..ottt ettt a et e et e e bt e e e bt e et b e ek be e she e e abe e ebe e enbe e b eeenbe e eaeeenreenee 0 (838)
Total Provisions @t YEAr-€Nd ...........ccuiiiiiiiii e 10.815 0

No movement between levels 1, 2 and 3 occurred in 2023 and 2024.
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35.10 Credit risk of financial activities (cont.)

The table below shows the nominal value of financial assets and write-downs by age (number of days past maturity)
and classification:

Nominal Expected Booked
value of claim  credit losses balance
NOE YEE AUE ...t 7.890.836 (10.815) 7.880.021
Default 1-30 daYS ... e e
Default 31-60 days
Default 61-90 days
Default >90 days
7.890.836 (10.815) 7.880.021

On and off balance sheet exposure for Fossar

The maximum exposure to credit risk for on-balance sheet and off-balance sheet items, for the Bank, before taking
into account any collateral held or other credit enhancements, is specified as follows:

31.12.2024

Public Financial Corporate

entities institutions customers Individuals Total
Cash and cash equivalents ..........cc.cccceevneennee. 134.795 134.795
Fixed income securities .............ccccccoeeeeeennnn. 7.008.612 44.560 7.053.173
Loans to customers .........cccceeeeeeeeeeeccciiiiee, 783.746 7.096.274 7.880.021
Derivatives .........cccouvveeieeiiicececeee e 118.541 118.541
Other assets .........oooeeeiciiiiiieeeeeeeeeeee 896.906 896.906
Total .o 7.008.612 963.101 8.111.722 0 16.083.435
31.12.2023

Public Financial Corporate

entities institutions customers Individuals Total
Cash and cash equivalents .............ccccccc........ 112.073 112.073
Fixed income securities ...........ccccceeeeeeeeeennnne, 5.450.624 651.968 6.102.592
Loans to customers 1.672.720 1.672.720
Derivatives .........cccooeiieeeieiieeeciiiieee 143.234 143.234
Other assets .........ccooeeeciiieiieeeeeeeeeeee e 211.078 211.078
Total .o 5.450.624 112.073 2.679.000 0 8.241.697
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35.11 Credit quality of financial assets

a. Breakdown of loans to customers by industry and type of collateral.

Collateral under the category Other is comprised mostly of land under development but also includes machinery and receivables.

31.12.2024

Public entities

Financial institutions

Corporate
Real estate activities
Construction
Service activities

Accommodat. and Food Service Activit.

Activities of Holding Companies
Wholesale and Retail Trade
Other

Individual

Total

31.12.2023

Public entities

Financial institutions

Corporate
Real estate activities
Construction
Service activities

Accommodat. and Food Service Activit.

Activities of Holding Companies
Wholesale and Retail Trade
Other

Individual

Total

Allocated collateral

Impairment Listed Unlisted
Claim to expected  Carrying Total securities and securities and Commercial

value credit loss amount collateral Deposits liquid funds  other funds real estate Other
3.129.150 (5.540) 3.123.610 7.188.322 0 2.937.682 1.120.800 1.701.940  1.427.900
254.363 (634) 253.729 1.559.250 0 0 228.000 1.264.000 67.250
0 0 0 0 0 0 0 0 0
235.024 (649) 234.375 2.551.335 0 0 2.091.335 460.000 0
3.079.210 (2.607) 3.076.603 7.988.212 190.078 3.479.218 2.896.226 569.000 853.690
0 0 0 0 0 0 0 0 0
1.193.089 (1.385) 1.191.704 2.956.928 250.299 860.829 1.120.800 185.000 540.000
7.890.836 (10.815)  7.880.021 22.244.047 440.377 7.277.729 7.457.161  4.179.940  2.888.840

Allocated collateral
Impairment Listed Unlisted
Claim to expected  Carrying Total securities and securities and Commercial

value credit loss amount collateral Deposits liquid funds other funds real estate Other
0 0 0 0 0 0 0 0 0
14.994 0 14.994 67.500 0 0 0 0 67.500
0 0 0 0 0 0 0 0 0
150.967 0 150.967 4.080.000 0 0 0 0  4.080.000
1.506.759 0 1.506.759 3.728.145 3.208 2.680.526 1.044.411 0 0
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0
1.672.720 0 1.672.720 7.875.645 3.208 2.680.526 1.044.411 0  4.147.500

60

Consolidated Financial Statements 31 December 2024

Allamounts are in thousands of ISK



224 SKAGI

Notes to the Consolidated Financial Statements

b. Credit quality of loans to customers by credit quality band

The following tables show financial assets subject to the impairment requirements of IFRS 9 broken down by credit
quality bands where band | denotes the lowest and band IV the highest credit risk. The Bank has primarily used
adjusted external credit ratings to assess the default probability of its customers. The Bank’s impairment model uses

external credit ratings as one of its main inputs, while LGD is based on internal estimates that take into account
management judgement as well as economic outlook.

Credit quality of financial assets by credit quality band

31.12.2024

Loans to customers: Stage 1 Stage 2 Stage 3 Total
Credit quality band | ... 7.760.750 7.760.750
Credit quality band Il ...... 130.086 130.086
Credit quality band IlI .....

Credit quality band IV ....

IN defaUIt ..o e

NON-RAEA ..o

Gross carrying amount .. 7.890.836 0 0 7.890.836
Expected credit I0SS .......cccoviiiiiiiiiiee (10.815) (10.815)
BOOK VAIUE ..ottt 7.880.021 0 0 7.880.021
31.12.2023

Loans to customers: Stage 1 Stage 2 Stage 3 Total
Credit quality band | ..........oooiiii e 1.505.956 1.505.956
Credit quality band Il ........cooeiiiiiii e 166.764 166.764
Credit quality band IlI .....

Credit quality band IV ....

Indefault ..o

NON-RAEA ..o e

Gross Carrying amoOUNT .........ocuiiiiiiiiiaraiieeeeeiie e eeibee e ea e 1.672.720 0 0 1.672.720
Expected credit 10SS .......cccoveiiiiiiiiie 0
BOOK VAIUE ....couviiiiiiiiiiiiteeee et 1.672.720 0 0 1.672.720
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c. Breakdown of loans to customers into not past due and past due

31.12.2024 Claim Expected

value credit loss Book value
NOE PAST AUE ... et 7.890.836 (10.815) 7.880.021
Past dU@ 1-30 AAYS .....coeiuiiiiiiiiie et
Past dUE 31-60 dAYS .....c..eeeiiiiiiee ettt e e eaea e
Past du@ B1-90 dAYS ........eeiiiiiiie i eaea e

TOAI e e e 7.890.836 (10.815) 7.880.021
31.12.2023 Claim Expected
value credit loss Book value
N0 0 T= 1] Ao [0TSR 1.672.720 1.672.720
Past dUE 1-30 dAYS ....coiiiiiiieiiie ettt e a e e
Past du@ 31-60 AYS ......c.eeiiiiiiiiie it
Past du@ B1-90 dAYS ........eeiiiiiiie ittt e e e
Past due 91-180 days .......coei it
Past due 181-360 dAYS .......ccueiruiiiiiiiiiie et
Past due more than 360 days .........cceeiiiiiiiiie e e
LI 5= | PSPPSR 1.672.720 0 1.672.720

d. Allowance for expected credit loss on loans to customers and on loan commitments,
guarantees and unused credit facilities during the period

The following tables show changes in the expected credit loss allowance of loans to customers and for loan
commitments, guarantees and unused credit facilities during the period.

31.12.2024
Expected credit loss allowance total

Transfer of financial assets: Stage 1 Stage 2 Stage 3 Total

Balance as at 1 January 2024
Transfer to Stage 1 ...ooviiiiiiie e
Transfer to Stage 2 ..o
Transfer to Stage 3 ..o
Net remeasurement of loss allowance 2.646 2.646
New financial assets, originated or purchased .............cccceeeeee. 8.169 8.169
Derecognitions and maturities ..........ccocceeeiiiir e,
WIHEE-OffS ..

Balance as at 31 December 2024 10.815 0 0 10.815

[=NeNeNe)
[=NeNeNe)

31.12.2023
Transfer of financial assets: Stage 1 Stage 2 Stage 3 Total

Balance as at 1 January 2023 838 838
Transfer to Stage 1
Transfer to Stage 2
Transfer to Stage 3

Net remeasurement of loss allowance .............cccccoeceeniinnennen.

New financial assets, originated or purchased .............cccceeeeee.

Derecognitions and Maturities ..........cc.ccoveeeieirnienieenie e (838) (83

WIHEE-OffS ..o

Balance as at 31 December 2023 0 0 0

[=} el NeolNolNolNolNo]
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e. Loan-to-value

The loan-to-value ratio (LTV) is the ratio of the gross amount of the loan to the value of the collateral, if any, for the
loans to customers of the Bank. The general creditworthiness of a customer is viewed as the most reliable indicator
of credit quality of a loan. Besides collateral included in the LTV ratios the Bank uses other risk mitigation measures,
such as guarantees, negative pledge, cross-collateral and collateralization of non-quantifiable assets.

The breakdown of loans to customers by LTV is specified as follows:

31.12.2024 % 31.12.2023 %

LSS than 50Y0 ..ceeveveeee et 2.642.171 34% 662.273 40%
BA=T0%0 oo eaes 3.696.008 47% 809.305 48%
TA=9090 e eeaaes 1.504.511 19% 201.142 12%
(el T 100U 37.331 0,5% 0 0%
O 12590 oo
126720090 .o
Greater than 200% ......eeoeeeeeieeeee e
No or negligible collateral: ............cccviiiriiiiiie e

Other loans with no collateral .............cccoovvviii.
B o] - | RO PRTRRRN 7.880.021 100% 1.672.720 100%

35.12 Operational risk

Operational risk consists of all risks that are related to regular operations of the Group and its subsidiaries and is
defined as arisk of direct or indirect loss due to insufficient or faulty internal systems or working procedures, conduct
of employees or external factors, such as legal risk. The Group's policy is to reduce operational risk, taking the cost
and effectiveness of preventive measures into account.

The main components of operational risk are the following:
¢ Organisational structure

¢ Documentation and contracting

¢ Information technology

¢ Employees

e External events

35.13 Concentration of risk

The Group is exposed to concentration of risk arising from insurance contracts within the scope of IFRS 17, which
could result in significant impacts from specific events or economic conditions affecting certain geographical
regions, insurance lines, or weather-related conditions. The primary sources of risk concentration include:

Geographical Risk: Exposure to regions prone to natural disasters, economic downturns, or regulatory changes.

Lines of Insurance Risk: Dependence on specific insurance products that may be susceptible to adverse claims
experience.

Weather-Related Risk: Increased exposure to extreme weather events such as severe storms, floods, and wildfires,
as well as severe winter conditions leading to higher incidences of car accidents and storms causing property
damage.
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35.13 Concentration of risk (cont.)

The Group actively manages these risks through diversification strategies, reinsurance arrangements, and
underwriting policies to mitigate potential financial impacts. Sensitivity analyses and stress testing are conducted
regularly to assess the resilience of the portfolio against risk concentrations.

35.14 Internal management and control

The Group's policy is to have a well-organized and reliable internal control framework. The framework is articulated
by the Board, the subsidiaries Board’s, their management and employees and is designed to give reasonable
assurance of the achievement of the Group's objectives on:

¢ Performance and efficiency of operations (operational targets)
e Reliability of information data (accurate information target)
e Compliance with laws and regulations (compliance target)

To achieve those objectives, the Group's internal management and control systems are divided into the following five
components:

e Control environment

¢ Risk assessment

e Control procedures

¢ Information and communication
* Management controls

The policy is based on the COSO (Committee of Sponsoring Organisations of the Treadway Commission) Internal
Control- Integrated Framework, published in May 2013.

Internal management and control are reflected in the Group’s and subsidiaries’ procedures, practices, code of
conduct and human resources policy. Itis a normal part of the Group's activities and is integrated with its operations.
However, internal management and control are subject to human limitations such as mistakes and the intention to
circumvent the Group's rules and other unforeseeable factors.

35.15 Combined ratio

The combined ratio is the sum of incurred claims, insurance contract operating expenses and net expenses from
reinsurance contracts as a proportion of insurance revenue. The claims ratio, insurance contracts expense ratio and
net reinsurance ratio are calculated as a proportion of the insurance revenue.

The following table shows the combined ratio and other key ratios of the insurance operations for the past five years.

2024 2023 2022 2021 2020
ClaimS ratio ....eeeeveeee e 72,6% 76,5% 70,8% 73,3% 84,5%
Net reinsurance ratio 3,3% 0,7% 2,4% -0,8% 1,9%
Claims and net reinsurance ratio ..............c.ccccceeeeuenn. 75,8% 77.2% 73,2% 72,5% 86,4%
Insurance contracts expense ratio .............cccccccueeneeee. 19,1% 22,3% 21,8% 23,0% 22,4%
Combined ratio ........cccccereveeeeserrreers e 94,9% 99,5% 95,0% 95,5% 108,8%
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36. Related parties

Related parties are those parties, or their companies, that have a significant influence on the Group, whether directly
or indirectly. Related parties are board members of the Group, the CEOs of the Group, key management personnel,
associates as disclosed in note 20, close family members of individuals identified as related parties, as well as other
dependent parties directed by or under the influence of the Group. Transactions with related parties have been on
the same terms as with unrelated parties. Salaries and benefits of the board, CEOs and key management personnel
are disclosed in note 10.1.

Transactions and balances with related parties are specified as follows:

2024 Income Expenses Assets Liabilities
Board of directors and key management .............ccccco i, 25.425 15.501 128.592 845
ASSOCIALES ...t 4.203 138.981 178 9.520
2023 Income Expenses Assets Liabilities
Board of directors and key management ............cccceiiiiiiinnieenie e, 23.902 55.749 389.318 911

37. Events after the reporting date

No events have occurred after the end of the reporting period that require the Group to change these financial
statements. Itis noted that, following approval from the Financial Supervisory Authority of the Central Bank of Iceland
(“FSA”), Skagi has, on 1st of January 2025, completed the transfer of the ViS insurance business into its subsidiary
VIS tryggingar hf. This is in line with announcement made on 17th January 2024 following approval of a shareholders
meeting of the Company for the proposed transfer of the insurance portfolio and the insurance operations to a
subsidiary, to which all pre-conditions have now been met and thus the transfer has been executed. It is also noted
that, in accordance with announcement by the Company on the Icelandic Stock Exchange 16th December a merger
between islensk verdbréf hf. and Fossar fjarfestingabanki hf. and a merger between SIV eignastyring hf. and [V sjédir
hf. Is envisaged to take place as of 1st of January 2025, subject to approval of the FSA and Iceland Revenue and
Customs.
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38. Material accounting policies

The accounting policies as set out below have been applied consistently for all periods described in the annual
financial statements and for all the Group's entities.

To increase the information value of the annual financial statements, notes are included based on their relevance
and importance for the readers of these statements. Therefore, information that is neither considered important nor
relevant for the readers of the annual financial statements is not included in the notes.

38.1 The Group

The Group's annual financial statements include the annual financial statements of the Parent Company and its
subsidiaries. Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to or
has rights to variable returns from its involvement with the entity and has the ability to affect those returns through
its control over the entity. The financial statements of subsidiaries are included in the consolidated financial
statements from the date on which control commences until the date on which control ceases.

The financial results of subsidiaries acquired or sold during the year are included in the consolidated financial
statements from the date of acquisition to the date of disposal, as applicable.

The consolidated financial statements include the revenue, expenses, assets and liabilities of the Group from
transactions with third parties. Intercompany transitions are eliminated in the consolidated accounts. Where
applicable, the financial statements of subsidiaries are adjusted to align them with the accounting policies of the
Group.

Non-controlling interests in subsidiaries are identified separately from the Group’s equity therein. Profit or loss and
each component of other comprehensive income are attributed to the owners of the parent company and to the non-
controlling interests.

38.2 Associates

Associates are those companies in which the Company has significant influence, but not control, over their financial
and operating policy. Significant influence is usually present when the Company holds 20% to 50% of the voting
rights, including any potential exercisable voting rights. Interests in associates are accounted for using the equity
method.

Equity method

The equity method is an accounting policy whereby investments in associates are initially recognised at cost and the
carrying amount is subsequently adjusted in accordance with any changes in the Company's share of the net assets
of the associates. The Company's share of the profit of an associate is recognised as part of the Company's profit or
loss. If the Company's share of loss of an associate exceeds its carrying amount, the Company does not recognise
any further share of loss unless it has issued guarantees on behalf of the associate or financed its operations. In
subsequent periods, the Company does not recognise any share of the profit of associates until the unrecognised
share of loss has been equalised.

38.3 Goodwill

Goodwill that arises from acquisitions is recognised on the date the Company achieves control of the acquired
company. Goodwill is the difference between the acquisition price of a subsidiary and the acquirer's interest in the
net assets of the subsidiary, at fair value at the acquisition date. Goodwill is not amortised but tested annually for
impairment or more often if there is any indication of impairment. For the purpose of impairment testing, goodwill is
allocated to cash-generating units. Those cash-generating units to which goodwill has been allocated are tested for
impairment. Impairment has occurred if the carrying amount exceeds the recoverable amount. Impairment is first
recognised by the expense of goodwill and thereafter as a reduction of the carrying amount of other assets of that
cash-generating unit. Impairment losses of goodwill are not reversed in later periods.
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38.4 Foreign currencies

Transactions in foreign currency are recognised at the prevailing exchange rate on the transaction date. Monetary
assets and liabilities in foreign currencies are recognised at the prevailing exchange rate at the end of the reporting
date. Foreign exchange differences are recognised in profit or loss.

38.5 Insurance Revenue

Insurance revenue is recognized over the coverage period in line with the transfer of insurance services to the
policyholder. Under the Premium Allocation Approach (PAA), insurance revenue reflects the release of the Liability
for Remaining Coverage (LRC) as services are provided over time.

Measurement of the Liability for Remaining Coverage (LRC)

e Initial Recognition: At the inception of the contract, the LRC is measured as the premiums received (or
receivable), net of any acquisition cash flows if applicable. If a financing component exists, the LRC is
discounted accordingly.

e Subsequent Measurement: The LRC is reduced over the coverage period as insurance services are
provided, with the corresponding amount recognized as insurance revenue. Adjustments are made for
changes in estimates of future premiums and expected claims.

Recognition of Insurance Revenue Insurance revenue for each reporting period is derived from the amount of the
LRC released as services are provided of the period. The Group allocates the revenue on a straight-line basis over the
coverage period. If the expected pattern of the release of service differs significantly from the straight-line basis, then
the allocation is changed to the expected pattern for release of service. The group changes the method if facts and
circumstance change.

Key considerations for recognizing insurance revenue:

e Time-Based Recognition: If insurance coverage is provided evenly over the contract period, revenue is
recognized on a straight-line basis.

e Alternative Systematic Approaches: If the risk profile changes over time, an alternative allocation
method is used to reflect the transfer of services more accurately.

e Adjustments for Premium Changes: Revenue is adjusted for cancellations, modifications, and other
changes in premium estimates.

Premiums received in advance for future coverage periods are recorded as part of the LRC and recognized as revenue
when the coverage is provided. Insurance revenue is presented separately from the insurance service result, which
includes claims incurred, risk adjustments, and other related expenses.

38.6 Insurance service expenses

Insurance service expenses include both the operating expenses of insurance contracts, and the claims expensed
during the year. Claims expensed consist of claims incurred during the year as well as the effect of reassessment of
claims from previous years. The liability due to claims incurred consists of the total amount of reported and unsettled
claims as well as an actuarial estimation of incurred but unreported claims.
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38.7 Insurance contracts
The Group issues contracts that transfer both financial and insurance risk from its customers to the Group.
Definition of insurance contracts

Insurance contracts are contracts under which the insurer agrees, in accordance with the term of the contract, to
compensate the policyholder for financial loss incurred due to an insured event.

The insured event is uncertain, it is not known if or when it occurs, and generally its financial consequences are not
known beforehand.

Classification of insurance contracts

Insurance contracts are classified into categories based on the nature of the insured risk, life insurance and non-life
insurance with non-life insurance contracts consisting of liability insurance contracts, accident insurance contracts
and property insurance contracts, including marine and cargo insurance contracts.

Liability insurance contracts protect the customer from the risk of causing harm to third parties as a result of their
legitimate activities. Accident insurance contracts compensate the insured own bodily injuries in accordance with
contractual provisions.

Property insurance contracts compensate the Group's customers for damage to or loss of property. Customers that
carry on commercial activities may also be entitled to compensation for a loss of earnings if their business is
curtailed or temporarily suspended due to damage to the insured property.

Life insurance contracts are related to human life, forinstance death or living beyond the insurance period. Premiums
are recognized as revenue over the life of the contract. Compensation is expensed when an insured event occurs.

Within each category, it is assessed whether contracts can become onerous based on the assumption that pricing
or underlying risks will lead to a loss on the contract during the contract period. If a contract proves to be onerous,
the expected loss from the contractis recognised as an expense through profit or loss. No groups of agreements have
been identified at the Group that are considered onerous.

Contract boundaries

Contract boundaries define the cash flows within the boundary of each insurance contract. The measurement of a
group of insurance contracts includes all future cash flows arising within the contract boundary. In determining which
cash flows fall within the contract boundary, substantive rights and obligations arising from the terms of the contract,
together with applicable laws and regulations, are considered.

The large majority of insurance contracts have a less than one-year contract boundary, typically until the next renewal
date, i.e. contract has one-year coverage period during which there are substantive rights and obligations.

The group uses the same principles for the contract boundaries of reinsurance contracts held.
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38.7 Insurance contracts (cont.)
Insurance contract liabilities
Liability for remaining coverage:

The Group uses the premium allocation approach (PAA) to simplify the measurement of groups of insurance
contracts. Oninitial recognition of each group of contracts, the carrying amount of the liability for remaining coverage
is measured as the premiums received on initial recognition.

The large majority of insurance contracts issued by the group have a coverage period of one year or less. For contracts
where the coverage period is over one yeat, itis calculated that the obligation for remaining coverage will not deviate
significantly from the obligation that would have been arrived at by applying the general measurement model called
GMM, and therefore PAA will also be used for these contracts.

The Group has chosen to expense insurance acquisition cash flows when they are incurred. The coverage period is
defined as the period when an insured event can occur.

Subsequently, the carrying amount of the liability for remaining coverage is increased by any premiums received and
decreased by the amount recognised as insurance revenue for services provided.

Services is usually provided based on passage of time.

If at any time during the coverage period, facts and circumstances indicate that a group of contracts is onerous, then
the Group recognises a loss in profit or loss and increases the liability for remaining coverage to the extent that the
current estimates of the fulfilment cash flows that relate to remaining coverage exceed the carrying amount of the
liability for remaining coverage.

Liability for incurred claims:

Liability for Incurred claims is measured as the total of the expected fulfilment cash flows, which comprise estimates
of future cash flows, adjusted to reflect the time value of money and the associated financial risks, and a risk
adjustment for non-financial risk.

Claims and claims handling costs including expected claims handling costs are expensed in the statement of profit
or loss as incurred based on the estimated future cash flows to policyholders or third parties to fulfil the obligations
toward policyholders.

Claimsinclude direct claims handling costs that arise from events that have occurred up to the statement of financial
position date even if they have not yet been reported to the Group.

The Group recognises the liability forincurred claims of a group of insurance contracts at the amount of the fulfilment
cash flows relating to incurred claims. The future fulfilment cash flows are discounted (at current rates) and adjusted
for the effect of future inflation. Fulfilment cash flows are estimated using the assessments of individual cases
reported to the Group and statistical analyses of claims incurred but not reported. The provisions include claims
handling costs.

Assumptions and interdependencies

Level of aggregation and the evaluation of contract boundary are significant assumptions as these define the use of
the premium allocation model’s simplified measurement model. Discounting and adjustment for future inflation
affects in particular long tailed claims where the assessment of the actual claim takes time. This is the case for
claims in motor liability, professional liability, workers’ compensation, personal accident.
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38.7 Insurance contracts (cont.)

Liability for incurred claims is determined for each line of business based on actuarial methods. Expected cash flows
are adjusted for the future effect of inflation. The models currently used are Chain-Ladder, Bornhuetter Ferguson. In
some instances, historic data used in the actuarial models need to be supplemented with predictions for the
expected future development of claims. This is used when there are structural changes in underlying insurance risk.
In this situation, the historical data is supplemented with an a priori estimate for the expected change in the level of
claims.

Measurement, reinsurance contracts held

The Group applies the same principles to measure a group of reinsurance contracts and insurance contracts issued,
adapted where necessary to reflect features that differ from those of insurance contracts.

The Liability for remaining coverage is measured using the PAA method. The large majority of reinsurance held have
a coverage period of one year or less. For contracts where the coverage period is over one year, the obligation for
remaining coverage will not deviate significantly from the obligation that would have been arrived at by applying the
general measurement model called GMM, and therefore PAA will also be used for these contracts.

If a loss-recovery componentis created for a group of reinsurance contracts measured under the PAA, then the Group
adjusts the carrying amount of the asset for remaining coverage.

Risk adjustment for non-financial risk for reinsurance contracts are modelled using similar statistical models as for
direct insurance contract so that it represents the amount of risk being transferred by the holder of the group of
reinsurance contracts to the issuer of those contracts.

Principles for Discounting

Discounting under IFRS 17 involves adjusting future cash flows to present value to reflect the time value of money.
Liability for incurred claims is discounted to reflect the time value of money and the associated financial risks at the
reporting date. Discount rate reflects the yield curve in the appropriate currency for instruments that expose the
holder to no or negligible credit risk, adjusted to reflect the liquidity characteristics of payment of future incurred
claims.

The EIOPA risk free discount meets these requirements and have been used.
Principles for Risk Adjustment

The risk adjustment represents the compensation an entity requires for bearing the uncertainty about the amount
and timing of the cash flows that arises from non-financial risk as the entity fulfils insurance contracts. The risk
adjustment for non-financial risk (RA) reflects the compensation required by the insurer to bear the uncertainty of
the amount and timing of cash flows arising from non-financial risk. Sources of the uncertainty about the amount
and timing of the cash flows are linked to the determination of the LIC, stated above, and the estimation of the future
cash flows, i.e. when the claims payments take place.

RA is calculated on a group level for the insurance business. A cost of capital approach is chosen, and risk
adjustment is chosen to represent a confidence level of 85 per cent.

Risk adjustment for non-financial risk for reinsurance contracts are modelled using similar statistical models as for
direct insurance contract so that it represents the amount of risk being transferred by the holder of the group of
reinsurance contracts to the issuer of those contracts.
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38.7 Insurance contracts (cont.)
Principles for Level of Aggregation

Insurance contracts are aggregated into portfolios of insurance contracts. A portfolio comprises of insurance
contracts with similar risks that are managed together. These portfolios are further divided into annual cohorts, i.e.
contracts not issued more than one year apart based in a risk basis. Portfolios are determined based on a
segmentation of business, or a combination of line of business (as defined by the management), business area and
country.

No material onerous contracts have been identified.
Principles for Separation

Contracts that transfer a significant insurance risk are classified as insurance contracts. Contracts held by the group
under which it transfers significant insurance risk related to underlying insurance contracts are classified as
reinsurance contracts.

The Group issues certain group of life insurance policies, which included a life insurance part, and a separate unit
linked saving part. Using the principles for separation, these contracts are split into a savings and an insurance
component. The savings componentis valued using IFRS 9, because the investment risk is borne by the policyholder,
and itis distinct from the insurance risk. The insurance component is valued using IFRS17.

These principles ensure that insurance contracts are measured accurately, transparently, and in a manner that
reflects the economic reality of the underlying risks and cash flows.

Insurance acquisition cost

All insurance acquisition costs are recognized immediately in the statement of profit or loss as an expense in the
period in which they are incurred.
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38.7 Insurance contracts (cont.)
Reinsurance contracts held

The Group enters into reinsurance contracts with the purpose of mitigating its risk. Reinsurance contracts held are
either proportional or cover the total risk if the loss from a claim event exceeds the pre-agreed claim amount.

Premium on reinsurance contracts held are recognised as reinsurance expenses and on reinsurers held as claims
received. These consists of claims on reinsurers due to their share of the claims provision. The Group applies the
same accounting policies to measure a group of reinsurance contracts, adapted where necessary to reflect features
that differ from those of insurance contracts.

Risk adjustment for non-financial risk for reinsurance contracts are modelled using similar statistical models as for
direct insurance contract so that it represents the amount of risk being transferred by the holder of the group of
reinsurance contracts to the issuer of those contracts.

38.8 Interest income and expenses
Interest income is recognised in the statement of profit or loss as it accrues.

Interest expense on financial liabilities measured at amortised cost is recognised in the statement of profit or loss as
itaccrues.

38.9 Fee and commission income and expenses

Fee and commission income is mainly due to the Company's services to clients in the field of asset management,
fund management and corporate consulting. Fee and commission income and expense for services provided over a
certain period are recognized as the services are provided. Performance-related fees are recognized asincome when
the set target has been reached.

38.10 Net financial income

Net financial income, stems from insurance investment activities and consists of interest income from bank
deposits, exchange rate gains from monetary assets and liabilities and interest-bearing financial receivables, fair
value changes of financial assets through the statement of profit or loss, and
unwinding, interest and exchange rate change of technical provision. Dividend income from investments is
recognised on the date when the right to a dividend is established. Dividends are presented as a component of net
financialincome.

Financial expenses consist of interest expenses on interest-bearing financial liabilities, exchange rate losses on
monetary assets and liabilities and fair value changes of financial assets. Financial expenses are recognised during
the period in which they are incurred.
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38.11 Income taxes
Income taxes expensed consists of current taxes and deferred tax.
Current tax

Current taxes are the taxes expected to be payable on taxable income for the year, and any adjustment to taxes
payable in respect of previous years. Taxable income for the year is generally different from profit or loss before tax
according to the financial statements. Calculated income tax is based on the tax rates in effect at the reporting date.

Deferred income tax

Deferred income tax is due to a temporary difference between taxable income and profit or loss according to the
financial statements. This is because the Group's tax base is based on assumptions different from the financial
statements. Deferred income tax is not recognised on non-deductible goodwill.

A deferred tax asset is estimated at the reporting date and is recognised only to the extent that it is probable that
future taxable income will be available against which the tax asset can be utilised in the future.

Deferred income tax is expensed in profit or loss unless it is related to items recognised in other comprehensive
income or directly in equity, in which case the tax is also recognised in other comprehensive income or equity.

38.12 Cash and cash equivalents

Cash and cash equivalents consist of unrestricted deposits with financial institutions, and highly liquid financial
assets that are due within three months from the acquisition date and can easily be converted into cash where risk
of changes in their fair value is insignificant.

38.13 Financial assets
Initial recognition

Financial assets are recognised when the Group becomes a party to the contractual provisions of the instrument.
Financial assets are initially measured at fair value. Transaction costs that are directly attributable to the acquisition
or issue of financial assets (other than financial assets at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets, as appropriate, on initial recognition. Transaction costs directly attributable
to the acquisition of financial assets at fair value through profit or loss are recognised immediately in profit or loss.

Classification of financial assets

All recognised financial assets are measured subsequently in their entirety at either amortised cost or fair value,
depending on the classification of the financial assets. The classification of financial assets is based on the business
model within which they are held and their contractual cash flow characteristics. All regular way purchases or sales
of financial assets are recognised and derecognised on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the time frame established by regulation
or convention in the marketplace.
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38.13 Financial assets (cont.)
Financial assets at amortised cost

Afinancial asset which is intended to hold to maturity and where the contractual payments on set due dates consist
only of payments of principal and interest shall be recorded at amortised cost unless the instrument is defined at fair
value through profit or loss in accordance with the fair value option. Such assets are initially recognised at fair value
plus any related transaction costs. After the initial recognition, such financial assets are valued at amortised cost
based on the effective interest rate, less impairment. All loans and receivables of Fossar are recognised at amortised
cost.

Financial assets at fair value

Debtinstruments that are held within a business model whose objective is both to collect the contractual cash flows
and to sell the debt instruments, and that have contractual cash flows that are solely payments of principal and
interest on the principal amount outstanding, are measured subsequently at fair value through other comprehensive
income unless the fair value option is applied. All other debt investments and equity investments not measured at
amortised cost are measured subsequently at fair value through profit or loss. Derivatives are recorded at fair value
through profit or loss, except for derivatives that have been defined as hedging instruments in hedge accounting. The
Group did not recognise any financial assets at fair value through other comprehensive income during the prior year
but began to purchase bonds during the year with the aim of managing its liquidity needs, with a business model of
hold to collect or sell. Fair value changes of these bonds are recognised in other comprehensive income.

Impairment of financial assets

The Group's loans and receivables fall under the IFRS 9 impairment model. Estimates of expected credit losses are
updated at each reporting date, and the impairment model divides financial assets into three stages:

Stage 1

All financial assets at initial recognition, with a few exceptions. Expected credit losses are estimated based on the
probability of default in the next 12 months from the reporting date.

Stage 2

A significant increase in credit risk has occurred. Expected credit losses are estimated based on the probability of
default during the lifetime of the financial asset.

Stage 3

There are objective indications of impairment. Expected credit losses are estimated based on the probability of
default during the lifetime of the financial asset.

All financial assets within the scope of the impairment model are recorded at stage 1 at initial recognition, with the
exception of financial assets that are impaired at initial recognition and financial assets covered by the simplified
model of the standard (e.g. trade receivables with payment due in less than 12 months).

Since there are relatively few receivables (excluding insurance contracts for which credit risk is considered limited),
management assesses expected credit losses separately for individual receivables. Therefore, the Group does not
apply the presumption that the credit risk on a financial asset has increased significantly since initial recognition
when contractual payments are more than 30 days past due and that objective indicators of impairment exist when
payments are more than 90 days past due.

If the credit risk of a financial asset in level 2 or 3 decreases and the reasons for this are not considered short-term,
the relevant financial asset is lowered by a level, i.e. to level 1 or 2 depending on the circumstances.
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38.13 Financial assets (cont.)
Definition of default

Management believes that objective indications of impairment exist if it is considered likely that the debtor will not
be able to fully meet its obligations to the Group. The following are examples of circumstances where the Group
believes that objective indications of impairment exist:

- a debtor has applied for bankruptcy, a company has been deregistered, or if a company no longer operates on a
going concern

-itis considered unlikely that the debtor will meet his obligations due to violations of the terms of the loan agreement
or his financial restructuring

Final write-off of financial assets

Receivables are written off when there is information indicating that the debtor is in severe financial difficulty and
there is no realistic prospect of recovery.

38.14 Customer relationships

Customer relationships, recognised upon acquisition of operations, are amortised over the estimated useful life,
which is 10 years.

38.15 Software

Software is recognized at cost less accumulated amortisation and impairment. The cost price consists of the
purchase price and all direct costs associated with getting the software into use. Software is amortised using the
straight-line method over 3 to10 year from the date it is taken into use.

38.16 Property, plant and equipment

Property, plant and equipment are recognised when it is probable that economic benefits embodied in the asset will
flow to the Group and its cost can be measured reliably. Property, plant and equipment assets are recognised at cost
value less accumulated depreciation and impairment. The cost of property, plant and equipment assets consists of
the purchase price and all directly attributable cost necessary to make the asset capable of generating revenue.

Property, plant and equipment are recognised at cost less accumulated depreciation and impairment.

Depreciation is recognised on a systematic basis over the expected useful life of the asset, taking into account its
estimated residual value. The depreciation method expected useful life and residual value are reviewed at least
annually.

Gain or loss on the sale of property, plant and equipment are calculated as the difference between the sale price and
carrying amount. It is recognised in profit or loss as part of other income.

38.17 Impairment of non-financial assets

At each reporting date, management reviews the carrying amount of tangible and intangible assets for indications of
impairment. If any such indication exists, the recoverable amount of the asset is estimated. The recoverable amount
of a cash-generating unit to which the asset belongs is estimated if it is not possible to test the asset individually for
impairment.

The recoverable amount is the higher of fair value less estimated cost to sell and value in use. Value in use is based
on estimated future cash flows, discounted at the pre-tax rate of interest, where the interest rate reflects the market
assessment of time value of money at each time and the risk embodied in the asset.
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38.17 Impairment of non-financial assets (cont.)

Intangible assets with indefinite useful life and intangible assets not ready for use are tested for impairment annually
and more often if there is any indication of impairment.

If the recoverable amount of an asset is lower than its carrying amount, the carrying amount is reduced to the
recoverable amount. Impairment loss is recognised in profit or loss.

A recovery of the asset, subsequent to impairment recognition, is reversed. However, reversal is limited to the
amount of the asset not being recognised at an amount higher than its carrying amount prior to the impairment
recognition. Reversal of impairment of goodwill is prohibited.

38.18 Financial liabilities

Financial liabilities are recorded at fair value upon initial recognition. Transaction costs that are directly attributable
to the purchase or issuance of financial liabilities that are not recognized at fair value through profit or loss are added
to or deducted from fair value at initial recognition as appropriate. Transaction costs in respect of financial liabilities
that are recognised at fair value through profit or loss are immediately recognised in profit or loss.

Financial liabilities are valued at amortised cost based on the effective interest rate. The Group derecognises
financial liabilities only when the obligation associated with them no longer exists. Gains or losses due to the
derecognition are recorded in profit or loss.

38.19 Equity instruments

An equity instrument is a contract that evidences residual interests in assets of the Group after deduction of all its
liabilities. Equity instruments issued by the Group are recorded at cost less the direct costs of their issuance.

Purchases of own shares are recognised as a reduction in the total share capital. No gains or losses are recognised
through profit or loss due to the purchase, sale or issuance of own shares.

38.20 Provisions

A provision is recognised when the Group has a legal or constructive obligation due to a past event, payment is
probable, and the amount of the obligation can be reliably determined.

The amount of the provision is based on the best possible estimation of the liability at the reporting date. If the
amount of the provision is based on estimated future cash flows, it is recognised at present value.

If the provision is recoverable from a third party, the recoverable amount is recognised as an asset.
38.21 Leases

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group recognises a
right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee,
exceptfor short-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date. For discounting the Group uses its incremental borrowing rate when the rate implicit in the
lease cannot be readily determined.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability
(using the effective interest method) and by reducing the carrying amount to reflect the lease payments made.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset.
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38.22 Earnings per share

The Group presents basic earnings per share and diluted earnings per share for ordinary shares in the statement of
profit or loss. Basic earnings per share are calculated as a percentage of the profit allocated to the ordinary
shareholders in the company, and the weighted average number of ordinary shares outstanding during the year.
Diluted earnings per share are calculated by taking into account all shares, whether issued or potential shares at the
reporting date, such as share options granted to employees.

38.23 New standards, interpretations and amendments to standards

In the current year, the Group has applied a number of amendments to IFRS Accounting Standards issued by the
International Accounting Standards Board (IASB) that are mandatorily effective for an accounting period that begins
on or after 1 January 2024. Their adoption has not had any material impact on the disclosures or on the amounts
reported in these consolidated financial statements.

Classification of liabilities as current or
non-current

- IAS 1 Presentation of Financial Statements

- IAS 1 Presentation of Financial Statements Non-current liabilities with covenants

- IAS 7 Statement of Cash Flows and IFRS 7 Financial

. Supplier finance arrangements
Instruments: Disclosures

- IFRS 16 Leases Lease liability in a sale and leaseback

The adoption of the amendments stated above has not had any materialimpact on the disclosures or on the amounts
reported in these consolidated financial statements.

The Group has not early adopted new standards or amendments to IFRS Accounting Standards that have been issued
and are permitted for early adoption. The following amendments are effective from 1 January 2025:

- 1AS 21 The Effects of Changes in Foreign Exchange Rates Lack of Exchangeability

Management of the Company do not expect that the adoption of the amended Standard listed above, or other issued
new standards and amendments scheduled that become effective in subsequent periods will have a material impact
on the consolidated financial statements of the Group in future periods.
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39. Quarterly statement (unaudited)

Q4 2024 Q3 2024 Q2 2024 Q12024 Q4 2023
INSUrANCE FEVENUE ......oeveeieeieeeeecieeeee e 7.546.073 7.634.285 7.212.980 6.788.741 6.843.539
Investment result after financial items ................cc........ 1.295.532 119.137 (31.026) 499.182 845.132
Net interest and commission income . 756.710 367.801 336.078 592.138 391.452
Share in the profit of affilliates, after income tax .......... 0 0 0 0 9.191
Other iNCOME ........oooiiiiieeceeeecee e 60.785 16.617 37.270 24.702 17.337
Total INCOME ..o 9.659.100 8.137.840 7.555.303 7.904.763 8.106.650
INSUrance SErviCe EXPENSES ........cccueeeueeeiiieeeieeeeeaanenns (6.800.948) (6.857.014) (6.267.195) (6.828.887)  (7.013.669)
Net expenses from reinsurance contracts (308.071) (187.636) (250.375) (202.480) 415.241
Operating eXpenses .........ccccceeeveeeieeecneenne (932.816) (651.993) (749.283) (664.235) (658.669)
Impairment of intangible assets ............cccccoeeiiiinnen. (1.365) (650) (1.893) (6.907) (805.628)
Profit before income taxes ........ccccoocveeviciee e, 1.615.901 440.547 286.557 202.254 43.924
[[aToTe] 0 1[0 - ) SRR (57.558) (13.330) (149.213) (66.740) 108.016
Profit for the year ............ccooveveii e 1.558.343 427.217 137.344 135.514 151.940
Claims ratio ................ 72,9% 73,5% 67,2% 79,7% 73,3%
Net reinsurance ratio 1,5% 2,5% 3,5% 3,0% -0,6%
Claims and net reinsurance ratio ............ccccceeevcveeeeneeen. 74,4% 76,0% 70,7% 82,6% 72,6%
Insurance contracts expense ratio ............cccceeecieeennen. 19,8% 16,3% 19,7% 20,9% 23,8%
Combined ratio .........ccoooiiiieiiie e, 94,2% 92,3% 90,4% 103,6% 96,4%
Net Financial Services income (excl. interco) ............... 892 492 333 626 447
Insurance investment portfolio return ............cccceeene. 3,6% 1,6% 0,8% 2,2% 3,4%
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Non-financial and sustainability reporting

Business model

Skagi’s main operations consist of insurance operations, investments, asset and fund management and investment
banking. Fundamentally, these activities of the Group are divided into three main areas of focus, namely insurance
activities, financial services and investments.

Sustainability focus

Skagi places emphasis on sustainability being integrated into all of the Group's operations. Information in our
sustainability reporting is based on a sustainability policy which emphasises certain priorities in ESG (environmental,
social and governance) areas that are relevant to the activities of the Group. The Company's Board of Directors is
responsible for the policy; the CEO and senior management are responsible for its implementation and ensuringitis
followed in the Company's operations.

Non-financial and sustainability reporting in Skagi consolidated account is reported in accordance with laws on
annual accounts. In the Annual and Sustainability Report of the Group a more detailed summary of non-financial
information about Skagi and its subsidiaries is provided. The summary is based on Nasdaq's ESG guidelines and
climate impact calculations are performed by third parties in accordance with the Greenhouse Gas Protocol
methodology. Annual and Sustainability Report for 2024 will be published on Skagi’s website www.skagi.is. Non-
financial disclosure for the subsidiaries can also be found in their annual financial statements and further
sustainability information on their respective websites.

Skagi received 80 points in Reitun's ESG evaluation in 2024, which is the same as the year before. Skagi continues to
work towards improving it sustainability rating. With regards to that the Group has initiated work for implementation
of European Sustainability Reporting Standards (ESRS) in accordance with the Corporate Sustainability Reporting
Directive (CSRD). Accordingly we publish further sustainability information on all subsidiaries of the Group.
Furthermore we now provide further information in accordance with the EU Taxonomy regulation and classification
system. We continue to work on incorporating the ESRS standards, which will include re-visiting double materiality
assessment and updating our sustainability policy on group basis in the year 2025. Sustainability is also being further
incorporated into the Corporate Governance statement, remuneration policy and risk management of the Group.

Skagi is a member of Festa, a centre for social responsibility, IcelandSIF, an organisation that promotes responsible
investment, and a signatory of UN-PRI, the United Nations principles for responsible investment. Skagi is also a
signatory of the UN Global Impact on the implementation of responsible policies.

Skagi supports the United Nation's Global Goals and particularly supports the following Global Goals:

Global Goal 3:
Good health and well-
being

Global Goal 5:
Gender equality

Global Goal 8:

Decent work and
economic growth

Global Goal 12:

Responsible consumption
and production

Through strong prevention,
we reduce losses and
encourage a better
lifestyle.

Global Goal Target 3.6 is to
reduce traffic fatalities.

Skagi places special
emphasis on gender
equality with a gender
equality policy and code of
ethics.

Skagi is committed to
having an active equal pay
policy and maintaining
equal pay certification.

We insure companies,
their operations and
assets. In so doing, we
ensure good employment
and economic growth.
Through our cooperation
with companies, we
reduce losses and improve
employee safety.

Global Goal Target 8.8 is
to promote a safe and
secure working

Responsible consumption
and production through the
implementation of
sustainable development.
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environment for all
workers. By working
together with our
customers, we promote a
safe working environment
through strong prevention
efforts.

The Company's policies concerning non-financial information, sustainability and ESG (environmental, social and
governance)

Policies of the Board of Directors Policies of senior management
Policy on Suitability, Competence and Diversity Equality and Equal Pay Policy

Corporate Governance Policy Transportation Policy

Owner Policy Prevention Policy

Policy on VIS investments Information Policy

Sustainability Policy Occupational Safety Policy

Policy on IT Operations Information Security Policy

Compliance Policy

Conflict of Interest Policy

Privacy Policy

Risk Management Policy

Internal Control Policy

Policy on measures against money laundering and
terrorist financing
Internal Audit Policy

Outsourcing and Service Procurement Policy

Competition Policy

Policy on treatment of insider information and
management trading

Sustainability statement

Skagi’s Annual Report, published on Skagi’s website,contains a sustainability statement along with a more detailed
summary of non-financial information about Skagi and its subsidiaries. The summary is based on Nasdaq's ESG
guidelines and climate impact calculations are performed by third parties in accordance with the Greenhouse Gas
Protocol methodology.

The selection of key ESG metrics was based on a materiality assessment of the insurance sector and an examination
of leading foreign insurance companies with regards to ESG performance. The assessment is mainly based on ViS's
operations but on Group basis as applicable. Further details below is provided about the actions taken in the 2024
operating year.

Environment

Skagi received 88 points for the environmental component in Reitun's ESG evaluation, increasing its score by one
point from the prior year. In the justification, it was stated that Skagi operates according to measureable
environmental goals and has purchased verified carbon units for measure emissions. ViS also aims to calculate
emissions from its insurance and asset portfolio, thus becoming the first Icelandic insurance company to calculate
its insurance carbon footprint. Skagi conducts a risk assessment in relation to climate change which is part of the
Company's risk management system, and the Board of Directors and management are actively involved in climate-
related matters.
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Sustainability in claims and services

Used spare parts have been used for car repairs for many years in Iceland, and for the past 30 years, VIS has sold
around 1,000 damaged cars each year at auctions where the cars are either repaired or disassembled in order to give
spare parts a second life. VIS is the only insurance company in Iceland that has held closed auctions of damaged
cars exclusively for spare parts dealers who have the required permits to resell used spare parts.

It is important for VIS to actively contribute to supporting the circular economy. This is done, for example, with
experimental projects, such as cooperation with parts dealers in the demolition of damaged cars with the aim of
increasing the supply of used spare parts for vehicle repairs. During the year, work continued on a project in which
45 cars of certain types were selected to go to a parts dealer for demolition. The result is that around 20% of the spare
parts gained a second life by being used in car repairs. The turnover rate of the spare parts is low, but there is a lot of
learning to be had from the project that will be useful in our continuing efforts to support the circular economy.

VIS emphasises repairing vehicles as much as possible instead of replacing parts. The proportion of plastic and car
window repairs is lower in Iceland than in comparison countries. VIS has the goal of increasing the percentage of
repairs instead of parts being replaced. The ratio of windshield repairs to windshield replacements grew from 16% to
19.6% between years, and VIS aims for an even higher percentage. Estimated savings in carbon emissions are about
43.5 kgCO2 for each windshield that is repaired instead of replaced.

Good results were achieved during the year in increasing electronic and paperless transactions in order to reduce
paper consumption and reduce carbon emissions from employee and customer travel, whether through increased
electronic claim notifications, video calls to assess water damage or increased sales through the vastly improved
VIS online store. The use of electronic signatures at VIS resulted in savings of 194,931 kilometers according to
calculations done by the software company Taktikal.

During the year, VIS increased its focus on providing more sustainable options for consumers when it comes to
shopping for insurance online. ViS customers can now buy insurance online in a matter of minutes, which saves time

while also providing increased transparency and convenience.

Verified carbon units

For the fourth year in a row, Skagi offset emissions from its operations with Climate Impact Partners verified units.

The projects selected reflect the chosen Global Goals.

Main risks

Key metrics

Performance

Goals

Materiality factor:
Climate policy

Risk:

Failing to achieve the
desired results in
mitigation and
adaptation to climate
change.

VIS is aware of
greenhouse gas
emissions in its
operations. However, it is
clearthatin insurance
operations, emissions
fall mainly under Scope
3, i.e. emissions
stemming from the
insurance and
investment portfolio. VIS
does not specifically

Emissions intensity.

Emissions intensity
shows total GHG
emissions based on the
main sample sizes in the
Company's operations.

Does the Company
have an environmental
policy?

The Company continues to
follow an action plan for
reducing emissions by
2025. The plan was drawn
up in 2021.

Greenhouse gas emissions
increased or by about 18%
year-on-year.

For VIS operations there
was an increase of around
45% in Scope 1 and a
decrease of around 33% in
Scope 2. Emissions in
Scope 3 increased by 19%.

Emissions intensity as a
percentage of revenue (all
scopes) was 6.6 kg
CO2/ISKm —increasing by
22%.

Analyse the carbon footprint
of the portfolio and
investments according to the
PCAF methodology. Also
consider PCAF membership.

Target setting to reduce
greenhouse gas emissions
and adapt to climate change,
consider SBTi certification
and create an action plan.

Continue to reduce
greenhouse gas emissions in
accordance with the action
plan.
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measure this, but closely
monitors the
methodology used for
such calculations, e.g. by
the Partnership for
Carbon Accounting
Financials (PCAF).

VIS has purchased a
guarantee of origin of
electricity and therefore the
emission is 216 tons of Co2
for the year 2024 (market
based).

For the fourth year in a row,
the remaining emissions
from the VIS operations and
Skagi Group in whole are
offset with Climate Impact
Partners verified units.

Further information on
greenhouse gas emissions
for Skagi Group and other
subsidiaries can be found in
the Sustainability Report
2024 on Skagi’s website.

Materiality factor:
Responsible product

offering.

Does the Company have
a sustainable product
offering?

The use of Okuvisir results
in lower emissions of
greenhouse gases as well

Inform customers about the
environmental benefits of
Okuvisir.

as promoting safer traffic.
Risk:

Not being competitive
with green products that
are in demand.

In 2023, VIS became the first
Icelandic insurer to begin a
collaboration with an
environmentally friendly
vehicle recycling company,
in order to increase the
supply of spare parts for car
repairs. In this way, VIS
wants to contribute to the
circular economy and
reduce the carbon footprint
of car repairs.

Social

Skagi received 90 points for the social componentin Reitun's ESG evaluation and continues to pay close attention to
human resources, job satisfaction and customer satisfaction. ViS has made it a priority to increase customer
satisfaction. In 2024, it ranked third in the customer satisfaction survey and was the only insurance company to
increase its ranking from the prior year. The Company closely monitors the satisfaction of its customers, both through
measurements that are carried out after service contacts as well as by purchasing measurements from independent
parties that measure the market as a whole. One of ViS's goals for 2024 was to increase the number of proactive
contacts with its customers as well as implementing a service policy that puts VIiS's customers first.

Human resources and remuneration policy

The satisfaction and engagement of employees continues to measure very high, continuing the trend of recent years.
Engagement measured 4.33 at ViS on a scale of 1-5 while job satisfaction measured at 4.47, with 94% of employees
being satisfied or very satisfied in their jobs. These are excellent results. The Company's updated remuneration policy
now states focus on sustainability and a link with long-term interests. Therefore, as of 2025, sustainability
performance will be included in the criteria used in the employee incentive scheme.

Grants to the community

Skagiis committed to being present in its local communities throughout Iceland. Through our service offices outside
the Greater Reykjavik area, we support various social issues and sports. In addition, ViS allocates ISK 10 million each
year to social projects in accordance with the grant policy at any given time. Grants were awarded during the year to
prevention projects such as a video on safety equipment for horse riding, reflective vests for primary school children,
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ski helmets at a ski area, free condoms at the bjédhatid festival and a grant to restore the website of the Fire
Protection Association. In addition, over 1,800 back seat car mirrors were given to customers who are new parents,
as these can significantly increase safety in traffic and reduce the likelihood of distraction. First aid courses foryoung
parents were also offered along with other prevention courses for both companies and individuals. When the people
of Grindavik had to leave their homes at the end of last year due to seismic activity in the Reykjanes peninsula, ViS
decided to reimburse individuals and companies for insurance on real estate and homes that amounted to up to 6
months of premiums. Every year Fossar supports a good cause by supplying all revenue of the bank for one day,
called the “Thanks Day” along with grants from customers and partners. Fossar held its first Thanks Day in November
2015 when Maedrastyrksnefnd was awarded the first grant of ISK 2.5 million. Since then, the donations have
increased annually in line with Fossar's increased activities, and including the amount raised last year (26.5 million),
the Thanks Day has returned a total of over ISK 140 million to grant recipients of good cause since the collection

began.

Mainrisks

Key metrics

Performance

Goals

Materiality factor:
Human resources.

Risk:
Staff disunity and
stagnation.

The gender pay gap.

Diversity at all levels, as
per the Company's policy
on suitability,
competence and
diversity.

Recruitment, employee
engagement and
employee turnover.

As in recent years, Skagi
did not have a measurable

gender pay gap.

In 2023, Skagi achieved the
goal of reducing the
unadjusted gender pay gap
substantially. The gap
measured similar in 2024
and continued to be
considerably below peer
companies, according to
figures from Statistics
Iceland.

Continued good results of
workplace analysis at ViS.
Engagement measured at
4.33, which places VIS
among the top 30% of
companies in Iceland.

Job satisfaction measured
at4.47, which means that
94% of employees are
satisfied or very satisfied in
their jobs.

These are excellent results
much like in previous
years.

Continued objective of
having no unexplained
gender pay gap.

To continue to reduce the
unadjusted gender wage
gap as much as possible,
so that the average gender
wage is as equal as
possible.

To continue to work
purposefully to ensure the
competence and
professionalism of
managers. In this way, we
create the best possible
working conditions in order
to attract top talent.

To continue to work
purposefully to maintain
good employee job
satisfaction and to offer
diverse training and career
development
opportunities.

In 2025, emphasis will
continue to be placed on
implementing a results-
oriented culture s well as
creating opportunities for
professional development
across the Group.

Materiality factor:
Responsible marketing.

Risk:
Reputationalrisk e.g. due
to greenwashing.

The number of reports of
harmful or misleading
marketing.

Whether there is a
defined procedure
around grants.

No reports received in
2024.

Community grants are
connected to the chosen
Global Goals, with a
particular focus on
prevention.

Analyse EGS risks related
to responsible marketing.
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Materiality factor:
Customer wellbeing.

Risk:
Reputational risk due to
customer dissatisfaction.

The number of incidents
that can affect customer
wellbeing.

Customer satisfaction;
NPS net promoter score.

No reports received in
2024

We achieved our goal of
increasing customer
satisfaction.

ViSincreased its score in
the Icelandic Customer
Satisfaction Index and was
the only insurance
company to do so.

The CSAT score for VIS in
internal service contacts
continues to rise, and VIS
employees have achieved
excellent results in
improving service to
customers.

We intend to continue to
increase the satisfaction of
our customers. Our goal is
to continue to increase the
NPS recommendation
index and for the measured
index to be 0 or higher.
CSAT customer contacts
will be 9+.

Governance

Skagi received 76 points for governance, an increase of one point from the prior year. General governance and
business ethics were considered to be in good order at the Company. Following the creation of the Skagi Group,
governance practices have been updated in line with the Group's new structure. The activities of Skagi's board of
directors and subsidiaries meet the requirements set out in the assessment and the Company follows the corporate
governance guidelines. The Skagi parent company has a board of directors and each subsidiary has its own board of
directors. Subsidiaries operate according to a clear ownership policy in accordance with the corporate governance
guidelines of Skagi. Further information on corporate governance of Skagi Group can be found on Skagi’s website.

In 2021, Skagi (ViS) became the first insurance company in Iceland to become a member of UN-PRI, the United
Nations Principles for Responsible Investment. The Company has significant influence though its asset portfolio. By
taking sustainability factors into consideration in its investments, the Company minimizes the risks associated with

sustainability while at the same time encouraging other companies to improve their business practices.

Main risks

Key metrics

Performance

Goals

Materiality factor:
Good corporate
governance.

Risk:

Disagreement between
stakeholders and failure to
comply with the law.

Rating according to the
Reitun annual EGS
assessment.

Loophole analysis based
on upcoming EU
legislation (CSRD and EU
taxonomy).

Shareholder rights.

Response rate in regular
stakeholder survey.

Skagi received a score of
80 out of 100 from Reitun.
The Company is among the
top-scoring insurance
companies.

Skagi received 76 points for
the governance
componentin Reitun's ESG
evaluation.

Skagi was recognized for
good governance while
also being named:
Exemplar of Corporate
Governance.

Continued remote
participation in
shareholders' meetings.

Preparation for stakeholder
analysis.

Achieve a score of 85 out of
100 from Reitun for 2025.

Continue to deepen
internal knowledge of EU
taxonomy legislation with
respect to present policies
and the Company's
disclosures.

Review and implement
necessary policies and
processes in accordance
with legislation (CSRD and
EU taxonomy).

Conduct meaningful
stakeholder analysis.
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Materiality factor:
Risk management

Risk:

That risks are not identified
and no mitigation
measures are
implemented. Lack of
awareness of risks in the
value chain and in
investments.

The number of mitigation
measures and their
status.

Results of supplier
evaluation and number of
suppliers who are
committed to human
rights.

Whether ESG factors are
taken into accountin
investment decisions.

Supplier code of conduct
defined and supplier
assessment prepared.

Continue to define active
involvementin
investments (e.g. through a
conversation about ESG
with companies in which
investments are made).

Redo materiality analysis
based on double
materiality and
stakeholder analysis.

Insert provisions in
contracts requiring
suppliers to comply with
laws on labour, human
rights and environmental
protection.

Incorporate EGS risk
assessment into existing
risk management
processes.

Examine methods for
implementing EGS risk
assessment for new
policyholders.

Materiality factor:

Data protection and cyber
security.

Risk:
Data breach and being
vulnerable to cybercrime.

Implement and enhance
employee cyber security
awareness.

Number of data
breaches.

Number of complaints
regarding data protection
and cyber security.

Number of reported
privacy breaches.

The Company received ISO
27001 certification in
January 2024. Work
continues according to a
defined plan on the
maintenance of the
information security
management system.
Follow-up review planned
for December 2024.

No data breaches occurred
in 2024.

No complaints received
regarding data protection
or cyber security.

During the year, the
Company received one
complaint regarding the
processing of personal
data from the Data
Protection Authority. The
matter concluded in
October with the Data
Protection Authority’s
finding that the Company's
processing was in
compliance with the
requirements of the Data
Protection Act no. 90/2018.

Receive continued good
results from auditors on
1ISO 27001.

Receive a good result from
the auditor (KPMG) in
relation to compliance with
recommendation no.
1/2019 and the EIOPA
guideline.

Maintain good results in
risk assessment in the
operation of information
systems and in information
security.

Ensure that the Company
complies with the Data
Protection Act and good
business practices.

Minimum safeguards
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Some of the criteria for environmentally sustainable economic activities concern social factors and governance, also
known as minimum safeguards. The minimum safeguards set out in the Taxonomy Regulation refer to the processes
that ensure minimum compliance with the standards of the Organization for Economic Co-operation and
Development (OECD) for multinational companies and of the United Nations for human rights and business. They are
intended to ensure that economic activities meet certain minimum standards when it comes to human rights,
corruption and bribery, tax matters and competition matters.

Human rights

Skagi operates in accordance with applicable laws and regulations and respects human rights in all its activities. The
Company has a policy on qualifications, competence and diversity, equality policy and occupational health and
safety policy. Skagi has set a policy to be a role model in matters of equality. Equality and equal pay policy clearly
states that Skagi is a workplace where gender-based and sexual harassment, violence or bullying are not tolerated.
At Skagi, there is a clear channel for issues related to bullying and sexual harassment, and employees are given clear
information about the channels of communication and the progress of such cases. Itis understood that it is the joint
task of all employees to follow the Company's equality and equal pay policy. Each employee must be careful to show
respect, openness and discretion in their dealings with others. It is also the responsibility of each employee to be
aware of their environment and their moral duty to act if they witness what could be considered an EKKO incident
(EKKO is an Icelandic abbreviation for bullying, sexual harassment, gender-based harassment and violence).

The Company has a procedure in place for the handling of reports of misconduct and the protection of
whistleblowers in accordance with the Act on the Protection of Whistleblowers no. 40/2020. The procedure is
available on the Company's website. The purpose of the procedure is to document the method for handling and
reporting alleged misconduct in relation to the Company's operations and the protection of whistleblowers. The
Compliance Officer is responsible for ensuring that adequate communication channels are in place for reporting
alleged misconduct. On ViS's website, it is possible to submit a notification of potential misconduct in its activities.
Notifiers are encouraged to submit a notification under their own name, but the system also offers the ability to send
anonymous notifications.

The Company has implemented and ensured compliance with the Act on Data Protection and the Processing of
Personal Data. The Company's Board of Directors has set a policy on the handling of personal data and a Data
Protection Officer has been appointed. Procedures have been established and processes defined to ensure careful
handling of personal data, and a committee for information security and data protection operates within the
Company. On the Company's website, customers can find information in the Company's Privacy Policy on how the
Company processes personal data and how they can exercise their rights under the Data Protection Act.

The Company has not violated any laws or rules imposed by regulators in the area of human rights.

Corruption/bribery

The Company engages in honest and responsible business practices where any form of bribery, corruption, criminal
activity and money laundering is neither practiced nor tolerated. The Company has established and implemented
internal processes, codes of conduct and procedures in the area of compliance and has taken measures to identify
and prevent bribery. VIS has established a code of ethics which is sighed by employees upon commencing work at
the Company. The Board reviews and confirms the code of ethics each year.

The Board has also established a policy on internal control and defined the internal control process and procedures
for the implementation of internal control. In addition, the Board has established a policy on compliance that
describes the way in which work should be done to identify the risk of failure by the Company to fulfil obligations
according to laws and regulations.

The Company has reporting channels on its website for reporting possible misconduct, including acceptance of
bribery, and has a misconduct team whose role it is to receive and investigate reports received. Procedures have
been established for perks received by employees from customers, partners and suppliers, and employees must
report all gifts, perks or invitations.

The Board has established a policy on measures against money laundering and the financing of terrorism, and

procedures have been established based on the policy. The Company has appointed a person in charge of measures
against money laundering who is responsible for the enforcement of the laws and regulations on measures against
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money laundering and the financing of terrorism, and the Compliance Officer handles notifications of suspicious
transactions and funds.

The Company has not violated any laws or rules imposed by regulators in the area of corruption and bribery.

Taxes

The Company does not have a defined tax policy that is set by the Board and published publicly. However, tax
procedures are well defined at the Company with the involvement of senior management. Company complies with
applicable laws and regulations in every respect. The Company strives to set an example here as elsewhere.

The Company has reporting channels on its website for reporting possible misconduct, including inappropriate
behaviour or actions related to taxes, and has a misconduct team whose role it is to receive and investigate reports
received.

The Company has not violated any laws or rules imposed by regulators in the area of taxes.

Competition

Competition rules play an important role in a free market, as they are intended to ensure that consumers and society
as a whole benefit from the efficient use of production resources and thereby from active competition. Competition
laws are part of the regulatory environment in which the Company operates at any given time. It is therefore a
fundamental prerequisite for the Company's operations and structure to comply with the rules of the Competition
Act. The board of VIS has established a policy on competition matters which is reviewed annually. Based on the
policy, the Company has also published a manual on competition rules for employees. The Company attaches great
importance to regular education of employees about competition rules and that employees are well informed about
the laws and regulations that apply to competition matters. It is emphasized that competition law considerations are
always taken into account in decision-making.

The CEO is responsible for the implementation of the policy on competition matters and must ensure that
appropriate measures are taken to ensure thatit is followed, while the General Counselis the supervisor of the policy
and the Compliance Officer is responsible for ensuring that employees receive appropriate training on competition
matters while monitoring compliance with the policy.

The Company has not violated any laws or rules imposed by regulators in the area of competition matters.
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Appendix 2

EU Taxonomy Regulation

On 1June 2023, Regulation (EU) 2020/852 on a framework for sustainable investment was transposed into Icelandic
law through Act no. 25/2023 on Sustainable Financial Disclosure and Taxonomy for Sustainable Investments.
Companies that are subject to the obligation of Article 66d of the Annual Accounts Act no. 3/2006 on non-financial
disclosure must now also provide disclosure according to the requirements of the aforementioned regulation, also
known as the EU Taxonomy Regulation. This includes disclosure of information for VIS and Fossar within the Group.

ViS Insurance operations and insurance investments portfolio

According to Article 3 of the EU Taxonomy Regulation, an economic activity that qualifies as environmentally
sustainable must contribute substantially to one or more of the environmental objectives set out in the Regulation
while at the same time not significantly harm any other environmental objectives. The activity shall also be carried
out in compliance with minimum safeguards and technical screening criteria. The technical screening criteria for
non-life insurance: underwriting of climate-related perils, is defined in section 10.1 of Annex Il to Commission
Delegated Regulation (EU) 2021/2139. In order to meet this criteria, VIS will continue to carry out a detailed analysis
of its activities and make appropriate improvements as required. The Company is committed to continue its work
related to the EU Taxonomy Regulation.

Key performance indicators are set out in Annex IX and Xl to Commission Delegated Regulation (EU) 2021/2178.

Significant Harm)
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A.L Non-life insurance and reinsurance
underwriting Taxonomy-aligned activities
(environmentally sustainable)
A.1.1 Of which reinsured
A.1.2 Of which stemming from reinsurance
activity E
A.1.2.1 Of which reinsured (retrocession) E
A.2 Activities under the regulation but not
d ble to it (not envir 1y
sustainable) 26.999.162 92.5%| 24.573.512
B Life and none life operations not included
under the regulation 2.182.918 7.5%| 1.900.564
Total (A.1 =A.2+B) 29.182.080 26.474.076

In line with the requirements of Article 8 of the EU Taxonomy Regulation and the accompanying Delegated Regulation
(EU) 2021/2178, the company is obligated to report on specific key performance indicators (KPIs). These indicators
reflect both the share of the company’s investment portfolio that falls within the scope of the Taxonomy Regulation
and the portion of those investments that meet the criteria for Taxonomy alignment.

The disclosure relies solely on information publicly disclosed by the entities in which the company has invested, as
required by the regulation. Icelandic companies subject to these reporting obligations provided information on
Taxonomy eligibility and alignment in their 2023 annual financial statements, including details on the eligibility of
their business activities under the Taxonomy framework and the extent to which those activities align with its criteria.

The methodology for calculating the KPIs is based on the company’s total investment portfolio, with specific
exclusions applied to ensure compliance with regulatory standards. These exclusions include:

- Holdings in sovereign debt, exposures to central banks, and investments in supranational organizations.
- Investments in entities not required to disclose non-financial information under Articles 19a and 29a of

Directive 2013/34/EU.

It is important to note that experience with EU Taxonomy reporting is still evolving, particularly regarding the
availability and consistency of data from issuers, which may affect the completeness and accuracy of the company’s
disclosures. Significant data gaps remain, as a number of companies that are required to report under the Taxonomy
Regulation have either not provided the necessary disclosures or have done so inconsistently or incompletely.
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The proportion of the insurance or reinsurance undertaking’s investments that are directed at funding, or are
associated with, Taxonomy-aligned in relation to total investments

The weighted average value of all the investments of

The weighted average value of all the investments of insurance or reinsurance | insurance or reinsurance undertakings that are directed at
undertakings that are directed at funding, or are associated with Taxonomy- funding, or are
aligned economic activities relative to the value of total assets covered by the | associated with Taxonomy-aligned economic activities,
KPI, with following weights for investments in undertakings per below: with following weights for investments in undertakings per

below:
Turnover-based: 0,1% | Turnover-based: 40.207.294
Capital expenditures-based: 0,5% | Capital expenditures-based: 162.776.127
The percentage of assets covered by the KPI relative to total investments of The monetary value of assets covered by the
insurance or reinsurance undertakings (total AuM). Excluding investments in KPI. Excluding investments in sovereign
sovereign entities. entities
Coverage ratio: 93% | Coverage: 31.140.165.834
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Additional, complementary disclosures: breakdown of denominator of the KPI

The percentage of derivatives relative to total assets

covered by the KPI. 0% | The value in monetary amounts of derivatives. 0

The proportion of exposures to financial and nonfinancial
undertakings not subject to Articles

19a and 29a of Directive 2013/34/EU over total

assets covered by the KPI:

Value of exposures to financial and nonfinancial undertakings not
subject to Articles
19a and 29a of Directive 2013/34/EU:

For non financial undertakings: 18% | For non financial undertakings: 5.676.202.513
For financial undertakings: 31% | For financial undertakings: 9.584.511.490
The proportion of exposures to financial and nonfinancial Value of exposures to financial and nonfinancial undertakings from
undertakings from non-EU countries non-EU

not subject to Articles 19a and 29a of Directive countries not subject to Articles 19a and 29a

2013/34/EU over total assets covered by the KPI: of Directive 2013/34/EU:

For non financial undertakings: 0% | For non financial undertakings: 0
For financial undertakings: 15% | For financial undertakings: 4.522.736.576

The proportion of exposures to financial and nonfinancial
undertakings subject to Articles 19a

and 29a of Directive 2013/34/EU over total assets
covered by the KPI:

Value of exposures to financial and nonfinancial undertakings subject
to Articles
19a and 29a of Directive 2013/34/EU:

For non financial undertakings: 26% | For non financial undertakings: 8.001.611.872

For financial undertakings: 11% | For financial undertakings: 3.355.103.384

The proportion of exposures to other
counterparties over total assets covered by the 0% | Value of exposures to other counterparties: 0
KPI:

Value of insurance or reinsurance undertaking’s
investments other than investments held in
respect of life insurance contracts where the
0,1% | investment risk is borne by the policy 40.207.294
holders, that are directed at funding, or are
associated with, Taxonomy-aligned economic
activities :

The proportion of the insurance or reinsurance
undertaking’s investments other than investments held in
respect of life insurance contracts where the investment
risk is borne by the policy holders, that are directed at
funding, or are associated with, Taxonomy-aligned
economic activities:

The value of all the investments that are funding

economic activities that are not Taxonomyeligible relative to Value of all the investments that are funding

the value of total assets covered 7% economic activities that are not Taxonomyeligible: 2.287.273.176
by the KPI:

The value of all the investments that are funding The value of all the investments that are funding

Taxonomy-eligible economic activities, but not 12% Taxonomy-eligible economic activities, but not 3.676.630.189
Taxonomy-aligned relative to the value of total Taxonomy-aligned relative to the value of total ’ ’ ’
assets covered by the KPI: assets covered by the KPI:
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Additional, complementary disclosures: breakdown of numerator of the KPI

The proportion of Taxonomy-aligned exposures to Value of Taxonomy-aligned exposures to

financial and non-financial undertakings subject financial and non-financial undertakings

to Articles 19a and 29a of Directive 2013/34/EU subject to Articles 19a and 29a of Directive

over total assets covered by the KPI: 2013/34/EU:

For non financial undertakings: For non financial undertakings:

Turnover-based: % 0,1% | Turnover-based: [monetary amount] 40.207.294
Capital expenditures-based: % 0,5% | Capital expenditures-based: [monetary amount] 162.776.127

For financial undertakings: For financial undertakings:

Turnover-based: % 0% | Turnover-based: [monetary amount] 0
Capital expenditures-based: % 0% | Capital expenditures-based: [monetary amount] 0
The proportion of the insurance or reinsurance Value of insurance or reinsurance undertaking’s

undertaking’s investments other than investments investments other than investments held in

held in respect of life insurance contracts where the respect of life insurance contracts where the

investment risk is borne by the policy holders, investment risk is borne by the policy

that are directed at funding, or are associated with, holders, that are directed at funding, or are

Taxonomy-aligned: associated with, Taxonomy-aligned:

Turnover-based: % 0,1% | Turnover-based: [monetary amount] 40.207.294
Capital expenditures-based: % 0,5% | Capital expenditures-based: [monetary amount] 162.776.127
The proportion of Taxonomy-aligned exposures to Value of Taxonomy-aligned exposures to

other counterparties in over total assets covered other counterparties over total assets covered

by the KPI: by the KPI:

Turnover-based: 0% | Turnover-based: 0
Capital expenditures-based: 0% | Capital expenditures-based: 0

Breakdown of the numerator of the KPI per environmental objective

Taxonomy-aligned activities — provided ‘do-not-significant-harm’(DNSH) and social safeguards positive assessment:

(1) Climate change mitigation
Turnover: % 100%
CapEx:% 100%
Enabling activity (Turnover) 45%
Enabling activities: (CapEx) 48%

Fossar fjarfestingarbanki hf. - financial services operations

Companies in the financial services industry are required to disclose information on environmentally sustainable
assets, which is presented in a key performance indicator on the green asset ratio (GAR). The indicator shows the
proportion of the Fossar bank's assets that it finances and invests in economic activities that fall under the taxonomy,
i.e. which are considered environmentally sustainable according to Article 3 of the EU Taxonomy Regulation.

When determining the extent to which the institution’s exposures are Taxonomy-eligible or Taxonomy-aligned, the
disclosure relies exclusively on information publicly disclosed by counterparties, as mandated by the regulation. This
applies to both financial and non-financial undertakings that fall within the scope of the Corporate Sustainability
Reporting Directive (CSRD) and related EU regulations.

However, data availability challenges persist, particularly regarding Taxonomy-aligned activities:

- Financial undertakings often do not have Taxonomy KPIs available at the time of reporting.
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- For non-financial undertakings, significant data gaps remain, as a number of companies that are required to
report under the Taxonomy Regulation have either not provided the necessary disclosures or have done so
inconsistently orincompletely.

Key performance indicators are presented in accordance with Annex V and VI to Commission Delegated Regulation
(EU) 2021/2178.

The calculation of key performance indicators (KPIs) is based on the institution’s total assets covered by the KPI, with
specific exclusions to maintain consistency with regulatory guidelines. The following are excluded from the
calculations:

- Exposures to sovereign entities, central banks, and supranational organizations,
- Exposures to entities not required to disclose non-financial information under Articles 19a and 29a of
Directive 2013/34/EU.

The data used for the KPI calculations, including the determination of Taxonomy eligibility and alighment, is sourced
from the public 2023 financial reports of counterparties. Given the evolving nature of EU Taxonomy reporting,
particularly in relation to the consistency and completeness of data disclosures, there may be limitations in the
accuracy and scope of the reported figures.

As stated before, significant data gaps remain, as some counterparties required to report under the Taxonomy
Regulation have either not provided the necessary information or have done so in an incomplete or inconsistent
manner. This impacts the institution’s ability to fully capture Taxonomy alignment in its investment and lending
activities.

0. Summary of key performance indicators that credit institutions are required to disclose according to Article 8 of
the EU Taxonomy Regulation

The flow KPl is notincluded in this reporting as it requires comparative data over multiple reporting periods to assess
changes in Taxonomy-aligned activities. Since Icelandic counterparties have only provided one year of Taxonomy-
related disclosures (for the financial year 2023), it is not possible to calculate the flow KPI accurately. This KPI will be
incorporated in future reports once sufficient historical data becomes available to enable meaningful year-on-year
comparisons.

% coverage (over

Total environmentally sustainable assets KPI* KPI**
total assets)*

Green asset ratio (GAR)

Main KPI stock

1.288.224 0,024% 0,075% 0,0059%

*based on the Turnover KPI of the counterparty

**based on the CapEx KPI of the counterparty

1. Assets for the calculation of the green asset ratio

The disclosure reference date T-1 is not included in this reporting as it requires comparative data from previous
reporting periods. Since Icelandic counterparties have only provided one year of Taxonomy-related disclosures (for
the financial year 2023), T-1 data does not exist. This information will be incorporated in future reports once sufficient
historical data becomes available to support year-on-year comparisons.

Additionally, columns B-K are excluded from this report because the disclosure is limited to Taxonomy alighment
related to climate change mitigation. No reporting has been conducted on climate change adaptation, as relevant
data from counterparties is not available.
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Furthermore, certain rows are not included in the disclosure because no investments were made by Fossar in the
corresponding asset categories. As a result, these sections are not applicable to the bank’s asset composition.

These exclusions reflect both the evolving nature of EU Taxonomy reporting and the current structure of Fossar’s
investment activities.
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ISK

a L m n o) p
Disclosure reference date T
TOTAL (CCM + CCA)
Of which towards taxonomy relevant sectors (Taxonomy-eligible)
Total gross

carrying amount

Of which environmentally sustainable (Taxonomy-aligned)

21.781.096.000

1.403.102.550

1.288.224

Of which Of which Of which
specialised " . .
R transitional/adaptation | enabling
lending
1 GAR - Covered assets in both
numerator and denominator
Loans and advances, debt
2 securities and equity ) )
instruments not HfT eligible for 5.401.176.893
GAR calculation
3 Financial corporations 2.400.949.870 - -
4 Credit institutions 2.400.949.870 - -
Debt securities,
6 including UoP 215.724.755 - -
7 Equity instruments 2.185.225.115 - - -
21 Non-financial
corporations 3.000.227.023 | 1.403.102.550 | 1.288.224 1.242.216
22 NFCs subject to
NFRD disclosure obligations 3.000.227.023 | 1.403.102.550 | 1.288.224 1.242.216
24 Debt securities, ) ) )
including UoP
25 Equityinstruments | 5 00 227,023 | 1.403.102.550 | 1.288.224 1.242.216
49 | Total GAR assets 5.401.176.893 | 1.403.102.550 | 1.288.224 1.242.216
50 Other assets not covered for
GAR calculation 16.379.919.107
o1 Sovereigns 6.734.581.333
52 Central banks )
exposure
53 Trading book 4.808.907
54 | Total assets

1.242.216
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21.781.096.000

1.472.496.610

4.045.440

a L m n o) p
Disclosure reference date T
TOTAL (CCM + CCA)
Of which towards taxonomy relevant sectors (Taxonomy-eligible)
ISK
Total gross
carrying Of which environmentally sustainable (Taxonomy-aligned)
amount
Ofwhich | ¢ which Of which
specialised " . .
; transitional/adaptation | enabling
lending
1 GAR - Covered assets in both
numerator and denominator
Loans and advances, debt securities
2 | and equity instruments not HfT eligible -
for GAR calculation 5.401.176.893 )
3 Financial corporations .400.949.870 - )
4 Credit institutions 2.400.949.870 - )
6 Debt securities, including )
UoP 215.724.755 -
7 Equity instruments 2.185.225.115 - -
2 Non-financial corporations 3.000.227.023 | 1.472.496.610 | 4.045.440 | - ) 3.309.905
22 NFCs subject to NFRD )
disclosure obligations 3.000.227.023 | 1.472.496.610 | 4.045.440 | - 3.309.905
Debt securities, including
24 - -
UoP -
25 Equity instruments 3.000.227.023 | 1.472.496.610 | 4.045.440 ’ 3.309.905
49| Total GAR assets 5.401.176.893 | 1.472.496.610 | 4.045.440 3.309.905
50 Other assets not covered for GAR
calculation 16.379.919.107
51 Sovereigns 6.734.581.333
52 Central banks exposure -
53 Trading book 4.808.907
54 | Total assets

3.309.905

Consolidated Financial Statements 31 December 2024

95

All amounts are in thousands of ISK



224 SKAGI

2. Information on the green asset ratio by sector

a n o | q ‘ r
TOTAL (CCM + CCA)
. . . SMEs and other NFC not subject
Non-Financial corporates (Subject to NFRD) to NFRD
Gross carrying amount Gross carrying amount
Breakdown by sector - NACE 4 digits level (code and
label)
ISK Of which environmentally Mn Of which environmentally
sustainable (CCM + CCA) | EUR | sustainable (CCM + CCA)
1| Manufacture of pharmaceutical preparations (21200) 941.400.000 -
2 Other retail sale in non-specialised stores (47190) 46.008.000 1.288.224
3| Renting and leasing of air transport equipment (77350) 20.982.860 -
4 Supermarkets and convenience stores (47111) 142.698.896 -
5 Activities of holding companies (64200) 1.152.651.078 -
6 Wireless telecommunications activities (61200) 70.525.541 -
a n o ‘ q ‘ r
TOTAL (CCM + CCA)
Non-Financial corporates (Subject to SMEs and other NFC not subject
NFRD) to NFRD
Gross carrying amount Gross carrying amount
Breakdown by sector - NACE 4 digits level (code and
label)
ISK Of which environmentally | Mn Of which environmentally
sustainable (CCM + CCA) | EUR | sustainable (CCM + CCA)
1] Manufacture of pharmaceutical preparations (21200) 941.400.000 -
2 Other retail sale in non-specialised stores (47190) 46.008.000 2.530.440
3| Renting and leasing of air transport equipment (77350) 20.982.860 -
4 Supermarkets and convenience stores (47111) 142.698.896 -
5 Activities of holding companies (64200) 1.152.651.078 1.515.000
6 Wireless telecommunications activities (61200) 70.525.541 -
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3. GAR KPI stock

TOTAL (CCM + CCA)

Of which towards taxonomy relevant sectors (Taxonomy-eligible)

% (compared to total covered assets in the denominator)
assets in the denominator) Of which environmentally sustainable (Taxonomy-aligned)
Of which Of which Of which
specialised - . .
. transitional/adaptation enabling
lending
1 GAR - Covered assets in both numerator and
denominator
2 Loans and advances, debt securities and equity
instruments not HfT eligible for GAR calculation - -
3 Financial corporations ) )
4 Credit institutions ) )
6 Debt securities, including UoP
7 Equity instruments ) ) _
21 Non-financial corporations 47% | 0,043% 96%
22 o NFCs subject to NFRD disclosure 47% | 0,043% 96%
obligations
24 Debt securities, including UoP
25 Equity instruments 47% | 0,043% 96%
49 | Total GAR assets 26% | 0,024% 96%
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% (compared to total covered assets in the denominator)

TOTAL (CCM + CCA)

Of which towards taxonomy relevant sectors (Taxonomy-eligible)

Of which environmentally sustainable (Taxonomy-aligned)

Sf::?:l:ge § Of which Of which
P . transitional/adaptation enabling
lending
1 GAR - Covered assets in both numerator and
denominator
2 Loans and advances, debt securities and equity
instruments not HfT eligible for GAR calculation - -
3 Financial corporations ) )
4 Credit institutions
6 Debt securities, including UoP ) )
7 Equity instruments _
21 Non-financial corporations 49% 0,13% - - 82%
22 o NFCs subject to NFRD disclosure 49% 0,13% ) ) 82%
obligations
24 Debt securities, including UoP ) )
25 Equity instruments 49% 0,13% - 82%
49 | Total GAR assets 27% | 0,075% 82%

Consolidated Financial Statements 31 December 2024

98 All amounts are in thousands of ISK
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