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Key figures - not reviewed

Management’s presentation of the operation of Landsvirkjun

Amounts are in USD thousand

2020 2019 2018 2017 2016
1.1.-30.6. 1.1.-30.6. 1.1.-30.6. 1.1.-30.6. 1.1.-30.6.
Operation
Operating revVenuUEes ........ccooeceeeeeeeeieiieeeeee e 223,281 255,523 273,946 234,172 204,452
Realised aluminium hedges ........ccccceevcveenvennen. 3,819 4,195 ( 4,402) ( 1,812) 2,475
Total operating revenues .......cccccceeveeeennecenneees 227,100 259,718 269,544 232,360 206,927
Operating and maintainance expenses ............ ( 63,714) ( 61,525) ( 71,789) ( 64,676) ( 51,720)
]2 I 1 L 163,386 198,193 197,755 167,684 155,207
Depreciation and impairment 10ss ........cccceu.... ( 63,848) ( 67,400) ( 61,839) ( 58,321) ( 58,471)
[ ] L R SOPTPPPPRR 99,538 130,793 135,916 109,363 96,736
Financial items ....coocveeviiinienee e, ( 30,097) ( 34,402) ( 49,192) ( 34,231) ( 32,256)
Profit before unrealised financial items ......... 69,441 96,391 86,724 75,132 64,480
Unrealised financial items:
Fair value changes in embedded derivatives ... ( 19,626) 765 ( 29,133) 35,816 14,391
Fair value changes in other derivatives ............ ( 29) ( 3,431) 14,046 ( 2,951) ( 2,908)
Unrealised foreign exchange difference .......... 9,824 8,419 10,037 ( 48,495) ( 20,914)
( 9,831) 5,753 ( 5,050) ( 15,630) ( 9,431)
Profit before income tax .....cccccceevrrvrennnccnnneeee. 59,610 102,144 81,674 59,502 55,049
INCOME TAX cuveeeieeeriiieiee ettt ( 19,026) ( 33,586) ( 27,167) ( 19,789) ( 20,216)
Profit for the period .........cccceevviriiirininennnnnnnne. 40,584 68,558 54,507 39,713 34,833
Balance sheet 30.6.2020 30.6.2019  30.6.2018 30.6.2017 30.6.2016
Total @SSets .uvvviiiiiiiieee e 4,332,388 4,355,140 4,486,572 4,379,436 4,233,437
Total EQUILY veeveveeieeiesieeceteee e 2,201,115 2,191,134 2,099,502 1,995,963 1,937,653
Total liabilities ...ceeveeerieeieeceese e, 2,131,273 2,164,006 2,387,070 2,383,473 2,295,784
Net debt™ ..o 1,631,302 1,758,546 1,992,640 2,017,227 1,946,033
Cash flow 1.1.-30.6. 1.1.-30.6. 1.1.-30.6. 1.1.-30.6. 1.1.-30.6.
Funds from operation (FFO) ........cccceevvveeeenennn. 138,561 166,178 154,955 134,136 123,905
Cash flow from operating activities .................. 129,654 159,892 149,239 142,366 123,841
Investing activities .......cccecveeevieeeenieeeereeeee, ( 40,201) ( 32,255) ( 96,656) ( 117,767) ( 51,132)
Financing activities .......cccoeveiiriier e, ( 92,586) ( 165,788) ( 66,682) ( 62,681) ( 103,290)
Liquidity 30.6.2020 30.6.2019  30.6.2018 30.6.2017 30.6.2016
Cash and cash equivalents .......cccccccevvievinieennn. 105,523 76,547 111,802 108,807 113,200
UNdrawn [0ans ......cceeveeenienieenieeneecee e 180,000 346,417 379,224 401,840 504,298
Total liqUIdity ..eccveeeeieeeieeiiececceeee e, 285,523 422,964 491,026 510,647 617,498
Key ratios
Return on equity ** ....ccooiiiiiiieecee e, 3.9% 6.4% 6.2% 3.7% 3.1%
EQUItY ratio cocveevveenieeiieceeree e 50.8% 50.3% 46.8% 45.6% 45.8%
Interest cover (EBITDA/net interest exp.)** .... 5.38x 5.70x 4.77x 5.32x 4.87x
FFO / net debt™* ........cccovvierieeeeeneeeeeeiens 17.5% 18.6% 15.2% 12.2% 12.0%
FFO / interest expense** .........cccocevvevieeeennens 4.36x 4.58x 3.71x 3.95x 3.53x
Net debt / EBITDA*¥ . ...cccvevereeereee e 4.79x 4.51x 5.30x 6.42x 6.33x
Credit rating without state guarantee at the end of June
Standard & POOr's .....ccocveeiviiiiiiniec e BBB BBB BBB BBB BBB-
MOOY'S ..oeiiieiiieeiie e Baal Baa2 Baa2 Baa3 Bal

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

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

Landsvirkjun’s objective is to operate in the energy sector and to engage in other business and financial operations
according to the decision of the Board of Directors at each time. The Company’s condensed consolidated financial
statements in the period from January 1 to June 30 2020 are prepared in accordance with IAS 34 Interim Financial
Reporting and additional requirements in the Icelandic Financial Statement Act and include, in addition to the
parent company, four subsidiaries, Landsnet hf., Orkufjarskipti hf., Icelandic Power Insurance Ltd. and Landsvirkjun
Power ehf.

According to the income statement, the Group's profit in the period from January to June 2020 amounted to USD
40.6 million while during the same period in 2019 the Group's profit amounted to USD 68.6 million. The change
between periods amounted to USD 28.0 million. The Group's operating revenues amounted to USD 227.1 million
during the period compared to USD 259.7 million during the same period in the previous year. The main changes in
financial items are due to the fair value loss of derivatives, which amounted to USD 19.7 million during the period
January to June 2020 compared to a negative difference in the amount of USD 2.7 million during the same period
in 2019. Interest expenses amounted to USD 30.9 million during the period compared to USD 36.0 million during
the same period in the previous year. Cash flow from operations amounted to USD 129.7 million during the period
compared to USD 159.9 million during the same period in the previous year. At the end of June 2020, the Group's
cash and cash equivalents amounted to USD 105.5 million and undrawn loans amounted to USD 180.0 million, a
total of USD 285.5 million. The Group's equity at the end of June amounted to USD 2,201.1 million according to the
balance sheet compared to USD 2,235.4 million at year end 2019.

Effects of the COVID-19 pandemic on Landsvirkjun's operations

Landsvirkjun has worked systematically to mitigate the significant effects which the COVID-19 pandemic has had on
its operating environment. Focus has been on ensuring secure electricity generation and delivery as well as
guaranteeing the health and safety of employees. Furthermore Landsvirkjun has also taken measures to support
industrial customers by offering them special terms for 6 months, from 1 May until 31 October 2020. This involves a
reduction in energy prices of up to 25%.

Market prices for Landsvirkjun's largest customers' products (e.g. aluminium and silicon metal) have been
decreasing over the past few months due to, among other things, over-production and rising stock levels. In
addition to this, there has been a decrease in energy prices in foreign energy markets due to decreasing fossil fuel
prices and a lower demand caused by COVID-19. These developments have put pressure on Landsvirkjun’s
operating revenues which are USD 33 million lower for the first six months of 2020 than for the same period of
2019. Operating revenues for the second quarter decreased by USD 26 million from the same period of the previous
year and USD 25 million from the first quarter of 2020. Profit for the first six months of the year is USD 28 million
lower than during the same period of the previous year where, among other items, lower interest expenses partly
offset the effect of lower revenues.

Landsvirkjun has placed emphasis on strengthening its financial position over the past few years. By systematically
paying down debt, and thereby increasing the equity ratio, the company has ensured that it is in a strong position
to face the challenging conditions which now afflict Icelandic society and its economy.

Statement by the Board of Directors and the CEO

According to the best knowledge of the Board of Directors and the CEOQ, the financial statements are in accordance
with IAS 34, Interim financial statements, as adopted by the EU and additional requirements in the Icelandic
Financial Statement Act. According to the best knowledge of the Board of Directors and the CEO the financial
statements give a fair view of the Group's assets, liabilities and financial position as at 30 June 2020 and the Group's
operating results and changes in cash flow during the period from 1 January to 30 June 2020.
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Endorsement and Statement of the Board of Directors and CEO,

Furthermore, it is the opinion of the Board of Directors and the CEO that the interim financial statements and the
Endorsement by the Board of Directors for the period from January to June 2020 give a fair view of the Group's
results, financial position and development and describe the main risk factors faced by the Group.

The Board of Directors and the CEO have today discussed the condensed consolidated interim financial statements
for the period from January to June 2020 and confirm them by means of their signatures.

Reykjavik, August 21, 2020.

The Board of Directors:

Jénas Pér Gudmundsson

Alfheidur Ingadottir

Gudfinna Johanna Gudmundsdaéttir
Gunnar Tryggvason

Jon Bjoérn Hakonarson

The CEO:
Hordur Arnarson
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Independent Auditors' Review Report

To the Board of Directors and owners of Landsvirkjun

We have reviewed the accompanying condensed consolidated interim financial statements of Landsvirkjun, which
comprise the endorsement by the Board of Directors, the consolidated statement of financial position as at 30 June,
2020 and the consolidated income statement, statement of comprehensive income, statement of changes in equity
and cash flow statement for the six-month period then ended, and a summary of significant accounting policies and
other explanatory notes.

The Board of directors and CEO's responsibility for the Interim Financial Statements

The Board of Directors and CEO are responsible for the preparation and fair presentation of this interim financial
information in accordance with International Financial Reporting Standard, IAS 34, as adopted by the EU and
additional requirements in the Icelandic Financial Statement Act.

Auditors’ Responsibility
Our responsibility is to express a conclusion on this interim financial information based on our review.

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial information does not give a true and fair view of the financial position of the Group as
at 30 June 2020, and of its financial performance and its cash flows for the six-month period then ended in
accordance with International Financial Reporting Standard, IAS 34, as adopted by the EU and additional
requirements in the Icelandic Financial Statement Act.

Reykjavik, August 21, 2020.

Deloitte ehf.

borsteinn Pétur Gudjonsson
auditor

Pétur Hansson
auditor
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Income Statement

Operating revenues

Power sales ......cccccoeeeveinnneennn.
Realised aluminium hedges
TransmissSion .......eeeeeeeeeeeeeeennns
Otherincome ......cccccvevevveenne

Operating expenses

Energy production costs
Transmission costs ................
Cost of general research
Other operating expenses

Operating profit......................

Financial income and (expenses)
Interestincome .......ccoc....ee
Interest expenses ..........oceee.
Foreign exchange difference

Fair value changes in embedded derivatives ................

Fair value changes in other derivatives

Associated companies

Profit before income tax

Income tax ....ccooeeviiiiieiiiinennn,

Net profit for the period

Attributable to:

Owners of the parent company

Subsidiaries minority interest

Notes 2020 2019 2020 2019
1.1.-30.6.  1.1.-30.6. Q2* Q2*

6 182,011 210,962 79,971 103,833
3,819 4,195 2,543 2,426

6 37,838 40,734 17,887 19,554
3,432 3,827 537 748

227,100 259,718 100,938 126,561

69,357 69,828 34,070 34,866

34,825 30,524 16,385 15,789

3,981 7,696 1,944 3,788

19,399 20,877 9,031 10,080

127,562 128,925 61,430 64,523

99,538 130,793 39,508 62,038

1,003 1,689 240 846

( 30882) ( 35981) ( 14,713) (  17,783)
9,709 8,397 ( 9,618) ( 67)

( 19,626) 765 4,166 ( 6,077)

( 29) ( 3,431) ( 5,931) 1,571

7 (39,825 ( 28561) ( 25856) (  21,510)
( 103) ( 88) ( 106) ( 53)
59,610 102,144 13,546 40,475

( 19,026) ( 33,586) ( 4,475) (  13,078)
40,584 68,558 9,071 27,397

35,876 61,591 7,568 24,328

4,708 6,967 1,503 3,069

40,584 68,558 9,071 27,397

* Quarterly financial statements have not been reviewed by the auditors of the group.

Notes 1 to 13 are an integral part of these interim financial statements.
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Statement of Comprehensive Income

2020 2019 2020 2019
1.1.-30.6. 1.1.-30.6. Q2* Q2*
Net profit for the period ..............ccooiiiiiiiiis 40,584 68,558 9,071 27,397
Items that will not be reclassified subsequently to profit or loss:
Pension obligation after income tax, change ................ ( 909) ( 1,032) ( 583) ( 515)
Items that may be reclassified subsequently to profit or loss:
Translation diff. due to subs. and associated comp. ..... ( 1,873) ( 1,366) 533 ( 242)
Total operating items moved to equity ( 2,782) ( 2,398) ( 50) ( 757)
Total Comprehensive Income for the period ............... 37,802 66,160 9,021 26,640
Attributable to:
Owners of the parent company .......ccccccvveeeeeeeccivenennn. 33,375 59,351 7,475 23,606
Subsidiaries minority interest ........ccococeeeviveecciee e, 4,427 6,809 1,546 3,034
37,802 66,160 9,021 26,640

* Quarterly financial statements have not been reviewed by the auditors of the group.

Notes 1 to 13 are an integral part of these interim financial statements.
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Balance Sheet

Assets Notes

Non-current assets

Property, plant and equUIPMENT .......ccooiiiiiiiiii i
Projects under CONSTIUCTION ......ccveeeiiiiieceiee e
DeVElOPMENT COST ...uuiiiiiiii i e e et e e e e e
Other intangible @SSEtS ....cccuiiiiiieeecie e e e e
Derivative financial iNStruments .........ooccveiiiiiiiniiii e 8
ASSOCIATEA COMPANIES ...vevieeiieeciiee et ceee e e e et e e ere e et e e e sate e e snaeeesnaeaeas
Other NON-CUMTENT @SSELS ...uuiiiiiiieeiiiee ettt saaee e s e e

Current assets

INVENTOTMIES et e e e e e e e e e e e e e e e e e e e e e e e e e eeeesese s e s e e asanannnnnnns

Accounts receivables and other receivables ...........cccceeeiiiiceee e,

Derivative financial inStrumMents ...........ooociiiiiiiiiiiiiiee e 8

Cash and cash equIValeNnts .........ceeecciie e
Total current assets

Total assets

Equity and liabilities

Equity

OWNers' CONtIIDULIONS ..oooiiieiiiiiiei e e e e
ReValuation @CCOUNT ......cociiieeiie e et e e e e ereeeeaes
I ot {=Te I T Y VRS
Translation difference ........cocvveeccie e s
Other QUILY woeeeeieeee e e et e e e e e e e e e e e e rraeeeaeeeaas

IMINOTItY INTEIEST coeieiiiii e e e e e e e e e e e s

Long-term liabilities

Interest bearing llabilities .......cccuviiriiiiinie e 9
Accrued pension Habilities ........cccceeciieiecier e
Deferred income tax liability ........coccoeeeieiieiii e

[T YN0 o] LT== [ ISRt
Obligation due to demolition .........ccueeiiiiieiiiiiie e
Prepaid iNCOME .....viieiiee et e et e e et e e e s nae e e s ntaeeenes
Derivative financial iNStruments .........ooccveiiiiiiiniiii e 8

Current liabilities

Accounts payable and other payables ........cooocviiiieiiciiiieee e,
Interest bearing liabilities .....cocvivveiriiiiie e 9
INCOME 1aX PAYADIE ...eviiiieieeee e e
Derivative financial iNStrumMents ........coocvvivierieeniece e 8

Total liabilities
Total equity and liabilities

Notes 1 to 13 are an integral part of these interim financial statements.

30.6.2020 31.12.2019
3,891,663 3,945,821
76,395 47,443
135,026 133,610
48,373 48,234
1,682 6,429

780 626

640 984
4,154,559 4,183,147
5,203 5,248
62,187 74,715
4,916 8,036
105,523 110,487
177,829 198,486
4,332,388 4,381,633
586,512 586,512
155,279 158,184
49,924 47,191
43,162) ( 41,570)
1,313,462 1,347,066
2,062,015 2,097,383
139,100 138,016
2,201,115 2,235,399
1,548,676 1,543,288
32,802 36,863
169,301 160,295
4,948 5,675
16,181 12,212
2,628 2,701
18,551 4,140
1,793,087 1,765,174
134,764 77,720
188,149 258,661
9,280 28,837
5,993 15,842
338,186 381,060
2,131,273 2,146,234
4,332,388 4,381,633
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Statement of Equity

Equity
attributable to
Owners' Revaluation Restricted Translation Other the owners of Minority Total
contribution account reserves difference equity the company interest equity
January 1 to June 30, 2019
Equity at January 1, 2019......ccccceeveevienneeniieenieeieenn 586,512 164,053 32,838 (40,756) 1,289,803 2,032,450 130,606 2,163,056
Translation difference.........ccccceeieeieeecciicccieece, (1,208) (1,208) (158) (1,366)
Pension obligation, change..........cccceecviiiieeccieeens (1,032) (1,032) 0 (1,032)
Profit for the period........ccccooeiiieiiiecie e, 61,591 61,591 6,967 68,558
Total comprehensive profit........cccccceeeecieeicceeeccnenn. (1,208) 60,559 59,351 6,809 66,160
Dividend tO OWNErS.......cocevviieeiiieeeiiee et (35,672) (35,672) (2,410) (38,082)
Share of profit of subsidiaries
and associated COMPanies.......cccceeeceeeeeveeeecveeeenns 8,540 (8,540) 0 0 0
Revaluation transferred
1o Other eqUItY...coocvii i (2,936) 2,936 0 0 0
Equity at June 30, 2019.....cccceeviivvieeniienieeee e 586,512 161,117 41,378 (41,964) 1,309,086 2,056,129 135,005 2,191,134
January 1 to June 30, 2020
Equity at January 1, 2020 ......ccccceeevcreevieeniee e 586,512 158,184 47,191 (41,570) 1,347,066 2,097,383 138,016 2,235,399
Translation difference........cccceceevevceeeccieeccee e, (1,592) (1,592) (281) (1,873)
Pension obligation, change.........ccccoeeeviiiiiieeecienen, (909) (909) 0 (909)
Profit for the period..........ccoecveeeviiiieiii e, 35,876 35,876 4,708 40,584
Total comprehensive profit..........cccceeecieiieiieeccnnenen. (1,592) 34,967 33,375 4,427 37,802
Dividend t0 OWNErS.......coeecieieeiee et eeee e (68,743) (68,743) (3,343) (72,086)
Share of profit of subsidiaries
and associated cOMPanies........cccccecveeeeeveeeecveeeenns 2,733 (2,733) 0 0 0
Revaluation transferred
10 Other eqUItY...ccociii e (2,905) 2,905 0 0 0
Equity at June 30, 2020.....cccceeviirvieenieenieeiee e 586,512 155,279 49,924 (43,162) 1,313,462 2,062,015 139,100 2,201,115
Notes 1 to 13 are an integral part of these interim financial statements.
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Statement of Cash Flows

Operating activities
Operating Profit ..o
Depreciation and impairment l0ss ........ccccceevvveeecveeennee.
Pension obligation, change ........ccccoccciieiiieiciiieee s
Obligation due to demolition, change ........ccccceecvveeennenn.
Other Changes ........uueeviiecciieeee e
Working capital from operations before financial items
Operating assets, Change .........ccccveeveeeiciieee e,
Operating liabilities, change
Cash flow from operating activities before fin. items
Interest income received .......ccccovveevieenieeneeniieeeeen
Interest expenses and foreign exchange diff. paid .........
LI (T o - 1o SR
Cash flow from operating activities

Investing activities

Power stations in operation .........ccccccvvvvevevererereieeeeeeenenens
TranNSMISSION ...eeeiiiiiiieiieee e e e e e
Power plant preparation Cost ........ccccevveeeeccieeercieeesinenn,
Other iNVeSTMENTS ...c.eeviiiieiiiiee e
ASSELS SOIT it

Financing activities

Dividend paid t0 OWNETS ......evevevieeeeeiieeeiee e see e

NEW 0ANS ...eviiiiiiiiiciie ettt

CUITENCY SWAPS wevrereriirieeerereieieieieteeeeeeeeseesssessssnsssnessssnsnnes

Amortisation of long-term debt .........ccoovveiiiiiiiinnennnnis
Financing activities

Change in cash and cash equivalents .............c...............

Effect of exchange difference on cash and cash equiv. ..

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the period .......

Financing and investing activities not affecting cash flow:

SOId ShAreS ...ovieiiieiiieee e
Dividend paid t0 OWNEIS ...cccuvvverereeecieee e

* Quarterly financial statements have not been reviewed by the auditors of the group.

2020
1.1.-30.6.

99,538
63,848
860)
3,969
1

2020
Q2*

39,508
31,893
417)
1,903
1

2019
Q2*

62,038
33,704
461)
342
28)

166,496
12,993
9,012)

72,888
9,013
12,656)

95,595
3,883
7,981)

170,477
669
33,712)
7,780)

69,245
181
11,089)
4,095)

91,497
683
12,377)
3,900)

129,654

54,242

75,903

8,525)
28,344)
843)
2,504)
15

3,950)
15,553)
218)
1,212)
4

7,532)
5,302)
161
1,876)
126

40,201)

20,929)

14,423)

24,641)
179,524
41,175)
206,294)

21,298)
0

0
4,817)

14,485)
0
0
97,281)

92,586)

26,115)

111,766)

3,133)
1,831)

110,487

7,198

1,533

96,792

50,286)
398

126,435

105,523

105,523

76,547

o

Notes 1 to 13 are an integral part of these interim financial statements.

o

10,488
10,488)
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Notes

Reporting entity

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

2. Statement of IFRS compliance
The consolidated interim financial statements have been prepared in accordance with International Financial
Reporting Standard IAS 34 Interim Financial Reporting as adopted by the EU and additional requirements in the
Icelandic Financial Statement Act. They do not include all of the information required for full annual financial
statements, and should be read in conjunction with the consolidated financial statements of the Group for the
year ended December 31, 2019.

3. Significant accounting policies

The interim financial statements are prepared using the same accounting policies as for the year 2019 except
that the Group has adopted new International Accounting Standards, as adopted by the EU, for the accounting
period beginning January 1, 2020, changes to the standards and new interpretations. The Group has not adopted
new or improved standards which have been issued but have not yet taken effect. It is management's opinion
that adoption of new and improved standards and interpretations which are not in effect will not have
significant effects on the consolidated interim financial statements. The Group's financial statements for the
year 2019 can be found on its website www.landsvirkjun.com and the website of NASDAQ OMX Iceland;
www.nasdagomxnordic.com.

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

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

Electricity Electricity Other
Operating segments 1.1.-30.6.2020 production transmission segments Adjustments Total
Income from third party .......cccceevveenee, 188,352 38,152 596 227,100
Income within the Group .......cccceevveenen, 6,077 25,655 1,891 ( 33,623) 0
Segment iNCOME .....cccvveveeeereeeee e 194,429 63,807 2,487 ( 33,623) 227,100
Segment operating expenses ................. ( 64,385) ( 31,095) ( 1,857) 33,623 ( 63,714)
EBITDA oottt 130,044 32,712 630 163,386
Depreciation and impairment loss ........ ( 48,938) ( 14,704) ( 406) 200 ( 63,848)
Segment earnings, EBIT ......cccccoecvveeenneen. 81,106 18,008 224 200 99,538
Segment assets 30.6.2020 ............ceeenee 3,724,325 875,078 19,038 ( 286,833) 4,331,608
Shares in associated companies ............ 233 5,545 547 ( 5,545) 780
Total assets 30.6.2020 .........cccovveeeuverennne 3,724,558 880,623 19,585 ( 292,378) 4,332,388
Segment liabilities 30.6.2020 ................. 1,646,915 486,237 5,056 ( 6,935) 2,131,273
Total liabilities 30.6.2020 ...............c........ 1,646,915 486,237 5,056 ( 6,935) 2,131,273
Operating segments 1.1.-30.6.2019
Income from third party .......cccceevveenen, 217,859 41,117 742 259,718
Income within the Group .......cccceevveenen, 7,806 32,250 2,171 ( 42,227) 0
Segment iNCOME .....cccvveveeeereeeie e 225,665 73,367 2,913 ( 42,227) 259,718
Segment operating expenses ................. ( 72,441) ( 29,235) ( 2,076) 42,227 ( 61,525)
EBITDA oottt 153,224 44,132 837 198,193
Depreciation and impairment loss ........ ( 52,320) ( 14,754) ( 532) 206 ( 67,400)
Segment earnings, EBIT ......ccccccecvveeeneen. 100,904 29,378 305 206 130,793
Segment assets 31.12.2019 ................... 3,864,603 845,797 22,101 ( 351,494) 4,381,007
Shares in associated companies ............ 270 6,510 356 ( 6,510) 626
Total assets 31.12.2019 .......ccccvveeruveenne, 3,864,873 852,307 22,457 ( 358,004) 4,381,633
Segment liabilities 31.12.2019 ............... 1,751,794 460,995 5,863 ( 72,418) 2,146,234
Total liabilities 31.12.2019 ..................... 1,751,794 460,995 5,863 ( 72,418) 2,146,234
6. Operating revenues 2020 2019
Electricity sales are specified as follows: 1.1.-30.6. 1.1.-30.6.
Retail SAlES COMPANIES ..eiicviieeiiee ettt e e e s bae e e s ae e e s nreeesnraeeenaees 32,508 40,698
POWET INTENSIVE USEIS ...ttt te e e e e e e e e e e e e eeeaaeeaaeeeeeeaeeseseseesssaennnnnnnnnnnnnes 149,503 170,264
oYY 11T o] 7 | PR RSR 182,011 210,962

Revenues from transmission are specified as follows:

L= 1 17 .4 11533 o o T RSRSRRRR 32,736 35,208
Transmission losses, grid service and other transmission revenues .........cccocceeeevveeens 5,102 5,526
TranNSMISSION TOTAI .uvveeiiiiiiiieeeeeeeiiiieee e e e e e eerrrr e e e e e srbreeeeeseerabsaseeeeessasraeeeeseensraneeens 37,838 40,734
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7. Financial income and (expenses) 2020 2019
Financial income and (expenses) are specified as follows: 1.1.-30.6. 1.1.-30.6.
LN =] T T olo Y o o 1= 1,003 1,689
INTEIEST EXPENSE .oovvieeieeieeeiteeeiee et e teete e ste e s te e s teestae e teesateesteeeseesase e beeanseessseenseensseannes ( 30,834) ( 34,735)
Guarantee fee 1,078) ( 1,462)
[ Yo L= 1 o] o SR 506) ( 637)
Capitalised fINANCE COSE ...vviiiiiiiiiiie ettt e 1,536 853
TOLAl INTErEST EXPENSE ..eeuevieiieeeiietee et eete et e etteerte e et e e s taeeteesebeeteesateesaeeenteesaaeeseeanseennas ( 30,882) ( 35,981)
Realised foreign exchange difference - 115) ( 22)
Unrealised foreign exchange difference ..o 9,824 8,419
Total foreign exchange differENCe .......eovveiiiiiiiinee e 9,709 8,397
Fair value changes in embedded derivatives ........ccccuvvevcieeiriiee e ( 19,626) 765
Fair value changes in other derivatives .........ccccv et ( 29) ( 3,431)

Financial income and (expenses) ( 39,825) ( 28,561)

8. Derivative financial instruments in the balance sheet
Derivative financial instruments in the balance sheet are specified as follows:
30.06.2020 31.12.2019

Assets:
Embedded derivatives in electricity agreements ........cccocvveeeveieeiciee s 0 5,575
AlUMINIUM NEAZES ..eeieveie ettt ee e e e e sea e e e snree e sbaeeessreeesnneeesns 6,585 3,656
CUTTENCY SWAPS .eeeeiiteeeiirieeereeesriretesasreessreeessreeesneeessmseeesnseesanreeesanneeeennreesanreeesnneeeanneees 13 5,234
6,598 14,465
Derivative financial instruments are divided as follows:
Long-term component of derivative agreements ........coueeveerieenienreeneeeneeesee e 1,682 6,429
Short-term component of derivative agreements ........ccocceeeevieiencieesrieee e 4,916 8,036
6,598 14,465
Liabilities:
Embedded derivatives in electricity agreements ........cccoccveeercieeivieeecriee e 16,915 2,864
AlUMINIUM NBAGES ..ottt e sa e sse e sab e sae e sneesaneens 1,514 1,290
CUTTENCY SWAPS -eeeeiieieeiirieeereeeeriretessreessreeesseeeesneeesamseeesneeesenreeesnneeseaneeesanreeesanaeeeanneees 6,115 15,828
24,544 19,982
Derivative financial instruments are divided as follows:
Long-term component of derivative agreements .........ccceecveeeeciieeeiieeecceee e 18,551 4,140
Short-term component of derivative agreements ........ccecvveeeieeiiecieeeciee e, 5,993 15,842
24,544 19,982
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9. Liabilities
Interest bearing long-term debt is specified as follows by currencies:

30.06.2020 31.12.2019
Maturity Average Remaining Average Remaining
date interest balance interest balance
Liabilities in I1SK ....cocveevieeienieeceeieeee, 2020-2034 5.0% 34,954 3.7% 268,797
Liabilities in CHF 2020-2022 0.0% 12,329 0.0% 15,141
Liabilities in EUR 2024-2026 0.0% 257,826 0.0% 257,879
Liabilities in USD 2020-2035 3.6% 1,431,716 3.8% 1,260,132
1,736,825 1,801,949
Current maturities of long-term debt .........cccoiiieiiiiiiciiice e, (188,149) (258,661)
Total 1oNg-term debt ....c..cieeiiiicieeecee e 1,548,676 1,543,288

Interest rates on the loans range between 0.0-5.0%. Nominal interest rates for the period were on average 3.4%,
taking into account the state guarantee fee (2019:3.6%).

According to loan agreements, the maturities of long-term debt are as follows:
30.06.2020

188,149

95,193
113,298
245,406
143,251
189,668
761,860

1,736,825

10. Comparison of fair value and book value

30.06.2020 31.12.2019
Book Book
value Fair value value Fair value

Interest bearing long term liabilities ........ccccccevveeecieennn, 1,736,825 1,997,173 1,801,949 1,970,328
Fair value of other financial instruments is equal to book value.

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

Interest rates are specified as follows: 30.06.2020 31.12.2019
Interest bearing liabilities iN ISK ........cociiiiienie e e -0.6-0.2% 0.8-1.2%
Interest bearing liabilities other than in ISK .........coccveiiiiiiinieee e -0.6-0.8% -0.7-2.0%
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11. Fair value classification
The table shows the level categorisation for items in the interim financial statements recognised at fair value.

Level 2 Level 3 Total

30.06.2020
Embedded derivatiVes ........coociiiiiiiiicec e ( 16,915) ( 16,915)
Other deriVatiVes .......iiceeie i ( 1,031) 0 ( 1,031)
Revaluation of property, plant and equipment ........cccoceeveiniieenienieenn, 224,363 224,363
Shares in other ComMPanIes .......ccceevveiieeniierie e 513 513
( 1,031) 207,961 206,930

31.12.2019
Embedded derivatives .... 2,711 2,711
Other deriVatiVes .......iiceiie e ( 692) ( 7,536) ( 8,228)
Revaluation of property, plant and equipment ........ccccocveviiniieenienieenn, 230,000 230,000
Shares in other ComMPaNIes .......cccveveieiieeniierie e 587 587
( 692) 225,762 225,070

12. Effects of the COVID-19 pandemic effects on Landsvirkjun's operations
As stated in the Endorsement and Statement of Board of Directors and CEO Landsvirkjun has worked
systematically to mitigate the significant effects which the COVID-19 pandemic has had on its operating
environment. Focus has been on ensuring secure electricity generation and delivery as well as guaranteeing the
health and safety of employees. Furthermore Landsvirkjun has also taken measures to support industrial
customers by offering them special terms for 6 months, from 1 May until 31 October 2020. This involves a
reduction in energy prices of up to 25%.

Market prices for Landsvirkjun's largest customers' products (e.g. aluminium and silicon metal) have been
decreasing over the past few months due to, among other things, over-production and rising stock levels. In
addition to this, there has been a decrease in energy prices in foreign energy markets because of decreasing
fossil fuel prices and a lower in demand caused by COVID-19. These developments have put pressure on
Landsvirkjun’s operating revenues which are USD 33 million lower for the first six months of 2020 than for the
same period of 2019. Operating revenues for the second quarter decreased by USD 26 million from the same
period of the previous year and USD 25 million from the first quarter of 2020. Profit for the first six months of
the year is USD 28 million lower than during the same period of the previous year where, among other items,
lower interest expenses partly offset the effect of lower revenues.

Landsvirkjun has placed emphasis on strengthening its financial position over the past few years. By
systematically paying down debt, and thereby increasing the equity ratio, the company has ensured thatitisin a
strong position to face the challenging conditions which now afflict Icelandic society and its economy.

13. Other matters
The Icelandic Minister of Tourism, Industry and Innovation appointed a workgroup in 2019 to lead discussions on
Landsvirkjun's future ownership in Landsnet hf. Landsnet operates the Icelandic electricity transmission system.
Landsvirkjun owns 64.7% of Landsnet.
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