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Report of the Board of Directors and the CEO

The role of Landsnet is to administer the transmission of electricity and system operation in accordance with the
provisions of Chapter Il of the Electricity Act No. 65/2003.

According to the income statement and Statement of Comprehensive Income, loss and total loss of the period
amounted to USD 2,644 thousand. According to the balance sheet , the Company’s equity at end of June amounted
to USD 318,206 thousand.

Share capital at the end of June 2016 is divided between four shareholders:

Share
= 0T LS T4 1 PRSPPI 64.73%
L= L1 e o SRR 22.51%
OrKUVEItA REYKJAVIKU ...ttt ettt e sttt e e ettt e e ettt e e s nt e e e e bt e e e santeeesnneeeeanneeennee 6.78%
OrKUDU VESHTAIAa ONF. ...ttt e e ekt e e ab et e s e e e ann e e e anbn e e 5.98%

The Interim Financial Statements are for the first time prepared in US dollars (USD), which is the Company’'s new
functional currency as of the beginning of the year 2016. Comparison figures in the Interim Financial Statements have
been translated accordingly and are shown in USD.

Statement of the Board of Directors and the CEO

According to the best of the Board of Director's and the CEQ's knowledge, the Interim Financial Statements are in
accordance with the International Financial Reporting Standards as adopted by the EU and it is the Board's and CEO's
opinion that the Interim Financial Statements give a true an fair view of the financial performance of the Company for
the six month period ended 30 June 2016, its assets, liabilities and financial position as at 30 June 2016 and its cash
flow for the period then ended.

Further, in our opinion the financial statements and the endorsement by the Board of Directors and the CEO give a fair
view of the development and performance of the Company's operations and its position and describes the principal
risks and uncertainties faced by the Company.

The Board of Directors and the CEO have today discussed the Interim Financial Statements of Landsnet hf. for the
period 1 January to 30 June 2016 and confirmed them by means of their signatures.

Reykjavik, 15 August 2016.

The Board of Directors:

Sigran Bjork Jakobsdottir
Omar Benediktsson

CEO:

Gudmundur Ingi Asmundsson

Condensed Interim Financial Statements of Landsnet hf. 30 June 2016 3



Independent Auditors' Review Report

To the Board of Directors and Shareholders of Landsnet hf.

We have on behalf of The Icelandic National Audit Office, reviewed the accompanying condensed interim financial
statements of Landsnet hf., which comprise the endorsement by the Board of Directors and the CEO, the statement of
financial position as at 30 June 2016 and the 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 accounting
policies and other explanatory notes.

Management’s responsibility for the financial statements
The Board of Directors and CEO are responsible for the preparation and fair presentation of these condensed interim
financial statements in accordance with IAS 34 as adopted by the EU.

Auditor’s responsibility
Our responsibility is to express an opinion on these condensed interim financial statements.

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the condensed interim financial
statements does not give a true and fair view of the financial position of Landsnet hf. as at June 30, 2016, 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.

Reykjavik, 15 August 2016.

Deloitte ehf.

Pall Grétar Steingrimsson
Runar Dér Danielsson
Certified Public Accountants
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Income Statement and Statement of Comprehensive
Income for six months ended 30 June 2016

Notes 1.1-30.6.2016 1.1.-30.6.2015

Operating revenue
TIANSIMUSSION ..cevvvtiiieieeeeeeee e e e e e ettt e e e e e e e e er it eaeseeeseessaaaaaeeseesesreaanaaeeeees 5.6 64,824 60,545
Other INCOIME ...ttt e 526 452

65,350 60,997
Operating expenses
ENergy proCuremMeENnt COSES ......coiiuiuiiiiiieiiiiiiiie e et 7 10,383 9,054
TraNSMISSION COSES ...ivvvrruiieiieeiiiiieiie e e e ee et e e e e e e e e e et ee e e e e e eeeaaaaeeeeeeeeeees 8 20,075 16,084
SYSEM OPETALION ....eiiiiiiiieiiiiie ettt e et e e st e e e e e e s nnneee s 8 3,589 3,575
Other operating EXPENSES ......ccoiiiiieiiiieeiiee ettt 8 3,693 3,710

37,740 32,423
OPErating Profit ..o 27,610 28,574
FINanCial INCOME ........viiiiiiiiie e 793 980
Financial EXPENSES .........cooiiiiiiiiii e ( 31,857) ( 14,929)
Net financial EXPENSES .........ccccciiiiiiii e 9 ( 31,064) ( 13,949)
Share in net earnings of associated COMPANY ..........cooviivieieeeriiiiiiiieeeennne 119 81
(Loss) profit before iNCOMEe taX .....cueeeiiieiiiiiiiiieee e ( 3,335) 14,706
[ gt ] 14T = G TP PP P SPPPPPRPRS 10 691 ( 2,925)
Total comprehensive (loss) profit for the period ........cccccoviiiiieiiinnnns ( 2,644) 11,781
(Loss) earnings per share:
Basic and diluted (loss) earnings per each USD 1 share ..........ccccccvvvenee. ( 0.06) 0.26

Notes no. 1 to 17 are an integral part of these financial statements.
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Balance Sheet as at 30 June 2016

Notes 30.6.2016 31.12.2015

Assets
Fixed assets iN OPEration ............ccueeiiieeiiiiiiiiee e e 11 659,720 666,931
Projects under CONSIIUCTION .........coiueieiiiiee e seee e 11 32,005 23,310
INtANGIDIE BSSELS ....eeeiiiiiie e 12 10,842 13,034
Investment in subsidiary and assocCiate ............ccccevvieeiiiee e 6,054 5,614
LONG-TEIM NOLE ...t e 16 947 908
Fixed assets 709,568 709,797
103V a1 (0] =TT 4527 4,323
Receivable from parent Company ...........ccccevriiieiiieee e 16 5,941 4,743
Trade and other receivabIes ............ooiiiiiiiiieee e 8,256 7,794
Marketable SECUITIES .......ueiiiiiieeeiee e e e e e eeaeas 7,615 5,663
Cash and cash equUIVaAIENLS ...........ccceiiiiiiiiii e 66,974 62,290
Current assets 93,313 84,813
Total assets 802,881 794,610

Equity
SNaAre CapItal .....coooiiiiiiiie e 45,549 45,549
SEAIULOIY FESEIVE ... 4,703 4,703
Revaluation aCCOUNL ...........uiiiiiiiieeeiiee e e e 216,366 220,989
Foreign currency translation ...........ccccocvieeriieeiieee e 321 0
Retained arniNgS .........uiiiiiiiiiiiiiee e 51,267 52,515
Equity 318,206 323,756

Liabilities

Long term liabilities from parent COMpPany ..........cccccceeriieeeiniiieennieee e, 13 319,668 298,311
Other interest bearing long-term liabilities ............ccooociiiiiiniis 13 70,615 71,029
Deferred income tax ability ..........coocciiiiiiiiiiii e 14 52,696 56,600
(D 1S) (=] (=10 Mo ] 1 1 (ST 2,951 2,936
Provision due to Site reStoration ...............euveeiiiiiiiieiiiee e 7,444 6,997
Long-term liabilities 453,374 435,873
Loans from parent COMPANY .........cooiuuiiiieaiiiiiiiee e eriieiee e ebeeee e e e e 13 3,738 9,768
CUITENE MALUNTIES ..oiiiieieeee e e e e e e e e e e e e reeeaeas 13 7,522 7,284
INCOME taX PAYADIE ....coiiiiiiiieiei e 9,517 7,895
Trade and other payables ..o 10,524 10,034
Short-term liabilities 31,301 34,981
Total liabilities 484,675 470,854
Total equity and liabilities 802,881 794,610

Notes no. 1 to 17 are an integral part of these financial statements.
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Statement of Equity 30 June 2016

Share Statutory Translation Revaluation Retained
capital reserve difference account earnings Total
Changes in equity for six months
ended 30 June 2015
Equity at 1 January 2015..........cccccevveeenne 45,549 1,730 0 79,458 18,898 143,905
Total comprehensive income................... 11,781 11,781
Transfer to statutory reserve................... 1,196 0
Depreciation on revaluation recognised
under retained earnings.............cccoe..... ( 2,073) 2,073 0
Equity at 30 June 2015..........ccoecvvveiiinennn. 45,549 2,926 0 77,385 32,752 155,686
Changes in equity for six months
ended 30 June 2016
Equity at 1 January 2016..............cccveeeene 45,549 4,703 0 220,989 52,515 323,756
Foreign currency translation.................... 321 321
Total comprehensive 10SS............cccueeee. ( 2,644) ( 2,644)
Dividend to OWNErsS........cccceevvveeeriereennnee. ( 3,227) ( 3,227)
Depreciation on revaluation recognised
under retained earnings............ccceceeuee ( 4,623) 4,623 0
Equity at 30 June 2016..........cccecvvveirinennn. 45,549 4,703 321 216,366 51,267 318,206

Notes no. 1 to 17 are an integral part of these financial statements.
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Statement of Cash Flows for the six months ended 30 June

2016

Cash flow from operating activities

Operating Profit ...
Adjustments for:

Profit from sales of fixed aSSetS .........cvveviiiiieeii e
Depreciation and amortiSAtioN ...........cccceeivreeeriiieeiiiee e
Working capital from operation before financial items
Operating asSets, INCIEASE .......ccevcuriiiiiiieeitiee e
Operating liabilities, INCreaSe ........cccovveeeiriiie e
Net cash from operating activities before financial items
INterest iINCOME rECEIVEM ......ccuuiieiiiee it
Interest expenses paid and foreign exchange difference ....................
TAXES PAI ..t
Net cash from operating activities

Cash flow from investing activities

Investment in transmission iNfrastruCtures .........ccoocceeeviiveeiiieee v

Other INVESIMENTS ....oooiiiiiiiee et e e e e aaees

Proceeds from sale of property, plant and equipment .........................

Marketable securities, Change ...

LoNg-term NOte, CRANGE .....ccccuviieiiiiie e
Net cash used in investing activities

Cash flow from financing activities

Change in loans from parent CoOmpany .........cccceeeeeeeniiieeieeeeiniiiieeeeen

Payments of long-term labilities ..........cccoviiiiiiiiiii e

Dividend paid t0 OWNEIS .......ccooiuiiiiiieaiiiiiieee et e e

Deferred income, Change ..o
Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents .................

Effect of exchange rate changes on cash
and cash eqUIVAIENTS ...

Foreign currency translation ..........cccccoviieeiniiiii e
Cash and cash equivalents at 1 JanUary ........ccccceeeeviiieeinineeeninneenns

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

Notes no. 1 to 17 are an integral part of these financial statements.

Notes

11
11,12

1.1-30.6.2016

1.1.-30.6.2015

27,610 28,574
5 ( 8)
14,044 10,655
41,649 39,221
1,684) ( 591)
1,331 197
41,296 38,827
656 764
13,228) 14,886)
1,972) 0
26,752 24,705
12,085) 7,003)
2,270) ( 1,673)
12 17
1,666) 87
26 ( 773)
15,983) 9,345)
0 51,794)
3,650) ( 3,650)
3,227) 0
165 124
6,712) ( 55,320)
4,057 ( 39,960)
627 ( 1,148)

0 433
62,290 96,412
66,074 55,737
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Notes to the Financial Statements

1. Reporting entity
Landsnet hf. is domiciled at Gylfaflét 9 in Reykjavik, Iceland. The Company is a subsidiary of Landsvirkjun, and
the interim financial statement of Landsnet hf. is included in the consolidated financial statements of Landsvirkjun.
Landsnet was established in 2004 on the basis of the Electricity Act passed by the Icelandic parliament, the
Althingi, in the spring of 2003. The role of Landsnet is to administer the transmission of electricity and system
operation in accordance with the provisions of Chapter IIl of the Electricity Act No. 65/2003, which stipulates that
the Company must not engage in any activities other than necessary to perform its duties under the Act.

2. Statement of compliance
The condensed interim financial statements have been prepared in accordance with International Financial
Reporting Standard, IAS 34 Interim Financial Reporting as adopted by the EU. They do not include all of the
information required for full annual financial statements, and should be read in conjunction with the financial
statements of the Company for the year ended December 31, 2015. The Company's financial statements for the
year 2015 can be found its website www.landsnet.is and the website of NASDAQ OMX Iceland;
www.nasdagomxnordic.com

3. Accounting policies
The condensed interim financial statements are prepared using the same accounting policies as for the year
2015.
The interim financial statements are presented in USD, which is the Company's functional currency from the
beginning of the year 2016. Amounts are presented in USD thousand unless otherwise stated. The interim
financial statements have been prepared on the historical cost basis, except for the Company's transmission
system is recognised at a revalued amount.
Comparative amounts have been translated into USD using the exchange rate published by the Central Bank of
Iceland. Amounts in the income statement are translated using the average mid-rate for the period, balance sheet
amounts are translated using the mid-rate on the balance sheet date and cash flow amounts are translated either
using the average mid-rate for the period or on the date when the transaction took place, as applicable.

New International Financial Reporting Standards
The Company has adopted new International Financial Reporting Standards, as adopted by the EU, for the
accounting period beginning 1 January 2016, changes to the standards and new interpretations.

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

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates are revised and in any future periods affected.

5. Transmission revenue 2016 2015
1.1.-30.6. 1.1.-30.6.
Transmission revenue consist of:
ENErgy tranSMISSION .......ooiiiiiiiiiiiee ettt et e e st e e e e et e e e e e e e e saneeeeas 54,045 51,734
Transmission losses and ancillary ServiCes ........cccccevveeiiiciiiiiiee e 10,139 8,275
ST Y/ T o o T R 227 183
INpUt fEeS .ooiiiiiiiiee 413 352
Transmission revenue total 64,824 60,545
6. Energy transmission
Energy transmission consist of:
Energy transmission to power-intensive CONSUMETS ..........occvviiereeeiiiirnieneeesiinns 37,244 36,721
Energy transmission to distribution system operators 16,801 15,013
Energy transmisSion tOTal ..........cooiiuiiiiiieiiiiiiieie e 54,045 51,734
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Notes, continued:

7. Energy procurement costs 2016 2015
Energy procurement costs consist of: 1.1.-30.6. 1.1.-30.6.
Electricity purchases due to transmission [0SSES ..........cccccvevveeeiiiiiiieiee e 7,407 5,991
Purchase of ancillary SErVICES ........ooooiiiiiiiiiii e 2,976 3,063
Energy procurement COSES tOtal .......cueveiiiiieiiiiee e 10,383 9,054

8. Depreciation and amortisation
Depreciation and amortisation are specified as follows:

Depreciation of fixed assets in operation, see Note 11 ........cccceeevereviiieeniiierennnne 13,776 10,318
Amortisation and impairment losses of intangible assets, see Note 12 .............. 268 337
Depreciation and amortisation recognised in the income statement ................... 14,044 10,655

Depreciation and amortisation are allocated as follows to operating items:

TrANSMUSSION COSES ..evvvuuiiiiiiiiiiiiee e e e e e ettt e e e e e e e e ee e e e e e e e e ettt e e eeeseesbabaaseeeeeeeaees 13,502 9,995
53V (L a0 o 1T - U o o PSRRI 147 258
Other Operating EXPENSES .....ccciiviiiiiiieeeiiiie ettt et e st e e s e e 395 402
Depreciation and amortisation recognised in the income statement ................... 14,044 10,655

9. Financial income and expenses
Financial income and expenses are specified as follows:

INEEIEST INCOME ...ttt et nbre e e snree s 480 827
Net gain in fair value of marketable SECUNtIeS ..o 313 154
Total financial INCOME .......c.eeiiii e s 793 980
INEEIEST EXPENSES ...eeiiiiiiiiiiie ettt e e e et e e e e e e bbereeeeeeeaaes ( 7,433) ( 8,009)
INAEXAtioN ........ccveeiiiiiieiiec e ( 5,073) ( 6,295)
Exchange rate difference ( 19,817) ( 916)
Change in present value of the provision due to site restoration ( 447) ( 172)
Capitalised interest expense due to projects under construction ........................ 913 463
Total fINANCIal EXPENSES .....eeiiiiiiii e ( 31,857) ( 14,929)
Net fINANCIal EXPENSES .....ooiiiiiiiiiiie e ( 31,064) ( 13,949)

Capitalised financial expenses were 6.5% (30.06.15: 7.3%) of capital tied in transmission structures under
construction during the year. This is the Company's average finance cost.

10. Income tax
Income tax recognised in the income statement is specified as follows:

Calculated income tax for the Year ........cccuveviiiiiiiiiiic e 3,904 466
INCOME taX PAYADIE .....ooiiiie e ( 3,213) ( 3,391)
Income tax recognised in the income statement ...........ccccovveveiniee e 691 ( 2,925)

Change in deferred income tax liability is specified as follows:

Change in temporary diffEer€nCes .........cceiiiiiiiiiiiiie e 3,904 466
Reconciliation of effective tax rate 1.1.-30.6.2016 1.1.-30.6.2015
(Loss) profit before income tax ........ccccceeeuveeeee. ( 3,335) 14,706
Income tax according to the current tax rate ... 20.0% 667 20.0% ( 2,941)

Effects of associates 0.7% 24 ( 0.1%) 16
Effective tax rate ...........covveeeeeeeiiieeiiieeeeeeeeeenn, 20.7% 691 19.9% ( 2,925)
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Notes, continued:

11. Fixed assets in operation
Fixed assets in operation specified as follows:

Transmission

Substations lines Other Total
Cost
Balance 1.1.2015 .......ccccceviieeiiiiresciiee e 234,739 397,125 32,998 664,862
AdItioNS ..ovveiiecic e 3,518 2,568 782 6,868
Transfer ..o ( 1,047) 1,047 0 0
Transferred from projects under construction .. 1,918 6,580 0 8,498
SOl i 0 0 ( 115) ( 115)
Revaluation .........cccoeevieiiiiiiiieeee e 85,539 95,198 0 180,737
Foreign currency translation ............cccocceeennnee. ( 4,796) ( 8,066) ( 673) ( 13,535)
Balance 31.12.2015 .........cccovieeeeeiiiiiiieee e 319,871 494,452 32,992 847,315
WX [ 11 o] o 1SR 1,204 599 630 2,433
Transferred from projects under construction .. 2,435 1,704 0 4,139
SOl o 0 0 ( 50) ( 50)
Balance 30.6.2016 ...........ccccceeeeeeiiiiiinieeeeee e 323,510 496,755 33,572 853,837
Depreciation
Balance 1.1.2015 .....cccccoevviviiieeeeeeeciiiieee e 51,209 101,226 9,896 162,331
Depreciation ...........cccvveeeeeeiiiiiiieeee e eiieea e 7,132 12,533 1,491 21,156
SOId s 0 0 ( 98) ( 98)
Foreign currency translation ..........c.cccoccvvernnee. ( 940) ( 1,884) ( 181) ( 3,005)
Balance 31.12.2015 .........cccoceeeeeeiiiiiiiieee e 57,401 111,875 11,108 180,384
Depreciation ...........cccuveeeeeeiiiiiiieeee e eiieee e 5,414 7,783 579 13,776
SOId s 0 0 ( 43) ( 43)
Balance 30.6.2016 ........ccceccvveeviveresiiiee e 62,815 119,658 11,644 194,117
Carrying amount
1.1.2015 oo 183,530 295,899 23,102 502,531
31122015 cuoeiieieeeeeee e 262,470 382,577 21,884 666,931
30.6.2016 ..ovvviieeeeeiiieee e 260,695 377,097 21,928 659,720
Carrying amount without revaluation
1.1.2005 oo 165,653 210,736 23,102 399,491
31122015 oo 160,269 208,540 21,884 390,693
30.6.2016 ..oooeiiiiieeiie e 160,637 206,698 21,928 389,263

Basis of revaluation of fixed assets in operation
In accordance with the International Accounting Standard, the Company's lines and substations are recognised
according to the revaluation method. A revaluation was conducted on those assets in the year 2015.

Projects under construction: 2016 2015
1.1.-30.6. 1.1.-31.12
Cost
27 1= 1o (o]0 0 P PSP PP PP PP PPPR 23,310 6,377
X 01170 T3 1SS P 9,725 24,640
Transferred from intangible aSSets ........civiiiiiiiiiiiii e 3,109 631
Transferred to fixed assets in OPEration ..............ccceeeiieaiiiiiiiieie e ( 4,139) ( 8,498)
Foreign currency translation ............ooooviiiiiiii e 0 160
Balance 30.6. / 3L.12. ..ooeieiiiie i e e 32,005 23,310
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Notes, continued:

12. Intangible assets:

Intangible assets specified as follows: Capitalised
development
cost Software Total
Cost
Balance 1.1.2015 .....coeeieiiiieiiee et e 14,079 4,016 18,095
AAAILIONS .ot 2,758 470 3,228
Transferred to projects under construction ...........ccccoccveveiiieeenne ( 631) 0 ( 631)
Foreign currency translation ...........ccccococeeiiiee e ( 255) ( 75) ( 330)
Balance 31.12.2015 .....ccccoviuiiiiieiiie e 15,951 4,411 20,362
AAAILIONS .ot 936 249 1,185
Transferred to projects under construction ...........ccccoccveveiineeenne ( 3,109) 0 ( 3,109)
Balance 30.6.2016 .......ccccooiuieiiieriieiie et 13,778 4,660 18,438

Amortisation and impairment losses

Balance 1.1.2015 .....coeiiiiiiieiiee et 3,997 2,438 6,435
Amortisation and impairment I0SSES ........cccevvveeeriiveeviieee e 772 237 1,009
Foreign currency translation ............cccooceeiniiieiniee e ( 70) ( 46) ( 116)
Balance 31.12.2015 ......cccoiiiiieeriieiieeee e 4,699 2,629 7,328
Amortisation and impairment I0SSES ........cccovvvveeeiiiiieriieee e 119 149 268
Balance 30.6.2016 .......ccccoviueeiiiieiiieiieeni e 4,818 2,778 7,596

Carrying amount

T.1.2005 oo 10,082 1,578 11,660
31122015 oo 11,252 1,782 13,034
30.6.2016 ....eerieiieeeee e 8,960 1,882 10,842

13. Interest-bearing loans and borrowings

This Note provides information on the contractual terms of the Company's interest-bearing loans and borrowings,
which are measured at amortised cost.

Long-term liabilities 30.6.2016 31.12.2015
Indexed bond loan from parent company in ISK, fixed interest ...........cccccoccveene 319,668 298,311
Loan agreement in CHF, LIBOR + MAargin ........cccccorivieinirieiiiiee i 36,026 38,364
Indexed bond loan in ISK, fixed INtEreSt ..........oevveeeiiiiiiiiiiiieeee e, 42,111 39,949

397,805 376,624
Current maturities on long-term liabilities ...............cocoiiiiii ( 7,522) ( 7,284)
Interest-bearing long-term liabilities total ............ccccceeeiiiii e, 390,283 369,340

Interest rates on the loans range between 0% - 5%. Weighted average interest rates of the Company are 3.9%
(31.12.2015: 3.9%).

Short-term liabilities
Short-term loans from parent company consists of accrued interest of long-term liabilities with parent company. At
the end of June 2016, accrued interes amounted to USD 3.7 million (30.6.2015: USD 3.4 million).

Maturities by year of interest-bearing loans and borrowings: 30.6.2016 31.12.2015
1.7.2016 - 30.6.2017 / 1.1.2016 - 31.12.2016 7,522 7,284
1.7.2017 - 30.6.2018/ 1.1.2017 - 31.12.2017 7,599 7,354
1.7.2018 - 30.6.2019/1.1.2018 - 31.12.2018 7,680 7,427
1.7.2019 - 30.6.2020/ 1.1.2019 - 31.12.2019 327,432 7,505
1.7.2020 - 30.6.2021 / 1.1.2020 - 31.12.2020 7,854 305,896
[0S S PSP UUPPPPPRTRNN 39,718 41,157

397,805 376,624
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Notes, continued:

2016 2015
14. Deferred tax liability 1.1.-30.6. 1.1.-31.12.
The breakdown of deferred tax liability is as follows:
Deferred tax liability at 1 JANUAIY ......ccoviiiiiiiiieiiee e 56,600 20,640
Calculated income tax for the year ...........ccccociiiiiiii e, ( 691) 7,707
Deferred tax liability due to revaluation of fixed assets ..........cccccveverceiiiiiennen 0 36,147
INCOME taxX PAYADIE ........c.coiiiiii ( 3,213) ( 7,895)
Deferred tax liability @t 30 JUNE .....cueeeeiiiiiieiiie e 52,696 56,600
The breakdown of deferred tax liability was as follows at end of June:
Fixed asSets iN OPEIatiON ..........ccciiiiiiiiiiie et 55,904 56,223
INTANQIDIE ASSELS ...eeiiiieiiiiiiei et e et e e e e e e e e e e nneee 1,304 1,549
OhEI BSSELS ...ttt et ettt 162 157
Provision due to Site reStoration ............cccooeeiiiiiiie i ( 1,489) ( 1,399)
Other ODIIGALIONS ........eiiiiiiiie et ( 642) ( 635)
Unrealized exchange rate difference ............ccccoiiiiiiiiiici e ( 2,543) 705
Deferred tax liability @t 30 JUNE ........oeiiiiiiiiee e 52,696 56,600

15. Financial instruments
Liquidity risk
The following are the contractual maturities of financial liabilities, including future interest payments:

30 June 2016

Carrying Contractual Within
amount cash flow 12 months 1-2 years 2-5 years After 5 years

Non-derivative financial
liabilities:
Long-term
liabilities from
parent comp. . 323,406 373,500 13,458 13,458 346,584 0
Long-term
liabilities ........ 78,137 101,277 9,615 9,667 29,039 52,956
Trade and other
payables ....... 6,184 6,184 6,184 0 0 0

407,727 480,961 29,257 23,125 375,623 52,956

31 December 2015

Non-derivative financial

liabilities:

Long-term

liabilities from

parent comp. . 308,079 361,105 12,559 12,559 335,987 0

Long-term

liabilities ........ 78,313 107,652 9,305 9,427 28,141 60,779

Trade and other

payables ....... 6,922 6,922 6,922 0 0 0
393,314 475,679 28,786 21,986 364,129 60,779
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Notes, continued:

15.

16.

Financial instruments, contd.:

Fair value

Fair value versus carrying amounts

The fair values and carrying amounts of financial assets and liabilities as reported in the balance sheet are
snecified as follows:

30.6.2016 31.12.2015
Carrying Carrying
amount Fair value amount Fair value
Long-term liabilities from parent company ....... ( 319,668) ( 323,934) ( 298,311) ( 313,536)
Other long-term liabilities ..........ccccccoveiivieennnnn. ( 78,137) ( 78,785) ( 78,313) ( 79,434)
( 397,805) ( 402,719) ( 376,624) ( 392,970)

Where applicable, expected contractual cash flow is discounted using the interest rate on government bonds plus
a 1% margin on the reporting date.

Related parties

Definition of related parties

The Company has a related-party relationship with its shareholders, subsidiary, associates, directors, excecutive
officers and companies in their possession. Transactions with related parties are on the same basis as
transactions with non-related parties.

Transactions with related parties
1.1.-30.6.2016 1.1.-30.6.2015
Sale of goods and services:

Landsnet's parent company and its subsidiaries 33,615 32,125
Landsnet's other Shar€hoIdErs ........ccoooiiiiiiiiiii e 22,263 20,326
Sale of goods and services to related parties total .........cccoccveiieeiieiiiiiienee s 55,878 52,451
Cost of goods and services:

Landsnet's parent company and its subsidiaries ..........c.ccccocvviiiiie i 7,750 8,612
Landsnet's other Shar€hoIders .........cooooiiiiiiiiiii e 3,908 1,922
Cost of goods and services to related parties total .........ccccceeeeevciiiieeeeiiiiiiieneen 11,658 10,534

In addition to the costs outlined above, the Company paid USD 13.0 million (30.6.2015: USD 12.7 million) in
interest to its parent company. The Company also made a dividend payment of ISK 400 million to the
shareholders.

Balance:
Trade receivables and trade payables with related parties are as follows:
30.6.2016 31.12.2015
Receivables Payables Receivables Payables

Landsnet's parent company

and its subsidiaries ...........ccccccvveeeeeeeeeeeiiiinnn. 5,941 0 4,743 0
Landsnet's other shareholders ............cccccconee. 3,146 0 4,241 0
TOtAl o 9,087 0 8,984 0
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Notes, continued:

16.

Related parties, contd.:
Other receivables and payables with related parties are as follows:

30.6.2016 31.12.2015
Interest-bearing long-term note t0 asSSOCIALE .........c.cveivieriieriiei e 999 957
Interest-bearing liabilities to parent company, see note 13 ( 319,668) 298,311)
Accrued interest payable to parent company ( 3,738) 9,768)
TOTAI ettt ( 322,407) 307,122)
17. Financial ratios
The company's key financial ratios:
Financial performance: 1.1.-30.6.2016 1.1.-30.6.2015
1= PRSPPI 27,610 28,574
EBITDA ettt 41,654 39,229
Financial position: 30.6.2016 31.12.2015
Current ratio — current assets/current liabilities ..........cccocoeriiiiiniiiine e 2.98 2.42
Equity ratio — equity/total @SSets .........ccccoiiiiiiiiiii 39.6% 40.7%
REetUrn 0N average EOUILY ........ccvivirrieeiiiie i (1.6%) 13.1%
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