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Endorsement by the Board of Directors
and the CEO

Orkuveita Reykjavikur is a partnership that complies with the Icelandic law no0.136/2013 Law regarding Orkuveita
Reykjavikur. The Group provides services through its subsidiaries that operate power plants, distribute electricity, hot
water and cold water, operates the sewage systems in its service area as well as a fibre optic system in its service
area.

The condensed consolidated interim financial statements for the period 1 January to 30 September 2015 are prepared
in accordance with the International Financial Reporting Standard IAS 34 Interim financial reporting. The interim
financial statements comprise the consolidated interim financial statements of Orkuveita Reykjavikur and subsidiaries.
The interim financial statements have not been reviewed by the independent auditor of the company.

Profit of operations of the Group for the period 1 January to 30 September 2015 was ISK 3.093 million (1.1. to 30.9.
2014: ISK 7.879 million). According to the statement of financial position the Group’s assets were ISK 299.761 million
at the end of the period (31.12.2014: ISK 299.330 million), book value of equity at the end of the period was ISK
102.637 million (31.12.2014: ISK 99.410 million), resulting in equity ratio of 34,2% (31.12.2014 33.2%).

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

Share
REYKJAVIKUIDONG ..ottt et et e e ettt e e e sttt e e en e e e ettt e e ente e e e anteeeeanteeeeeneeeeennneeean 93.539%
Akraneskaupstadur 5.528%
[270) 0 T= 14 ¢) /o o I 1 PP 0.933%

Statement by the Board of Directors and the CEO

According to the best knowledge of the Board of Directors and the CEO of Orkuveita Reykjavikur, the condensed
consolidated interim financial statements are in accordance with international financial reporting standard IAS 34 on
Interim financial reporting. It is the opinion of the Board of Directors and the CEO that the interim financial statements
give a fair view of the Group’s assets, liabilities and financial position 30 September 2015 and the Group’s operating
return and changes in cash and cash equivalents in the period 1 January to 30 September 2015.

The Board of Directors and the CEO of Orkuveita Reykjavikur hereby confirm the Group’s condensed consolidated
interim financial statements for the period 1 January to 30 September 2015.

Reykjavik, 23 November 2015.
The Board of Directors:
Haraldur Flosi Tryggvason
Valdis Eyjo6lfsdottir

Brynhildur Davidsdottir

Gylfi Magnusson

Aslaug Fridriksdottir

Kjartan Magnusson

CEO:
Bjarni Bjarnason
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Income Statement
1 January to 30 September 2015

Notes 2015 2014 2015 2014
1.7.-30.9. 1.7.-30.9. 1.1.-30.9. 1.1.-30.9.

Operating revVeNUE .........cccvevrieeeeinieeeenineee e 3 8.289.375 8.650.802 28.768.243 26.884.521 *
Sales Profit ... 0 75.944 0 75.944
Total revenue 8.289.375 8.726.746 28.768.243 26.960.465

Energy purchase ........ccccoceviiieeeiiiiee e ( 1.389.695) ( 1.114.419) ( 4.645.478) ( 3.644.092) *
Salaries and salary related expenses ............... ( 929.513) ( 920.164) ( 3.061.080) ( 2.956.615)

Other operating eXpenses ........cccovvvveerrieeeennne ( 772.230) ( 781.313) ( 2.828.156) ( 2.594.047) *
Operating expenses, total 3 ( 3.091.439) ( 2.815.897) ( 10.534.714) ( 9.194.755)
EBITDA .ot 5.197.937 5.910.850 18.233.530 17.765.711
Depreciation and amortisation ................cc..e.... ( 2.373.413) ( 2.178.699) ( 7.172.346) ( 6.509.983)
Results from operating activities (EBIT) ...... 2.824.523 3.732.150 11.061.184 11.255.727
INtErest INCOME .....oooviiiieiiiiie e 105.753 186.683 302.811 440.818
INterest eXPENSES .......cviveiiiiiiiiiieeee e ( 1.329.362) ( 1.281.638) ( 3.999.929) ( 3.904.372)

Other income (expenses) on

financial assets and liabilities ....................... ( 635.567) 2.280.666 ( 4.274.640) 2.342.079

Total financial income and (expenses) 4 ( 1.859.176) 1.185.711 ( 7.971.757) ( 1.121.475)

Share in profit of associated companies .......... 0 1.720 3.643 1.720
Profit before income tax 965.347 4.919.581 3.093.070 10.135.972

INCOME tAX ..eveiiiiieiiiiie e ( 132.482) ( 871.155) 130 ( 2.256.530)
Profit for the period 832.866 4.048.426 3.093.200 7.879.442

*Presentation has been changed, see note 2b page 9.
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Statement of Comprehensive Income
1 January to 30 September 2015

2015 2014 2015 2014
1.7.-30.9. 1.7.-30.9. 1.1.-30.9. 1.1.-30.9.
Profit for the period ... 832.866 4.048.426 3.093.200 7.879.442

Other comprehensive income

Iltems moved to equity that could be moved later to the income statement

Changes in fair value of assets available for sale .................... 0 0 0 ( 542.248)
Translation difference .........cocveveiiiiic i (1.766.238) 2.924.042 134.335 2.192.445

(1.766.238)  2.924.042 134.335 1.650.197
Comprehensive income moved directly to equity, after taxes .. (1.766.238) 2.924.042 134.335 1.650.197

Total comprehensive income for the period ( 933.373) 6.972.467 3.227.535 9.529.639
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Consolidated Statement of Financial Position
30 September 2015

Assets

Property, plant and eqUIPMENT ..........cooiiiiiiiiiieiiee e
INANGIDIE ASSELS ...eeiiiiiiie e
Investments in associated COMPANIES .......ccoeeeiiiiiiiiiiieeeiiiieie e rieeee e
Investments in Other COMPANIES ........cuvieiiiiieeiiii e
HEAQE CONIIACTES ....eiiiiiiiiiiiii ettt e e e e
Other financial assets
Deferred taX @SSEIS ......cviiiiiiiiie et

[01YZ=] 0 (o] (=TT
Trade reCEIVADIES ...t
HEAQGE CONLFACES ..ottt
Other rECEIVADIES .......ovveiiieeeeeee e eeeenaaa
(D=7 0T 171 ST PP OP PP OTPPPTOPPPT
Cash and cash eqUIVAIENTS ........cooiuiiiiiiii e

Total current assets

Total assets

Equity

Revaluation reserve
Fair value reserve .........
Translation reserve
RetaiNed ArNINGS ......ooiiiiiiieiiee et

Liabilities
Loans and DOMTOWINGS .......uueiiiiiiiiiee e
Retirement benefit obligation ...
Embedded derivaties in electricity sales contracts ............ccccceeeeiiiiiiieeeenninis
HEAQGE CONLFACES ..ottt
Deferred tax liabilities

ACCOUNES PAYADIE ..o
Loans and DOMTOWINGS ........uiiiiiiiiiieeee e
Embedded derivaties in electricity sales contracts ...........cccoceeeeviiveeeiiiieennnn
HEAQE CONIIACTES ....eiiiiiiiiiiiii ettt e e e e
DEferred FEVENUE .......eeiiiiiiie e
Other current Iabilities ..........cooiiiii e

Total current liabilities

Total liabilities

Total equity and liabilities

Notes

30.9.2015 31.12. 2014
266.681.998 265.929.409
1.343.371 1.333.728
62.832 59.189
2.236.179 2.236.179
349.621 656.173
8.579.556 8.480.317
3.670.298 2.674.881
282.923.855 281.369.876
549.866 434.943
4.107.788 4.632.281
848.714 237.282
467.772 508.560
1.500.000 3.000.144
9.362.669 9.147.113
16.836.808 17.960.323
299.760.663 299.330.199
67.422.376 69.446.324
1.760.000 1.760.000
4.369.690 4.235.355
29.085.332 23.968.184
102.637.398 99.409.863
155.562.651 164.157.105
559.998 520.264
8.044.225 2.377.756
2.378.648 1.842.134
5.517.711 4.529.006
172.063.233 173.426.264
2.178.563 1.826.346
14.263.634 19.766.122
1.756.585 649.933
1.810.795 1.194.980
1.883.280 0
3.167.176 3.056.691
25.060.032 26.494.072
197.123.265 199.920.336
299.760.663 299.330.199
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Statement of Changes in Equity
1 January to 30 September 2015

Fair
Revaluation value Translation Retained Total
reserve reserve reserve earnings equity

1.1. - 30.9. 2015
Equity at 1 January 2015 ........cccccveiiiieeeiiee e 69.446.324 1.760.000 4.235.355 23.968.184  99.409.863
Translation difference ..........ccocoveieiiiiiiiiiennnn, 134.335 134.335
Profit for the period .........c.ccoceiiieieii 3.093.200 3.093.200
Total comprehensive income 0 0 134.335 3.093.200 3.227.535
Depreciation transferred to

retained earnings .........cccovvvereeeiiniiiiieree e (2.023.948) 2.023.948 0
Equity at 30 September 2015 .........cccccovvveeiinneen. 67.422.376  1.760.000 4.369.690 29.085.332 102.637.398
1.1.-30.9. 2014
Equity at 1 January 2014 66.354.727  2.302.248 0 12.312.122  80.969.097
Translation difference .........cccccvviiiiiinieene 2.192.445 2.192.445
Changes in fair value of

assets available for sale .........cccccviiiiiiiieins ( 542.248) ( 542.248)
Profit for the period ..., 7.879.442 7.879.442
Total comprehensive iNCOMe ..........cccccovveeeinneen. 0 ( 542.248) 2.192.445 7.879.442 9.529.639
Depreciation transferred to

retained earnings ........cccocvveeriieeesiiiee e (1.647.198) 1.647.198 0

Equity at 30 September 2014 64.707.529 1.760.000 2.192.445 21.838.762  90.498.735
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Statement of Cash Flows
1 January to 30 September 2015

2015 2014
1.1.-30.9. 1.1.-30.9.

Cash flows from operating activities
Profit fOr the PErIOA .......oooieiiie e 3.093.200 7.879.442
Financial iNCOmMe and EXPENSES ......coiiiuiiiiiiee et e e eea e 7.971.757 1.121.475
Other operational items that do not effect the cash flow ...........cccccceeeviiiiiiin e, 7.193.567 8.791.901
Changes in operational assets and liabilities ..., 2.447.704 2.939.029
Cash generated from operations before interests and taxes 20.706.228 20.731.846
Received INtEreSt INCOME .......iii it 376.947 442.379
Paid INtEreSt EXPEINSES ...ttt e e ettt e e e e e et b et e e e e e e snbbeeeeaaeeaan (  3.181.096) ( 3.419.946)
Received due to other financial income and eXpPenses ..........ccccvvveeeriiiiennieee e 223.951 130.618
Net cash from operating activities 18.126.030 17.884.898

Cash flows from investing activities
Acquisition of property, plant and equUIPMENt ............ccceiiiiiiiiiiiie e ( 7.251.532) ( 3.471.085)
Acquisition of iINtaNgIble aSSELS .........uiiiiiiiiii e ( 71.390) ( 94.404)
Proceeds from sale of property, plant and equipment 25.728 0
Proceeds from sale of shares in other companies .......... 0 1.499.248
Change in deposits ........coeviiiiiiiiiieiiieee e 1.500.144 ( 5.000.144)
Proceeds and repayment of other financial assets ............ccccooiiiiiiiiiniiee 0 386

Net cash used in investing activities (  5.797.050) (  7.066.000)

Cash flows from financing activities

Proceeds from NEW DOITOWINGS ......coiiiiuiiiiiiee et e e neneee e e 0 5.700.000
Repayment Of DOITOWINGS ........veiiiiiiieiiice e ( 10.283.505) ( 12.754.506)
Current liabilitieS, CRANGE .......ooi i ( 1.693.456) ( 1.158.737)
Net cash used in financing activities ( 11.976.961) (  8.213.242)
Increase in cash and cash equIvValents ..o 352.019 2.605.655
Cash and cash equivalents at beginning of the year ..........cccccoiinin, 9.147.113 8.993.410
Effect of currency fluctuations on cash and cash equivalents ( 136.463) 5.960
Cash and cash equivalents at end of Period ........cccooiiiiiiiiiiiiiiii e 9.362.669 11.605.026
Investments and financing without payment effects:
Acquisition of property, plant and eqUIPMENT ..........coovviiiiiiieee i 364.916 ( 191.919)
Current liabilities, CRANGE .........oo i ( 364.916) 191.919

Other information:
Working capital from OPEration ............cccoouiiiiiiiiiiiie e 14.734.447 12.676.954
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Notes

1. Reporting entity

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

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

Share
Subsidiaries in the Group Main operations 30.9.2015 31.12. 2014
Gagnaveita Reykjavikur ehf. Data transfer 100% 100%
OR Eignir ohf. Holding company 100% 100%
OR Veitur ohf. Distribution of electricity and hot water 100% 100%
Orka nattdrunnar ohf. Sale of electricity 100% 100%
OR Vatns- og fraveita sf. Cold water and sewage 100% 100%
Reykjavik Energy Invest ehf. Investments 100% 100%
Ulfljstsvatn fritimabyggd ehf. Preperation company 100% 100%

2. Basis of preparation

a. Statement of compliance
These condensed consolidated interim financial statements have been prepared in accordance with International
Financial Reporting Standard IAS 34 Interim Financial Reporting. They do not include all of the information
required for a complete set of consolidated annual financial statements and should be read in conjunction with
the consolidated financial statements of the Group for the year ended 31 December 2014.
The annual financial statements can be found at the company’s web site; www.or.is and at the web site of the
Icelandic Stock exchange market; www.nasdagomxnordic.com.

The interim financial statements were approved by the Board of Directors and the CEO on 23 November 2015.

b. Comparative amounts
Same accounting principles are applied as for the year 2014. Comparative amounts have been changed to reflect
new classification of income, energy purchase and other expense in the income statement. The change has no
effect on the bottom line results of the income statement.

c. Basis of measurement
The consolidated interim financial statements have been prepared on the historical cost basis except for a part of
property, plant and equipment have been revalued at fair value, embedded derivatives in electricity sales
contracts are stated at fair value and investments in other companies and other financial assets and financial
liabilities are stated at fair value. The methods used to measure fair values are discussed further in notes with the
financial statements for the year 2014.

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

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

Trade in foreign currencies is reported into each consolidation company at the rate of the business day. Monetary
assets and debts in foreign currencies are reported in the rate of the reporting date. Other assets and debts
reported at fair value in foreign currency are reported at the rate of the day the fair value was set. Exchange
difference due to foreign trade is reported through P/L.

Assets and debts in the operations of a company of the consolidated financial statements that has USD as its
functional currency are calculated into Icelandic kronas at the rate of the reporting date. Income and expenses of
this companies operation is calculated into Icelandic kronas at the average exchange rate of the period. The
exchange difference due to this is reported in a special account in the statement of comprehensive income.
When operations with another functional currency than the Icelandic krona are sold, partly or in full, the
accommodating exchange difference is recognised in P/L.

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

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

3. Segment reporting

Segment information is presented by the Group's internal reporting. Segment information for the same period in the year 2014 was not compiled in the same way and
therefore not published. Business segments now presented for the period 1 January to 30 September 2015 are Utilities, that represent licenced operations in hot and
cold water, distribution of electricity and sewage, Our nature, representing the competitive operations in producing electricity and hot water and Other Operation, that
represents the activities of the parent company and the fibre optic operations of the subsidiary Gagnaveita Reykjavikur. Segment reporting is conducted by using the
same accounting principle as the group uses and is described in notes with the financial statements for the year 2014.

Business segments - divisions Other Adjust-

1.1. - 30.9. 2015 Utilities Our nature Operation ments Total
EXIEINAl FEVENUE .....eoiiiiiiiiiiiie ettt 18.231.653 9.073.339 1.463.251 0 28.768.243
INEEr-SEgMENT FEVENUE ....ooeiiiiiiiiiee e 2.476.241 2.541.094 3.671.086 ( 8.688.420) 0
Total SEGMENT FEVENUE ....uvvviiiie ittt a e e e e e e e 20.707.894 11.614.433 5.134.337 ( 8.688.420) 28.768.243
OPEratioNAl COSE ....eiiiiiiiiiiiie ittt ( 8.645.584) 5.992.707) 4.584.844) 8.688.420 (  10.534.714)
Segment profit EBITDA .....c.uiiiiiieeeiee et 12.062.310 5.621.726 549.493 0 18.233.530
Depreciation and amortiSAtiON .............cccvveerrreeeiiireeeiee e nree e ( 3.797.825) 2.716.539) 657.981) 0 ( 7.172.346)
Segment results, EBIT ...t 8.264.485 2.905.187 108.488) 0 11.061.184
Financial income and eXPENSES ........ccvviiiiieieiiiiee e ( 4.763.782) 1.373.552) 4.940.899 ( 6.775.322) ( 7.971.757)
Share of profit of associated companies ...........cccccveeeiiiiiiiieiee e, 0 0 3.643 0 3.643
T ToTo ] TSN - USSP ( 393.784) 326.635) 1.717.775) 2.438.324 130
Profit for the Period .........ocuiiiiiiiii e 3.106.920 1.205.000 3.118.279 ( 4.336.999) 3.093.200
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Notes

4. Financial income and expenses

2015 2014
1.1.-30.9. 1.1.-30.9.

Financial income and expenses are specified as follows:
INEEIEST INCOIME ...ttt e e e e et e e e e e e s b e e e e e s sasnebeaaeaeean 302.811 440.818
) TS A CV o= o F=T USSR ( 3.460.389) ( 3.356.157)
Guarantee fEe t0 OWNEIS 1) ...uuiiiiiie ettt e et e e e e e e e e nebeees ( 539.541) (  548.216)
TOtal INTErESE EXPENSES ..ocvieee et ettt e e et e e e etee e et e e e et e e ssneeeeesneeeeannaeeeens ( 3.999.929) ( 3.904.372)
Fair value changes of embedded derivatives in electricity sales contracts ........... ( 6.773.121) 166.526
Fair value changes of assets available for sale .........cccccooiiiiiiiiiinie 0 542.248
Fair value changes of financial assets and financial liabilities through P/L ........... 190.955 851.081
Hedge CONLracts ..........ccevveeeieeeiiiiiieeeee e 1.817.942) ( 3.449.634)
Foreign exchange difference 4.115.580 4.231.849
D110 1= 3 o £ OSSR 9.890 10
Total of other (expenses) income on financial assets and liabilities ..................... ( 4.274.639) 2.342.079
Total financial INCOME and EXPENSES .......coeiiiiiiiiiieee et ( 7.971.757) ( 1.121.475)

1) The Group paid a guarantee fee to current and former owners of the company for guarantees they have
made on the Groups loans and borrowings according to a decision made on the annual meeting of Orkuveita
Reykjavikur in 2005. The fee on yearly basis for its licenced operations is 0.375% and 0.55% regarding loans
due for operations in the open market. The guarantee fee is calculated on total loans quarterly and is
accounted for among interest expenses.

Fair value changes through P/L

Generally accepted valuation methods are used to determine the fair value of certain financial assets and
financial liabilities, further discussed in note 34 in the financial statements of the Group for the year 2014.
Change in fair value that is expensed in P/L for the period amounts ISK 6.582 million (1.1. to 30.9. 2014:
income I1SK 1.560 million).

Capitalised financing cost

Financing cost due to construction of a power plant amounting to ISK 162,5 million was capitalised and was
deducted from financial expense. No finance expense was capitalised in the same period 2014. Interest ratio
that was used in the calculation of capitalised financing cost was 4.93%.

2015 2014
Interest expense is specified as follows:
Interest expenses, charged in the income statement ...........ccccoeceeeiiieeeniee e, ( 3.999.929) ( 3.904.372)
Capitalised finance cost (  162.507) 0
INEEIEST EXPENSES .oieieieeeiiiieeeeteie e e rtteee e sttt e e sttt e e eaneeeessnteeeeaseeeesaneeeessnnaeeeansaeeenanes ( 4.162.437) ( 3.904.372)

5. Receivables and deferred revenue

The balance of trade receivables and deferred revenue changes considerably between periods since income
is collected evenly but actual usage fluctuates significantly between periods. Also, billing for cold water and
sewage is done in the first nine months of the year but income disbursed evenly over the year. Recognition of
income is subject to usage and deliverance of the service in accordance with accounting standards.
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Notes

6. Fair value

Comparison of fair value versus carrying amounts

The carrying amounts of financial assets and financial liabilities is equal to their fair value with the exeption that
interest bearing loans are stated at amortised cost. The fair values of interest bearing liabilities, together with the
carrying amounts are specified as follows:

30.9.2015 31.12. 2014
Carrying Fair Carrying Fair
amount value amount value
Interest-bearing liabilities ............cccvvvvvviiviiiiiiiinnnnns 169.826.285  155.732.154  183.923.227 163.286.404

The fair value of interest bearing liabilities is calculated based on present value of future principal and interest
cash flows, discounted at the interest rate plus appropriate interest rate risk premium at the reporting date.

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

interests are specified as follows:

30.9.2015 31.12. 2014
Embedded derivatives in electr. sales contr. ......... 3.17% 10 9.77% 3.15% to 11.51%
Financial assets at fair value through P/L ............. 6.65% to 7.19% 6.96% to 7.24%
Interest bearing [0ans ..........ccccccciviiiiinnn, 2.55% to 6.63% 3.12% to 6.62%

Classification of financial instruments in the fair value hierarchy has not changed in the period. The classification
can be seen in the financial statements for the Group for the year 2014 in note 27.

Sensitivity analysis on effect of change in interest rates, currency and price of aluminium are shown in note 24 in
the financial statements of the Group for the year 2014. It is recommended to take into consideration this note
while reading the interim financial statements for the current period since change in these presumtions can have
considerable effect on certain amounts in the interim financial statements.
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