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Please note:

This is an English translation of the Icelandic Financial Statements of Reykjavikurborg
(the City of Reykjavik). In the event of any discrepancy between the English and Icelandic
versions the original Icelandic text shall prevail.



Mayor and Executive Committee's report and
endorsement

The audited annual financial report of the City of Reykjavik for the year 2021 was prepared in accordance with the Local
Government Act, the Annual Accounts Act and the Government regulation on accounting, budgeting and the annual
financial statements of municipalities. Details of accounting policies are provided in the financial statements.

The activities of the City of Reykjavik are divided into Sections A and B. Section A comprises activities which are funded
in part or in full through tax revenues, while Section B comprises enterprises where the City holds half of the shares or
more and which are operated as financially independent units.

Results for Sections A and B in 2021 were positive by 23,402 million ISK. The total assets of Sections A and B according
to the condensed balance sheet at year-end amounted to 790,566 million ISK, while total liabilities amounted to
407,302 million ISK. Equity amounted to 383,264 million ISK, of which minority interests amounted to 14,259 million
ISK. The results of Sections A and B were better than projected in the budget by 26,705 million ISK, primarily as a result
of a change in valuation of investment assets of Félagsbustadir (social housing) in the amount of 19,392 million ISK, fair
value adjustments of embedded derivatives in the power purchase agreements of Orkuveita Reykjavikur (Reykjavik
Energy) amounting to 6,573 million ISK and increased operating revenue. Total operating income for Sections A and B
amounted to ISK 202,599 over the year.

Investments in current assets and intangible assets amounted to 40,497 million ISK, 15,427 million below the budget
figures. The principal reasons for the lower investments are a delay in projects within Section A, accounting for 9,314
million ISK, a delay in the reconstruction of Reykjavik Energy’s premises at Baejarhdls 1, and a reduced number of
production wells as a result of the improved position of steam reserves in power stations.

The result for Section A in 2021 was negative by 3,850 million ISK. The total assets of Sections A and B according to the
balance sheet at year-end amounted to 236,480 million ISK, while total liabilities amounted to 144,585 million ISK.
Equity amounted to 91,895 million ISK. The results of the operation of Section A was better than budget projections by
8,097 million ISK, The improved result of Section A was partly a result of a higher return of municipal tax and improved
growth of the assets of the LsRb Pension Fund; this was offset by increased wage costs, which can be partly attributed
to COVID-19 actions, the implementation of improved working hours and an increased demand for welfare services.
Operating revenue of Section A was 7,685 million ISK above budget projections. Municipal tax revenue was 6,338
million ISK above the budget projection. Wages and related expenses expenses were 4,781 million ISK above budget
allocations. The reduction in the City's pension liabilities to LsRb accounted for a 212 million ISK capitalisation, 3,712
million below the budgeted amount

The rate of municipal tax was 14.52%, the statutory maximum. The rate of property tax was 0.18% in Category A, 1.32%
in Category B and 1.60% in Category C. The maximum statutory rates, respectively, are 0.625%, 1.32% and 1.65% for
categories A, Band C.

The average number of full-time equivalent positions in 2021 was 9,721 for Sections A and B, of which 8,401 were
employed in Section A.

On 1 December 2021 the population of the City of Reykjavik was 135,681.

The COVID-19 pandemic which has raged since March 2020 is now receding. The pandemic was persistent for all of
2021, with a significant impact on the operation of the City. The financial policy of the City has been followed, providing
for vigorous responses and actions to prevent recession, in addition to defending the City’s services despite the
temporary loss of revenue relative to projections. The result in the annual financial statement for 2021 and the City’s
budgets for the coming five years fall within the limits of the financial policy. The City of Reykjavik’s financial position is
strong and the City possess the financial strength to take on significant setbacks resulting from the consequences of the
pandemic. An act of law, Act No. 22/2021, has been passed in Parliament aimed at enabling municipalities to cope with
the problem in the short and medium term by relaxing financial regulations in the Local Government Act No. 138/2011
with effect to 2025. See Note No. 56 for further discussion.

Information necessary to assess the development, scope, position and impact of the City of Reykjavik relating to
environmental, social and human resource matters etc. is disclosed in the Statement on Governance and Non-financial
information, which is attached to the Annual Financial statement

To the best knowledge of the Mayor and the Executive Committee, the financial statements have been prepared in
accordance with law and give a true and fair view of assets and liabilities, financial status and operating results of
Reykjavik Municipal and Reykjavik Group and that the report of the Mayor and Executive Committee includes all
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Endorsement by the City Council

The financial statements of Reykjavikurborg (the City of Reykjavik) for 2021 have been addressed by the City Council in

accordance with Article 61 of the Local Government Act no. 138/2011 and were confirmed and endorsed at the
second reading in the City Council.

Reykjavik, 3 May 2022

City Council:

Asondu s con 3
y 4 A é c
_ )
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Endorsement by the City Council, cont.

Endorsement with the following reservations

The group accounts of the City of Reykjavik are not in compliance with Article 61 of the Local Government Act,
the Annual Accounts Act and Chapter 5 of Regulation 696/2019 on the presentation and content of annual
accounts and consolidated accounts. Nevertheless, this regulation is cited in Note 2 to the annual financial
statement. The Ministry of Infrastructure has confirmed this in its response to Parliament. Reference in that
regard is made to parliamentary document 626 - Item 302 of legislative session 152, 2021-2022. Accordingly,
the submission of condensed consolidated financial statements instead of consolidated financial statements
has no basis in law.

Entering as income in the consolidated financial statements an amount of 20,521,219,000 ISK resulting from a
value adjustment of assets that are used to fulfil statutory obligations of the municipality is not in compliance
international financial reporting standards. And if a subsidiary in a consolidation uses different valuation
methods in its own annual financial statement than the parent company, new accounts shall be prepared for
the subsidiary, as provided in Article 75 of the Annual Accounts Act where valuation methods are consistent
with the consolidated financial statement. Reference is also made to a letter from the Supervisory Committee
on Municipal Finances, dated 3 December 2021, to the City Council of Reykjavik regarding this matter, which
reveals that the assets of Félagsbustadir hf. (social housing) is for its own use to fulfil the statutory obligations
of the City and that there are therefore no grounds for using the reporting policies used by Félagsbustadir hf.

Also, the actual results of the Municipal Treasury are such that if this situation continues the City of Rekjavik
will be unable to meet its obligations. It is irresponsible not to account for this uncertainty in the annual
financial statement, as there are no signs of any turnaround in the operation of the Municipal Treasury. We
therefore sign this annual financial statement with the above reservations.
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Endorsement by the City Council, cont.

Reservation

In my opinion there are material errors in the conclusions of the City of Reykjavik’s consolidated accounts.
The overestimation relates to the assets of Félagsbustadir and Orkuveita Reykjavikur. These errors have a
significant impact on any assessment of the conclusions of the City’s consolidated statement, which does
not, therefore, give a correct picture of the City’s financial situation. The ratio of assets and liabilities is
thus significantly skewed. No conclusion has been reached in the case between the ESA and the Ministry
of Infrastructure, whether the group's accounting methods are in compliance with law. | therefore sign
the annual statement with the above reservation.

v S At (NS
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Endorsement by the City Council, cont.

Reservation

The City Council member for the People’s Party endorses the annual statement for 2021 with a reservation
regarding whether there may be material misstatements due to fraud or error that the auditors were
unaware of.

The annual financial statement reveals the irresponsibility of the City's financial management and that
proper care is not being taken with the citizens' funds. It does not appear that the majority of the City
Council has a grip on the City's operations and its companies. If the City's deficit is met with more loans on
top of loans for development projects, then the future is not bright.

The City Council Member for the People’s Party endorses the annual statement for 2021 with a reservation
as the results of ESA's investigation of the financial statements of Félagsbustadir are not yet available.
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Independent auditor's report

To the City Council of the City of Reykjavik

Opinion

We have audited the accompanying Financial Statements of Reykjavikurborg for the year 2021 which comprise the financial
statements of A operations and the financial statements of A and B operations. The Financial Statements comprise the Statement
of the Mayor and the City Council, the Statement of Income, the Statement of Financial Position, the Statement of Cash Flows, a
summary of significant accounting policies and other explanatory information.

In our opinion, the Financial Statements present fairly, in all material respects, the municipality’s financial performance in the
year 2020, its financial position as at December 31, 2020, and its cash flow for the year then ended in accordance with the
Icelandic Financial Statement Act and the Local Government Act.

Emphasis of matter due to COVID-19

Without modifying our opinion, we would like to draw attention to the report of the Statement of the Mayor and the City Council
and in note 55 in these Financial Statements of events after the reporting date due to the possible impact of COVID-19 epidemic
on the city’s operations.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our Report. We are
independent of the municipality in accordance with the Code of Ethics for Professional Accountants in Iceland, and we have
fulfilled all ethical requirements therein. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
municipality’s Financial Statement for the year 2021. These matters were addressed in the context of our audit of the Financial
Statement and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

In our opinion, the following matters were key audit matters:

Valuation of production and distribution systems Orkuveita Reykjavikur
See note 30 and note 7 on significant accounting policies

Explanation:

We have defined the valuation of production and distribution
systems as a key audit matter in our audit. Orkuveita
Reykjavikur‘s production and distribution systems are carried
at revalued amount in accordance with the provisions of IAS
16. An assessment is made of the changes in construction
costs of similar types of assets and both cost and
accumulated depreciation are revalued accordingly.
Orkuveita Reykjavikur performs impairment tests on the
reporting date and recognises impairment loss if value in use
is lower than book value of an asset. Revalued amount will
also not be higher than value in use.

Audit procedures:

As part of our audit, we reviewed the Orkuveita Reykjavikur’s
methodology for valuing the production and distribution
systems and its consistency with international financial
reporting standards.

We reviewed Orkuveita Reykjavikur’s processes for the
revaluation and impairment tests. We also reviewed the
functionality of models used in the assessments.

We evaluated management assumptions by comparing to
public information where applicable. Where assumptions are
not based on public information, we made our own

The assumptions used for revaluation and impairment tests evaluation on management assumptions.

are based on management assessments and are partly
subjective. With production and distribution systems being a
significant part of the consolidated financial statements of A-
and B- operations, any change in assumptions can have
significant effect on the income statement and balance
sheet. Our work both included estimates of the revaluation
assessments and the impairment tests of the production and
distribution systems.

We used the work of a valuation specialist to assist in this
evaluation.
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Independent auditor's report,

cont.

Valuation of embedded derivatives Orkuveita Reykjavikur
See note 38 on embedded derivatives

Explanation:

Because prices of specific electricity sales contracts with large
counterparties are tied to aluminium prices, Orkuveita
Reykjavikur recognises embedded derivatives on the balance
sheet. As electricity and aluminium prices are generally not
closely related, financial reporting standards require the risk
relating to this relationship to be evaluated specifically.

The valuation of embedded derivatives is dependant on
managements assumptions as well as other exterior inputs.
Because of the vulnerability of the estimate regarding
changes in assumptions we assume the risk is significant
regarding embedded derivatives. Furthermore, the extent of
the derivative is such that changes in fair value have a
material effect on the consolidated Financial Statement of A-
and B- operation.

Audit procedures:

We have reviewed Orkuveita Reykjavikur’s process. We
reviewed the methodology of Orkuveita Reykjavikur and
compared the managments assumptions to public
information where available. Where assumptions are not
based on public information, we made our own evaluation
on management assumptions.

We recalculated derivative valuations and reviewed the
functionality of models used in the valuation. We used the
work of a valuation specialist to assist with this review.

Accuracy and existance of property, plant and equipment
See note 30 and note 7 on significant accounting policies

Explanation:

Property, plant and equipment are the largest single balance
sheet component amounting to ISK 682,3bn in 2021
compared to ISK 618,8bn in 2019 for A- and B-operations
combined. PPE amounted to ISK 174,3bn in 2021 and ISK
161,3bn in 2020 for A-operation alone. Particular emphasis is
placed on the audit of property, plant and equipment of
City’s Real Estate Fund and Orkuveita Reykjavikur.

Audit procedures:

We reviewed the process of capitalization of property, plant
and equipemnt, including cost allocations. We have tested
selected control activities related to capitalization and we
have revieved the City’s internal audits on capital
expanditures performed by the Internal Audit function. We
performed substantive analytical procedures related to the
depreciation report as well as recalculate deprecation.

We confirmed the additions of the year with sample testing.
We were in direct contact vid employees responsible for
execution of work, both at Orkuveita Reykjavikur and the City
of Reykjavik, and reviewed the nature and purpose of the
work along with approvals for individual work items.

Revenue recognition
See note 24 and note 3 on significant accounting policies

Explanation:

In our audit of the municipality’s Financial Statement we
have placed a special emphasis on revenue recognition. A-
and B- operation income can be roughly diveded into three
seperate income stream, that is tax revenues, contribution
from the local equalization fund and other income. Revenue
recognition may depend on management estimate and issues
may arise regarding revenue recognition for long-term
contracts and sold construction rights or allocated land. As
these issues or valuation assumptions can have a significant
impact on the Consolidated Financial Statement for A- and B-
operations, we have defined the audit of revenues as a key
audit matter.

Reykjavikurborg Financial Statements 2021

Audit procedures:

During our audit, we have assessed control activities of each
business unit’s revenue system. We have also tested certain
controls relating to revenue recognition. We have reviewed
and evaluated the IT control environment of each business
unit, including review of how access to finance and accounting
related IT system is controlled and incorporated into the
financial system and subsystems related to revenue
recognition.

We have used substantive testing methods where we have for
example received third party confirmation of turnover and
outstanding balances at year-end from specific customers or
confirmed outstanding balances by other means.

We have also performed analytical procedures where we
have compared our expectations to actual revenue
recognition based on changes in quantity and price.



Independent auditor's report, cont.

Other Information

The City Council and the Mayor are responsible for all information presented by the municipality, both the Financial
Statements as well as other information. Our opinion on the Financial Statement does not cover other information issued by
the municipality than is discussed above. Other information are for example Statement of the Mayor and the City Council (not
in excess of what our opinion states below), the municipal unaudited governance statement and report of the city’s finance
and risk management department. We do not confirm the information contained therein. In connection with our audit of the
Financial Statements, our responsibility is to read the other information identified above when it becomes available, and in
doing so, consider whether the other information is materially inconsistent with the Financial Statements

In accordance with the provisions of Article 104, paragraph 2 of the Icelandic Financial Statements Act no. 3/2006, we confirm
that the report of the Mayor and the City Council accompanying the Financial Statements includes at least the information
required by the Financial Statements Act if not disclosed elsewhere in the Financial Statements.

The City Council and the Mayor‘s Responsibility for the Financial Statements
The City Council and the Mayor are responsible for the preparation and fair presentation of the Financial Statements in
accordance with the Icelandic Financial Statement Act and the Local Government. The City Council and the Mayor are also
responsible for such internal control as management determines is necessary to enable the preparation of Financial
Statements that are free from material misstatements whether due to fraud or error.

In preparing the Financial Statements, the City Council and the Mayor are responsible for assessing the municipality‘s ability to
continue as a going concern. If there are any material uncertainties relating to the going concern assumption, then there
should be adequate going concern disclosures in the Financail Statements and the reason why it was decided to apply the
assumption of a going concern in the preparation and presentation of the Financial Statements.

The City Council and Reykjavik’s Audit Committee are responsible for overseeing the municipality’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 Financial Statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue and 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 ISAs 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 decisins of users taken on the
basis of these Financial Statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

— Identify and assess the risks of material misstatement of the Financial Statements, whether due to fraud or error, design
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 resluting 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 municipality’s internal
control.

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

— 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 exist related to events or conditions that may cast significant doubt on
the municipality‘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 Financial Statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusion are based on the audit evidence obtained up to the date of our Auditor’s
Report. However, future events or conditions may cause the municipality to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content, of the Financial Statements, including the disclosures, and
whether the 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 municipality to express an opinion on the Financial Statements. We are responsible for the direction, supervision and
performance of the municipality‘s audit. We remain solely responsible for our audit opinion.
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Independent auditor's report, contd.

We communicate with the City Council and the Audit Committee 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 identified
during our audit.

We have delivered an report containing the conclusion of the audit to the City Council and the Audit Committee outlining these
issues and it is in accordance with this independent auditor’s report.

We have not provided the municipality with any services that are considered unauthorized to provide in parallel with the audit
in accordance with Act no 94/2019. We also provided the City Council and the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence, and communicated 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 the City Council and the Audit Committee, we determine those matters that are of most
significance in the audit of the Financial Statements of the current year and are therefore the key audit matters. We describe
these matters in our Auditor’s report unless law or regulations 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 resonably be expected to outweigh the public interest benefits of such communication.

We were appointed auditors by the City Council following a tender for auditing services in July 2018, and this is the fourth
consecutive financial year in which we are the City‘s auditors.

For and on behalf of Grant Thornton endurskodun ehf.
Reykjavik, 3 May 2022

J- Sturla Jonsson Theoddr 8. Sigurbergsson

State Authorized Public Accountant State Avthorized Public Accountant
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Income Statement for the year 2021

Notes
Operating revenue 4,25
TaX FEVENUES ...ttt
Contributions from Municipal Equalisation Fund .................
Other FEVENUES ......c.cevveiiieiieerceeeee e
Total operating revenues
Operating expenses 5

Wage cost and wage-related expenses

Changes in pension obligations, LsRb*

Other operating expenses

Total operating expenses

Operating result before depreciation, EBITDA .........cccceeeene.

DEPreCiation ...ccccvieeciieiiiiiriicrie ettt 10,11,33

Operating result before financial items.........cccoccovveeierienenns

Net financial ItemMS ......ooeeviiiinee e

Operating result before tax, adjustments and
effects of associated companies

Income tax

Value adjustment of investment properties .. 8,31
Share in associated companies' operating results ................ 12,29
IMINOFitY INTEIESES .oevvvviieiieeiieeseeerree et
OPErating reSUILS......eevieiieieceese et 44

Reykjavikurborg Financial Statements 2021

Reykjavik Municipal (Section A)

Reykjavik Group (Sections A and B)

2021 2021 2020 2021 2021 2020
Financial Budget with Financial Financial Budget with Financial
Statements Annexes Statements Statements Annexes Statements
110.501.161  104.215.475  102.775.287 109.819.197 103.525.456  102.127.039
8.761.951 7.656.192 8.031.222 8.761.951 7.656.192 8.031.222
23.003.307 22.710.178 17.861.446 84.017.515 84.025.548 76.011.220
142.266.419 134.581.844  128.667.956 202.598.663  195.207.195 186.169.481
85.880.728 81.099.583 76.349.060 99.466.329 95.418.925 89.825.295

(211.906) 3.500.000 3.316.618 (202.906) 3.500.000 3.347.116
52.563.871 54.138.925 48.955.525 61.495.585 66.193.023 60.083.947

138.232.694 138.738.508  128.621.203 160.759.009 165.111.948  153.256.358
4.033.725 (4.156.664 ) 46.753 41.839.654 30.095.248 32.913.123
(6.528.867) (6.402.461) (5.876.920) (21.052.234) (21.228.989) (20.125.000)
(2.495.142) (10.559.125) (5.830.168) 20.787.420 8.866.258 12.788.123
(1.354.457) (1.388.015) (13.119) (12.899.248) (9.603.118) (16.855.090)
(3.849.599) (11.947.140) (5.843.286) 7.888.172 (736.860) (4.066.967)
0 0 0 (4.168.956) (3.008.888) 63.173
0 0 0 20.521.219 1.129.922 1.773.543
0 0 0 (32.254) 0 (290.573)
0 0 0 (805.786) (686.514) (272.389)
(3.849.599) (11.947.140) (5.843.286) 23.402.394 (3.302.339) (2.793.213)

All amounts in ISK thousand



Statement of Financial Position 31 December 2021

Assets

Notes Reykjavik Municipal (Section A) Reykjavik Group (Sections A and B)

31.12.2021 31.12.2020 31.12.2021 31.12.2020
Financial Financial Financial Financial
Statements Statements Statements Statements
Fixed assets
INtaNGIDIE @SSELS ... 7,30 2.044.271 1.223.367 5.010.752 4.060.500
Fixed tangible assets: 8,10,11
REAI BSEALE ..ttt 31 134.340.046 126.229.613 158.788.230 149.740.298
UBITEIES oo 31 0 0 352.484.348 327.722.589
INVESTMENT PrOPEItIES ..ccuveeeiiie ettt 31 0 0 123.732.218 99.050.188
Road systems ........cccuenee. .. 31 28.973.357 24.829.305 29.420.701 25.294.716
Machinery and eqUIPMENT ....cocveiiiiieiieiieeeeete e 31 5.930.242 4.751.858 11.217.087 9.764.873
LEaSE PrOPEItieS ...ccviviiieiiiieiieieeeee s 32 5.034.105 5.534.792 6.703.370 7.199.429
174.277.749 161.345.569 682.345.953 618.772.093
Investments and long-term receivables:
Capital contributions and shares in coMpPanies ........cccccceecveveeneerieriiennnn. 12,38 13.893.257 12.636.016 5.278.285 10.906.010
Pre-paid costs 13 8.859.995 9.233.481 9.300.456 9.692.533
Derivative CONtracts ........ccvcviiiiiiiiiiniicii e 9 0 0 73.264 509.904
Deferred taX @SSEIS ...cccvveiiiiciriieeeccire ettt 20,48 0 0 3.812.930 6.675.003
Other long-term receivables ........coocviieiieiieeieeeceee e 14,15,40 903.126 1.895.218 1.097.335 2.115.165
23.656.378 23.764.715 19.562.270 29.898.615
Total fixed assets 199.978.398 186.333.650 706.918.975 652.731.208
Current assets
INVENTOTIES ...ttt e e et e e e e e e bar e e e e ebabeeessaantaees 16,41 0 0 1.690.650 1.658.508
Short-term receivables: 17,42
Unclaimed revenues and receivables .........cccocoeverineneninenencncecnee 17.634.471 13.229.684 24.034.299 19.774.810
Next year's paym. of own comp. long-term receivab. ........ccccoecverveneennee. 40 0 3.321.522 0 0
Next year's payment of other long-term receivables ..........ccccoecvevieneenns 40 686.596 302.076 779.724 406.764
Receivables from own companies .......ccccecevverieneeneenienienec e 340.375 294.580 25.611 15.602
Pre-paid COSES ..uviiuiiiiiriieiieie et et st te sttt et e st s sbe et beeaesnnesans 13 388.081 388.081 732.588 631.496
Embedded derivatives ...........ccooeiiiiiiiniiee 39 0 0 1.548.338 0
Derivative CONtracts ........cccocveiiiiiiiiiniinie e 9 0 0 17.036 45.399
Other receivables 42 2.176.026 3.599.651 9.737.971 4.318.903
Bank deposits and marketable securities .......c.cccocveverviencienieneeneee s 43 0 0 14.657.369 14.866.902
Cash and cash eqUIVAIENTS ......ceevvieiieecie e 18,43 15.276.111 8.110.912 30.423.739 26.318.982
Total current assets 36.501.660 29.246.505 83.647.325 68.037.367
Total assets 236.480.058 215.580.155 790.566.300 720.768.575
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Statement of Financial Position 31 December 2021

Equity and liabilities

Reykjavik Municipal (Section A) Reykjavik Group (Sections A and B)

Notes 31.12.2021 31.12.2020 31.12.2021 31.12.2020
Financial Financial Financial Financial
Statements Statements Statements Statements
Equity
EQUILY @CCOUNT e 44 91.894.777 91.823.088 369.004.546 325.268.859
MINOFItY INTEIEST ..eiiiiiiiiie et 0 0 14.259.431 12.525.975
Total equity 91.894.777 91.823.088 383.263.977 337.794.835
Obligations
Pension obligations 34.394.045 36.934.152 35.024.924 37.593.179
Deferred tax liabilites 0 0 17.256.418 14.943.963
Capital contributions from State ........ccceveeverienieneeeeee e 0 0 3.697.625 1.960.151
Other 0blIZAtIONS ....ccveiuieitieiicieeieeee e 0 0 69.047 242.335
Total obligations 34.394.045 36.934.152 56.048.014 54.739.627
Long-term liabilites
Long-term debts ......cocoviiiiiiii e 21,46 75.120.045 53.675.949 280.562.920 256.769.617
Current liabilities, OWN COMPANIES ......ovveriiriiieiieeiieieresee e 46 0 3.189 0 780
Lease [abilities .....c.covivieriiriiicceee e 22,47 9.961.099 10.330.342 11.536.136 11.892.725
Embedded derivatives in electricity contracts .. 9,39 0 0 931.389 4.907.730
Derivative contracts .......cccocvvviviiiiiniiiiinice . 9 0 0 332.279 571.981
Total long-term liabilitie 85.081.144 64.009.479 293.362.724 274.142.833
Current liabilities
Debts to credit iNStItULIONS .....c..coveiieieieicieeeeeee e 40.128 535.606 40.433 953.930
Accounts Payable ..o 5.326.413 5.637.810 10.082.642 10.311.061
Embedded derivatives in electricity contracts ..........ccccovveeveevieniienieeneenne 9,39 0 0 0 1.048.651
Next year's payments on long-term debts ......ccccceveeienienieneincnienienens 46 3.125.701 2.124.277 19.778.861 19.419.176
Next year's payments on current liabilities, own companies .................... 46 3.343 8.887 817 2.173
Next year's payments on lease liabilities .......c.cccoeeveeienienieneenencreee, a7 1.121.881 1.023.612 1.266.769 1.157.053
Pension obligations, ShOrt-term ........c.ccceceeienieeniineniece e 45 2.309.000 2.250.000 2.344.000 2.283.000
Accounts payable t0 OWN COMPANIES .....c.ervverieriieniieiiere e 554.575 727.835 101.800 136.044
PrepaymMents ....ooo oot e 87.060 114.972 1.950.979 656.260
Derivative contracts 9 0 0 1.584.188 846.690
Other PAYADIES ..c.eeiiiiiiieceeeeee ettt 12.541.992 10.390.437 20.741.094 17.277.242
Total current liabilities 25.110.092 22.813.436 57.891.584 54.091.281
Total liabilities and obligations 144.585.281 123.757.067 407.302.323 382.973.741
Total equity and liabilities 236.480.058 215.580.155 790.566.300 720.768.575
Obligations off the Statement of Financial Position .................cccccuereuue. 45,52
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Statement of Cash Flows for the year 2021

Notes
Cash flows from operating activities
Operating resUltS........ooveieierierirereeeneeeeee s
Adjustments not affecting cash flow:
Gain 0N SOId ASSELS ....oveveeeiriciiricirieerree e
DePreciation .....coieveereeriesieeieee e 33
Indexation, discounts and exch.rate differences 6
Embedded derivatives, change .........ccocoecvreeenvrcvenens 39
Value adjustment of investment properties ................ 31
Effect of own companies and minority interests .........
Changes in pension obligations .... 45
Changes in deferred taxes .. 48

Write-down, long-term assets

Write-down, government capital contribution ............
Working capital provided by operating activities

Changes in operating assets and liabilities:
Inventories decrease (iNCrease) .....oocovevevereeeseeenns
Current receivables (increase) decrease .........c.coeueuen.
Current liabilities (decrease) increase ........c.ccvceeeeenes
Contributions to pension payments .........cccoceevereeene 45
Prepaid contribution to Bru pension fund, changes ....
Change in operating assets and liabilities
Net cash provided by operating activities

Investment activities 24
Investments in fixed tangible assets .......c.ccocvveevrnnene 31

Investment in investment properties ....

Investments in intangible assets ..........ccccevererenennns 30
Paid road construction fees ... 31

Sales of building rights ....

Proceeds from sale of fixed tangible assets .
Change in shareholdings ........ccccoceeereniniiniicicnicnee,
Short-term investments ...........cccoceivicinciincincccnnne,
Restricted bank deposits

Long-term receivables, change ....

Investment activities

Financing activities

Capital contributions from state .......c.ccoceevervveiveriennenns
46
46
Payments on lease liabilities ..........cccceovevenenencncnenne 47

New long-term borrowings
Repayments of long-term liabilities ...

Derivative contracts paid ........c.cceceeeeeienenenincnenennes
Paid-in capital

Short-term borrowings, change

Dividends paid

Other financing activities .......c..ccccecveeerenenenenencnnns
Financing activities

(Decrease) Increase in cash and cash equivalents.

Cash and cash equivalents at beginning of year............
Effect of changes in proportion of holdings on cash......
Effect of currency fluctuations on cash
Cash and cash equivalents at year-end

18

Investment and financing activities without cash flow effect
NEeW 1825 @SSELS ..coveeirieiirierieeereeee e 32
New lease liabilites ........cocccveireireincrneeceeene 47

Reykjavikurborg Financial Statements 2021

Reykjavik Municipal (Section A)

Reykjavik Group (Sections A and B)

2021 2021 2020 2021 2021 2020
Financial Budget with Financial Financial Budget with Financial
statements annexes statements statements annexes statements
(3.849.599) (11.947.140) (5.843.286) 23.402.394 (3.302.339) (2.793.213)
(4.321.419) (4.109.614) (1.237.112) (4.115.959) (4.109.614) (1.589.183)
6.528.867 6.402.461 5.876.920 21.052.234 21.228.989 20.125.000
2.935.045 1.669.599 1.422.833 8.102.438 2.889.767 8.152.155
0 0 0 (4.101.758) (1.222.705) (722.948)
0 0 0 (20.521.219) (1.129.922) (1.773.543)
0 0 0 838.040 686.514 562.962
(211.906) 3.500.000 3.316.618 (202.739) 3.534.894 3.289.044
0 0 0 (42.106) 628.132 (62.293)
(712.297) (208.614) 1.556.186 (712.297) (208.614) 1.556.186
0 0 0 17.252 0 (5.861)
368.691 (4.693.308) 5.092.159 23.716.281 18.995.101 26.738.307
0 0 0 (32.075) 35.440 (82.488)
(3.960.144) (500.000) (3.303.233) (4.360.146) (295.454) (3.783.079)
1.492.206 342.159 1.832.165 4.192.049 314.269 2.213.280
(2.269.201) (2.000.000) (2.907.784) (2.304.516) (2.000.000) (2.941.267)
373.486 384.445 384.445 392.614 387.845 403.550
(4.363.653) (1.773.396) (3.994.408) (2.112.075) (1.557.900) (4.190.004)
(3.994.962) (6.466.704) 1.097.751 21.604.207 17.437.200 22.548.303

(17.105.648)

(25.971.000)

(14.176.895)

(35.830.050)

(48.717.987)

(32.251.944 )

0 0 0 (2.952.453) (4.915.180) (4.993.383)
(1.194.947)  (1.644.000) (513.514) (1.714.813)  (2.292.000) (1.212.736)
1.964.804 3.100.000 804.337 1.964.804 3.100.000 804.337
3.926.031 3.708.614 1.182.896 3.926.031 3.708.614 1.306.950
1.613.975 401.000 321.498 791.816 486.377 727.702
(1.257.240)  (2.697.039) (1.361.009) (271.339)  (1.726.477) (572.520)

44.388 0 (1.401.743) 1.001.280 0  (5.247.418)
0 0 0 0 0 (37.693)
4.531.256 3.852.096 6.324.891 1.252.309 623.300 (312.085)
(7.477.381) (19.250.330) (8.819.540) (31.832.414) (49.733.353) (41.788.790)
0 0 0 823.771 1.032.792 774.963
22.873.321  34.400.000 9.421.367 41.124.681  51.463.883  42.824.793
(2.750.660) (2.834.187) (1.826.451)  (25.027.190) (20.310.432) (18.959.492)
(1.052.709)  (1.036.800) (964.139) (1.116.383)  (1.036.800) (1.022.839)
0 0 0 0 (162.253) (37.743)
0 0 0 325 (125.197) 5.628
(495.479) 0 344.678 (1.265.517) 22.543 819.526
0 0 0 (258.440) (195.000) (193.915)
63.069 (0) 16.922 63.069 (0) (2.778)
18.637.543  30.529.013 6.992.377 14.344.315  30.689.536  24.208.142
7.165.199 4.811.980 (729.412) 4.116.107 (1.606.616)  4.967.656
8.110.912 1.314.436 8.840.324 26.318.982  17.211.812  21.125.297
459 163 (1.814)
0 0 0 (11.809) (548) 227.842
15.276.111 6.126.415 8.110.912 30.423.739  15.604.811  26.318.982
(143.944) 0 (941.326) (211.781) 0 (994.780)
143.944 0 941.326 211.781 0 994.780
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Notes

1. Information on the Municipality

Reykjavikurborg (the City of Reykjavik), the capital city of Iceland, is a municipality with a population of 135,681 as at 1 December 2021. The
municipality’s offices are located in Reykjavik City Hall.
The principles of administration and operation of local governments are provided for in the Local Government Act No. 138/2011.

2. Basis of preparation

The financial statements of Reykjavikurborg (the City of Reykjavik) include annual accounts for the operating units pertaining to Reykjavik
Municipal (Section A) and a consolidated statement for the City’s entire operations, Reykjavik Group (i.e. consolidated Sections A and B), as
stipulated in Article 60 of the Local Government Act No. 138/2011.

Reykjavik Municipal comprises activities which are partly or entirely funded by tax revenues. These include Adalsjédur (the City’s Operations
Fund) and Eignasjodur (Real Estate Fund). Section B comprise financially independent companies where the City holds 50% of the shares or
more. These companies are largely funded by income generated by the services they provide. The companies in Section B are Aflvaki hf.
(development/investment agency), Faxafléahafnir sf. (Associated Icelandic Ports), Félagshustadir hf. (Reykjavik Social Housing), ibrétta- og
syningahollin hf. (Sport and Exhibition Centre), Malbikunarstodin Hofdi hf. (Asphalt Station Hofdi), Jafnlaunastofa sf. (Equal Wage Office)
Orkuveita Reykjavikur (Reykjavik Energy), Slokkvilid hofudborgarsvaedisins bs. (Capital District Fire and Rescue Service), Sorpa bs. (Capital Area
Waste Disposal Company) and Straetd bs. (Metropolitan Bus Transportation Company) and Thjodarleikvangur ehf. (National stadium).

The financial statements have been prepared on the historical cost basis and comply with the Local Government Act, the Financial Statements
Act No. 3/2006, Regulation No. 696/2019 on the presentation and contents of financial statements and consolidated financial statements, and
Regulation No. 1212/2015 on the accounting, budgeting and financial statements of municipalities.

Included in the consolidated financial statements for Reykjavik Group are the financial statements of Orkuveita Reykjavikur and Félagsbustadir
hf., which have been prepared in accordance with International Financial Reporting Standards (IFRS). The most significant deviations from the
accounting policies for municipalities are:

- a part of fixed tangible assets has been restated at fair market value;

- embedded derivatives are stated at fair market value;

- shares in companies are stated at fair market value;

- other assets and liabilities are stated at fair market value.

The financial statements are largely based on the same accounting policies as the previous year.

Balances between Reykjavik Municipal entities and inter-unit transactions are eliminated in the financial statements for Reykjavik Municipal.
Balances between Section A and Section B entities and inter-unit transactions are eliminated in the consolidated financial statements. Balances
between operating entities and inter-unit transactions include real estate tax levies, rent collected by the Real Estate Fund and other inter-unit
transactions relating to purchases of goods and services. They also include interest calculated on balances and long-term liabilities resulting from
transfers of assets and investments.

3. Changes in accounting policies

The financial reporting of jointly owned municipal entities and partnership companies where the City of Reykjavik is a majority holder is in this
annual financial statement included in the condensed accounts of the City of Reykjavik based on the proportional liability of the City according
to Regulation 1212/2015, as amended by Regulation 230/2021. The amendments took effect as of 1 January 2021. Previously, the accounts of
these jointly owned municipal entities and partnerships were included fully in the condensed financial statements of the City of Reykjavik. The
change has no impact on financial results, but turnover figures are reduced. The impact on the condensed balance sheet is that total assets and
total liabilities are reduced, as the total assets and liabilities of these entities were included in full in the condensed balance sheet. Total equity
is reduced by the amount of the minority share in the equity of the subsidiaries of the above entities. Comparison figures have been changed
accordingly with the changed presentation.

Financial Financial Impact of amendment
Statements Statements of Regulation 1212
31.12.2020 31.12.2020
before the change after the change
Assets 730.430 720.769 -9.661
Equity account 325.412 325.269 -143
Minority interest 19.176 12.526 -6.650
Total liabilities and obligations 385.842 382.974 -2.868
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3. Changes in accounting policies, cont.

Software in Section A are categorised as intangible assets but previously formed a part of machinery and equipment. Estimates and comparison
figures have been changed accordingly. The book value of Section as at 31.12.2020 was 1,223 million ISK, see Note 30 for further information.

Accounting policies
4. Income recognition

Tax revenues are recognised on the date of levying, but balancing provisions are made for uncollected tax revenues. Tax revenues include
municipal income tax, property tax and contributions to and from the Municipal Equalisation Fund, in addition to other revenues which are
equivalent to taxes, such as plot rents.

Capital expenditure and collection of construction fees are recognised in the Income Statement as decrease in construction costs and are
recognised as a deduction from depreciation over the assets' anticipated useful life. Proceeds from sales of goods and services are generally

recognised in the Income Statement at the time that ownership and the right to claim have been transferred to the buyer. The same applies to
grants.

Accrued interest income is recognised in the Income Statement based on the principal of debt and the terms of interest-bearing claims.
Dividends are recognised in the Income Statement on the date of dividend declaration.

Profit or loss on the sale of fixed tangible assets is the calculated difference between their selling price and book value. The difference is
recognised in the Income Statement as operating revenues or expenses accordingly.
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Notes

5. Expense recognition

Expenses are recognised in the Income Statement at the time that they are incurred and the seller's right to claim has been established.

6. Indexation and exchange-rate criteria

Assets and liabilities which are indexed or denominated in foreign currency are recognised in the financial statements at the indexation or
exchange rate applying at year-end 2021. Accrued indexation and exchange-rate differences are recognised in the Income Statement.

7. Intangible assets

Geothermal rights are capitalised in the Statement of Financial Position as an intangible asset at their depreciated cost price. Geothermal rights
are separated from land on acquisition. Preparation costs are capitalised in the Statement of Financial Position as intangible assets if there is a
reasonable probability that the work will generate revenues later. Cost is expensed over the projected utilisation time. Other intangible assets
are assessed at cost value, net of accrued depreciation and impairment.

8. Capitalisation of fixed tangible assets

Fixed tangible assets, other than plots and land for which the municipality receives lease income, are recognised as assets at cost, net of
depreciation, based on their estimated useful life. The cost of operational assets consists of their purchasing price and the costs incurred from
their acquisition and improvements. Purchases of tools and equipment for Reykjavik Section A under ISK 2.5 million are expensed, with the
exception that equipment which is subject to compulsory registration is capitalised.

Leased assets are real estate that the municipality leases pursuant to lease agreements with a minimum term of three years and no option of
termination by the municipality within a year from their starting date.

The cost of a leased asset is regarded as its fair value on the date of the contract or the net present value of the minimum lease payments under
the lease agreement, if lower.

Plots and land for which the municipality receives lease income are entered at fair value or net present value of future revenues pursuant to the
current lease agreements, if lower. Plots and land are revalued on a regular basis. Revaluation of plots and land is recognised as equity.

The distribution and production systems of Orkuveita Reykjavikur and operational assets of Iprétta- og syningahéllin hf. are recognised at
restated value in the Statement of Financial Position for Reykjavik Group, which is their fair market value on the restatement date, net of any
additional depreciation from that time. Revaluation of these assets is undertaken on a regular basis. All increases in valuation are recognised as
equity. Depreciation of the restated value is recognised in the Income Statement.

Investment properties are properties owned by Félagsbustadir hf. with the object of generating rent revenue. Investment properties are
recognised at fair value in accordance with International Financial Reporting Standards (IFRS). The evaluation of investment properties is based
on the official real estate evaluation of the Icelandic National Registry. According to information from the National Registry, the official real
estate evaluation is fair value estimated in real estate market transactions. The evaluation is performed in May each year based on pricing in
February of the same year. The new evaluation comes into effect at the end of the year. The real estate evaluation covers both the buildings and
the plots and is divided into building evaluation and plot evaluation. The real estate evaluation is extrapolated based on the building cost index
until the end of the year. However, real estate valuation is adjusted take account of encumbrances on the assets. Changes in the evaluation of
investment properties are recognised under the item value adjustment of investment properties in the Income Statement. Investment
properties are not amortised.

9. Financial instruments

A financial instrument is categorised as a financial asset or liability at fair value in the Income Statement in the case of trading assets or trading
liabilities, or if they are recognised as financial instruments at fair value in the Income Statement at their initial entry in the accounts. Financial
assets and liabilities at fair value in Orkuveita Reykjavikur's Income Statement are recognised at fair value in the Statement of Financial Position.
Changes in fair value are recognised in the Income Statement.

Embedded derivatives are separated from the host contract and recognised separately if the economic characteristics and risks of the host
contract and the embedded derivative are not closely related, or if another instrument with the same provisions as the embedded derivative
would be defined as a derivative, and the mixed contract is not recognised at fair value in the income statement. Orkuveita Reykjavikur uses
derivatives to hedge against currency, interest and aluminium price risk. Derivative contracts are recognised at fair value in the Statement of
Financial Position, and changes in fair value are recognised in the Income Statement.
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Notes

10. Depreciation of fixed tangible assets, other than leased assets

Depreciation is calculated as a fixed percentage based on the estimated useful life of the asset until scrap value is reached. In general, scrap
value corresponds to one-year's depreciation, not exceeding 10% of the original price. Plots and land from which the municipality generates
lease revenue are not depreciated. The estimated useful life of fixed assets is as follows:

General purpose buildings, OffiCeS ANA SCROOIS...........cc.vivivieeeiceeeeetee ettt sesse s se st esassssssssesssesssasessseesaseees 25-50 years
Other buildings.. 25-50 years

Plots and land for planning.. 25 years
Road system. 25 years
Orkuveita Reykjavikur, diStriDULION SYSEEMS. .........c.cvveieeeceeeitereeeseee et seescsesesesete st st es s s s ssseaeaesesesesesssesesasssassssstssesesesessas srnaes 9-90 years
Orkuveita ReykjaviKur, ProdUCTION SYSTEMS. ........ccuevieeriieceeeeeeesseieeeesseeesesessesesessessesssssssessessesesessssssessssssessssesasassesnessesssssassees 7-60 years
Orkuveita Reykjavikur, BEOTNErMal FIGRTS. ..........civuiviveeeeeieeeeeeee et ses et ese s s st s sasseseses e ss et esssasssssessnsessssseesssesssanes 100 years
Vehicles, Machinery @anNd @QUIPIMENT..........c.cvviueeeeeeeeeee ettt s eseesessessessssesessssesesssssessesasesssssssssesssssssstessses sessassssasessneees 3-25 years

11. Depreciation of leased assets

The depreciation of leased assets is calculated as a fixed percentage based on lease period or estimated useful life, if shorter. If it is known that
the municipality will acquire the leased asset at the end of the lease period, the useful life of the asset in question is used. The estimated useful
life of leased assets is as follows:

REAI ESTALE.....uvuveceeieessceicteee s ettt a et s st a e s s st e s e s e s e s e s e e A bbbt a Rt A b A s e s e st e s e s st st s st ne s st e 2-26 years
LANG. e ettt s e e see s e e s e s s s s e s e s s s s e s e st s s b e s s s e s e s e s e e e b e R A A s bt a e et a bbb At A bt st s e s s e st st n et s s 10-99 years

12. Capital contributions and shares in companies

Capital contributions in accordance with Act No. 52/2016 on general apartments, which municipalities are permitted to allocate for the
construction and purchase of general apartments in order to encourage the supply of affordable rental apartments, are capitalised at cost, if
reimbursement has been required. If reimbursement is not required, they are expensed at payment date.

In the financial statements of Reykjavik Municipal, shares in companies, jointly owned municipal agencies and own enterprises are entered at
cost, although the book value at year-end 2001 remains unchanged in the financial statements. The financial statements of Reykjavik Municipal
focus primarily on the use of tax revenues, and therefore shares in the results of other companies are not recognised. Contributions from
Reykjavik Municipal to the operations of jointly owned B operations companies constitute part of the cost of the respective segments of
Reykjavik Municipal.

In the consolidated financial statements of Reykjavik Group, shares in associated companies are recognised according to the equity method. The
equity method entails that the City’s share in the results and equity of associated companies is recognised in the financial statements. The fair
value of shares categorised as financial assets for sale is determined through recognised evaluation methods, except in cases where the price in
recent transactions is used as a reference. Other equity shares are recognised at cost.

The write-down of shares in companies that have suffered impairment is calculated and entered in the annual financial statement following
assessment.

13. Pre-paid cost
Pre-paid cost due to settlement with Bri Pension Fund, cf. Act No. 127/2016, is divided into supplementary pension fund, which is expensed

over 30 years, and contribution to prudential fund, which is expensed over 20 years, from the 1st of July 2017.

14. Long-term receivables

Long-term receivables are recognised in the Statement of Financial Position in accordance with their credit terms, less a provision for losses.
Current maturities and payments in arrears are recognised among current assets in the Statement of Financial Position.

15. Provision for losses

Long-term receivables, outstanding tax revenue and other short-term receivables have been evaluated with regard to risk of loss and a provision
is made in the financial statements with an indirect depreciation. This provision does not represent a final write-off but a reserve is created to
meet possible losses. Changes in the provision based on actual losses during the year are recognised in the Income Statement.
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Notes

16. Inventories
Inventories are valued at cost price or day trade price, if lower.

17. Short-term receivables
Short-term receivables are recognised at nominal value, less exchange rate difference and accrued interest in the case of interest-bearing
receivables. A provision has been made to meet possible losses.

18. Cash and cash equivalents
Cash and cash equivalents consist of cash, demand deposits with banks and market securities.

19. Obligations
Pension obligations for the benefit of the City's employees are recognised as a long-term liability in the Balance Sheet based on actuarial
assessment. Changes in the liability during the year are recognised in the Income Statement. Projected next year's payments due to pension
obligations are recognised among short term liabilities. See furtner note 45.

20. Deferred income tax liability and assets
The deferred income tax liability and assets of entities in Section B which are subject to income tax have been calculated and recognised in the
financial statements. The calculation is based on the temporary difference between the tax return on the one hand, and the financial
statements, on the other hand. This difference is due to the fact that tax assessments are based on rules which differ from those governing
financial statements.
Calculation of deferred tax assets and liabilities is based on the expected tax rate in effect when temporary differences are to be reversed, based
on the legislation in effect at the reporting date.
According to the current tax legislation, transferable tax losses can be used against taxable revenues 10 years from their formation. The
application of transferable tax loss has been assessed and calculations have been made regarding taxable revenues for the next few years. The
income tax balance for transferable loss is recognised to the extent that it is believed to be of use.

21. Long-term liabilities
Long-term liabilities are recognised in the Statement of Financial Position at year-end in accordance with the applicable credit terms. Next year's
instalments are recognised as short-term liabilities.

22. Lease debts
At the original recognition of an obligation relating to lease agreements, the lease debt is entered at the fair value of the leased asset or the net
present value of the lease agreement, if lower. Minimum lease payments are divided into interest costs and instalments on the balance of debts.
The interest costs are spread over the lease period based on effective interest.
Minimum lease payments are the payments that a lessee is required to pay during the contract term, excluding conditional rent, as well as
maintenance, service costs, insurance and taxes, which are paid by the lessor.
Calculation of the net present value of minimum lease payments is based on the lessor’s required rate of return when it can be determined; if
not, the net present value is based on the credit terms of the municipality for new capital at the date of the contract.

23. Budget

The budget with annexes is a part of the financial statements and is included in the Income Statement, the Statement of Cash Flows and the
Notes.

24. Statement of Cash Flows

Investments affecting net cash are recognised among investment activities in the Statement of Cash Flows.
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Notes

25. Operating revenue

Operating revenue is specified as follows: Section A Section A and B
2021 2021 2021 2021
Financial Budget with Financial Financial
Statements Annexes Statements Statements

Tax revenues
Municipal income tax:

Paid municipal iNnCOME taX ......c.ocevvveeiieieenireniicincnceeas 95.883.499 89.715.665 95.883.499 89.715.665
Share of Municipal Equalisation Fund in income tax .............. (5.347.196) (4.757.649) (5.347.196) (4.757.649)
Share of Mun.Eqg.Fund in tax relating to the disabled ............ (6.874.966 ) (6.116.977) (6.874.966 ) (6.116.977)
83.661.337 78.841.039 83.661.337 78.841.039
Postpaid municipal iNCOME taX .....coceverirenerinenerenesenenene 6.415.560 2.938.899 6.415.560 2.938.899
TaX CNANEES .ottt (683.204) 0 (683.204) 0
Amortisation of taX rEVENUES ........cevvereeeeirieieieieveeeiene (726.169) 0 (726.169) 0
Changes to WIite-0ffS .....cccevvivieririiiereeesereseere e ( 550.000 ) 0 (550.000) 0
88.117.525 81.779.938 88.117.525 81.779.938
Property tax
Property taX .....coceeveeeeniieninieniniciineeeeeree s 20.538.817 20.586.886 19.918.870 19.958.268
PIOt FENT ... 1.839.819 1.848.651 1.777.802 1.787.250
Write-off/depreciation of property tax revenues, change 5.000 0 5.000 0
22.383.636 22.435.537 21.701.672 21.745.517
Total taX rEVENUES......c.ocveviieieiirciicre s 110.501.161 104.215.475 109.819.197 103.525.456
Contributions from Municipal Equalisation Fund
Contribution for the disabled ..........c.cccoviiiniinicnicnicee 6.793.960 5.725.632 6.793.960 5.725.632
Municipal Equalisation Fund, other contributions .................. 1.967.991 1.930.560 1.967.991 1.930.560
8.761.951 7.656.192 8.761.951 7.656.192
Other income
Fees for services provided ........ccoeveeeverieenineneneseeeeeeens 11.304.804 10.974.946 21.104.676 20.415.843
Income from assets .... 25.771.955 25.663.197 27.313.105 26.726.364
Other repayments .. 6.494.029 4.939.071 10.105.376 8.400.524
Other income 3.053.129 2.633.769 59.684.697 58.128.453
Sales of building rights ........ccccceceeiiiicnicincce, 3.926.031 3.708.614 3.926.031 3.708.614
Gain from sale of assets .......ccccvevivciniiniciicce 395.388 401.000 189.928 401.000
Inter-unit transactions eliminated .........ccvevvevenenenrenenenenne (27.942.029) (25.610.419) (38.306.298) (33.755.250)
23.003.307 22.710.178 84.017.515 84.025.548
Total operating revenue 142.266.419 134.581.844 202.598.663 195.207.195
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26.

27.

28.

otes

Wage cost and wage-related expenses

Operating revenue is itemised as follows:

Changes in accrued vacation obligations

Capitalised and refunded wages

Wages and wage related exp. less charged pens. contrib. .....
Changes in pension obligations LSRb .......c.ccccceevinviiiinieneenen.
Total wage cost and wage-related expenses ........c.ccccceeveeeuens

Average full-time equivalent positions .........c.cccceceveriereeernenne.

The salaries of the City of Reykjavik's senior management are itemised in note 58.

Financial income and financial expenses

Financial income and (expenses) are specified as follows:

Dividends ON EQUILY SRHATES  ..c.viuieiiiirieice et b sttt sttt b e st et sae b eneen
Profit from sale of holdings iN COMPANIES ....cveieiririeiiierce e
RiSK Charge fOr GUArANTEES ..o.civieeriiieieiet sttt ettt ettt b et besb et et e s e ebenaebenes

Interest income and indexation
Interest expenses and indexation
Financial income tax

HEAZE CONTIACES .ottt ettt ettt ettt b e st e stk s b e b et ese e b e s b et e st e st ebesa et e e ebesae et aenenbenne

Exchange rate difference
Changes in fair value

Total financial iINCOME aNd (EXPENSES)  .eveuririeieriirieieiieterieste ettt sttt sttt e e b sbe e e e eneebenaens

Municipal Fund

Tax revenue .......

Department of Finance and Risk Managment ........ccccceeveuea.
Contribution to B operation companies .........cccceccevveeveenennns
Department of Sports and Leisure

Department of Culture and Tourism

Department of Human Resources

Department of Education and Recreation .........cccoceeevvereenne
Central administration offices ......c..ccocvreernncnenneicnreeene
Department of Environment and Planning .......cccoceeevveeenene
Department of Welfare .........

Department of Service and Innovation

Joint expenses

Financial income and financial eXpenses .......ccccccevevesereenne
Municipal Fund total
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Section A Section A and B
2021 2021 2021 2021
Budget with Financial
Statements Annexes Statements Annexes
69.290.654 65.868.066 81.226.520 79.241.281
16.250.083 15.022.058 19.049.309 15.950.050
85.540.737 80.890.123 100.275.829 95.191.331
1.342.910 511.474 1.358.803 529.609
(1.002.918) (302.015) (2.168.303) (302.015)
85.880.728 81.099.583 99.466.329 95.418.925
(211.906) 3.500.000 (202.906 ) 3.500.000
85.668.823 84.599.583 99.263.424 98.918.925
8.401 9.721
Section A Section A and B
3.820.145 121.735
42.778 47.856
493.084 (36.835)
619.184 825.686
(6.025.172) (20.161.749)
(304.338) (308.070)
0 (1.408.740)
(137) 1.738.533
0 6.282.336
(1.354.457) (12.899.248)
2021
Finanacial Statements Budget with
2021 Annexes
Expenses Revenues Balance Net
121.392.989 (121.392.989) (113.959.758)
1.397.806 59.080 1.338.726 1.373.559
3.863.928 0 3.863.928 3.920.577
11.198.518 1.756.740 9.441.778 9.492.689
6.224.305 302.700 5.921.605 5.937.755
380.530 39.423 341.107 348.553
68.490.246 4.789.035 63.701.212 60.244.705
1.772.216 111.827 1.660.389 1.728.423
14.875.344 4.257.493 10.617.851 10.352.314
42.985.331 7.637.827 35.347.504 35.935.261
4.085.177 1.592.848 2.492.330 2.486.422
4.673.601 128.126 4.545.474 7.857.983
159.947.002 142.068.089 17.878.913 25.718.484
417.251 8.423.922 (8.006.671) (6.048.289 )
160.364.253 150.492.011 9.872.242 19.670.195
17
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28. Municipal Fund, continued:

2021
Finanacial Statements Budget with
2021 Annexes
Expenses Revenues Balance Net
Reykjavik Municipal (Section A) organisations
Real Estate Fund 24.289.624 30.312.268 (6.022.643) (7.723.055)
Internal transactions in A operation .. . (33.866.755) (33.866.755) 0
Section A total 150.787.123 146.937.524 3.849.599 11.947.140
Section B companies
Aflvaki hf. 18 0 18 19
Faxafléahafnir sf. .. 2.495.632 3.138.750 (643.118) (34.143)
Félagsbustadir hf. ..., 6.280.938 24.771.988 (18.491.050) (870.563)
iprétta- og syningahollin hf. ....c.cevevecveveeieeee e 634.892 695.931 (61.039) 45,153
Jafnlaunastofa sf. 257 0 257 0
Malbikunarstédin Hofdi hf. 1.167.350 1.181.411 (14.061) (12.690)
Orkuveita Reykjavikur .......coeoiveivinreiineiiniiinnciciecnenens 40.149.855 52.193.652 (12.043.796) (10.974.865)
SIokkvilid hofudborgarsvaedisins bs. .....cvceevevvevieeninineninns 2.103.018 2.312.897 (209.879) (733)
Sorpa bs. ... 2.402.405 2.589.007 (186.602) (123.335)
Streetd bs. 5.100.502 4.852.810 247.692 (165.158)
bjodarleikvangur ehf. .. 10.155 4.890 5.265 0
60.345.023 91.741.336 (31.396.313) (12.136.314)
Share in associated companies' results . 0 (32.254) 32.254 0
Minority interest ... . 0 (805.786) 805.786 687
Section B total 60.345.023 90.903.296 (30.558.274) (11.449.800)
Internal transactions in SECioN B ..c.covevvevierenerienenienenennens (11.068.534) (14.374.814) 3.306.280 2.805.000
Reykjavik Group (Section A and B) total 200.063.612 223.466.006 (23.402.394) 3.302.340

The results of financial income and expenses of Reykjavik Group organisations and section B companies are recognised as income or
expenses, as applicable.

29. Share in the results of associated companies

Shares in the results of associated companies are itemised as follows: Section Aand B
IMIINJAVEING . ettt b et bt h ettt h et h et e b e s e e b e st b e h s e e st sE e bt e e eb £k eb et eb et e b en e sa et e b e n e et e bt et eb e s ebe e eben (28.351)
Orkuveita Reykjavikur - associated companies . (3.967)
Sorpa - associated company ... 64
(32.254)
30. Intangible assets
Intangible assets are itemised as follows: Section A Section Aand B
Total value
Balance at the beginning of the YEar ..o 3.067.044 8.158.145
Additions dUING the YEAI .....ceiiiiiie et s 1.194.947 1.717.509
Re-CaAtEGOIISAtION OF @SSELS  ...viuitiuiiteuirieiiit ettt sttt b et b b n b e b e eaas 0 (126.916)
Sold or disposed of dUMNG TN YEAI .......cceiiuiirieiireiee ettt (837.209) (837.209)
3.424.781 8.911.528
Depreciations
Opening balance 1.843.677 4.097.644
Depreciations during the year .. 374.043 767.257
Re-CatEGOTISAtION OF @SSELS  ....iuitiuiiteiriee ettt ettt bbbttt e et b et b e b b e eaas 0 (126.916)
Sold or disposed of dUMNG The YA ........c.ciiieiriierireieec ettt (837.209) (837.209)
1.380.510 3.900.776
BOOK VAU @t YRAI-ENT ...ttt s a e e e st 2.044.271 5.010.752
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31. Fixed tangible assets
Section A are itemised as follows:
Total value

Balance at the beginning of the year
Re-classification of assets

Revaluation of plots and land at year-end

Additions during the year

Road construction fees .........cceevvviveiniienneninine

Sold or disposed of during the year

Balance at year-end .......cocecevevinenenineneneeesenne

Depreciations
Balance at the beginning of the year
Depreciations during the year

Sold or disposed of during the year ...
Balance at year-end .......cococevvevineneninenenesesenne

Book value at year-end ......ccoceverinienienenieneneenen

Depreciation rate .......cccecverveeviieiieniicniecceeieee

Section A and B are specified as follows:

Total value
Balance at the beginning of the year

Effect of holding changes in jointly owned entities

Re-classification of assets

Revaluation ..o

Additions during the year ..
Translation difference .
Road construction fees ...
Sold or disposed of during the year

Balance at year-end .......cococevevineneninenenesesenns

Depreciations
Balance at the beginning of the year

Effect of holding changes in jointly owned entities

Re-categorisation of assets ...
Revaluation

Depreciations during the year ........ccceevvevievevnennenns
Translation difference .......cccccovevniinniinniienees
Sold or disposed of during the year ...

Balance at year-end ...

Book value at year-end ......ccoceverinienienenienienenenen

Depreciation rate ...

Section A
Real estate Road system Machinery and Total
equipment
187.601.758 32.497.764 10.474.660 230.574.182
(27.135) 1.126.651 0 1.099.516
3.921.287 0 0 3.921.287
8.648.769 6.342.406 2.114.472 17.105.648
0 (1.964.804 ) 0 (1.964.804 )
(1.306.269 ) 0 (18.161) (1.324.430)
198.838.411 38.002.017 12.570.971 249.411.399
61.372.145 7.668.458 5.722.802 74.763.406
3.216.103 1.360.202 933.888 5.510.193
(89.882) 0 (15.961) (105.843)
64.498.366 9.028.660 6.640.729 80.167.755
134.340.046 28.973.357 5.930.242 169.243.644
2% - 13% 4% 5% - 25%
Section A and B
Real estate Utilities Road system, Total
mach. & equipm.
227.741.693 639.524.652 55.010.938 922.277.283
6.988 0 5.184 12.173
(1.315.189) (175.801) 1.151.926 (339.063)
3.847.457 40.414.598 0 44.262.054
10.635.070 16.026.481 9.569.431 36.230.982
0 3.152.458 0 3.152.458
0 0 (1.964.804) (1.964.804 )
(168.324) 0 (280.631) (448.956)
240.747.695 698.942.389 63.492.044 1.003.182.127
78.001.395 311.802.064 19.951.349 409.754.807
1.421 0 3.024 4.445
(204.263) (149.681) (877) (354.821)
0 21.902.018 0 21.902.018
4.179.462 12.220.189 3.141.979 19.541.630
0 683.451 0 683.451
(18.549) 0 (241.218) (259.767)
81.959.465 346.458.041 22.854.257 451.271.763
158.788.230 352.484.348 40.637.787 551.910.365
2% - 33% 1% - 14% 4% - 33,3%

In 2020 the City of Reykjavik paid a total of 1,127 million ISK to Betri samgongur ohf. (Capital Area Transport) in accordance with an agreement
between the State, City of Reykjavik, Képavogsbaer, Hafnarfjardarkaupstadur, Gardabaer, Moslfellsbzer and Seltjarnarnesbaer on transport in the
metropolitan area of the capital. An insignificant part of the figure was paid as paid-in share capital, see Note 38; a total of about 1,127 million
ISK were captialised as transport infrastructure under fixed assets in 2021.

Mortgages:

The properties of Félagsbustadir hf. are mortgaged to secure the balance of debts amounting to ISK 21,782 million at year-end. In addition, the
company has signed two bonds with its commercial bank in the aggregate amount of I1SK 2,620 million, which are also secured by a mortgage on
the company’s properties. A long-term loan to Félagsbustadir hf. guaranteed by Reykjavikurborg amounted to ISK 29,745 million at the end of
the year. The debts of iprétta- og syningarhéllin hf. (Sports and Exhibition Hall ) in the amount of ISK 2,136 million are secured by a mortgage on
the company’s property and a lease contract with the City of Reykjavik.
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31. Fixed tangible assets, continued:

Investment properties are itemised as follows:

Section A Section A and B

Total amount

Balance at the beginning of the year .. 0 99.050.188
Revaluation during the year ... 0 21.058.519
Additions during the year 0 2.952.453
Re-classification of assets 0 1.083.758
SOl AUFING the YEAI .ottt st st 0 (412.700)
BalanCe @t YEAr-8N0 ..o et e 0 123.732.218

The presentation of Félagsbustadir hf. in the consolidated financial statements is based on fair value measurement. Valuation changes resulting
from fair value measurements are recognised in the Income Statement.

Orkuveita Reykjavikur performs a special re-evaluation of its production systems and the re-evaluation extends to assets used for the
production of electricity, hot water and cold water. The fair value of production assets is determined by the depreciated and restated cost
price. This entails that changes in the building cost of similar assets are assessed and both the cost price and accumulated depreciation are re-
assessed in accordance with those changes. The same method is applied in determining the fair value of Orkuveita Reykjavikur's distribution
systems, which have been subject to a special re-evaluation. Re-evaluated distribution systems are used for operations that require special
permits, and the income limit is primarily based on changes in the building cost index. This is taken into consideration when determining fair
value.

The permanent fixed assets of iprétta- og syningahéllin hf. are recognised at the re-evaluated cost price, net of depreciation.

32. Leased properties
Leased properties are specified as follows: Section A Section A and B
Balance at the beginning of the Year ... 12.160.962 14.056.276
Additions during the year . 143.944 211.781
Indexation 0 44.370
12.304.907 14.312.427
Depreciation at the beginning of the YEar ... 6.626.170 6.856.848
Depreciation during the YEar ... s 644.632 752.210
7.270.802 7.609.058
BOOK ValU@ @t YEAI-ENT ..ottt bbb 5.034.105 6.703.370
DePreciation rate ... s 4% -17% 1% - 50%
33. Depreciation and impairment
Depreciation and impairment in the income statement are specified as follows: Section A Section Aand B
Depreciation of fixed tangible assets, SEe NOLE 3L ........ccciriieirieieirireeer e 5.510.193 19.541.630
Depreciation of intangible assets, SEE NOTE 30 .......cccvueiirirueiririeereeteerre et 374.043 767.257
Depreciation of [eased properties, SEE NOTE 32 ......cccvueiiririeriririeersieere et 644.632 752.210
Depreciation dUriNg the YEAr .....c..ceciiiiiicieee ettt s 6.528.867 21.061.096
Recognised in the income statement .. 6.528.867 21.052.234
Recognised as a reduction of obligations .. 0 8.862
6.528.867 21.061.096
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34. Investments in fixed tangible assets

Investments of section A during the year are itemised as follows:

Intangible assets:
Software ...........

Property, machinery and equipment:

Culture

Intangible assets total

Education ...

Sports and leisure ..............

Social Services ..........

Bilastaedasjodur (Reykjavik Parking Services) ............

Other properties ......cccceceveeeereenenreeseeeseeeeneean

Reimbursed Value-added Tax .....cccoevvieeninennencneeene

Machinery and equipment .............

Building plots, land and planning properties .............

Renovation and major maintenance of buildings ...............

R0OAd CONSIUCLION ..ot
Road construction fees over the year .......cccocevevveveeverivnnenns

Road construction fees over the year ..................

Road system total

Total capitalised investment

Gross investment section A

Investments of section B during the year are itemised as follows:

Faxafléahafnir sf.
Félagsbustadir hf. ....
Orkuveita Reykjavikur .

SIokkvilid hofudborgarsvaedisins bs. ...coevveeveveneivceerienen
SO DS v

Sorpa bs

Other section B companies ..

Inter-unit transactions eliminated ........ccccecevevnviiiiiennns

Total investment of Reykjavik Group in fixed tangible assets during the year ......ccccevvvevenenvienicninnenns

35. Selling price of building rights, plots and road construction fees are itemised as follows:

Selling price of fixed assets:

Road construction fees section A
Sold building rights section A .............

Selling price of fixed assets:

Selling price of fixed assets of section A ..............

Selling price of fixed assets of section B ...........

Inter-unit transactions eliminated
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2021 2021
Financial Budget with
Statements annexes
1.194.947 1.664.000
1.194.947 1.664.000
483.427 903.000
3.543.159 6.655.000
4.468.259 5.150.000
170.069 767.000
86.074 0
88.918 440.000
0 (1.000.000 )
1.381.415 2.050.000
118.860 219.000
211.273 380.000
10.551.454 15.564.000
6.554.194 10.387.000
(1.964.804 ) (3.100.000 )

4.589.389 7.287.000
16.335.791 24.515.000
1.964.804 3.100.000
18.300.595 27.615.000
233.774 736.662
4.435.620 4.915.180
18.118.414 21.176.416
14.462 69.378
152.714 394.835
225.126 421.921
490.910 595.775
23.671.021 28.310.167
(1.474.300) 0
40.497.316 55.925.167

2021 2021

Financial Budget with
Statements annexes

1.964.804 3.100.000
3.926.031 3.708.614
5.890.835 6.808.614
1.613.975 401.000
652.141 85.377
(1.474.300) 0
791.816 486.377
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36.

37.

38.

Official value and insurance value of buildings

Fire insurance valuation, the official property valuation and book value of real estate are
itemised as follows at year-end 2021:

Official property valuation of BUIldINGS ....cceeviririeiricee e
Official property valuation Of PIOLS ..c..ccevirirenirirerree e
Fire inSUrance Valuation ......cccccceiicniiiinicicceee et
BOOK VAIUE ..ttt e
Book value of INVESEMENT PrOPEILY  ..c.eeviririieieieietee ettt ettt st see b e

Section A

121.503.859
32.889.065
210.181.401
134.340.046
0

Section Aand B

173.108.911

65.061.558
275.387.118
158.788.230
123.732.218

Fire insurance valuation, official property value and book value of properties owned by jointly owned companies are based on the liability

share of the City of Reykjavik at year-end 2021.

Insurance value of liquid assets

According to a resolution of the City Council, liquid assets of section A are not specifically insured, except in the case of statutory liability
insurance. The insurance value of liquid assets of Section B amounted to ISK 460,640 million at year end 2021 based on the liability share of the

City of Reykjavik in jointly owned entities.

Shares in companies
Shares in companies are itemised as follows: Share in
Subsidiaries A-op. A&B op.
Aflvaki hf. 54.5% 95.7%
Félagsbustadir hf. 100.0%  100.0%
{prétta- og syningahollin hf. . 50.0%  50.0%
JafnlauN@stofa Sf. ... 50.0% 50.0%
Malbikunarst6din Hofdi hf. 99.0% 100.0%
Slokkvilid hofudborgarsvaedisins bs. 60.8% 60.8%
Sorpa bs. 59.0% 59.0%
Straetd bs. 60.3% 60.3%
Orkuveita Reykjavikur . 93.5% 93.5%
Faxafléahafnir sf. 75.6%  75.6%
PjOGarleikvangur €hf. ..o e 50.0%  50.0%
Subsidiaries total
Associated companies
Betri samgongur ohf. 14.1% 14.1%
Harpa tonlistar- og radstefnuhus ohf. v 46.0% 46.0%
SIHUS BNF. e 46.0% 46.0%
Minjavernd hf. 38.3% 38.3%
Metan hf. 100.0%
islensk Nyorka 29.46%
NEtorka hf. oo 38.41%
Orkuskolinn REYST hf. oo 45.0%
Associated companies total
Other companies
Lanasjodur sveitarfélaga ohf. 17.47% 17.47%
Galantaterm 3.8%
KT ettt ettt ettt et e e a e e be e te e aeenaeete et 12.1%
Landskerfi bokasafna hf. 20.60% 20.60%
Rekstrarfélagid Staedi ehf. . 22.97% 22.97%
DIMIM LQUSNIE @NF. oo 13.41%
Visindagardar Haskdla [S1ands €hf. ........ccoccueiecveeeeieeiecieeseeseseseseeeesse e 5.44%  5.44%
Halakot ehf. 100.0%
Vatnsveita Hvalfjardarsveitar sf. 50.0%
bréounarfélag Grundatanga ehf. ......cccooeoiiieieccee e 16.67% 33.33%

Other COMPANIES  ...ciiuiiiiiiieriiereeette ettt e sttt ettt et et eesaeesae et e e te e s e e aeestesnsesneean
Other companies total

Capital contributions
Bjarg ibUGafélag NSES. ......cvccveieieieieecee ettt nan
Brynja, hussjédur Oryrkjabandalags (slands ..

Arnran ibudarfélag hses .
Félagsbustadir hf. ............. .
StAKKATIG RSES. et
Andrastadir hses

Leigufélag aldradra hses.
Byggingarfélag NaAmSsmanna SES .....cccceeeeeeieiiieeeteee ettt eneens

Total shares
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Section A Section Aand B
Book value Book value

4.363
3.240.267
50.000
500
190.575
1.027.526
1.361.109
514.504
0
59.111
5.882
6.453.837

563 563

788.085 0

1.885 1.885

107.839 92.887

11.981

32.758

44.411

3.753

898.372 188.239

1.547.831 1.547.831

13.082

18.500

29.524 29.524

919 919

23.898

11.688 11.688

1.511

57.030

750 1.317

40 537

1.590.751 1.705.836

2.332.290 2.332.290

248.580 248.580

50.210 50.210

1.566.088 0

343.912 343.912

27.992 27.992

203.714 203.714

177.511 177.511

4.950.297 3.384.209

13.893.257 5.278.284

All amounts in ISK thousand
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39. Embedded derivatives
At the accounting date Orkuveita Reykjavikur had two aluminum-linked electricity sales contracts in effect: one with Nordural relating to the
aluminium smelter at Grundartangi and a second with Nordural Helguvik relating to Helguvik. As regards the agreement with Nordural Helguvik,
delivery has begun in part through delivery to Grundartangi. These power sale agreements are made in USD, with the power price linked to the
world market price of aluminium. Revenue from power sales agreements linked to aluminum prices accounted for 16.1% of Orkuveita Reykjavikur
total revenue in 2021.
In order to reduce the aluminium price risk, Orkuveita Reykjavikur has entered into derivative agreements to reduce fluctuations in revenues
linked to aluminium prices. The risk management department of Orkuveita Reykjavikur is authorised to hedge the aluminium price risk and
minimum/maximum defense ratios have been approved for the next 5 financial years. At the accounting date the hedging amounted to 89% of the
estimated sales linked to the price of aluminium for the next 12 months.
Power sale agreements linked to aluminium prices entail embedded derivatives, as their revenues are subject to future changes in the world
market price of aluminium. In accordance with the provisions of international financial reporting standards regarding financial instruments, the fair
value of embedded derivatives concerning Grundartangi, and partially concerning Helguvik, has been evaluated and recognised in the financial
statements.
Embedded derivatives in power sale agreements that are recognised in the financial statements are recorded as assets or liabilities in the balance
sheet at fair value on the accounting date, and the changes to the fair value over the year are recognised in the income statement as income and
expenses on financial assets and financial liabilities.

Fair value of embedded derivatives in electricity sales contracts is itemised as follows: 2021 2020

Fair value of embedded derivatives in electricity sales contracts at the beginning of the year ............. (5.956.381) (6.679.329)
Fair value changes during the YEar ...ttt 6.573.330 722.948
Fair value of embedded derivatives in electricity sales contracts at the end of the year (liability) 616.949 (5.956.381)
The allocation of embedded derivatives in electricity sales contracts is itemised as follows:
Non-current embedded derivatives (liability) . (931.389) (4.907.730)
Current embedded derivatives assets .. 1.548.338 (1.048.651)
Total embedded derivatives 616.949 (5.956.381)
40. Long-term receivables
Long-term receivables are itemised as follows:
Indexed Non-indexed Total
Long-term receivables from own companies
Balance at the beginning of the year . 3.321.522 0 3.321.522
Payment over the year (3.325.369) 0 (3.325.369)
INAEXALION .t 3.847 0 3.847
0 0 0
Indexed Non-indexed Total
Other long-term receivables (section A)
Balance at the beginning of the year ... 321.400 7.880.826 8.202.226
Re-classification of assets .. 0 (127.008) (127.008)
New loans 0 1.369.898 1.369.898
PAYMENTS oot (200.711) (2.375.074) (2.575.785)
INAEXALION .t 13.026 0 13.026
133.715 6.748.642 6.882.357
Provision fOr [OSSES ......ccciiiiiriiiiiiniiiictrcece e 0 (5.292.635) (5.292.635)
133.715 1.456.007 1.589.722
Next year's payments on long-term receivables ........cccccviennenniiiniinienicnines (44.572) (642.025) (686.596 )
89.144 813.983 903.126
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40. Long-term receivables, continued:

Indexed Non-indexed Total
Other long-term receivables (section A and B)
Balance at the beginning of the year ..o 646.035 7.880.826 8.526.861
Effect of change in holdings in jointly owned entities ..........cccoeenvvineiicienincninine 71 71
New loans 43.523 1.369.898 1.413.421
Re-classification of assets 0 (127.008) (127.008)
Payments (290.657) (2.375.074) (2.665.730)
INAEXALION .ttt 22.079 0 22.079
421.052 6.748.642 7.169.694
Provision for losses .. 0 (5.292.635) (5.292.635)
421.052 1.456.007 1.877.059
Next year's payments on long-term receivables ........cccccvvvenninniincinienccnines (137.699) (642.025) (779.724)
283.353 813.983 1.097.335
Annual maturities are itemised as follows: Section A Section Aand B
Year 2022 686.596 779.724
Year 2023 ... 166.926 224.419
Year 2024 ... 79.703 98.062
Year 2025 0 7.353
Year 2026 0 0
LAEEI ettt etk b bt b et 656.497 767.501
1.589.722 1.877.059
41. Inventories
Inventories are itemised as follows: Section A Section Aand B
INVENTOTY Of MATEIIAIS  ...eiiiiiiieieet ettt bbb bbbttt es et en e b s b 0 1.337.505
RAW MATEIIAI ettt e ettt e e et e e e e ateeeeaeeeebaeeesaaaesseesaaseeessaaaasseeeesseaeass sasbaaennsnesnns 0 211.752
Supplies in stock 0 58.759
Products ready for use 0 82.633
0 1.690.650
42. Current receivables
Investments available for sale are itemised as follows:
Section A Section Aand B
Investments available fOr SAle ... s 0 6.095.000
0 6.095.000

The change in the fair value of Landsnet hf. amounted to 228 million ISK over the year; the increase was entered under equity. A provision of law
on changed ownership of power transmission companies will take effect on 1 July 2022 in accordance with Article 19 of Act No. 74/2021 The Act
provides for a changed ownership of Landsnet, bringing the company into the direct ownership of the State and/or municipalities. There are
understandings in place on negotiations among all the owners of Landsnet, including Orkuveita Reykjavikur (Reykjavik Energy) regarding the price
for the share of each owner and payment arrangements prior to 1 July 2022. Reykjavik Energy’s 6.78% share in Landsnet at year-end 2021 is
therefore entered under current assets.

Provisions for current receivables are itemised as follows: Section A Section Aand B

Provision for receivables other than tax revenue at the beginning of the year .. 334.442 601.912

Actual losses during the year ... (73.508) (138.747)

Provision for losses during the year ... 114.236 114.235
Provision for receivables other than tax revenue at year-end 375.170 577.400

Outstanding tax revenue, excluding default interest and provisions, amounted to ISK 15,649 million at year-end. The total provision for tax revenue
at year-end amounted to ISK 6,150 million.
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43.

44,

45.

Cash and bank deposits

Cash and bank deposits are itemised as follows: Section A Section Aand B
Bank deposits with three to twelve month maturities ... 0 6.500.000
Marketable SECUMTIES  ....c.coiiiiiiiiiieicice bbbt ene s 0 8.157.369
0 14.657.369
Bank deposits and short-term securities, redeemable without NOtICE .....c.ccveveviiiiiiinenieiereeereeee 15.276.111 30.423.739
15.276.111 45.081.108
Equity
Changes in equity: Section A Section A and B
Balance at the beginning of the year 91.823.091 325.268.859
Effect of change in holdings in jointly owned entities 4.928
Revaluation of plots and land at year-end 3.921.284 18.593.942
Changes in the market value of quity Shares ... 0 213.269
Translation differences of Orkuveita ReYKJaVIKUr ........ccoooiiriiiriiiiee e 0 1.313.265
Other changes 0 207.889
Operating results .. (3.849.599) 23.402.394
91.894.777 369.004.547

Changes in fair value of the share in Landsnet hf. is recognised among equity. Translation difference is the exchange rate difference resulting

from the conversion of financial statements in operations that use a functional currency other than the Icelandic kréna.

Pension obligations due to LsRb

The net present value of the pension obligations of Sections A due to LsRb (Reykjavik employees' pension fund) amounted to ISK 36,703 million
at the end of 2021, while the net present value of Sections A and B amounted to ISK 37,369 million, taking into consideration the share in the
pension fund's net assets. The benefit rights largely follow wage changes and are adjusted based on a 2% interest rate, but in other respects a

3.5% interest rate is used for adjustment.

Actuarial surveys of LsRb use the calculation base of the Association of Icelandic Actuarles of 2019, in addition to the projection of the
Association of a reduction in the frequency of age-related mortality as advertised by the Ministry of Finance at year-end 2021 as a part of the
standard assumptions used in the accounts of pension funds. The basis for life expectancy is based on pension fund’s experience in 2014-

2018. The assessment of the pension liability of Section A was done by LsRb’s actuary.

The obligations are itemised as follows: Section A Section Aand B
Pension obligations 1.1.2021 .....cccceciiiiiiiiiniicinieiete e 39.184.152 39.876.179
Contributions to pension payments during the year ... (211.906) (202.739)
Change in pension obligations during the year . (2.269.201) (2.304.516)
Pension obligations 31.12.2021 36.703.045 37.368.924
Pension 0bligations, SNOIT-TEMM  ...iviiiiiiieer ettt seen 2.309.000 2.344.000
Pension obligations, [ONG-TEIM ..o 34.394.045 35.024.924
36.703.045 37.368.924

Estimated participation in the payment of pensions next year is recognised among current liabilities in the balance sheet.
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45. Pension obligations due to LsRb, continued:

Estimated future pension payments for Reykjavik Municipal by period:

Payments 2022-2026 ..
Payments 2027-2031
Payments 2032-2036

PaymMENTSs 2037 AN [ALET  ...veuiiieiieieiet ettt ettt ettt ettt ettt ettt entenbenaens

46. Long-term liabilities

Section A

Balance at the beginning of the year .........ccocoevvevvveeeennnne.
Additions during the year .........cccceveeveeienceniieeeeesenene

Payments over the year
Indexation and discounts of the year ..

Next year's payments

Section Aand B
Long-term liabilities are itemised as follows:

Balance at the beginning of the year ........cccccceeeveveceveenenns

Effect of change in holdings in jointly owned entities

Additions during the year .........cccvveeveeieecerieeeee e

Payments over the year
Indexation and discounts of the year ..

Next year's payments

9.428.731
8.338.270
6.848.108
12.087.936
36.703.045

Estimated annual maturities of long-term liabilities are itemised as follows:
YEAI 2022 .o bbb e e b b s be b e
YEAr 2023 oo bbb b e b b sbe e sae e e
YEAr 2024 ... b e e e b b sbe b e sar et

Year 2025
Year 2026 ....

Long-term liabilities section A with section B

Balance at the beginning Of the YEAr .....cccvicicieiiee ettt ae e enen

Payments over the year ....
Indexation of the year

NEXE YEAI'S PAYMENTS  ..euviieiiiitestestestestestes e stestestesteseestessessestessessestessessessesbesaeeseesesseeseesesseeseasesseeseesessensen an

Estimated annual maturities of long-term liabilities to own companies are itemised as follows:

YEAI 2022 .o b e e e b b sbe e b sar et
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Exchange rate Indexed Non-indexed Total
0 41.873.933 13.926.293 55.800.226
0 8.357.319 14.516.002 22.873.321
0 (1.622.408) (1.119.250) (2.741.658)
0 2.406.312 (92.455) 2.313.857
0 51.015.156 27.230.590 78.245.746
0 (1.658.985 ) (1.466.716) (3.125.701)
0 49.356.171 25.763.874 75.120.045
Exchange rate Indexed Non-indexed Total
70.788.101 175.109.834 30.290.858 276.188.794
2.556 2.556
2.938.800 18.275.479 19.910.401 41.124.680
(8.361.792) (12.761.350) (3.901.847) (25.024.990)
(678.424) 8.821.619 (92.455) 8.050.741
64.686.686 189.448.138 46.206.957 300.341.781
(7.299.297) (7.676.392) (4.803.172) (19.778.861)
57.387.389 181.771.746 41.403.785 280.562.920
Section A Section Aand B
3.125.701 19.778.861
3.169.272 23.850.911
8.006.652 24.596.818
3.291.893 20.790.215
3.348.764 19.139.024
57.303.464 192.185.952
78.245.746 300.341.781
Section A Section Aand B
12.076 2.953
(9.002) (2.200)
269 65
3.343 817
(3.343) (817)
(0) 0
3.343 817
3.343 817
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47. Lease liabilities

The Real Estate Fund has made lease contracts for real estate which are recognised as liabilities, see note 22. Lease contracts are indexed.

Balance at the beginning of the year .
Addition over the year ...
Payments over the year ....
Indexation of the year

NEXE YEAI'S PAYMENTS  ..euviteiiieteitestestestestes e stestestessestestessessestessessestessessessessessaesessesseeseesesseesaesesaeeseesessensen an

Annual lease liabilities are specified as follows:

Year 2022 ...
Year 2023
Year 2024 ...

Other informations about lease contracts:

Section A Section Aand B
11.353.953 13.049.778
143.944 211.781
(1.052.709) (1.116.383)
637.791 657.729
11.082.980 12.802.905
(1.121.881) (1.266.769)
9.961.099 11.536.136
1.121.881 1.266.769
1.167.848 1.297.889
1.165.863 1.259.624
1.179.046 1.255.880
1.173.691 1.245.408
5.274.650 6.477.336
11.082.980 12.802.905

Book value at year-end

Lease term Section A Section Aand B
SPOItS FACHILIES  weviveeiiiciiciee s 15-25ar 3.603.934 3.603.934
Office buildings 2-22ar 5.566.964 5.685.454
Other facilities 2-26ar 1.912.081 2.573.886
Plots 10-99 ar 0 939.631
11.082.980 12.802.905
Minimum payments on lease contracts are itemised as follows, not at net present value:
Sports Office Other
facilities buildings facilities Total
Year 2022 975.289 825.491 403.252 2.204.032
Year 2023 975.289 811.586 399.360 2.186.235
Year 2024 ... 975.289 767.445 341.859 2.084.593
Year 2025 975.289 749.690 295.272 2.020.250
Year 2026 .... 873.267 749.690 288.504 1.911.460
Later oot 1.977.653 4.248.242 2.413.870 8.639.764
TOtAl o 6.752.075 8.152.143 4.142.115 19.046.334
Total payments on lease contracts in 2021 are itemised as follows in the financial statements:
Section A Section Aand B
Payments reducing lease liabilities . 1.052.709 1.116.383
Interest payments ... 494.409 545.620
1.547.117 1.662.003
OPErAtING EXPENSES  ..cuviiriieiietieettert ettt ettt sttt e bt e b e e bt e sb e e s bt e besebe e bt e bt s be s bt e bt ebeebesabeeabe e bt eabesanesabee aenee 438.659 584.975
TOTAl 1EASE PAYMENTS  eritiiiteiteriieterte sttt sttt ettt s et e st e st b e bt e st e bt e ae e st e st esb et e st et et et e s ensentenbensnee 1.985.777 2.246.978
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48.

49.

50.

Taxes

Section B companies are partially or wholly subject to payment of income tax, and income tax for these companies is calculated and recognised
in the financial statements. The balance of financial items in the tax return, on the one hand, and the financial statements, on the other hand,

results in the formation of either deferred income tax assets or liabilities.

Companies in Section B for which income tax is calculated are: Orkuveita Reykjavikur, fprétta- og syningarhollin hf. and Malbikunarstodin Hof8i

hf.

Changes in the calculated deferred income tax assets

are itemised as follows:

Balance at the beginning Of the YEAr .....c.ccicecieiieeccee ettt s seereeneenen
Effect of special revaluation of fixed assets ...
Calculated income tax during the year .
Other changes
Income tax payable

Balance at year-end

Deferred income tax assets and liabilities are itemised as follows in separate items
in the Statement on Financial Position:

FIXEA tANGIDIE @SSELS  .ueuviriiieiiriiierere ettt sttt et b et e et et e et et e e et b et sen
EMbedded deriVatiVeS .......cccciciiiiiiiiiiiiec e
ORI IEEIMS et b et sttt bbb bbbt naenes
IMPACt Of CArTY-FOrWArd 10SS ....veuiiiieiieieietet ettt ettt et sttt besae st nbeneeten

Balance at year-end

Obligations and guarantees off the Balance Sheet

Overview of grants, contracts, property lease agreements and operation lease agreements
Overview of Section A guarantee obligations against a third party due to long term bonds ...

Obligations of Section A of the City of Reykjavik for Section B companies not included in the balance she

Grants, work contracts, asset and operational lease agreements

Section A:
City Executive COMMITEEE Grants ......ociiiiiiiiiiiieeite ettt ettt st s e b e e ae e e s bb e e e saneeesanee s
CUILUTAL BraNntS .eeeeieieeieete ettt ettt st e s a e bt e st e e s s e e bt e beesseessee s e e beesee st e st enbeeteeseens sanesneanneen
Grants and service contracts, SPOrts aNd LEISUIE .....ccc.eecuiiiieiriieriieieeie ettt
Grants and service contracts, Social Services

Grants and service contracts, Education and Recreation

Concert and Conference Hall

Operational agreements for Real Estate Fund

Operational Investment agreements for Real Estate FUN .......covecevievieceniesicsesereee e
Agreement with Betri Samgongur ohf. regarding transport Pact .......cccccceeeeeeerieeeeseeeee e
Obligations of Reykjavik Parking SEIVICES .......cccieverieriereriesiesiesie st sttt st sae st sae e tesresresbesaesaesseeaeas
Contract for the purchase of a pre-school and 20 apartments under construction at Hallgerdargata

Agreement on the purchase of Tryggvagata 17, Hafnarhds

Grants, work contracts, asset and operational lease agreements

Section B:

Faxafléahafnir sf. ...
Félagsbustadir hf.
Orkuveita Reykjavikur .

Work contracts and other liabilities of Section A at year-end

Grants, work contracts, asset and operational lease agreements of Sections A&B at year-end
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Deferred Deferred
tax assets tax liabilities
6.675.003 14.943.963
0 2.682.420
(2.888.687) 1.281.320
0 76.050
26.614 (1.727.336)
3.812.930 17.256.418
Deferred Deferred
tax assets tax liabilities
840.820 17.766.008
(231.973) 0
635.223 (419.249)
2.568.859 (90.342)
3.812.930 17.256.418
Section A Section Aand B
45.848.695 51.847.672
198.217 198.217
97.091.932 0
143.138.844 52.045.889
Total Obligations
obligations due in 2022
109.550 16.350
4.868.304 2.265.563
2.970.000 1.640.000
15.359.906 5.351.291
172.667 78.022
8.335.737 591.441
467.305 466.505
4.565.305 4.564.505
7.417.101 646.289
316.357 70.110
745.263 745.263
521.200 275.000
45.848.695 16.710.339
132.977 132.977
722.000 700.000
5.144.000 5.144.000
5.998.977 5.976.977
51.847.672 22.687.316
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51. Guarantees

Summary of guarantee obligations of Reykjavik Municipal to third parties in respect of bond loans: Section A
Churches ..o 198.217
Guarantee obligations of A operations against a third party 198.217
52. Liabilities
Liabilities of Section A off the Balance Sheet are as follows:
City's share in Section A
liabilities balance
Orkuveita Reykjavikur ... 93,5% 65.067.069
Slokkvilid hofudborgarsvaedisins bs. ... 56,4% 121.332
Sorpa bs. e T 56,4% 1.396.248
SErEtO DS, v 56,4% 762.605
FélagsbUstadir hf. .......ccoooevieicieeeeee e 100,0% 29.744.677
Liabilities of Section A off the Balance Sheetin respect Section B companies 97.091.932
53. Statement of financial position at year-end
The City's assets, liabilities and equity are itemised as follows:
Share Assets Liabilities Equity
Reykjavik Municipal (Section A) ........ccccvveieiniicnnnerinnicinns 100,0% 236.480.058 144.585.281 91.894.777
Aflvaki hf. ..o 95,7% 10.323 0 10.323
Faxafléahafnir sf. 75,6% 12.219.542 414.351 11.805.191
Félagsbustadir hf. ......... . 100,0% 126.446.925 59.136.329 67.310.597
iprétta og syningahdllin hf. .......cccevveverirernienninns . 50,0% 1.721.459 1.262.108 459.351
Jafnlaunastofa sf. ....c.cceeviiiieriieeeceee e 50,0% 243 0 243
Malbikunarstédin Hofdi hf. .................. 100,0% 1.846.703 342.527 1.504.176
Orkuveita Reykjavikur ........ . . . 93,5% 387.141.239 187.292.286 199.848.953
SIokkvilid hofudborgarsvaedisins bs. ......cecevevveerenenerieeeennns 60,8% 1.772.760 416.632 1.356.128
SOMPA DS, vt 59,0% 5.066.686 2.248.488 2.818.199
St BS. v . 60,3% 1.839.151 1.363.347 475.804
bjodarleikvangur ehf. ......ccooveirinieniicereeen 50,0% 758 5.916 (5.158)
Internal tranSactions .......ccoevveereeerenienieeeeseeee e (12.443.952) (3.969.915) (8.474.038)
Total 762.101.896 393.097.350 369.004.546
MINOFitY SHAre .cccveveiiciiicicrcc s 28.464.404 14.204.973 14.259.431
Balance according to the financial statements 790.566.300 407.302.323 383.263.977

The financial reporting of jointly owned municipal entities and partnership companies where the City of Reykjavik is a majority holder is in this
annual financial statement included in the condensed accounts of the City of Reykjavik based on the proportional liability of the City according
to Regulation 1212/2015, as amended by Regulation 230/2021 and not holding

Other

Water and Wastewater (W&W) was engaged in construction work at Sudurgata, which included renewal of pipes. On the night before 21
January 2021 the water main broke with the consequence that water entered the buildings of the University of Iceland. The damage has been
reported to the insurance companies of W&W and its contractors. The entity that suffered damage appointed assessors to assess the extent
of the damage and they returned a report in January 2022. The damaged party submitted a petition to the District Court of Reykjavik on 4
March 2022 requesting appointment by the Court of assessors to conduct a reassessment. W&W has no information on the conclusion of the
first assessment, and the estimated extent of the damage is as yet unknown. W&W has independent liability insurance that covers the
company’s liability for damage. The terms of that insurance provide for a 5 million ISK deductible and then 50% of the amount of the damage.
The maximum coverage of the insurance is ISK 300 million.
54. Sales tax

The Property Fund is a stakeholder in the Harpa parking lot. The Parking lot is recorded with a special registration pursuant to Art. 6(4) of Act no.
50/1988 on Value Added Tax. The unpaid VAT at the end of 2021 amounted to ISK 241 million.
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55. Litigation

Due derivative contracts

On 28 January 2022 the Supreme Court of Iceland denied Orkuveita Reykjavikur (Reykjavik Energy) permission ot appeal the decision of the Court
of Appeals in the case of the bankruptcy estate of Glitnir Bank relating to the settlement of foreign-exchange contracts made shortly before the
financial collapse of 2008. This means that Orkuveita Reykjavikur needs to pay to the bankruptcy estate the sum of approximately 3.4 billion ISK,
which is entered under other short term debts. In earlier years, the company had made provisions for 740 million ISK in respect of the matter and
at year-end the balance of the claim was expensed.

Dispute on a contractual payment regarding development plans

The contracting company Sérverk ehf. has sued the City of Reykjavik, claiming a payment of 120 million ISK with interest. The dispute between
the parties concerns the legal validity of a contractual charge in respect of development plans. The City of Reykjavik is sued primarily to obtain
reimbursement of the above charge; an alternative claim is that the charge in question is unlawful. By a judgment of the District Court of
Reykjavik in the case pronounced on 26 June 2020, the City of Reykjavik was absolved of all claims. Sérverk ehf. appealed the case to the Court of
Appeal, where the case is pending. In the event that the courts of law uphold Sérverk's claims in the case it may be anticipated that claims against
the City of Reykjavik for reimbursement of similar contractual payments could amount to hundreds of millions of krénur.

Dispute concerning violation of the Media Act

Gagnaveita Reykjavikur (a data transmission company), a subsidiary of Reykjavik Energy submitted to Siminn hf. in March of 2019 a claim for
pecuniary damages for losses suffered by that company from violation of the Media Act; the Post and Telecom Administration issued a decision
on the matter in 3 July 2018. The claim is in the amount of 1.3 billion ISK for loss of income, cost and interest. A formal response was requested
from Siminn. The letter was responded to by a letter from Siminn’s lawyers dated 19 March 2019, where Siminn categoricaly rejected the claim.
Siminn hf. initiated legal proceedings against the Post and Telecom Administration, Gagnaveita Reykjavikur ehf., Syn hf. and Mila hf. to contest the
Administration’s decision of the breach of law. The District Court of Reykjavik returned a decision on 1 July 2020 which confirmed the decision of
the Post and Telecom Administration, but with some alteration of the underlying premises. The case was appealed to the Court of Appeal by
Siminn hf., the Post and Telecom Administration and Syn hf. and a decision is now pending. No provision hs been made for this matter in the
company’s annual financial statement nor in the condensed annual financial statement of the City of Reykjavik for 2021.

The City of Reykjavik and separate B-Section entities are parties to various court cases and other disputes apart from those mentioned above
which could have financial significance for the entities in questio nor the condensed annual financial statement for Sections A and B.

56. COVID-19 Epidemic

The COVID-19 pandemic which has raged since March 2020 is now receding. The pandemic persisted for all of 2021 and restrictions on gatherings
and other government actions made their mark on citizens’ lives. Vaccinations began early in the year and mitigated the impact of the virus until a
new variant of the SARS-CoV-2virus, Omicron, arrived in Iceland in December 2021 and spread rapidly. Up to 50% of the population has now been
infected by the virus according to official figures, but the rate of infection is now falling following rapid growth in January and February of 2022.
There was significant pressure on the institutions of the City throughout 2021, where restrictions on gatherings were met with partitioning and
other measures to observe aseptic precautions in line with regulations and instructions from disease prevention authorities. The year was
characterised by the imposition and subsequent lifting disease prevention measures to combat the spread and new variants of the virus.

The financial impact of the pandemic on Section A operations last year was significant, mostly manifested in the form of increased cost of
preschools, primary schools and welfare services. However, municipal tax revenues have been stronger than anticipated in the City’s budgets and
the negative impact on operations has receded. Streetd bs. experienced a considerable loss of revenue due to a reduction in the number of
passengers, while the increase in world market price of aluminium had a positive impact on the operation of Reykjavik Energy, and the income of
the Reykjavik Harbour Authority was significantly higher than anticipated.

The financial policy of the City, which was presented in the fall of 2020, has been followed; it provides for vigorous responses and actions to
prevent economic recession, and in addition the services of the City were defended in spite of the temporary decrease of income from budget
projections. The result in the annual financial statement for 2021 and the City’s budgets for the coming five years fall within the limits of the
financial policy.

The City of Reykjavik’s financial position is strong and the City has thefinancial strenght to take on significant setbacks resulting from the
consequences of the pandemic. An act of law, Act No. 22/2021, has been passed in Parliament aimed at enabling municipalities to cope with the
problem in the short and medium term by relaxing financial regulations in the Local Government Act No. 138/2011 with effect to 2025.
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57. Related parties

Principal and alternate members of the City Council, as well as the Mayor and his deputies, are defined as parties related to the municipality.
The spouses of these parties, financially dependent children and other financially dependent parties also fall within this definition. In addition,
companies subject to the control of the above parties are also considered related parties.

The municipality has engaged in business with related parties during the year. Business with related parties included normal services provided by
the Municipality and public charges levied on related parties. Other business conducted between the Municipality and related parties involves
contracts on purchases of goods or services. The transactions are carried out on the same basis as in the case of unrelated parties and the terms
and conditions of the transactions are similar as in the case of unrelated parties. The determination of business between related parties is
subject to the competence rules of Art. 20 of the Local Government Act. Also, related parties are prohibited in accordance with agreed codes of
ethics from taking advantage of their positions for the benefit of their own personal interests or those of their related parties.

58. Top management salaries

These wages are the total wages paid by the City of Reykjavik to the persons in question.

Year 2021

Mayor and deputies Wages Contribution
LAY Yo PO O OO PP PP PPRTOTPPTSUPPPRRTIIN 24.968 1.476
Mayor's First Deputy, Chief EXeCUtiVe OFFICEr ......cciiviiiiiiiiiiiiciecc e 23.061 0
Mayor's Second Deputy, Chief Legal CoUNSEl ........ccceeviiriiiiriniiiniiiiecce e 21.830 0
Salaries of elected representatives

Executive Committee Chairman January-May 2021 . 6.384 300
Executive Committee Chairman June-December 2021 ... 9.473 439
City COUNCHT PrESIAENT ....oviiiiiiiiieiiicecc e bbb b s s 16.866 738
Elected repreSENTAtiVES ........ccuiicuiriiiiiiiieicee bbb 288.753 14.386
Elected deputy COUNCIIIONS .....c.oouiuiiiiiiiriiiieinictr et 73.676 5.902
Committee members 92.100 360
Top management salaries, total 557.111 23.600
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59. Comparison of operating budgets

The overview below explains the operating budget for 2021 pursuant to the originally approved budget of the municipality, approved annexes and
original budget with annexes. The budget with annexes is shown in the Income Statement and other notes to the financial statements for comparison
with the year’s actual figures. The originally approved budget for Sections A and B in 2021 has been amended in compliance with an amendment of
Regulation No. 1212/2015, where jointly owned municipal entities and partnerships where the City of Reykjavik is a majority owner are entered in the
condensed financial statement based on the proportional liability of the City rather than its share of ownership.

Reykjavik Municipal Section A

Reykjavik Group Section A and B

2021 2021 2021 Orginal 2021 2021 2021 Orginal
Orginal Annexes to Budget with Orginal Annexes to Budget with
Budget Budget annexes Budget Budget annexes
Operating revenue
TAX FEVENUES.....eiviiiieeieeitiestt ettt ettt 104.215.475 0 104.215.475 103.525.456 0 103.525.456
Contributions to Municipal Equalisation Fund.... 7.648.853 7.339 7.656.192 7.648.853 7.339 7.656.192
Other revenues.... 21.794.266 915.911 22.710.178 83.109.636 915.911 84.025.548
133.658.594 923.250 134.581.844 194.283.945 923.250  195.207.195
Operationg expenses
Wage cost and wage-related expenses...........cccceveruennee. 80.249.389 850.194 81.099.583 94.568.732 850.194 95.418.925
Changes in pension obligations.. 3.108.000 392.000 3.500.000 3.108.000 392.000 3.500.000
Other operating expenses 53.831.662 307.263 54.138.925 65.885.760 307.263 66.193.023
Depreciation........ccceeeereiiincieee e 6.402.461 0 6.402.461 21.228.989 0 21.228.989
143.591.513 1.549.457 145.140.969 184.791.481 1.549.457 186.340.937
Operating result before financial items.........cccccoecevenee. (9.932.919) (626.206) (10.559.125) 9.492.465 (626.206) 8.866.258
Financial income and (financial expenses).........cccccceue.. (1.388.015) 0 (1.388.015) (9.603.118) 0 (9.603.118)
Operating result before tax .......cccvvevereeienenenenieeen (11.320.934) (626.206) (11.947.140) (110.654) (626.206) (736.860)
Income tax.... 0 0 0 (3.008.888) 0 (3.008.888)
Changes in valuation of investment properties 0 0 1.129.922 0 1.129.922
Share in associated companies' operating results.......... 0 0 (686.514) 0 (686.514)
Operating result (11.320.934) (626.206) (11.947.140) (2.676.133) (626.206) (3.302.339)
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60. Comparison of cash flow budgets

The overview below shows the cash flow budget for 2021 pursuant to the originally approved budget of the municipality, approved annexes and original
budget with annexes. The budget with annexes is shown in the cash flow statement and other notes to the financial statements for comparison with the
year’s actual figures. The originally approved budget for Sections A and B in 2021 has been amended in compliance with an amendment of Regulation No.
1212/2015, where jointly owned municipal entities and partnerships where the City of Reykjavik is a majority owner are entered in the condensed
financial statement based on the proportional liability of the City rather than its share of ownership.

Reykjavik Municipal Section A Reykjavik Group Section A and B
2021 2021 2021 Orginal 2021 2021 2021 Orginal
Orginal Annexes to Budget with Orginal Annexes to Budget with
Budget Budget annexes Budget Budget annexes
Cash flows from operating activities
OPErAtING FESUIL .o eeene (11.320.934) (626.206)  (11.947.140) (2.676.133) (626.206)  (3.302.339)
Adjustments not affecting cash flow:
Profit from sales of assets .......ccoceverereneeierieseseeeenen (4.109.614) 0 (4.109.614) (4.109.614) 0 (4.109.614)
DEPreciation.....ccocveeeeeeeeeriee e 6.402.461 0 6.402.461 21.228.989 0 21.228.989
Indexation, discounts and translation diff. .................... 1.669.599 0 1.669.599 2.889.767 0 2.889.767
Embedded derivatives, change 0 0 0 (1.222.705) 0 (1.222.705)
Value adjustment of investment properties 0 0 0 (1.129.922) 0 (1.129.922)
Impact of subsidiaries and minority interests .............. 0 0 0 686.514 0 686.514
Changes in pension obligations..........ccceceereeriierceeniiennnns 3.500.000 0 3.500.000 3.534.894 0 3.534.894
Changes in deferred income tax liability.... 0 0 0 628.132 0 628.132
Write-down, long-term assets (208.614) 0 (208.614) (208.614) 0 (208.614)
Working capital provided by operating activities (4.067.102) (626.206) (4.693.308) 19.621.307 (626.206) 18.995.101
Changes in operating assets and liabilities:
Inventories, decrease (iNCrease)........ccovvveeeveervesreseennens 0 0 0 35.440 0 35.440
Unrecovered revenues, decrease (increase) .................. (500.000) 0 (500.000) (295.454) 0 (295.454)
Current receivables, decrease (increase) 342.159 0 342.159 314.269 0 314.269
Current liabilities, increase (decrease) (2.000.000) (0) (2.000.000) (2.000.000) (0) (2.000.000)
Contribution to pension obligations 384.445 0 384.445 387.845 0 387.845
Changes in operating assets and liabilities (1.773.396) 0 (1.773.396) (1.557.900) (0) (1.557.900)
Net cash provided by operating activities (5.840.498) (626.206) (6.466.704) 18.063.407 (626.206) 17.437.200

Investment activities

Investments in fixed tangible assets (26.971.000) 1.000.000  (25.971.000)  (49.717.987) 1.000.000  (48.717.987)

Investments in investment assets 0 0 0 (4.915.180) 0 (4.915.180)
Investments in intangible assets ..........ccocveeveverieresiennens (1.644.000) 0 (1.644.000) (2.292.000) 0 (2.292.000)
Paid road construction fees 3.100.000 0 3.100.000 3.100.000 0 3.100.000
Sales of building rights 3.708.614 0 3.708.614 3.708.614 0 3.708.614
Proceeds from sale of fixed tangible assets.................... 401.000 0 401.000 486.377 0 486.377
Share holdiNgs, ChANGE w......veeevereeeeeereeereeeseeesseseeseeesenen (2.697.039) (0) (2.697.039) (1.726.477) (0)  (1.726.477)
Short-term financing, change 1.000.000 (1.000.000) 0 1.000.000 (1.000.000) 0
Long-term receivables, change 3.852.096 0 3.852.096 623.300 0 623.300
Investment activities  (19.250.330) (0)  (19.250.330)  (49.733.353) (0)  (49.733.353)

Financing activities
Capital contributions from state .......c.ccceeveevveneencvennnenns 0 0 0 1.032.792 0 1.032.792
New long-term borrowings........c.cccceeveverereecvenenenens 34.400.000 0 34.400.000 51.463.883 0 51.463.883
Repayment of long-term borrowings..........cccccveveveneenen. (2.834.187) 0 (2.834.187) (20.310.432) 0 (20.310.432)
Payments on lease liabilities (1.036.800) (0) (1.036.800) (1.036.800) (0) (1.036.800)
Derivative contracts paid 0 0 0 (162.253) 0 (162.253)
PAIA-IN CAPILAL crverververrererereeese s reee s eesesesesese s sesesesenen 0 0 0 (125.197) 0 (125.197)
Short-term borrowings, change ... 0 0 0 22.543 0 22.543
Dividends paid 0 0 0 (195.000) 0 (195.000)
Financing activities 30.529.013 (0) 30.529.013 30.689.536 (0) 30.689.536
Increase (decrease) in cash and cash equivalents......... 5.438.186 (626.206) 4.811.980 (980.410) (626.206) (1.606.616)
Cash and cash equivalents at beginning of year........... 1.314.436 0 1.314.436 17.211.812 0 17.211.812
Effect of changes in ownership ratio on cash........cccceecervuennnns 0 0 0 163 0 163
Effect of currency fluctuations on cash 0 0 0 (548) 0 (548)
Cash and cash equivalents at year-end 6.752.621 (626.206) 6.126.415 16.231.017 (626.206) 15.604.811
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61. Financial ratios

Overview of financial ratios:

Ratio of operating income:

Municipal income tax

Reykjavik Municipal Section A

Reykjavik Group Section A and B

Property taxes

Total tax revenues

Contribution from Municipal Equalisation Fund

Other revenues

Total operating revenues

Wage cost and wage-related expenses

Increase in pension obligations

Other operating EXPENSES .......cceveriererieienienieneeneee e
Total Operating eXPENSES ....ccveverierieririeeiieteesee e
Contribution margin (EBITDA) ..cooveevievieeiecieeeeere e
DEPreciation ..ucociieiiiieetee et
Operating result before financial income (expenses) ..

Financial income and (EXPENSES) ....cccceereerreereereeneeseesieenenens
INCOME TaX  eviiiiiiiiiiiiricr e

Value adjustment of investment properties
Effects of minority interest and subsidiaries
Operating results

Working capital provided by operations ....

Investments in fixed tangible assets

Total liabilities and obligations

In ISK thousand per inhabitant:

Operations:
TAX FEVENUE  ..eiiiiiiiiiiiiicn ittt
Contributions from Municipal Equalisation Fund

Other revenue

Total operating revenue ........c.cocveuennee.

Wage cost and wage-related expenses

Changes in pension obligations

Other operating expenses and depreciation ..........ccceeeeveeenenne
Financial income and (EXPENSES) ......ccceeeeevreevieerieeneeseesseenenens
OhEr et
OPerating reSUIt ....ooceieeceee e e

Cash flow:
Working capital provided by operating activities ............cc......
Cash and cash equiv. provided by operating activities .............

Other ratios:

Current ratio - curr. assets/curr. liabilities
Equity ratio - equity/total assets .........ccccceveeeeeereereeieieenens

Population (source: Statistics Iceland):
Population on 1 DeCemMDbEr ......ccccvveviieeiieeeiee e
Change from Previous YEar ........cccccceecceeeecieeescieeesieesseeesiee e
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2021 2021 2021 2021
Financial Budget with Financial Budget with
Statements annexes Statements annexes
61,9% 60,8% 43,5% 41,9%
15,7% 16,7% 10,7% 11,1%
77,7% 77,4% 54,2% 53,0%
6,2% 5,7% 4,3% 3,9%
16,2% 16,9% 41,5% 43,0%
100,0% 100,0% 100,0% 100,0%
60,4% 60,3% 49,1% 48,9%
(0,1%) 2,6% (0,1%) 1,8%
36,9% 40,2% 30,4% 33,9%
97,2% 103,1% 79,3% 84,6%
2,8% (3,1%) 20,7% 15,4%
4,6% 4,8% 10,4% 10,9%
(1,8%) (7,8%) 10,3% 4,5%
(1,0%) (1,0%) ( 6,4%) (4,9%)
0,0% 0,0% (2,1%) (1,5%)
0,0% 0,0% 10,1% 0,6%
0,0% 0,0% ( 0,0%) 0,0%
( 2,7%) ( 8,9%) 11,9% (1,3%)
0,3% (3,5%) 12,9% 9,7%
(12,9%) (20,5%) ( 20,0%) ( 28,6%)
101,6% - 201,0% -
814 768 809 763
65 56 65 56
170 167 619 619
1.049 992 1.493 1.439
(633) (598) (733) (703)
2 (26) 1 (26)
(436) (446) (608) (644)
(10) (10) (95) (71)
0 0 120 (14)
(28) (88) 178 (19)
3 (35) 192 140
(29) (48) 159 129
Section A and B
31.12.2021 31.12.2020 31.12.2021 31.12.2020
1,45 1,28 1,44 1,26
0,39 0,43 0,48 0,47
2021 2020 2019 2018
135.681 133.181 131.146 128.724
2.500 2.035 2.422 2.615
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62. Reykjavik Municipal financial ratios

Summary of Reykjavik Municipal financial ratios over the past

5 years: 2021 Budget Financial Statements
with annexes 2021 2020 2019 2018 2017

Financial thresholds according to Local Government Act

Operating result for the last three years in ISK million - (8.335) 241 11.055 12.334 (6.027)
Liabilities thresholds... - 61% 56% 52% 49% 44%
Total liabilities and obligations - debt ratio ... - 100% 96% 91% 90% 85%
Other ratios:

Long-term liabilities and obligations in proportion to
working capital provided by operations (in years) ... (28,11) 324,05 19,82 7,40 6,39 8,76
Equity ratio - equity/total assets 34% 39% 43% 47% 47% 46%
Working capital provided by operations in proportion

to payment of liabilities (1,21) 0,10 1,82 4,85 5,07 4,11
Current asset ratio - current assets/current liabilities 0,98 1,45 1,28 1,17 1,23 1,29

As a ratio of operating revenue:

TAX FEVENUE  ceiiiiieeeiieeesiieeeitee e sttt e ssireesssreessireessanneessnreessnnneeens 77,4% 77,7% 79,9% 80,5% 77,4% 73,4%
Contributions from Municipal Equalisation Fund 5,7% 6,2% 6,2% 6,1% 6,2% 6,2%
Other revenue 16,9% 16,2% 13,9% 13,4% 16,5% 20,4%
Total Operating reVENUE .......cccovcvvveeriieeniienee e eeeesieesieesieeenes 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
Wage cost and wage-related eXpenses .........ccceceevvveevieeneennenns 60,3% 60,4% 59,3% 55,3% 52,7% 52,7%
Increase in pension obligations ... 2,6% ( 0,1%) 2,6% 2,6% 3,9% 6,0%
Other operating expenses 40,2% 36,9% 38,1% 37,1% 34,9% 33,3%
Depreciation 4,8% 4,6% 4,6% 4,3% 4,1% 4,0%
Total operating expenses ... 107,8% 101,8% 104,6% 99,2% 95,7% 96,1%
Operating result before financial items .......cccceeevevvninceeciens ( 7,8%) (1,8%) ( 4,6%) 0,8% 4,3% 3,9%
Financial income and (expenses) (1,0%) (1,0%) 0,1% 0,3% ( 0,4%) 0,4%
Operating result (NEZAtIVE) .....cccveverereeieiere e ( 8,9%) (2,7%) ( 4,5%) 1,1% 3,9% 4,3%
Contribution margin (EBITDA) -3,1% 2,8% 0,0% 5,1% 8,4% 7,9%
Working capital provided by operations ( 3,5%) 0,3% 4,0% 10,1% 11,5% 8,0%
Investments in fixed tangible assets ........ccccceveviinenieiiesenens (20,5%) (12,9%) ( 11,4%) ( 13,0%) ( 16,2%) ( 13,3%)

In ISK thousand per inhabitant
Operation:

Tax revenue 768 814 772 757 720 674
Contributions from Municipal Equalisation Fund 56 65 60 57 57 57
Other revenue 167 170 134 126 153 187
Total operating revenue 992 1.049 966 941 931 918
Wage cost and wage-related expenses (598) (633) (573) (520) (491) (484)
Increase in pension obligations (26) 2 (25) (24) (37) (56)
Other operating expenses and depreciation .. (446) (436) (413) (389) (363) (343)
Financial income and (expenses) (10) (10) 1 3 (4) 4
Operating result (NegatiVe) ......ccccveveverieierese e (88) (28) (44) 10 37 39
Cash flow:
Working capital provided by operations (35) 3 38 95 107 73
Cash and cash equivalents provided by operations . (48) (29) 8 84 96 (8)
Investments in fixed tangible assets ........cccoeveniniinienieienens (204) (135) (110) (122) (150) (122)
Balance Sheet:
Assets . 1.720 1.743 1.619 1.600 1.588 1.460
Equity 579 677 689 745 748 678
LI@bilIties  wveueeeeieirieiece e 1.141 1.066 929 856 840 782
Tax rates:
MUNICIPal INCOME TAX  .vvvevirieieirieericteeee e 14,52% 14,52% 14,52% 14,52% 14,52% 14,52%
Property tax, class A ... 0,18% 0,18% 0,18% 0,18% 0,18% 0,20%
Property tax, class B ... 1,32% 1,32% 1,32% 1,32% 1,32% 1,32%
Property tax, class C 1,60% 1,60% 1,65% 1,65% 1,65% 1,65%
Population (source: Statistics Iceland):
Population on 1 DECEMBET .....c.cveirerieirieieerieiseeeeeeeee e 135.681 135.681 133.181 131.146 128.724 126.109
Change from previous year 2.500 2.035 2.422 2.615 2.976
Change from previous year (ratio) ... 1,9% 1,6% 1,9% 2,1% 2,4%
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63. Reykjavik Group financial ratios

Summary of Reykjavik Group 2021 Budget Financial Statements

financial ratios over the past 5 years with annexes 2021 2020 2019 2018 2017
Financial thresholds according to Local Government Act**

Operating result for the last three years in ISK million ............ * - 16.726 8.778 27.493 35.246 18.442

Liabilities thresholds less Orkuveita Reykjavikur (OR)................. * - 93% 88% 79% 73% 67%

Total liabilities and obligations. - debt ratio less OR ................ - 136% 126% 119% 114% 108%

Other ratios:
Long-term liabilities and obligations in proportion tc

working capital provided by operations (years) .......c.ccocceveeenne 18,87 13,39 12,30 8,18 6,58 7,49
Equity ratio - equity/total @SSets .......c.ccvevriererereriererieereennnns 45% 48% 47% 50% 49% 49%
Working capital provided by operations in proportior
to payment of liabilities ......ccceevciireiiieree e 0,89 1,00 1,34 1,68 1,70 2,04
Current asset ratio - current assets/current liabilities 1,02 1,44 1,26 1,14 1,12 1,10
As a ratio of operating revenue:
TAX FEVENUE  .oiiiiiiiiiiii ittt ettt e e s e s 53,0% 54,2% 54,9% 53,3% 51,2% 48,9%
Contributions from Municipal Equalisation Fund ..................... 3,9% 4,3% 4,3% 4,0% 4,1% 4,2%
ONEI FEVENUE ...eoviiiiiieieeiiecitetee ittt 43,0% 41,5% 40,8% 42,7% 44,7% 47,0%
Total Operating reVENUE ........cocveeverieeriieieeieneesieesieeseee e 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
Wage cost and wage-related eXpenses .......ccoceeveeveerieereennens 48,9% 49,1% 48,2% 45,0% 42,8% 43,5%
Increase in pension obligations .........cccvvevienieienieeciene s 1,8% ( 0,1%) 1,8% 1,8% 2,7% 4,1%
Other operating eXPENSES ...c.ceeverrverieeeenieenieeriesre e see e 33,9% 30,4% 32,3% 32,0% 30,2% 29,5%
DEPreciation ....ooouiiiiiiiee e s 10,9% 10,4% 10,8% 10,3% 9,3% 8,7%
Total Operating eXPEeNSES ...cceevveeeereeriereereereere et 95,5% 89,7% 93,2% 89,0% 84,9% 85,8%
Operating result before financial items .......ccccevevievviieniennn, 4,5% 10,3% 6,8% 11,0% 15,1% 14,2%
Financial income and (EXPENSES) .....cceeeveevreereeeieeeieeseesreereenens ( 4,9%) ( 6,4%) ( 9,0%) ( 6,9%) ( 10,1%) 1,2%
(011 VT OO U PP (1,0%) 8,1% 0,8% 2,4% 2,4% 1,7%
Operating result (NeatiVe) ......ccevcevererererererere e seeneenne (1,3%) 11,9% (1,4%) 6,4% 7.4% 17,1%
Contribution margin (EBITDA) ...covceevierieeieeieeee e sieesie s 15,4% 20,7% 17,6% 21,3% 24,3% 22,9%
Working capital provided by operations 9,7% 12,9% 14,4% 19,5% 23,1% 19,3%
Investments in fixed tangible assets .......cccccecevirinieniniinienene ( 28,6%) ( 20,0%) (20,7%) ( 26,1%) (122,7%) ( 23,0%)
In ISK thousand per inhabitant
Operation:
TAX FEVENUE ..ottt ettt ettt ettt sttt st e e be e e saeeeeaee 763 809 767 752 715 670
Contributions from Municipal Equalisation Fund .. . 56 65 60 57 57 57
Other reVENUE ....cceevveeieeieciieeieneenie e . 619 619 571 603 625 644
Total operating revenue . 1.439 1.493 1.398 1.412 1.398 1.371
Wage cost and wage-related expenses . . (703) (733) (674) (635) (599) (596)
Increase in pension obligations ........cccceveverierenenenereeen (26) 1 (25) (25) (37) (56)
Other operating expenses and depreciation ........ccccceceevverieenn (644) (608) (603) (597) (551) (525)
Financial income and (EXPENSES) .....ccveeeeereereeeieeeieeseesreereeneens (71) (95) (126) (98) (141) 16
(014 VT SO PR (14) 120 12 33 34 24
Operating result (NeatiVe) ......cceveverererere e (19) 178 (19) 91 104 234
Cash flow:
Working capital provided by operations .......c.ccccceeeevvnveennennn, 140 192 201 276 323 265
Cash and cash equivalents provided by operations .................. 129 159 169 276 268 178
Investments in fixed tangible assets .......cccccvvevvvirieeiininienens (412) (298) (289) (369) (317) (316)
Balance Sheet:
ASSEES ittt 5.510 5.827 5.412 5.253 4.984 4.621
Equity ... 2.503 2.825 2.536 2.622 2.464 2.263
Liabilities 3.007 3.002 2.876 2.631 2.520 2.358

Tax rates:

Municipal income tax .. 14,52% 14,52% 14,52% 14,52% 14,52% 14,52%

Property tax, class A ... 0,18% 0,18% 0,18% 0,18% 0,18% 0,20%
Property tax, class B .... 1,32% 1,32% 1,32% 1,32% 1,32% 1,32%
Property tax, class C 1,60% 1,60% 1,65% 1,65% 1,65% 1,65%
Population (source: Statistics Iceland):

Population on 1 DECEMDET .....ccveevuereirierieriieieeeeeee e 135.681 135.681 133.181 131.146 128.724 126.109
Change from Previous YEar ........ccccueeveeeeneenieeieesieseesieesieeeeens 2.500 2.035 2.422 2.615 2.976
Change from previous year (ratio) .........cceccervereerereeniereeneenieneeneen 1,9% 1,6% 1,9% 2,1% 2,4%

* With article 13 of act no. 25/2020 and article 2 of act no. 22/2021, the parliament has set aside the financial rules of the loca
governments in the provision of the article no. 64 of the local government act untill the end of the year 2025.
** Comparison figures from 2017-2020 as regards financial criteria are unchanged and based on Regulation 1212 prior to its
amendment, which took effect in 2021.
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Statement on governance and non-financial information

The City council of Reykjavik places great emphasis on maintaining good governance. The governance of the municipality is subject
to the provisions of the Act on Local Authorities no. 138/2011 with amendments and resolution no. 1020/2019 on the governance
of Reykjavik and points of order, with amendments. The city of Reykjavik has registered bonds in the Iceland Stock Exchange and is
therefore subject to rules on issuers of financial instruments, issued by the Iceland Stock Exchange.

The form of the declaration of governance 2021 takes into consideration Guidelines for corporate governance issued by the
Icelandic Chamber of Commerce, Nasdaq Iceland hf., and the Confederation of Icelandic Enterprise in May 2015. The City of
Reykjavik does however deviate partially from the guidelines, especially where the contents of the guidelines do not apply to
municipalities.

The mission of Reykjavik

The mission of Reykjavik is to provide quality services for the people of Reykjavik in the most economical way possible and lay the
foundations for increased quality of life for the people of the City for the long and the short term. In accordance with the Act on
Local Authorities no. 138/2011 municipalities are independent governments, governed by local councils democratically elected by
the residents of the municipality. The municipality handles the tasks assigned to it under the Act, e.g. educational policies, social
services, youth and sport affairs, cultural affairs, sanitation, planning affairs and environmental affairs. It moreover abides by the
requirements made to its operation under other laws, e.g. the Administrative Procedures Act, the Act on Equal Rights of Women
and Men, and the Act on Public Procurement.

Section B of the City of Reykjavik grants services to companies and the public inter alia in the field of utilities, harbors, social
housing, waste disposal, fire prevention, and public transport.

No serious deviations have been reported by any supervisory body or public reviewers in regards to the municipality’s operation
relating to environmental, social and human resource issues, human rights issues, or corruption and bribery issues.

Laws, regulations and guidelines

The City of Reykjavik operates under the Act on Local Authorities no. 138/2011. The City’s obligations are moreover subject to laws
and regulations that apply to the City’s operations and services in specific fields. An overview of legitimate tasks of municipalities
and references to the applicable laws can be found on the website of the Government of Iceland.

The City of Reykjavik has adopted resolutions and general internal rules on the governance of the City and by fields, a list of which
can be found on the City’s website, www.reykjavik.is. The main solutions and internal rules are the following:

* Resolution on the governance of the City of Reykjavik and points of order for the City Council with amendments.
* Resolution of the cultural, sports and recreation council

* Resolution of the Council for human rights, innovation and democracy.

* Resolution of the Council for education and leisure issues

* Resolution of the Council for planning and transport issues

* Resolution of the Council for environmental and health issues

* Resolution of the Council for welfare issues

* Resolution on wages and working facilities of elected officials

* Rules on the registration of financial interests of City Council members and confidentiality positions outside the City Council
* Code of ethics for elected officials for the City of Reykjavik

* Code of ethics for employees of the City of Reykjavik

* Rules on grants awarded by the City of Reykjavik

* Procurement rules for the City of Reykjavik

* Rules on the preparation of the City budget

* Rules on City treasury

* Rules on collections

*  Working procedure for the Audit board

The City of Reykjavik has implemented a policy across the board which is to be found on the City’s website. The main policies are:

* Housing policy

* Equal pay policy

* Human resource policy

* Human rights policy

* Personal data policy

* Information safety policy
* Service policy
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The City of Reykjavik has moreover implanted policies in various fields, also to be found on the City’s website. The main policies
are:

* Policies in the field of sports and recreation

* Policies in the field of culture and tourism

* Policies in the field of school and recreation

* Policies in the field of environmental and planning affairs
* Policies in the field of welfare

The City of Reykjavik has moreover implemented owner policies for section B companies, inter alia for Félagsbustadir hf., Harpa —
Tonlistar- og radstefnuhus ohf., SORPA bs., Straetd bs., and Reykjavik Energy.

City of Reykjavik’s form of government

The form for section A of Reykjavik was changed in 2019 and a new organization chart came into effect on June 1. Three new core
fields were established that are responsible for tasks in the field of finance and risk management, human resources and work
development, and service and innovation and their coordination across the City’s working fields.

City Council

Coundil’s Executive
Committee

| | | i B
B pepartment M

of Environ- Department
ment and of Welfare

Planning g

] |
department || Department |\ Department
ofSportand | of Culture and | of Education
Tourism ﬂ and Youth B

City Council

The City Council operates pursuant to chapter Il of the Act on Local Authorities no. 138/2011 and Resolution on the governance of
the City of Reykjavik and points of order for the City Council no. 1020/2019, cf. Art. 9 of the Act. The mission and sphere of activity
of the City Council according to Art. 8 of the Act on Local Authorities is to govern the City of Reykjavik pursuant to the provisions of
the Act on Local Authorities and other Acts.

The City Council has the power of decision in regards to the utilization of the city’s sources of income and the execution of the
tasks handled by the municipality. It shall ensure that all provisions of the Act on Local Authorities and regulations and resolutions
of the city are adhered to. The City Council can moreover make resolutions on any issue it deems to concern the City of Reykjavik.

The City Council has twenty-three City Council members and the same number of reserve members, all of whom are elected
democratically by the residents of the municipality in accordance with the Act on Municipal Elections. The City Council elects a
president for the City Council and four vice presidents from the group of council members for a duration of one year. The City
Council elects from its members seven primary members for the City Board for a duration of one year and the same number of
reserve members. The City Council elects a chairman and vice chairman for the City Board from its elected members. Information
on elected members of the City Council, confidentiality positions for the City Council and their financial interests are to be found
on the City’s website.

The number of City Council members and representatives in committees, councils and boards on behalf of the City is determined
by the provisions of the Act on Local Authorities and in the Resolution on the governance of the City of Reykjavik and points of
order for the City Council, published in the Government Gazette and can be found there and on the City’s website. The City’s
website also contains information on the members of individual committees, councils and boards.

Item 2 of Art. 44 of the Act on Local Authorities states a rule on gender ratio in committees appointed by the City. The Municipality
adheres to these rules when appointing committee members. In regards to the City Council the composition of councilmembers is
decided by the composition on the ballots and election results. The City Council currently has members of eight political parties, 14
women and 9 men, with diverse backgrounds and educations.
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In 2021 there were 18 City Council sessions, including one session with the Youth Reykjavik Council.

City Board

The City Board has, along with the Mayor, the executive power for the City of Reykjavik and the financial management, to the
extent that these powers are not delegated to others. The Board handles the administration of the City and its financial
management specifically, prepares the City budget and addendums to it and presents it before the City Council. The City Board is
responsible for the City’s annual statements being prepared in accordance with rules and that they, along with the annual
statements of institutions and companies on behalf of the City, are presented before the City Council for processing in accordance
with the Act on Local Authorities. The City Board has the power of final decision on issues that do not concern major financial
impacts for the city treasury or its institutions, provided that there is no disagreement within the Board or with the Mayor.

The City Board has seven City Council members elected by the council. A political party that has representatives on the City
Council, but not on the City Board, may nominate a City Council member to sit in on the Board’s sessions with the right to speak
and make proposals. There are currently three audience members on the City Board.

In 2021 there were 39 sessions of the City Board.

Mayor

The Mayor of Reykjavik is the top superior of all employees of the City of Reykjavik. The Mayor is hired by the City Council and may
be a member of the City Council. If he is a member of the City Council he is also bound by his obligation as such. The Mayor is the
Chief Executive Officer for the City of Reykjavik, the City’s official representative and the political leader of the majority. He is the
authorized signatory for the City treasury. He signs documents concerning the purchase and sale of City real estate, loans and
other obligations as well as any measures that require the approval of the City Council. The Mayor may, with the City Council’s
approval, grant authorized signatory to other employees of the City. The Mayor manages the City’s stake in section B companies.

The Mayor of Reykjavik is Dagur B. Eggertsson, member of the City Council.

Internal control, risk management and auditing

The City Council is responsible for maintaining an active system of internal control of the City’s operation and that it is formal,
documented and verified on a regular basis. The internal control shall be suited to confirming that; the municipality achieves
success and efficiency in its operation, in accordance with the municipality’s goals; reliability and validity of financial information
given to external parties and that all laws and regulations that apply to the operation are adhered to. The structure of Reykjavik’s
internal control is based on the COSO framework, which is an internationally recognized framework for internal control.

Risk management

Risk management is an integrated process that aims to control and run the operation of a company or a municipality with regards
to risk. Risks in the operation of the City of Reykjavik may relate to the environment, processes, internal organization and
governance.

Risk management is a networked responsibility of the daily operation of the City and a regular part of individual fields’ operations
is to supervise certain risk factors and thus ensure a continuance of operation and minimize risk.

With a new organizational chart, that came into effect on June 1, 2019, and the establishment of a new financial- and risk
management department, a policy has been formed regarding a comprehensive risk management for the City’s operation. This
entails that the main risks are identified and assessed in a standardized fashion for all main processes of the City and other factors
that are considered important to achieve goals in the field of operation and service. On 15 June 2021 the City Council adopted a
Risk Policy for the City of Reykjavik. The Risk Policy is established for the City's Section A and covers all respective enterprise. The
Office of Risk Management of the Department of Finance and Risk Management is working on the implementation of a
comprehensive risk management system in line with objectives of the Policy.

In regards to financial risk management references made to the provisions of chapter VII of the Act on Local Authorities, i.e. on the
power of financial management, binding decision on the annual budget, responsible management of funds, major investments and
obligations and limitations concerning hypothecation and guarantees. The City of Reykjavik acts in accordance with the Act on
Local Authorities in this regard.

The financial- and risk management department submitted with the quarter annual statements before the City Council in 2021 risk
reports with an assessment of the development of main economic factors and the premises for the budget. The department
moreover evaluates the main risks in the operation and presents them in a report attached to the budget, as well as preparing
thorough scenarios as required when evaluating the main economic factors and their impact on the City’s operation.

In order to ensure that the municipal account statements are in accordance with the Act on Local Authorities and the current
accounting rules, the municipality has emphasized well defined areas of responsibility, proper distinction of jobs, regular reporting
and clear operating procedures and processes that are maintained in a special operating manual accessible to the City’s
employees.
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Monthly reporting, along with scrutinization of the operation of departments and institutions, is an important factor of supervision
and adherence with the approved budget. The financial- and risk management department prepares thorough monthly and
quarterly statements and presents them before the City Council.

Audit Board

The Audit Board of the City of Reykjavik operates under the City Council pursuant to chapter IX of Act no. 3/2006 on Annual
Statements and works on the basis of the Resolution on the governance of the City of Reykjavik and points of order for the City
Council no. 1020/2019 and pursuant to law. The Audit Board has four appointed representatives, three appointed by the City
Council and one appointed pursuant to a nomination made by the board of Reykjavik Energy. The members of the board are: Larus
Finnbogason, chartered accountant, chairman, Sigrin Gudmundsdéttir, chartered accountant, Sunna Jéhannsdéttir, business
administration, as well as Einar S. Halfdanarson, District Court Lawyer and chartered accountant. A resolution made by the City
Council regarding the Audit Board is to be found on the City’s website.

Internal Auditing and Consultancy

Internal Auditing and Consultancy handles the City’s financial and administrative auditing with the authority of the City Council.
This entails that Internal Auditing evaluates and improves risk management, supervisory methods and governance of institutions
and companies in which the City is a majority shareholder. The operating procedure of Internal Auditing, approved by the City
Council, is accessible on the City’s website. In 2020 the tasks of the City's Internal Audit, the Citizens' Ombudsman and Data
Protection Officer were merges under the management of Internal Audit with the objective of streamlining, and at the same time
strengthening, the work and organisation of the entities entrusted with supervision of the City's operations and administration.
The combined activities are subject to the management of the City's Internal Auditor. The Internall Auditor of the City of Reykjavik
is Hallur Simonarson.

Social responsibilities and code of ethics

Code of ethics and proper procedure is addressed in Art. 29 of the Act on Local Authorities. The code of ethics for elected officials
was approved on June 18, 2019 and is accessible on the City’s website. The code of ethics for employees was approved on October
22, 2009.

Social responsibilities are addressed in the policies of the City of Reykjavik, inter alia in the environmental- and resource and
climate policy. Empbhasis is placed on ensuring the quality of life of current and future residents by appreciating the value entailed
in service to nature and clean environment. The City of Reykjavik places emphasis on sustainable exploitation of resources and the
policy will be enforced in the following nine fields: Resources, transportation, planning, quality of the environment, climate,
education for sustainability, nature and outdoor activities, consumption and waste, and the operation of the City of Reykjavik.

In 2018 the green framework of the City of Reykjavik was approved, which is presented in accordance with the international
standards of the ICMA, the International Capital Market Association, so called Green Bond Principle, with reference to the
sustainability benchmark of the United Nations. The Green framework is based on four pillars; (i) definition of green task groups;
(i) selection process of green projects, (iii) handling of funds and (iv) reporting to investors. According to the assessment of CICERO
(Center for International Climate Research) which gives independent opinions of the framework, gave Reykjavik’s green framework
the top score, “dark green”, and all sub-categories and projects are thus given the “dark green” score. Special attention is given to
the administrative arrangement, which also gets the top score “excellent”.

In 2019 a green framework was moreover approved for Reykjavik Energy and the first green bonds were issued in June 2019.
CICERO has given an independent assessment of the framework and gives it the top score, “dark green”, for the positive impact of
the projects and “excellent” for the casing of the bonds by the company. In 2021 Reykjavik Energy issued a new framework, a
Green Financing Framework, covering all financing by the company. Under the amended framwork, green assets of the group are
financed, but not specific projects of individual companies within the group. All financing by the group in 2021 fell within the scope
of the new Green Financing Framework, including the independent bond issue of the Reykjavik Fibre Network, Ljésleidarinn ehf.
sch

Félagsbustadir has issued a framework for social bonds pursuant to international standards of the ICMA, the so called Social Bond
Principle. The framework has received a certification from Sustainalytics, an independent certifier. The certificate states inter alia
that the framework of Félagsbustadir is solid, trustworthy and impressive, and that it conforms to all four main factors of
international standards for social bonds. The first social bonds were issued in November 2019.

The City of Reykjavik is a member of Festi, an association for social responsibilities.
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Non-financial information

Pursuant to the Act on Local Authorities no. 138/2011 municipalities are independent authorities, governed by local councils
democratically elected by the residents of the municipality. The Municipality manages the tasks entailed to it under the Act, inter
alia in regards to education affairs, social services, youth and sports affairs, cultural affairs, sanitation affairs, planning affairs, and
environmental affairs. It moreover abides by the requirements made to its operation under other laws, e.g. the Administrative
Procedures Act, the Act on Equal Rights of Women and Men, and the Act on Public Procurement.

Information on court cases directed against the City of Reykjavik is to be found in the notes of the annual accounts of the City of
Reykjavik.

No significant deviations have been reported by any supervisory body or public reviewers in regards to the municipality’s
operation relating to environmental, social and human resource issues, human rights issues, or corruption and bribery issues.
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