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The Board of Director's and the CEO Report

Spolur ehf’s purpose is to take care of the preparation, financing and execution of a road/tunnel construction
near the mouth of Hvalfjordur as well as the operation of the tunnel until all debt has been repaid as laid down by
Act No. 45/1990 on the Hvalfjordur Road Shortcut Project in accordance with an agreement with the Icelandic
Ministry of Transport on behalf of the Icelandic Government.

The year's operation

The period from October 1st 2007 to September 30th 2008 is the tenth complete fiscal year of operation of the
Company. Altogether 2.006.989 paid toll when traveling through the tunnel which is about 0,3% increase from
the previous fiscal year. This corresponds to an average per day of 5.484 cars. The average net income from
each car keeps getting lower, both in real and nominal terms, especially as more and more customers are using
the various discount terms on offer in addition to decreased toll.

The number of personnel was 16 as the previous year and the number of positions was 14,3.

Net revenue, after deducting VAT was MISK 979 compared to 1.040 during the same period the previous year.
The loss of the year was MISK 366 compared to a profit of MISK 282 the year before. Operating expenses of the
year was MISK 352 compared to MISK 236 the year before.

The board of directors of the Company believes that all the information needed to form a fair view of the
company'’s position at the end of September 2008 and of its activities during the accounting year is embedded in
the accounts.

Appropriation of income

The board of directors suggests that a dividend amounting to 43 MISK, 0.50 per share, to be paid in the year
2009, but refers to the financial statements regarding appropriation of the year's net loss and changes in
shareholders equity.

Ownership
The shares of the company MISK 86 are wholly owned by Eignarhaldsfélagid Spolur hf.

According to the best knowledge of the Board of Directors the Financial Statements of the company are
prepared in accordance with International Reporting Standards and the provisions of the Annual Accounts Act no
3/2006 and give a true and fair view of the financial company's assets and liabilities, financial position and
operating results for the year October 1st 2007 to September 30th 2008.

The Board of Directors believe that the Financial Statements and the Report of the Board of Directors provide a
clear overview of the development and operating results of the company, its financial position in the year
October 1st 2007 to September 30th 2008 and provide information regarding the key risk and uncertainity factors
which the company faces.

The Board of Directors and the Chief Executive Officer of Spdlur ehf hereby confirm the Financial Statements of
Spolur ehf for the period October 1st 2007 to September 30th 2008 with their signature.

Reykjavik, November 27 2008.
Board of Directors of Spdlur ehf

Gisli Gislason, chairman

Gunnar Gunnarsson Hafsteinn Hafsteinsson

Hallfredur Vilhjalmsson bordur Magnusson

Chief Executive Officer of Spolur ehf

Gylfi bordarson



Independent auditor’s report
To the Shareholders and Board of Directors of Spolur ehf.

We have audited the accompanying financial statements of Spolur ehf which comprise the balance sheet as of
30 September 2008 and the income statement, statement of changes in equity and cash flow statement for the
year then ended and a summary of significant accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards as adopted by the European Union (EU). This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those Standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

Opinion
In our opinion, the accompanying financial statements give a true and fair view of the financial position of Spélur

ehf as of 30 September 2008, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the EU.

Reykjavik, November 27 2008.
PricewaterhouseCoopers hf

Hijalti Schidth

Arna G. Tryggvadattir



Income statement

Q4 Q4 YTD YTD
1/708-  1/707- 11007-  1/1006-
Notes  30/908  30/907  30/908 30/9 07

TOM s 325.336 353.847 979.464  1.040.242
Maintenance and operation of tunnel ...........cccccoevcvieeee i, (34.765) (28.938) (126.584)  (117.427)
Research cost for new tunnel ..........cccoooiiiiiiieee 7 (10.567) (7.798) (103.264) (7.798)
Office and administrative eXpenses ........ccccccoeevvvveeeviiivieneenns (28.667) (27.763) (113.019) (103.895)
Bad debt eXpense ... 11 (4.914) (5.596) (9.436) (6.391)
[DT=To] £=Tolr- 11T o PP UU PP 10 (229.946) (57.977) (401.344)  (229.499)
Profit from operations 16.477 225.776 225.818 575.232
Interest revenues and indexation ..........ccccccovveieiiieeeniine e, 8 47.187 17.877 86.428 70.244
Interest expenses, indexation and exchange differences ...... 8 (121.576) (106.971) (758.500) (301.543)
(74.389) (89.094) (672.072)  (231.299)
Profit (loss) before tax (57.912) 136.682  (446.254) 343.933
INCOME tAaX EXPENSE ...covviieiie ettt e et e e e e e erveae e 9 10.424 (24.603) 80.326 (61.908)
Net profit (loss) (47.488) 112.079  (365.928) 282.025
Attributable to:
Equity holders of the Company ..........cccccvveiiiiiiiee e (47.488) 112.079  (365.928) 282.025
Earnings per share for profit attributable to equity
holders of the company during the year:
-basicand diluted ..........ooooveeiiiieee 17 (0,55) 1,30 (4,25) 3,28
Income statement by qUArters ..........cccoceeeviieeiniic e 5

The notes on pages 8-22 are an integral part of the financial statements.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK



Balance sheet

Assets Notes 30/9 2008 30/9 2007
Non-current assets 10

Hvalfjordur Tunnel project, start-up and construction Costs ...........cccveveeviiiiveeennn. 4.155.577 4.496.360
Motor vehicles, transponders and office equipment ...........coccooeeiiiiiie e, 96.967 97.698

4.252.544 4.594.057
Current assets

Receivables and prepayments 11 275.545 258.471
Cash and cash equivalents 137.522 255.582
413.068 514.053
Total assets 4.665.612 5.108.110
Shareholders' equity
OrdiNArY SNAIES ...coiiiiieiee et et e e e e ettt e e e e e snbae e e e e e ennaeeaaeaanns 12 86.000 86.000
LEOAI FESEIVE ...evieiie ettt ettt e et e e e e et e e e e e st et e e e s entbaaeaeseassbaaeaeeanes 21.500 21.500
REtAINEA CAIMNINGS ...eiiiiiiiiiiie ettt e et e e e e e et e e e e e e e naeeeaeeeanseeeeas 197.108 595.481
Total shareholders' equity 304.608 702.981
Liabilities
Non-current liabilities
2] (01T T 1= PR PERRRN 14 3.552.515 3.572.596
Deferred income tax liabilities ...........ccoooeeiiiiiiiii 15 83.959 164.284
Provision due to tranSPONUENS .........uueiiiaeiiiiee e e e e e 16 71.628 69.874

3.708.101 3.806.755
Current liabilities

Trade and other payables 13 44.124 42.083
2] o)1V T =P RRUUPPRRRRIN 14 376.615 336.160
Deferred INCOME .....oiiiiieiiiee et 232.162 220.131

652.902 598.374
Total liabilities 4.361.003 4.405.129
Total equity and liabilities 4.665.612 5.108.110

The notes on pages 8-22 are an integral part of the financial statements.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK



Statement of changes in shareholders' equity

Share Legal Retained

Notes capital reserve earnings Total
Balance at 1 October 2006 86.000 19.761 346.696 452.457
NEt Profit ... 282.025 282.025
Dividend ........cueeeiiiiiiie e 19 (31.500) (31.500)
Allocate to legal reserve ........ccccccevvevieeeeeiccinnennn. 1.739 (1.739) 0
0 1.739 248.786 250.525

Balance at 30 September 2007/
Balance at 1 October 2007 86.000 21.500 595.481 702.981
NELIOSS .oiieiiiieiie e (365.928) (365.928)
Dividend ........cceeeiiiiiiiie e 19 (32.445) (32.445)
0 0 (398.373) (398.373)
Balance at 30 September 2008 86.000 21.500 197.108 304.608

The notes on pages 8-22 are an integral part of the financial statements.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK



Cash flow statement

1/10 2007- 1/10 2006-
Notes 30/9 2008 30/9 2007
Cash flows from operating activities
Cash generated from OpPerations ..........c.ooceeiiiiriiier e 20 643.106 819.929
Interest (PAId) FECEIVEA ........oiiiiie ittt e (96.567) (91.529)
Net cash from operating activities 546.539 728.400
Cash flows from (to) investing activities
Purchase of property, plant and equipment ...........ccoceeiiiee e 10 (59.830) (77.657)
(o =T g 530 T To [ TSP OPR (17.192) (169.649)
Net cash used in investing activities (77.023) (247.306)
Cash flows from (to) financing activities
Repayments Of DOITOWINGS ......c.uiiiiiiiaiii ettt (593.792) (414.472)
Dividends paid to the Company's shareholders .............cccoieiiien e (32.445) (31.500)
Net cash used in financing activities (626.237) (445.972)
Net (decrease) increase in cash and cash equivalents (156.721) 35.121
Exchange gains/(losses) on cash and bank overdrafts ...........c.ccccoieiiineiinenn. 38.662 (476)
Cash and cash equivalents at beginning of year ..........ccccooooiiiiiiniienieece e 255.582 220.936
Cash and cash equivalents at end of year 137.522 255.582
Cash generated from operations 20
N2 (Lo ) I o] o 1 APPSR (365.928) 282.025
Adjustments for items not affecting cash ..........ccocooiiiiiii 993.090 522.706
Changes in Working Capital .........cooueiiieioiie e 15.945 15.198
643.106 819.929

The notes on pages 8-22 are an integral part of the financial statements.

Spoélur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK



Notes to the financial statements

1. General information

Spolur ehf’s purpose is to take care of the preparation, financing and execution of a road/tunnel construction near the
mouth of Hvalfjordur as well as the operation of the tunnel until all debt has been repaid as laid down by Act No. 45/1990
on the Hvalfjordur Road Shortcut Project in accordance with an agreement with the Icelandic Ministry of Transport on
behalf of the Icelandic Government.

The company has its security bonds listed on the OMX Nordic Exchange in Iceland.
The financial statements are presented in Icelandic krona (ISK), rounded to thousand.

These financial statements have been approved for issue by the board of directors on 27 November 2008.

2. Summary of significant accounting policies
2.1 Basis of preparation

The financial statements of Spélur ehf have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the Europeon Union (EU).

The accounting policies, as adopted by the EU, depart from full IFRS in few standards, interpretations and amendments
that will have minor effects on future reporting of the company.

These financial statements have been prepared under the historical cost convention.

(a) Standards, amendments and interpretations to existing standards that are not yet effective and have not been early
adopted by the company

The following standards and amendments to existing standards have been published and are mandatory for the
Company’s accounting periods beginning on or after 1 January 2009 or later periods, but the company has not early
adopted them:

IFRS 8, ‘Operating segments’ (effective from 1 January 2009), replaces IAS 14, 'Segment reporting', and aligns segment
reporting with the requirements of the US standard SFAS 131, ‘Disclosures about segments of an enterprise and related
information’. The new standard requires a 'management approach’, under which segment information is presented on
the same basis as that used for internal reporting purposes. This has resulted in an increase in the number of reportable
segments presented. In addition, the segments are reported in a manner that is more consistent with the internal
reporting provided to the chief operating decision-maker.

IAS 23 (Amendment), '‘Borrowing costs' (effective from 1 January 2009). The amendment requires an entity to capitalise
borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset (one that takes a
substantial period of time to get ready for use or sale) as part of the cost of that asset. The option of immediately
expensing those borrowing costs will be removed. The company will apply IAS 23 (Amendment) retrospectively from 1
January 2009.

IAS 1 (Revised), 'Presentation of financial statements' (effective from 1 January 2009). The revised standard will prohibit

the presentation of items of income and expenses (that is, 'non-owner changes in equity') in the statement of changes in
equity, requiring 'non-owner changes in equity' to be presented separately from owner changes in equity. All non-owner
changes in equity will be required to be shown in a performance statement, but entities can choose whether to present
one performance statement (the statement of comprehensive income) or two statements (the income statement and
statement of comprehensive income). Where entities restate or reclassify comparative information, they will be required
to present a restated balance sheet as at the beginning comparative period in addition to the current requirement to
present balance sheets at the end of the current period and comparative period. The company will apply IAS 1 (Revised)
from 1 January 2009.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK



Notes to the financial statements

IAS 23 (Amendment), '‘Borrowing costs' (effective from 1 January 2009). The amendment is part of the IASB’s annual
improvements project published in May 2008. The definition of borrowing costs has been amended so that interest
expense is calculated using the effective interest method defined in IAS 39 'Financial instruments: Recognition and
measurement’. This eliminates the inconsistency of terms between IAS 39 and IAS 23. The company will apply the IAS
23 (Amendment) prospectively to the capitalisation of borrowing costs on qualifying assets from 1 January 2009.

There are a number of minor amendments to IFRS 7, 'Financial instruments: Disclosures', IAS 8, 'Accounting policies,
changes in accounting estimates and errors', IAS 10, 'Events after the reporting period’, IAS 18, 'Revenue’ and IAS 34,
'Interim financial reporting', which are part of the IASB’s annual improvements project published in May 2008. These
amendments are unlikely to have an impact on the Company’s accounts and have therefore not been analysed in detail.

The preparation of financial statements in accordance with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise judgment in the process of applying the Company’s accounting
policies. See note 4.

2.2 Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to
risks and returns that are different from those of other business segments. A geographical segment is engaged in
providing products or services within a particular economic environment that are subject to risks and returns that are
different from those of segments operating in other economic environments. At 30 September 2008, the Company is
organised on a national basis into one business segments: (1) toll. No segment results are therefore presented.

2.3 Foreign currency translation

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at the period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement.

2.4 Property, plant and equipment

Property, plant and equipment comprise mainly Hvalfjordur tunnel, its start-up and construction costs. All property, plant
and equipment (PPE) is shown at cost less subsequent depreciation and impairment. Cost includes expenditure that is
directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the company and the cost of the
item can be measured reliably. All other repairs and maintenance are charged to the income statement during the
financial period in which they are incurred.

Depreciation on assets is calculated using the straight-line method to allocate their cost or revalued amounts to their
residual values over their estimated useful lives, as follows:

Hvalfjord tunnel project, start-up and CONStrUCtIoON COSE .........cccvviveeiiiiiiiee e 11 - 20 years
Motor vehicles, transponders and eqUIPMENT. ..o 5-7 years

Major renovations are depreciated over the remaining useful life of the related asset or to the date of the next major
renovation, whichever is sooner.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK
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Notes to the financial statements
The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount. These are included
in the income statement.

2.5 Intangible assets

Research and development

Research expenditure is recognised as an expense as incurred. Costs incurred on development projects are recognised
as intangible assets when it is probable that the project will generate future economic benefits, considering its
commercial and technological feasibility, and costs can be measured reliably. Other development expenditures are
recognised as an expense as incurred. Development costs previously recognised as an expense are not recognised as
an asset in a subsequent period.

2.6 Impairment of non-financial assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the
asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows (cash-generating units). Non-financial assets other than goodwill
that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

2.7 Receivables and prepayments

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for impairment of trade receivables is established when there
is objective evidence that the Company will not be able to collect all amounts due according to the original terms of the
receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial
reorganisation, and default or delinquency in payments (more than 60 days overdue) are considered indicators that the
trade receivable is impaired. The amount of the provision is the difference between the asset’'s carrying amount and the
present value of estimated future cash flows, discounted at the original effective interest rate. The carrying amount of the
asset is reduced through the use of an allowance account, and the amount of the loss is recognised in the income
statement. When a trade receivable is uncollectible, it is written off against the allowance account for trade receivables.
Subsequent recoveries of amounts previously written off are credited in the income statement.

2.8 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks and other short-term highly liquid
investments with original maturities of three months or less.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK
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Notes to the financial statements

2.9 Share capital

Ordinary shares are classified as equity.

2.10 Trade payables

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method.

2.11 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised
in the income statement over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the company has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.

2.12 Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However, the deferred
income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the balance
sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred income tax
liability is settled.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised.

2.13 Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, it
is probable that an outflow of resources will be required to settle the obligation, and the amount has been reliably
estimated. Provisions are not recognised for future operating losses. Provision includes return fee of transponders.

2.14 Deferred income

Deffered income is front-end fees received from customers as a prepayment for traveling through the tunnel. These
amounts are non-refundable and are released to income as the tunnel are traveled through.

2.15 Revenue recognition

Income from toll is stated in the income statement as net of sales expense of transponders and value added tax. The
revenue recognition is on delivered services.

The Company recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and specific criteria have been met for each of the Company's activities as
described below. The amount of revenue is not considered to be reliably measurable until all contingencies relating to
the sale have been resolved. The Company bases its estimates on historical results, taking into consideration the type of
customer, the type of transaction and the specifics of each arrangement.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK
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Notes to the financial statements

Interest income is recognised on a time-proportion basis using the effective interest method. When a receivable is
impaired, the Company reduces the carrying amount to its recoverable amount, being the estimated future cash flow
discounted at the original effective interest rate of the instrument, and continues unwinding the discount as interest
income. Interest income on impaired loans is recognised using the original effective interest rate.

2.16 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the interim financial statements in the
period in which the dividends are approved by the Company’s shareholders meeting.

2.17 Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.

3. Financial risk management
3.1 Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk, fair value
interest rate risk and cash flow interest rate risk), credit risk and liquidity risk. The Company’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the
Company’s financial performance. Risk management is carried out within the company where applicable under policies
approved by the Board of Directors.

(a) Market risk

(i) Foreign exchange risk

The Company has certain borrowings and assets in foreign currency whose are exposed to foreign exchange risk arising
form various currency exposures, primarily with respect to EUR. Currency exposure arising from them is managed
primarily through keeping them in mininum as part of borrowings and in several currencys. Foreign exchange risk arises
when future commercial transactions or recognised assets or liabilities are denominated in a currency that is not the
entity’s functional currency.

At 30 September 2008, if the currency had weakened/strengthened by 12% against the EUR with all other variables held
constant, post-tax loss for the year would have been ISK 0,4 million higher/lower as a result of foreign exchange
gains/losses on translation of EUR denominated financial instruments

At 30 September 2008, if the currency had weakened/strengthened by 12% against the EUR with all other variables held
constant, post-tax loss for the year would have been ISK 24,5 million lower/higher as a result of foreign exchange
gains/losses on translation of EUR denominated borrowings.

(i) Cash flow and fair value interest rate risk

The Company’s interest rate risk arises from long-term borrowings and on interest-bearing assets. Borrowings issued at
variable rates expose the Company to cash flow interest rate risk. Borrowings issued at fixed rates expose the Company
to fair value interest rate risk. Company policy is to maintain approximately 80-90% of its borrowings in fixed rate
instruments. During 2008 and 2007, the Company’s borrowings at variable rate were denominated in following
currencys: USD, CHF, JPY and EUR.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK
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Notes to the financial statements

The Company analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking into
consideration refinancing, renewal of existing positions and alternative financing. Based on these scenarios, the
Company calculates the impact on profit and loss of a defined interest rate shift.

At 30 September 2008, if interest rates on interest-bearing assets had been 0.5% higher/lower with all other variables
held constant, post-tax loss for the year would have been ISK 2,2 million higher/lower, as a result of higher/lower
interest revenue on interest-bearing assets.

At 30 September 2008, if interest rates on functional currency-denominated borrowings had been 0.1% higher/lower with
all other variables held constant, post-tax loss for the year would have been ISK 4,5 million lower/higher, as a result of
higher/lower interest expense on floating rate borrowings.

(b) Credit risk

Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as well as credit
exposures to customers, including outstanding receivables and committed transactions. The Company has policies in
place to ensure that sales of products and services are made to customers with an appropriate credit history and
services not provided until payments are secured.

Exposure to credit risk
The carrying amount of financial assets represent the maximum credit risk exposure. The maximum exposure to credit
risk at the reporting date was:

Carrying amount

Note 30/9 2008 30/9 2007

Trade reCeivabIes ..........oooiiiiiiiii e 11 69.743 67.995
Receivables from Parent ... 11 179.149 169.345
Other receivables and prepayments 11 26.654 21.131
Cash and cash equIValeNtS ..o 137.522 255.582
413.068 514.053

(c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an adequate
amount of committed credit facilities and the ability to close out market positions. The company maintains flexibility in
funding by maintaining availability under committed credit lines.

The table below analyses the Company’s financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet to the contractual maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows.

Carrying  Contractual Less than 1 Between 1 and 2 Between 2 and
At 30 September 2008 amount cash flow year years 5years Over 5 Years
BOrrowings .......cccoecveeeeeeanns 3.929.130 3.970.415 580.875 376.615 1.129.846 1.883.077
Trade and other payables ... 44.124 44.124 44.124 0 0 0

Carrying  Contractual Less than 1 Between 1 and 2 Between 2 and

At 30 September 2007 amount cash flow year years 5years Over 5 Years
BOrrowings .......cccoevvvveeeennns 3.908.756 3.951.672 590.076 336.160 1.008.479 2.016.958
Trade and other payables ... 42.083 42.083 42.083 0 0 0

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008. Amounts in thousands of ISK
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Notes to the financial statements

3.2 Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the company may adjust the amount of dividends paid to
shareholders, return capital to shareholders or sell assets to reduce debt.

3.3 Fair value estimation

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair
values.

4. Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. The Company makes
estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal
the related actual results.
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5. Quarterly results

Maintenance and operation of tunnel ..............
Research cost for new tunnel ...........c.ccocceeeee.
Office and administrative expenses .................
Bad debt expense .........cccoiiiiini
Depreciation ........cccceeeeiciieiee e
Profit from operations (EBIT)......c.cccccceeuueeee.

Finance costS - Net .....coeeeviiiiiiviieeeeeeeeeeeeeee,

Profit (loss) before taX.......ccoocceeiiiiiiiinnenns
INnCome tax eXPENSE ........ccccvvvvierernirienneeneeens

Net profit (10SS)...ccvvveeeiiiiieiee e

Operating profit before depreciation (EBITDA)

6. Employee benefit expense
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WAgES AN SAIATIES ....c..vviviiee ittt e e e e e s e e e e st e e e e e s bt e e e e e entaaraaeeaanne
SOCIAl SECUNLY COSES ...uteiieiiiiiiii ettt e e e e ettt e e e e s nb et e e e e aeat e e e e e eannseeaeeeanreneas
PENSION COSES ...ttt ettt ettt ettt e sttt e e s ab e e st e e ettt e e nabeeeanbeena
(8] g TTo] g I oo 1] £ PSPPSR

NUMDEr Of EMPIOYEES .....vviiiiiiiiiie e e e e et e e e e s etbaaeeeeeanes

7. Research cost for new tunnel

Research cost for NEW tUNNE! .....uvvieiiiiiiiiicece e

Q4 Q3 Q2 Q1 Q4
1/7 08 - 1/4 08 - 1/1 08 - 1/10 07 - 1/7 07 -
30/9 08 30/6 08 31/308 31/12 07 30/9 07
325336 257.410 190.796 205.922 353.847
(34.765)  (33.971) (30.057) (27.790) (28.938)
(10.567)  (41.630) (47.014) (4.053) (7.798)
(28.667)  (27.903) (24.133) (32.316) (27.763)
(4.914) (2.786) (264) (1.472) (5.596)
(229.946)  (57.977) (55.443) (57.977) (57.977)
16.477 93.142 33.885 82.314 225.776
(74.389)  (274.888) (212.376) (110.419) (89.094)
(57.912)  (181.746) (178.491) (28.106) 136.682
10.424 32.714 32.128 5.059 (24.603)
(47.488)  (149.031) (146.362) (23.047) 112.079
246.423  151.120 89.328 140.291 283.753
1/10 07 - 1/10 06 -

30/9 08 30/9 07

72.369 65.075

4211 3.951

6.851 6.117

971 841

84.402 75.983
16 16

103.264 7.798

In the beginning of 2007, a collaboration started between Spdlur ehf and the Icelandic Road administration regarding
preparation of "doubleing” the Route 1 in Kjalarnes and the tunnel of Hvalfjérdur. Spdlur was in charge of the ground
work regarding the tunnel and paid all expenses related to it. This work was finished in September 2008.
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8. Financeincome and costs
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1/10 07 - 1/10 06 -
30/9 08 30/9 07
Interest expense:
o T2 11 oo £ 7o)V o L PP (162.737) (173.279)
- Other INTEIEST EXPENSES ......vviiiiie ettt e e et e e e e e e e e e e st e e e e e s etb e e e e e sansaaes (26) (22)
(162.762) (173.302)
Interest iNncome and INAEXALION ...........cociiiiiiiiiiii e 86.428 70.244
Net foreign exchange transaction gains/(losses) and indexation .............ccccoeviiieeeeeniinnenn. (595.737) (128.241)
NEL FINANCE COSE ..ottt e e e e e e e et e e e e e st b e e e e e e sstaneeeesaseeeas (672.072) (231.299)
9. Income tax expense
Deferred tax (NOLE 15) ....ciii ittt e ettt e e e e ettt e e e e e e nt e e e e e s enbeeeaeeeannneean (80.326) 61.908
(LOSS) Profit DEFOIE TAX ....eeiieiiieiii ettt e e e e e e (446.254) 343.933
Tax calculated at domestic tax rates 18% (2007: 1890) .......eeveeeiiiiueeeeeeaiiiiieee e eiieeee e (80.326) 61.908
IR Vol T o PRSPPI (80.326) 61.908

The weighted average applicable tax rate was 18% (2007: 18%).

Amendments to Icelandic taxation legislation, adopted in May 2008, will not lower corporate income tax from 18% to
15% for Spdlur ehf this year. The amendments take affect as of 1st of January 2008 but only for those that have the

calender year 2008 and those that have their beginning of the year at February 1st 2008 or later.
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10. Property, plant and equipment

At 1 October 2006

COSE i
Accumulated depreciation ...
Net DOOK 8MOUNL .......ccoiiiiiiiiii e

Year ended 30 September 2007

Opening net book amount at 1 October 2006 ...........cccccooiieeeeeeeiiiiieneenne
AAILIONS .o s
Depreciation Charge ... e

Closing net oK amOUNt ........cooiuiiiiiie e

At 30 September 2007

COSt i,
Accumulated depreciation
Net book amount ...................

Year ended 30 September 2008

Opening Net bOOK amMOUNT ...........ueiiiiiiiiiei e
AAILIONS .o
Depreciation Charge ... e

Closing net bOoK amOUNt ........ooouiiiii e

At 30 September 2008

COSE it
Accumulated depreciation ...
Net DOOK @MOUNL .......cceiiiiiiiiii e

Start-up and Motor vechicles,
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construction transponders
cost of road and office
tunnel equipments Total
6.681.241 242.434 6.923.676
(2.047.045) (130.730) (2.177.776)
4.634.196 111.704 4.745.900
4.634.196 111.704 4.745.900
53.892 23.765 77.657
(191.728) (37.771) (229.499)
4.496.360 97.698 4.594.057
6.735.134 266.199 7.001.333
(2.238.774) (168.501) (2.407.275)
4.496.360 97.698 4.594.057
4.496.360 97.698 4.594.057
29.818 30.012 59.830
(370.602) (30.742) (401.344)
4.155.577 96.967 4.252.544
6.764.952 296.211 7.061.163
(2.609.376) (199.243) (2.808.619)
4.155.577 96.967 4.252.544

In the year 2008 there was a change of accounting estimate regarding depreciation of the tunnel project. Instead of
depreciation of 35 years the tunnel are now depreciated in 11 - 20 years or around 2018 when the long term loans will
be paid off. These changes will lead to a double depreciation, with an increase from 191 million ISK to 371 million ISK.

11. Receivables and prepayments

Current receivables and prepayments:

Trade reCeiVabIES ..........ovvveeeii e

Less: Provision for impairment of receivables

Trade receivableS — NEL ...
Receivables from related parties (NOte 21) .......cccvveveeiiiciiieee s
Receivables from parent (N0t 21) ........coooiueiiieiiiiiiiiee e
Other receivables and prepayments .........ccoccvvveeeeiiiiiie e

Current receivables are due within one year from the balance sheet date.

Spolur ehf. Financial Statements for the year October 1 2007 to September 30 2008.

30/92008  30/9 2007
75.705 73.305
(6.295) (5.595)
69.410 67.710

332 286
179.149 169.345
26.654 21.131
275.545 258.471
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The fair values of trade and other receivables are as follows: 30/9 2008 30/9 2007
Trade reCEIVADIES ........ooiiiiiiit et 69.410 67.710
Receivables from related parties (NOTE 21) ......oouueiiiiiiiiiieee et 332 286
Receivables from parent (NOE 21) ......cccoiiiuiiiieiiiiiiiee et e e e st e e e s earaeeas 179.149 169.345
Other receivables and PrepaymMeNnts ...t ee e e 26.654 21.131

275.545 258.471

As of 30 September 2008, trade receivables of ISK 36 million (2007:1SK 36 million) were fully performing.

Trade receivables that are less than two months past due are not considered impaired. As of 30 September 2008, trade
receivables of ISK 32,6 million (2007: ISK 25,1 million) were past due but not impaired. These relate to a number of
independent customers for whom there is no recent history of default. The ageing analysis of these trade receivables is
as follows:

L0 oI (o 0 A 1 4 To 31 o PRSP URTSPPRP 28.141 20.139
R (o T2 ¢ 0T o1 F RPN 4.420 4,991
32.562 25.129

As of 30 September 2008, trade receivables of ISK 1,2 million (2007: ISK 6,8 million) were impaired and provided for.
The amount of the provision was ISK 6,3 million as of 30 September 2008 (2007: ISK 5,6 million). The individually
impaired receivables mainly relate to customers, which are in unexpectedly difficult economic situations. It was
assessed that a portion of the receivables is expected to be recovered. The ageing of these receivables is as follows:

(@)= a0 1100 01 o 1.174 6.830
1.174 6.830

Movements on the provision for impairment of trade receivables are as follows:

AL L OCLODET 2006 .....eeuvieiiiietie sttt ettt ettt ettt b et e sb et e bt e s be e e bt et e b e e s bt nr e b e e nen e eeneenre e 12.253
Provision for receivables IMPAITMENT ...........oi i e e e e et e e e e e s b e e e e e snnbeeeaeeanees 6.391
Receivables written off during the year as UncollectibBle ... (13.049)
Y e OIS =T o] (=] o ] L= 2 0O AP URPTRURPRRN 5.595
AL L OCLODET 2007 ...ttt ettt ettt ettt ettt e ae e bt e e s et e bt e o e bt e eh et eab e e eh e e e bt e eh bt e ke e ea bt e ne e e be e eab e e nbeeebeenneeans 5.595
Provision for receivables iMPairMENt ...........oiiiiiiiiiiee e e e e e e st e e e e e st e e e e e sasbaeaeesanees 9.436
Receivables written off during the year as Uncollectible ............oo e (8.736)
At 30 SEPLEMDBET 2008 .......oiiiiii ettt e e et e e e e e e e e e e e —— e e e e e b ——— e e e e e ———aaaeaaatraaaeeaaabaeaaeeaane 6.295

Unwind of discount is included in ‘toll’ in the income statement. Amounts charged to the allowance account are generally
written off, when there is no expectation of recovering additional cash.

The other classes within trade and other receivables do not contain impaired assets.

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned above.
The company does not hold any collateral as security.
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12. Share capital
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Number of Ordinary Treasury
shares shares shares Total
(thousands)
At 1 OCLODET 2006 .....oovuviiniieiiiieiie sttt 86.000 86.000 0 86.000
At 30 September 2007 .......cccoveiiiiiiiiiee e 86.000 86.000 0 86.000
At 1 OCtODEr 2007 ....oiiiiiiiiiieieee et 86.000 86.000 0 86.000
At 30 September 2008 ..........cccvriiiiieee e 86.000 86.000 0 86.000

The total authorised number of ordinary shares is 86 million shares (2007 : 86 million shares) with a par value of ISK 1

per share (2007 : ISK 1 per share). All issued shares are fully paid.

13. Trade and other payables

30/9 2008 30/9 2007
TrA0@ PAYADIES ...ttt e et e e e et e e e e anrae e e e e e naeeas 22.981 13.022
Accruals and other PAYabIES ...........euviiiiiiiiiie e 10.348 5.134
Other PAYADIES ...ttt e e ettt e e e e e et e e e e e e e nnaeeeeanes 10.794 23.927
44.124 42.083
14. Borrowings
Non-current:
2= 11 oo T4 (01111 To L PSP 3.552.515 3.572.596
Current:
2= T Qoo T4 (0111 T o Vo LSRR 376.615 336.160
LI ] 7= LN o To 4 o 11V g Vo 1= PP 3.929.130 3.908.756
Bank borrowings are secured by trade receivables, shares and cash.
Carrying amount trade receivable are ISK 69,7 million and cash and cash equivalents are ISK 137,5 million.
Total Total
Liabilities in currency: 30/9 2008 30/9 2007
Liabilities in ISK, index linked, fixed 3,75% INtErest ...........cccccvriiiiriiiiiniiese e 2.730.037 2.678.074
Liabilities in ISK, index linked, fixed 4,65%0 INTErEST ........ccuuiiiiieiieieiee e e 994.833 976.766
Liabilities in EUR, 3 months LIBOR plus fixed premium ..........cccccceiviiiiiee e 204.260 122.598
Liabilities in USD, 3 months LIBOR plus fixed premium ............ccccoiiiiiiieeinniieeee e 0 46.380
Liabilities in CHF, 3 months LIBOR plus fixed premium ............cccoviveiiiiiieee e 0 52.820
Liabilities in JPY, 3 months LIBOR plus fixed premium ...........ccccccoeiiiiiiine i 0 32.118
3.929.130 3.908.756
(10 =T 0l 40P LU = L= RSP UPRR (376.615) (336.160)
3.552.515 3.572.596
Annual maturates of non-current liabilities:
Year 2009 / 2008 ........ccuiiiiiiiieitie ettt 376.615 336.160
YEAI 2010 / 2009 .....ueieutieiiiieiee ettt ettt b et et bt e ne e naeeeneas 376.615 336.160
YEAI 2011 / 2010 ..viviiiieiiiieeiee ettt 376.615 336.160
YEAI 2012 / 2011 ..ttt ettt ettt b ettt ne e nae e 376.615 336.160
) (= TP TP PP U PSP PP UPTOPRPN 2.422.668 2.564.117
3.929.130 3.908.756
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The carrying amounts and fair value of the non-current borrowings are ISK 3.553 million and ISK 2.889 million
respectively. The fair value of current borrowings equals their carrying amount, as the impact of discounting is not
significant. The fair values are based on cash flows discounted using a rate based on the borrowing rate of 4%.

15. Deferred income tax

Deferred income taxes are calculated in full on temporary differences under the liability method.

The gross movement on the deferred income tax account is as follows:

O Tox (o o 1T g2 0L PRSPPSO

Income statement charge (Note 9)
F e RS- o 1= 1] o LT 2 0 A USSR

@ T3 o] o 1T 2 0[O TSP ERRR
Income statement Charge (NOTE 9) ....couiiiiiii it e e e e e e e e e e st r e e e e e s sraaeeeessntaeeeas
At 30 SEPLEMBDET 2008 ...ttt e et e e e ettt e e e b e et e e e e e aeeee e e e e et be e e e e e aanaeeeeeaantreeaaeeaannnees

Deferred income tax liability (assets) analyses on the following items: 30/9 2008

NON-CUIMTENT @SSELS ....ociiiiiiiiiiiiiiie i 297.964
Taxable 10SS carried FOrWAI ...........ooueeiiee e e e e e e e e eneeas (214.005)

102.376
61.908

164.284

164.284
(80.326)

83.959

30/9 2007

292.941
(128.657)

83.959

164.284

16. Provisions due to transponders

Provision due to transponders:

AL L OCLODET 2006 .....ooviiiiiieiiiiiti ettt b et st e s et e bt h et eh e et b et e r e
Changes entered iNt0 INCOME STAEMENT ........ooiiiiiiii ettt e e e et e e e e e e snnteee e e e e ateeeaaeeanees
At 30 SEPLEMBET 2007 .. ..iiiiiiie ettt e e e e e e e e e e e ————a e e e — et e e e e at——ttaeeaarr e e e e aarbaraaeeannrraes

AL L OCLODET 2007 ....eiiiiiitieiee ettt bttt sae et eeh e e bt h e e b e et h et et bt b e e r e E e r e
Changes entered iNt0 INCOME STAEMENT ........ooiiiiiiii et e e et r e e e e e snnte e e e e e e eneeeaaeeanees
At 30 SEPLEMBET 2008 ......oiiiiiiiiiiieie ettt e e e e e e e e e e — e e e e e — et e e e e a———taa e e e rr e e e e aarbaraaeeannaaaes

Analysis of total provisions: 30/9 2008

[\ Lo] g Bl od UL =1 o) APPSR RUON 71.628

58.739
11.135

69.874

69.874
1.755

71.628

30/9 2007

69.874

17. Earnings per share

Earnings per share is calculated by dividing the net (loss) profit attributable to shareholders by the weighted average
number of outstanding shares in issue during the year excluding ordinary shares purchased by the Company and held

as treasury shares.

1/10 07 -

30/9 08

Net (loss) profit attributable to shareholders ... (365.928)
Weighted average number of outstanding shares in issue (thousands) ..............cccccveeeinnns 86.000
Earnings per share, basic and diluted ... (4,25)

1/10 06 -
30/9 07

282.025
86.000

3,28
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18. Insurance

The assets of the Company are insured for ISK 4.710 million and a cover for loss of revenue up to ISK 1.551 million has
been arranged, the same amounts apply for insurance for terror regarding assets and cover for loss of revenue. A
General Liability Insurance cover of ISK 1.716 million is in place.

19. Dividends per share

The dividend paid in 2008 was ISK 32,4 million (ISK 0.38 per share). The dividend paid in 2007 was ISK 31.5 million
(ISK 0.37 per share).

20. Cash generated from operations 1/10 07 - 1/10 06 -
30/9 08 30/9 07

N = A (0TI I ] (| PP (365.928) 282.025

Adjustments for:

1= T T TSSOV ST UPOPPPTUPPRPPRPR (80.326) 61.908

[D7=To] £=TolF- 1T ] o R PUPTURTPRN 401.344 229.499

Interest expense and foreign exchange rate differences .........ccoccveeviiiiiiii i, 672.072 231.299

Changes in working capital:

Trade receivables and PrePayMENTS ......c.uvviiiiiiiiiiie e et e e e st e e e srbaeea e 118 13.105
[ 1= 1o LT RSP 14.072 (9.043)
Provisions due to traNSPONAELS ........ccoiiiuiiiiii it e et a e e et e e e e e snaaaeaaeas 1.755 11.136
Cash generated from OPEratioNs ............coiiiiiiii oot e e e e e e e 643.106 819.929

21. Related-party transactions

The company is controlled by Eignarhaldsfélagid Spolur hf. The ultimate controlling parties of Eignarhaldsfélagid Spolur
hf. are Associated Icelandic Ports, State Treasury, Icelandic Alloys, Icelandic Road Administration and Hvalfjardarsveit.
Each hold more than 10% of the share capital in Eignarhaldsfélagid Spolur hf.

The following transactions were carried out with related parties:

(a) Toll 1/10 07 - 1/10 06 -
30/9 08 30/9 07

Toll:

— Members of the board and managing director 189 327

Bl O =T T L S o= T (=] o | RPN 4.908 3.424

5.097 3.751

Toll are sold based on the price lists in force and terms that would be available to third parties.

(b) Key management compensation

SAIANIES ..ottt E bbb e b e et ee s 15.467 13.748
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(c) Year-end balances arising from sales of toll

Receivables from related parties (note 11):
— OWRNEI TN IS PAIENT ..ottt e e et e e e e e et e et e e e e e nbt e e e e e e antbeeeeesasnnneaaeanes 332 286

The receivables from related parties arise mainly from sale transactions and are due 10 days after the date of sales.
(d) Loans to parent company

Loans to parent company:

Y R O Tox (o] o= 2 010G OO OPPPOT 26.345
[T 1o RR= To V=T g Lot =T Mo [N T g T YT | PRSPPI 171.351
LOAN rEPAYMENLS TECEIVEM .....uviiiie it ie ettt e e e ettt e e e ettt e e e e et e e e e e e st b b et e e e s s tbeeeeeeeastbaeeeeasssseeaeesansbaeeaeean (28.351)
F N e OIS =T o] (=] o ] L= 2 0 AP PUPTRUUPRRPN 169.345
I T () =Y 2 0 SRS 169.345
(0T Lo RS- To V7= T g Tot Yo Mo LU g T YT | PRSI 19.039
LOAN rEPAYMENTS FECEIVEM ......eeiiieeiiiiiiie et e ettt e ettt e e e e ettt e e e e e e atee e e e e e e s beeeeaeeansbeeeeeamnsseaaeaaansbneeaaan (29.201)
Interest and iNAeXation ChArgEA ...........ooiiiiiiiiii e e e e e e e st et e e e srrb e e e e e s stbaaeaaeas 19.965
At 30 SEPLEMBDEN 2008 ...t et e e ettt e e e e e a e e e e e e et et e e e e aaabeeeea e e e neeeeaeeaateeeeeeaanreeeaeeaanne 179.149
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