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Endorsement and Signatures by the
Board of Directors and the CEO

The condensed consolidated interim financial statements of Hagar hf. ("the Company") for the period 1 March to 31
May 2015 have been prepared in accordance with International Financial Reporting Standards (IFRSs) for interim
financial statements (IAS 34). The financial statements comprise the consolidated interim financial statements of
Hagar hf. and its subsidiaries, together referred to as the "Group". The Company’s auditors have not audited or
reviewed these interim financial statements.

According to the statement of comprehensive income, profit of the Group for the period amounted to ISK 811 million.
According to the balance sheet, equity at the end of the period amounted to ISK 15,575 million.

On 4 June, the Annual General Meeting of the Company approved that a ISK 1.70 per share dividend shall be paid to
shareholders. The dividend payment in the amount of ISK 1.992 million was paid on 25 June 2015.

Statement by the Board of Directors and the CEO

To the best of our knowledge, the condensed consolidated interim financial statements give a true and fair view of the
consolidated financial performance of the Company for the three month period ended 31 May 2015, its assets,
liabilities and consolidated financial position as at 31 May 2015 and its consolidated cash flow for the period then
ended in accordance with International Financial Reporting Standards (IFRSs) for interim financial statements (IAS
34).

The Board of Directors and the CEO have today discussed the condensed consolidated interim financial statements
of Hagar hf. for the period 1 March to 31 May 2015 and confirm them by means of their signatures.

Képavogur, 30 June 2015

The Board of Directors:

Kristin Fridgeirsdéttir
Erna Gisladottir
Salvor Nordal
Sigurdur Arnar Sigurdsson

Stefan Arni Auddlfsson

CEO:

Finnur Arnason
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Consolidated Statement of Comprehensive Income
for the three months ended 31 May 2015

Note 2015 2014
1.3.-31.5. 1.3.-31.5.

SIS e 18.668 18.885
Cost 0f OOAS SOl .......ooviiiiiiicc ( 14.183) ( 14.311)
GrOSS PrOFIt ceeeieiiiie ettt a e 4.485 4574
Other OpPerating iNCOIME ........ooiiiiiiiiiiie ettt e e et e e s sntee e e snbeeeeareeeeennes 45 27
Salaries and salary-related EXPENSES .......coccuiiiiiiiieiiiiee e ( 1.697) ( 1.646)
Other operating EXPEMNSES .......ccccuiiiiiiiiiiie e ( 1.621) ( 1.550)
Profit from operating activities before depreciation and amortisation ................. 1.212 1.405
Depreciation and amOrtiSAtON ...........cceeirieiiieriie e 7 ( 171) ( 166)
Profit from operating aCtivitieS ........oooiiiiiiiie e 1.041 1.239
FINANCE INCOME .ttt 48 86
FINANCE EXPENSES ..oiiiiiiie ittt e e e et e e e e e s e e s s e e e nanes ( 75) ( 151)
Net fiNANCE EXPENSE ... 8 ( 27) ( 65)
Profit DEfOre INCOME X ....veiiiiiiiiee s 1.014 1.174
INCOIME TAX . bbbt b bbbt btebneneenee ( 203) ( 235)
Comprehensive income for the Period ..o 811 939

Earnings per share:
Basic and diluted earnings per share of ISK 1 ........cccooviiiiiiiiiiei e 0,69 0,80

The notes on pages 8 to 10 are an integral part of these financial statements.
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Consolidated Balance Sheet as at 31 May 2015

Assets
(O] o<1 g= 11] g To Jr= TS ] (PSSR
INtANQIDIE ASSELS ..vviiiiiiiiiie e

INVENTOMIES .vvviiiiiiiieeieeee ettt ettt e e e e e e et et e e e e e e e e e e e e e e e e e e e e e e e aaaaaaaaaaaaaeas
Trade and other receivables ...........c.ccoooiiiiii i
Trade receivable - customers' credit Cards .........cccccvvvveririeenrriniirerrrer...
Cash and cash eqUIVAIENTES ..........cooviiiiiiiiie e

Total current assets

Total assets

Equity

Share CapItal ......oooiieieeie s
Share PremiUm ..o et
RetaiNned EaININGS ....ooviiiiiieiiiie e

Liabilities

L0oaNS and DOITOWINGS ...ccoouviiiiiiiie ittt
Incentives from operating @aSES .........ceeiiiiieiiiiie e
Deferred income tax lability ..........cccooviiiiiiiiii e

Loans and borrowings ............
Trade and other payables
Current tax liabilities ...............
PrOVISIONS .ovviiiiiiiiiiiiieieieeeeeeeeeee ettt e e e e et e e e e e e e e e e e e e e e e e e e e e e e e e e e e aaaeaeeas

Total current liabilities

Total liabilities

Total equity and liabilities

The notes on pages 8 to 10 are an integral part of these financial statements.

Note 31.5.2015 28.2.2015
7.148 6.770

7.753 7.750

14.901 14.520

9 4.951 4.606
752 864

3.854 4.271

4.814 3.348

14.371 13.089

290.272 27.609

1.172 1.172

1.272 1.272

13.131 12.320

15.575 14.764

10 4.052 4.239
13 25

729 527

4.794 4.791

10 750 749
11 7.484 6.375
619 880

50 50

8.903 8.054

13.697 12.845

29.272 27.609
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Consolidated Statement of Changes in Equity
for the three months ended 31 May 2015

Share Share Retained Total
capital premium earnings equity
Changes in equity from 1 March to 31 May 2014:
Equity at 1 March 2014 .........cccccivieieiiieeens 1.172 1.272 9.654 12.098
Comprehensive income for the period .......... 939 939
Equity at 31 May 2014 .......cooviiveeiiieeeeiieeenns 1.172 1.272 10.593 13.037
Changes in equity from 1 March to 31 May 2015:
Equity at 1 March 2015 ..........cccoiieeeeeniine, 1.172 1.272 12.320 14.764
Comprehensive income for the period .......... 811 811
Equity at 31 May 2015 .......ccooviiieeriieeeiieeee 1.172 1.272 13.131 15.575

On 4 June, the Annual General Meeting of the Company approved that a ISK 1.70 per share dividend shall be paid to
shareholders. The dividend payment in the amount of ISK 1.992 million was paid on 25 June 2015. The effect of the
dividend has not been recognised to these financial statements as it was approved after the reporting date.

The notes on pages 8 to 10 are an integral part of these financial statements.
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Consolidated Statement of Cash Flows
for the three months ended 31 May 2015

Cash flows from operating activities
Profit for the PEHOd ........oeiiieiii e
Adjustment for:
Gain 0N Sale Of @SSELS ....eiicvieiiiiiiee e
Incentives from operating 1€aSe ..........coocveviiiiie i
Depreciation and amortiSAtION ............ccuveerieieeiiiieeeiiiiee e e sieeessiee e
Net fINANCE EXPENSE .. ..eiiiiiiieeiitie ettt e
INCOME TBX 1ttt ettt
Working capital provided by operating activities

Change iN CUMENT ASSELS ....ocuviiiiiiie it
Change in current abilities ...........ooiuiiiiiiiie e
Cash from operations before interest and taxes

INtErest INCOME FECEIVEM ........uviiiiiiie et aee e
INtErest eXPENSES PAIH ....ccoiciiiieiiiiie et
INCOME tAXES PAID ...eeeiiiiieiiiiie ettt e st e e e st e e snbeeeeanaeeeens

Net cash provided by operating activities

Cash flows used in investing activities

Acquisition Of Operating aSSEtS .........cccveviiiiieiiiie e

Proceeds from the sale of operating asSets ...........ccccevviieeiiiieeiiieee e
Net cash used in investing activities

Cash flows used in financing activities
Repayment of DOITOWINGS .......oooiiiiiiiiiie e

Net increase (decrease) in cash and cash equivalents .........cccccccceeeene
Cash and cash equivalents at beginning of the period .........c.cccoccveee

Cash and cash equivalents at 31 May ......cccccvivieiniiiieinieee e

The notes on pages 8 to 10 are an integral part of these financial statements.

2015 2014

Note 1.3.-31.5. 1.3.-31.5.
811 939

( 3) ( 2)

( 11) ( 11)

7 171 166
8 27 65
203 235

1.198 1.392

184 ( 722)

1.107 786

2.489 1.456

51 86

( 76) ( 147)

( 261) ( 175)
2.203 1.220

( 561) ( 225)

11 4

( 550) ( 221)

( 187) (  1.639)
1.466  ( 640)

3.348 4.143

4.814 3.503
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Notes to the Consolidated Interim Financial Statements

1. Reporting entity
Hagar hf. (the "Company") is a limited liability company incorporated and domiciled in Iceland. The address of the
Company's registered office is Hagasmari 1, Képavogur, Iceland. The condensed consolidated interim financial
statements of the Company as at and for the three months ended 31 May 2015 comprise the Company and its
subsidiaries, together referred to as the "Group" and individually as "Group entities". The main activity of the
Group is retail.

2. Statement of compliance
These condensed consolidated interim financial statements have been prepared in accordance with International
Financial Reporting Standard IAS 34 Interim Financial Reporting.

They do not include all of the information required for a complete set of consolidated annual financial statements
and should be read in conjunction with the consolidated financial statements of the Company as at and for the
year ended 28 February 2015, which are available on the Company's website, www.hagar.is, and the OMX
Nasdagq Iceland website, www.nasdagomx.com.

The condensed consolidated interim financial statements were approved by the Board of Directors on 30 June
2015.

3. Significant accounting policies
The accounting policies applied by the Group in these condensed consolidated interim financial statements are
the same as those applied by the Group in its consolidated financial statements as at and for the year ended 28
February 2015.

These consolidated financial statements are presented in Icelandic kronas (ISK), which is the Company's
functional currency. All financial information presented in Icelandic kronas has been rounded to the nearest
million.

Changes in accounting policies

The Group has adopted all new standards and amendments to standards, including any consequential
amendments to other standards as they have been endorsed by the EU, with a date of initial application of 1
January 2015. The adoption does not have any effect on the Group's financial statements.

4. Estimates
The preparation of interim financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities,
income and expense. Actual results may differ from these estimates.

In preparing these condensed consolidated interim financial statements, the significant judgements made by
management in applying the Group's accounting policies and the key sources of estimating uncertainty were the
same as those that applied to the consolidated financial statements as at and for the year ended 28 February
2015.

5. Segment reporting
The Group does not present business segments as its operation is mainly in retail and in Iceland.

6. Goodwill
Impairment tests
There was no indication of impairment at 31 May 2015 and therefore goodwill was not tested for impairment.
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Notes, cont.:

7. Depreciation and amortisation

Depreciation and amortisation is specified as follows: 2015 2014
1.3-315. 1.3-31.5.

Depreciation Of OPerating @SSELS .........ccuiiiiiiiiiriiie et 169 162
Amortisation oOf INtaNGIDIE ASSELS .......vviiiiiiiiie e 2 4
171 166

8. Finance income and expense
Finance income and finance expense are specified as follows:

INEEIESE INCOIME ...iiiii ettt sttt e nee s 47 86
Net foreign eXChange QaiN ........coooviiiiiiee e 1 0
Total fINANCE INCOME ....coiiiiiiiiie e 48 86
Interest expense and INAEXALION ........cc.cooiiiieiiiiie e ( 75) ( 151)
Total fiINANCE EXPENSE .....cceiiiiiiiie e ( 75) ( 151)
Net fiNANCE EXPENSE .......ccuiiiiiiiiiic i ( 27) ( 65)

9. Inventories

Inventories are specified as follows: 31.5.2015 28.2.2015
L€ oTot=T [T T T PO PP U PP PP PP UPPRPPPPPPTRIN 3.067 3.024
Non food goods 1.525 1.394
Goods in transit 359 188
TOLAI INVENTOTIES .ottt e b 4.951 4.606
Inventory write-down at Period-€Nd ...........cccviiiiiiiiiiiie e 97 99
10. Loans and borrowings
Loans and borrowings are specified as follows:
Non-current loans and borrowings
Secured DanK IOBNS .......oueiiiiiieiei e s 3.896 4.077
Finance lease liability ... 156 162
Total non-current loans and DOITOWINGS .......cvvvviiiiiiiiii e 4.052 4.239
Current loans and borrowings
Current portion of secured bank 08NS ... 728 728
Current portion of finance lease liability ...........ccccoviiiiii e 22 21
Total current 10ans and DOITOWINGS .......eiiiiiiiiiiiiii e 750 749
Total interest bearing 10ans and DOITOWINGS ........cccooiiiiiiiiiiiiiie e 4.802 4.988
Terms and conditions of outstanding loans were as follows:
Weighted average Carrying Carrying
interest rate amount amount
31.5.2015 28.2.2015 31.5.2015 28.2.2015
Debt in ISK, non-indexed .............cccoeeee e 6,1% 6,1% 4.624 4.805
Debt in ISK, indexed 10,5% 10,5% 178 183
Non-current loans and borrowing, incl. current portion ..... 4.802 4.988
Current portion of non-current loans and borrowings ........ ( 750) ( 749)
Total non-current loans and borrowings ............ccceevveennee. 4.052 4.239
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Notes, cont.:

10. Loans and borrowings, contd.

Contractual repayments of loans and borrowings are specified as follows: 31.5.2015 28.2.2015
Repayments iN 1 YEAI OF I€SS ....coccviiiiiieieeciii e 750 749
REPAYMENTS 1N L = 2 YEAIS ..ooiviiieiiiiie ittt ettt st e e e ee e st e e e nneeas 754 753
REPAYMENTS 1N 2 = 3 YEAIS ..ociiiieiiiii ettt e 758 756
REPAYMENLS 1N 3 = 4 YEAIS ..ooiiiiieiiiii ettt e e et ee e st neneas 762 761
REPAYMENLS IN 4 = 5 YEAIS ..ottt 1.750 1.931
T8 o1 To 0T o | PR 28 38
TOMAI ettt e e s 4.802 4.988

11. Trade and other payables
Trade and other payables are specified as follows:

Trade PAYADIES ....ccoc.viiiiie e 5.641 4.811
Other payables 1.799 1.521
Incentives from operating 1€ases ...........cccceeviiiiiienii i 44 43
Total trade and other Payables ... 7.484 6.375

12. Group entities
At 31 May 2015 the Company’s subsidiaries were six. The subsidiaries included in the condensed consolidated
interim financial statements are the following:

Place of registration Ownership
and operation interest
31.5.2015 28.2.2015
Hagar verslanir €hf. ... Iceland 100% 100%
Bananar ENf. ... Iceland 100% 100%
Ferskar kjotvorur ehf. .... Iceland 100% 100%
Noron ehf. .....ccccceeniiis Iceland 100% 100%
ShOfN €NF. .o, Iceland 100% 100%
Eignarhaldsfélagio Dagar ehf. ...........ccccooiiiiiiniiiiiic e Iceland 100% 100%

The Parent Company has pledged all its shares in the above mentioned subsidiaries as collateral for loans and
borrowings

13. Financial Ratios
The Group’s primary financial ratios are as follows:

Balance Sheet: 31.5.2015 28.2.2015
Current ratio - Current assets/current iabilities .........ccoooivviiiiiiiiiiiiiii e 1,61 1,63
Equity ratio - equity/total Capital ...........ccceeeiiiiiiiii 53,2% 53,5%
Internal value of share capital ... 13,29 12,60
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