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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 2013 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 837 million.
According to the balance sheet, equity at the end of the period amounted to ISK 9,568 million.

On 7 June, the Annual General Meeting of the Company approved that a ISK 0.50 per share dividend shall be paid to
shareholders. The dividend payment in the amount of ISK 586 million was paid on 26 June 2013.

Statement by the Board of Directors and the CEO

To the best of our knowledge it is our opinion that 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
2013, its assets, liabilities and consolidated financial position as at 31 May 2013 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 2013 and confirm them by means of their signatures.

Képavogur, 28 June 2013

The Board of Directors:

Arni Hauksson
Erna Gisladottir
Hallbjorn Karlsson
Kristin Fridgeirsdottir

Stefan Arni Auddlfsson

CEO:

Finnur Arnason
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Consolidated Statement of Comprehensive Income
for the three months ended 31 May 2013

Note

Cost of goods sold
(1oL E S o] (0] {1 TP OUP PP OPPI

Other OPerating INCOIME ........coouiiiiiiiie ettt e e sabre e e sbeee s
Salaries and salary-related EXPENSES ......cccuiieiiiiieeiiiieeiiireearereeasareesrreeeanaeeeanaraeane
Other OPerating EXPENSES ......ccoiuuiiiiiiiieeitie et e et e et e e b e e tb e e e s bb e e e e bbeeesbbeeeeenes
Results from operating activities before depreciation

AN AMOTTISALION ...eiiiiiiiii ittt ettt e et e e s sibe e e s sabeee e

Depreciation and amOrtiSAtION .............cocvieirieiiiiiie et 7
Results from operating aCtiVities .........cccccoviiiiiiiiiieie e
FINANCE INCOIME ....eiiiiiiiee ettt e et e e s b e e e sabree s
FINANCE EXPENSES . ..iiiiiiieie ettt e et e e e e e et e e e e e s e ssea e e e e e e s ananneeeeeeennnnes

Net fINANCE EXPENSE ..ottt 8

Profit DEfOre iINCOME TAX ..uuuiiiiiiiiiiiiiiiiiiiiiiiiieieeeee e eeeeeaaaeaeeearrarrraraaeraaaraaaaaaa,
INCOMEB TAX .vvvviieieeeeeiiieee e e e e ettt e e e e e e et e e e e e e e ettt e e e e e e e seatbbeeeeeeessassareeeeesssesbsreeeeeeesanees

Comprehensive income for the Period .........oocvveeeieiiiiie e

Earnings per share:
Basic and diluted earnings per share of ISK 1 ........cccocviiiiiiiiiiiiii e

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

2013 2012
1.3.-31.5. 1.3.-31.5.
18.379 17.364

( 13.932) ( 13.179)
4.447 4.185

31 24

( 1598 (  1.570)
(  1544) (1502
1.336 1.137

| 168) ( 184)
1.168 953

51 29

( 173) ( 185)
( 122) ( 156)
1.046 797

( 209) ( 169)
837 628

0,71 0,54
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Consolidated Balance Sheet as at 31 May 2013

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 ...........ccccooociiiiii i
Trade receivable - customers' credit Cards ..........cccccvuvuruireniuiriiiirnirrereee.
Cash and cash eqUIVAIENTS ..........ccviiiiiei i

Current assets

Total assets

Equity

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

Liabilities

LOoaNS and DOITOWINGS ....cocuviiiiiiiie ittt
Incentives from operating @aSES .........ceeiiiiieiiiiie e
Deferred tax Hability ..........cooiiiiiiii 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

Current liabilities

Total liabilities

Total equity and liabilities

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

Note 31.5.2013 28.2.2013
5.023 5.086

7.786 7.789

12.809 12.875

9 5.567 5.099
830 680

3.924 4.113

3.144 2.947

13.465 12.839

26.274 25.714

1.172 1.172

1.272 1.272

7.124 6.287

9.568 8.731

10 7.617 8.275
100 110

773 563

8.490 8.948

10 670 667
11 6.876 6.610
518 606

152 152

8.216 8.035

16.706 16.983

26.274 25.714
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Consolidated Statement of Changes in Equity
for the three months ended 31 May 2013

Share Share Retained Total
capital premium earnings equity
Changes in equity from 1 March to 31 May 2012:
Equity at 1 March 2012 .........cccccoeviieeeiiieeens 1.172 1.272 3.777 6.221
Share-based transaction ............cccccceeeeeninnne 48 48
Comprehensive income for the period .......... 628 628
Equity at 31 May 2012 .......cceecvveeviieeeeiieeenns 1.172 1.272 4.453 6.897
Changes in equity from 1 March to 31 May 2013:
Equity at 1 March 2013 .........cccceivieieiiees 1.172 1.272 6.287 8.731
Comprehensive income for the period .......... 837 837
Equity at 31 May 2013 ........covviiieeiiieeeeiieeene 1.172 1.272 7.124 9.568

On 7 June, the Annual General Meeting of the Company approved that a ISK 0.50 per share dividend shall be paid to
shareholders. The dividend payment in the amount of ISK 586 million was paid on 26 June 2013. The effect of the
dividend has not been posted to these financial statements as it was approved after reporting period-end.

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 2013

Cash flows from operating activities
Net profit for the Period ...........oovii i
Adjustment for:
Gain 0N SaAlE Of ASSEIS ..iiiiiuiiiiiiiiie e
Share based EXPENSE ........veiiiiiiieiii e
Incentives from operating [€ase .........cccceovvciiiiiie e
Depreciation and amortiSAtioN ............ccoeereeeiriieeeniiee e e e
NEt fINANCE EXPENSE ....cceeiiiiiiiie et e e e a e
INCOME TAX .eeiiiiiiiiiiii i,
Working capital provided by operating activities

Change iN CUMENT @SSELS ...cccviiiiiiiie ittt e
Change in current abiliieS ...........covuiiiiiiii e
Cash from operations before interest and taxes

INTErESt rECEIVEM ..o,
1] G (=15 A o T= Lo [P SUPRTPRN
Income taxes paid

Net cash provided by operating activities

Cash flows to investing activities
Acquisition Of OPerating aSSELS .........ccveerriiieriiiie e
Proceeds from the sale of operating assets ..........cccccevrieeeriieeeiiieee e
Net cash used in investing activities

Cash flows to financing activities
Repayment of DOITOWINGS ........eviiiiiiii e
Net cash used in financing activities
Net increase in cash and cash equivalents ........cccccoooieiiiiniec e

Cash and cash equivalents at beginning of the period .........c.cccoccveee

Cash and cash equivalents at 31 My ......cccccviiieiiiiiieiiiee e

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

2013 2012

Note 1.3.-31.5. 1.3.-31.5.
837 628

( 10) 3)

0 48

( 11) 11)

7 168 184
8 122 156
209 169

1.315 1.171

( 438) 715)

260 1.068

1.137 1.524

51 29

( 152) 174)

( 88) 32)

948 1.347

( 104) 93)

11 23

( 93) 70)

( 658) 653)

( 658) 653)

197 624

2.947 2.149

3.144 2.773
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Notes to the Consolidated 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 2013 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.

These condensed consolidated interim financial statements have not been audited or reviewed.

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 2013, 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 28 June
2013.

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 2013.

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.

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
2013.

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 2013 and therefore goodwill was not tested for impairment.

7. Depreciation and amortisation

Depreciation and amortisation is specified as follows: 2013 2012
1.3-31.5 1.3-31.5

Depreciation of OPerating @SSELS ..........cocveiririiiiiiee e 162 175
Amortisation of INtaNgIbIE ASSELS .....cvviiiiiiiiiiie e 6 9
168 184
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Notes, cont.:

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

L1 CT C=ESy A e o = SRS
Total fINANCE INCOME ......uiiiiiie e e e e e e e e e e e e e raraeaeens

Interest expense and INAEXALION .........c..ooiiiiieiiiie e
Net foreign exchange loss .
Total fINANCE EXPENSE .. .eeiieiiiiee ittt ettt e e sttt a e e bb e e e ssbeeeesbbeaeannns

Net finance iNCOME AN EXPENSE .....ccuuviiiiiiiie ittt eiaea e

9. Inventories
Inventories are specified as follows:

[T (o ToT= 4 = USSR
SPECIANLY JOOUS ..eeiiuiiiieiiiie ettt et et e e e ssb e e e bbe e e nteae s
(€70 oo ES T IRt = 1 | S SERRPR
TOLAl INVENTOTIES ...vvvveiiee ittt e e e et e e e e e e s e bt r e e e e e e e ebsbeeeeeeesennsraeeas

Inventory write-down at Period-ENd ............ccooiiiieiiiii i

10. Loans and borrowings
Loans and borrowings are specified as follows:

Non-current loans and borrowings

Secured DAaNK I0ANS .......cooiiiiiiiieei e
Finance lease lability ...
Total non-current 10ans and BOITOWINGS .......covieiiiiiiiiiieiie e

Current loans and borrowings

Current portion of secured bank 10aNS ...
Current portion of finance lease liability .............ccooeiiiiiiiiiii e,
Total current 10ans and DOITOWINGS .....ooviiiiiiiii e
Terms and conditions of outstanding loans were as follows: Weighted
average interest

rate

Debt in ISK, INAEXEA .......eveiieiiiiiiiee e 10,5%
Debt in ISK, un-indexed .... 7,1%

Non-current loans and borrowing, including current portion .
Current portion of non-current loans and borrowings ...................
Total non-current loans and borrowings ..........ccccceveveeiiiieeeiiieeenne

Contractual repayments of loans and borrowings are specified as follows:

Repayments iN 1 YEAr OF I€SS ....coouuiiiiiiiie et
REPAYMENTS IN L = 2 YEAI'S ....eiiiiiieiiieiee sttt
REPAYMENES IN 2 = 3 YBAIS ..coiiiiiiiiiie ettt ettt e e e e bbe e e aneeaeenee
REPAYMENTS IN 3 = 4 YEAI'S ..ottt
REPayMeNtS IN 4 = 5 YEAIS ...co.uiiiiiiieieii ettt bre e snee e
SUDSEQUENL ...t
TOMAD et et

2013 2012
1.3.-315 1.3.-31.5.
51 29
51 29
168) ( 185)
5) 0
173) ( 185)
122) ( 156)
31.5.2013 28.2.2013
3.547 3.502
1.700 1.358
320 239
5.567 5.099
122 122
31.5.2013 28.2.2013
7.427 8.082
190 193
7.617 8.275
650 650
20 17
670 667
31.5.2013 28.2.2013
Carrying Carrying
amount amount
210 210
8.077 8.732
8.287 8.942
670) ( 667)
7.617 8.275
670 667
673 670
6.803 7.454
29 26
34 30
78 95
8.287 8.942

During the period, the Company repaid ISK 500 million of secured bank loans in excess of contractual maturities.
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Notes, cont.:

11. Trade and other payables

Trade and other payables are specified as follows: 31.5.2013 28.2.2013
Trade PAYADIES ......oiiiiiiii e b e aar e s 5.361 4.751
Other PAYADIES .......ooiiie s 1.472 1.816
Incentives from operating leases ... 43 43
Total trade and other payabIes ... 6.876 6.610

12. Group entities
At 31 May 2013 the Company’s subsidiaries were eight. The subsidiaries included in the condensed consolidated
interim financial statements are the following:

Place of registration Ownership
and operation interest

31.5.2013 28.2.2013
Hagar verslanir €nf. ... Iceland 100% 100%
Bananar €hf. ......ccuiiiiiii Iceland 100% 100%
DBH & 1S1andi €hf. .......c.c.cooveveeiieeeeeeeeceeeee et Iceland 100% 100%
Ferskar Kjotvorur ehf. ........cociiiiiiii e Iceland 100% 100%
NOFON ENF. .o Iceland 100% 100%
SOINGIN EhF. i Iceland 100% 100%
(1514 To 10 TR=Y 2 TR Iceland 100% 100%
Eignarhaldsfélagio Dagar ehf. ... Iceland 100% 100%

The Parent Company has pledged all its shares in the abovementioned subsidiaries.

13. Other matters
The Company made a claim in the District Court of Reykjavik on Arion bank hf. due to final settlement of loans in
foreign currencies. The claim is in the amount of ISK 825 million. On 28 May 2013 Arion bank hf. was acquitted of the
claim. The Company has decided to appeal the decision to the Supreme Court.

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

Balance Sheet: 31.5.2013 28.2.2013
Current ratio - Current assets/current liabilities ...........cccccceeiiiiiiiiiiiee e, 1,64 1,60
Equity ratio - equity/total Capital ...........ccoooiiiiiiiiii 36,4% 34,0%
Internal value of share capital ..........cccoiiiiiii 8,16 7,45
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