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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 2014 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.

On 5 June, the Annual General Meeting of the Company approved to reduce share capital by the means of retirement
of treasury shares in the amount of ISK 46.1 million. The reduction has no effects on the amounts presented in the
financial statement of the Company.

According to the statement of comprehensive income, profit of the Group for the period amounted to ISK 939 million.
According to the balance sheet, equity at the end of the period amounted to ISK 13,037 million.

On 5 June, the Annual General Meeting of the Company approved that a ISK 1.00 per share dividend shall be paid to
shareholders. The dividend payment in the amount of ISK 1.172 million is paid today, on 27 June 2014.

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 2014, its assets,
liabilities and consolidated financial position as at 31 May 2014 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 2014 and confirm them by means of their signatures.

Képavogur, 27 June 2014

The Board of Directors:

Kristin Fridgeirsdéttir
Erna Gisladottir
Stefan Arni Audolfsson
Salvor Nordal

Sigurdur Arnar Sigurdsson

CEO:

Finnur Arnason
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Consolidated Statement of Comprehensive Income
for the three months ended 31 May 2014

Note

(07015 80 il oTo o Lo 5= o] o OSSR
(1oL E S o] (0] {1 TP OUP PP OPPI

Other Operating iNCOMIE .......cocuiiiiierie et
Salaries and salary-related EXPENSES ........uvvviiieiiiiiiiiiie e
Other OperatiNng EXPENSES ......ccveiiiiiiiieiie ettt sre e eesnee e
Results from operating activities before depreciation

AN AMOTTISALION ..eeiiiiiiiieiee 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 ..uuuuiiiiiiiiiiiiiiiiiiiiiieii i a e reeraaaaeaaarrarararaaaaaaaraaaaaaa,
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.

2014 2013
1.3.-31.5. 1.3.-31.5.
18.885 18.379

( 14.311) ( 13.932)
4574 4.447

27 31

(  1.646) (  1.598)
(  1550) (  1.544)
1.405 1.336

( 166) ( 168)
1.239 1.168

86 51

( 151) ( 173)
( 65) ( 122)
1.174 1.046

( 235) ( 209)
939 837

0,80 0,71
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Consolidated Balance Sheet as at 31 May 2014

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 31.5.2014 28.2.2014
5.339 5.275

7.768 7.774

13.107 13.049

9 5.105 4.831
931 745

4.106 3.837

3.503 4.143

13.645 13.556

26.752 26.605

1.172 1.172

1.272 1.272

10.593 9.654

13.037 12.098

10 4.515 6.154
57 68

749 516

5.321 6.738

10 670 669
11 6.875 6.076
763 938

86 86

8.394 7.769

13.715 14.507

26.752 26.605
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Consolidated Statement of Changes in Equity
for the three months ended 31 May 2014

Share Share Retained Total
capital premium earnings equity
Changes in equity from 1 March to 31 May 2013:
Equity at 1 March 2013 ..........cccovveeeeeeniine, 1.172 1.272 6.287 8.731
Comprehensive income for the period .......... 837 837
Equity at 31 May 2013 ........ccccooeeviiiiieenee 1.172 1.272 7.124 9.568
Changes in equity from 1 March to 31 May 2014:
Equity at 1 March 2014 .........cccccoiviieieiiieeens 1.172 1.272 9.654 12.098
Comprehensive income for the period .......... 939 939
Equity at 31 May 2014 ........ccovvvveeiiiieeiiieeee 1.172 1.272 10.593 13.037

On 5 June, the Annual General Meeting of the Company approved that a ISK 1.00 per share dividend shall be paid to
shareholders. The dividend payment in the amount of ISK 1.172 million will be paid on 27 June 2014. 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.

Interim Consolidated Information of Hagar hf. 31 May 2014 6



Consolidated Statement of Cash Flows
for the three months ended 31 May 2014

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 in cash and cash equivalents ........cccccoooieiniiinic e
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.

2014 2013

Note 1.3.-31.5. 1.3.-31.5.
939 837

( 2) 10)

( 11) 11)

7 166 168
8 65 122
235 209

1.392 1.315

( 722) 438)

786 260

1.456 1.137

86 51

( 147) 152)

( 175) 88)
1.220 948

( 225) 104)

4 11

( 221) 93)

( 1.639) 658)

( 640) 197
4.143 2.947

3.503 3.144
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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 2014 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 2014, 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 27 June
2014.

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 2014.

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 2014. 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
2014.

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 2014 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: 2014 2013
1.3-31.5. 1.3-31.5.

Depreciation of operating assets 162 162
Amortisation of intangible assets 4 6
166 168
8. Finance income and expense
Finance income and finance expense are specified as follows: 2014 2013
1.3.-31.5. 1.3.-31.5.
INEEIEST INCOIME ...ttt ettt b e s ab e e br e e nbe e e beeanneas 86 51
Total fINANCE INCOME ......eiiiiiiiiie e 86 51
Interest expense and INAEXALION ..........ccviviieiiiieeiiiee e e e ( 151) ( 168)
Net foreign eXChange 0SS .....cciiuii it e e enees 0 ( 5)
Total fINANCE EXPENSE ....ooiiiiiiie et ( 151) ( 173)
Net finance iNCOME and EXPENSE .........ceeiiiiiiieiiiee e ( 65) ( 122)
9. Inventories
Inventories are specified as follows: 31.5.2014 28.2.2014
L€ o Tol=] 41T SO STOPR PR 3.338 3.349
SPECIANILY GOOUS ...ttt ettt sttt sbe e e b e b sane e nane e 1.542 1.297
GOOAS TN TFANSI ....eeee ettt ettt e st e e sab e e sbe e e beesbeesaneesaneenes 225 185
TOLAl INVENTOMIES ..ottt sttt e sbe e eb e e s e saee e 5.105 4.831
Inventory write-down at Period-ENd ...........ccoeiiiiiiiiiiiee e 97 97
10. Loans and borrowings
Loans and borrowings are specified as follows: 31.5.2014 28.2.2014

Non-current loans and borrowings
Secured DaNK I0ANS .......cooiiiiii e 4.338 5.972

Finance lease liability 177 182
Total non-current loans and borrowings 4515 6.154
Current loans and borrowings
Current portion of secured bank loans .................. 650 650
Current portion of finance lease liability 20 19
Total current [0ans and DOITOWINGS ......ceciiiieeiiiieeciiee e cee e e e see e sae e e see e e s eaeeeanes 670 669
Total interest bearing loans and DOITOWINGS .........cccvoiiiiiiiinceeeee e 5.185 6.823
Terms and conditions of outstanding loans were as follows:
Weighted average Carrying Carrying
interest rate amount amount
31.5.2014  28.2.2014 31.5.2014 28.2.2014
Debt in ISK, iNdeXed .......cceveiiiiieiiiie e 10,5% 10,5% 197 201
Debt in ISK, NON-INdeXEd ..........cccecvveeeeeeeiieieeeee e 6,9% 7,0% 4,988 6.622
Non-current loans and borrowing, incl. current portion ...... 5.185 6.823
Current portion of non-current loans and borrowings ......... ( 670) ( 669)
Total non-current loans and borrowings ..........c.cccoeveevereeenn. 4515 6.154
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Notes, cont.:

10. Loans and borrowings, contd.
Contractual repayments of loans and borrowings are specified as follows:

Repayments iN L YEAI OF I€SS ......ooiuiiiiiiiiiieiie ettt 670 669
REPAYMENTS IN L = 2 YEAIS ..ottt ettt ettt ettt et esine et e e teeanee e 4.360 5.994
REPAYMENTS IN 2 = 3 YEAIS ....eiiiiiiiie ettt ettt ettt sttt bn et e beeanee e 25 25
REPAYMENTS IN 3 = 4 YEAIS ..ottt ettt ettt ettt e et eanee e 29 29
REPAYMENTS IN 4 = 5 YEAIS ...eiiiiiiiie ittt ettt e et e et e b e e 34 34
YU Y=o U1 o | SRR 67 72
TOAL oo e 5.185 6.823

During the period, the Company repaid ISK 1.472 million of secured bank loans in excess of contractual

maturities.

11. Trade and other payables
Trade and other payables are specified as follows: 31.5.2014 28.2.2014
Trade PAYADIES ......vveieiiiie ettt e e anreeeanee 5.475 4.697
Other PAYADIES ...ttt e e 1.358 1.337
Incentives from OPEerating IEASES .......ccceiiiiiiiiiiii e 42 42
Total trade and other payables ..o 6.875 6.076

12. Group entities
At 31 May 2014 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
31.5.2014 28.2.2014
Hagar verslanir €hf. ... Iceland 100% 100%
Bananar €hf. ... Iceland 100% 100%
Ferskar KiBtvorur €hf. ..o Iceland 100% 100%
NOTON ENF. et Iceland 100% 100%
LY g To 12 T=] 2 TR Iceland 100% 100%
Eignarhaldsfélagio Dagar ehf. .........cccooiiiiiiiiiii e Iceland 100% 100%

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

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

Balance Sheet: 31.5.2014 28.2.2014
Current ratio - Current assets/current liabilities ..........cccceeevviiiiiiiiiiiiis 1,63 1,74
Equity ratio - equity/total Capital .........cceeieriieii e 48,7% 45,5%
Internal value of share capital ... 11,12 10,32
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