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Disclaimer

This presentation and the information contained therein is furnished
and has been prepared by Kvika banki hf and Poyry. for information
purposes only and is strictly confidential. It is furnished for the
viewer’s private information with the express understanding, which
the viewer acknowledges, that it is not an offer, a recommendation or
solicitation to buy, hold or sell, or a means by which any security
may be offered or sold. The presentation is furnished and intended
for European market participants and shall be viewed in that manner.

The opinions and projections presented herein are based on general
information gathered at the time of writing. Opinions and
projections are subject to change without notice. Kvika and Pyry
rely on information obtained from sources believed to be reliable but
does not guarantee its accuracy or completeness. Kvika and Poyry
are not obliged to make amendments or changes to this publication
should errors be discovered or opinions or information change.

Neither Kvika, Pdyry nor any officer or employee thereof accepts
any liability whatsoever for any direct or consequential loss arising
from any use of this publication or its contents. Copyright of this
presentation is owned by Kvika and Pdyry. No part of this
presentation may be reproduced in any manner without the prior
written permission of Kvika.and Poyry
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Kvika and Poyry
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Kvika: Illl.l

The only privately held specialised investment
bank in Iceland

= Provides all core services; capital markets,
corporate finance, asset management and
specialised banking

= Focus on Asset Management and Infrastructure
investment advisory

= Market leader in Nasdaqg OMX Iceland 2015

Poyry: Q péYRY

Europe’s leading specialist energy management
consultancy

Offering expert advice from strategy to
implementation on policy, regulation, business
operations, financing and valuation and
sustainability

Providing in-depth market analysis and strategic
insight across Europe

Over 250 energy market experts
in 12 offices across Europe




CONFIDENTIAL

The project team
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Kvika: Illl.l

Steering committee:

= Dr. Sigurdur Hannesson, Managing Director
Kvika Asset Management. D. Phil in
mathematics from University of Oxford

= Sigurdur Atli Jonsson, CEO of Kvika

= Magnus Bjarnason, MD International Banking
Kvika. Background in renewable energy;,
investment banking and governmental services

Project Manager:
= Rosant Torfason, Corporate finance Kvika.
rosant@kvika.is

Poyry: Q péYRY

Steering committe:

= Dr. Gareth Davies, director at Poyry. Over 17
years of experience in energy policy anlaysis
and energy market economics. PhD in
Economics.

= Michael Martin, principal consultant at Poyry.
Has a vast experience in the modelling of both
hydro and thermal markets.

Project Manager:

= Micheal Martin. michel.martin@poyry.com
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Scope of the work

Cost benefit analysis and impact assessment for Iceland

= Cost Benefit Analysis for Iceland:

Projection on wholesale prices in Iceland with and without an Interconnector
Producer and consumer surplus in Iceland

Cost of the Interconnector, losses and cable failures

Business Models / Evaluate optimal Business Model for Iceland

Support mechanism; CfD‘s, Capacity Mechanism, other guarantees.
Demand and supply projection

= Impact assessment on Iceland:

Households

Power Intensive industries, other industries and services
Energy sector and transmission system

Security of supply

= Other items:

Analyze potential options to mitigate higher electricity prices in Iceland
Experience from other countries i.e. Norway
Environmental issues
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Electricity Demand in Iceland 1992-2014

M Total demand W Power Intensive Industries

= Driven by power-intensive 20
industries (PI11)

= 80% of current demand
from PII

= Three aluminium smelters,
75% of demand

TWh/year

= Long term Power purchase
agreements (PPA)

= Households use, 5% of total
consumption
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Electricity generation in Iceland divided by source

= 71% from hydropower or m Geothermal m Hydro
12.9 TWh

= 29% from geothermal or 5.3
TWh

= Only 8 GWh from 4 onshore
windmills

= Landsvirkjun is the far
largest producer with 71%
share

= Two other producers with
total 26% share
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Key figures

= Shortest distance between
the countries less than 900
kM

= Example on graph
approximately 1,200 kM

= Capacity of 1,000 MW

= Calculated availability 92%

United

Kingdom

Isle of Man
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Onshore transmission system in Iceland needs to be strengthened

= |f landing is on the east
coast the circular
transmission system needs
to be upgraded from 220kV
lines to 400 kV lines

Valkostur B

= |f landing is on the south
coast less investment is
needed

= Need for investment in the o=

onshore transmission will ' —

also depend on the exact _ B Nautsynieg breyting vismstrengs
location of the new ' A 220 Y
generation
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Cost of the interconnector and onshore transmission in Iceland

The cost was compared to
other projects

= Discussions with project
developers

= Qverall cost EUR 3-3.5 bn

= Cost of onshore
transmission built up based
on information from
Landsnet
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