FAROE ISLANDS SEPTEMBER 27-28 2016

O |5
M |3
Q2
N =
>z
O |
WW
vl | E




Annual Report and Annual Accounts 2016

Annual General Meeting 21 April 2017

Photos: Finnur Justinussen/Fotostudio, Alan Brockie, Olavur Frederiksen/Faroephoto,
Torkil Strem, Andreas Mouritsen, OpenHydro, Magnus Froderberg/norden.org,

Bogi Bendtsen, Eydun Eliasen and SEV.

Layout, printing, binding: Faroyaprent



Contents

Aboutthe Company .............................
Management Report. . ......... ... ... .. ...,
Independent Auditor's Report. . ...................
Key Figures and Financial Ratios..................
Management Review . ...........................
Accounting Principles . ............... .
Income Statement 1 January — 31 December . . . ...
Balance Sheet 31 December.....................
Cash Flow Statement ...........................

o N O M

16
20
21
23
24




Electricity Company SEV
(Elfelagid SEV)
Grid Accounts 2016

Contents

About the Company .............................
Management Report. . .............. .. ... ..
Independent Auditor's Report.....................
Key Figures and Financial Ratios..................
Management Review............................
Accounting Principles . .................... ...
Income Statement 1 January — 31 December ... . ..
Balance Sheet 31 December.....................
Cash Flow Statement ...........................

The Company

Elfelagid SEV

Administration:

Landavegur 92

Post Box 319

FO-110 Térshavn

Telephone: +298 346800
Website: www.sev.fo

Email: sev@sev.fo

Reqistered office: Térshavn
Accounting year: 01.01-31.12
Business Registration No.: 331538

4 2016

0N O UM

16
20
21
23
24

Board

John Zachariassen, Chairman of the Board

Hans Jakup Johannesen, Vice Chairman of the Board
Marin Katrina Frydal, Member of the Board

Jonsvein Hovgaard, Member of the Board

Sune Jacobsen, Member of the Board

Vinjard Tunga, Member of the Board

Kristian Eli Zachariasen, Member of the Board

Management

Hakun Djurhuus, Managing Director, CEQ

Bogi Bendtsen, Director of Administration, CFO
Jon Nielsen, Director of Distribution, CTO

Heri Mortensen, Director of Production, COO

Auditor
JANUAR State Authorized Public Accountants P/F



Management Report

The Board of Directors and Management hereby submit SEV's Annual
Report and Accounts for fiscal year 1 January - 31 December 2016.

The Report is drawn up pursuant to the Faroese Financial State-
ments Act.

It is our opinion that the accounting methods used are suitable and
that the Accounts give a true and fair view of the Company's assets,
liabilities, financial position as at 31 December 2016 and the result

of operations for fiscal year 1 January - 31 December 2016.

It also our opinion that the Management Review constitutes a true
and fair report on the matters included in it.

The Annual Report is submitted to the Annual General Meeting with
a recommendation for approval.

Torshavn, the 31st of March 2017

Management

Hakun Djurbuus
Managing Director, CEO

Board

Financial Management

SEV

Bogi Bendtsen

Director of Administration, CFO

John Zachariassen Hans Jakup Johannesen Marin Katrina Frydal
Chairman Vice Chairman
Jonsvein H Sune Jacobsen Vinjard Tunga

Kristian Eli Zachariasen
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Independent
Auditor’s Report

The Grid Accounts have been prepared as a supplement to the
Consolidated Group Annual Report and Accounts of Elfelagid SEV.

We have completed the audit of the Annual Accounts of Elfelagid
SEV and it did not result in any qualifications or request for ad-
ditional information. Please refer to page 52 in the Consolidated
Group Annual Report and Accounts of Elfelagid SEV for the com-
plete auditor’s report.

Térshavn, the 31st of March 2017

P/F Januar
State-authorized Public Accountants P/F

Hans Laksa
State auth. auditor

6 2016



SEV

Key Figures and Financial Ratios

Figures in tDKK 2016 2015 2014 2013 2012
t.DKK. t.DKK. t.DKK. t.DKK.

Income statement
Net Sales 421.436 417.605 411.888 386.045 354896

Financial items, net

Annual results

Balance sheet
Total assets 1.295.072 999.388 789.369 609.783 597491

Equity 449734 432.052 352.356 320525 336.429

Financial ratios*)

Return on equity 2,7% 19.8% 95 % -4.8 %
Assets turnover 0,33 042 052 063
Equity/assets ratio 34,7% 43.2% 44.6 % 526 %

*) Financial ratios are calculated in accordance with the recommendations of the Danish Society of Finanscial Analysts,
Recommendations and Financial Ratios 201 1
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Management Review

Main Activities

SEV is an inter-municipal cooperative electricity utility company.
The purpose of the Company is to generate electric power and
distribute it to its customers in the participating municipalities.
According to the Articles of Association, the Company is to carry
out its purpose consistent with economically sound commercial
principles with due regard for the environment.

The accounts for the power grid activities of SEV are a part of
the consolidated accounts of SEV. The report encompasses SEV's
power grid activities, including administration, for the period 1
January 2016 to 31 December 2016.

Business Activities

Upgrading and Refurbishment

The work to update the 10, 20, and 60 KV grid continues.
The work was done in close cooperation with the relevant
government authorities, the municipalities, the Faroese Public
Works Department, and Faroese Telecom.

During 2016, the Company erected 14 new 10 and 20 KV
transformer stations in different regions around the country.
Moreover, it was necessary to replace some of the older transformer
stations, as they have become obsolete and run-down.

Maintenance
Again in 2016, a good deal of maintenance work was carried out
on the grid to ensure a stable supply of power to the customer.

Graph 1 shows how the number of faults has decreased over time.
The Graph shows that the number of faults has declined from
1989 through 2016. Systematic maintenance work, combined
with the continued upgrading of the grid, is the reason that SEV
today has fewer faults than ever before in the electricity system.

The 19 faults registered in 2016 are not all the type of faults
that impact every customer simultaneously. Two faults were so
extensive that everyone was impacted on Suduroy.

Some faults impact only a very limited number of customers
such as a cable disruption in a certain section of town, or a high
voltage fuse that blows at a transformer station.

Faults in the high-tension grid in 2016
In the 2016, there were 19 faults in the high-voltage system.
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Graph 2 shows what type of faults occurred and where they
were located.

FINANCIAL OVERVIEW

Revenue

There are three factors that impact SEV's principal income: changes
in electricity prices, changes in overall electricity consumption, and
shifts between the various customer price groups from year to year.

Power grid income is derived from the sale of electricity to com-
mercial, retail and public sector customers, including the munici-
palities. Further, income is derived from fixed base-rate payments,
connection fees and other service fees from certain customers.

On 1 January 2011, SEV increased the price of electricity by DKK
0.15 per kWh, following the approval of the Faroese Electricity
Production Commission. At the same time, both the Commission
and SEV understood that, given the high price of oil and the need
for the expansion and upgrading of both the grid and the production
facilities, higher prices in the future would be necessary. Therefore,
as of 1 January 2012, SEV increased its prices by DKK 0.10 per
kWh, and again on 1 January 2013 by DKK 0.05 per kWh for its
private retail customers, and DKK 0.11 per kWh for its industrial
commercial customers, which are subject to a special pricing tariff
for industrial companies, including fish farming, agriculture, the
fishing industry and certain IT service providers with an annual
usage above 20,000 kwh.

In addition, SEV increased the connection fee as of 1 January 2013
to ensure profitability within this activity area. This fee had not
been indexed for many years and consequently the operational
result within this area remained out of balance. With the increase,
harmonization was achieved in the activity area.

The tariff for industrial customers was again increased by DKK
0.05 in January 2014. Increasing the price for certain customers
as opposed to others is part of a strategy to enhance profitability
within the various customer groups.

No amendments to the price schedule were undertaken in 2015
and 2016.

The Extraordinary General Meeting of 25 November 2016 approved
a proposal from SEV’s Board of Directors to reduce the price of
electricity by DKK 0.05 per kWh effective 1 January 2017, even
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though considerable expansion lies ahead for the Company. The
price reduction is effective for all customer tariff groups and
is based on the exceptional financial position of the Company.

For many years in a row, revenue grew almost without exception
due to increased electricity consumption. However, since 2009
through and including 2011, actual electricity usage remained
essentially constant. In 2012, there was an increase of 2.6%,
in 2013 the increase was 5.0%, in 2014 it was 3.4%, in 2015
growth was 1.5%, while in 2016 growth was 0.9%.

Beginning with fiscal year 2011, SEV began to maintain separate
financial accounts for production and power grid activities. In this
regard, SEV calculates production unit profit by using the same
method as prescribed in the tender rounds for wind power. The
inclusion of profit is to provide a truer picture of the operations
of the production unit, compared to the WACC of the Company
and the asset appreciation of the production unit. Consequently,
2011 was the first time that profit from production activities was
compared to power grid activities

Production revenue shall cover all its expenses, including its
respective costs for grid administration and security. Moreover,
production shall achieve a WACC profit of around 4-5% of
beginning-of-year equity.

Profit for 2016 was calculated to be DKK 30.5 million, compared
to DKK 25.2 millionin 2015, equating to around 5.0% and 4.2% of
Production beginning-of-year equity. A profit of 4-5% is considered
areasonable result (WACC) at present, compared to inflation and
other investment alternatives.

Total result of the Grid Division was DKK 12.4 million, which
reflects the requirement for self-financing.

According to the Electricity Production Act, Grid activities shall be
financially self-sufficient, such that revenue is sufficient to cover
operations and planned necessary investment in infrastructure.

For the Grid Department, this means that it can have a revenue
that covers Grid-related expenses as well as planned infrastructure
investment. Revenue for necessary investment is based on an
expectation of own-financing.

When infrastructure investment is needed, a portion of the
investment required shall be self-funded, thus negating that
the entire investment is financed by a loan facility. SEV has
determined that self-financing of some 25% is sufficient and the
Production and Grid accounts for 2016 reflect this expectation.

The decision regarding self-financing is based on the budgeted
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investment for both Production and Grid. SEV's budget for 2017
projects investment from 2016-2020 for Production to be DKK
1,049 million, equalling some DKK 210 million annually, of which
a 25% self-financing would be DKK 52 million or rounded to
DKK 50 million.

For the Grid, investment is envisioned to be DKK 547 million,
or DKK 109 million annually, of which self-financing would be
DKK 27 million, or rounded to DKK 30 million. It is advisable that
self-financing should be at such a level that it can be derived
from operational profit.

Self-financing for each respective year shall be calculated thusly:
operational cash flow less interest and repayment costs compared
to the requirement of 25% self-financing of the annual average
investment over the next five year.

For the Grid, this means that the annual result shall be adjusted
such that the profit is equal to the expenses incurred by the Grid
plus a self-financing requirement of 25% of the annual average
investment in the grid over the next five years.

Distribution of profit between Production and the Grid in previous
years was based on an allocation to Production that ensured that
all costs were covered, including costs for its respective portion of
grid administration and security plus a 4-5% return on beginning-
of-year equity. If SEV’s total consolidated result was larger than
this calculated allotment, the remainder was transferred to the
Grid Department. This is now changed so that the Grid Department
is allotted an adjusted result and not the Production Department.

The operational result for the Grid Department in 2016 was a
profit of DKK 12.4 million, compared to a profit in 2015 of DKK
77 8 million, which can be compared to a profit in 2014 of DKK
31.8 million, which can again be compared to a loss in 2013 of
DKK 15.9 million.

The total consolidated revenue of the Company in 2016 was DKK
421 .4 million, compared to DKK 422.0 million in 2015, equating
to a decline of DKK 0.6 million or 0.1%. By far the largest portion
of revenue was derived from electricity consumption payments
which equated to DKK 392.7 million, while DKK 28.8 million was
revenue derived from fixed-fee charges and other income. This
is consistent with the previous year.

Table 1 shows settled electricity sales in GWh to SEV’s various
customer segments.

Please refer to the various detailed financial analyses regarding
sales in SEV’s consolidated Group accounts, available at www.
sev.fo.



Electricity sales are increasing for agriculture, fish farming, fishing
industry, and raw materials industry, retail stores and restaurants,
transport, etc., public and private services, and housing. On the
other hand, a decline can be seen in production, construction, and
street lighting. Financial services, insurance, and other business
services remain as before.

Electricity consumption for houses and apartments, etc. for 2016
saw a small advance, compared to 2015 and 2014. Electricity
consumption for private retail customers was higher from 2008 to
2013 than today. It should be noted that there was a significant
decline in electricity consumption for residential homes and
apartments in 2012, compared to 201 1. This is one indication that
the marketing campaign “brika minni” (“Use less”) has encouraged
consumers to think more about their electricity consumption. In
addition, there is a distinct trend to replace old, uneconomical
electrical appliances for newer, more economical appliances that
use less electricity. Also, regular light bulbs are being replaced
with low-power bulbs or LED bulbs, which use significantly less
power than older light bulbs.

Table 1.
Customer Segments in GWh

Manufacturing, production
Retail, catering and lodging
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Table 2 shows the electricity consumption of private retail
consumers distributed among the islands.

According to Table 2, the consumers on Koltur have the highest
consumption, while consumers on Streymoy have an average
consumption of 3,935 kWh. The average usage for all islands
is 3,879 kWh. Small areas like Fugloy, Hestur and Mykines have
rather few consumers, and many homes stand empty part of the
year. This influences the average individual consumption rates
for these areas.

Please refer to the various detailed financial analyses regarding
sales in SEV's consolidated Group accounts, available at www.
sev.fo.

Expenses

Expenses in 2016 were DKK 318.2 million, compared to DKK 3189
million in 2015, corresponding to a reduction of DKK 0.7 million
or 0.2%. Included in this amount is a profit of DKK 30.5 million
in 2016 and DKK 25.2 million in 2015 for production facilities.

Transport, postal and
telecom services

Finance, insurance and other
business services

Public and private services,
churches, congregations, ect.
Street lighting

Residential housing,
apartments, holiday homes
and boathouses

Total settlement
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Table 2. Private

Number of

Average

Average Average

Number of Number of

consumption per To.tal kWh per To-tal kWh per To.tal kWh per consumers consumers consumers consumption consumption consumption
island island 2016 island 2015 island 2014 2016 2015 2014 per consumer per consumer per consumer
2016

Bordoy 7.952.990 8.148.458 8279490 1967 1964 1.956 4.043 4.149 4233
. Eystumy ................ 17305600 ....... 17334738 R 17213038 .......... 4182 .......... 4170 e 4153 .......... 4138 .......... 4157 e 4145
Fuglo\/ ...................... 36396 ........... 37613 ........... 3966813 .............. X 3 .............. l 2280028933306
Hestur ...................... 49926 ........... 48849 ........... 4946527272718491809 ........... l 832
Kalsoy ..................... 188169 .......... 189468 .......... 1 89692808080235223682371
Kunoy ...................... 247867 .......... 228412215610646463387335693422
Mykmes ..................... 58766 ........... 56721 ........... 52821 ............. 41 ............. 414114331383 ........... l 288

NO[SOV ..................... 4 02733 .......... 395806378873 ............ 132 ............ 132 ............ 1323051 R 29992870

. Sandoy .................. 2117425 ........ 2100316 ........ 2108428 ............ 657 ............ 657 ............ 658 e 3223 e 3197 e 3204

Skuvoy ...................... 82773 ........... 85383 ........... 82908 ............. 40 ............. 4040206921352073

Streymoy ................ 3 5702344 ....... 3568224935455756 .......... 9073 .......... 9025 R 89913935 R 39543943

Suaurov .................. 7139616 ........ 7122397 ........ 7347353 .......... 215221572145331833023425
Svmov ...................... 43135 ........... 41722 ........... 78419222323196118143410
. Vagoy .................... 5257579 ........ 5283800 ........ 5117696 R 1313 R 1309 ........... ) 301 .......... 4004 .......... 4037 e 3934
. Vlaov ...................... 9 13658 .......... 908537 R 901927 ............ 216 ............ 216 ............ 214 .......... 4230 .......... 4206 s 4215
Total 77.507.803 77.664.469 77.511.144 19.981 19.918 19.836 3.879 3.899 3.908

Expenses for goods and services and wages were DKK 63.8 million,
compared to DKK 61.0 million in 2015. Hence, these expenses
were DKK 2.8 million higher in 2016 than in 2015.

Expenses related to SEV’s universal

service obligation

Total expenses for the power grid division include the cost to
produce electricity and the cost of transporting that electricity
throughout the country to each and all.

Total grid expenses can be subdivided into the expenses for
controlling the power grid, the cost of ensuring the stable delivery
of electricity, rolling power, power reserve, and other costs related
to SEV’s universal service obligation. The electricity production
plants sell their power to the grid division. This payment to the
grid division includes the price of electricity and a portion of the
universal service obligation attributed to the production plants.

Expenses related to controlling the power grid

The Suduroy power grid is managed at the production plant in
Vagur, while management of the power grid for the central part of
the country takes place at the Fossa power plant in Vestmanna.

The cost of some DKK 2.3 million to manage the power grid from
the Fossa power plant is calculated, thus: total employee expenses
at the Fossa power plant (DKK 3.0 million for a normal operational
year) minus employee expenses related to the operation of the
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power plant itself per operational year (DKK 0.7 million). The
cost to operate the power plant itself is deemed to be the same
as the cost to run the Myra and Heyga power plants combined,
which corresponds to DKK 0.7 million for a regular operational
year. The cost for managing the power grid at the Fossa power
plant is used as the basis for the cost of managing the power
grid on Suduroy, corresponding to DKK 2.3 million.

The expenses related to SEV’s universal service
obligation, rolling power and power reserve

The expenses related to SEV’s power supply guarantee, rolling
power and its power reserve are estimated to be 5.0% of total
operational expenses, including depreciation, for the Sund and
Vags power plants, which equals DKK 4.0 million and DKK 1.1
million, respectively. This reflects a “best estimate” calculation.

The cost of the universal service obligation is otherwise based
on SEV’'s operational cost for its smaller power plants around
the country that are deemed to be extra power plants or power
reserves. The smaller plants receive a reimbursement for employee
expenses and supplies relative to operations in return for a supply
guarantee. The remaining costs are recovered via a purchase
of production for resale agreement. The electricity power plant
at Strond receives reimbursement for employee expenses and
supplies relative to the thermal production of electricity in return
for a supply guarantee. The remaining costs are recovered via a
purchase of production for resale agreement.



Summary of Expenses related to SEV’s

universal service obligation

The total cost for managing the country-wide power grid is DKK
4.6 million. The cost for ensuring the power supply, rolling power
and power reserves at the Sund and Vags power plants is DKK 5.1
million. The cost to guarantee supply, etc. from the other power
plants is DKK 5.6 million, corresponding to an estimated total cost
for ensuring a stable power supply, rolling and reserve power, plus
the management of the power grid equalling DKK 15.3 million.

Employee Expenses

In 2016, total employee expenses were DKK 32.7 million, against
DKK 32.3 millionin 2015, including administration, corresponding
to an increase of DKK 0.4 million. Employee expenses for power
grid activities in 2016 were DKK 20.7 million, against DKK 21.1
million in 2015, representing an decrease of DKK 0.4 million, or
1.9% higher.

In 2016, employee expenses for administration were DKK 12.0
million, against DKK 11.2 million in 2015, corresponding to a
decrease of DKK 0.8 million or 7.1%. Employee expenses for
administration have remained steady over the last five years at
around DKK 10.0 million annually. In 2012, employee expenses
increased by some DKK 1.9 million due to an increase in the
pension reserves of the Company. The same was applicable
for 2013, where the pension reserves were lowered by DKK 1.9
million, while reserves grew again by DKK 1.2 million in 2014
based on a harmonization of pension reserves. In 2015, the
pension reserve obligation was reduced by DKK 0.7 and in 2016
the pension reserve declined by further 0.2 million.

Harmonization of pension reserves aside, employee expenses
in 2016 were DKK 12.2 million, compared to DKK 11.9 million
for 2015, which is DKK 0.3 million lower than the previous year.
There are a number of union groups within the Company, and
SEV follows the public wage agreements that are in effect for
the different union groups.

Supplies and Services
In 2016, total expenses for supplies and services were DKK 31.1

Investment budget investment budget

Table 3. Investment in DKK million 2016

Administration building, tools, and IT equipment 30,4

Adjustments to

SEV

million, compared to DKK 28.7 million in 2015, and thus are DKK
2.4 million higher in 2016 than in 2015.

Power Grid Activities

In 2016, expenses for supplies and services related to power grid
activities were DKK 12.4 million, compared to DKK 11.8 millionin
2015, corresponding to an increase of DKK 0.6 million, based on
consumption by SEV's operational division. Storm damage during
the winters of 2012/2013 and 2013/2014 also accelerated the
level of expenses for supplies and services in 2013.

Administration

Expenses for goods and services for 2016 were DKK 18.6 million,
compared to DKK 16.8 millionin 2015, which reflects an increase
of DKK 1.8 million in 2016 over that in 2015.

Please refer to the various detailed financial analyses regarding
expenses for goods and services in SEV’s consolidated Group
accounts, available at www.sev.fo.

Financial Expenses

Interest expense was DKK 35.1 million in 2016, compared to DKK
13.6 million in 2015, corresponding to higher financial expense
of DKK 21.5 million. The increase in costs is derived from the
financing of current debt, as well as expenses associated with
interest rate transfer agreements. At present, the Company has
a total gross debt of DKK 1,042 million at a fixed rate of interest
based on loan facilities bearing a fixed rate of interest and an
interest rate transfer agreement. More information regarding these
expenses can be found in SEV’s consolidated Group accounts,
available at www.sev.fo.

Depreciation

In 2016, depreciation was DKK 34.1 million, against DKK 34.4
million in 2015, of which DKK 29.4 million derives from power
grid activities and DKK 4.7 million from administration.

When the budget is being developed for the following year,
estimates are made as to which investments will be concluded

Investment
according to Difference between
Budget after  annual accounts annual accounts and

2016 adjustments 2016 adjusted budget

Total 191,1

-0,2 190,9 97,8 93,1
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Table 4. Total Investment 2016 2015
Investment booked to work-in-progress 86,5 98,3
Investment booked directly as transition 113 12,1
Investment at year-end 97,8 110,4
Table 5. Work-in-progress 2016 2015
Opening balance 92,7 88,6
Investment booked to work-in-progress 86,5 983
Work transferred to depreciation as transition -999 -94,1
Closing balance 794 92,7
Changes to work-in-progress -13,0 4,1
Table 6. Transition to fixed assets 2016 2015
Work transferred to depreciation as transition 99,9 94,1
Investment booked directly to fixed assets 113 121
Transition as at year-end 111,22 106,3

during that particular year and thus become operational and then
in turn booked as assets subject to depreciation. The resultant
difference between actual and estimated depreciation is a
consequence of such estimates. Thus, actual depreciation, as
well as actual investment, turned out to be slightly lower than
budgeted.

Investment

Investment in tangible fixed assets was DKK 97.8 million in 2016,
compared to DKK 110.4 million in 2015, as shown in Table 4.

Compared to the 2016 budget, this is DKK 93.1 million less
than projected. In 2015, the amount was DKK 93.1 million less
than budgeted. Less investment was undertaken in the coupling
stations and the grid than projected, some DKK 67.7 million, and
the investment in the administrative building, an unexpected

Credit and counter-

Market risk party risk

expense that arose; tools and IT equipment were DKK 25.4 million
less than budgeted.

Adjustments from work-in-progress and directly booked to fixed
assets (adjustments to fixed assets — depreciation basis) was
DKK 111.2 million in 2016, compared to DKK 106.3 million in
2015. Also, please refer to the “work-in-progress” account and
Note 7 in the annual accounts.

Please refer to the various detailed financial analyses regarding
investments in SEV’s consolidated Group accounts, available at
www.sev.fo.

Special risks
The risks of the Company can be divided into the different groups
shown below:

Operational risk

Strategic and other risk

Interest rate Receivables

Qil price Bank deposits
Exchange rate Bonds
Liquidity Insurance
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Liquidity

Liquidity has not been divided between production and the grid;
a transfer pricing current account between the divisions has be
utilized. Thus, the liquidity of the production division is set to
DKK 0.00 million, while all the activities of the power plants
are financed by payment from the power grid division, thereby
securing the necessary liquidity. The same is applicable to the
wind farm companies, who are also financed by payments from
the grid division.

The liquidity of SEV at year-end was DKK 335.5 million, compared
DKK 221.9 million in 2015. In addition, the unused drawing rights
provided under the line of credit with the financial institutions
are available, totalling DKK 626 million.

Thus, cash-on-hand and the credit facilities equalled DKK 961.5
million in 2016, compared to DKK 490.5 million in 2015. It is
deemed necessary to have sufficient liquidity to cover daily
operations of the Company. Additionally, it is considered advisable
to maintain adequate liquidity, given the instability of the global
financial markets.

The purpose of maintaining adequate liquidity is to ensure that
SEV always has sufficient funds to pay for the purchase of oil and
the costs associated with an accident at one of the production
plants or in the grid. Furthermore, it is deemed necessary to have
sufficient liquidity to cover daily operations of the power plants
and the grid. Additionally, it is considered advisable to maintain
adequate liquidity, given the instability of the global financial
markets. Further details on the Company’s liquidity are available
in the Consolidated Group Annual Accounts available on the
Company’s website, www.sev.fo.

Prospects for 2017

Based on the proposed budget for 2017, the result before taxes will
be a profit of approximately DKK 35.4 million. It is anticipated that
the profit will be lower than before, based on the adjustments to
be made stemming from the newly-adopted accounting principles
governing the distribution of the profit to the Grid Division and
the incorporation of the requirement for self-financing of 25%.
This is a satisfactory result, even though the result going forward
must provide a sufficient profit.

It will be necessary to undertake viable and sustainable initiatives
relative to operations, including the setting of a suitable kWh price.
Therefore, the Company has expended considerable effort to review
the tariff structures to determine if the various individual prices
are appropriate and correct. In addition, the Company carried out
cost-benefit analyses for the different customer categories and
for individual customers in an effort to systematically improve
profitability within each customer group.

SEV

Originally, budget calculations were made using an average
increase in the consumption of electrical power of 2.6% for
2017, compared to an actual usage increase of 1.1% in 2016.
The increase derives from growth within several customer groups,
each with different rates of growth. Thus, it is anticipated that
there will be an increase in kWh sales.

Based on 2015 sales, and partially on sales for 2016, the budget
forecasts sales in 2017 of 303.4 GWh, or DKK 390.0 million.
The fixed base-rate payment will essentially remain unchanged
at DKK 16.7 million. In addition, income from connection fees,
etc. will be DKK 15.2 million. Thus, the budget forecasts a total
combined income of DKK 421.9 million for 2017, against DKK
421.4 millionin 2016. This corresponds to an increase in income
for the Company of DKK 0.5 million, compared to 2016.

SEV has established two independent subsidiaries to manage the
wind farms at Neshagi and Husahagi, respectively. This means
that the purchase of wind power has increased, while at the same
time costs for material and wages, depreciation and interest has
decreased. The result from the subsidiaries will be incorporated
into the Group’s annual accounts under capital assets. The total
result for SEV, thus, will not be impacted

In 2017, operational costs are expected to be DKK 75.6 million,
against DKK 64.0 million in 2016, corresponding to a cost increase
of DKK 11.6 million, or 189%. Depreciation is budgeted to be DKK
45 6 million, and net interest expense is expected to be DKK 18.0
million. The increased interest expense in recent years derives
from increased debt to finance especially operations and, partly,
capital investments.

The estimated profit in 2017 is deemed satisfactory to cover
the operations of the grid along with sufficient self-financing.
It is critical to have a satisfactory result, including adequate
self-financing of future investment, from operations that shall
be used to finance the coming investment in coupling stations,
ongoing maintenance of the current grid infrastructure, as well
as investment in development of the grid to accommodate more
and more electricity from renewable energy resources and to
distribute this electricity further to the Company’s customers.

Further details on the Company’s 2017 Operations, Financial and
Investment Budget found on the Company’s website, www.sev.fo.

Events After the Closing of the Accounts

From the closing date of the financial statements to date, nothing
has occurred that would impact the assessment of the annual
accounts.
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Accounting Principles

General

The Annual Accounts for the Elfelagid SEV Grid Unit are prepared in
accordance with the provisions of the Faroese Financial Statements
Act for large Class C corporations.

The Grid accounts were compiled in a manner similar to the
accounts of a consolidated concern, without, however, any
harmonization of internal postings for operations and adjustments.
This was done to provide the reader with as much information
as possible on all the various production activities of the entire
SEV Concern. Otherwise, the annual accounts were compiled
consistent with the same accounting principles as the previous
year and are stated in DKK.

Amounts in the Income Statement, Balance Sheet, Notes, etc. are
rounded to whole numbers, and comparative figures from the
previous year are rounded to whole thousands. As each number
is rounded individually, rounding differences may occur between
the numbers presented and the sum of the underlying numbers.

Where a table in the financial statement shows numbers in
DKK rounded to whole thousand or million, and the table shows
differences between periods, either in DKK or percent, the
comparisons are calculated on the basis of the underlying numbers
and then rounded off. As a result of this, small differences can
occur between the rounded numbers shown in the table and the
calculated comparisons.

Basis for recognition and valuations

In the Income Statement, income is recognised as earned. The
same pertains to valuation adjustments of financial assets and
liabilities. Included in the Income Statement are all expenses,
including depreciation, amortisation, provisions, and impairment
losses derived from changes in the financial estimates of the
amounts that otherwise have been recognised in the operational
accounts.

Assets are recognised in the Balance Sheet when future economic
benefits are likely to flow to the Company and the value of such
assets can be measured reliably.

Liabilities are recognised in the Balance Sheet when they are
reasonably likely to occur and can be measured reliably.

Relative to recognition and valuation, due regard is given to
foreseeable loss and risks arising before the time at which the
Annual Report is presented, and relate to circumstances present
as at the end of the fiscal year.
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Translation of foreign currency

Foreign currency transactions are translated using the rate of
exchange applicable as at the date of transaction. Realised and
unrealised translation gains and losses are recognised in the
Income Statement under financial items.

Receivables, liabilities and other financial booking in foreign
currencies that are not translated as at the end of the fiscal year
are translated using the exchange rates applicable as at the end
of the fiscal year. The difference between the exchange rate as at
the end of the fiscal year and the exchange rate current as at the
date of the transaction are recognised in the Income Statement
under financial items.

INCOME STATEMENT

Net Sales

Net sales are recognised in the Income Statement, provided that
delivery has been effected and the risk has passed to the buyer
by the end of the fiscal year and income is reliably pending and is
expected to be received. Net sales exclude VAT, fees and rebates
in connection with sales.

Consumption of Goods and Services

Consumption of goods and services includes costs for the purchase
of raw materials and consumables, less rebates and changes in
inventory during the year.

Other External Expenses
This item comprises external costs related to the purchase of oil,
supplies and other services, as well as other administrative costs.

Operational Distribution — Production and Grid

For each production plant, revenue is calculated as: total expenses
of the plant, plus a production profit on the plant’s individual assets.
A production profit is based on the forecast return on long-term
mortgage bonds and the asset valuation of a production plant.

Total power plant expenses accrue from the cost of producing
electricity, plus grid responsibility costs. These costs can
be subdivided into the cost for management / control of the
electricity grid, the cost of gquaranteeing supply, spinning reserve,
supplemental reserve and other costs related to grid responsibility.

The cost for managing / controlling the grid in the main central
region is calculated: Total wage expense for the Fossa power
plant minus the wage expense for ordinary operation of the power



plant. The cost of managing / controlling the grid in Suduroy is
the same as the cost of managing the grid in the main region.

The cost of guaranteeing supply, spinning reserve and supplemental
reserve is estimated as a part of total operating expenses, including
depreciation, for the Sund power plant and Vags power plant. This
is a fixed cost estimate.

Other costs related to grid responsibility are based on the expenses
of all the small power plants scattered around the country.
Operating expenses for wages and supplies are reimbursed
to the small plants as compensation for the supply guarantee;
remaining costs are their own production. Strond power plant
receives a guarantee of supply reimbursement for the operating
expenses of wages and supplies used in thermal production.
Remaining expenses accrue from their own production.

According to the Electricity Production Act, the activities of the grid
shall be self-supporting such that the income earned is sufficient
to pay for operations and planned necessary investment.

For the Grid Division, this means that it shall derive an income that
corresponds to the expenses that the grid department has such
that the Grid Division can pay for its operations as well as derive
sufficient income to pay for the planned necessary investment
in the grid. The income set aside for necessary investment shalll
reflect the requirement for self-financing.

SEV has determined that self-financing of 25% is satisfactory
and this decision is reflected in SEV’s annual accounts and the
accounts of both the Production and Grid Divisions.

The stipulated amount of self-financing is based on the anticipated
investment for both production and the grid over a period of five
years, which is the current year and the next four years. The
self-financing for the current year is calculated thusly: cash-flow
from operations less cost of interest and repayment of principle
compared to the requirement for 25% self-financing of annual
average investment over the next five years.

For the Grid Division, this means that the annual result will be
adjusted such that the profit corresponds to the expenses of
the grid plus the self-financing of 25% of the annual average
investment in the grid over the next five years. If the total result
for the SEV concern is greater than the result for the Grid Division,
the remainder of the result will be transferred to the Production
Division.

SEV

Employee Expenses

Employee expenses encompass wages plus vacation pay and
pension benefits including other social benefits. Any compensation
received from the government is deducted from employee
exXpenses.

Depreciation and Write-downs
The depreciation and amortisation of intangible and tangible fixed
assets are based on an asset’s projected useful life.

Financials

Financials include interest receivable and interest payable, realised
and unrealised capital gains and losses on financial assets and
debt. Financial revenue and expense are booked at value for the
relevant accounting year.

Dividends from equity investments in Associated Companies
are recognised as revenues in the accounting year in which they
are approved.

Interest expense and other loan costs to finance production
of intangible and tangible fixed assets that are related to the
production period are not included in the projected useful life
of the asset.

BALANCE SHEET

Tangible Assets
Tangible assets are valued at acquisition cost less accumulated
depreciation and write-downs. Land is not depreciated.

The depreciation basis includes the acquisition value less the
expected residual value at the end of the asset’s prescribed
useful life.

Acquisition value includes the purchase price and costs directly
accruing from the time of acquisition to the time when the asset
is ready for use.

Depreciation is based on an asset’s projected useful life and the
residual value of the asset:

Useful life Residual value

Distribution plants 10 - 50 years 0%
Buildings 50 years 0%
Production equipment and furnishings 3-5 years 0%
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Equipment with an expected useful life under one year is expensed
in the year of acquisition.

Regarding own production assets, the acquisition value includes
the cost of supplies / consumables, parts, suppliers, direct wage
expense and indirect production costs.

Depreciation of Fixed Assets

Every year the carrying amount of tangible fixed assets is appraised
to obtain an indication of whether they have lost value or have
been impaired. This is done in addition to general depreciation
write-downs.

When a loss in value is indicated, impairment tests are carried
out on each individual asset and each asset category. Assets with
impaired value are written down to the recoverable amount, if
this amount is lower than the carrying amount.

The recoverable amount is either the net realisable or sale value
or the capital value. Capital value is calculated as the current
value of the expected net revenues accruing from using an asset
or asset group.

FINANCIAL ASSETS

Capital investment in Associated Companies
Investment in Associated Companies is recognised in the Balance
Sheet at acquisition value. If the net realisable value is lower
than the acquisition value, it is depreciated to the lower value.

Inventory

Inventory is measured at cost price according to FIFO principles.
If the net realisable value of the inventory is lower than the
acquisition value, it is depreciated to the lower value.

The acquisition value of goods for sale, including raw materials
and consumables, is measured as the purchase price plus freight
expenses.

The acquisition value of finished goods and goods-in-production
is measured as the acquisition value of the raw materials,
consumables, direct labour costs and indirect production costs.
Indirect production costs include indirect supplies and wages,
plus maintenance and depreciation of machinery, buildings and
equipment used in production. In addition, the booked costs
include costs to manage and administer production, plus R&D
costs relative to the goods.
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Receivables

Receivables are valued at the amortised acquisition cost, which
generally corresponds to nominal value. To guard against possible
loss, receivables are written-down to net realised value.

Prepayments
Prepayments that are included under assets include realised costs
attributable to the coming fiscal year.

Cash-on-hand

Cash-on-hand includes cash-on-hand and short-term (under 3
months) securities that could be readily converted to cash and
where there is an insignificant risk for changes in valuation.

Current and Deferred Taxes

Current tax, payable and receivable, is recognised in the Balance
Sheet as the tax computed on the basis of the taxable income
for the year, adjusted for tax paid on account the previous year.
Current tax payable and receivable tax are recognised based on
the set off permitted by law and the booked amounts generally
calculated at net or current.

Deferred tax is calculated on the basis of all temporary
differences between the carrying amount and the tax base of
assets and liabilities. This is recognised in the Balance Sheet
based on intended use of the asset or how the debt is intended
to be repaid.

Deferred tax assets, including tax deficits carried forward, are
recognised at the anticipated realisable value, either by adjusting
the tax on future income or by off-setting deferred tax within
the same legal tax entity. Possible deferred net receivable tax
is recognised at net realised value.

Deferred tax is valued consistent with the tax regulations and tax
rates applicable as at the end of the fiscal year.

Adjustments to deferred tax resulting from changes to the tax
rate are incorporated into the operational accounts.

Other Provisions

Provisions include anticipated costs for guarantees, loss from
work-in-progress, adjustments, etc. Provisions are recognised
when the Company has a legal or material debt based on an
event that had occurred and it is probable that the debt will be
paid by utilising the financial assets of the Company.



Provisions are valued at net realised value or at current value when
it is expected that the debt shall be paid in the distant future.

Derivative Financial Instruments
The Company holds derivative financial instruments to hedge
its foreign currency, fuel price exposures, and interest rate risk.

Derivatives are recognised initially at fair value; attributable
transaction costs are recognised in profit or loss when incurred.
Subsequent to initial recognition, derivatives are measured at
fair value, and changes therein are accounted for as described
below. The Company holds no trading derivatives.

Trading derivatives are classified as a current asset or liability.
The full fair value of a hedging derivative is classified as a non-
current asset or liability if the remaining maturity of the hedged
item is more than 12 months and, as a current asset or liability,
if the maturity of the hedged item is less than 12 months.

Cash Flow Hedges

Changes in the fair value of the derivative hedging instrument
designated as a cash flow hedge are recognised directly inequity
to the extent that the hedge is effective. To the extent that the
hedge is ineffective, changes in fair value are recognised in
profit or loss.

If the hedging instrument no longer meets the criteria for hedge
accounting, expires or is sold, terminated or exercised, then hedge
accounting is discontinued prospectively. The cumulative gain
or loss previously recognised in equity remains there until the
forecast transaction occurs. When the hedged item is a non-
financial asset, the amount recognised in equity is transferred to
the carrying amount of the asset when it is recognised. In other
cases the amount recognised in equity is transferred to profit or
loss in the same period that the hedged item affects profit or loss.

Liabilities

Relative to loan facilities, financial debt is recognised at realised
or acquisition value, corresponding to the received amount less
transaction fees. Subsequently, financial debt is recognised at
the amortised realised value, which corresponds to capitalised
value plus effective interest such that the difference between
the received amount and the nominal value is recognised in the
operational accounts over the period of the loan facility.

Debt to financial institutions is valued at amortised realised value,
which corresponds to the residual debt of a cash loan. Regarding
the value of bonds, the amortised realised value is calculated as
the cash value on the date the bond was issued, adjusted by the

SEV

booked depreciation during the instalment period of the effective
rate of interest at the time of contracting such debt.

Other debt is also measured at the amortised realised value,
which usually corresponds to the nominal value.

CASH FLOW STATEMENT

The Cash Flow Statement is prepared using the indirect method
and shows cash flows from operations, investing and financing
activities, changes in liquidity and cash-on-hand at the beginning
and at the end of the year.

Cash flows from operating activities are adjusted for non-cash
operating items, changes in working capital and tax paid.

Cash flows from investments comprise the acquisition and disposal
of intangible, tangible and financial assets, adjusted for changes
in accounts receivable and any liabilities on said items.

Cash flows from financing comprise financing from shareholders,
dividends paid to shareholders, the initiation and subsequent
repayment of long-term liabilities, in addition to withdrawals
from credit facilities.

Cash-on-hand at the beginning and end of the year comprises
both cash and bank deposits.

KEY FIGURES
The Key Figures are calculated consistent with The Danish Finance
Society [Den Danske Finansanalytikerforeningsl, Recommenda-

tions and Financial Ratios 2010.

The Key Figures and ratios shown in the overview are calculated
thus:

Result

Return on equity Average equity x 100

Net sales

Asset turnover
Total assets

Equity year-end x 100
Total assets

Equity/asset ratio
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Income Statement 1 January — 31 December

Note 2016 2015
DKK t. DKK

Net turnover 1 421,436,317 417,605
Electricity purchased -244928,492 210125
Wind power purchased -2,394, 391 -2402
Grid responsibility and management -19,370,242 -18046
Cost of oil 2 -220,545 =251
Supplies and services 3 -31,061,411 -28655
Gross earnings 123,461,236 158,126
Wages 4 -32,722,351 -32316
Result before depreciation and amortisation 90,738,885 125810
Depreciation and amortisation of fixed assets -34,077,718 -34,356
Result before financials 56,661,167 91,454
Financial expenses 5 -35,106,443 -13609
Result before tax 21,554,724 77,844
Tax on annual result 6 -9,204,020 0
Annual result 12,350,704 77,844
Proposed distribution of results:
Result brought forward 427914516 348217
Result for the year 12,350,704 77,844
Adjustment to prior years 0 1,853
Available 440,265,220 427,915
Proposed distribution:
Results carried forward 440,265,220 427,195
Total 440,265,220 427,195
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Balance Sheet 31 December

SEV

Note 31.12.16 31.12.15

ASSETS DKK t. DKK

Distribution grid 7,18 501,646,056 425,251

demg .S. an d land ........................................................................................... 7 ....................... 34993471 .................. 3 5302
Operatmgequ Ipmen t ....................................................................................... 7 ....................... 36252923 ............... 34 245
|nve5tment Work_m_ pr Ogres S ................................................................................. 7 ....................... 79362790 ............... 925_%-
Total tangible fixed assets 652,255,240 588,496

Investment in Associated and Subsidiary Companies 8 32,813,385 2850

Loan S tOSUDSIdIaW Compames ............................................................................... 9 ...................... 103175000 ..................... 0
De nvatlve S ................................................................................................ 10 ...................... 50657737 ..................... 0
Totalﬁnanc|al assets ............................................................................................................ 185646122 ................ 2850
Total fixed assets 838,901,362 591,346

Inventory 20,307,082 15293

Total inventory 20,307,082 15293

GOOdS andsemces dEb tors ................................................................................. ll ...................... 93663049 .................. 77534
Inte r_company account ........................................................................................................................ O .................. 88940
Otherdemors ................................................................................................................................. OO
Prepayment56701774 ................... 4387
TOtalrecelvables ................................................................................................................ 100364823 ................ 170861
Cash-on-hand 335,498,325 221,889

Total current assets 456,170,230 408,043

Total assets 1,295,071,592 999,389
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Balance Sheet 31 December
-

Note 31.12.16 31.12.15
LIABILITIES DKK t DKK
Deposits 12 4,139,875 4,140
Resu lts C ;r.r i.e.c.l f Orward ......................................................................................... 12 ................. 4 45 594154 e 418899
TOTAL EQUITY 449,734,029 423,039
0
PrOVIS I Ons for pens'o nS and equwalent “abmtles ..................................................................................... l 8450559 ................. 18845
OtherDrOVISlonS.10373786 ........................ 0 .
Total provisions 28,824,345 18845
0
Bank debt 13 683,175,000 480,324
Total long-term debt 683,175,000 480,324
0
Current portion of long-term debt 13 923,132 0
Bankdem28342 .................... 1589
Prepavmentrecewe(jﬂomCustomers5216696 ................... 19481
Tradecremtors ...................................................................................................................... 3 4718640 ................. 3211 1
.l.n.t.e r_company accoum .............................................................................................................. 42989610 ......................... 0 .
De Hvatlve .S ..................................................................................................... lo .................. 33 997611 .................... 9005
Ot hercrEdlt or S ...................................................................................................................... 15 464187 ................... l 4985
Total short-term debt 133,338,218 77,171
0
Total debt 816,513,218 557,495
Total liabilities 1,295,071,592 999,389
Grid result by area 14
Gr Id Ov erwew .................................................................................................. 15 .....
Mort gagesandomer '“.a;t')i.“'t;é; .................................................................................. 16 .....

22 2016



SEV
Cash Flow Statement

2016 2015

Note DKK t. DKK

Annual result 12,350,704 77,844
Adjustments ..................................................................................................... 17 ................. 78388181 ................... 47955
Changesm Workmg Cap‘tal .................................................................................................................................................
Inventory -5,014,066 11,438
REC e I vables ......................................................................................................................... 767039626 .................. 71 0533
Tradecr8d|t0r52607906 .................. 718981
lme r_ Com pany account 57 PrOduct‘on ................................................................................................ 131929383 .................. _41838
Otheroperamgdem ................................................................................................................. 27931150 F _4551
Denvatlves_3676267 ......................... 0 .
Operations cash flow before financials 177,477,366 61,336
Interest expense paid and equivalent expenses -36,110,110 -13609
Adjustmem .t.o . I.j.ri.c;r. years ....................................................................................................................... O ..................... _306
Cash flow from operations 141,367,256 47,421
Purchase of tangible fixed assets -111,170,899 -106,286
Changesto Work_m_progress .......................................................................................................... 13333563 F _4112
Changesto ﬁ nanc‘al ﬁXEd . as S Ets ..................................................................................................... _28959719 ......................... 0 .
Cash flow from investment -126,797,055 -110,397
Net loan facilities 580,000,000 158020
.l.n.t.e .r;S t amual ......................................................................................................................... 923132 ......................... 0 .
Repaymems Of long,term debt ..................................................................................................... 7480323506 F 74631
mcreaseddrawonCredltfacmtv_1560777 ....................... 17
Cash flow from financing 99,038,848 153,406
Total cash flow during the year 113,609,049 90,430
Opening cash-on-hand 221,889,276 131,459
Closing cash-on-hand 335,498,325 221,889
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Notes

1. NET TURNOVER 2016 DKK 2015 t. DKK

k&MLEQEQQQQj ............................................................................................................... ﬁéiégﬁgﬁé ..................... }ééééb’
F&é;égg@;; .................................................................................................................... igééggéé".”..“..“.”..”..Iéééé.
O gbgéb;é"..”..“...”..“...Ié;;é.
o hargespas - Charge s e o
Total 421,436,316 417,605
2. COST OF OIL 2016 DKK 2015 t, DKK

DO éééggé".”.H.”..n.u.”.”.ééi.
Total 220,545 251

3. SUPPLIES AND SERVICES 2016 DKK 2015 t, DKK

D O ;éiéiié ........................ o
Dam p|pel|r\ Y e :
L o -
B e i
O 246386 ........................... s
éﬁﬁ&ﬁg;;ﬁﬁ‘;&é”'.“"”"“.'”"”'.“.'”.'”'.”'.”'.“"”"“.'”"”'.“.'”.'"'.”'.”'.“".”'.”.“..””H”“"Léﬁéééé ........................ o
XHHQ;{M;QQH;;H&EQ;@ .......................................................................................................... é;iégi"..”..“...n..“..“..gé}.
S Onsmtarcv ........................................................................................................... 4 204591 ........................ o
O ;g;é}gg ........................ o
R, ii£466é ......................... o
Managem e Ceexpenses ................................................................................................. 2383382 ........................ e
Otheroperatmg expenses ........................................................................................................... 357902 e
e |strat|vee><pen L 14932255 e 1575
Total 31,061,411 28,655

4. EMPLOYEE EXPENSES 2016 DKK 2015 t, DKK

\&gééé .......................................................................................................................... éééé}}Iéu..”"“...”.’“'..Eééﬁ;;
O 4517783 ........................ e
OO 1541855 ........................ 1271
Total 32,722,351 32316
E&g&ﬁ;@;;A&{géQg;}%;H;g;;é;}géggégﬁéé&%;.'”.'“.'”.'”"”"”"”"“"“'.“'.”'.”'.”'.”'”.'”'..”"“"“.'”'.éé ........................... o
X;ééé;é;&g;fé%;&%&;ééé ............................................................................................................ L o
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SEV

5. FINANCIAL EXPENSES 2016 DKK 2015 t, DKK
Interest income -19,828 -204
Result from subsidiary companies -1,063,385 0
Adjustment financial fixed assets 59,719 0
Interest, loans and bank loans etc 24,571,956 11,679
Market value adjustments -2,313,222 2134
Unrealised interest gains/losses 13,871,205 0
Total 35,106,443 13,609
6. TAXES ON ANNUAL RESULT
Corporate tax 0 0
Adjustment of deferred tax 9,204,020 0
Tilsamans 9,204,020 0
7. TANGIBLE FIXED ASSETS
Amount in DKK Distribution grid Buildings Equipment Total 2016 2015
Acquisition value, opening balance 870,179,631 67,332,291 166,022,514 1,103,534,436 997,248,834
Net annual addition 100,720,753 -291,149 10,741,295 111,170,898 106,285,602
Acquisition value year-end 970,900,384 67,041,142 176,763,808 1,214,705,334 1,103,534,436
Depreciation, amortization and impairment, opening balance -444.928,139 -31,030,307 -131,776,720 -607,735,166 -573378771
Depreciation, amortization and impairment during the year -24,326,189 -1,017,364 -8,734,165 -34,077,718 -34,356,396
Depreciation, amortization and impairment, closing balance -469,254,328 -32,047671 -140,510,885 -641,812,884 -607,735,166
Carrying amount year-end 501,646,056 34,993,471 36,252,923 572,892,450 495,799,269
Carrying amount year-end 2015 425,251,492 36,301,984 34,245,794 495,799,269
Work-in-progress opening balance 86,688,234 1,459,383 4,548,735 92,696,352 88,584,840
Investment booked to work-in-progress 79,345,622 2,902,489 4283911 86,532,023 98259760
Completed work transferred to depreciation -96,006,108 0 -3,859,478 -99,865,585 -94,148248
Closing balance 70,027,749 4,361,872 4,973,168 79,362,790 92,696,352
Balance at year-end 2015 86,688,234 1,459,383 4548735 92,696,352
Fixed assets at year-end 571,673,804 39,355,344 41,226,092 652,255,240 588,495,622
Fixed assets at year-end 2015 511,939,726 37,761,368 38794529 588495622
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31.12.16 311215

8. INVESTMENTS IN ASSOCIATED AND SUBSIDIARY COMPANIES DKK t. DKK

Associated and subsidiary companies

Name and registered office Share Equity Annual result Recognized value

P/FFJarhltafe[aglaTorShavn50%59618808 ........................ 2173872 ..................... 2750000
P/F Vlndfe[agla IHusahaga Torsha\m ................................ 100% e 21518171 ......................... ; 481829 .................... 21518171
P/F . defelagla INES h aga Tmsh avn ................................. 100% ...................... 85452 14 ........................ 1 54521 4 ...................... 8 54521 4

The financial statement for P/F Fjarhitafelagid for the year 2016 is not available. The numbers shown are from 2015.

Duration Loan amount Balance Repayments Balance in 5
31.12.16 next year years
9. LOANS TO SUBSIDIARY COMPANIES

P/F . defe[agla IHUS ahaga .......................................................... 12 vears ......... 75 OOOOOO ......... 75 OOOOOO .......... 5585215 ......... 51 972536
P/F . Vlndfelagla INeS h aga ........................................................... 10 years ......... 28 175000 ......... 28 175000 .......... 2 570598 ......... 17576599
Total 103,175,000 103,175,000 8,155,813 69,549,135
Assets Liabilities Total

10. DERIVATIVES 31.12.16 31.12.16 31.12.16
Oll_pr i.c .e. hEdge .......................................................................................................... 26604442 ............................. 26604442
Currency hEdge .......................................................................................................... 2405 3295 ............................. 24053295
|nterest .r.a.t .e. hEdge ......................................................................................................................... _33997611 ........ _33 997611 .
Total 50,657,737 -33,997,611 16,660,126
31.12.16 31.12.15

11. GOODS AND SERVICE DEBTORS DKK tDKK
Goodsandserwcedebmrs90781586 ....................... 7 7951
Other demors ................................................................................................................... 6090463 ........................ 3583
Recewables Wnt e_ down ......................................................................................................... _3209000 ....................... _4100
Total 93,663,049 77,534
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12. EQUITY
Derivatives Inner value
Amounts in DKK Deposit reserve adjustment Result carried over Total
reserve

Equity statement 01.01.15 - 31.12.15
Balance 01.01.15 4,139,875 0 0 348,216,584 352,356,459
Adjustment tOdenvatNeS ...................................................... O ............ _9005200 ...................... O ....................
Adjustmem topnor years ...................................................... O ...................... O ...................... O ................................................
Annua“esmt .................................................................. O ...................... O ...................... O ............ 77844487 ............ 7 7844487
Balance 31.12.15 4,139,875 -5,005,200 0 427,914,517 423,039,192
Equity statement 01.01.16 - 31.12.16
Balance 01.01.16 4,139,875 -9,005,200 0 427,914,517 423,039,192
Chang e I nadjustment tOdenv atlves ............................................ 0 ............ 143341 33 ...................... O ...................... O ............ 143341 33
Resu[t ﬁom S u bSIdlaW Companles .............................................. O ..................... O ............. 1063385 ............ _1063385 ...................... O
./; nnua“esu lt .................................................................. O ...................... O ...................... O ............ 1 2350704 ............ l 2350704
Balance 31.12.16 4,139,875 5,328,933 1,063,385 439,201,836 449,724,029

Repayment in Outstanding debt after Total debt Total debt

the first year 5 years 31 Dec. 2016 31 Dec. 2015

13. DEBT DKK DKK DKK tDKK
DebttoﬁnamalInstltunons ............................................................ O B 683175000 F 683175000 ................. 480324
Total 0 683,175,000 683,175,000 480,324

During the year, the Company took out loans totaling DKK 212.1 million. Long-term debt was refinanced in December 2016 via the USPP market
through which bonds for a total of DKK 1,042,116 were sold. There is no repayment for the first year and the current loan agreement is due and
payable on average in 9.3 years.

14. GRID RESULTS BY AREA

Revenues oil Supplies Wages Depreciation Interest Taxes Total
Coupling stations -855,437 -622,100 -5,021,670 -6,499,207
Distribution grid -1,643,635 -196,074 -7,695,429 -11,416,059
Installations 8,418,298 -2,354,928 -4,588,559
Engineering -1,028,420 -2,615,514
Technical 80,000 -504,392 -1471,361 -453,990 -2,349,743
Grid without administration 6,854,663 -196,074 -12,438606  -20,713,593  -29,426,020 - - -55,919,630
Administration 147,888,529 -24471  -18,622,805 -12,008,758 -4,651,697 -35,106,443 -9,204,020 68,270,334
Grid results 154,743,192 -220,545 -31,061,411 -32,722,351 -34,077,718  -35,106,443 -9,204,020 12,350,704
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15. GRID ASSETS

2
>

cla 8|82 8| &| 5| & | s/2|e|¢ & 5 3| 4 e
TRANSMISSION STATIONS
6kV Transformer substations 1 1 2| pcs
10kV Transformer substations 1 8 33 4 8 75 1 17 64 211 pcs
20kV Transformer substations 2 123 C3 32 1 251| pcs
60kV Transformer substations 1 3 5 S| pcs
Total per area 1 1 8 37 4 8 126 173 32 1 1 17 64 473 pcs
TRANSFORMERS
6kV Transformers 2 2 4| pcs
10kV Transformers 1 12 41 4 8 89 1 18 84 258| pcs
20kV Transformers 4 156 120 41 1 3 4 329| pcs
60kV Transformers 1 6 15 22| pcs
Total per area 2 1 12 48 4 8 162 224 41 1 1 21 88 613| pcs
CABLE DISTRIBUTION
CABINENTS
0.4kV Cable cabinets 14| 25 85| 515/ 31 34/ 1605| 2362 527 7/ 38 10| 223 11 1 889| 6,377| pcs
AERIAL LINES AND CABLES
60KV Aerial lines 1.05 3798 43.20 82.23| km
60KV Cables 0.09 2087 2362 44.58| km
20kV Aerial lines 3567| 4837 927 9.58| 102.89| km
20kV Cables 11.46 211.90| 164.55| 4162 056 064 6.34| 437.07| km
10kV Aerial lines 323| 951|11.37| 542 043 110 4.45 2944 6495 km
10kV Cables 0.55| 21.30| 31.64| 643| 17.79 88.68 147 36.06 75.39| 27931| km
BkV Aerial lines 219 6.24 843| km
6kV Cables 017 0.02 0.19| km
0.4kV Aerial lines 0.00 0.00| km
0.4kV Cables 1.10| 4.22| 11.71| 63.42| 344| 3.76| 206.55| 29945| 60.84| 0.55| 3.38| 0.38| 0.90| 29.14| 0.88| 0.14| 106.38| 796.24| km
METERS
Wireless kWh meters 61| 79| 279|2529| 87| 126/ 5449| 10849 1616/ 54| 180 4| 42| 822| 54 4| 2909| 25144| pcs
Non-wireless kWh meters 0 0 2 15 0 0 14 48 6 0 0 0 0 3 0 1 15 104| pcs
Total kWh meters [ area 61 79| 281|2,544| 87| 126| 5,463| 10,897| 1,622| 54| 180 4| 42| 825 54 5| 2,924 25,248| pcs
Growth 2016 1 0 3 12 0 0 43 87 5 0 0 0 0 1 0 1 20 173| pcs
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16. MORTGAGES AND OTHER OBLIGATIONS

Please refer to the Elfelagid SEV Consolidaled Group Annual Accounts for information relative to mortages and other liabilities

2016 2015
17. ADJUSTMENTS DKK t. DKK
ResultﬂomSUbS|dlarycompames_1063385 ......................... 0
lnterestIncomeandequwalemmcome_19828 ...................... _204
Adjustment ﬁn anoalﬁxed ass e t S ....................................................................................................... 59719 ......................... 0
lnterest expenses and equwalent expenses ......................................................................................... 22258733 e 13813
Unrea“ze(j Interest expenses ....................................................................................................... 13871205 ......................... 0
Depr euatlo n ...................................................................................................................... 34 077718 ................... 34355 .
Tax ................................................................................................................................ 9 204 020 ......................... 0 .
Total 78,388,181 47,966
18. SPECIFICATION OF FIXED ASSETS INCLUDED IN DISTRIBUTION GRID 2016 DKK 2015 t. DKK
Couphng S tat‘ons ................................................................................................................. l 38916384 .................. 104051 .
D ‘Str IbUtlon . gr ‘d .................................................................................................................. 3 62729672 .................. 321458
Total 501,646,056 425,519
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