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Deloitte.

Independent Auditor’s Assurance Report

To the Management and the stakeholders of Landsbankinn hf.

We have been engaged by Landsbankinn hf. to provide limited assurance on Landsbankinn’s report of financed emissions for the year 2023 (“the PCAF Report”) according
to the PCAF methodology.

Our engagement was performed in order to:

. Assess disclosures presented in Landsbankinn s report of carbon emissions in loan portfolio for the year 2023.
We express a conclusion providing limited assurance.

Management’s responsibility

The Management of Landsbankinn is responsible for collecting, analysing, aggregating and presenting the information in the report, ensuring that the information is free
from material misstatement, whether due to fraud or error.

Our independence and quality control
We have complied with the independence and other ethical requirements of the Code of Ethics for Professional Accountants (IESBA Code), which are based on the
fundamental principles of integrity, objectivity, professional competence and due care, confidentiality and professional behaviour.

Deloitte ehf. is subject to International Standard on Quality Management (ISQM) 1 and, accordingly, applies a comprehensive quality control system, including documented
policies and procedures regarding compliance with ethical requirements, professional standards and applicable legal and regulatory requirements.

Auditor’s responsibility

Our responsibility is to express a limited assurance conclusion on Landsbankinn s PCAF Report. We have conducted our work in accordance with ISAE 3000 (revised),
Assurance Engagements Other than Audits or Reviews of Historical Financial Information, to obtain limited assurance about our conclusion. In accordance with the standard
we have planned and performed our work to obtain limited assurance about whether the PCAF Report is free from material misstatement.

A limited assurance engagement is less in scope than a reasonable assurance engagement. Consequently, the level of assurance obtained in a limited assurance
engagement is lower than the assurance that would have been obtained had we performed a reasonable assurance engagement. Considering the risk of material
misstatement, we planned and performed our work to obtain all information and explanations necessary to support our conclusion.

We performed reviews of data, recalculation of selected key performance indicators, reviews of the underlying data processes as well as interviews with those responsible
for producing and preparing the data. Our work has included interviews with key employees of Landsbankinn, inquiries regarding procedures and methods to ensure the
appropriateness of the disclosures in Landsbankinn s PCAF Report. We have assessed processes, tools and controls for gathering, consolidating and aggregating data at
Landsbankinn, and performed analytical review procedures and tested data prepared against underlying documentation.

Conclusion

Based on the procedures we have performed and the evidence we have obtained, nothing has come to our attention that causes us to believe that Landsbankinn’s PCAF
Report for the years 2023 is not prepared, in all material respects, in accordance with the PCAF methodology.

Képavogi, 24 January 2025

Deloitte ehf.

P Moo DiagesSardEic

Birna Maria Sigurdardottir
State Authorised Public Accountant
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Main conclusions
Carbon emissions in Landsbankinn's credit portfolios 2021-2023

Landsbankinn's analysis is based on the Group’s balance sheets for 2023.

The Bank’s indirect emissions through lending to customers is estimated at

215 ktCOze' and just under 134 ktCOe for financing. Total emissions are

therefore just over 348 ktCO2e. Emissions from investment are almost ex-

clusively from sovereign debt and exclude emissions from land use, land-use 2021

change and forestry (LULUCF).

As with the release of the Bank's previous report on financed emissions, an
update has been made to the baseline data for the emission factors used
by the Bank. This change only affects the calculation of financed emissions
related to residential mortgages. Further details on the new emission fac-
tors are provided in the section on residential mortgages and to ensure con-
sistency across years, the Bank has recalculated the financed emissions for
residential mortgages for the years 2019-2022 (see supporting materials).
We are constantly looking for ways to improve basic and supplementary
data for carbon calculations. The Bank has implemented a new sustainabil-
ity platform called Vera, which provides access to information on environ-
mental, social and governance (ESG) factors in the operations of Icelandic
companies in a standardised manner.

2022

2025

0 50 100 150 200 250 300
ktCO_ e

The Bank’s science-based targets (SBTi?) to reduce emissions from its credit
and asset portfolio use 2019 as a base year. Financed emissions from the
Bank’s credit portfolio in 2023 are ca. 53 ktCO.e lower than in the base year,

B Business loans Mortgages Motor vehicle loans



which can be attributed to lower emissions from corporate customers in the
travel sector.

Estimates of Scope 3 emissions from the Bank’s customers are a little high-
er than in the previous report. The primary reason for this increase is the
update of emission figures reported by companies, as additional emission
components are being incorporated. Emissions are estimated at around 774
ktCO2e in 2023, compared to around 631 ktCO.e in 2022. Scope 3 emissions
from customers have increased while their Scope 1 and 2 emissions have
contracted. Other Scope 3 emissions from the Bank’s asset portfolio are rel-
atively low compared to emissions from customers, or less than 2 ktCO.e.

The Bank’s analysis extends to around 92% of loans and receivables due
from customers. In 2023, the Bank’s five most emission-heavy customers
accounted for just over a third of the Bank’s financed emissions from its
credit and asset portfolios, compared to over 50% in 2019.

Conclusions show both total emissions and the emission intensity of cus-
tomers and categories. The emission intensity is estimated emission per
borrowed 1 ISK. The emission intensity does not necessarily increase con-
comitant with total emissions.

The emission intensity of the Bank’s credit and asset portfolio measured
0.21 tCO2e/ISK million (ISKm) in 2023, down from 0.25 tCO,e/ISKm in 2022.
On the other hand, it has decreased by nearly 47% compared to the base
year 2019. This is largely attributed to reduced emissions from government
bonds and vehicle and equipment loans, and, in some cases, changes in com-
pany operations and increased market value of listed companies.

The emission intensity of the Bank’s corporate customers decreases by 0.07
tCO.e/ISKm from the previous year, to 0.22 tCO,e/ISKm, or by just over
20%. Taking changes in the market value of companies since 2019 into ac-
count, the emission intensity is 0.25 tCO,e/ISKm, which is 0.07 tCO.e/ISKm
lower than in the base year. The emission intensity from retail customers is
generally low compared to that of companies. Their emissions intensity was
0.01 tCO.e/ISKm, representing a reduction of over 25% from the previous
year and more than 70% from the base year.



Credit portfolio 2021 Credit portfolio 2022 Credit portfolio 2023

Outer circle: Funds Outer circle: Funds Outer circle: Funds

Inner circle: Emissions Inner circle: Emissions Inner circle: Emissions
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Sectors with the most carbon emissions

The three sectors in the Bank’s credit portfolio with the highest emissions
are the travel sector, fisheries and seafood, and services, IT and telecommu-
nication. These sectors have had the highest emissions since the Bank began
calculating its financed emissions in 2019 and are responsible for around
66% of estimated total emissions from the Bank’s credit portfolio. The travel
sector on the one hand and services, IT and telecommunications on the other
are estimated to have the highest emissions in 2023, or about 66 ktCO,e and
43 ktCO.e respectively. The travel industry has traditionally had the highest
total emissions but has also been the sector that has achieved the highest
reductions since 2019, when it stood at close to 130 ktCO2e.

Emissions from services, IT & communications decrease by just under 38%
between years after having increased by 819% between 2020 and 2022. Fish-
eries are the third largest sector in terms of carbon emissions with emis-
sions from the sector in 2023 amounting to approximately 33 ktCO.e, down
by 12% between years. Fisheries are a pivotal part of Icelandic industry and
the Bank finances numerous companies in the sector, which represents the
largest single corporate borrower by sector in the credit portfolio. The same
can be said for passenger transport, mostly air travel, which is classified un-
der the travel industry. Goods transport is also classified under services, IT
& communications.

Carbon emissions by sectors
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Sectors with the highest emission intensity

Agriculture continues to be estimated as having the highest emission in-
tensity, or 3.65 tCO.e/ISKm in 2023. The sector’s emission intensity has
increased every year from 2019, when it stood at 2.73 tCO.e/ISKm. The
services, IT & communications sector follows with an emission intensity of
1.06 tCO,e/ISKm despite being one of the two most emission-heavy sectors.
Emissions from other sectors are estimated at less than 1.0 tCO,e/ISKm.
Emission intensity from the travel industry has not changed between years
and remains at 0.62 tCO,e/ISKm, about half of the 2019 reference figure.
When considering changes in the market value of listed tourism companies
since 2019, this corresponds to over a 43% reduction in emissions per mil-
lion ISK.

Emissions from loans to retail customers
continue to contract

Analysis of loans to retail customers extends to mortgages and motor vehi-
cle loans only. Mortgages to individuals comprise the largest loan category
in the Bank’s credit portfolio, or up to 45%. Mortgages to individuals com-
prise the largest loan category in the Bank’s credit portfolio, or up to 45%.
The increase was slight in 2023, or by 4%. Despite this growth in mortgage
loans in recent years, there has been an overall decrease in emissions from

Emission intensity by sectors
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loans to retail customers that can be categorised as motor vehicle loans.
Total emissions from housing mortgages are relatively low in Iceland by
international comparison, as almost all residential buildings in Iceland use
100% renewable energy for electricity and heating. Despite this high pro-
portion of renewable energy in energy consumption for housing, there are
still cases where it is necessary to use fossil fuels temporarily or in full, such
as for oil heating and heating from district heating plants. In the Bank's
analysis, the country was divided according to the combination of energy
sources in each area.

The estimated total emissions for the year decreased compared to the pre-
vious year, amounting to 1.7 ktCO.e, whereas the previous year saw emis-
sions peak at 2.1 ktCO.e based on the years the Bank has assessed its
emissions. This represents a reduction of approximately 20%. In the overall
context, this is still a very low figure compared to other loans in the Bank's
credit portfolio.

The analysis results indicate that the emission intensity of housing loans
decreased year-on-year in all regions except in South Iceland but remained
highest in the Westfjords. Emission intensity there was approximately 13
times higher than in the region with the lowest emissions intensity, North

Emission intensity of mortgages by geographic area
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Emissions from residential mortgages per square meter by region

lceland. When assessed in terms of emissions per square meter of housing,
a similar pattern emerges, with the relative difference between the high-
est-emitting region and the lowest being even greater: nearly 14 times high- 10
er. Emission intensity continues to be highest in regions serviced by district

12

heating systems. These systems have experienced temporary reductions in E 8
electricity supply during parts of the year in recent years. As a result, district g .
heating systems have had to rely on fossil fuels for operations instead of re- é“

newable electricity, leading to a corresponding increase in carbon emissions. ¥ 4

Carbon emissions from vehicle and equipment loans to retail customers de-
creased by 23% between 2022 and 2023, continuing the steady decline
observed in recent years. Emissions from these loans totalled 5.7 ktCOse in
2023, compared to 12.4 ktCOze in the base year of 2019. This is primarily
because individuals have sought out more environmentally friendly options
when renewing their vehicles. There have also been constant developments
in car manufacturing, with vehicles becoming increasingly fuel-efficient and
thus emitting less carbon. This trend is expected to continue in the coming

years, as importing vehicles running on fossil fuel will be prohibited after
2030.
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This is different for corporate vehicle and equipment loans, where total car-
bon emissions increased by just under 3 ktCO,e between 2022 and 2023,
although the emission intensity decreased by 10%. This increase in total
emissions can be attributed to the 19% increase in corporate vehicle and
equipment loans between years. The reduction in emission intensity can
likewise be attributed to more environmentally friendly and fuel-efficient
motor vehicles being purchased.

The travel industry is by far the most emission-heavy sector under vehicle
and equipment loans, with just over 32 ktCO,e of emissions in 2023 com-
pared to just over 29 ktCO.e in 2022 and 26 ktCOze in 2021, which amounts
to more than 85% of the total emissions from corporate vehicle and equip-
ment loans.

Sovereign debt remains a major contributor
to emissions

Financed emissions from the Bank’s bond and equity portfolio excl. unlisted
equities were estimated at 0.18 tCO.e per ISK million in 2023. In compari-
son, financed emissions in the previous year amounted to 0.24 tCO.e/ISKm.
There are considerable financed emissions from sovereign debt compared

to other classes analysed. Here, the composition of the bonds has a great
effect, as the largest percentage of emissions may be traced to Icelandic
sovereign bonds. Different countries report carbon emissions differently, so
the results of the analysis show both carbon emissions with and without
LULUCEF. There is a reduction in carbon emissions between years, partly due
to the lower weight of Icelandic sovereign bonds and a reduction in emis-
sions from the sovereigns. Carbon emissions from sovereign debt excluding
LULUCF were a little over 132 ktCO,e in 2023, compared to just under 136
ktCO2 in 2022. The emission intensity of sovereign debt decreases from
1.29 tCO2e/ISKm in 2022 to 0.97 tCOze/ISKm in 2023.

It should be kept in mind that carbon emissions from sovereign debt take
into account the production emissions of the relevant countries and are
only included in Scope 1. Thus it could be argued that there is some double
counting of emissions, as factors such as emissions from energy produc-
tion in the country are taken into account for the production emissions. The
emission figures nevertheless provide a general overview and grasp of the
actual emissions for these bonds and help provide an understanding of the
big picture.



Opportunities and prospects for the future

Today’s rapid technological and social changes present numerous oppor-
tunities to reduce carbon emissions. The sectors and companies identified
with the highest carbon footprint in the Bank's credit and asset portfolio are
connected to the fisheries industry and transport of cargo and passengers.
The operations of both these sectors are largely based on the use of fossil
fuels. Considering the Icelandic government’s climate policy, fossil fuel use
in Iceland is expected to decrease with the energy transition and improved
fuel efficiency and may even be completely eliminated at some point in the
future. The Bank will use the results of this analysis to follow up and assess
its science-based targets for reducing carbon emissions from its credit and
asset portfolio, as well as expanding the services provided to the Bank’s cus-
tomers.

With the induction of the CSRD on sustainability reporting (EU 2022/2464)
into Icelandic law, certain companies will be required to report on key ma-
terial sustainability factors (including climate issues and mitigation mea-
sures) based on impact, opportunities, and risks. Such reporting is expected
to better integrate sustainability into corporate strategy, influence emis-
sions within their operations, and improve transparency over the long term.

Carbon emission of Landsbankinn’s credit
and asset portfolios 2021-2023

0] 100 200 300 400 500 600 700
ktCO_ e

B Business loans M Mortgages M Motor vehicle loans
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Annual financial statement 2023

Cash and balances with Central Bank
Market bonds and other fixed-income securities
Equity and equity instruments

Derivative contracts

Loans and receivables to credit institutions
Loans and receivables to customers
Investment in affiliates

PPE

Intangible assets

Tax credits

Other assets

Assets undergoing a sales process

Total

Loans to customers - 2023

Housing mortgages - Individuals
Motor vehicle loans - Individuals and corporate
Other loans - Individuals

Other loans - Corporate

Total

Total assets

ISKm

75,350
144,542
17,642
7,459
54,101
1,630,896
6,877
14,728
1,465
5,843
148

1,959,051

Total assets

ISKm

730,985
55,906
71,473

772,531

1,630,896

In scope

ISKm

138,415
16,980

1,493,696

1,649,091

In scope

ISKm

677,562

55,557

760,577

1,493,696

Outside scope

ISKm

75350
6,127
662
7,459
54,101
137,199
6,877
14,728
1,465
5843
148

309,960

Outside scope

ISKm

53,423
349
71,473

11,954

137,199

In scope

Percentage

95.8%
96.2%

91.6%

84.2%

In scope

Percentage

92.7%
99.4%

98.5%

91.6%

Financed
emissions

ktCOze

131.6
2.0

214.7

348.3

Financed
emissions

ktCOze

1.66

43.5

169.6

214.7

Emission
factor

tCO,e/ISKm

0.95
0.12

0.14

0.21

Emission
factor
tCO,e/ISKm

0.002
0.78

0.22

0.14

Data quality

Weighted average

2.0
3.1

3.8

3.6

Data quality

Weighted average

4.0

2.3

3.7

3.78

Adjusted
emission intensity

tCO,e/ISKm

0.95
0.18

0.16

0.23

Adjusted
emission intensity

tCO,e/ISKm

0.002
0.78

0.25

0.16
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Methodology

In November 2020, the Global GHG Accounting and Reporting Standard for the
Financial Industry was launched by the Partnership for Carbon Accounting Fi-
nancials (PCAF). It is intended to enable financial undertakings to calculate and
assess emissions from their credit and asset portfolios. The PCAF methodolo-
gy is mostly based on the methodology of Greenhouse Gas (GHG) Protocol and
has been approved as such by GHG Protocol. According to the GHG methodol-
ogy, emissions are defined as direct or indirect and divided into three different
scopes according to their source and location in the value chain.

The three scopes are:

Scope 1: Direct GHG emissions that occur from sources owned or controlled
by the reporting company, e.g. from vehicles and machines owned by the
company.

Scope 2: Indirect emissions from the generation of energy for the operations
of the company, such as electricity and other energy
used for heating.

Scope 3: All other indirect emissions that occur in the value chain of the re-
porting company, such as emissions due to waste and purchased services.

co

CH N.O HFCs PFCs SF NF

Scope 2 Scope 1
Direct

Indirect

Upstream activities Reporting company Downstream activities

Source: WRI and WBCSD



https://ghgprotocol.org/sites/default/files/standards/Corporate-Value-Chain-Accounting-Reporing-Standard_041613_2.pdf

PCAF requires companies to report their emissions for Scope 1 and 2, but only
in part for Scope 3. Scope 3 emissions are only required for a part of compa-
nies, i.e. companies in the oil, gas and mining sectors, as well as those engaged
in transportation, construction, buildings, materials, and industrial activities. Al-
though emissions analysis is currently only required for these particular classes,
Landsbankinn will cover Scope 3 emissions for all classes in its reporting. The
Bank will therefore report on emissions for all scopes for its customers and
other asset classes, as applicable, according to PCAF classification.

PCAF divides the credit and asset portfolios of financial
undertakings into seven asset classes:

Listed equity and corporate bonds
Business loans and unlisted equity
Project finance

Commercial real estate
Mortgages

Motor vehicle loans

Sovereign debt

Although PCAF has been in rapid development in recent years, methods have
not yet been developed to calculate emissions for all asset classes, such as
green bonds, derivatives, overdrafts and credit cards of individuals. This, along
with lack of data for other categories with defined methodologies, results in a
portion of the credit portfolio being reported as out of scope in the results of
the analysis.

The analysis of the financed emissions is based on the availability of data
needed to perform the calculations. The aim is to use data that are as close as
possible to actual data, but in other cases estimated emission values must be
used. It was not possible to analyse specifically funded emissions for project
finance and commercial real estate due to insufficient data, so instead they
are included as business loans in the results.

Data collection and accessibility varies and is one of the main challenges in
analysing carbon emissions from companies. This challenge is not limited to
any one country, and PCAF has issued a rating scale to assess data quality.
The rating is determined by how detailed and close to actual figures the data
are. The scale ranges from 1 to 5, with 5 representing the least detailed and
reliable data. Data quality is defined according to the methodology, source and
nature of the data. PCAF also maintains a database of emissions figures by



class, country and sector. However, the database does not contain emissions
figures for Iceland.

Efforts are made to use the emission figures issued by companies for their ac-
tivities and the Bank uses Vera® Solutions to source such information. In cases
where Scope 3-related emission figures from companies clearly indicate that
such emissions were not taken into account in terms of fossil fuel use in Scope
1, the figures are recalculated. In cases where companies’ emission figures are
not available it is necessary to have access to information on financial indica-
tors of companies to assess the Bank’s entire credit portfolio. In such cases,
emission figures from the PCAF database® and economic variables are used as
basis. Annual financial statements play a key role in this, and most companies
have now issued their statement for 2023.

Since the publication of the Bank's last report on financed emissions, there
has been a methodological change in the emission factors for electricity and
hot water provided by the Environment Agency. These changes are discussed
in more detail in the section on residential mortgages and the Bank has re-
calculated financed emissions from residential mortgages back to 2019 (see
supporting materials).

The analysis in this report is based on the Bank’s balance sheet for 2023.
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Listed equities and corporate bonds

This shows results for the Bank’s financed emissions in 2023 for listed eqg- The following formula was used to calculate emissions of listed companies:
uities and bonds according to the balance sheet for the same year. Not
included are instruments such as green bonds, municipal bonds, securities
for hedging, unit shares and derivatives, as PCAF has not yet developed the
methodology to assess emissions from such financial instruments. Sover-
eign debt is also not included here but is covered in a separate section.

H
P
P
LT

Outstanding amount,

Financed emissions = z X Company emissions,
EVIC,

c

C = a company in which investments are made

Data on carbon emissions of companies were collected by
the following means and in the following order: EVIC® stands for enterprise value including cash, where cash is not deducted

so the total value will not be a negative figure.
a) Via corporate annual or sustainability reports in Vera Sustainability.
Data rating: 1 and 2 The following formula was used to calculate the emissions of unlisted com-
panies with carbon emissions published in their annual financial statement:

a) Via the PCAF database, based on income
Data rating: 4

.....

= p o Z Outstanding amount, - o
. — X
a) Via the PCAF database, based on assets inanced emissions el ey o Gl ompany emissions,

Data rating: 5 ¢

Cc = a company in which investments are made

In using the PCAF database, the company’s registered ISAT® classification
according to Landsbankinn was used.



The following formula was used to calculate the emissions of unlisted com-
panies who haven't published their carbon emissions:

Outstanding amount, GHG emissions,

Financed emissions = Z X Revenue, X

Total equity + debt, Revenue,

c,n

f = a company in which investments are made, n = the appropriate NACE’ category

The following formula was used to calculate the emissions of unlisted com-
panies who haven't published their carbon emissions and have no or incom-
plete information on their income in their annual financial statement:

GHG emissions,

Financed emissions = z Outstanding amount; X

Assets,,
fn

f = a company in which investments are made, n = the appropriate NACE category

Emission intensity is also recalculated with regard to changes in the value of
listed companies from the Bank’s base year of 2019. The value of a compa-
ny is the denominator in the formula, and therefore has an effect according

to whether the value decreases or increases. This is done so a more reliable
comparison of emission factors between years can be carried out.

The following formula was used to calculate the converted emission factor:

EVIC,
EVIC,

Emission intensity g iysceq = Emission intensity,, X z W, X
i

w = benchmarks weights, v = base year, s =comparison year

Adjustment factors for listed equities and bonds were as follows:

Equities: 1.60
Bonds: 1.46

Listed equities and bonds 2023

Financed Book value Emission Data quality Scope 3 Data Adjusted In scope
emissions intensity quality - emission
Scope 3 intensity

Year ktCO e ISKm tCO_e/ISKm Weighted ktCO,e Weighted tCO,e/ISKm Percentage

average average

2023 1.9 10,846 0.18 1.9 2.2 2.0 0.27 63.1%
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Business loans and unlisted equities

This shows results for the Bank’s financed emissions in 2023 for business
loans and unlisted equities according to the balance sheet. Vehicle and equip-
ment loans are not included but are covered in a separate section. Loans
to the State, municipalities and public institutions are not included in this
methodology and are deemed to be out of scope.

Data on carbon emissions of companies were collected by
the following means and in the following order:

a) Via corporate annual or sustainability reports in Vera Sustainability.
Data rating: 1 and 2

b) Via the PCAF database, based on income
Data rating: 4

c) Via the PCAF database, based on assets
Data rating: 5

In using the PCAF database, the company’s registered ISAT classification
according to Landsbankinn was used.

For financed emissions from business loans, the calculations noted in the
previous section on listed equity and corporate bonds are used.

In addition, the emission factor of listed companies was also converted for
2023 using the same methodology applied for listed equity and corporate
bonds. This is done so a more reliable comparison of emission factors be-
tween years can be carried out. Based on the Bank’s base year of 2019.
The adjustment factor for corporate loans was 1.57.

The following formula was used to calculate outstanding amount of unlisted

equity:

#shares of financial instution

Financed emissions = X Total equityy

#total shares,

f = company

If the number of unlisted equities was unknown or there was no information
available regarding equity, the result was deemed to be out of scope.



2023

Sector

Construction

Holding companies

Real estate companies

Travel sector

Industrial and power companies
Agriculture

Public entities

Fisheries and seafood

Trade

Services, IT and communications

Total

2023

Type

Unlisted equity - 2023

Financed
emissions

ktCOze

11.5
0.4
4.3

33.8

13.6

26.2
0.1

33.2
6.3

40.2

169.6

Financed
emissions

ktCOze

0.1

Book value

ISKm

129,071
27,674
176,236
82,189
31,459
6,910
372
190,118
58,586
57,963

760,577

Book value

ISKm

9,165

Emission
intensity

tCO,e/ISKm

Emission
intensity

tCO,e/ISKm

0.09
0.01
0.02
0.41
0.43
3.79
0.29
0.17
0.11
0.69

0.22

Data quality

Weighted average

4.1
4.3
3.8
3.8
3.7
4.1
5.0
3.5
2.5
3.7

3.7

Data quality

Weighted average

4.1

Scope 3

ktCO,e

93.6
0.8
16.1
62.0
61.4
27.0
0.5
219.2
252.0
41.6

774.3

Scope 3 Data quality
- Scope 3

ktCO,e Weighted average

0.2 4.1

Data quality
- Scope 3

Weighted average

4.3
43
3.8
3.8
3.7
4.1
5.0
3.5
2.6
3.7

3.7

Adjusted emission
intensity

tCO,e/ISKm

0.01

Adjusted emission
intensity

tCO,e/ISKm

0.09
0.01
0.02
0.61
0.43
3.79
0.29
0.17
0.11

0.82

0.25

In scope

Percentage

95.4%
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Mortgages

This shows results for the Bank’s financed emissions in 2023 for mortgages
to retail customers according to the balance sheet for the year.

The following formula was used to calculate emissions from mortgages:

Financed emissions = Z
b,p

Outstanding amount,,

X Estimated ener consumption, X GHG emission factor,
Property value,, 9y ptions / e

b = building, p = postal code

An emission factor for Scope 1° and 2 for each postal code in the country
was calculated according to the proportional division between energy sourc-
es within each postal code. The division was based on the Property Register
and data from the National Energy Authority.

There are only a few houses in Iceland that only use fossil fuel for heating
and/or electricity produced by such means. All other residential buildings in
the country utilise renewable energy for general use. Other sources of ener-
gy that are used for domestic heating are electricity, geothermal energy and
district heating.’ There are a few houses where wooden pellets are used for
heating, but this is an unknown quantity and therefore not included here.

Calculations of financed emissions from electricity use were based on the
emission factor for electricity provided by the Environment Agency.

Geothermal energy can be divided into two categories: Hot water from low-tem-
perature geothermal areas and hot water from geothermal power plants
(high-temperature areas). Emissions from space heating using hot water from
low-temperature geothermal areas, where traditional district heating systems
operate, were considered negligible, as referenced in this report. In regions where
hot water is sourced from both geothermal power plants and low-temperature
areas, the emission factor from Veitur was used. This factor reflects the average
emissions from low-temperature areas and geothermal power plants in their
operations. The emission factor for district heating was calculated according
to annual financial statements and data from the companies in question.

To assess the energy consumption of the respective property, the Bank’s
methodology for estimating energy consumption in residential properties
was used, as outlined in a dedicated report published by the Bank.

When analysing Scope 3 carbon emissions, emissions from the transport
and distribution of the energy in question were considered. Distribution and
transmission losses of geothermal energy and electricity were based on a
report and information from the National Energy Authority. The emission
factor for transport and production of fossil fuels was according to data
from DEFRA'®. The emissions were calculated using similar methodology as
used for Scope 1 and 2.


https://ust.is/library/sida/Loft/Losunarstu%c3%b0lar_UST_6.0.2.xlsx
https://orkustofnun.is/gogn/unu-gtp-sc/UNU-GTP-SC-06-08.pdf
https://www.veitur.is/umhverfismal
https://www.landsbankinn.is/uploads/documents/bankinn/sjalfbaerni/green_residential_buildings_methodology.pdf
https://orkustofnun.is/gogn/Skyrslur/OS-2022/OS-2022-01.pdf
https://orkustofnun.is/gogn/Skyrslur/OS-2022/OS-2022-01.pdf
https://www.gov.uk/government/collections/government-conversion-factors-for-company-reporting

According to data from the National Energy Authority, over 91% of Icelandic
residential housing was heated with geothermal energy, 6% with electricity,
2.5% with district heating and 0.2% with fossil fuel in 2020. This same data
assumes that in 2030, the ratios will be that 93.3% of residential housing
is heated with geothermal energy, 5.0% with electricity, 1.7% with district
heating and none with fossil fuel.

Emissions from housing construction were not calculated as this could re-
sult in double counting of emissions. This is related to the fact that these

2023 Financed emissions Book value
Type of housing ktCO_e ISKm
Single-family home 0.81 189,181
Multi-family building 0.61 374,292
Semi-detached/row house 0.23 114,089
Total 1.66 677,562
2023 Financed emissions Book value
Region ktCO,e ISKm
East Iceland 0.08 17,728
Capital region 0.65 444232
Northeast Iceland 0.04 46,693
Northwest Iceland 0.01 10,836
South Iceland 0.50 49,539
Sudurnes peninsula 0.19 68,032
West Fjords 0.12 9,246
West Iceland 0.06 31,255
Total 1.66 677,562

emissions have usually gone through loans that the construction companies
have taken out for the construction.

If 2 mortgage could not be linked to registered housing in the Property Reg-
ister, e.g. due to incorrect registration or lack of information, the loan in
question was assessed as out of scope. Mortgages were also deemed to be
out of scope if the housing in question was not considered fully complete in
the property register (assessment level 6, 7 or 8 or construction phase B4).

All mortgages are classified as having a data rating of 4.

Emission intensity Data quality Scope 3 Data quality - Scope 3
tCO,e/ISKm Weighted average ktCO e Weighted average

0.004 4.0 0.12 4.0

0.002 4.0 0.08 4.0

0.002 4.0 0.03 4.0

0.002 4.0 0.23 4.0

Emission intensity Data quality Scope 3 Data quality - Scope 3
tCO,e/ISKm Weighted average ktCO e Weighted average

0.004 4.0 0.01 4.0

0.001 4.0 0.07 4.0

0.001 4.0 0.00 4.0

0.001 4.0 0.00 4.0

0.010 4.0 0.11 4.0

0.003 4.0 0.02 4.0

0.013 4.0 0.02 4.0

0.002 4.0 0.00 4.0

0.002 4.0 0.23 4.0


https://orkustofnun.is/gogn/Skyrslur/OS-2022/OS-2022-01.pdf
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Motor vehicle loans

This shows results for the Bank’s financed emissions in 2023 for Motor ve-
hicle loans'' to retail customers according to the balance sheet for the year.
This also includes other loans secured with a mortgage in a car or another
vehicle or self-propelling machinery.

To calculate the emissions from Motor vehicle loans, the following formula
was generally used for road vehicles:

Outstanding amount, . o
X Average distance traveled; X Emission factor,

Financed emissions = Z
Property value,

t = vehicle

The following formula was used to calculate emissions from off-road vehicles:

Outstanding amount, o
X Average emission factor,,

Financed emissions = Z

Porperty value;
t,m

t = vehicle, m = total average emission

Data on carbon emissions of vehicles were collected by the following means
and in the following order:

a) The Icelandic Transport Authority’s vehicle registry
Data rating: 2

b) The highest carbon emission of the same type of vehicle and fuels
from known values in the database'
Data rating: 4

c) From DEFRA emission factors (recorded as WLTP'®> emission values)
Data rating: 5

d) (For vehicles other than standard road vehicles). Average data on
the number of heavy machineries from the Occupational Safety and
Health Administration and the amount of oil sold to the relevant
classes of machinery.

Data rating: 5



Driving data were collected by the following means and in the following order:

a) Average vehicle mileage according to the Icelandic Transport
Authority (not motorcycles).
Data rating: 2

b) The vehicle database Trafikanalys in Sweden for motorcycles.
Data rating: 5

Each vehicle’s data rating was determined based on which was higher, the
data rating for the emission factor or driving data.

Other criteria for calculating carbon emissions from vehicle and equipment
loans:

Rental cars were determined to drive four times more than similar pri-
vately-owned vehicles.

There are two procedures to assess emission values of vehicles, NEDC'
and WLTP. WLTP is newer and will eventually replace NEDC altogeth-
er. The analysis was based on the WLTP values of vehicles, while for
vehicles that only had a NEDC value, the value was converted to WLTP
according to defined factors based on the type of vehicle.

Charging arrangement for electric cars is based on the report from
Samorka.

All vehicles that in any way use fossil fuels and methane are covered by Scope
1 and therefore only pure electric vehicles are covered by Scope 2. Scope 3
emissions are not calculated here as data and information is lacking.

2023 Financed emissions Book value Emission intensity Data quality
Type ktCO,e ISKm tCO,e/ISKm Weighted average
Hybrid vehicles 9.4 13,568 0.69 2.0
Fossil fuel only 34.1 30,140 113 2.6
Green vehicles 0.0 11,849 0.00 2.0

Total 43.5 55,557 0.78 2.3


https://www.trafa.se/en/road-traffic/driving-distances-with-swedish-registered-vehicles/
https://www.stjornarradid.is/lisalib/getfile.aspx?itemid=0094efa6-4994-11ea-9454-005056bc530c
https://publications.jrc.ec.europa.eu/repository/handle/JRC107662
https://samorka.is/wp-content/uploads/2020/09/Samorka-Annual-Report-2020-V4.pdf
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Sovereign debt

This shows results for the Bank’s financed emissions in 2023 for listed sov-
ereign bonds according to the balance sheet for the year.

Outstanding amount;

X Unverified country emission,

Financed emissions = Z _
PPPYadjusted GDP1€ 17

[

| = country in question

The calculation method for sovereign bonds is basically the same as for
listed equities and corporate bonds except that instead of using the total
value of the company in question, or country in this instance, the country’s
economy is used. The economies of the countries of the world are different
and can depend on both the size of the countries and their economic status.
For instance, Iceland’s economy is small in a global sense but is nevertheless
considered among the most developed in the world. For a real comparison
between countries in calculating financed emissions, purchasing power par-
ity adjusted for GDP is used.

Data from the World Bank’s database was used to gather information on
purchasing power parity adjusted for GDP for the countries in question. To
carry out the calculations, outstanding amounts had to be converted to US
dollars.

The carbon accounting of countries can differ for a variety of reasons so it
may be difficult to make an analysis using similarly recorded data. The United

Nations Climate Change database has information on the carbon emissions
of the relevant countries pursuant to the requirements of the UN Framework
Convention on Climate Change.'® However, there is a delay in the availabil-
ity of these data, as information on the carbon emissions of countries is
usually published two years after the fact. Data on the carbon emissions of
the relevant countries for 2022 are used, or later preliminary figures, as this
is the most recent available data information.

The results show financed emissions from sovereign debt according to emis-
sion figures for the relevant countries, with and without LULUCF.


https://data.worldbank.org/indicator/NY.GDP.MKTP.PP.CD
https://unfccc.int/ghg-inventories-annex-i-parties/2024
https://unfccc.int/ghg-inventories-annex-i-parties/2024

All sovereign bonds using carbon emission statistics for the year correspond-
ing to reports on the United Nations Climate Change website are classified
as having the data rating 1. If the statistics from the database that are used
are older than the calculation year or newer preliminary figures, the con-
clusions are classified as having the data rating 2. Here, carbon emissions
from sovereign bonds are included in Scope 1.

Financed emissions Emission factor
Excluding Including Excluding Including .
2023 LULUCF gy EEETRIE LULUCF LULUCF Rty
Type ktCO.e ktCO.e ISKm tCO,e/ISKm tCO,e/ISKm  Weighted average

Sovereign debt 131.6 2443 135,384 0.97 1.80 2.0
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Breakdown for 2023 according to NACE

2023 Financed
emissions
NACE ktCO.e
A Agriculture, forestry and fisheries 45.4
B Mining and quarrying and mineral extraction 2.5
C Production 24.5
D Electric, gas and heating utilities 1.1
E  Water supply, sewers, waste treatment and decontamination 3.1
F Construction and infrastructure 12.7
G Wholesale and retail trade, motor vehicle repair 7.5
H Transportation and storage 67.2
| Accommodation and food service activities 2.4
J IT & telecommunication 0.7
K Financial and insurance activities 0.4
L Real estate transactions 4.4
M Professional, scientific and technical activities 1.1
N Leasing activities and various specialised services 31.8
O Public administration and defence; social security 0.0
P Educational work 0.2
Q Health care and social services 0.3
R Cultural, sports and recreational activities 0.3
S Non-governmental organisations and other service activities 1.6
o Activities of households as employers, provision of services and manufacturing 00
for own use
Total - Corporate 207.3
Individuals 7.4
Total - All 214.7

Book value

ISKm

98,410
646
123,204
7,232
3,181
132,119
63,727
28,597
45,890
16,890
28,332
177,858
4,773
50,934
97
1,251
5,327
5,034
5,939

799,444
694,252
1,493,696

Emission
intensity

tCO,e/ISKm

0.46
3.91
0.20
0.15
0.96
0.10
0.12
2.35
0.05
0.04
0.01
0.02
0.23
0.62
0.18
0.12
0.06
0.07
0.27

0.60

0.26
0.01
0.14

Data quality

Weighted average

3.6
4.0
3.5
2.8
3.9
4.1
2.6
2.9
4.0
3.1
43
3.8
3.9
3.1
4.5
43
4.1
4.4

4.6

2.0

3.6
4.0
3.8

Scope 3

ktCOze

84.5
1.0
217.7
4.5
3.3
93.6
252.0
26.7
17.6
55
0.8
16.4
2.2
32.3
0.0
0.5
4.6
4.0
6.9

0.0

774.3
0.2
774.5

Data quality

- Scope 3

Weighted average

3.6
4.0
35
2.8
4.0
4.3
2.6
3.0
4.0
3.1
4.3
3.8
4.0
4.0
50
4.3
4.2
4.5

4.6

4.0

3.7
4.0
3.8

Adjusted
emission intensity

tCO,e/ISKm

0.46
3.91
0.20
0.15
0.96
0.10
0.12
3.17
0.05
0.04
0.01
0.03
0.23
0.62
0.18
0.12
0.06
0.07
0.27

0.60

0.29
0.01
0.16

In scope

Percentage

100.0%
100.0%
99.6%
100.0%
99.4%
100.0%
99.3%
100.0%
100.0%
100.0%
99.9%
100.0%
99.9%
99.8%
0.9%
99.0%
98.9%
99.9%
99.8%

100.0%

98.5%
84.8%
91.6%



2023

Sector

Construction

Holding companies

Real estate companies

Tourism

Industrial and power companies
Agriculture

Public entities

Opinberir adilar

Fisheries and seafood

Trade

Services, IT and communications

Total - Corporate
Individuals

Total - All

Financed
emissions

ktCOze

12.7
0.4
4.3

66.1

13.9

26.3
0.1
0,1

33.3
7.5

42.6

207.3
7.4
214.7

Book value

ISKm

132,119
27,708
176,367
107,662
32,052
7,210
376
329
190,229
63,727

61,994

799,444
694,252

1,493,696

Emission
intensity

tCO,e/ISKm

0.10
0.01
0.02
0.61
0.43
3.65
0.29
0,19
0.17
0.12
0.69

0.26
0.01

0.14

Data quality

Weighted average

4.1
43
3.8
3.4
3.7
4.1
5.0
4,6
3.5
2.6
3.7

3.6
4.0
3.8

Scope 3

ktCOze

93.6
0.8
16.1
62.0
61.3
27.0
0.5
0,350
219.2
252.0
41.6

774.3
0.2
774.5

Data quality

- Scope 3

Weighted average

4.3
4.3
3.8
3.8
3.7
4.1
50
4,6
3.5
2.6
3.7

3.7
4.0
3.8

Adjusted

emission intensity

tCO,e/ISKm

0.10
0.01
0.02
0.76
0.43
3.65
0.29
0,19
0.17
0.12
0.81

0.29
0.01

0.16

In scope

Percentage

100.0%
99.9%
100.0%
100.0%
98.5%
100.0%
3.3%
3,1%
100.0%
99.3%
99.8%

98.5%
84.8%

91.6%



Summary of emission-intensive sectors

This summary provides an overview of industries generally considered to be emission-intensive in the international community. The summary includes both equities
and securities (excluding sovereign bonds) as well as all loans to customers other than individuals.

Loans - 2023 Financed Book value Emission Data quality Scope 3 Data quality Adjusted In scope
emissions intensity - Scope 3 emission intensity
Emission-intensive sector ktCO,e ISKm tCO,e/ISKm Weighted average ktCO,e Weighted average tCO,e/ISKm Percentage
Automotive 0.0 13 0.06 5.0 0.0 5.0 0.06 100.0%
Aviation 29.8 11,427 2.61 2.4 10.8 2.4 4.01 100.0%
Cement, clinker and lime production 3.2 447 7.25 3.7 1.5 4.1 7.25 100.0%
Fossil fuel combustion 0.6 3,271 0.17 1.2 128.9 1.2 0.17 100.0%
Iron and steel, coke, and metal ore production 0.3 154 2.08 3.9 0.7 4.0 2.08 100.0%
Maritime transport 33.7 10,099 3.35 3.2 11.2 3.2 4.07 100.0%
Power 0.4 6,783 0.06 3.1 5.2 3.1 0.06 99.9%
Total 68.0 32,194 2.11 2.7 158.3 2.7 2.84 100.0%
Other 139.3 767,250 0.18 3.7 615.9 3.8 0.18 98.4%
Equities and bonds - 2023 Financed Book value Emission Data quality Scope 3 Data quality Adjusted In scope
emissions intensity - Scope 3 emission intensity
Emission-intensive sector ktCO,e ISKm tCO,e/ISKm Weighted average ktCO,e Weighted average tCO_e/ISKm Percentage
Aviation 1.6 327 5.02 2.0 0.3 2.0 8.02 100.0%
Maritime transport 0.1 56 2.30 2.0 0.0 2.0 2.30 100.0%
Total 1.8 383 4.63 2.0 0.3 2.0 7.19 100.0%
Other 0.2 19,628 0.01 1.9 2.1 2.0 0.02 74.3%



Recalculation of residential mortgages for 2019- 2022

These are the results of the recalculations of the estimated carbon emissions from the Bank’s residential mortgages in 2019-2022.

Breakdown of mortgages in 2019-2022

2022 Financed Book value Emission Data quality Scope 3 Data quality
emissions intensity - Scope 3

Type of housing ktCO e ISKm tCO,e/ISKm Weighted average ktCO,e Weighted average
Single-family home 1.12 210,446 0.005 4 0.17 4
Multi-family building 0.75 361,373 0.002 4 0.10 4
Semi-detached/row house 0.20 78,754 0.003 4 0.02 4
Total 2.07 650,572 0.003 4 0.29 4
Financed Book value Emission Data quality Scope 3 Data quality

emissions intensity - Scope 3

Region ktCO.e ISKm tCO,e/ISKm Weighted average ktCO_e Weighted average
East Iceland 0.10 16,467 0.006 4 0.01 Z
Capital region 0.83 432,664 0.002 4 0.08 4
Northeast Iceland 0.05 43,590 0.001 4 0.00 4
Northwest Iceland 0.01 9,441 0.001 4 0.00 4
South Iceland 0.29 46,152 0.006 4 0.06 4
Sudurnes peninsula 0.24 64,332 0.004 4 0.02 4
West Fjords 0.47 8,371 0.057 4 0.11 4
West Iceland 0.07 29,555 0.002 4 0.00 4

Total 2.07 650,572 0.003 4 0.29 4



2021

Financed

emissions

Type of housing ktCO e
Single-family home 0.63
Multi-family building 0.57
Semi-detached/row house 0.20
Total 1.40
Financed

emissions

Region ktCO_e
East Iceland 0.08
Capital region 0.77
Northeast Iceland 0.04
Northwest Iceland 0.01
South Iceland 0.11
Sudurnes peninsula 0.21
West Fjords 0.12
West Iceland 0.06

Total 1.40

Book value

ISKm

180380
330,367

87,401

598,148

Book value

ISKm

14,717
405,659
39,224
7,906
40,902
55,758
7,378
26,604

598,148

Emission
intensity

tCO,e/ISKm

0.003
0.002
0.002

0.002

Emission
intensity

tCO,e/ISKm

0.005
0.002
0.001
0.001
0.003
0.004
0.016
0.002

0.002

Data quality

Weighted average

Data quality

Weighted average

N N . R - S -

Scope 3

ktCOze

0.07
0.06
0.02

0.15

Scope 3

ktCO,e

0.01
0.08
0.00
0.00
0.02
0.02
0.02
0.00

0.15

Data quality
- Scope 3

Weighted average

Data quality
- Scope 3

Weighted average

N N e R N S



2020

Financed

emissions

Type of housing ktCO e
Single-family home 0.53
Multi-family building 0.47
Semi-detached/row house 0.18
Total 1.18
Financed

emissions

Region ktCO_e
East Iceland 0.06
Capital region 0.65
Northeast Iceland 0.03
Northwest Iceland 0.01
South Iceland 0.09
Sudurnes peninsula 0.17
West Fjords 0.12
West Iceland 0.05

Total 1.18

Book value

ISKm

141719
258,464

76,769

476,952

Book value

ISKm

12,565
322,849
31,626
6,108
30,819
45,178
6,105
21,701

476,952

Emission
intensity

tCO,e/ISKm

0.004
0.002
0.002

0.002

Emission
intensity

tCO,e/ISKm

0.005
0.002
0.001
0.001
0.003
0.004
0.020
0.002

0.002

Data quality

Weighted average

Data quality

Weighted average

N N . R - S -

Scope 3

ktCOze

0.06
0.05
0.02

0.13

Scope 3

ktCO,e

0.01
0.07
0.00
0.00
0.01
0.02
0.02
0.00

0.13

Data quality
- Scope 3

Weighted average

Data quality
- Scope 3

Weighted average

N N e R N S



2019

Financed

emissions

Type of housing ktCOze
Single-family home 0.46
Multi-family building 0.39
Semi-detached/row house 0.14
Total 0.99
Financed

emissions

Region ktCO_e
East Iceland 0.06
Capital region 0.52
Northeast Iceland 0.03
Northwest Iceland 0.01
South Iceland 0.08
Sudurnes peninsula 0.14
West Fjords 0.11
West Iceland 0.04
Total 0.99

Book value

ISKm

108,827
198,371

52,617

359,815

Book value

ISKm

10,143
242,214
24,900
4,698
23,993
33,319
4,759
15,790

359,815

Emission
intensity

tCO,e/ISKm

0.004
0.002
0.003

0.003

Emission
intensity

tCO,e/ISKm

0.006
0.002
0.001
0.001
0.003
0.004
0.024
0.003

0.003

Data quality

Weighted average

Data quality

Weighted average

N N . R - S -

Scope 3

ktCOze

0.05
0.04
0.01

0.11

Scope 3

ktCO,e

0.01
0.05
0.00
0.00
0.01
0.01
0.02
0.00

0.11

Data quality
- Scope 3

Weighted average

Data quality
- Scope 3

Weighted average
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