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Godan dag,

Umfjollun eftirlitsnefndar med fjarmalum sveitarfélaga (EFS) i nedangreindu tolvuskeyti er
ad mati Reykjavikurborgar einhlida og lysir einkum og sér i lagi afstodu og sjonarmidum EFS
til reikningsskila Reykjavikurborgar. Umfjolunin hefur ekki ad geyma taemandi lysingu a pvi
sem fram for 4 fundinum og eru pannig athugasemdir fulltria Reykjavikurborgar 6taldar. ba
er i yfirferdinni ad mestu litid framhja eda mogulega rangtulkud itarleg skrifleg svor
Reykjavikurborgar vid spurningum nefndarinnar 2. jandar 2025, p.e. svar dags. 17. mars
2025, sent til nefndarinnar asamt fylgiskjolum 28. mars 2025.

Til ad svara pvi sem fram kemur i tolvuskeyti nefndarinnar visar Reykjavikurborg til
umfjollunar sinnar i 4dur nefndu bréfi dags. 17. mars 2025 og itrekar pann rokstudning sem
pbar kemur fram. Ekki er tilefni til ad endurtaka pa umfjollun.

pratt fyrir framangreint telur Reykjavikurborg engu ad sidur rétt ad koma & framfeeri
eftirfarandi til fyllingar fyrri svorum vegna peirra athugasemda og sjénarmida EFS sem fram
koma i tolvuskeytinu.

l.

EFS visar til pess i tolvuskeyti sinu ad a fundinum hafi verid farid yfir fylgni vid log nr. 3/2006
um arsreikninga, p.e. 40 gr. laganna sem og umfjollun laganna um samstaedureikninga, en
ad i, [s]vari borgarinnar matti skilja sem svo ad ekki veeri talid ad nefnd akveedi aettu
vid um Reykjavikurborg®. Reykjavikurborg telur umraedda fullyrdingu fela i sér verulega
einfoldun og allt ad pvi afbokun & svorum Reykjavikurborgar.

Samkvaemt 1. mgr. 61. gr. sveitarstjérnarlaga nr. 138/2011 skal gera arsreikning fyrir
sveitarsjod, stofnanir sveitarfélagsins og fyrirtaeki pess. Pa segir ordrétt i akveedinu:
»Jafnframt skal gera samsteedureikning fyrir sveitarfélagio, p.e. sveitarsjod, stofnanir
pess og fyrirtaeki med sjalfstaett reikningshald, sbr. 60. gr. laganna. Arsreikningur skal
gerdur samkvaemt l6gum um arsreikninga, reglum settum samkvaeemt peim [6gum og
l6gum pessum, sem og gédri reikningsskilavenju. “

Akvaedid maelir pvi ekki fyrir um ad eingdngu skuli fylgja [dgum um &rsreikninga vid gerd



arsreiknings og samstaedureiknings sveitarfélags heldur einnig sveitarstjérnarlégum. A
grundvelli heimildar i 75. gr. sveitarstjornarlaga hefur verid sett reglugerd nr. 1212/2015 um
bokhald, fjdrhagséaaetlanir og arsreikninga sveitarfélaga. | umraeddri reglugerd er medal
annars meelt sérstaklega fyrir um hvernig beri ad setja fram samantekin reikningsskil
sveitarfélaga i fylgiskjal Il A-D. bar segir einnig i 2. gr., sem fjallar um skilgreiningar, ad
samantekin reikningsskil séu sameinud reikningsskil A-hluta og B-hluta sveitarfélags.
Reglugerdin & sér eins og fyrr greinir vidhlitandi stod i sveitarstjérnarlogum sem ganga sem
sérlog framar 68rum Logum eda reglugerdum vardandi reikningsskil sveitarfélaga.

Um gildissvid laga um arsreikninga er fjallad i 4. mgr. 1. gr. laganna og kemur par fram ad
akvaedi laganna viki fyrir kvaedum um arsreikninga i sérlégum. Akvaedid er svohljédandi:
,»LOg pessi skulu vikja fyrir akveedum um arsreikninga i sérlégum, enda byggist pau a
akveedum tilskipana Evropupingsins og radsins um arsreikninga tiltekinna félaga med
takmarkadri abyrgd.“ Er pad i samreemi vid almenna tulkunarreglu laga, p.e. ad sérlog
gangi framar almennum Logum pegar ad baedi sérlog og almenn log geta att vid um lagalegt
alitaefni (lex specialis).

Oumdeilt verdur ad teljast ad sveitarstjornarlog eru sérlég um sveitarfélog. Samkvaemt pvi
eiga akvaedi sveitarstjornarlaga og reglugerda settum a grundvelli laganna ad ganga framar
akvaedum almennra laga ef par ber 8 milli. Sér i lagi telur Reykjavikurborg pad eiga vid i tilviki
laga um arsreikninga sem beinlinis gera rad fyrir pvi ad login viki fyrir sérlogum enda eiga l6g
um arsreikninga fyrst og fremst vid um félog med takmarkadri abyrgo, sbr. 1. mgr. 1. gr. laga
um arsreikninga, en ekki um sveitarfélog sem eru stadbundin stjornvold. Af pvi leidir ad
fyrirmeeli sveitarstjérnarlaga og reglugerda settum a grundvelli laganna um arsreikninga
ganga framar almennum l6gum sem fjalla um sama efni, p. 8 m. lé6gum um arsreikninga.

1.

[ lj6si pess sem ad framan greinir mynda Reykjavikurborg og Félagsbustadir hf. pvi ekki
samstaedu i skilningi arsreikningalaga, par sem Reykjavikurborg er sveitarfélag en ekki
»modurfélag” Félagsbustada hf. i skilningi arsreikningalaga. Samstaedureikningur
Reykjavikurborgar er pvi ekki samstaedureikningur i skilningi arsreikningalaga heldur
einungis i skilningi 61. gr. sveitarstjérnarlaga, sem, eins og adur greinir, hafa ad geyma adrar
reglur um skiptingu og framsetningu rekstrar i samstaedureikningi.

I.

| tolvuskeyti EFS er fullyrt ad fasteignir Félagsbuistada hf. séu eignir notadar til logbodinnar
bjénustu sveitarfélagsins og ad ekki vaeri heimilt ad flokka peer sem fjarfestingareignir hja
Reykjavikurborg sem maodureiningu, pb.m.t. i samstaedureikningsskilum hennar. bessi
fullyrding er endurémur af peim malatilbinadi er vidhafdur var i kvortun til Eftirlitstofnunar
EFTA (ESA) i tilefni reikningsskila Reykjavikurborgar og var par hafnad. Hér er pvi verid ad
blanda saman skilgreiningum annars vegar IPSAS-stadalsins og hins vegar IAS-stadalsins &
pvi hvad telst til fjarfestingareigna. Samkveemt IAS er fjarfestingareign skilgreind sem



fasteign (land, bygging eda hluti byggingar eda hvort tveggja) sem haldid er (af eiganda eda
leigutaka) til ad afla leigutekna eda fyrir verdhaekkun eda hvort tveggja. Samkvaemt |AS telst
fasteign sem leigd er Ut til fjarfestingareigna. Aftur 8 maéti er i IPSAS stadlinum
fiarfestingareign tulkud med 68rum haetti og pa naer pvi sem EFS byggir a.

Hvorki Félagsbustadir hf. né Reykjavikurborg beita IPSAS-stadlinum vid sin reikningsskil og
er ekki skylt ad gera pad. A hinn béginn er IAS-stadlinum beitt vid reikningsskil
Félagsbustada hf. og borgarinnar og pvi studst vid framangreinda skilgreiningu. Ad 60ru leyti
er visad til umsagnar Reykjavikurborgar, dags. 7. april 2022, um beidni ESA um
vidbotarupplysingar um tulkun og hagnytingu IFRS stadla, sem fylgir tolvuskeyti pessu um
frekari rokstudning en par er itarlega fjallad um pessi atridi.

Pa er Reykjavikurborg 6sammala pvi sjonarmidi EFS ad matsheekkanir fjarfestingareigna
samreemist illa peim sjénarmidum sem priggja ara rekstrarjofnudur sveitarstjérnarlaga
byggist 4, p.e. rekstrarlega getu sveitarfélags til ad bregdast vid afollum en veeri frekar til
pess fallid ad tryggja skuldbindingar med solu eigna komi til sliks. Bent er 4 ad i logum er
ekki gerdur sa askilnadur ad félagslegt leiguhisneaedi sé i eigu sveitarfélags heldur eingdngu
ad sveitarstjornir skuli eftir pvi sem kostur er og porf er 4, tryggja frambod af leiguhusnaedi,
félagslegu kaupleiguhisneaedi og/eda félagslegum eignaribudum handa peim fjolskyldum og
einstaklingum sem ekki eru @ annan hatt feerir um ad sja sér fyrir hisnaedi sokum lagra
launa, pungrar framfeerslubyrdar eda annarra félagslegra adstaedna, sbr. 1. mgr. 45. gr. laga
nr. 40/1991 um félagspjénustu sveitarfélaga.

Pa skal aréttad ad med pvi ad flokka fasteignir Félagsbustada hf. sem fjarfestingareignir eru
synd rétt reikningsskil 8 samstaedu Reykjavikurborgar, par sem peaer afla tekna fra 6tengdum
pridju adilum enda eru allir leigusamningar gerdir milli Félagsbustada hf. og leigutaka sem
uppfylla skilyrdi samkvaemt reglum Reykjavikurborgar par um og aflar félagid sér tekna med
beim hzetti. [ [j6si pess samraemist flokkunin einnig 39. gr. laga um &rsreikninga, p.e.
fjarfestingareign til utleigu i skilningi akveaedisins, sbr. jafnframt skilgreiningu i tolulid 151 2.
gr. laganna.

Rétt er ad taka fram, i ljosi peirra athugasemda sem itrekad hafa nd komid fram af halfu EFS
um medhondlun & eignum Félagsbustada hf. i reikningsskilum, ad Reykjavikurborg horfir vid
mat sitt & fjarhagslegri stodu félaga i A- og B-hluta sveitarfélagsins til fleiri patta en peirra
sem tiundadir eru i 64. gr. sveitarstjérnarlaga. Reykjavikurborg hefur sett sér skyra
fidarmalastefnu, par sem fjarhagslegir meaelikvardar eru tilgreindir baedi fyrir A-hluta og
samantekinn rekstur A- og B-hluta. ba kveda eigendastefnur B-hluta félaga & um skyr
markmid um fjarhagslega afkomu og getu félaganna til ad standa undir rekstri og
skuldbindingum sinum. Félagsbustodum hf. hafa sem daemi verid settir meaelikvardar um
sjalfbeerni og rekstrarheefi sem fylgst er med af halfu Reykjavikurborgar sem eiganda
félagsins burtséd fra jafnveegisvidmidi sveitarstjornarlaga.



V.

| tolvuskeyti EFS er sérstaklega visad til alits Reikningsskila- og upplysinganefndar (R og U) i
mali nr. 1/2020 og aréttar EFS ,,ad ef sama matsadferd er i reikningsskilum
mddureiningar samsteedunnar og Félagbustadir nota pa ma taka reikningsskil
Félagsbustada ébreytt inn i samstaedureikningsskilin.“ Ohad umfjéllun hér ad framan,
getur Reykjavikurborg upplyst EFS um ad reglubundid er farid yfir eignir Reykjavikurborgar
vid gerd reikningsskila og geett ad pvi ad ekki sé misraemi i medhondlun peirra. Pad er mat
fjarmala- og dheettustyringarsvids Reykjavikurborgar ad engin af steerri eignum A-hluta geti
fallid undir skilgreiningu fjarfestingareigna og einungis 6rfaar smeerri eignir gaetu flokkast
med peim hzetti. Ahrif pess ad taka upp gangvirdismat & pessum eignum hefdi veruleg ahrif
til haekkunar & eignum og a eigid fé i reikningsskilum A-hluta og i samanteknum
reikningsskilum A- og B-hluta.

V.

Ad lokum er i tolvuskeyti EFS 6skad eftir ad ,,[i] bvi sambandi er einnig rétt, stadfesti
borgaryfirvéld flokkunina sem fjarfestingarstarfsemi, ad dska eftir upplysingum um
pad pvi hvort stofnframlégum sé veitt til fjarfestingarstarfsemi og hvort pad
samraemist [6gum um almennar ibudir. “ Atridi petta var ekki reett sérstaklega a fundi
fulltria Reykjavikurborgar med EFS en rétt er ad taka fram ad uthlutun stofnframlaga til
kaupa eda byggingar 4 almennum ibudum er alfarid logbundin og fer fram a grundvelli laga
nr. 52/2016 um almennar ibudir. Um skilyrdi fyrir pvi ad unnt sé ad uthluta stofnframlagi
visast til umraeddra laga en stofnframlag kemur baedi fra rikinu og vidkomandi sveitarfélagi.
Pannig tekur Hisnaedis- og mannvirkjastofnun afstodu til veitingar pess hverju sinni, sbr. 1.
mgr. 10. gr. laganna, p.m.t. hvort lagaskilyrdi séu uppfyllt fyrir stofnframlagi. [ 6llum tilvikum
sem Reykjavikurborg hefur veitt stofnframlog a grundvelli laga um almennar ibudir hefur
rikid lagt fram sinn hluta @ maéti sveitarfélaginu.

VI.

Vardandi abendingu EFS um medhondlun lifeyrisskuldbindinga pa bendir Reykjavikurborg &
ad medhondlun hennar i rsreikningi hefur verid med sama méti i ratugi. Oskad er eftir
nanari skyringum og roksemdum af halfu EFS a grundvelli hvada heimilda eigi ad breyta
fyrrgreindri framkveemd Reykjavikurborgar.

Medfylgjandi:

Umsogn Reykjavikurborgar, dags. 7. april 2022, um beidni ESA um vidbotarupplysingar um
tulkun og hagnytingu IFRS stadla (e. Comments on a supplementary request for information
regarding the interpretation and application of International Accounting Standards from 3
February 2022).

Fyrir hond Reykjavikurborgar,

Hallddra Karadéttir,



svidsstjori fjarmala- og dheettustyringarsvids

Theodor Kjartansson,
l6gmadur hja embeaetti borgarlogmanns

Sent: fostudagur, 21. névember 2025 14:03

Efni: RE: Samantekt vegna fundar pann 13. ndv. sl.

Seell borir og takk fyrir pessa samantekt,
Vid munum fara yfir og svara eins fljétt og kostur er.

Mebd kv.,
Halldora Karadéttir
svidsstjori fjarmala- og ahaettustyringarsvids

Efni: Samantekt vegna fundar pann 13. ndv. sl.

Seel
Visa til fundar okkar pann 13. név. sl.

Med fundinum var 6skad eftir ad farid yrdi yfir nokkur atridi ur tolvupdstsamskiptum EFS og
Reykjavikurborgar ad undanférnu sem nefndin vildi fa fram skyrari sjénarmid
Reykjavikurborgar a.

Formadur EFS visadi til tolvupdstsamskipta til fulltria Reykjavikurborgar pann 2. januar
2025 par sem EFS leitadi sjénarmida sveitarfélagsins um nokkur atridi og reifadi helstu
atridi sem nefndin 6skadi ferkari upplysinga um sem i meginatridum voru:

® Bent var 4 vardandi lifeyrisskuldbindingu ad nefndin teldi margt benda til pess ad pad
sem flokkad er sem lifeyrisskuldbinding sé i raun dbyrgdarskuldbinding vegna
skuldbindinga lifeyrisj6ds vid lifeyrisrétthafa. Skyringar i arsreikningi eru ekki i



samraemi vid krofur um skyringar pegar um lifeyrisskuldbindingu er ad reeda.
Medhondlun ndvirtrar abyrgdarskuldbindingar a ad leida til pess ad breyting nuvirdis,
(p.e. navirdispatturinn en hinn hlutinn eru tryggingarfraedileg fravik) eetti ad
medhondlast sem fjarmagnskostnadur og hefur pannig ahrif 4 framlegd. i svari
borgarinnar kom fram ad "Reykjavikurborg békar tryggingafreedilegt endurmat
vegna Bruar lifeyrissj6ds i samreemi vid alit nefndarinnar."” (b.e. Reikningsskila
og upplysinganefndar). Breyting ifeyrisskuldbinding hja lifeyrissjédum skiptist upp i
mat a framtidargreidslum og nuvirding pess par sem nuvirdingin afvaxtar mat
framtidargreidslna til reikningsskiladags og aetti skv. settum reikningsskilareglurm
(IFRS) ad medhondla breytingu afvoxtunar milli reikningsskiladaga sem fjarmagnslid.

® Sama 4 vid um medhondlun nuvirdisutreiknings stofnframlaga en svar var komid fra
borginni um ad innbyrdisstodur eru nettadar ut i samstsedu.

® Flokkun byggdasamlaga sem rekin eru fyrir skattfé var raett og ad samraemingar veeri
porf a milli sveitarfélaga

® Farid var yfir fylgni vid arsreikningalog en i tolvupdsti var baedi visad i gr. 40 i log um
um arsreikninga og kaflann um samstaedureikning en bent var a afdrattarlaus akveedi
sveitarstjérnarlaga um ad sveitarfélogum beri ad fylgja arsreikningaléogum. Svar
borgarinnar matti skilja sem svo ad ekki vaeri talid ad nefnd akveedi settu vid um
Reykjavikurborg.

® Farid var yfir flokkun Félagsbustada i samstaedureikningsskilum borgarinnar en EFS
hafdi i sinum spurningum visad til pess ad allt benti til pess ad um veeri ad raeda eignir
sem notadar veeru til logbodinnar pjénustu sveitarfélagsins. Eignir til eigin nota er ekki
heimilt ad flokka sem fjarfestingareignir hja médureiningunni og pmt ekki i
samstaedureikningsskilum hennar.

Umraedur voru um ad flokkun eininga i samstaedu veeri i arsreikningaldgum og settum
reikningsskilareglum ut fra yfirradum, ad eining (eins og IFRS, sem settar
reikningsskilareglur, visa til) sem fer med meirihlutayfirrad yfir annarri einingu flokkast sem
madureining (sem i arsreikningarlogum er kallad modurfélag sem breytir efnisatridum ekki).
Su eining sem fer med meirihlutavald er sveitarfélagid Reykjavikurborg og er sedsta
sjornunarvald samstaedunnar hja borgarstjorn/borgarradi/borgarstjora beint eda med
framsali eftir atvikum. Stjérnunarvald samsteedunnar liggur pvi hja sveitarfélaginu og er pad
bvi skv. reikningsskilaregluverkinu (arsreikningalogum og settum reikningsskilareglum)
modureining samstaedunnar.

Vardandi umfjéllun um fjarfestingaeignir var visad til pess ad i gognum sem borgin sendi
EFS i svari sinu vid tolvupodsti 2/1 2025 kom fram ad Reikningsskilarad visar til skilgreiningar
i 15.tl. 2. gr. arsreikningalaga a fjarfestingaeign pannig (leturahersla EFS): ,,Fasteign, land,
bygging eda hluti byggingar, sem aetlud er til 6flunar tekna, svo sem til dtleigu eda i 60ru
agodaskyni en ekki til notkunar i rekstri félags vid framleidslu, vorslu vorubirgda,
bjonustu i rekstri félagsins,i stjornunarlegum tilgangi eda til s6lu i hefdbundnum
rekstrartilgangi.“ Pbarna er skyrt undanskildar eignir sem eetladar eru til notkunar i eigin



rekstri, p.e. ad veita pjonustu. Alitamalid vardandi petta snyst pvi um hvort eignir sem
haldnar eru til ad veita logbundna pjénustu geti flokkast sem fjarfestingareignir eda séu
eignir notadar i eigin rekstri. Baedi arsreikningalog og settar reikningsskilareglur eru nanast
samhljéma um flokkunina og ad sé eign notud i eigin rekstri pa er ekki heimild til ad flokka
hana sem fjarfestingar(fast)eign.

Einnig var visad til alits Reikningsskila- og upplysinganefndar (R og U) i mali nr. 1/2020 sem
fylgdi i svari borgarinnar vid tolvupdsti 2/1 2025 en par segir: "Ad mati nefndarinnar er
Reykjavikurborg heimilt ad taka reikningskil Félagsbustada hf. 6breytt upp i
samstaedureikning sinn, ef reikningsskil Félagsbustada gera rad fyrir sému
matsadferd og i samsteedureikningi borgarinnar. bad er ef Reykjavikurborg metur pad
svo ad starfsemi Félagsbustada sé a svidi fiarfestinga i fjarfestingarfasteignum og
nytir sér bar med akvaedi 39. gr. laga um arsreikninga um ad meta fasteignir félagsins
til gangvirdis,.. "en 39. gr. meelir fyrir um ad "Félog, sem eru med starfsemi a svidi
fiarfestinga i fjiarfestingarfasteignum, megi meta eignir og skuldbindingar, sem
tengjast innan pessarar starfsemi ,til gangvirdis." betta mat nefndarinnar visar beedi til
samstaedureikningsskila borgarinnar og ad ef sama matsadferd er i reikningsskilum
modureiningar samstaedunnar og Félagsbustadir nota pa ma taka reikningsskil
Félagsbustada dbreytt inn i samstaedureikningsskilin. Og ljost ma vera ad ef ekki pa ma
ekki taka pau 6breytt inn. R&U eru pvi ekki ad taka afstodu til pess hvort borgin geti eda geti
ekki flokkad félagslegt leiguhisnaedi sem fjarfestinga(fast)reignir

Ennfremur segir i fyrrgreindu aliti R og U (ahersla EFS) ; "Gera sveitarstjérnarlog pvi rad fyrir
ad samstaedureikningur sveitarfélaga, p.e. baedi A- og B-hluti sveitarfélaga, sé gerdur
samkvamt akvaedum laga um arsreikninga, nr. 3/2006.

Pa kom fram i umraedum pad alitamal sem vardadi flokkun hins félagslega urraedis sem
felst { ad tryggja leiguhtsnaedi fyrir iblia med lagar tekjur. | aliti R og U kom fram ad "ef"
Reykjavikurborg metur pad svo ad 6flun félagslegs urraedis sé fra sveitarfélaginu séd
fjarfestingarstarfsemi en ekki lidur i ad veita logbodna pjénustu pa parf EFS stadfestingu
bess fra borgaryfirvoldum, p.e. ad pessara eigna sé ekki aflad til ad uppfylla logbodnar
skyldur og par med til "eigin" nota samstaedunnar heldur sé um fjarfestingarstarfsemi ad
reeda. | pvi sambandi er einnig rétt, stadfesti borgaryfirvéld flokkunin sem
fjarfestingarstarfsemi, ad 6ska eftir upplysingum um pad pvi hvort stofnframlogum sé veitt
til fjarfestingarstarfsemi og hvort pad samraemist logum um almennar ibudir.

Pad sjonarmid kom fram fra nefndinni ad matshaekkanir fjarfestingaeigna samraemistilla
pbeim sjéonarmidum sem priggja ara rekstrarjofnudur sveitarstjérnarlaga byggist 4, p.e.
rekstrarlega getu sveitarfélags til ad bregdast vid afollum en veeri frekar til pess fallid ad
tryggja skuldbindingar med so6lu eigna komi til sliks.

Nidurstada fundarins var ad fullturar Reykjavikurborgar setla ad senda EFS pau atridi sem
visad var til a fundinum ad borgin byggir heimild sina a til ad vikja fra skyrum texta



sveitarstjérnarlaga um ad fylgja arsreikningalogum vid gerd reikningsskila sveitarfélagsins.
Visast par til baedi akveeda 40. greinar arsreikningslaganna um ad faera hlutdeild i félogum
sem sveitarfélagid hefur yfirrad yfir skv. hlutdeildaradferd og vikja fra akvaedum
arsreikningalaga um samstaedureikningsskil. Ad auki er 6skad sjonarmida vardandi
stofnframlég skv. ldgum um almennar ibudir (Log nr. 52/2016), hvort pad samraemist ad pau
séu veitt til fjarfestingastarfsemi.

Ath ad hér er ekki um ad reeda fundargerd en dregin fram helstu atridi sem nefndin var ad
leita sjdnarmida & og frekari skyringar pess. Veeri gott fa ef pid teljid asteedu til ad beeta inn
eda skyri frekar ykkar sjénarmid.

Var ekki med netfang hja 6llum sem meaettu til fundarins en baetid ur ad vild.
Kv.

bérir Olafsson,
Formadur eftirlitsnefndar med fjarmalum sveitarfélaga

Vindakér 5-7
Simi / Tel: (+354) 862 9414
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Ministry of Infrastructure
So6lvholsgotu 7
101 Reykjavik
Iceland
MSS22020288
7 April 2022

Case No: 87332

Subject: Comments on a supplementary request for information regarding the
interpretation and application of International Accounting Standards from 3 February
2022

Introduction

Reference is made to the letter of the EFTA Surveillance Authority (“the Authority”) from 3
February 2022, where the Authority requests further information from the Ministry of Transport
and Local Government, which now is the Ministry of Infrastructure (“the Government”), in
relation to a complaint concerning the alleged breach of its obligations under the EEA
Agreement due to interpretation and application of International Accounting Standards (“IAS”)
as set out by Regulation (EC) No. 1606/2002 on the application of international accounting
standards (“the Application Regulation”) and Regulation (EC) No. 1126/2008 on adoption of
international accounting standards into EU law (“the Adoption Regulation”).

The City of Reykjavik (“the City”) requested access to the Authority’s letter from 3 February
2022, on 24 February 2022 and was granted access to it on 28 February 2022 by the
Government. As the letter mainly concerns the City’s and Social Housing Inc.’s accounting,
which is wholly owned by the City, the City therefore finds it necessary to comment on and
respond to the questions set forth in the Authority’s letter from 3 February 2022. The City
kindly asks the Government to present this response to the Authority.

Following are the City’s comments and responses.

" No business secrets are contained in this letter or other enclosed documents.

The City’s and Social Housing Inc. legal status

The City finds it important to note that Social Housing Inc. (Icelandic: Félagsbustadir hf)) is a
public limited liability company and operates in accordance with Act No. 2/1995 on Public
Limited Liability Companies. According to Article 84(1) of said Act an annual financial
statement for such a company shall be submitted, with certain exemptions, at an Annual General
Meeting in accordance with the Annual Accounts Act No. 3/2006. As described in the
Government’s letter from 17 December 2021 Social Housing Inc. must apply IAS as a public
limited liability company when drawing up its annual financial statements, cf. Article 90(4) of
the Annual Accounts Act.

In this context, the City would like to point out that the City is a municipality, and it operates
in accordance with the Local Authorities Act No. 138/2011. According to Article 60 of the
Local Authorities Act municipalities’ operations shall in their annual financial statements be
divided into two sections: Section A and Section B. Section A covers the principal fund of the
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municipality, in addition to other funds and agencies whose activities are entirely or partially
financed by tax revenue. Section B covers municipal agencies, companies and other agencies
in which the municipality owns 50% or more and which are operated as autonomous financial
units. Thus, Social Housing Inc. is covered under Section B in the City’s annual financial
statements as it is an autonomous financial unit wholly owned by the City.

Furthermore, according to Article 61 of the Local Authorities Act municipalities’ annual
financial statements are to be prepared for the municipal treasury, for municipal agencies and
their companies. Annual Consolidated accounts shall also be prepared for the municipality, i.e.,
for the municipal treasury and municipal agencies and companies with separate accounting, cf.
Article 60 of the Act. The City’s annual financial statement contains an annual consolidated
account within the meaning of Article 61 of the Local Authorities Act. Moreover, according to
Article 61 of the Act, the annual financial statements shall be prepared in accordance with the
Annual Accounts Act, rules established according to said Act and the Local Authorities Act, as
well as generally accepted accounting principles. As explained in the Government’s letter from
17 December 2021 the City is not legally obliged to apply IAS when preparing its accounts as
it is not a company pursuant to Article 90 of the Annual Accounts Act. The Annual Accounts
Act is intended for limited liability companies, cf. Article 1 of the Annual Accounts Act.

Although Article 61 of the Local Authorities Act states that annual financial statements shall
be prepared in accordance with the Annual Accounts Act, the City does not prepare its annual
consolidated accounts fully according to the Annual Accounts Act as the Local Authorities Act
is considered to override the Annual Accounts Act in regard to preparation of accounts by
municipalities, as lex specialis because it pertains to a more specific subject matter, i.e.,
municipalities. This doctrine is further substantiated in Article 1(4) of the Annual Accounts Act
which states that the Act shall be subordinate to provisions on annual financial statements in
special acts of law, provided that such acts of law are grounded in the provisions of directives
of the European Parliament and the Council concerning the annual financial statements of
certain companies with limited liability. Accounting standards for municipalities within EEA
Member states have not been harmonized in EEA law and EEA law does not require
municipalities to prepare their accounts in accordance with the content of the Annual Accounts
Act.

The City and Social Housing Inc. therefore do not form a consolidation within the meaning of
the Annual Accounts Act as the City is a municipality and not a “parent company” to Social
Housing Inc. within the meaning of said Act because the City is not a company. The City’s
annual financial statement which contains an annual consolidated account is consequently not
a consolidated financial statement within the meaning of the Annual Accounts Act; only within
the meaning of Article 61 of the Local Authorities Act which holds different specifications
regarding the division and disclosure of operations in an annual consolidated account, as
described above.

The City’s comments regarding the Authority’s interpretation of IAS 40

In the Authority’s letter from 3 February 2022, the Authority inappropriately draws the
Government’s attention to the supposed interpretation by the International Accounting
Standards Board (IASB) of “investment property” under the International Public Sector
Accounting Standard (“IPSAS”), namely IPSAS 16 on investment property. In the letter it is
stated that IPSAS 16 is drawn primarily from the content of IAS 40. Moreover, the Authority
unjustifiably mentions that in the purported IASB’s interpretation of IPSAS 16 it is explicitly
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stated that property used for social housing, which also generates cash inflow despite the rent
being under market value, is considered an example of property falling outside the definition
of “investment property”.

The City would like to note that IPSAS 16 is interpreted by the International Public Sector
Accounting Standards Board (IPSASB) not IASB as wrongly stated in the Authority’s letter
from 3 February 2022.

The City finds the Authority’s view on the interpretation of IAS 40 to be misleading as IASB
has never considered, in its interpretation of IAS 40, property used for social housing as an
example of property falling outside the definition of “investment property”. However, this
example only concerns the interpretation of IPSAS 16 by IPSASB. The City emphasises that
IAS and IPSAS are different sets of accounting standards that are interpreted by two different
accounting standards boards and the interpretation and definition of “investment property”
varies between the two standards. The meaning of “investment property” according to IPSAS
16 thus cannot be applied to a corresponding term in IAS 40.

The aforementioned statement in the letter by the Authority is also misleading, because
conversely IPSAS 16 was drawn from IAS 40 and is not interpreted by IASB. Interpretations
by IPSASB are not mentioned in Article 2 of the Application Regulation as “related
interpretations” to IAS. Therefore, IPSASB’s interpretation of IPSAS 16 is not considered a
“related interpretation” to IAS 40 according to Article 2 of the Application Regulation. An
interpretation on “investment property” according to IAS 40 should accordingly not be drawn
from IPSAS 16 as there is no legal basis for such a conclusion in EEA law.

Social Housing Inc. prepares its accounts in accordance with International Financial Reporting
Standards (IFRS), which include IAS; not IPSAS. According to IAS 40 “investment property”
is defined as “property (land or a building or part of a building or both) held (by the owner or
by the lessee under a finance lease) to earn rentals or for capital appreciation or both”. JASB
interprets “investment property” in IAS 40, among other things, as a “building leased out under
an operating lease”. Hence, leased out real estate belonging to Social Housing Inc. is classified
under IAS 40 definition of “investment property”. The City maintains that Social Housing Inc.
is legally obligated to compose its annual financial statement in a manner conﬁrmmg to IAS,
cf. Article 90(4) of the Annual Accounts Act.

Subsequently, leased out real estate is valued at fair value according to IAS 40. Similarly, the
City values leased out real estate owned by Social Housing Inc. in its accounts at fair value, cf.
Article 39 of the Annual Accounts Act. In the opinion of the Icelandic Municipalities
Accounting and Information Committee (Icelandic: reikningsskila- og upplysinganefnd
sveitarfélaga) from October 2020 in case No. 1/2020 the City is authorized to accept the
accounts of Social Housing Inc. unmodified as a part of the City’s annual consolidated accounts,
as Social Housing Inc.’s annual financial statements assume the same valuation method as in
the annual consolidated accounts of the City. Both the City’s and Social Housing Inc.’s accounts
are then audited by independent auditors and their annual financial statements contain reports
by independent auditors without any reservations from the auditors regarding the accounts
definition of “investment property”.

The City would like to point out that municipalities and companies are not required by Icelandic
law to prepare their accounts in accordance with IPSAS. IPSAS is not a part of EEA law nor
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the EEA Agreement. EEA Member states compliance with IPSAS 16 thus falls outside the
scope of the Authority’s competences, cf. Article 109(1) of the EEA Agreement. As the City’s
registration of real estate owned and leased out by Social Housing Inc. as “investment property”
in the City’s and Social Housing Inc.’s annual financial statements is in line with IAS 40 and
IASB’s interpretation of it as set out by Application Regulation and the Adoption Regulation it
subsequently the City, Social Housing Inc. and the Government do not breach EEA
Agreement’s obligations.

The City’s observations regarding the complainant’s additional comments

The City considers it appropriate to make observations on what is stated in the complainant’s
additional comments. Specifically, the City rejects the statement that the operation of Social
Housing Inc. is subsidized by the Icelandic state and the claim made by the complainant that
by registering real estate owned and leased out by Social Housing Inc. as “investment property”
in the City’s financial statements somehow generates and reflects incorrect profits.

Firstly, it is not clear or substantiated by the complainant what subsidy Social Housing Inc.
receives from the City and the Icelandic state and how registration of leased out real estate
owned by Social Housing Inc. as “investment property” generates and reflects incorrect profits
or how it contradicts Member states EEA Agreement obligations.

Secondly, by classifying real estate owned and leased out by Social Housing Inc. as “investment
property” it generates and reflects correct profits in the City’s annual financial statements as
the properties produce income from unrelated third parties. As explained above under “The
City’s and Social Housing Inc. legal status” the City and Social Housing Inc. are separate legal
entities, have separate accounts and different laws apply to each party. The City emphasizes
that all lease agreements for real estate owned by Social Housing Inc. are made between a
lessee, that fulfils certain requirements, cf. Article 4 of the City’s rules on social housing, and
Social Housing Inc.! Therefore, this type of real estate can rightfully be considered as “buildings
leased out under an operating lease” by IASB’s interpretation of IAS 40.

The City’s comments regarding disclosure of relation between the City and Social
Housing Inc. in financial statements

Likewise, in its letter from 3 February 2022 the Authority considers it relevant that under IAS
24 there is a requirement to' disclose whether entities preparing separate or consolidated
financial statements shall be considered “related parties”. According to IAS 24 the definition
applies when an entity that prepares its financial statements has control or joint control of the
other entity, it is its parent or subsidiary, or where they are otherwise significantly influenced
by the other party.

The objective of IAS 24 is to ensure that an entity's financial statements contain the disclosures
necessary to draw attention to the possibility that its financial position and profit or loss may
have been affected by the existence of related parties and by transactions and outstanding
balances with such parties.

On page 12 of the City’s 2020 financial statement, it is specified that Social Housing Inc. is
classified under Section B in the City’s annual financial statements and that Social Housing Inc.
annual financial statement forms a part of the City’s consolidated account in the 2020 financial

1 See Annex 1.
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statement.? On page 22 of the City’s 2020 financial statement it is stated that the City owns all

of Social Housing Inc. shares. As described on pages 2-3 in the City’s 2020 financial statement

it is signed and endorsed by the mayor, executive committee and the majority of the City

council. Pages 4-7 contain the City’s independent auditors report, which is endorsed by the
. auditors without any reservations.

On page 3 of Social Housing Inc. 2020 financial statement the relationship between the City
and Social Housing Inc. is explained.> On page 4 bond issues made by Social Housing Inc. are
described and it’s specifically mentioned that they were issued with a limited guarantee from
the City. On page 16 capital contributions (Icelandic: stofnframlég) by the City are mentioned
and explained how they are registered in the statement. On page 17 long term loans with a
limited guarantee by the City are itemised. Furthermore, on page 10 of the 2020 financial
statement outstanding debts and credits between the City and Social Housing Inc. are disclosed.
On page 27 it is stated that the company’s sole owner is the City and that the City appoints its
Board of Directors.

Specifically, on page 22 under chapter 17 titled “related parties” all related parties are disclosed
and transactions between them, including the City as a related party to Social Housing Inc.

As described on pages 3-5 in the Social Housing Inc. 2020 financial statement it is endorsed
and signed by its Board of Directors and manager. On page 5 the Social Housing Inc. Board of
Directors confirm that the 2020 financial statement is in conformity with IAS, as prescribed by
the European Union. Pages 6-8 contain the Social Housing Inc. independent auditor’s report,
which is endorsed by the auditor without any reservations.

With regards to the above it is the opinion of the City that Social Housing Inc. fully complies
with IAS 24 regarding the disclosure of relations between the City and Social Housing Inc.

The City’s response to the Authority’s request for further information

The Authority’s request further information from the Government in its letter from 3 February
2022. Following are those questions set forth by the Authority in the letter and the City’s
response to them:

1. Does the Government consider Reykjavik City and Social Housing Inc. to be related parties
under IAS 24?

a. If the answer is in the affirmative, and having in mind Social Housing Inc. s obligation
to apply the IAS, does that position have any effect on the applicability or non-
applicability of the obligation set out in Article 4 of the Application Regulation, when
the consolidated accounts of the parties are prepared?

The city’s response to 1l.a.

As explained in the Government’s letter from December 17, 2021, the City is not obliged by
Icelandic law nor EEA law to apply IAS, regardless of the fact that Social Housing Inc. is.
Moreover, as explained further below in the City’s response to question 2.a. Social Housing
Inc. does not prepare consolidated accounts. However, Social Housing Inc.’s annual financial
statement covers its relationship with the City in accordance with IAS 24 and is a part of the

2 See Annex 2.
3 See Annex 3.
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City’s annual consolidated account as clarified above under “The City’s comments regarding
disclosure of relation between the City and Social Housing Inc. in financial statements”.

2. Please elaborate in more detail on the answer to question 5 in the Reply, namely the
reservation that Social Housing Inc., as an issuer of securities on the regulated market, does
not fall under the scope or obligation of Article 4 of the Application Regulation due to the fact
that it “does not prepare consolidated accounts”.

a. In practice, has Social Housing Inc. previously prepared consolidated accounts
according to Article 4 of the Application Regulation on its own behalf and that of
Reykjavik City or another entity? If not, could that situation arise in the future?

The City’s response to 2.a.
According to the Annual Accounts Act, cf. chapter VIL. and IAS 27, a parent is required, with

certain exemptions, to present consolidated financial statements which include its subsidiary.
Social Housing Inc. has no subsidiaries and therefore does not prepare an annual consolidated
financial statement and is not required to do so by Icelandic or EEA law.

As explained above under “The City’s and Social Housing Inc. legal status” the City prepares
an annual financial statement that includes an annual consolidated account for the municipal
treasury and municipal agencies and companies with separate accounting within the meaning
of Article 61 the Local Authorities Act. Moreover, it is explained under “The City’s comments
regarding disclosure of relation between the City and Social Housing Inc. in financial
statements” that Social Housing Inc.’s annual financial statement forms a part of the City’s
annual consolidated account. As previously explained the City and Social Housing Inc. do not
form a consolidation within the meaning of the Annual Accounts Act as the City is a
municipality and not a “parent company” to Social Housing Inc. within the meaning of the
Annual Accounts Act. Thus, the City and Social Housing Inc. do not fall under the scope or
obligation of Article 4 of the Application Regulation as it is designated for “companies
governed by the law of a Member State” who prepare consolidated accounts as stated in the
Article. As mentioned above under ,,The City’s and Social Housing Inc. legal status” the City
is not legally obligated to prepare its accounts in accordance with IAS.

It is unclear to the City what the Authority means by its question “If not, could that situation
arise in the future?”

b. Please explain how the Government considers Social Housing Inc. to fulfil its
obligation under EEA law when a consolidated account is submitted on its behalf
by Reykjavik City. Please clarify the Government s Reply that Social Housing Inc.s
initial obligation to apply the Regulations is non-applicable or irrelevant, when
Reykjavik City prepares consolidated accounts for the parties, which takes into
account the financial statements and real estate property of the former? More
generally, please specify whether Article 4 of the Application Regulation and IAS 40
as per the Adoption Regulation applies in such circumstances?

The City’s response to 2.b.

The City considers Social Housing Inc.’s accounts to be prepared in accordance with EEA law
as explained above under “The City’s comments regarding the Authority’s interpretation of IAS
40” and “The City’s comments regarding disclosure of relation between the City and Social
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Housing Inc.”. As stated under “The City’s and Social Housing Inc. legal status” the City’s
annual financial statement includes an annual consolidated account of both Section A and B of
the City’s operations within the meaning of Article 61 of the Local Authorities Act. The City
is not obliged to prepare its accounts, including annual consolidated accounts, in accordance
with Article 4 of the Application Regulation nor IAS 40. Consequently, neither Article 4 nor
IAS 40 applies in such circumstances to the City.

c. How does the Government interpret Article 93(1) of the Act on Annual Accounts and
the wording that companies subject to IAS obligations shall comply with IAS in “all
respect”? Does that obligation extend to when Reykjavik City submits consolidated
accounts on behalf of Social Housing Inc. or does the Ministry find that an obligation
in “all respects” is not present in such circumstances?

The City’s response to 2.c.

Article 93(1) of the Annual Accounts Act only applies to companies that are required to apply
IAS or exercise their permission to do so pursuant to Article 92 of the Act. The City is not a
company within the meaning of Article 93(1). No legal obligation is presented in the Annual
Accounts Act, other Icelandic law or EEA law on the City as a municipality to apply IAS when
submitting annual consolidated accounts according to Article 61 of the Local Authorities Act.

3. Please provide an affirmative answer whether real estate property owned by Social Housing
Inc. is registered as “‘investment property” in its individual financial statements or annual
accounts, cf. the obligation of Article 5(a) of the Application Regulation.

The City’s response to 3.
Leased out property owned by Social Housing Inc. is registered as “investment property” in the
company’s annual financial statements.

a. If yes, how did the Government reach this conclusion based on its general accounting
principles and definitions?

The City’s response to 3.a.
See deliberation above under “The City’s comments regarding the Authority’s interpretation of
IAS 40” and “The City’s observations regarding the complainant’s additional comments”.

b. Does the Government find the definition as in IAS 40, cf. also the interpretation by
the IASB [sic] under IPSAS 16 relevant?

The City’s response to 3.b.

As stated above under “The City’s comments regarding the Authority’s interpretation of IAS
40 the City finds IAS 40 and IASB’s interpretation of IAS 40 to be relevant and IPSAS 16 and
IPSASB’s interpretation of IPSAS 16 irrelevant.

4. The Government is invited to submit its view on the complainant s additional comments.

The City’s response to 4.
See deliberation above under “The City’s observations regarding the complainant’s additional
comments”.
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Conclusion

As stated above it is the opinion of the City that its and Social Housing Inc.’s accounting fully
complies with both Icelandic and EEA law. Equally in registration of “investment property”
and disclosure of the relationship between Social Housing Inc. and the City.

If the Authority does not agree with the City’s opinion stated in this letter, the City reserves the
right to provide further clarifications.

On behalf of the City of Reykjavik,

Annexes:

1. The City of Reykjavik rules on social housing, enforced from 1 June 2019.
2. The City if Reykjavik 2020 financial statement.

3. Social Housing Inc. 2020 financial statement.
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