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Skyrsla og yfirlysing stjornar og forstjora

Arsreikningur HS Orku hf. (félagid eda HS Orka) fyrir arid 2019 er gerdur i samremi vid alpjédlega
reikningsskilastadla (IFRS) eins og peir hafa verid stadfestir af Evrépusambandinu og islenskar vidbotarkréfur um

upplysingagjof.

Samkvamt yfitliti um heildarafkomu namu rekstrartekjur félagsins 8.854 millj. kr. 4rid 2019 (2018: 8.896 millj. kr.)
og hagnadur arsins nam 9.817 millj. kr. (2018: tap 72 millj. kr.). Heildarhagnadur arsins nam 9.646 millj. kr. (2018:
5.679 millj. kr.).

Samkvamt efnahagsreikningl nimu eignir félagsins 57.180 millj. kr. { arslok 2019 (2018: 57.738 millj. kr.). Eigio fé
nam 36.496 millj. kr. i arslok 2019 (2018: 40.627 millj. kr.) eda 63,8% af heildareignum (2018: 70,4%).

A hluthafafundi pann 24. maf 2019 var sampykkt tillaga fra stjorn félagsins, byggd 4 149. gr. laga um hlutafélog nr.
2/1995, um lekkun hlutafjar. Hlutafé félagsins var lekkad ad nafnvirdi um 7.837.124.941 kr. med greidslu til
hluthafa skv. 2. tolulid 2. mgr. 51. gt. laga um hlutafélog nr. 2/1995. i kjolfar lekkunarinnar nam hlutafé félagsins
4.000.000 kr. ad nafnvirdi. Sidan var tillaga stjérnar um greidslu til hluthafa ad upphad USD 122.379.050 sampykt,
sem samsvarar 15.018 m.kr., med afthendingu hlutbréfa i Blaa Léninu hf. ad nafnvirdi 264.386.580 kr.

R0 vidskipta med hlutabréf { HS Orku lauk { maf. Jardvarmi slhf., félag i eigu 14 islenskra lifeyrissj6da, sem um
langan tima hefur att 33,4% hlut { HS Orku, jok hlut sinn { 50,0%. Sem hluta af vidskiptunum eignadist Jardvarmi
slhf. og doétturfélag { eigu pess timabundid 6l hlutabréf 1 HS Orku, par 4 medal 54,3% hlut Innergex Renwable
Energy og 12,3% hlut FORK investment fund. Jardvarmi seldi sidan 50,0% hlut til sj6da { eigu Ancala Partners
(Ancala). Ancala er, eftir pessi vidskipti, endanlegur eigandi 50,0% hlutafjar { HS Orku { gegnum 100% eignarhald
sitt 4 Magma Energy Sweden AB. I lok ars 2019 var allt hlutafé HS Orku i eigu tveggja hlutahafa samanborid vid
priggja { upphafi ars.

Félagid vard fyrir télvudrds sem nadi { gegnum netoryggiskerfi félagsins. Kostnadur sem hlaust af pessum
netsvikum er fardur til bokar medal stjérnunarkostnadar og er ekki talinn verulegur, hvorki med tilliti til félagsins
né reksturs pess.

A hluthafafundi sem haldinn var 31. oktober 2019 var akvedid ad auka hlutafé félagsins um 91.960 kr., ur
4.000.000 kr. { 4.091.960 kr. ad nafnvirdi, med utgafu nyrra hlutabréfa. Hluthafar félagsins sampykktu ad kaupa
nyju hlutabréfin, { hlutfalli vid hlutafjareign sina, gegn greidslu ad fjarhad 1.241.460.000 krénur.

bann 26. febrdar 2020 trygedi HS Orka sér aukid linsfjarmagn, USD 210 mill. (EUR 193 millj.), fra hépi
evropskra lanveitenda sem ad var ad hluta til notad til ad endurfjarmagna skuldir og verdur ad hluta til notad til
vaxtar.

Stjérn félagsins leggur til ad ekki verdi greiddur ardur til hluthafa 4 arinu 2020 og visar ad 60ru leyti til
arsreikningsins um radstéfun hagnadar og adrar breytingar 4 eigin fé 4 arinu.

Stjorn félagsins helt 28 stjornarfundi og endurskodunarnefnd hélt 7 fundi 4 arinu 2019. Fjérir fulltriar eru { stjorn
félagsins, tveir katlar og tvaer konur. I framkvamdastjérn félagsins eru 11, par af 7 karlar og 4 konur, kynjahlutfall
allra starfsmanna er 86% karlar og 14% konur 4 arinu 2019.

Ofjarhagslegar upplysingar:
Nanari upplysingar er ad finna { kaflanum o6fjarhagslegar upplysingar aftast { arsreikningnum, { samraemi vid krofur
laga um arsreikninga.

Ny framkvamdastjérn kom til starfa hja HS Orku i byrjun ars 2020. Témas Mar Sigurdsson tok vid sem forstjori,

Bjork Porarinsdottir tok vid sem fjarmadlastjori og Sunna Bjorg Helgadoéttir tok vid sem framkvemdastjori
tacknissvios.
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Yfirlysing stjérnar og forstjora

Samkvemt bestu vitneskju stjérnar og forstjora er arsreikningur félagsins { samremi vid alpjédlega
reikningsskilastadla eins og peir hafa verid stadfestir af Evrépusambandinu og islenskar vidbotarkréfur um
upplysingagj6f og er pad alit stjérnar og forstjora ad arsreikningurinn gefi glégga mynd af eignum, skuldum og
fjarhagsst6du 31. desember 2019 og rekstrarafkomu félagsins og breytingu 4 handbaru fé 4 arinu 2019.

Jafnframt er pad alit stjornar og forstjora ad arsreikningurinn og skyrsla stjérnar geymi gloggt yfirlit um préun og
arangur i rekstri félagsins, st6du pess og Iysi helstu dhzttupattum og dvissu sem félagid byr vid.

Stjérn og forstjori HS Orku hf. hafa i dag raett arsreikning félagsins fyrir arid 2019 og stadfest hann med undirritun

sinni. Stjérn og framkvaemdastjérn munu leggja arsreikninginn fram til sampykktar 4 adalfundi félagsins pann 16.
mars 2020.

Svartsengi, 16. Mars 2020
Stjorn
Bjarni Pordur Bjarnason Kurt Hikansson

Stjérnarformadur

Ingunn Agnes Kro Heike Bergmann

Forstjori

Toémas Mar Sigurdsson
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Aritun 6hads endurskodanda

Til stjornar og hluthafa HS Orku hf.

Aritun um endurskodun arsreikningsins

Alit

Vid héfum endurskodad arsreikning HS Orku hf. fyrir 4rid 2019 sem hefur ad geyma yfirlit um heildarafkomu,
efnahagsreikning, eiginfjaryfirlit, sj60streymisyfirlit, upplysingar um mikilvaegar reikningsskilaadferdir og adrar
skyringar.

Pad er dlit okkar ad arsreikningurinn gefi glégga mynd af fjarhagsstédu HS Orku 31. desember 2019 og afkomu
félagsins og breytingu 4 handbaeru £é 4 arinu 2019, { samremi vid alpjodlega reikningsskilastadla eins og peir hafa
verid stadfestit af Evrépusambandinu og vidbétarkrofur sem fram koma { 1ogum nr. 3/2006 um 4rsreikninga.

Grundvollur alits

Vid endurskodudum i samraemi vid alpjodlega endurskodunarstadla. Abyrgd okkar samkvaemt stédlunum er Iyst
frekar { kaflanum Abyrgd endurskodanda 4 endurskodun érsreiknings i arituninni. Vid erum 6had samstedunni {
samremi vi® alpjoédlegar sidareglur fyrir endurskodendur (IESBA Code) og sidareglur fyrir endurskodendur 4
Islandi og héfum uppfyllt adrar sidferdisskyldur okkar i samremi vid par reglur og IESBA Code. Vid teljum ad
vid héfum aflad nagilegra og videigandi endurskodunargagna til ad byggja alit okkar 4.

Abyrgd stjérnar og forstjora 4 arsreikningnum

Stjérn og forstjori eru abyrg fyrir gerd og glégeri framsetningu arsreikningsins i samremi vid alpjédlega
reikningsskilastadla eins og peir hafa verid stadfestir af Evrépusambandinu og vidbotarkréfur um upplysingagiof
samkvaemt l6gum nr. 3/2006 um éarsreikninga og fytir pvi innra eftitliti sem pau telja naudsynlegt til ad gera peim
kleift a0 setja fram drsreikning sem er an verulegra annmarka, hvort sem er vegna sviksemi eda mistaka.

Vid gerd arsreikningsins ber stjorn og forstjora ad leggja mat 4 rekstarhefi félagsins og upplysa, eftir pvi sem vi0 a,
um petti er varda rekstrarhzefi og mida grundvoll reikningsskilanna vid aframhaldandi rekstrarhaefi, nema pau atli
annad hvort ad leysa félagid upp eda hetta starfsemi pess, eda hafa engan annan raunhafan kost en ad gera pad.

Stj6rn og forstjori hafa eftirlit med gerd og framsetningu reikningsskila félagsins.

Abyrgd endurskodanda 4 endurskodun arsreikningsins

Markmid okkar eru ad 60last hzefilega vissu um hvort arsreikningurinn { heild sé an verulegra annmarka, hvort sem
er vegna sviksemi eda mistaka, og ad gefa ut dritun endurskodanda sem inniheldur 4lit okkar. i hefilegri vissu felst
areidanleiki en ekki trygging fyrir pvi ad endurskodun i samrami vid alpjodlega endurskodunarstadla muni alltaf
leida i 1j6s verulega annmarka ef peir eru fyrir hendi. Annmarkar geta komid fram vegna sviksemi eda mistaka og
eru taldir verulegir ef peir einir og sér eda samanlagt gatu haft ahrif 4 efnahagslegar dkvardanir sem notendur
arsreikningsins taka 4 grundvelli hans.

Vid endurskodun i samremi vid alpjoédlega endurskodunarstadla beitum vid avallt faglegri démgreind og
viohofum faglega gagnryni. Ad auki:

* Greinum vid og metum hettu 4 verulegri skekkju 1 arsreikningnum, hvort sem er vegna sviksemi eda mistaka,
skipuleggjum og framkvemum endurskodunaradgerdir til ad bregdast vid peirri hattu og 6flum
endurskodunargagna sem eru negjanleg og videigandi til ad byggja alit okkar 4. Heettan 4 a0 uppgotva ekki
verulega skekkju vegna sviksemi er meiri en ad uppgotva ekki skekkju vegna mistaka, par sem sviksemi getur
falid { sér samseari, folsun, ad einhverju sé viljandi sleppt, villandi framsetningu eda ad farid sé framhja innra
eftitliti.
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Aritun 6hads endurskodanda

* Oflum vid skilnings 4 innra eftirliti, sem vardar endurskodunina, til ad skipuleggja  videigandi
endurskodunaradgerdir, en ekki til ad veita 4lit 4 virkni innra eftirlits félagsins.

* Metum vid hvort reikningsskilaadferdir og reikningshaldslegt mat stjornenda og tengdar skyringar séu
videigandi.

*  Alyktum vid um hvort notkun stjérnar og framkvamdastjéra 4 forsendu reikningsskilanna um rekstrarhafi sé
videigandi og metum, 4 grundvelli endurskodunarinnar, hvort adstzdur séu til stadar sem valdid getu
verulegum vafa um rekstrarhaefi félagsins. Ef vi0 teljum ad verulegur vafi leiki 4 rekstrarheefi ber okkur, {
aritun okkar, a0 vekja sérstaka athygli 4 videigandi skyringum arsreikningsins eda, ef slikar skyringar eru
ofullnegjandi, ad vikja fra fyrirvaralausri aritun. Nidurstada okkar byggir 4 endurskodunargbgnum sem aflad
er fram a0 dagsetningu dritunar okkar. Samt sem a0ur geta atburdir eda adstzedur { framtidinni gert félagid
orekstrarhaft.

*  Metum vid framsetningu, uppbyggingu og innihald drsreikningsins { heild, ad medtéldum skyringum, og hvort
arsreikningurinn gefi glégga mynd af undirliggjandi vidskiptum og atburdum.

*  Oflum nzgilegra og videigandi endurskodunargagna vardandi fjarhagslegar upplysingar eininga innan félagins
til a0 geta gefid alit 4 arsreikningnum. Vid erum dbyrg fyrir skipulagi, eftirliti og framkvamd endurskodunar
télagsins og berum 6skipta dbyrgd 4 aritun okkar.

Vid upplysum stjorn og endurskodunarnefnd medal annars um axtlad umfang og timasetningar

endurskodunarinnar og veruleg atridi sem upp kunna ad koma { endurskodun okkar, par 4 medal verulega
annmarka 4 innra eftirliti.

Stadfesting vegna annarra akveda laga

[ samraemi vid dkvaedi 2. mgr. 104 gr. laga nr. 3/2006 um érsreikninga stadfestum vid samkvemt okkar bestu
vitund a0 { skyrslu stjérnar sem fylgir pessum arsreikningi eru veittar par upplysingar sem par ber ad veita {
samrami vid 16g um arsreikninga og koma ekki fram i skyringum.

Reykjavik, 16. mars 2020.

KPMG elyf-

Arsreikningur HS Orku hf. 2019



Yfirlit um heildarafkomu arid 2019

REKSIATTEKJUL couvviieiiiiicicicci s

Framleidslukostnadur og kostnadarverd solu ........cocviviiivieviiiciennes
Vergur hagnadur

Annar rekStrarkOSTNAOUL ..ouevvveveeereveeieeeteeceeeree ettt ereasenes

Rannséknar- og prounarkostnadur ...

Rekstrarhagnadur

FJarmunateRjur ...
Fjarmagnsgiold ... s
GENGISIMIUNUL .t ss s sees

Gangvirdisbreytingar innbyggdra afleida ........ccccvcviviniviniciciccincnn,

Hreinar flarmunatekjur ...

Hlutdeild { hagnaoi hlutdeildarfélaga ...........ccooeiocncnininininicincincnnes

(Tap) hagnadur fyrir tekjuskatt
TEKJUSKATIUL .ot

Hagnadur (tap) arsins
Onnur heildarafkoma

Lidir sem ekki verda endurflokkadir i rekstrarreikning

Endurmat varanlegra rekstratfjarmuna ......ccccvcvcnecncnccnninciccninnennn.
Matsbreyting lifeyrisskuldbindingar .......cccvcueirivvceniiniinieneiciniineieienes
Tekjuskattur af idum sem ekki verda endurflokkadir

Lidir sem kunna ad vera endurflokkadir i rekstrarreikning

byodingarmunur hlutdeildarfélaga ...

byodingarmunur endurflokkadur { rekstrarreikning ........cocececeeecicnnnn.

Onnur heildarafkoma arsins

Heildarhagnadur arsins

(Tap) hagnadur skiptist pannig:

Eigendur mOAUILLEIAS .....c.vuiriiiiieiiciie e

Heildarafkoma skiptist pannig:

Eigendur mOAUILLEIAZS .....c.vuvuriciiiiciicciic e

Skyringar 4 bls. 11-43 eru 6adskiljanlegur hluti af arsreikningnum.
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Notes

5,6
7

9,36

20
13

18

14

15
28
14

18
18

2019 2018
8.854.350 8.896.475
(7.927.960) (6.705.190)
926.390 2.191.285
(1.967.110) (621.198)
(277.094) (152.570)
(1.317.814) 1.417.516
19.302 88.713
(664.133) (245.583)
(83.202) (399.949)
(247.010) (2.184.824)
(975.043) (2.741.644)
11.651.726 986.989
9.358.868 (337.139)
458.571 264.826
9.817.440 (72.313)
0 7.000.000

(33.496) (43.293)
6.699 (1.391.341)
(26.797) 5.565.366
129.547 186.005
(274.000) 0
(171.250) 5.751.371
9.646.190 5.679.058
9.817.440 (72.313)
9.646.190 5.679.058

Fjarhadir eru { pusundum kréna



Efnahagsreikningur 31. desember 2019

Eignir

Fastafjarmunir

ReKSrArfJATMUNIE ..o
Rekstrarfjarmunir { byggingu .......ocvcucuecuecncninininisicesiceens
OEfNISIEZAL CIZNIL rvvvvrrereevsssereesseeseessseeseess s sessssesesssssessssssssnsessesens
Eignarhlutir { hlutdeildarféldgum ...,
Eignarhlutir { 60rum félOgum ........ccccueiuneuniiniinienirieicciscsercinean
Fyrirframgreidd leiga og nytingarréttur .......ccocveuveecerieeiriececcucanes
Langtimakrofur ...
Veltufjarmunir

RekstrarvOrubir@OIr ......cuciiciiiiirieeisieeee e

Vioskiptakréfur og adrar skammtimakrofur ...
Bundnar bankainnstedur vegna ESB styrks ....
Handbzert £E ...

Eignir samtals
Eigid fé og skuldir

Eigid fé

Yfirverdsreikningur hlutafjar .......ooececivcecnnininnsciccens
PyOINgarmMunur ..o
EndurmatsreikNingur ..o
Bundinn hlutdeildarreikningur .
Oradstafad eigid fé .ooovvvrrrerrevennnne.
Eigio fé

Langtimaskuldir

Vaxtaberandi sKUldir ...,
Lifeyrisskuldbinding ...........
Tekjuskattsskuldbinding
Innbyggdar afleidur { raforkusélusamningum ..........cccoecveuceeaeee
Rekstratleiguskuldbindingar ...

Skammtimaskuldir

Vaxtaberandi SKUldir ...,
Skammtimalan frd JAnastofnunum ...,
Nesta ars afborgun rekstrarleiguskuldbindingar ..........cccceecuene.
Innheimtur styrkur fra ESB fyrir hond samstarfsadila
Skattur til greidsIu .....cccvcucinciriiiiecccce e
Viodskiptaskuldir og adrar skammtimaskuldit .......ccccccocvcvinieaeee
Innbyggdar afleidur { raforkusélusamningum ..........ccccoecvcuveeeeee

Skuldir samtals
Eigid fé og skuldir samtals

* Buist er vid pvi { arslok ad langtimalan verdi greidd upp 4 nestu 12 manudum.

Skyringar 4 bls. 11-43 eru 6adskiljanlegur hluti af arsreikningnum.
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Notes

16
23
35
24

25

31.12.2019 31.12.2018
42.627.538 42.306.092
8.109.102 5.346.323
1.419.355 1.404.288
613.044 3.951.555
27.075 27.075

0 543513

0 833.284
52.796.115 54.412.130
1.592.608 483.422
1.442.375 1.409.666
374.605 347.499
974.573 1.085.286
4.384.161 3.325.874
57.180.276 57.738.003
4.092 7.841.124
1.242.368 7.038.855
0 144.453
12.024.652 12.834.337
0 2.105.909
23.224.999 10.662.138
36.496.111 40.626.815
169.130 7.729.154
2.354.700 2.301.331
2.730.930 3.196.201
1.395.520 1.213.168
91.504 0
6.741.784 14.439.854
8.108.713 289.638
3.189.146 0
10.485 0
374.605 347.499

0 241.855
1.865.920 1.463.489
393511 328.853
13.942.380 2.671.335
20.684.164 17.111.189
57.180.276 57.738.003

Fjarhadir eru { pusundum kréna
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Eiginfjaryfirlit fyrir arid 2019

Yfirverds- Bundinn
reikningur  bydingar- Endurmats- hlutdeildar-  Oradstafad
Hlutafé hlutafjar munur  reikningur  reikningur eigid fé Samtals
Eigid £é 1. jantar 2018 ..o 7.841.124  7.038.855 (41.552)  7.677.549  1.726.695 11.145.086 35.387.756
TAP ALSILS wovvvrerirceircicis s es 986.989  (1.059.302) (72.313)
Onnur heildarafkoma w.......eceeeeereoneeeeseneeeeeeseseoeeseseseeeess 186.005 5.600.000 (34.634) 5.751.371
Heildarhagnadut (-tap) Arsins ... 186.005 5.600.000 986.989  (1.093.930) 5.679.059
Endurmatsreikningur feerdur 4 6radstafad eigid fé ............. (443.212) 443.212 0
Mbottekinn ardur fra hlutdeildarfélagi ........ccooovvvevccncncanee. (607.775) 607.775 0
Greiddur ardur, 0,06 kt. 4 hlut ..o, (440.000) (440.000)
Eigid fé 31. desember 2018 ..o, 7.841.124  7.038.855  144.453  12.834.337  2.105.909  10.662.138 40.626.816
0
Eigid fé 1. jantar 2019 ... 7.841.124  7.038.855  144.453  12.834.337  2.105.909  10.662.138 40.626.816
Hagnadur 18IS ......ccevrviiiniiniiccee s 339.267 9.478.173 9.817.440
Onnur heildarafkoma ........eeeeeeeererneeeseneeeeeesesesessesesseeeess (144.453) (26.797) (171.249)
Heildarhagnadur arsins .. (144.453) 0 339.267 9.451.376 9.646.191
HlutafjarlaekKun ... s (7.837.124)  (7.037.855) (143.377)  (15.018.357)
Hlutafjarh@kKun ... 92 1.241.368 1.241.460
Utgreidsla hlutabréfa i Blaa LOMNU ..vvvvvvvveeeeeeeevvveveeseesses (2.442.749)  2.442.749 0
Endurmatsreikningur feerdur 4 6radstafad eigid fé ............. (809.685) 809.685 0
Mbottekin ardur fra hlutdeildarfélagi ..........cccocuvivicniiceccncnns (2.428) 2.428 0
Eigid fé 31. desember 2019 ..o, 4.092 1.242.368 0) 12.024.652 0 23.224.999 36.496.111

Skyringar 4 bls. 11-43 eru 6adskiljanlegur hluti af arsreikningnum.
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Sjodstreymisyfirlit fyrir arid 2019

Rekstarhreyfingar Notes
Hagnadur (tap) ALSINS ...
Hagnadur af s6lu rekstrarfjarmuna ...

Hakkun lifeyrisskuldbindingar ........... o 28
ALSKIIFHL e w15
Hreinar fjarmunatekjur (fjarmagnsgjold) ... 13
Hlutdeild { hagnaoi hlutdeildarfélaga ... 18
TeKJUSKALLUL woovvvviiiiiiiiic s 14
Birgdir, lekkun (haekkun) ...
Skammtimakrofur, lekkun (hekkun) ...,
Skammtimaskuldir, heekkun (leekkun) .c.ceeeeeeecncencneiecccnenennes

Handbert fé fra rekstri fyrir vexti og skatta

Innheimtar vaxtatekjur .......cceeeene.

Greidd vaxtagjold og verdbatur
Greiddur teRjuSKALIUL .......c.cuieieieiciciciecicccc e
Handbeert fé fra rekstri

Fjarfestingahreyfingar

Fjarfesting { rekstrarfjarmunum ...
Fjartesting { rekstrarfjarmunum i byggingu
Soluverd seldra rekstrarfjArmuna .......occececiecinciniincnisiseccceeeeens
Fjarfesting { 6efnislegum €igNuM ...,
Fjarfesting { hlutdeildarfélégum
Moéttekinn ardur fra hlutdeildarfélgum .........ccccocvcvininininiciccincnennns

Fjarmognunarhreyfingar

HlutafjarhaekKun ...
Greiddur arOUL ...
Ny langtimalan
Ny skammtIMalan ....ccccevecicicinciicicc s
ALDOLZANIL JANA oo
Afborganir leiguskuldbindinga .........ccceiviciciciniinininineiscccnees

Hakkun 4 handbaeru £é ...,
Handbert £é 1 ASBYLUn ..
Ahrif gengisbreytinga 4 handb@rt £ ....rrvvveemmnnrrreeeesssseerseeisssseeneees

Handbzrt £é 31. deSEMDBEL .ooviuiiivieiieeeeecctceeeeceee e

Skyringar 4 bls. 11-43 eru 6adskiljanlegur hluti af arsreikningnum.

Arsreikningur HS Orku hf. 2019

2019 2018

9.817.440 (72.313)
(1.730) (1.985)
19.873 8.669
3.218.356 1.797.246
975.043 2.741.644
(11.651.726) (986.989)
(458.571) (264.826)
1.918.683 3.221.446
271 (39.693)
800.576 (193.060)
512.408 (6.331)
3.231.939 2.982.363
19.302 16.616
(327.337) (243.927)
(241.855) (90.622)
2.682.048 2.664.430
(2.051.963) (1.370.183)
(4.704.376) (1.465.445)
5.100 13.615
(23.907) (200.491)
(175.000) (110.900)
2.428 607.775
(6.947.718) (2.525.630)
1.241.460 0
0 (440.000)

0 1.390.427
3.122.146 0
(246.735) (280.737)
(8.178) 0
4.108.693 669.691
(156.977) 808.491
1.085.286 185.402
46.263 91.393
974.573 1.085.286

Fjarhadir eru { pusundum kréna



Skyringar

1.

Félagi®

HS Orka hf. er islenskt hlutafélag. Logheimili pess er ad Orkubraut 3, Grindavik. Félagid annast framleidslu og s6lu 4
raforku og heitu vatni til upphitunar. Félagio er { eigu tveggja hluthafa, annars vegar Jardvarma slhf. og hins vegar Ancala
Partners, { gegnum 100% eignarhlut sinn { Magma Energy Sweden AB, en hvor adili 4 50% hlut.

Yfirlysing um ad alpjédlegum reikningsskilastodlum sé fylgt

Arsreikningur félagsins er gerdur i samraemi vid alpjédlega reikningsskilastadla (IFRS) eins og peit hafa verid stadfestir af
Evrépusambandinu og vidbdtarkréfur um upplysingar samkvamt 16gum nr. 3/2006 um éarsreikninga.

Stj6rn félagsins heimiladi birtingu arsreikningsins pann 16. mars 2020.

Grundvollur reikningsskilanna

Matsadferdir

Reikningsskil félagsins byggja 4 kostnadarverdi, a0 undanskildum eftirfarandi mikilveegum lidum { efnahagsreikningi:
- meirihluti rekstrarfjirmuna er feerdur 4 endurmetnu kostnadarverdi, sem var gangvirdi peirra 4 endurmatsdegi

- innbyggoar afleidur { raforkusélusamningum eru metnar 4 gangvirdi

- lifeyrisskuldbinding er metin sem ndvirdi framtidar lifeyrisskuldbindinga

- fjarmalagerningar 4 gangvirdi gegnum rekstrarreikning eru metnir 4 gangvirdi (hlutabréf)

Starfraekslu- og framsetningargjaldmidill
Arsreikningur félagsins er birtur { islenskum krénum, sem er starfrackslugjaldmiodill félagsins. Allar fjarhadir eru birtar {
pusundum kréna nema annad sé tekid fram.

Mat og alyktanir vid beitingu reikningsskilaadferda

Gerd arsreiknings i samrami vid alpjédlega reikningsskilastada krefst pess ad stjérnendur taki akvardanir, meti og gefi sér
forsendur sem hafa ahrif 4 beitingu reikningsskilaadferda og birtar fjarhedir eigna, skulda, tekna og gjalda. Endanlegar
nidurstédur i framtidinni kunna ad vera frabrugdnar niverandi mati og forsendum og kunna ad hafa veruleg 4hrif 4
s6gulega reynslu félagsins og adrar stadreyndir og kringumstedur. Endurmat og dhrif pess 4 bokfart verd eigna og skulda
félagsins eru ferd pegar mat breytist.

Endanlegar nidurstédur { framtidinni kunna ad verda frabrugdnar niverandi mati og forsendum og kunna ad hafa veruleg
ahrif 4 s6gulega reynslu félagsins og adrar stadreyndir og kringumstadur.

Upplysingar um mikilvaeg atridi, par sem mikilvagi akvardana vid beitingu reikningsskilaadferda hefur mest ahrif 4 skradar
fjarhaedir 1 reikningsskilunum, er ad finna i eftirfarandi skyringum:

- Skyring 15 - Afskriftir rekstrarfjirmuna og endurmat rekstrarfjarmuna

- Skyringar 16 og 17 - Virdisryrnun rekstrarfjirmuna i byggingu og 6efnislegra eigna

- Skyring 20 - Gangvirdi innbyggora afleidna i raforkusélusamningum

- Skyring 27 - Lifeyrisskuldbindingar

- Skyring 28 - Tekjuskattsskuldbinding

Fjarhadir eru { pusundum kréna

sreikningur HS Orku hf. 2019 11



Skyringar

3. Grundvollur reikningsskilanna, frh.

d. Mat gangvirdis
Nokkrar reikningsskilaadferdir og skyringar félagsins krefjast akvérdunar a gangvirdi, bxdi vegna fjarmdlagerninga og
annarra eigna og skulda.

Félagid hefur komid upp eftitlitskerfi vid akvérdun 4 gangvirdi. I skipulaginu felst ad starfsmenn fjarmalasvids, undir
forystu fjarmalastjora, bera abyrgd 4 umsjon med 6llum mikilveegum dkvordunum vardandi mat 4 gangvirdi, p.m.t. 3. stigs
gangvirdi.

Fjarmalasvid fer reglulega yfir mikilvaegar 6sannreynanlegar upplysingar og matsbreytingar. Ef upplysingar fra pridja adila,
s.s. verd fra verobréfamidlara eda verdmatspjonustu, er notad til ad dkvarda gangvirdi pa leggja starfsmenn fjarmalasvios
mat 4 pau gégn sem aflad er fra pridja adila til ad stydja vid pa nidurstédu ad slikt mat sé { samrami vid kréfur alpjodlegra
reikningsskilastadla, p.m.t. pad stig { gangvirdisstigakerfinu sem slik mét flokkast undir.

Mikilveg matsatridi eru kynnt endurskodunarnefnd félagsins.

Vid akvordun gangvirdis eigna eda skulda notar fjairmalasvid markadsupplysingar ad svo miklu leyti sem haegt er.
Gagnvirdid er flokkad i mismunandi stig eftir stigskiptu kerfi 4 grundvelli peirra upplysinga sem notadar eru i
matsadferdum sem hér segit:

- Stig 1: Skrad verd (6breytt) 4 virkum markadi fyrir samskonar eignir og skuldir.

- Stig 2: Onnur verd en skrad verd samkvamt 1. stigi sem hzgt er ad greina fyrir vidkomandi eign eda skuld, ymist beint
(verd) eda Sbeint (afleitt af verdi).

- Stig 3: Verdgildi fyrir eign eda skuld sem ekki byggir 4 faanlegum markadsupplysingum (6fdanleg gildi).

Ef pau gildi sem notud eru vid akvordun gangvirdis eignar eda skuldar flokkast { mismunandi stig { stigakerfinu er
akvordun gangvirdis 6ll flokkud 4 sama stigi og legst flokkada veruleg forsenda matsins.

Félagio gerir tilfaerslur 4 milli stiga { stigkerfinu { lok pess reikningstimabils sem breytingin atti sér stad.

Nanari upplysingar um forsendurnar sem notadar eru vid akvérdun gangvirdis er ad finna { eftirfarandi skyringum:
- Skyring 15 - Rekstrarfjarmunir

- Skyring 20 - Innbyggdar afleidur { raforkusélusamningum

- Skyring 31 - Fjarmalagerningar

4, Mikilvaegar reikningsskilaadferdir

Félagid hefur beitt reikningsskilaadferdum sem lyst er { pessari skyringu med samramdum hatti 4 6llum peim timabilum
sem birt eru { arsreikningnum.

Breytingar 4 reikningsskilaadferdum

Félagid hefur innleitt alla alpjédlega reikningsskilastadla og breytingar 4 st60lum sem sampykktir hafa verid af
Evrépusambandinu og gilda fyrir reikningsar sem hefjast 1. jantar 2019 eda fyrr. IFRS 16 - Leigusamningar var innleiddur
a reikningsarinu. Hefur pad i for med sér ad eign sem var adur skilgreind og fard sem fyrirframgreidd leiga og
nytingarréttur er nu skilgreind og faerd sem Sefnisleg eign. Leigdar 160ir og byggingar eru nuna faerdar sem skuldbindingar
og sem rekstratleigueign. I byrjun ars var skuldbindingin 104 millj. kr. Innleiding stadalsins hafdi ekki ahrif 4 eigid fé
félagsins 1. jandar 2019.

a. Grundvollur samstaedu

() Détturfélog
Détturfélog eru félog par sem félagid fer med yfirrad. Félagio fer med yfirrdd pegar pad ber dhettu eda hefur dvinning af
breytilegri ardsemi af hlutdeild sinni { félaginu og getur haft dhrif 4 ardsemina vegna yfirrada sinna. Détturfélog eru fard {
arsteikninginn med hlutdeildaradferd og er eignarhluturinn upphaflega ferdur 4 kostnadarverdi ad vidbzttum
vidskiptakostnadi.

Fjarhadir eru { pusundum kréna
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4, Mikilvaegar reikningsskilaaoferoir, frh.

(i) Hiutdeildarfélog
Hlutdeildarfélog eru pau félog par sem félagid hefur veruleg dhrif 4 en ekki yfirrdd yfir rekstrar- og fjarhagsstefnu félags.
Veruleg ahrif eru alla jafna til stadar pegar félagio raedur yfir 20-50% atkvadisréttar { 60ru félagi.

Hlutdeildarfélog eru fard i arsreikning félagsins med hlutdeildaradferd og er eignarhluturinn upphaflega ferdur a
kostnadarverdi ad vidbzttum vidskiptakostnadi.

Arsreikningur félagsins inniheldur hlutdeild i hagnadi eda tapi og annarri heildarafkomu hlutdeildarfélaga, eftir ad
reikningsskilaadferdir hlutdeildarfélagsins hafa verid samreemdar reikningsskilaadferdum félagsins. Hlutdeildaradferdinni
er beitt fra pvi ad veruleg 4hrif nast og par til peim lykur.

Verdi hlutdeild félagsins { tapi meiri en boékfert verd hlutdeildarfélagsins, a0 medtSldum langtimafjarfestingum, er
bokferda verdid fert { ndll og ferslu frekara taps er hatt nema félagid hafi gengist { abyrgdir fyrir pessi félog eda innt af
hendi greidslur vegna peirra.

b. Erlendir gjaldmidlar
Vidskipti i erlendum gjaldmidlum

Vidskipti { erlendum gjaldmidlum eru ferd { starfreekslugjaldmioli félagsins 4 gengi vidskiptadags. Peningalegar eignir og
skuldir { erlendum gjaldmidlum eru fardar midad vid gengi 4 uppgjorsdegi. Gengismunur sem myndast vegna
peningalegra eigna og skulda er si mismunur sem myndast 4 milli afskrifads kostnadarverds i starfrakslugjaldmioli {
upphafi timabilsins, ad teknu tilliti til virkra vaxta og greidslna a timabilinu, og afskrifads kostnadarverds { erlendum
gjaldmidli midad vid gildandi gengi { lok reikningsarsins. Efnislegar eignir og skuldir, sem metnar eru 4 gangvirdi { erlendri
mynt, eru ferdar 4 pvi gengi sem var { gildi pegar gangvirdi peirra var akvardad. Gengismunur er faerdur medal
fjirmunatekna og fjarmagnsgjalda { rekstrarreikningi. Efnislegar eignir og skuldir sem metnar eru 4 grundvelli
kostnadarverds { erlendri mynt eru fardar a pvi gengi sem { gildi var 4 vidskiptadegi.

Cc. Fjarmalagerningar

(i) Fjareignir adrar en afleidusamningar
Vidskiptakréfur og skuldir eru upphaflega faerdar til bokar 4 peim degi sem til peirra er stofnad. Allar adrar fjareignir og
fjarskuldir, eru upphaflega faerdar 4 peim degi sem félagid gerist adili a0 samningsbundnum akvadum fjarmalagerningsins.

Fjareign (nema ad pad sé vidskiptakrafa an verulegs fjarmgnunarpattar) eda fjarskuld er upphaflega ferd a gangvirdi ad
vidbattum, fyrir par eignir sem ekki eru metnar 4 gangverdi gegnum rekstrarreikning, peim vidskiptakostnadi sem unnt er
a0 tengja beint vid 6flun eda utgafu fjarmalagernings. Vidskiptakrafa an verulegs fjirmognunarpattar er upphaflega metin
4 vidskiptaverdi.

Félagid afskrair fjareignir pegar samningsbundinn réttur pess til sjodstreymis fjareignanna rennur at eda ef félagid
framselur rétt til sj60streymis af eigninni til annars adila par sem nzar 6ll dhetta og avinningur sem tengist eignarhaldinu
yfirfaerist eda an pess ad yfirfara pvi sem nast allri peirri dhaettu og avinningi sem { eignarhaldinu felst en hefur ekki lengur
yfirrad yfir fjareigninni.

Fjareighum og fjarskuldum er jafnad saman og hrein fjarhed fard i efnahagsreikning pegar og adeins pegar lagalegur
réttur félagsins til j6fnunar er til stadar og fyrirhugad er ad gera upp med j6fnun fjareigna og fjarskulda eda ad innleysa
eignina og gera upp skuldina 4 sama tima.

Félagio flokkar fjareignir adrar en afleidusamninga { eftirfarandi flokka: Fjareignir 4 gangvirdi gegnum rekstrarreikning og
fjareignir ferdar 4 afskrifudu kostnadarverdi.

Til fjareigna 4 gangvirdi gegnum rekstrarreikning teljast fjarfestingar i 60rum félégum.

Fjarhadir eru { pusundum kréna
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4, Mikilvaegar reikningsskilaadferdir, frh.

(ii) Fjareignir faerdar a afskrifudu kostnadarverdi

Fjareign er ferd a afskrifudu kostnadarverdi ef badi eftirfarandi skilyrdi eru uppfyllt og hin er ekki tilgreind 4 gangvirdi
gegnum rekstrarreikning:

— ef henni er haldid samkvamt vidskiptamddeli par sem markmidid er ad eiga eignina til ad innheimta samningsbundid
sj60sfladi, og

— samningsskilmalar eignarinnar tiltaka sérstakar dagsetningar 4 sj60sfledi sem einvordungu innheldur afborganir af
hofudstdl og vaxtagreidslur.

bess hattar eignir eru sidar ferdar 4 afskrifudu kostnadarverdi samkvaemt adferd virkra vaxta. Afskrifad kostnadarverd er
lekkad um virdisryrnun. Vaxtatekjur, gengishagnadur og -tap og virdistyrnun eru faerd { rekstrarreikning. Allur hagnadur
og tap vid afskraningu eru ferdur { rekstrarreikningi.

Lan og krofur samanstanda af handbzru fé og vidskiptakréfum og 6drum skammtimakréfum..

Til handbers fjar telst sjodur og 6bundnar bankainnsteedur sem eru til radstéfunar innan priggja manada.

(iii)  Fjarskuldir adrar en afleidusamningar

Skuldabréf eru upphaflega faerd a peim degi sem til peirra er stofnad. Allar adrar fjarskuldir eru upphaflega ferdar 4 peim
vidskiptadegi pegar félagid gerist adili a0 samningsbundnum akvaedum fjarmalagerningsins.

Félagio afskrair fjarskuld pegar samningsbundnum skyldum vegna skuldagerningsins er lokid, par felldar nidur eda falla
ur gildi. Félagio afskrair einnig fjarskuld pegar samningakvaeedum hennar er breytt og sj6dsfleedi hennar breytist verulega, {
slikum tilvikum er ny skuld byggd a breyttum samningsskilmalum ferd 4 gangvirdi.

Félagid flokkar fjarskuldir adrar en afleidusamninga sem adrar fjarskuldir. Slikar skuldir eru upphaflega ferdar 4 gangvirdi
a0 viobattum tengdum vidskiptakostnadi. Eftir upphaflega skraningu eru pessar fjarskuldir metnar 4 afskrifudu
kostnadarverdi midad vid virka vexti.

Til fjarskulda félagsins annarra en afleidusamninga teljast lantékur, vidskiptaskuldir og adrar skammtimaskuldir.

Fjareignum og fjarskuldum er jafnad saman og hrein fjairthed fard i efnahagsreikningi, pegar og adeins pegar lagalegur
réttur félagsins er til stadar um jéfnun fjareigna og fjarskulda eda ad innleysa eignina og gera upp skuldina 4 sama tima.

(iv)  Afleidusamningar
Afleidusamningar eru upphaflega ferdir 4 gangvirdi. Beinn vidskiptakostnadur vegna peirra er feerdur { rekstrarreikning
eftir pvi sem hann fellur til. Eftir upphaflega skraningu eru afleidusamningar (ad medtéldum innbyggdum afleidum)
feerdir 4 gangvirdi { efnahagsreikning og gangvirdisbreytingar ferdar { rekstrarreikning medal fjarmunatekna og
fjarmagnsgjalda.

Adskiljanlegar innbyggdar afleidur

Innbyggdar afleidur eru adskildar frd grunnsamningum og fardar sérstaklega pegar efnahagsleg einkenni og dhatta
grunnsamnings og innbyggdrar afleidu eru ekki natengd, annar gerningur med sému dkvaedi og innbyggda afleidan veeri
skilgreindur sem afleidusamningur og blandadi gerningurinn er ekki metinn 4 gangvirdi gegnum rekstrarreikning.

HS Orka hefur gert tvo langtimasamninga um sélu 4 raforku sem fela i sér innbyggdar afleidur. Tekjur af pessum
samningum tengjast beint breytingum 4 framtidarverdi als. Breytingar 4 gangvirdi afleida par sem ekki er beitt
ahzttuvarnarreikningsskilum og adgreinanlegum innbyggdum afleidum eru faerdar beint { rekstrarreikning.

(v) Hlutafé
Almennir hlutir

Beinn kostnadur vid utgafu almennra hluta er feerdur til lekkunar 4 eigin fé ad fradregnum tekjuskattsahrifum.

Fjarhadir eru { pusundum kréna
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4, Mikilvaegar reikningsskilaadferdir, frh.

d. Rekstrarfjarmunir
(i) Faersla og mat

Rekstrarfjarmunir eru ferdir til eignar 4 kostnadarverdi eda endurmetnu kostnadarverdi, ad fraidregnum upps6fnudum
afskriftum og virdisryrnun.

Kostnadarverd samanstendur af beinum kostnadi sem fellur til vid kaupin. Kostnadarverd rekstrarfjairmuna sem félagio
byggir sjalft innifelur efniskostnad, launakostnad og annan beinan kostnad sem fellur til vid ad koma eigninni { notkun og
eignferdan fjairmagnskostnad. Adkeyptur hugbunadur sem er naudsynlegur til ad starfrekja vidkomandi bunad er fardur
til eignar sem hluti af kostnadarverdi binadar.

Virkjanir og fasteignir félagsins eru skradar 4 endurmetnu kostnadarverdi i efnahagsreikningnum, sem er gangvirdi
eignanna 4 endurmatsdegi ad fradregnum uppséfnudum afskriftum. Endurmetid er med reglubundnum haetti. Allar
hzkkanir vegna endurmatsins eru ferdar 4 endurmatsreikning medal eigin fjar ad fradregnum tekjuskatti. Afskriftir
endurmatsins eru ferdar { rekstrarreikning og er atlega ferd leidrétting sem endurspeglar pa fjarhed af endurmatsreikningi
og 4 Oradstafad eigi® fé. Pess er venst ad endurmat sé framkvemt 4 priggja til fjogurra dra fresti eda pegar
markadsadstedur gefa visbendingar um verulegar breytingar 4 virdi. Endurmat var sidast framkvaemt 4 orkuverum
félagsins i Svartsengi og 4 Reykjanesi 31. desember 2018. Adrar eignir voru endurmetnar 2008.

begar rekstrarfjirmunir eru samsettit ur einingum med O6likan nytingartima eru einingarnar adgreindar medal
rekstrarfjarmuna.

Hagnadur eda tap af solu rekstrarfjarmuna er akvardad med pvi ad bera saman séluverd og bokfert verd eignarinnar og
er jafnad saman og fert i rekstrarreikning medal annarra tekna eda annars rekstrarkostnadar. Pegar endurmetnar eignir eru
seldar eru endurmatid flutt 4 6radstafad eigio fé.

(ii) Kostnadur sem fellur til sidar

Kostnadur sem fellur til sidar er adeins eignferdur ef hann eykur vantan framtidaravinning peirrar eignar sem hann
tengist. Reglulegar vidgerdir og vidhald er fart til gjalda pegar kostnadur fellur til.

(iif)  Afskriftir
Afskriftir eru reiknadar af kostnadarverdi eda endurmetnu kostnadarverdi eignar ad fradregnu nidurlagsverdi. Verulegir
einstakir hlutar einstakra eigna eru metnir og ef hlutinn hefur nytingartima sem er annar en eignin sjalf, pa er sa hluti
afskrifadur sérstaklega.

Afskriftir eru faerdar linulega 1 rekstrarreikning midad vid daxtladan nytingartima einstakra hluta rekstrarfjirmuna. Land er

ekki afskrifad.

Rekstrarfjarmunir eru afskrifadir fra peim degi sem peir eru uppsettir og tilbanir til notkunar eda { tilviki eigna sem félagid
byggir sjalft, fra peim degi sem eignin er fullgerd og tilbuin til notkunar.

Aaetladur nytingartimi vegna arsins og samanburdarars greinist pannig:

OIKUVET 11ttt ettt sttt et s et e e s s es s ese s ssaeseses et et s esses s es e e ssssassesese st e s s et essesesensrsassnsesesesesesessessnnns 40 4r
5703010 ) L 'O 20 ar
RATVEITUKEITL vttt ettt st ettt es st e s e e s e s e se s et s et et ee s s e s esenesssssasnsssnsnes 50 ar
Hitaveitu- 0g ferSKVatnSKerfl .......ooovcuiicirccc e e 50 ar
FPASTRIGNL 1uuvuviiviieiici i bbb bbb bbb bbb 50 ar
AL TERSTATTIAIIMIUNIL covoviiviiieici et s 5-20 ar

Afskriftaradferdir, nytingartimi og nidurlagsverd eru endurmetin a hverjum uppgjorsdegi og breytt ef pad er videigandi.
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4, Mikilvaegar reikningsskilaadferdir, frh.

e. Oefnislegar eignir
(i) Rannsoknar- og préunarkostnadur

Kostnadur vegna rannsékna sem gerdar eru { peim tilgangi ad kanna jarOhitasvaedi par sem Ovissa rikir um
nytingarmoguleika, og kénnun annarra svaeda sem henta til orkuvinnslu af 60rum uppruna, svo og til ad afla nyrrar
visinda- eda teeknipekkingar er ferdur i rekstrarreikning pegar til hans er stofnad.

bréun felur { sér konnun 2 jardhitasvedum og 6drum svadum sem henta til orkuvinnslu af 6drum uppruna par sem likur
eru 4 nytingu og virkjun { framtidinni. Prounarkostnadur er adeins eignfaerdur ef hegt er ad meta hann 4 dreidanlegan hatt,
ef pad eru likur 4 teknilegum eda hagrenum dbata { framtidinni og félagid atlar sér og hefur getu til ad ljuka préuninni og
nyta eda selja eignina. Eignfardur kostnadur samanstendur af efniskostnadi, beinum launakostnadi og yfirstjérnarkostnadi
sem hagt er ad rekja beint til pess sem i préun er og eignferdum fjirmagnskostnadi. Annar préunarkostnadur er
gjaldferdur { rekstrarreikningi pegar hann fellur til.

begar 4dkvordun um virkjun eda nytingu jarOhitasvadis hefur verid tekin og Oll tilskilin leyfi hafa fengist, er
undirbuningskostnadur vegna virkjunar eda nytingarinnar fardur 4 rekstrarfjarmuni { byggingu.

Eignferdur préounarkostnadur er metinn 4 kostnadarverdi ad fradreginni uppsafnadri virdistyrnun. Préunarkostnadur er
arlega préfadur med tilliti il virdisryrnunar. Vegna tiltekinnar évissu vardandi djapborunatverkefni félagsins og
rannséknaredlis pess verkefnis hefur tengdur kostnadur ekki verid eignfaerdur heldur gjaldferdur (skyring 36).

(ii)  Adrar oefnislegar eignir
Adrar Sefnislegar eignir sem félagid hefur keypt, par med talinn hugbunadur, sem hafa takmarkadan nytingartima eru
metnar 4 kostnadarverdi ad fridregnum uppséfnudum afskriftum og virdisryrnun.

(iii)  Kostnadur sem fellur til sidar

Kostnadur sem fellur til sidar er adeins eignferdur ef hann eykur vantan framtidaravinning peirrar eignar sem hann
tengist. Allur annar kostnadur er gjaldferdur { rekstrarreikningi pegar hann fellur til.

(iv)  Afskriftir

Afskriftir eru reiknadar af kostnadarverdi eignarinnar ad fradregnu nidutlagsverdi.

Afskriftir eru faerdar linulega i rekstrarreikning midad vid detladan nytingartima éefnislegra eigna fra peim degi pegar paer
eru tilbanar til notkunar. Aztladur nytingartimi arsins og samanburdarars greinist pannig:

HUGDUNAGUL <. ecees 5-10 ar

Afskriftaradferdir, nytingartimi og nidurlagsverd eru endurmetin 4 hverjum uppgjorsdegi og breytt ef pad er videigandi.
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f. Leigdar eignir
Vid upphaf eda breytingu 4 samningi sem felur { sér leiguhluta uthlutar félagid endurgjaldinu 4 sérhvern leiguhluta 4
grundvelli sjalfsteds verds hvers hlutar fyrir sig. Fyrir leigusamninga um fasteignir hefur félagid hins vegar kosid ad
adgreina ekki leiguhluta fra 60rum hlutum samningsins og faerir pd sem einn leigusamning,.

Félagid ferir leigueign og leiguskuld vid upphaf leigusamnings. Leigueignin er upphaflega fard 4 kostnadatverdi, sem er
upphafleg fjarhad leiguskuldarinnar ad teknu tilliti til leigugreidslna sem hafa fallid til fyrir eda 4 upphafsdegi samningsins,
beins kostnadar vid 6flun leigueignarinnar og datlads kostnadar vid ad taka nidur og fjarlegja eignina, eda til pess ad fera
eignina eda umhverfi hennar { samt hotf ad loknum leigusamningi, og ad fradregnum leiguilvilnunum sem félagi® hefur
fengid.

Leigueignin er afskrifud linulega fra upphafi til loka leigusamningsins, nema pegar eignarhald flyst yfir til félagsins i lok
leigutimabilsins eda ef kostnadarverd leigueignarinnar endurspeglar ad félagid muni nyta sér kauprétt { lok
leigutimabilsins. I peim tilfellum er leigueignin afskrifud 4 nytingartima eignatinnar, sem er avardadur med sému adferd
og notud er fyrir adra fastafjirmuni félagsins. Jafnframt er virdi leigueignar lekkad reglubundid um sem nemur
virdisryrnun hennar, ef einhver er, og leidrétt vegna endurmats leiguskuldarinnar.

Leiguskuld er upphaflega ferd vid nuvirdi ogreiddra leigugreidslna 4 upphafsdegi leigusamningsins. Greidslurnar eru
navirtar med pvi ad nota innbyggda vexti leigusamningsins, séu peir tilekir, en annatrs notar félagid pa vexti sem han fer
af nyju lansfé. Ad jafnadi notar félagid vexti 4 nyju lansfé til navirdingar.

Félagid akvardar vexti af nyju lansfé med pvi ad lita til vaxtakjara annarra fjirmégnunarleida og gerir tilteknar adlaganir 4
peim til 20 endurspegla skilmala leigusamningsins og eiginleika eignarinnar sem er leigd.

Leigugreidslur sem eru innfaldar { akvordun fjarhadar leiguskuldar fela { sér eftirfarandi:
— Fastar greidslur, par med taldar leigugreioslur sem eru samkvamt edli sinu fastar;
— Breytilegar leigugreidslur tengdar voxtum eda visitdlu, upphaflega datladar midad vid vexti eda visitolu 4 upphafsdegi;

— Fjarhdir sem gert er 1ad fyrir ad purfi ad greida samkvemt hrakvirdistryggingu; og

— Kaupverd samkvemt kaupréttardkvadi { leigusamningi pegar félagio telur nokkud vist ad hun muni nyta kaupréttinn,
leigugreidslur 4 valkvaedum framlengingartimabilum ef félagid er nokkud viss um ad han muni nyta
framlengingarheimildir og greidslur vegna uppsagnar leigusamnings fyrir lok leigutimans, nema félagid sé nokkud viss um
a0 nyta ekki uppsagnarheimildir.

Leiguskuldin er fard a afskrifudu kostnadarverdi med pvi ad nota adferd virkra vaxta. Hun er endurmetin pegar breyting
verdur 4 framtidarleigugreidslum vegna breytinga 4 visitélu eda voxtum, ef breyting verdur 4 mati félagsins 4 fjarhed sem
hun ventir ad verdi greidd samkvaemt hrakvirdistryggingu, ef félagid breytir mati sinu 4 pvi hvort hin muni nyta
kaupréttarakvedi, heimildir til framlengingar eda uppsagnar leigusamnings eda pegar breyting verdur a fjarhed
leigugreidslu sem er { edli sinu fOst.

begar leiguskuldin er endurmetin med pessum hetti er samsvarandi leidrétting gerd a bokferdu verdi leigueignarinnar,
eda leidrétting faerd i rekstrarreikning félagsins ef bokfaert virdi leigueignarinnar hefur verid fert nidur { null.

Leigueignir sem eru faerdar medal rekstrarfjairmuna { efnahagsreikningi en leiguskuldir sem sér lina { efnahagsreikningi.

Skammtimaleigusamningar og leigusamningar um lagvirdiseignir
Félagid kys ad fara ekki leigueignir og leiguskuldir vegna leigusamninga um lagvirdiseignir og skammtimaleigusamninga,
par 4 medal um télvubunad. Félagid gjaldferir leigugreidslur vegna pessara leigusamninga linulega 4 leigutima.
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Rekstrarvorubirgdir

Rekstrarvorubirgdir eru metnar 4 kostnadarverdi eda hreinu s6luvirdi, hvoru sem laegra reynist. Kostnadarverd birgda
byggir a fyrst inn - fyrst Ut reglunni og innifelur kostnad sem fellur til vid ad afla birgdanna og koma peim 4 nuverandi
stad og astand. Hreint s6luvirdi er aztlad sluverd { venjulegum vidskiptum ad fradregnum datludum kostnadi vid ad
klara og selja voruna.

Virdisryrnun

Fjareignir sem ekki eru afleidusamningar

A hverjum uppgjérsdegi er kannad hvort til stadar sé hlutleg visbending um virdisrjrnun fjareigna sem ekki eru feerdar 4
gangvirdi gegnum rekstrarreikning, par med téldum eignarhlutum i hlutdeildarfélogum. Fjareign telst hafa ordid fyrir
virdisryrnun ef hlutlegar visbendingar eru til stadar um virdisryrnun vegna eins eda fleiri atburda eftir upphaflega
skraningu eignarinnar, sem leida til pess ad vant framtidarsjodstreymi af eigninni verdi legra en adur var talid og hagt er
a0 meta ahrif atburdarins med areidanlegum hetti.

Vid mat 4 virdisryrnun einstakra flokka fjareigna stydst félagid vid ségulega leitni 4 likum um vanskil, timasetningu
endurheimtu og innleyst top, med tilliti til mats stjérnenda 4 pvi hvort niverandi efnahags- og lansadstedur leidi til ad
tapid verdi { raun herra eda legra en séguleg reynsla segir til um. Vegna fjarfestinga { eiginfjargerningum er veruleg eda
langvarandi lekkun gangvirdis nidur fyrir kostnadarverd metin sem hlutleg visbending um virdistyrnun. Félagid telur
leekkun vera verulega ef hun neer 20% og langvarandi ef hun ner yfir nfu manada timabil.

Adrar eignir

Bokfert verd annarra eigna félagsins, a0 undanskildum birgdum og skatteign, er yfirfarid 4 hverjum uppgjorsdegi til ad
meta hvort visbendingar séu um virdisryrnun peirra. Sé einhver slik visbending til stadar er endurheimtanleg fjarhed
eignarinnar metin. Vegna defnislegra eigna sem ekki hafa verid teknar { notkun er endurheimtanleg fjarhad metin arlega 4
sama tima.

Virdistyrnun er gjaldferd pegar bokfart virdi eignar er herra en endurheimtanleg fjarhed hennar. Virdisryrnun
endurmetinna rekstrarfjarmuna er ferd 4 endurmatsreikning medal eigin fjar upp a0 peirti fjathed sem hann stendur i en
eftir pad { rekstrarreikning. Virdisryrnun annatra eigna er gjaldfaerd i rekstrarreikningi.

Endurheimtanleg fjairthed eignar er hreint gangvirdi hennar ad fradregnum solukostnadi eda nytingarvirdi, hvort sem
herra reynist. Nytingarvirdi er metid midad vid aztlad framtidarsjodstreymi, sem er nuvirt med voxtum fyrir skatta, sem
endurspeglar mat markadarins 4 timavirdi peninga hverju sinni og pa ahattu sem fylgir eigninni.

Virdistyrnun er bakfaerd ef breyting hefur ordid 4 mati sem notad var vid utreikning 4 endurheimtanlegri fjarhad.
Virdistyrnun er einungis bakferd ad pvi marki ad bokfert verd eignar sé ekki umfram pad sem verid hefdi, ad
fradregnum afskriftum, ef engin virdisryrnun hefdi verid faerd.
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Hlunnindi starfsmanna
Idgjaldatengd lifeyriskerfi
I0gjaldatengd lifeyriskerfi eru eftitlaunahlunnindi par sem félagid greidir fost framlog til lifeyrissjoda og ber hvorki
lagalega né xtlada skyldu til ad greida frekari framlog. Kostnadur vegna framlaga { idgjaldatengd lifeyriskerfi er
gjaldferdur sem launatengd gjold i rekstrarreikningi 4 peim timabilum sem statfsmenn veita félaginu pjonustu.
Fyrirframgreidd framlég eru faerd til eignar ad pvi marki sem endurgreidsla eda lekkun 4 framtidargreidslum er fyrir

hendi.

Rettindatengd lifeyriskerfi

Skuldbinding félagsins vegna réttindatengdra lifeyriskerfa eda lifeyrissj6da er reiknud sérstaklega fyrir hvert kerfi med pvi
a0 artla framtidarvirdi lifeyrisréttinda sem ndverandi og fyrrverandi starfsmenn hafa dunnid sér 4 yfirstandandi og fyrri
timabilum. Réttindin eru afvoxtud til ad finna ndavirdi peirra. Tryggingasterdfradingar reikna skuldbindinguna arlega 4
grundvelli adferdar sem midast vid aunnin réttindi. Breytingar 4 skuldbindingunni vegna tryggingafredilegra breytinga eru
feerdar medal annarrar heildarafkomu. Annar kostnadur vegna réttindatengdra lifeyriskerfa er feerdur i rekstrarreikning.

Skuldbindingar

Skuldbinding er ferd i efnahagsreikninginn pegar félaginu ber lagaleg eda xtlud skylda vegna fyrri atburdar og liklegt er ad
kostnadur lendi 4 pvi vid ad gera upp skuldbindinguna. Skuldbinding er metin ut fra ventu framtidarfjarfledi, sem er
navirt med voxtum fyrir skatta sem endurspeglar mat markadarins 4 timavirdi peninga hverju sinni og pa dhazttu sem
fylgir skuldbindingunni. Bakfaersla nivirdingarinnar er feerd sem fjarmagnsgjold.

Tekjur
Tekjur af s6lu 4 raforku og heitu vatni asamt orkuflutningi eru ferdar i rekstrarreikning samkvamt mealdri athendingu til
kaupenda 4 timabilinu. A milli mzlinga er notkun aztlud midad vid fyrri reynslu.

Adrar tekjur eru faerdar vid athendingu voru eda pjonustu.
Greidslufrestur er almennt 30 dagar.

Fjarmunatekjur og fjarmagnsgjold

Fjarmunatekjur samanstanda af vaxtatekjum af fjarfestingum, ardtekjum, gangvirdisbreytingum fjareigna a4 gangvirdi
gegnum rekstrarreikning, gengishagnadi af erlendum gjaldmidlum og hagnaoi af afleidum sem er ferdur { rekstrarreikning.
Vaxtatekjur eru ferdar { rekstrarreikning eftir pvi sem par falla til midad vid virka vexti. Ardstekjur eru faerdar {
rekstrarreikning 4 peim degi sem réttur félagsins til ardgreidslu stofnast.

Fjarmagnsgjold samanstanda af vaxtakostnadi af lantokum, bakferslu nuvirdingar skuldbindinga, gengistapi af erlendum
gjaldmidlum, tapi af afleidum sem fert er { rekstrarreikning, gangvirdisbreytingum fjareigna 4 gangvirdi gegnum
rekstrarreikning og virdisryrnun annarra fjareigna en lana og krafna. LantSkukostnadur sem ekki er eignferdur vegna
kaupa eda bygginga hefra eigna er gjaldferdur { rekstrarreikning midad vid virka vexti.

Hagnadi eda tapi vegna gengisbreytinga erlendra gjaldmidla er jafnad saman og fart annad hvort sem fjarmunatekjur eda
fjarmagnsgjold eftir pvi sem vid 4.
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m. Tekjuskattur
Gjaldferdur tekjuskattur samanstendur af tekjuskatti til greidslu og frestudum tekjuskatti. Tekjuskattur til greidslu og
frestadur tekjuskattur er feerdur i rekstrarreikning nema pegar hann tengist lidum sem eru ferdir beint 4 eigid fé i yfirliti
um heildarafkomu.

Tekjuskattur til greidslu er tekjuskattur sem datlad er ad komi til greidslu 4 nasta ari vegna skattskylds hagnadar arsins,
midad vid gildandi skatthlutfall 4 uppgjérsdegi, auk leidréttinga 4 tekjuskatti til greidslu vegna fyrri ara.

Frestadur tekjuskattur er ferdur med efnahagsskuldbindingaradferdinni vegna timabundinna mismuna 4 bokfardu verdi
eigna og skulda i arsreikningnum annars vegar og skattverdi peirra hins vegar. Utreikningur 4 frestudum skatti byggir 4 pvi
skatthlutfalli sem vanst er ad verdi { gildi pegar timabundnir mismunir koma til med ad sndast vid, midad vid gildandi 16g
4 uppgjorsdegi. Skatteign og tekjuskattsskuldbindingu er jafnad saman ef til stadar er lagaleg heimild til ad jafna tekjuskatt
til greidslu 4 moti skatteign og paer heyra undir sému skattyfirvold.

Skatteign er ferd vegna yfirfaeranlegs skattalegs taps, skattafvilnana og fradrattarbzerra timabundinna mismuna ad pvi
marki sem liklegt er talid ad skattskyldur hagnadur verdi til radst6funar { framtidinni sem unnt verdur ad nyta eignina a
moti. Skatteignin er metin 4 hverjum uppgjorsdegi og lekkud ad pvi marki sem talid er liklegt ad hun nytist ekki.

n. Rikisstyrkir (styrkir fra Evropusambandinu innifaldir)
Opinberir styrkir tengdir eignum eru upphaflega ferdir sem frestadar tekjur 4 gangvirdi ef pad er nzegjanleg vissa fyrir pvi
a0 peir verdi métteknir og ad félagid muni uppfylla skilyrdi tengd styrkveitingu. Peir eru sidan fardir i rekstrarreikning
sem adrar tekjur 4 kerfisbundinn hatt 4 liftima vidkomandi eignat.

Styrkir sem atladir er til a0 mata kostnadi sem fellur 4 félagid eru fardir i rekstrarreikning 4 kerfisbundinn hatt 4 sama
timabili og tengdur kostnadur er ferdur.

p- Starfspattayfirlit
Starfspattur er eining innan félagsins sem vidhefur starfsemi sem getur aflad tekna og stofnad til utgjalda, p.m.t. tekjur og
gjold vegna vidskipta vid adrar rekstareiningar félagsins. Afkoma starfspatta, sem adskildar fjarhagsupplysingar eru
faanlegar fyrir, eru reglulega skodadar af stjornendum félagsins til pess ad taka akvardanir um uthlutun audlinda til
starfspattarins og vid mat 4 arangri hans.

q. Nyir reikningsskilastadlar og tulkanir
Nokkrir nyir alpjédlegir reikningsskilastadlar gilda um fjarhagsar sem hefjast 1. jantar 2019 eda sidar og er heimilt er ad
beita fyrir gildistoku peirra. Félagid hefur hins vegar ekki innleitt nyja eda breytta reikningsskilastadla fyrir gildistima vid
gerd pessara reikningsskila.

Ekki er buist vid ad eftirfarandi breytingar 4 st6dlum og tilkunum muni hafa veruleg 4hrif 4 reikningsskil félagsins. Peir
nyju stadlar sem geta haft dhrif 4 reikningsskil félagsins eru tilgreindir hér 4 eftir:

— Breytingar 4 tilvisunum til hugtakaramma alpjédlegra reikningsskilastadla.

— Skilgreiningu a fyrirtaki (breyting 4 IFRS 3).

— Skilgreining 4 mikilvaegi (breytingar 4 IAS 1 og IAS 8).
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5. Starfspattayfirlit
Félagid er med prja starfspeetti sem lyst er hér 4 eftir:

Orkuframleidsla

Framleidsla og sala 4 raforku, heitu vatni og jardhitavokva.

Raforkusala

Kaup og sala 4 raforku til annarra notenda en st6ridju og raforkufyrirtekja.

Annad

Sala 4 pjonustu, leiga 4 husnzdi og tekjum og 6nnur sala.

2019 Orku- Raforku- Annad Samtals
framleidsla sala
Ytri tekjur ... 3.029.969 5.572.608 251.774 8.854.350
Innri tekjur 2.634.952 0 0 2.634.952
Heildartekjur starfSPAtta ......ocvcvvcveieierienerreincreieininnns 5.664.921 5.572.608 251.774 11.489.302
Rekstrarafkoma starfSpatta .......ccceeevevvecrenecrrenicnninenen 74.452 680.108 171.830 926.390
Oskiptir 1idir
ANNAL LERSTTATKOSTNADUL ...uvuieiiiiciciciiiicice ittt sttt sseanen (1.967.110)
Rannsoknar 0g prounarkOStNAOUL ...........evuiveiriniiiieie st (277.094)
Hrein fArmagnsgiold ......cciiciieiiiciicct ettt s (975.043)
Hlutdeild 1 hagnadi hlutdeildarfélaga ..o s 11.651.726
Tekjuskattur .....cccevvevviviiiinriciciinens 458.571
Hagnadur arsins 9.817.440
Eignit StarfSPAtta c..ceveeveceeiiieieirciceeccnceaes 50.670.639 4.234 0 50.674.873
OSKIPEAL @IGIL ©1vvvrvvvvveveseeeeevesessseeeseesssssses s sessssese s sssss s sssssssss s ssssss s sesssssses s sssss s sssssssnsesssssssssesessssnns 6.505.403
EAGNIL SAMLALS «.voviviciiiiititct et 57.180.276
OSKIPAL SKULIE 1vvvvvviiiresseeeevevsesssssssee s sssssssssssssssssse s sssss s st st 20.684.164
FJALfEStAGAL woovriveiieiiciiiieicic i 6.737.932 0 0 6.737.932
Oskiptar fAITESUNGAL ....evvvvereneeeeeeseeeeesesesesesseeessrons 42.313
AFSKLITHL o 3.169.289 1.401 0 3.170.689
OSKIPtar afSKEIHL .vvvevrervvvveeceseeeeveeeeseeeseessees s eeesssesens 47.666
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2018 Orku- Raforku- Annad Samtals
framleidsla sala
Y ECRJUL oot enecenaes 3.034.398 5.752.024 110.053 8.896.475
Innfi tekjut cooceeevcvcieenee 2.383.739 0 0 2.383.739
Heildartekjur starfSPAtta ......ocvevcvvieierienerreincreieininnns 5.418.137 5.752.024 110.053 11.280.214
Rekstrarafkoma StatfSPatta ...c.evevvevvvevvcircierinireiniiennens 1.321.279 854.604 15.402 2.191.285
Oskiptir 1idir
ANNAL TEKSTIATKOSTNAOUL .ecviniiiieicitriiciiei ettt et bbbt ssas (621.198)
Rannséknar 0g prounarkOStNAOUL ..........cvuiveiriniiieiiiic ittt (152.570)
Hrein fArmagnsgiold ......cciiciiciiciicctit ettt s (2.741.643)
Hlutdeild 1 hagnadi hlutdeildarfElaga ........ccoieiviiciiiciniiieiicecicee et essne 986.989
TERJUSKALLUL ..ottt e 264.826

Tap arsins

. . 47.564.592 5.634 0
OSKIPEAL @IGIL +1vvvrvvvvvevveseeeevvvessseeessessssssses s sessseessessssssssss s sssssss s ssssss s sessssssses s sssssess e ssssssssnsessssssseeesessssnns

Eignir starfspatta .....

EAGNIL SAMLALS «.voviviiiiiitt s
OSKIPAL SKULIE 1ovvvvvimiieeeseeeevessesssssssse s sssssssssssssssssse bbb sssss s ssssss s st
FJArfestingar ..o 3.102.143 0 0
OSKiptar GAFESHNGAL coovvrrververvvvvevevversssssssesenenssssssssssens

AFSKLITHL o 1.697.093 747 0
OSKIPLar afSKEIFHL .vvvvrnervvevercese e ssees s sessssesens

6. Mikilvaegir vidskiptavinir (vidskiptavinir sem skapa meira en 10% af heildartekjum)

. (72.312)

47.570.226
10.167.777

57.738.004

17.111.188

3.102.143
43.831
1.753.358
43.888

Tekjur af premur vidskiptavinum eru yfir 10% af heildartekjum. Tekjur frd staersta vidskiptavin orkuframleidslu ndmu
1.773 millj. kr. (2018: 1.754 millj. kr.) og tekjur fra stersta vidskiptavin orkus6lu namu 1.301 millj. kr. (2018: 1.028 mill;.

kt.).

Tekjur frd HS Veitum hf. greinast pannig:

Orku- Rafmagns- Annad
framleidsla sala
Tekjur 2019 .o 841.719 413.338 0
Tekjur 2018 ... 841.988 416.750 1.229

Samtals

1.255.057
1.259.968

Fjarhadir eru { pusundum kréna
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7. Framleidslukostnadur og kostnadarverd solu 2019 2018
FramleiosluKOStNAOUL ..o 5.589.902 4.096.859
Kostnadarverd solu ... 2.257.547 2.513.682
Kostnadarverd PJONUSTU ...t s 80.511 94.651

7.927.960 6.705.190
Framleidslukostnadur og kostnadarverd solu greinist pannig eftir edli kostnadar:

2019 2018
Laun og launatengd @IOId .........covieivininirieiiicieiciitieee et 793.594 644.205
AFSKIIFIE oot 2.338.549 1.753.358
VIPOISTTINUN ¥ oottt 832.140 0
OLKUKAUD et 2.067.159 2.403.446
OtKUFIUAINZUL 1. 495.262 456.096
Vidhald 0g annar KOSHNAUL .....ccuviiieiiiieciiieiicie ettt sensene 1.401.256 1.448.084

7.927.960 6.705.190

8. Annar rekstrarkostnadur

2019 2018
Laun og launatengd @IOId .........cvieininiieiriciiiicieicteeieeetieie et 381.819 325.284
Hakkun lifeyrisskuldbindingar ..o 19.569 19.410
StHOLNUNATKOSLNADUL ..ottt ettt enanaen 373.273 234.738
ANNAL KOSTNAOUL ..ot 240.640 0
Virdisryrnun HEeyriseignar * ... 906.592 0
AFSKIIFHE covviieiiic st 45.216 41.766

1.967.110 621.198
* Sja skyringu 22

9. Rannsoknar- og prounarkostnadur 2019 2018
Laun og launatengd @IOId .........covieiniriieiiiciiicieiiciitieieeeietiee et 67.049 72.751
Rannsoknar og prounarverkefni ... 242.447 129.473
EVIOPUSLYIKIL oottt (34.853) (51.775)
ALSKIIFHE 1o 2.451 2.121

277.094 152.570

Greint er nanar fra styrkjum til rannsékna { skyringu 35.

Fjarhadir eru { pusundum kréna
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10. Laun og launatengd gjold

Framlag { idgjaldatengda HfeyrissjOoi ..o

Hakkun lifeyrisskuldbindingar .......
Onnur launatengd gjold ...................

Medalfjoldi starfsmanna umreiknadur { heilsArsStore ...,

Laun og launatengd gj6ld, ad medtalinni hakkun lifeyrisskuldbindingar, skiptast pannig:

Eignfert 4 framkvemdir .................

Framleidslukostnadur og kostnadarverd sOIU ...

Rannsoéknar- og préunarkostnadur
Annar rekstrarkostnadur ...............
Fart medal annarrar heildarafkomu

2019 2018
1.121.127 878.636
147.684 116.737
53.066 62.703
117.613 96.624
1.439.490 1.154.700
71 63
2019 2018

143.962 49.758
793.594 644.205
67.049 72.751
401.389 344.694
33.496 43.293
1.439.490 1.154.700

Launakjor vegna starfsloka fyrrverandi forstjora og lykilstarfsmanna ad fjarhad 97 millj. kr. eru gjaldfeerd 4 arinu 2019.
Laun stjérnar og framkvaemdastjérnar namu 67 millj. kr. 2019 (2018: 58 millj. kr.).

11. Poéknun til endurskodenda

boknun til endurskodenda samsteedunnar a arinu 2019 nam 22,3 millj. kr. (2018: 17,2 millj. kr.) par af 13,3 millj. kr. (2018:

12,8 millj. kr.) vegna endurskodunar érsreiknings og kénnunar arshlutareikninga. Onnur pjénusta sem keypt var af

KPMG nam 9,0 millj. kr. 4 arinu 20

12.  Afskriftir og virdisryrnun

Afskriftir og virdisryrnun greinast p:

19 (2018: 4,4 millj. kr.).

annig:

Afskriftir rekstarfjarmuna, sbr. skfringu 15 ...

Virdisryrnun rekstrarfjarmuna { byggingu, sbr. skyringu 16 ..o

Afskriftir defnislegra eigna, sbr. skyringu 17 ..o

Afskriftir skiptast pannig:

Framleidslukostnadur og kostnadarverd sOIU ...

Annar rekstrarkostnadur ..................
Rannsoéknar- og préunarkostnadur

sreikningur HS Orku hf. 2019

2019 2018
2.377.376 1.788.260
832.140 0
8.840 8.987
3.218.356 1.797.246
3.170.689 1.753.358
45.216 41.766
2.451 2.121
3.218.356 1.797.246

Fjarhadir eru { pusundum kréna
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13. Fjarmunatekjur og fjarmagnsgjold

Fjarmunatekjur og fjarmagnsgjold greinast pannig:

Fjarmunatekjur
2019 2018
Vaxtatekjur af 1anum 0g KIGfUm ... 19.302 88.713
19.302 88.713
Fjarmagnsgjold
VAKEAGIOLA oot (314.133) (245.583)
Fyrirframgreitt uppgreioslugjald langtimalans ... (350.000) 0
(664.133) (245.583)
GEAZISTAD wevrivrieeienieieeiii et st s s st st (83.202) (399.949)
Gangvirdisbreyting innbyggdra afleida { raforkusSlusamningu ......c.eeceeeeevevrieeernerierriennnne (247.010) (2.184.824)
(975.043) (2.741.644)
Eignferdir vextit namu 5,09% (2018: 3,60%0) ....c.cvururmiviimeieiiniiiieiiieieissieiaessisesasiessesens 215.957 27.656

14. Tekjuskattur

Tekjuskattur { rekstrarreikningi greinist pannig:

2019 2018

Uppruni og bakfersla timabunding mismunar...........ccciiens 458.571 506.681
Skattur til greidslu 0 (241.855)

458.571 264.826
Virkt skatthlutfall greinist pannig: 2019 2018
(Tap) hagnadur ALSINS......c.ccuiiiiiiiiiicii s 9.817.440 (72.313)
TERJUSKALLUL. ..ot (458.571) (264.8206)
Hagnadur (tap) arsins fyrir tekjuskatt. ..o 9.358.868 (337.139)

2019 2018

Tekjuskattur skv. gildandi skatthlutfalli ..........cc.c....... (1.871.774) 20,0% 67.428 20,0%
Ahrif hlutdeildarfélaga ......evvvvveveevennessesssnnnnnneneee 2.330.345 -24,9% 197.398 58,6%
Virkt tekjuskattshlutfall ..........ccoocvevivinineneininininnnes 458.571 -4,9% 264.826 78,6%
Tekjuskattur ferour medal annarrar heildarafkomu greinist pannig: 2019 2018
Tekjuskattur af endurmati rekstrarfjaArmuna .......c.ccceeeeveciecininieeennnes 0 1.400.000
Tekjuskattur af lidum sem aldrei verda endurflokkadir { rekstrarreikning (6.699) (8.659)
Tekjuskattur ferour medal annarrar heildarafkomu ... (6.699) 1.391.341

Fjarhadir eru { pusundum kréna
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15. Rekstrarfjarmunir
Endurmat rekstrarfjarmuna

Orkuver félagsins { Svartsengi og 4 Reykjanesi voru endurmetin til gangvirdis 31. desember 2018. Endurmatid nam 7.000

millj. kr. Utreikningurinn var framkvemdur af starfsménnum fjarmaladeildar HS Orku. Adrar eignir voru endurmetnar 4

gangvirdi 1. janvar 2008.

Adrir
rekstrar-

Orkuver fjarmunir Samtals
Kostnadarverd
Stada 1. jandar 2018 ... 39.602.699 2.021.396 41.624.095
VIODZIUL A AL covieiiieieieieirieiririrc ettt et eenens 1.284.666 85.517 1.370.183
Endurmat 31. desember 2018 .....c.couvivirrivirniiieieieieieinerrere e 7.000.000 0 7.000.000
JOfnuN afsKEifta ..o (7.394.2406) 0 (7.394.2406)
Selt O AfIAGE ....vvviiiiii s (51.635) (51.635)
Stada 31. desember 2018 .....ccveiriiiirrrrereeeetee e 40.493.119 2.055.278 42.548.397
VIODZIUL A AL couiviiiieieieirieiisr ettt s et nens 1.978.257 73.706 2.051.963
Flutt fra fyrirframgreiddri leigu og nytingartéttl ....owevrecereecrenrierennenenne 543.513 0 543.513
LEIGUEIZNIL .ttt et 106.717 0 106.717
Selt O AfIAGE ....vvviiiiic s 0 (7.358) (7.358)
Stada 31. desember 2019 ..o e 43.121.605 2.121.626 45.243.231
Afskriftir
Stada 1. jandar 2018 ... 5.687.013 201.284 5.888.297
ALSKEIFHE ALSINS wueuivivieieieieirieiriririre sttt ettt sttt sttt besessseens 1.707.233 81.027 1.788.260
Selt O AfIAGE ..oveviiiiii s 0 (40.005) (40.005)
JOfnuN afsKEifta ..o (7.394.2406) 0 (7.394.2406)
Stada 31. desember 2018 .....ccvueiriiiinrrrereeeetee e 0 242.305 242.305
ALSKEIFHL ALSINS wueuevieieieieieirieinirirere sttt ettt sttt st esesebesessseens 2.288.856 88.520 2.377.376
Selt O AfIAGE ....cvvviiiiiic s 0 (3.988) (3.988)
Stada 31. desember 2019 ..ot e 2.288.856 326.837 2.615.693
Bokfert verd
Bokfert verd 1. jantar 2018 ..o 33.915.686 1.820.112 35.735.798
Bokfert verd 31. desember 2018 ..o 40.493.119 1.812.973 42.306.092
Bokfert verd 31. desember 2019 ... 40.832.749 1.794.789 42.627.538
Bokfert verd an endurmats
1. Jandar 2018 ..ot s 24.384.190 1.754.672 26.138.862
371, desember 2018 ..ot 24.513.482 1.749.689 26.263.171
371, desember 2019 .o 25.317.211 1.737.033 27.054.243
ALSKEFArhIULEOL ..ot 2-5% 5-20%

Adrir rekstrarfjarmunir innihalda land og byggingar ad bokferdu virdi 1.273 millj. kr. (2018: 1.284 millj. kr.).

Fasteignamat og vatryggingarverd

Fasteignamat bygginga félagsins nam 3.724 millj. kr. { arslok 2019 (201: 3.257 millj. kr.) og fasteignamat lands nam 2.323
millj. kr. (2018: 2.142 millj. kr.). Vatryggingafjarhad eigna félagsins nam 51.747 millj. kr. (2018: 44.851 millj. kr.).

Vedsetning eigna

Virkjanir félagsins 4 Reykjanesi og { Svartsengi eru vedsettar til tryggingar bankalanum ad fjarhzd 10.972 millj. kr. (2018:

7.928 millj. kr.).

sreikningur HS Orku hf. 2019

Fjarhadir eru { pusundum kréna

26



Skyringar

16. Rekstrarfjarmunir i byggingu

Rekstrarfjarmunir { byggingu greinast pannig:

Bokfart verd 1. jantar 2018 .......cooviiiiiiii s 3.880.878
VIODRIUL & AFINU 1.vuviiiiiiiiciiictc bbb 1.465.444
Boktaert verd 31. desember 2018 ...ttt e 5.346.323
VIODRIUL & AFINU 1.vuviiiiiiiiciiici e 4.704.376
Flutt 4 rekstarvorubirgoir ... (1.109.457)
VIEOISITIIIUDN c.eviviiviieiieisiieseecie sttt esetae ettt sttt bbbt bbbttt bbb s e nst b nseae (832.140)
Boktaert verd 31. desember 2019 ...ttt e 8.109.102

Rekstrarfjarmunir { byggingu er eignfaerdur kostnadur tengdur Braarvirkjun og einingu 4 4 Reykjanesi.

A arinu 2019 endurskodudu stjérnendur notkun 4 hverfli 3 og { kjélfarid var dkvedid ad flytja rafalinn og eimsvalann, ad
fjarhaed 1.009 millj. kr., 4 einingu 4 4 Reykjanesi. Gufuhverfillinn og aukahlutir ad fjarhed 1.109 millj. kr. voru faerdir 4
rekstrarvorubirgdir og verda notadir i Svartsengi eda Eldvorpum. Virdisryrnun vegna annarra aukahluta og
hénnunarvinnu ad fjarthad 832 millj. kr. var fard { arslok 2019.

Visbendingar um virdisryrnun

Rekstrarfjarmunir { byggingu tengdir Braarvirkjun voru préfadir med tilliti til virdisryrnunar midad vid 31. desember 2019
med pvi ad dkvarda endurheimtanlega fjarhed peirra. Ekki voru merki um virdisryrnun. Virdistyrnunarpr6fid er byggt a
morgum forsendum, par 4 medal um timasetningu verkefnisins, forsendna um verd og markadsadstedur, videigandi
avoxtunarkrofu og fjarmognun verkefnisins, sem kunna ad hafa dhrif 4 endurheimtanlegt virdi eignanna.

17. Oefnislegar eignir

Préunar-

Hugbunadur kostnadur Samtals
Kostnadarverd
Stada 1. jandar 2018 ... 373.235 1.276.582 1.649.817
VIODZUL A ALINU 1.vveieeceeecereeeieteeist e st ss s s esees 4.965 195.526 200.491
Stada 31. desember 2018 .....oovvieerreireieereres e 378.200 1.472.108 1.850.308
VIODZUL A ALINU 1evveieeereceeee ettt ese st s senesees 0 23.907 23.907
Stada 31. desember 2019 ..ot 378.199 1.496.015 1.874.215
Afskriftir
Stada 1. jantar 2018 290.793 146.241 437.034
ASSKIITE ALSINS 1ovevevrieiiieescsreeseeteiesetessessstse s ssasssssssssesesesesessessesssssessssssssses 8.987 0 8.987
Stada 31. desember 2018 .....ooviiverreieeieereeres e 299.780 146.241 446.021
AFSKIITE ALSINS 1ovevevrieiriiiescseeeeeeeiessessisssese s ssessssssssesesesesesssssesssssesssssssssnes 8.840 0 8.840
Stada 31. desember 2019 ..o 308.620 146.241 454.861
Bokfert verd
Bokfert verd 31. desember 2018 ... 78.420 1.325.867 1.404.287
Bokfert verd 31. desember 2019 ..o 69.579 1.349.774 1.419.355
AFSKETTAThIUEON] .ottt eaes 10-25%

Fjarhadir eru { pusundum kréna
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17. Oefnislegar eignir, frh.

Virdisryrnunarprof

bréunarkostnadur samanstendur af kostnadi vegna tilraunaborana vid Trolladyngju, Krysuvik og Eldvorp og
undirbunings virkjunar vid Hvald. Videigandi kostnadur er eignferdur ad pvi marki sem talid er ad mogulegur
framti®arhagnadur muni vega upp kostnadinn vid fjarfestinguna. HS Orka hf. hefur fengid rannséknarleyfi fyrir pessi
svedi og samkvaemt stjérnendum eru nidurstédur greininga jakvaedar. Ef 1jost pykir ad prounarkostnadur verdi ekki
nyttur af félaginu til tekjusképunar gjaldferist hann sem virdisryrnun. Stjérnendur hafa stadfest ad framangreind verkefni
eru framkvemanleg og a0 pau muni ad éllum likindum skapa framtidartekjur. Arlegt mat 4 visbendingum um virdisryrnun
fér fram { arslok 2019 og er vent ardsemi verkefnanna umfram eignfaerdan kostnad.

Trolladyngja

A arinu 2012 sampykkt Alpingi Islendinga Rammaaztlun 11, sem flokkar niverandi virkjanakosti vatnsafls og jardvarma i
prja flokka: Verndarflokk, bidflokk og nytingarflokk. Trolladyngjusvadid er flokkad i bidflokk sem pyodir ad frekari
upplysinga, rannsokna og gagna er éskad. Bokfert virdi framkvemda vid Trolladyngju i arslok 2019 var 683 millj. kr.
(2018: 683 millj. kt.).

18. Eignarhlutir i hlutdeildarfélogum

Eignarhlutir { hlutdeildarfélégum greinast pannig:
Bokfart verd Bokfart verd

Eignarhlutur 31.12.2019 Eignarhlutur 31.12.2018

Hlutir i hlutdeildarfélégum

Blda LOnid hf. oo 0,00% 0 30,00% 3.272.476
DMM lausnir €hf. ..o 27,20% 16.960 27,20% 18.359
Sudurorka ehf. ... 50,00% 0 50,00% 239.638
Heimsping 2020 ehf, Iceland ........cccoovvrvvvireincininnnnnes 33,00% 200 33,00% 200
HS Orkurannsknir ehf. ......coovvvviivinriniecnincieennnes 100,00% 500 100,00% 500
VESTUIVELK 1ottt 80,47% 595.384 70,59% 420.384
613.044 3.951.555
2019 2018
Stada { UPPhAfl ALS ..o s 3.951.556 3.275.236
Hlutdeild { hagnadi ......cuiveciieiiiciiicicc s saseses 99.097 986.989
Ahrif ttgreidslu hlutabréfa i BIAa LOMNU covvvvvveveeevereeeeee e 11.278.629 0
byodingarmunur endurflokkadur { rekstrarteikNing .......c.ocevcuvcerieincenceeeccnencreree e 274.000 0
11.651.726 986.989
DYOINZAMUNUL ..ot 129.547 186.005
byoingarmunur endurflokkadur { rekStrarreikNing .........coceeereeceneereeecnereeerereeeeseeeeenenees (274.000) 0
(144.453) 186.005
VIODREUL & ALIIU covvvviieririiiiiis i es 175.000 111.101
ALOUL oot s (2.428) (607.775)
Laekkun hlutafjar, greitt med hlutabréfum { Blda LONInu ......c.ccoveiceceriecvcrincreesceccnens (15.018.357) 0
Sta0a T ALSIOK wovviiviicii s 613.044 3.951.556

Afkoma Heimspings ehf. er ekki fard medal hlutdeildar i hlutdeildarfélégum.

i mai 2019 var eignarhlut félagsins { Blda Loéninu tuthlutad til hluthafa. Uthlutun var framkvemd 2 gangvirdi
hlutabréfanna. Vid mat 4 gangvirdi bréfanna notadist félagio vid nyleg vidskipti med bréf Blaa Loénsins sem viomid. A
hluthafafundi pann 24. mai 2019 var sampykkt tillaga stjérnar félagsins um greidslu til hluthafa ad fjarhed USD
122.379.050, sem jafngildir 15.018 millj. kr. med athendingu allra hluta félagsins i Blda Loéninu, ad nafnvirdi 264.386.580
kr. Pessi vioskipti leiddu af sér 11.279 millj. kr. hagnad sem fardur var { rekstrarreikningi.

Fjarhadir eru { pusundum kréna
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19. Fjarfestingar i 6drum félogum

Boékfert verd Boékfert verd
Eignarhlutur 31.12.2019 Eignarhlutur 31.12.2018

TS Y 10,20% 17.500 10,20% 17.500
Tslensk NYOrka hf. w.ooooooooeeeeeeeseeeseee e 8,10% 9.575 8,10% 9.575
27.075 27.075

20. Innbyggodar afleidur i raforkusolusamningum

A arinu 2004 gerdi félagid samning vid Norduril um sélu 4 raforku til 4rsins 2026. Félagid gerdi 4 arinu 1999 samning vid
Landsvirkjun um sélu 4 raforku til arsins 2019. Samningarnir eru { bandarikjadollurum og eru tengdir vid dlverd.

Raforkuso6lusamningar félagsins til langs tima fela { sér innbyggdar afleidur par sem tekjur af peim eru hadar breytingum a
alverdi { framtidinni.

Vid mat 4 virdi innbyggdra afleida er beitt vidurkenndum matsadferdum par sem markadsverd liggur ekki fyrir. Gangvirdi
samninganna er reiknad midad vid framvirkt verd 4 4li. Vant navirdi greidslufledis 4 uppgjorsdegi er reiknad midad vid
skrad framvirkt verd 4 4li hji London Metal Exchange (LME) yfir liftima samningsins. Aztlad nivirdi sj6dstreymis
samninganna 4 samningsdegi er dregid fra pessu verdi byggt 4 forsendum um alverd sem notadar eru vid
samningsgerdina. Mismunurinn er gangvirdisbreyting afleidunnar sem ferd er i rekstrarreikning. Gert er rad fyrir ad
innbyggdar afleidur { raforkusélusamningum séu verdlausar 4 upphafsdegi samninga.

Vid utreikning nuvirdis notar félagid ndverandi vaxtakdrfu vaxtalausra bandariskra rikisverobréfa ad vidbattu
moétadilaalagi sem reiknad er 4 grundvelli lansheafis métadila.

Gangyvirdi innbyggdra afleida greinist pannig: 2019 2018

Gangyvirdi innbyggdra afleida 1. jandar (1.542.022) 642.802
Breyting 4 GANGVILOL ..o e (247.010 (2.184.824)
Gangyvirdi innbyggdra afleida 31. deSembEr ......c.ccocicuciririciniecce s (1.789.032) (1.542.021)
Vextir vid mat 4 gangvirdi innbygg0ra afleida er eftirfarandi: ..o 2,44%-3,05%  3.68%-4.51%

Visad er til skyringar 30 um nemni alverds og vaxta.

21. Fyrirframgreidd leiga og nytingarréttur

Fyrirframgreidd leiga og nytingarréttur eru ferd til bokar sem rekstrarfjarmunir, sja skyringar 4 og 15.

Fjarhadir eru { pusundum kréna
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22. Langtimakrofur

Breytingar 4 langtimakréfum 4 HS Veitur hf. eru eftirfarandi: 31.12.2019 31.12.2018
Langtimakrafa 4 HS Veitur vegna lifeyrisskuldbindinga 1.1. ..o 833.284 742.561
Hlutdeild HS Veitna { heekkun lifeyrisskuldbindinga 76.453 94.953
Innheimt frd HS VEItum ..o ssssssenns (3.145) (4.230)
VILOISTTIIIUIN 1.ttt bbb bbb bbb bbb (906.592) 0
0 833.284

I febrtar 2016 sendi 16gfredingur HS Orku bréf il HS Veitna hf. par sem krafist var fullrar endurgreidslu 4 langtimakréfu
tengdri lifeyrisskuldbindingu. Var pad gert i kjolfar uppsagnar HS Veitna 4 samkomulagi um greidslur
lifeyriskuldbindingar sem send var 31. desember 2015. Félogin h6fdu 4 arinu 2011 gert samkomulag um hlutdeild HS
Veitna og telur HS Orka ad krafa félagsins 4 grundvelli samkomulagsins sé gild. Samningavidredur baru ekki arangur og
var malinu visad til démstéla. Malflutningur fyrir héradsdémi atti sér stad { mars 2018 og féll démur 17. april 2018 par
sem fallist var 4 allar kr6fur HS Orku og samkomulagid metid gilt. HS Veitur afryjudu nidurst6dunni og var malid tekid
fyrir hja Landsrétti par sem Landsréttur sneri dkvordun héradsdéms vid og demdi samkomulagiod 6gilt pann 8. mars 2019.
Pann 5. april 2019 sendi HS Orka inn beidni tl Hastaréttar um 4frjjun 4 déomi Landsréttar { mali nr. 409/2018. bann 6.
maif 2019 gaf Heastiréttur HS Orku leyfi til ad afryja malinu og malflutningur fyrir Heestarétti for fram 31. oktober 2019.
bann 20. névember 2019 stadfesti Heastiréttur dém Landsréttar med peim rékum ad samkomulagid fra 2011 um skiptingu
hekkunar a lifeyrisskuldbindingum veeri andstaett skiptingu Hitaveitu Sudurnesja hf. 4 arinu 2008 og bryti { bdga vid l6g
nr. 2/1995 um hlutafélsg, Samkomulagid var pvi demt 6gilt. I samremi vid alpjodlega reikningsskilastadla var
virdisryrnun langtimakréfu ad fjarhed 909 millj. kr. vegna sameiginlegrar lifeyrisskuldbindingar HS Orku og HS Veitna
pvi feerd i lok ars 2019.

23. Vidskiptakrofur og adrar skammtimakrofur

Vidskiptakréfur og adrar skammtimakréfur greinast pannig:
31.12.2019 31.12.2018

VIOSKIPTAKIOTUL ettt ettt bbbt 1.250.546 1.299.180
Nidurfersla vidskiptakrafna .. (75.767) (26.830)
VidskiptaktGfur SAMLALS .....vveevicveiinieieeieeicie e s 1.174.780 1.272.351
Adrar SkamMMEMAKIOTUL .vviveiiieirieiririric ettt s b sesens 267.596 137.316
1.442.375 1.409.666

24. Handbeert fé

Handbert fé greinist pannig:
31.12.2019 31.12.2018

Obundnar bAnKAINNISTIOUL «........veeeveeeeeeeeseseseeeseseeseseeeess e sesessssseesssssesssssessssessssssessssresessnens 974.573 1.085.286

Greint er frd vaxtaahattu félagsins og nemnigtreiningu vegna fjareigna og fjarskulda i skyringu 30.
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25. Eigid fé

Utgefid hlutafé
Utgefid hlutafé Hlutfall Samtals

Utistandandi hIutit { 45SI0K weveeeveeneeeeeeeeeeeeeeeeeeseeeseseeseseesessesessesssenes 4.092 100% 4.092

Heildarhlutafé félagsins samkvemt sampykktum pess er 4,1 millj. kr. (2018: 7.841 millj. kr.). Eitt atkvaedi fylgir hverjum
einnar kronu hluta i félaginu, auk réttar til ardgreioslu. Allt hlutafé félagsins hefur verid greitt.

A hluthafafundi pann 24. mai 2019 var sampykkt tillaga fra stjorn félagsins, byggd 4 149. gr. laga um hlutafélég nr.
2/1995, um lekkun hlutafjar. Hlutafé félagsins var lekkad a0 nafnvirdi um 7.837.124.941 kr. med greidslu til hluthafa skv.
2. tolulid 2. mgr. 51. gr. laga um hlutafélog nr. 2/1995. i kjolfar lekkunarinnar nam hlutafé félagsins 4.000.000 kr. ad
nafnvirdi. Sidan var tillaga stjornar um greidslu til hluthafa ad upphed USD 122.379.050 sampykkt, sem samsvarar 15.018
m.kr., med afhendingu hlutbréfa { Blaa Loninu hf. ad nafnvirdi 264.386.580 kr.

A hluthafafundi sem haldinn var 31. oktéber 2019 var akvedid ad auka hlutafé félagsins um 91.960 kr., ur 4.000.000 kr. {
4.091.960 kr. ad nafnvirdi, med utgafu nyrra hlutabréfa. Hluthafar félagsins sampykktu ad kaupa nyju hlutabréfin,
hlutfalli vid hlutafjareign sina, gegn greidslu ad fjarhad 1.241.460.000 krénur.

Yfirverdsreikningur hlutafjar og logbundinn varasjodur

Yfirverdsreikningur hlutafjar synir pad sem hluthafar félagsins hafa greitt umfram nafnverd hlutafjar sem félagid hefur
selt. Samkvaemt 16gum um hlutafélég skal félagid binda 25% af nafnverdi hlutafjar i varasj6di sem ekki md nota til ad
greida hluth6fum ard.

pydingarmunur

bydingarmunar samanstendur af hlutdeild félagsins { gengismun sem verdur til vid pydingu reikningsskila
hlutdeildarfélaga yfir i islenskar krénur.

Bundinn hlutdeildarreikningur
Fra 1. jantar 2016 skulu félég faera sérstaklega hlutdeild { hagnadi déttur- og hlutdeildarfélaga sem er umfram moéttekinn
ard eda ard sem akvedinn hefur verid. Oheimilt er ad nota bundinn hlutdeildarreikning til ardgreidslna.

Endurmatsreikningur

Endurmatsteikningurinn samanstendur af endurmati rekstrarfjarmuna félagsins ad fradregnum tekjuskatti. Oheimilt er ad
radstafa endurmatsreikningi til hluthafa félagsins i formi ardgreidslna.

Ardur

Ardur athlutadur a arinu 2019 nam 0 kr. (2018: 440 millj. kr. greiddur ardur). Stjérn félagsins leggur til ad enginn ardur
verdi greiddur tl hluthafa 4 drinu 2020.
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26.

Vaxtaberandi skuldir

bessi skyring veitit upplysingar um samningsbundin lanskjor af lantokum félagsins, sem fardar eru 4 afskrifudu

kostnadarverdi. Skyring 30 inniheldur frekari upplysingar um vaxtaahattu, gjaldmidlaahattu og lausafjaraheettu.

2019 2018
Heildar vaxtaberandi skuldir 1. JaAnGar ..o 8.018.792 6.410.982
NY 1anGHMAIAN .o 0 1.390.427
Ny skammtImMalAn .....c.cveiviiiiii s 3.122.146 0
ALDOLGANIL ALSINS oueivieveiieiieieeieeies ettt et ettt bbb nsane (246.735) (280.737)
Breytingar tengdar fjArmognuNarsjOOStIEYIN . ..vueuvevecveuierieriereiieereiiieseieensestees s seseeseneaes 2.875.411 1.109.691
GEOGISIIUNUL «..uiiniiiiicieite ettt ettt e bbb bbbt bs s ensne 141.451 498.118
Uppgreidslugiald ..o s 350.000 0
Afallnit VeXtit 4 SKAMMEMALAN cvvvooerveereeeeeeeeeeeeeeeeeeseeereseeesesesesessesssseseessessassessasessreessseseserone 81.335 0
ADLAL DICYHNGAL wovvviveiviiiiiieiicrci st s s s ss s 572.786 498.118
Heildar vaxtaberandi skuldir 31. deSEmMDBEr ...c.cvciieieriiiieieriiirieiercee e 11.466.989 8.018.792
31.12.2019 31.12.2018
OVELDIYZED DANKAIAN ..vvvvreeevveeereee e sssssssse oo ssssss s sssssssssn e 169.130 199.869
Verdtryggd bankalan ... s 11.297.859 7.818.922
Vaxtaberandi skuldit SAMETALS .....ccuiieieieieiiieieeieeee ettt sene 11.466.989 8.018.792
Nsta ars afborganir 1angtimaskulda ........cvveecveicieiiiiiiiiniicececeeee e 8.108.713 289.638
Skammtimalan frd JANASTOFNUN c.ecveveviiieieieiiieereect ettt esebesens 3.189.146 0
Vaxtaberandi skammtimMaskuldit .......cecieievereriirinioieiiieeieecieeseees s ese e seennes 11.297.859 289.638
Vaxtaberandi langtimaskuldif ......ccccviiiiiininieniiieeeecceee s 169.130 7.729.154
Lan { etflendum gjaldmidlum 1.1-31.12.2019 1.1-31.12.2018
Lokagjalddagar Medalvextir Bokfert verd Medalvextir Bokfaert verd
Lan 1 EUR. oo 2020 3,67% 11.297.859 3,60% 7.818.922
11.297.859 7.818.922
Lan i {slenskum krénum:
ONNUL Ao 2031 5,14% 169.130 6,54% 199.869
169.130 199.869
Vaxtaberandi skuldit samtals........ccccvevieieeereiiieieiceeeeeee e 11.466.990 8.018.791
Afborganir langtimaskulda greinast pannig 4 nastu ar: 31.12.2019 31.12.2018
AL 202072019 oot seseeseeeesesseeseeseesess et ses e seses e s ese s sess e sess s esene 11.297.859 289.638
AL 2021/2020 ..vvvvvveeevverissessseneeeesssessssssssssssssse s sssssssssss s 15.375 290.869
AL 2022/2021 oot seeeesesseeseeseesess s se s ses s ses e s eseseasees e sess s esene 15.375 390.543
Arid 2023/2022 ... 15.375 7.010.603
AL 202472023 oo seeeesesseesees e ess st s e seses e s eseseasess e sess s esene 15.375 15.375
STOAL ittt sttt ettt ettt s bbbt sttt ekt s bttt e bbb et ese st e aeteseseesesesenean 107.631 21.765
11.466.989 8.018.792

Buist er vid ad langtimalan hjd Arion banka { arslok 2019 verdi uppgreidd 4 nastu t6lf manudum, og pvi eru pessi lan

flokkud sem skammtimalan. Lanin frd Arion banka voru uppgteidd ad fullu pann 27. febraar 2020.
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26. Vaxtaberandi skuldir, frh.

Fjarmognun

A arinu 2017 gerdi félagid lanasamning vid Arion banka upp 4 112 millj. evra. Adaltlgangur linsins var ad fjarmagna
byggingu 9,9 MW Bruarvirkjunar, borun og adra préun a Reykjanesi og endurfjarmagna utistandandi lan. Samningurinn
vid Arion banka var til 5 ira en med dkvadi um mogulega framlengingu til 18 ara. Vextir Arion lananna eru Euribor ad
vidbattu 3,15% alagi. 1anid er fert 4 afskrifudu kostnadarverdi og eru virkir vextir 3,67%. A arinu 2019 voru gerdar
breytingar 4 lanasamningnum sem félu pad { sér ad hofudstoll lansins var lekkadur nidur { 82,3 millj. evra, og innifalid {
pvi er lanalina ad fjairhed 25,0 millj. evra. Lanstimi lanalinunnar var 12 manudir med moguleika 4 pvi ad lengja hann {
figur 4r og vextir voru Euribor ad vidbettu 3,85% alagi. T febraar 2020 voru allar lanaskuldbindingar HS Orku vid) Arion
banka endurfjirmagnadar med linum fra fjérum evrépskum bonkum, sja nanar skyringu 36, atburdir eftir
reikningsskiladag.

27. Lifeyrisskuldbinding

1.1-31.12.2019  1.1-31.12.2018

Lifeyrisskuldbinding 1. jantar ...... 2.301.331 2.249.369
Framlag vegna lifeyrisgreidslna 4 AU ..o (79.294) (104.795)
DJONUSTUSKOSTNADUL w..voveieiiitiiie st 1.703 3.915
VaXtaKOSTNAGUL ..oucvieiiiiiiiciiii s s 17.866 44.610
Tryggingafredileg breyting, hlutur HS Orku ferdur { adra heildarafkomu 33.496 43.293
Tryggingafredileg breyting, hlutur HS Veitna ferdur { rekstrarreikning .... 79.597 64.939
Lifeyrisskuldbinding 31. desember ..o 2.354.700 2.301.331
Lifeyrisskuldbindingin greinist pannig:
Lifeyrissjodur starfsmanna riKiSins ... 1.156.537 1.108.831
Eftirlaunasjédur starfsmanna Hafnarfjardarkaupstadar .........c.eceeveeeveicinincciniicnniecnenenne 681.132 686.300
Lifeyrissjodur starfsmanna Vestmannaeyjab@jar ......coccccveevvivererniieieernineesseesseeensesenns 517.031 506.200
2.354.700 2.301.331

Samkvemt mati tryggingasterdfradinga namu afallnar lifeyrisskuldbindingar félagsins 2.355 millj. kr. { arslok 2019 (2018:
2.301 millj. kr.), navirt midad vid 2% vexti og ad teknu tilliti til hlutdeildar { hreinni eign lifeyrissjodanna. Forsendur um
lifslikur, danartidni og nuvirdingarhlutfall eru { samremi vid akvadi reglugerdar nr. 391/1998 um skyldutryggingu
lifeyrisréttinda og starfsemi lifeyrissjoda. Haekkun skuldbindingarinnar 4 arinu 2019 byggir 4 almennri hekkun launa, ad
teknu tilliti til vaxta.
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28. Tekjuskattsskuldbinding

Breyting tekjuskattsskuldbindingar félagsins greinist pannig: 2019 2018
Tekjuskattsskuldbinding { UPPhafl ALS .....ccccvirierriiieinieeiniieiieeeeeeeees s 3.196.201 2.311.540
Breytingar faerdar 1 rekStrarreikNing ...c.oicieeiiieiriciceciieree e (458.571) (264.8206)
Breytingar faerdar { a0ra heildarafkomu ... (6.699) 1.391.341

Skattur til GreidSIU v 0 (241.855)

Tekjuskattsskuldbinding { ArSIOK ......cccviiiiiiiiiiiiiiiii s 2.730.930 3.196.201

Tekjuskattsskuldbinding félagsins greinist pannig:

31.12.2019 31.12.2018

Rekstrarfjarmunir og éefnislegar eignir . 3.853.528 3.878.001
ASLEIOUL <ottt s (357.806) (308.404)
ReKStrarvOrubIrgOIr ....c.vuiiiiiiiiiiiciici s (7.482) 288
Vidskiptakréfur 0g adrar KIGFUL ... (15.153) 7.553
Langtimakro fur ... 0 166.657
LifeytissKuldbIndIng .....cccceveieiriiiiiiiniiie e ss s saes (470.940) (495.475)
Frestun gengisSmumnar .........c.civiiiiiiicc s s (37.757) (52.421)
Leiguskuldbinding ........ccciiiiiiiiiiiii s (20.398) 0
Uppsafnad skattale@t tap ....ccecevreeieinicieiieieieeictieseieiesesssesse et ssssese st ssaen (213.061) 0
2.730.930 3.196.201

Yfirfaeranlegt skattalegt tap er unnt ad nyta i 10 ar frd pvi pad myndast. Yfirfeeranlegt skattalegt tap { arslok nam 465 millj.
kr. og er nytanlegt til 2029. Stjérnendur hafa komist ad peirri nidurstédu, byggt 4 aetlunum sinum, ad fyrir hendi verdi
nzgjanlegur skattskyldur hagnadur { framtidinni til ad nyta hid yfirfeeranlega skattalega tap.

29. Vidskiptaskuldir og adrar skammtimaskuldir

Vioskiptaskuldir og adrar skammtimaskuldir greinast pannig:
31.12.2019 31.12.2018

ViIOSKIPASKULAIL couceieeieeieiiicii it saens 1.387.228 1.076.985
Adrar skammTMASKULAIL ..oovevevieiieieieicisiiieieeseeee ettt es et s et senenen 478.692 386.503
1.865.920 1.463.489

Greint er fra gjaldmidla- og lausafjarahattu vegna vidskiptaskulda og annarra skammtimaskulda i skyringu 30.
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30. Fjarmalagerningar

Yfirlit
DPxr fjarhagslegu ahaettur sem félagid byr vid eru lansahaetta, lausafjirahaetta og markadsihztta. Markadsahatta
samanstendur af vaxtadhzttu og gjaldmidlaahattu.

i pessari skyringu eru veittar upplysingar um framangreindar ahattur, markmid, stefnu og adferdir félagsins vid ad meta
og draga ur dhzttu, auk upplysinga um eiginfjarstyringu pess. A0 auki eru veittar tSlulegar upplysingar vidar i
arsreikningnum.

Skipulag styringar fjarmalalegrar ahaettu

Ah;tttust}'zring er framkvaemd af stjornendum félagsins { samraemi vid reglur sem stjorn félagsins sampykkir. Stjérnendur
greina, meta og styra fjarmalalegri dhettu { nainni samvinnu vid stjorn félagsins. Ahztttustjrring félagsins leggur dherslu ad
takast 4 vid Ofyrirsjdanleika fjarmalamarkada og leitast vid ad ligmarka moéguleg 6hagstaed 4hrif 4 afkomu félagsins.
Félagio tekur akvardanir um hvort nota eigi afleidusamninga til ad verjast vissri tegund ahaettu ef slikir samningar bj6dast.
Félagid beitir ekki ahaettuvérnum nema vegna hluta gjaldmidlaahattu par sem tekjur { dollurum eru notadar sem vorn
vegna lana { dollurum.

Lansahaetta
Lansahatta er haettan a fjarhagslegu tapi félagsins ef vidskiptavinur eda moétadili { fjarmalagerningi getur ekki stadid vid
umsamdar skuldbindingar sinar. Lansahatta félagsins er einkum vegna vidskiptakrafna.

Lansahatta félagsins redst helst af einkennum hvers og eins vidskiptavinar. Um 49% (2018: 45%) af tekjum félagsins
tengjast solu til tveggja starstu vidskiptavina pess. Vidskiptakréfur eru kréfur 4 vidskiptavini 1 smasolu, fyrirtaeki,
stérnotendur og orkufyrirtaki.

Félagid hefur sett utlinareglur par sem allir nyir stérir vidskiptavinir eru metnir. Greidslusaga pessara vidskiptavina er
konnud.

Flestir vidskiptavinir félagsins hafa att { draléngum vidskiptum vid pad og tapadar vidskiptakréfur hafa verid 6verulegar
sem hlutfall af veltu. Vid styringu lansdhzttu vegna vidskiptavina er medal annars horft til aldurs krafna og fjarhagsst6du
einstakra vidskiptavina. Innheimtustjori skodar reglulega télulegar upplysingar um aldur vidskiptakrafna. Vidskiptavinir
sem ekki standa { skilum geta ekki 4tt frekari vidskipti vid félagid nema greida nidur skuldir sinar eda innheimtudeild
félagsins sampykki frekari uttektir 4 grundvelli samkomulags.

Félagid ferir nidurferslu vegna virdisryrnunar sem endurspeglar vaent tap af vidskiptakréfum og 6d0rum
skammtimakréfum. Starstur hluti nidurferslunnar er sérstok tapsihztta tengd einstkum sterri stboum og einnig er
almenn nidurfersla ferd fyrir fél6g sem eru med samberilegar kréfur vegna taps sem hefur ordid en er ekki enn
greinanlegt. Almenna nidurfarslan er byggd 4 sogulegum gbégnum hvad vardar innheimtu samberilegra krafna.
Vidskiptakrafa er afskrifud pegar ljést er ad hin verdur ekki innheimt sem er yfirleitt vid beidni um gjaldprotaskipti
motadila.
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30. Fjarmalagerningar, frh.
Lansahaetta, frh.

Moégulegt tap vegna lansahaettu

Mesta mogulega tap félagsins vegna fjareigna er bokfart verd peirra, sem var eftirfarandi { arslok:

1.1-31.12.2019 1.1-31.12.2018

Langtimakro fur ... 0 833.284
Vidskiptakréfur og adrar skammtimakrofur ... 1.442.375 1.409.666
Bundnar bankainnstedur vegna ESB styrks ........cccocvviiiiiiiiiiicns 374.605 347.499
HAndbart £E ..ot 974.573 1.085.286

2.791.553 3.675.736

Mesta mogulega lansiahatta vidskiptakrafna, an tillits til virdisryrnunar, 4 reikningsskiladegi eftir vidskiptavinum var

eftirfarandi:
1.1-31.12.2019  1.1-31.12.2018
SEOLNOLENAUL «.vovviiitiitictctie ittt sa s 546.697 557.985
KrSfur & HS VEITUL oo essns 130.389 141.532
AL VIOSKIPLAVINIL ©.ooviieiiiiiiiciirictt s 573.461 599.663
1.250.546 1.299.180
Virdisryrnun
Aldursgreining vidskiptakrafna og nidurfersla 4 reikningsskiladegi voru eftirfarandi:
2019 2018
Brutté stada Virdistyrnun  Brattd stada Virdisryrnun
Ogjaldfallnat KEGFUL covvvveeeeeeeeeeeeeeeeeeeeeeeeeee e 1.162.744 12.104 1.248.468 991
Gjaldfallnar 0 - 30 daga ... 5.032 1.045 13.246 862
Gijaldfallnar 31 - 60 daga ... 2.453 707 8.438 845
Gjaldfallnar 61 - 90 daga .......ccccvevevcuvcuvccncnccceeaee 1.201 420 4.370 823
Gijaldfallnar eldri en 90 daga ... 79.115 61.490 24.658 23.310
1.250.546 75.767 1.299.180 26.830
2019 2018
ViIrOisryrnun 1. JANTAL ... s 26.830 26.830
Nidurfarsla vidskiptakrafna, aukning ... 53.563 7.799
Afskrifadar vidskiptakréfur ferdar ut ... (4.6206) (7.799)
Virdisryrnun 31, desember ... 75.767 26.830

Stér hluti lokast6dunnar { arslok 2019 er vegna eins vidskiptavinat.

Lausafjarahaetta

Lausafjarahatta er hattan 4 pvi ad félagid geti ekki stadid vid fjarhagsskuldbindingar sinar eftir pvi sem par gjaldfalla.
Félagio styrir lausafé 4 pann hatt ad tryggt sé, eins og hagt er, ad pad hafi alltaf naegt laust fé til a0 maeta skuldbindingum
sinum eftir pvi sem per gjaldfalla, hvort sem er undir venjulegum og évenjulegum kringumsteedum, an pess ad verda fyrir
basettanlegu tapi og fordast ad skada otdspor félagsins. I arslok 2019 atti félagid handbert fé og skammtimafjirfestingar
a0 fjarhed 1.349 millj. kr. (2018: 1.433 mill;. kr.).
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30. Fjarmalagerningar, frh.
Lausafjarahaetta, frh.
Mogulegt tap vegna lausafjarahzettu
Samningsbundnar greidslur vegna fjarskulda, par med taldar vaentanlegar vaxtagreidslur, greinast pannig:

31. desember 2019 Samningsbundid sj6dsfladi
Eftir Eftir
Innan ars 1-5ar meira en 5 ar Samtals

Vaxtaberandi skuldit™ .........cccoeeivieierieieeeeeeeeens 8.090.094 94.689 151.445 8.336.228
Skammtimaldn fra ldnastofnun .......cceeeeeeererereriennnn, 3.208.658 0 0 3.208.658
Leiguskuldbindingar ..........cocevcuieeccmnernecicrnceccnceneees 6.553 25.004 225.914 257.471
ESB StyLKUL oo 374.605 0 0 374.605
Vidskiptaskuldir og adrar skammtimaskuldir .............. 1.865.920 0 0 1.865.920

13.545.831 119.693 377.360 14.042.883

*Lan fra Arion banka er feert byggt 4 vantu sjédstreymi, sja skyringu 26

Mogulegt tap vegna lausafjarahzettu

31. desember 2018 Samningsbundid sj6dsfladi
Eftir Eftir
Innan ars 1-5ar meira en 5 ar Samtals
Vaxtaberandi skuldif ..o 518.846 8.192.611 153.991 8.865.448
ESB Styrkus ..o 347.499 0 0 347.499
Vidskiptaskuldir og adrar skammtimaskuldir .............. 1.472.836 0 0 1.472.836

2.339.182 8.192.611 153.991 10.685.784

Markadsahaetta

Markadsihatta er hettan 4 pvi ad breytingar { markadsverdi, s.s. vegna erlendra gjaldmidla, alverds og vaxta, hafi dhrif 4
afkomu félagsins eda virdi fjarmalagerninga. Markmid med styringu markadsihattu er ad styra og takmarka ahattu vid
skilgreind mork, jafnframt pvi sem dbati er hamarkadur. Markadsahatta félagsins samanstendur af gjaldmidladhattu,
vaxtadhettu og dlverdsahattu.

Vaxtaahetta

Lantokur félagsins eru ad mestu med breytilegum voxtum. Félagid ver sig ekki gegn vaxtadhattu.

Vaxtaberandi fjareignir og fjarskuldir greinast med eftirfarandi heatti { lok arsins:

Fjarmalagerningar med breytilega vexti

FJALIGIME oottt 1.349.178 1.432.785

FJAESKUIRE oo oot (11.466.990)  (8.018.792)
(10.117.811) (6.586.007)

Afleidur

INNDbygEAar AflEIOUL ...uucviiiiiiicic s (1.789.031) (1.542.021)

(1.789.03)  (1.542.021)
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30. Fjarmalagerningar, frh.
Nmnigreining gangvirdis fjarmalagerninga med fasta vexti
I arslok 2019 og 2018 4tti félagid enga fjarmalagerninga med fasta vexti sem metnir eru 4 gangvirdi. Par af leidandi myndu
vaxtabreytingar ekki hafa nein ahrif 4 bokfaert verd fjarmalagerninga.

N=migreining sjédstreymis vegna breytilegra vaxta

Breyting 4 voxtum 4 uppgjorsdegi um 100 punkta myndi hakka (lekka) afkomu og adra heildarafkomu um eftirfarandi
fjarhedir eftir tekjuskatt. Pessi greining byggir 4 peirri forsendu ad allar adrar breytur, sérstaklega gengi erlendra
gjaldmidla, haldist 6breyttar. Greiningin var unnin med sama heatti fyrir arid 2018.

Afkoma
100 punkta 100 punkta
hakkun lekkun

1.1-31.12.2019

Fjarmalagerningar med breytilega VEXt ..o sscnes (80.942) 80.942
Naxmnigreining SJOOSLIEYMIS, NELLO ...vvrrreieercriireiserirssiesesssse et sss s sse s (80.942) 80.942
1.1-31.12.2018

Fjarmalagerningar med breytilega vexti (52.688) 52.688
Naxmnigreining SJOOSIEYMIS, NELLO ...vvuirirrereriirersetiesiesesssse et sss s ssesees (52.688) 52.688

Nmnigreining 4 gangvirdi afleida

Breyting 4 voxtum 4 uppgjorsdegi um 100 punkta myndi hakka (lekka) afkomu um nedangreindar fjarhaedir eftir
tekjuskatt. Pessi greining byggir 4 peirri forsendu ad allar adrar breytur, sérstaklega gengi erlendra gjaldmidla, haldist
Obreyttar. Greiningin var unnin med sama heaetti fyrir arid 2018.

Afkoma
100 punkta 100 punkta
hekkun lekkun

1.1-31.12.2019

Innbyggdar afleidur { raforkusélusamningum . 37.801 39.677
Nzmnigreining gangvirdis, NETLO .....cowwireerierireiersiesie e ses 37.801 39.677
1.1-31.12.2018

Innbyggdar afleidur { raforkusSlusamninguUM ..o s 37.104 (39.191)
Nzmnigreining gangvirdis, nettd 37.104 (39.191)
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30.

Fjarmalagerningar, frh.

Gjaldmidlaahtta

Félagid byr vid gengisahattu vegna sélusamninga, innkaupa og lantéku { 6drum gjaldmidlum en {slenskum krénum. Peir
gjaldmidlar sem einkum skapa gengisahaettu eru Bandatikjadollar (USD) og evra (EUR). Adrir gjaldmidlar skapa 6verulega
gengisahattu.

Félagid notar hvorki framvirka gjaldmidlasamninga né adra afleidusamninga til ad verjast gjaldmidladhettu. Félagid ver
hluta af tekjum sinum { Bandarikjadollurum ébeint gegn gjaldmidladhattu med lantdku { Bandarikjadollurum.

Moégulegt tap vegna gjaldmidlaahaettu

Boékfert verd fjareigna og fjarskulda { erlendum gjaldmidlum greinist med eftirfarandi heetti { arslok:

Skuldir Eignir
31.12.2019 31.12.2018 31.12.2019 31.12.2018

BEUR s 11.672.465 8.166.421 681.546 377.010
USD o 34.094 23.824 562.489 889.279
JPY s 244.442 2.168 0

11.951.001 8.192.413 1.244.035 1.266.289

Medalgengi Arslokagengi
2019 2018 2019 2018

Gengi helstu gjaldmidla var eftirfarandi 4 arinu:
BEUR o 137,68 128,09 136,21 133,60
USD i 122,94 108,64 121,39 116,61
JPY s 1,13 0,98 1,12 1,06

Nmnigreining

Styrking fslensku krénunnar um 10% gagnvart eftirfarandi gjaldmidlum pann 31. desember hefdi hakkad (leckkad)
afkomu arsins eftir tekjuskatt um eftirfarandi fjarhadir. Greiningin byggir a pvi ad allar adrar breytur, sérstaklega vextir,
haldist st6dugar. Greiningin var unnin med sama hetti fyrir arid 2018.

2019 2018
FIUR oo 879.274 623.153
USD oo s s s s s (42.272) (69.236)
TPY oo s s 19.555 173

Veiking islensku krénunnar um 10% gagnvart ofangreindum gjaldmidlum pann 31. desember hefdi haft 6fug ahrif sému
fjarhaedar 4 afkomu arsins eftir tekjuskatt og getid er um ad ofan, ad pvi gefnu ad adrar breytur haldist stédugar.
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30. Fjarmalagerningar, frh.
Alverdsahatta
Félagido hefur gert raforkus6lusamninga vid Nordurdl um afthendingu orku til arsins 2026. Félagid hefur einnig gert
samninga vid Landsvirkjun um s6lu 4 orku til arsins 2019. Samningarnir eru gerdir { Bandarikjadollurum og eru tengdir
heimsmarkadsverdi 4 ali. Félagid ver sig ekki gegn breytingu 4 alverdi.

Nmnigreining
Breyting dlverdskarfu um 10% { lok 4rsins til hekkunar eda lekkunar hefdi hakkad eda lekkad afkomu félagsins eftir
tekjuskatt um pear fjarthadir sem sja ma hér a eftir. Greiningin var unnin med sama haetti fyrir arid 2018.

Afkoma

2019 2018
Haekktun um 10%0 ...t s st st 929.757 986.136
Laekktun um 10%0 wvuvvieeiiinieicicteic s st (929.757) (986.136)
Onnur markadsahaetta
Onnur markadsahztta er tengd fjarfestingum { skuldabréfum og hlutabréfum og er metin éveruleg,
Flokkun fjarmalagerninga
Fjareignir og fjarskuldir flokkast pannig:
Fjareignir 31.12.2019 31.12.2018
Fjareignir metnar 4 afskrifudu kostnadarverdi ... 2.791.553 3.675.736
Fjareignir faerdar 4 gangvirdi gegnum rekstrarreikning ... 27.075 27.225

2.818.628 3.702.960
Fjarskuldir 31.12.2019 31.12.2018
Fjarskuldir feerdar 4 gangvirdi gegnum rekstrarteikning ..o 1.789.031 1.542.021
Fjarskuldir metnar 4 afskrifudu Kostnadarverdi ... 13.809.503 10.080.982

15.598.534 11.623.004
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31. Gangviroi

Samanburdur 4 gangvirdi og bokferdu verdi
Gangyvirdi og bokfaert verd fjareigna og fjarskulda { efnahagsreikningi greinist pannig:

31.12.2019 31.12.2018
Bokfert verd Gangvirdi Bokfert verd Gangvirdi
Vaxtaberandi langtimaskuldir ....... 8.277.843 8.277.843 8.018.792 8.007.678
Skammtimalan fra lanastofnunum .........cccccceceveeecnenne 3.189.146 3.189.146 0 0

Vextir notadir vid mat 4 gangvirdi
Gangvirdi sem er akvardad vegna skyringa, er reiknad nuvirdi framtidarfladis héfudstdls og vaxta og er afvaxtad med
markadsvoxtum 4 uppgjorsdegi.

Vegna skulda { erlendum gjaldmidlum er notast vid afvOxtunarhlutfall sem byggt er a millibankavéxtum. ol
afvoxtunarhlutfoll fela { sér videigandi ahattudlag og greinast pannig:

Vaxtahlutf6ll notud vid mat 4 gangvirdi:
1.1-31.12.2018 1.1-31.12.2017

Vaxtaberandi langtimaskuldif .........cccoviiiiiiiiiiii s Euribor + 315 bp Euribor + 315 bp
Skammtimalan frd JANastOfAUNUM c...cuiuivriiciiiciecciccicee et Euribor + 385 bp

Gangyvirdi annarra fjareigna og fjarskulda er jafnt bokfarou verdi peirra.

Taflan hér ad nedan synir fjarmalagerninga faerda 4 gangverdi eftir verdmatsadferd. Adferdirnar eru skilgreindar a
eftirfarandi hatt:

Stig 1: Uppgefin verd a virkum markadi fyrir sams konar eignir og skuldir.

Stig 2: Forsendur byggja 4 60rum breytum en uppgefnum verdum a virkum markadi (stig 1) sem unnt er ad afla fyrir
eignir og skuldir, beint (p.e. verd) eda ébeint (p.c. afleidd af verdum).

Stig 3: Forsendur gangvirdis eigna og skulda eru ekki byggdar 4 gdgnum sem unnt er ad afla 4 markadi.

Stig 1 Stig 2 Stig 3 Samtals

31.12.2019

RekstrarfjArmunirs .......cccvvciinincccnnes 0 0 42.627.538 42.627.538
Innbyggdar afleidur ..o 0 (1.789.031) 0 (1.789.031)
Eignarhlutir { 60rum félogum ..o 0 0 27.075 0
SAMILALS oo s 0 (1.789.031) 42.654.613 40.838.507
31.12.2018

RekstrarfjaArmunir .......cocvvecciniincccinnes 0 0 42.306.092 42.306.092
Innbyggdar afleldur ..o 0 (1.542.021) 0 (1.542.021)
Eignarhlutir { 60rum fElogum .......ccceevievivviuecvcierininnns 0 27.075 27.075
SAMILALS oo s 0 (1.542.021) 42.333.167 40.791.145
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32. Dotturfélag

1 4rslok 2019 4tti félagid 80,47% cignarhlut { Vesturverki. Adaleign Vesturverks er préunarkostnadur og voru eignirnar
metnar 4 gagnvirdi sem talid var jafnt og greidslur sem inntar h6fdu verid af hendi 4 yfirtdkudegi.

33. Eiginfjarstyring
Pad er stefna stjornar félagsins ad eiginfjarstada pess sé sterk til ad stydja vid stédugleika i framtidarproun starfseminnar.

Stjérn félagsins leitast vid ad halda jafnvagi milli avoxtunar eigin fjar, sem moégulegt er ad hxkka med aukinni
skuldsetningu, og hagradi og Oryggi sem nast med sterku eiginfjarhlutfalli. Eiginfjarhlutfall var 63,8% { lok ars 2019
(2018: 70,4%).

34. Tengdir adilar

Skilgreining tengdra adila
Tengdir adilar félagsins eru hluthafar, détturfélég, hlutdeildarfélog, sameiginleg dotturfélg, stjérnarmenn peirra og
stjornendur og 6nnur félég sem peir eiga.

Félagio seldi hvorki vorur né pjénustu til eigenda 4 arunum 2019 og 2018. Félagio keypti pjénustu fra eigendum 2 arinu
fyrir O millj. kr. (2018: 1 millj. kr.).

Félagio keypti vorur og pjénustu af hlutdeildarfélégum sinum fyrir 11 millj. kr. 4 arinu 2019 (2018: 14 millj. kr.).
Félagio seldi hlutdeildarfélégum sinum vérur fyrir 40 millj. kr. (2018: 115 millj. kr.).

Félagio lanadi détturfélagi sinu, Vesturverk, 30 millj. kr. 4 arinu 2019, vextir eru 10,75%. Lokagjaldagi lansins er { mars
2020.

35. Rannsoéknarstyrkir

Arid 2000 stofnadi hépur briggja islenskra orkufyrirtakja par med talin Hitaveita Sudurnesja fyrirrennari HS Orku,
Landsvirkjun og Orkuveita Reykjavikur 4samt Orkustofnun Iceland Deep Drilling Program (IDDP). A 4rinu 2015 téku
patttakendur { IDDP patt i DEEPEGS umsékn til Evropusambandsins vegna rannséknarverkefnisins sem kallad er
Horizon 2020. HS Orka fékk hlutdeild { rannséknarstyrknum til patttdku { IDDP-2 holu 4 Reykjanesi. Hopurinn hof
si®an undirbuning ad borun 4 4-5 km. djupti holu { eitt af hihitajardhitasvaedum sinum tl ad na 400-600°C heitum
jardhitavokva 4 plétuskilum midsjavarhryggsins. Borun lauk um midjan jantar 2017 { 4.650 metra dypi. Ollum
upphaflegum markmidum var nad. Pessi markmid voru ad bora djupt, safna borkjérnum, mala hitastig og leita ad
gegndrapi. Hitastig 4 botni borholunnar hefur melst 427°C og prystingutinn 340 bor.

DEEPEGS verkefnid er fidgurra ara verkefni sem styrt er af HS Orku { samstarfi vid adra patttakendur 4 Islandi, {
Frakklandi, Pyskalandi, 4 Ttaliu og { Noregi. HS Orka far greiddan kostnad vid ad styra verkefninu og ber abyrgd a
dreifingu styrksins og ad upplysa Evrépusambandid um arangurinn. HS Orka ber ekki abyrgd a nidurstddum annarra
patttakenda, adeins 4 nidurstéoum eigin borana. Buist er vid ad fledisrannsoknir og forprofanir hefjist { april 2019,
kostnadur vid fledisrannsoknir og forprofanir verdur greiddur af IDDP hépnum. Ekki er buist vid frekari fjarmognun fra
Evrépusambandinu.
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36. Onnur mal

Fjarmagnsskuldbindingar
A éarinu 2019 skrifadi félagid undir samning vid Fuji i Japan um kaup 4 hverfli fyrir 4. afanga Reykjanesvirkjunar.
Heildarkaupverd var 1,1 milljardur kr. og verdur pad greitt eftir pvi sem vinnunni vindur fram naestu 24 manudi.

Atburdir eftir reikningsskiladag.

bann 26. febraar 2020 tilkynnti HS Orka um aukid lansfjarmagn ad fjarhed 210 millj. dollara (193 millj. evra), sem félagid
mun nota til a0 endurfjirmagna skuldir og ad hluta til vaxtar. Fjarmégnunin kemur fra hép evrépskra lanveitenda og
samanstendur af langtimalani ad fjarhed 100 millj. dollara, fjarfestingaldni ad fjarhed 100 millj. dollara og lanalinu ad
fjarhad 10 milli. dollara. Utborgun 4 langtimalaninu atti sér stad 26. febrtar 2020. Hvorki er buid ad draga 4
fjarfestingalanio né linalinuna.
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Yfirlysing pessi um stjérnarhaetti er gerd { samremi vid 66. gr. c. laga um arsreikninga nr. 3/2006, med sidari breytingum.
Yfirlysingin hefur verid sampykkt af stjorn HS Orku hf. og er einnig birt { arsskyrslu félagsins. Yfirlysingin gildir fyrir
fjarhagsatid sem lauk 31. desember 2019.

1. Stjérnarheettir

Félagid fylgir i meginatridum ofangreindum 1égum. Stjérn HS Orku hf. leggur dherslu 4 ad vidhalda gédum stjérnarhattum. 1
sampykktum félagsins eru lagdar meginlinur ad stjérnarhattum félagsins.

Endurskodunarnefnd er skipud premur fulltrdum, einum tilnefndum af hvorum hluthafa og einum 6hadum nefndarmanni.
Starfskjaranefnd t6k til starfa a arinu 2014. Hin er skipud tveimur fulltrdum, einum tilnefndum af hvorum hluthafa.

Gerd arsreiknings { samrami vid alpjédlega reikningsskilastadla krefst pess ad stjornendur taki dkvardanir, meti og gefi sér
forsendur sem hafa ahrif 4 beitingu reikningsskilaadferda og birtar fjarhadir eigna, skulda, tekna og gjalda. Endanlegar
nidurstédur kunna ad verda frabrugdnar pessu mati.

2. Helstu paettir innra eftirlits og ahasttustjornunarkerfis i tengslum vid gerd arsreiknings

Til ad tryggja ad arsreikningur félagsins sé { samrami vid gbdar reikningsskilavenjur pd leggur félagid dherslu 4 vel skilgreind
abyrgdarsvid, adgreiningu starfa, reglubundna skyrslugjéf og gegnsai { starfsemi sinni. Ferlid vid manadarlegar skyrslugjafir
og umsagnir er mikilvegur hluti eftirlits 4 fjarhagslegri frammist6du og 6drum lykilpattum. Stjérnin fylgist med
fjarhagsahattu félagsins. Upplysingar um ahzttustyringu ma finna { skyringu 30 { arsreikningnum.

Forstjori félagsins ber abyrgd 4 ad vidhalda fullnagjandi og virku innra eftirliti og dhacttustyringu { tengslum vid reikningsskil

télagsins.

Endurskodunarfélag er kosid a adalfundi til eins ars { senn. Ytri endurskodendur mega ekki eiga hluti { félaginu. Ytri
endurskodendur skulu kanna arsreikning félagsins i samraemi vid alpj6dlega stadla um endurskodun og skulu { peim tilgangi
kanna fjarhagsgégn og 6nnur gbgn um rekstur og fjarhagsst6du félagsins. Ytri endurskodendur hafa avallt adgang ad 6llum
gbgnum og bokhaldi félagsins. Ytri endurskodendur greina stjorn félagsins i gegnum endurskodunarnefndina fra mikilvegum
nidurstédum sinum um reikningshald félagsins { endurskodunarskyrslu sinni.

3. Skipulag félagsins, hlutverk og samsetning hvers pattar

Samkvaemt sampykktum félagsins er félaginu stjérnad af:

Hluthafafundum
Stjorn
Forstjora

ZEdsta vald { 6llum malefnum félagsins, innan peirra marka sem kvedid er 4 um { l6gum og sampykktum félagsins, er {
héndum 16glegra hluthafafunda.

Hluthafar félagsins voru tveir { arslok 2019. Magma Energy Sweden A.B. 4 50,0% hlut { HS Orku hf., Jardvarmi slhf. 4
50,0%.
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3. Skipulag félagsins, hlutverk og samsetning hvers pattar, frh.
Stjorn
Samkvaemt sampykktum félagsins ber stjérn félagsins dbyrgd 4 malefnum pess milli hluthafafunda. Stjérnin skal starfa i
samremi vid sampykktir félagsins og starfsreglur stjérnar. Helstu skyldur stjérnar eru eftirfarandi:

Rada forstjora og dkvarda laun og starfskjor hans, dkvarda vidmid fyrir og hafa eftirlit med stérfum forstjora.

Hafa st60uga og nakvema yfirumsjon med med 6llum pattum i rekstri félagsins og tryggja ad skipulag og athafnir pess séu
avallt { g6du horfi. Skal stjérnin einkum tryggja videigandi yfirumsjon med fjarhagslegu eftirliti, nakvaeemni fjarhagsupplysinga
og radstofun fjarmuna félagsins og a0 minnsta kosti einu sinni 4 ari stadfesta rekstrar- og fjarhagsaatlun félagsins.

Setja markmid félagsins { samraemi vid tilgang 1 sampykktum pess og méta stefnu og aztlanir til ad na pessum markmidum.

Vid mat 4 sterd og samsetningu tekur stjérnin tillit til starfsemi félagsins, stefnu og framkvaemdar og pekkingar, reynslu og
sérpekkingar hvers stjérnarmanns. Stjérnin telur ad stzerd og samsetning hennar sé { samrami vid markmid stjérnarinnar um
a0 leysa verkefni sin 4 skilvirkan og heidarlegan hatt med hag félagsins ad leidarljosi.

Frekari upplysingar um stjérn félagsins er ad finna { arsskyrslu og 4 heimasidu pess.

Endurskodunarnefnd

Endurskodunarnefndin skal starfa i samrami vid starfsreglur nefndarinnar. Meginstarf nefndarinnar er ad tryggja gaoi
reikningsskila félagsins og annatra fjairhagsupplysinga, og 6hadi endurskodenda félagsins.

Starfskjaranefnd

Starfskjaranefndin skal starfa { samraemi vid starfsreglur nefndarinnar. Meginstarf nefndarinnar er ad tryggja ad starfskjor
stydji vid markmid félagsins og geri pvi kleift ad rada, hvetja og halda yfirménnum { starfi asamt pvi ad fylgja akvaedum
reglna og stjérnvalda, uppfylla vaentingar hluthafa og vera { samrami vid vaentingar starfsmanna.

Forstjori
Samkvamt sampykktum félagsins reedur stjornin forstjéra til ad sja um daglegan rekstur pess.
Eftirfarandi eru helstu skyldur forstjéra:

Hann ber abyrgd 4 daglegum rekstri og skal fylgja stefnu og tilmaelum stjérnarinnar { peim efnum. Daglegur rekstur felur ekki
i sér 6vanalegar og éhefobundnar radstafanir. Forstjori getur adeins tekid akvardanir um slikar radstafanir ef stjérnin hefur
veitt sérstaka heimild fyrir pvi, nema a0 6mogulegt sé ad bida akvordunar stjérnar dn verulegs Shagraedis fyrir starfsemi
félagsins. I slikum tilfellum skal forstj6ri 4n tafar tilkynna stjérninni um allar slikar radstafanir.

Hann ber dbyrgd 4 storfum og drangti framkvamdastjérnar.

Hann skal tryggja ad reikningsskil félagsins séu { samremi vid 16g og vidurkenndar adferdir og 6rugga radstéfun 4 eignum
félagsins. Forstjori félagsins skal veita endurskodendum félagsins allar par upplysingar sem peir kunna a0 leita eftir.

Frekari upplysingar um forstjora félagsins er ad finna { arsskyrslu og 4 heimasiou pess.
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HS Orka hefur verid leidandi fyrirtzeki { framleidslu 4 endurnyjanlegri orku sidan 1974. A peim tima hefur HS Orka
préad sérfradipekkingu 4 svidi jardvarma sem orkuuppsprettu med reyndum og fj6lbreyttum hép starfsmanna,
sem eru nu alls 70. Félagid starfrekir tver jardvarmavirkjanir, Svartsengi og Reykjanesvirkjun. Fyrsta
vatnsaflsvirkjun félagsins, Braararvirkjun, verdur tekin i notkun a fyrsta arsfjéroungi 2020. Tilgangur HS Orku er
a0 pjonusta fyrirteki og heimili med pvi ad bjéda upp 4 umhverfisvena orku par sem nattaruaudlindir eru nyttar
med sjalfbeerum heatti. Félagid framleidir og selur 100% endurnyjanlegt rafmagn um allt land, heitt og kalt vatn 4
Sudurnesjum, asamt 6drum afurdum virkjananna sem nytast { pagu vidskiptalifsins 4 svadinu.

Virkjanir HS Orku eru tengdar vid landsnet og eru tengipunktar stadsettir vid allar virkjanir. Stadsetning notenda
skiptir pvi ekki mali ef ad peir eru tengdir vid landsnetid, annadhvort beint eda { gegnum dreifikerfi.

HS Orka starfar 4 samkeppnismarkadi, badi innanlands og 4 alpj6dlegum markadi. Vidskiptavinir félagsins eru allt
fra almennum notendum til alvera og gagnavera med mikla orkuporf og hafa gert langtimasamninga um kaup 2
orku. Helstu samkeppnisadilar HS Orku { sélu raforku eru { eigu sveitarfélaga eda fslenska rikisins. Islenskir
raforkuneytendur eru vel upplystir um méguleika sina 4 markadi og fjoldi peirra sem skipta um raforkusala eykst
med hverju arinu. Arid 2019 hlaut HS Orka verdlaun fra Stjornvisi fyrir ad vera med anagdustu vidskiptavinina 4
raforkumarkadi. Verdlaunin hafa verid veitt 16 sinnum og 14 sinnum hefur HS Orka sta®did uppi sem sigurvegari.
Markmi®d HS Orku er ad vera fyrsta val neytenda pegar kemur ad vali 4 raforkusala.

Engin veruleg breyting vard a rekstri HS Orku 4rid 2019. Vidskiptalikanid er, eins og adur, ad selja raforku til
mismunandi tegunda neytenda og heitt og kalt vatn til HS Veitna. Fyrirtakid stefnir ad bv1 a0 halda afram ad vera
leidandi 1 framleidslu 4 endurvmnanlegm raforku 4 Islandi og halda 4fram ad einbeita sér ad audlindum sinum og
peim miklu méguleikum sem { peim felast.

Stjérnunarkerfi

A undanférnum arum hefur mikid verid lagt { ad préa og innleida gaedastjérnunarkerfi sem er { samraemi vid ISO
9001 og fékk félagid vottun i samraemi vid stadalinn 4 arinu 2015. Arid 2018 hlaut HS Orka vottun { samraemi vid
ISO 14001 stadalinn um umhverfisstjérnun og OHSAS 18001 stadalinn um &ryggisstjérnun. 1 framhaldi af pessu
fékk Braarvirkjun framlengingu til ad vinna { a0 undirbda ISO 9001, ISO 14001 and OHSAS 18001.

A proa, innleida og reka gadastjérnarkerfi { samraemi vio ISO 9001, ISO 14001 og OHSAS 18001 er mikid
verkefni sem kemur a0 6llum pattum félagsins. Skuldbinding stjérnenda og patttaka starfsmanna er mjog mikilvag.
Kostir gedastjornunarkerfis koma sifellt betur i ljos sem hagt er ad sja i daglegum storfum allra starfsmanna sem
leggja sig sifellt fram um ad bzta sig og tryggja pannig samfelldar framfarir. Ahersla 4 gadi ferla innan félagsins
hefur vaxid verulega og mun halda afram ad gera pad. Notud eru vottud stjérnunarkerfi til ad styra stefnum,
markmidum og ferlum, tryggja areidanleika starfseminnar og tryggja ad fylgt sé innri og ytri kréfum. St6dugt er
unnid ad endurbétum med reglubundnum skodunum og endurmati 4 arangri verkferla.

Umbhverfismal

Hvorki starfsmenn HS Orku né verktakar 4 vegum félagsins lentu { tjénatilvikum 4 arinu 2019. Félagid er med
starfsleyfi fra heilbrigdisyfirvéldum og starfar { samraemi vid videigandi umhverfislég og reglugerdir. Fyrirtekid er
med ISO 14001 vottun, sem er leidandi alpjédlegur stadall um stjérnun i umhverfismalum, til ad tryggja sem
skilvirkast skipulag og stjérnun. Félagid leggur mikla 4 aherslu 4 a® minnka umhverfisspor sitt med pvi ad nota
tyrirbyggjandi adgerdir til koma i veg fyrir umhverfisslys med pvi a0 minnka notkun 4 ymsum audlindum eins og
jardefnaeldsneyti og med pvi ad fullnyta peer audlindir sem eru til stadar og endurvinna pad sem ekki nytist.

HS Orka hefur sett sér haleit umhverfismarkmid fyrir 2030 og 2040, medal annars ad auka endurvinnslu upp 1 95%
fyrir 2030. Arid 2019 var prosentan 58%, sem er 7% aukning fra arinu 2018. Félagid hefur einnig sett sér markmid
um 20 minnka eigin kolefnisfétspor um 40% 4 hverja kWst. 4rid 2030 og a0 rafvaeda okuta&k)aﬂota félagsins ad
fullu sama ar. Okutekjafloti félagsins var 50% rafvaeddur arid 2019, sem er 25% aukning fr arinu 2018. HS Orka
stefnir ad pvi ad vera kolefnishlutlaust arid 2040.
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Ofjarhagslegar upplysingar, 6éendurskodadar

Nattaruaudlindir

HS Orku hefur verid treyst fyrir natturuaudlindum sem eru bradnaudsynlegar svo hagt sé ad byggja upp samfélag
sem getur prifist og blémstrad. Hlutverk félagsins er ad leitast st6dugt vid ad hamarka avéxtun og virdi
audlindarinnar 4 sjaltbaran, abyrgan og skilvirkan hatt. Fjolbreytt nyting audlinda er framtid jardvarmaiOnadar par
sem allar vOrur eru fullnyttar.

Miklar breytingar hafa ordid a eftirliti med nattiruaudlindum a undanférnum arum. Framfarir { rannsoknum og
jardvisindum almennt hafa leitt af sér hagraedingu { nytingu audlinda. Eftirlit med jardvarmaaudlindum tekur
mikilveega umhverfispaetti 4 sérhverju svaedi med { reikninginn, bxdi hvert fyrir sig og a heildreenan hatt. Til demis
er mjog vel fylgst med breytingum 1 edlis- og efnafraedilegum pattum med sifelldum mealingum 4 hitastigi, prystingi,
leidni, vatnsmagni og efnasamsetningu.

Rannsokn a styrk 6rplastagna i grunnvatni HS Orku var framkvaemd arid 2019. Rannséknin syndi ad vatnsfordinn
innihélt 1-2 sterdargradu minna af Srplasti en evropskir stadlar meela fyrir um.

Starfsmannamal

Gildi HS Orku, Hollusta - Framtidarsyn - Heilindi, eru vegvisir fyrir HS Orku og starfsmenn félagsins. Starfsemi
félagsins krefst mikillar sérfraedipekkingar og reynslu og pess vegna er sjalfbar voxtur félagsins og arangurstik
nysképun toluvert had pvi ad rada rétta starfsfolkid og fordast mikla starfsmannaveltu 4 hordum
samkeppnismarkadi. Petta er gert med pvi ad skapa og vidhalda adladandi vinnustad med skyr gildi sem leggja
sérstaka dherslu 4 vinnustadamenninguna. Onnur megindhatta sem félagid byr vid tengist umhyggju fyrir 6rygei
starfsmanna pess.

Markmid HS Orku er ad 1ada ad og halda framurskarandi starfsfolki sem leggur sig fram um ad starfa { samrami vid
ildi félagsins. Starfsmannastefna HS Orku tryggir a0 vinnustadurinn samtvinni sérfradipekkingu, kunnattu,
ramurskarandi pjonustu, jakvadan starfsanda og gagnkvama virdingu. Starfsmannastefnan var samin { samradi vio

starfsmenn og er endurskodud reglulega. Jafnframt er HS Orka med skyra stefnu um jafnrétti kynjanna sem fram

kemur { jafnréttisstefnu félagsins sem sett et { samraemi vid 16g nr. 10/2008. I stjérn HS Orku eru fjorir fulltriar,
tveir karllar og tvaer konur. Stjornendur félagsins eru 11, sj6 karlar og fjérar konur og af heildarfj6lda starfsmanna
eru 86% karlar og 14% konur.

Ny 16g 4 Islandi gera krofu 4 fyrirtaeki a0 hljota Jafnlaunavottun fra Jafnréttisstofu. Til pess ad fa pessa vottun purfa
fyrirteki og stofnanir ad innleida stjérnunarkerfi sem tryggir ad malsmedferd og akvorun i launamalum byggist 4
malefnalegum sjonarmidum og feli ekki i sér kynbundna mismunun. Arid 2018 fékk HS Orka Jafnlaunavottun, IST
85:2012. iéeins fyrirteeki og stofnanir med meira en 250 starfsmenn voru skyldug til ad nd sér { vottunina fyrir lok
ars 2018, en HS Orka dkvad ad na sér { vottunina strax, pratt fyrir ad purfa pess ek%d fyrr en i lok ars 2021.

Stefna félagsins leggur dherslu 4 moguleika starfsmanna til ad vaxa og dafna { g6du og heilbrigdu starfsumhverfi
med gddan starfsanda og metnad. Pessu er jafnframt ndd med pvi ad leggja dherslu 4 starfspréun, pjalfun, laun og
starfskjor sem og samraemingu fjolskyldulifs og vinnu. Einnig med pvi ad hafa reglur og verklag vardandi 6ryggi og
heilsu, misnotkun og um hegdun og frammist6du starfsmanna til hagsboéta fyrir vinnuveitandann. Félagid er med
stefnu um heilbrigdi og 6ryggi og skrair 6ll tilvik og geymir skyrslur um 61l slys og fjarvistir vegna veikinda. Stefna
félagsins er ad engin slys verdi i rekstri og a0 dégum fakki par sem starfsmenn eru fjarverandi vegna slysa og
veikinda. Hlutfall veikindadaga var 1,15% 4rid 2019 samanborid vid 1,70% arid 2018.
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Ofjarhagslegar upplysingar, 6éendurskodadar

Mannréttindi

Virding fyrir mannréttindum er grundvallaratridi fyrir HS Orku. Félagid hefur skuldbundid sig til ad tryggja ad
komid sé fram vid f6lk af semd og virdingu. Ahztta tengd brotum 4 mannréttindum er m.a. vegna vinnuadstadna
og vinnu barna. HS Otrka er skuldbundin til ad fylgja 6llum 16gum, reglugerdum og reglum vardandi
grundvallarmannréttindi sem nd m.a. yfir pvingada vinnu, misneytingu 4 vinnustad, mansal og adrar birtingarmyndir
mismununar. Skuldbinding HS Orku um a0 stunda vidskipti af heilindum felur { sér ad fordast spillingu { hvada
formi sem er, par 4 medal mutur, og fylgja 16gum um adgerdir gegn spillingu.

AJ auki getur vinnuumhverfi verid varasamt og notar félagid gxdastadla og strangar 6ryggisreglur til ad tryggja
Oryggi starfsmanna sinna og verktaka sem veita pvi pjonustu. Allir samningar vid verktaka, par 4 medal
undirverktaka, gera kr6fu um ad fylgt sé llum 16gum og reglugerdum um vinnumarkadsmal, heilbrigdi og 6ryggi.
begar um 1tbod er ad rada innihalda utbodsgdgn kréfur sem varda mannréttindi sem xtlad er ad tryggja virdingu
fyrir mannréttindum 4 6llum svidum starfseminnar.

Global Compact sattmali Sameinudu Pjédanna

A arinu 2018 vard HS Orka patttakandi i Global Compact sattmala SP sem skilgreinir 10 meginreglur er varda
mannréttindi, vinnuafl, umhverfid og adgerdir gegn spillingu. Sattmalinn er 6skuldbindandi samningur og 4 ad
hvetja fyrirteeki um allan heim ad tileinka sér sjalfbera og félagslega dbyrga stefnu { vidskiptum sinum, og ad skyra
frd innleidingunni.

Vid innleidinguna 4 sattmalanum lagdi HS Orka aherslu 4 ad allir starfsmenn fyrirteekisins takju patt { verkefnunum
og styddu pau. Namskeid voru haldin par sem sattmalinn var kynntur og starfsmenn 16gdu fram tillégur um
verkefni sem gatu hjalpad HS Orku ad na pvi markmidi sinu ad innleida sattmalann. Fyrsta skyrslan um préun og
framfarir vid innleidingu sattmalans var tilbuin { jandar 2019. HS Orka mun halda afram ad stydjast vid pessar 10
meginreglur.

COVID19

Félagi®d hefur fylgst grannt med préun faraldursins og hrint { framkvaemd adgerdum til ad lagmarka skadleg dhrif
COVID-19 veirunnar a rekstur félagsins. bar fela medal annars { sér midlun upplysinga og fradslu fyrir starfsmenn,
takmarkanir 4 fer®aldgum starfsmanna vegna vinnu, bann vi® heimséknum 4 vinnustadi, adgreiningu
rekstrareininga og peir starfsmenn sem attu pess kost voru bednir um ad vinna ad heiman. A pessum timapunkti er
félaginu ekki kunnugt um ad COVID-19 faraldurinn hafi veruleg ahrif 4 rekstur félagsins en vera kann ad pad muni
finna fyrir almennum afleidingum faraldursins 4 islenskt hagkerfi.
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Endorsement by the Board of Directors and the CEO

The financial statements of HS Orka hf. (the "Company" or "HS Orka") for the year 2019 are prepared in accordance with
the International Financial Reporting Standards (IFRS) as adopted by the European Union (EU) and with additional
Icelandic disclosure requirements.

According to the statement of comprehensive income, the Company's operating revenues amounted to ISK 8,854 million
for the year 2019 (2018: ISK 8,896 million) and the profit amounted to ISK 9,817 million (2018: ISK loss 72 million). Total
comprehensive income was ISK 9.646 million (2018: ISK 5.679 million).

According to the statements of financial position, the Company's assets amounted to ISK 57,180 million at the end of
December 2019 (at year end 2018: ISK 57,738 million). Equity amounted to ISK 36,496 million (at year end 2018: ISK
40,627 million) or 63.8% of total assets (at year end 2018: 70.4%).

On Shareholders Meeting on 24 May 2019 a proposal from the Board of Directors based on Article 149 of Act no.
2/1995, on Public Limited Liability Companies, to dectease the Company’s share capital was approved. The Company’s
share capital was decreased by nominal value ISK 7,837,124,491 by payment to shareholders based on Art. 51, para 2, sub-
patra 2 of Act no. 2/1995. The Company’s share capital following the dectrease amounts to ISK 4,000,000 nominal value.
Then a motion made by the Board of Directors of a payment to shareholders amounting to USD 122,379,050 equivalent to
ISK 15,018 million by delivering shares of nominal value of ISK 264,386,580 in Blaa L.6nid hf. (the Blue Lagoon).

A series of transactions related to the ownership of HS Orka was completed in May. Jardvarmi slhf., a limited partnership
owned by 14 Icelandic pension funds, which has for a long time held a 33.4% stake in HS Orka, has increased its stake to
50.0%. As part of the transactions, JarOvarmi slhf. and its subsidiary temporarily acquired all of the shares of HS Orka,
including a 54.3% stake from Innergex Renewable Energy and 12.3% stake from FORK investment fund. Jardvarmi then
divested a 50.0% stake to Funds managed by Ancala Partners ("Ancala"). Ancala is now the ultimate owner of 50.0% of
HS Orka through its 100% ownership of Magma Energy Sweden AB. At the end of 2019 HS Orka is owned by two
shareholders compared to three at the beginning of the yeat.

The Company was targeted by a cyber attack and suffered a cyber security breach. The costs relating to this cyber crime
have been accounted for in administration expenses and are not considered to be material to the Company nor its
operations.

A Shatreholders meeting held on 31 October 2019 tesolved to increase the Company's share capital by ISK 91,960 from
ISK 4,000,000, to ISK 4,091,960, nominal value, by issuing new shares. The shareholders of the Company agreed to buy
the new shares, pro rata to their shareholding, for the full payment of ISK 1,241,460,000.

On 26 February 2020 HS Orka secured an enlarged USD 210 million (EUR 193 million) debt package from a group of
European lenders which was used in patt to refinance current debt and in part will be used for expansion.

The Company’s Board of Directors proposes that no distributions will be paid to the shareholders in the year 2020 and
refers to the financial statements for allocation of profits and other changes in equity.

The Board of Directors held 28 meetings and the Audit Committee 7 meetings in 2019. The Board of Directors consists of
four members, two males and two females. The Company’s management consists of 11 members, 7 male and 4 female and
of total employees 86% are male and 14% female during the year 2019.

Non financial reporting:
Further to the content of this endorsement, a reference is made to the enclosed chapter Non financial reporting which is in

line with the requirements of the Financial Satements Act.

New management at HS Orka joined in the beginning of the year 2020, Témas Mar Sigurdsson as chief executive officer,
Bjork Pérarinsdottir as chief financial officer and Sunna Bjérg Helgadéttir as chief technology officer.

HS Orka Financial Statements 31 December 2019



Endorsement by the Board of Directors and the CEO

Statement of Board of Directors and CEO

To the best knowledge of the Boatrd of Ditrectors and the CEO, the Company's financial statements are in accordance with
International Financial Reporting Standards as adopted by the EU and additional disclosure requirements and it is the
opinion of the Boatrd of Directors and the CEO that the financial statements give a true and fair view of the Company's
assets, liabilities and financial position as at 31 December 2019, its financial performance, and the changes in cash flows
during the year 2019.

Furthermore, it is the opinion of the Board of Directors and the CEO that the financial statements and endorsement by
the Board of Directors and the CEO contain a fair overview of the Company's financial development, performance and
position, including descriptions of the main risk factors and uncertainties faced by the Company.

The Board of Directors and the CEO of HS Orka hf. have today discussed the Company's financial statements for the year

2019 and confirmed by means of their signatures. The Board of Directors and the CEO will submit the financial
statements for approval at the annual general meeting to be held at 16 March 2020.

Svartsengi, 16 March 2020

The Board of Directors

Bjarni Pordur Bjarnason Kurt Hakansson
Chairman of the board

Ingunn Agnes Kro Heike Bergmann

Chief Executive Officer

Toémas Mar Sigurdsson
Chief Executive Officer
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Independent Auditor “s Report

To the Board of Directors and Shareholders of HS Orka hf.
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of HS Orka hf. (the Company), which comprise the statement of financial position as
at 31 December 2019, and the statements of comprehensive income, changes in equity and cash flows for the year then
ended, and notes to the financial statements, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Company as at
31 December 2019, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the EU and additional Icelandic disclosure requirement in
accordance with Icelandic financial statement act no. 3/2006.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the International Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants IESBA Code) together with the ethical requirements that are relevant to our
audit of financial statements in Iceland and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion

Responsibilities of the Board of Directors and CEO for the Financial Statements

The Board of Directors and CEO are responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs as adopted by the EU and additional Icelandic disclosure requirement in accordance with Icelandic
financial statement act no. 3/2006, and for such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors and CEO are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless they either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do
s0.

The Board of Ditrectors and CEO are responsible for overseeing the Company s financial reporting process
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives ate to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditot’s report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.
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Independent Auditor “s Report

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedutes responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

*  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

+  Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
statements of, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with The Board of Directors and audit committee regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

Report on Other Legal and Regulatory Requirements
Pursuant to the legal requirement under Atrticle 104, Paragraph 2 of the Icelandic Financial Statement Act No. 3/2006, we
confirm that, to the best of our knowledge, the report of the Board of Directors and CEO accompanying the financial

statements includes the information required by the Financial Statement Act if not disclosed elsewhere in the consolidated
financial statements.

Reykjavik, 16 March 2020.

KPMG ehf.

HS Orka Financial Statements 31 December 2019 6



Statements of Comprehensive Income
for the year ended 31 December 2019

Notes 2019 2018
OPELAtiNG TEVEIUE ...uvuieieiiiiaiieiiiisiieies ettt sae s st ssssasaenes 5,6 8.854.350 8.896.475
Production cost and cost Of SAlES ......ccoviiuiviiiiiiiiiiice 7 (7.927.960) (6.705.190)
Gross profit 926.390 2.191.285
Other operating expenses ..... (1.967.110) (621.198)
Research and development (277.094) (152.570)
(Loss), profit from operations (1.317.814) 1.417.517
FINANCE INCOME w.ecviiiieiiiiiiii s 19.302 88.713
FINANCE COSES woriumiiiiniiiiiiiiiicce st (664.133) (245.583)
Net exchange rate differences ... (83.202) (399.949)
Changes in fair value of embedded derivatives .......c.ccccvuviiiicivninicciniiicieienes 20 (247.010) (2.184.824)
Net fINANCE EXPENSE ..vuvrviiiiiiiiiiici e 13 (975.043) (2.741.643)
Shate of Profit Of ASSOCIALES ......cuiviivriiiiiiicrc e 18 11.651.726 986.989
Profit (loss) before income tax 9.358.868 (337.138)
Income tax (EXPENSE) FECOVELY ..ottt 14 458.571 264.826
Net profit (loss) for the period 9.817.440 (72.312)
Other comprehensive income
Items that will not be reclassified to profit or loss
Revaluation of Operating assets ........cvemieiriniiniiieiinircce s ceeseenes 15 0 7.000.000
Remeasurement of defined benefit Hability ......ccccevvrereecuernneiererenenccerccerenenes 27 (33.496) (43.293)
Tax on items not reclassified to profit of 108s .......ccveuvuviriniiiiniviniininincecin, 14 6.699 (1.391.341)
(26.797) 5.565.366

Items that may be reclassified subsequently to profit or loss
Currency translation difference on assoCiates ........oocevviriieiveinniniciniiienennnnes 18 129.547 186.005
Currency translation difference reclassified to P&L 18 (274.000) 0

(144.453) 186.005
Other comprehensive (loss), income for the period (171.249) 5.751.371
Total comprehensive income 9.646.190 5.679.058

Notes on pages 11-43 are an integral part of these financial statements
All amounts in thousands of ISK
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Statements of Financial Position
as at 31 December 2019

Assets Notes
Fixed assets

OPELAtING ASSELS ..uviviieieiirieeriiietiieies it sssaesiaes 15
Operating assets under CONSLIUCON ..veeivevriceerriieiriereninnns 16
Intangible asSEts ..o 17
Investments in associates 18
Investments in other COMPANIES ....ccvvvierervieieciricriiieeicenns 19
Prepaid lease and royalty fee ..o, 21
Long-term 1eceivables ..o 22
Current assets

TOVENLOTIES viveiieiieeiriieieieteeetrce ettt st e s nsens 16
Trade and other receivables ......ccveeveecerieineerennnne 23
Cash restricted to EU grant partners 35
Cash and cash equivalents ..o 24
Total assets

Equity and liabilities

Equity 25
Shate capital ..o
Share premium and statutory reserve

TranSIation FESEIVE .oviiiiiieiiticreteeee ettt
Revaluation fESEIVE ..ot
OLher FESEIVES viivirviierierereeeirestestester e e ee e stesesersessesessessessenes
Retained arnings ........cccevviininiiininieiisiesiesssieniesinns
Total equity

Liabilities

Loans and bOLLOWINGS .......ccviuviueiiiirieeiirieiieieisie s 26
Pension obHZAtIONS ... 27
Deferred tax liability ... 28
Embedded derivatives in power sales contracts .............c........ 20
1.e2Se COMMUEMENT .vovvvveeiriereiereseereesieeiste e esseeresesesessesessesesaesens 26
Current liabilities

Loans and bOLroWINgS .......cccvieuvirierrinienniieininceiiesieenines 26*
Revolving credit facility .......coooveuvinceerviniciviieniicsieeciceaes 26
T.eaSe COMMUEMENT .vcvvvvevirreieierisiereesieeisae e esseesesesesessesessesesaesens 26
EU grant payable to participants .........ccccceeceerverieurinceenens 35
Tax payable ... 28
Trade and other payables 29
Embedded derivatives in power sales CONtracts .........coceueeeeeee 20

Total liabilities
Total liabilities and equity

31.12.2019 31.12.2018
42.627.538 42.306.092
8.109.102 5.346.323
1.419.355 1.404.288
613.044 3.951.555
27.075 27.075

0 543513

0 833.284
52.796.115 54.412.130
1.592.608 483.423
1.442.375 1.409.666
374.605 347.499
974.573 1.085.286
4.384.161 3.325.874
57.180.276 57.738.003
4.092 7.841.124
1.242.368 7.038.855
0 144.453
12.024.652 12.834.337
0 2.105.909
23.224.999 10.662.138
36.496.111 40.626.815
169.130 7.729.154
2.354.700 2.301.331
2.730.930 3.196.201
1.395.520 1.213.168
91.504 0
6.741.784 14.439.854
8.108.713 289.638
3.189.146 0
10.485 0
374.605 347.499

0 241.855
1.865.920 1.463.489
393511 328.853
13.942.380 2.671.333
20.684.164 17.111.188
57.180.276 57.738.003

* The long-term loans are at year end expected to be paid up in the next 12 months

Notes on pages 11-43 are an integral part of these financial statements

HS Orka Financial Statements 31 December 2019

All amounts in thousands of ISK
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Statements of Changes in Equity for the year ended 31 December 2019

Equity at 1 January 2018 ..o
LLOSS fOI the YEAT ..t
Other comprehensive income (I0SS) ..o

Total comprehensive income (108s) .....ccccecunee.

Revaluation reserve transferred to Retained earnings ................

Dividends received from associate .............
Dividends declared ISK 0.06 per share

Equity at 31 December 2018 .......cccccccviuiininnnnee.

Equity at 1 January 2019 ...
Profit for the YEar ..o
Other comprehensive income (l0SS) ..o

Total comprehensive INCOME ...

Decrease of Share Capital and Share premium

Increase of Share Capital and Share premium .......cccocvvvvievinnnnens
Distribution of Blue Lagoon Shate .........ccccocnninninicciccincuncn.
Revaluation reserve transferred to Retained earnings
Dividends received from associate .....................
Equity at 31 December 2019 ..o,

Share Share Translation Revaluation Other Retained Total
Capital Premium Reserve Reserve Reserves Earnings Equity
7.841.124 7.038.855 (41.552) 7.677.549 1.726.695 11.145.085 35.387.756
986.989 (1.059.302) (72.313)
186.005 5.600.000 (34.634) 5.751.371
186.005 5.600.000 986.989 (1.093.936) 5.679.059
(443.212) 443.212 0
(607.775) 607.775 0
(440.000) (440.000)
7.841.124 7.038.855 144.453 12.834.337 2.105.909 10.662.138 40.626.816
7.841.124 7.038.855 144.453 12.834.337 2.105.909 10.662.138 40.626.816
339.267 9.478.173 9.817.440
(144.453) (26.797) (171.249)
(144.453) 0 339.267 9.451.376 9.646.191
(7.837.124)  (7.037.855) (143.377) (15.018.357)
92 1.241.368 1.241.460
(2.442.749) 2.442.749 0
(809.685) 809.685 0
(2.428) 2.428 0
4.092 1.242.368 0 12.024.652 (0) 23.224.999 36.496.111

Notes on pages 11-44 are an integral part of these financial statements

HS Orka Financial Statements 31 December 2019

All amounts in thousands of ISK



Statements of Cash Flows
for the year ended 31 December 2019

Cash flows from operating activities

Profit (1088) fOr the YEar .......cccecernnnieennecereeceeneeeeneeeeaenens
Gain on sale Of OPELrAtiNG ASSELS ....vueurriverrerereremirerrirensereneeerseaensesensesenne
Increase in pension OBHALIONS ....ccvecvieciiciriiirinciricicrecieee e
Depreciation and amortization ........cceeeeeeeneeeereeenneeereenreesseesseensenes
Net fINance EXPENSE ..ot ssssseaeses
Share of profit Of ASSOCIALES ...c.vueeeverreeerreectrierriereeeteeeteeereneseesesensesennes
Income tax eXPEnSse ...
Cash generated by operations

Inventories, dectease, (ICIEASE) .c.errmeuerrureeeererrereeeieretreseeeietseneseeeseesenees
Receivables, decrease, (INCICASE) ..vueuceerererceererreneecrereniseierenseeeenensnseacaenens
Current liabilities, increase, (dECLEASE) .....owurvverrrerrecrrererrmrererereeerrererennes

Net cash from operations before interest and taxes

TNLELEST TECEIVEQ aviniiririeicrceicteecteeteteeeee ettt eae et ere v ereasebenee
INLELeSt PALA ..oucviieiiiiicir s
Income taxes Paid ......cccuvcvriiiiiniiiineiiicc s
Net cash provided by operating activities

Cash flows from investing activities

Acquisition Of OPErating ASSELS ......cccveerreeerreeerreeerreerrererseeerseaesseeessesessenes
Acquisition of operating assets under CONSLIUCHION ....c.cucvvieceniecucannn.
Proceeds from sale Of OPerating assets .......oceeeeeeerrererrerereecreesereeerennes

Acquisition of INtangible ASSELS ...
Acquisition of shares in associates and other companies .........c.oc......

Dividends received from aSSOCIALES ....oovvvriereerivriirieriericreereereereereere e

Cash flows from financing activities

Share capital IICIEASE .....cevieriieeiiiiieciricre s
Paid divIdends ..ccceceeeeeeeneirieieeree ettt eans
New long-term BOITOWINGS ......covevvieiirieiiriiirieirierieie e
New short-term DOIFOWINGS ..
Repayment of lease Hability ..........ccocvvcuiiciriciiicininciricricricrcciccaes

Lease HaDIILY ..cevieeiieieiccieceeccecceeee e nseaenne

(Decrease), increase in cash and cash equivalents .......cocccveecuvecuveecnnee
Cash and cash equivalents at 1 January .......c.ccccoeecvvcvncivicnincnincnnenen
Effect of exchange rate fluctuations on cash held ........cooevuvervcnnnce.

Cash and cash equivalents at 31 December ......cccoccviccuvicivicinicinicnnes

Notes on pages 11-43are an integral part of these financial statements

HS Orka Financial Statements 31 December 2019

2019 2018

9.817.440 (72.313)
(1.730) (1.985)
19.873 8.669
3.218.356 1.797.246
975.043 2.741.644
(11.651.726) (986.989)
(458.571) (264.826)
1.918.683 3.221.446
271 (39.693)
800.576 (193.060)
512.408 (6.331)
3.231.938 2.982.363
19.302 16.616
(327.337) (243.927)
(241.855) (90.622)
2.682.048 2.664.430
(2.051.963) (1.370.183)
(4.704.376) (1.465.445)
5.100 13.615
(23.907) (200.491)
(175.000) (110.900)
2.428 607.775
(6.947.718) (2.525.630)
1.241.460 0
0 (440.000)

0 1.390.428
3.122.146 0
(246.735) (280.737)
(8.178) 0
4.108.693 669.691
(156.977) 808.491
1.085.286 185.402
46.263 91.393
974.573 1.085.286

All amounts in thousands of ISK
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Notes to the Financial Statements

1. Reporting entity

HS Ortka hf. is a limited liability company domiciled in Iceland. The Company's registered office address is Otrkubraut 3, Svartsengi,
Grindavik, Iceland. The Company generates and sells electricity as well as hot water for heating. The Company is ultimately owned
by Jardvarmi slhf. and Ancala through its 100% ownership of Magma Energy Sweden AB, holding a 50% share each.

2. Statement of compliance

The Company’s financial statements are prepared according to IFRS as adopted by the EU and additional Icelandic disclosure
requireent in accordance with Icelandic financial statement act. no 3/2006

These financial statements were approved by the Board of Directors on 16 March 2020.

3. Basis of preparation

a. Basis of measurement
The financial statements have been prepared on the historical cost, except for the following material items in the statement of
financial position:
- the majority of operating assets are recognized at revalued cost, which is their fair value at the revaluation date
- embedded derivatives in power sales contracts are measured at fair value
- defined benefit pension obligatons measured at the present value of the pension obligation
- financial instruments at fair value through profit or loss are measured at fair value (shares)

b. Functional and presentation currency
These financial statements are presented in Icelandic kronas (ISK), which is the Company's functional currency. All financial
information presented in ISK has been rounded to the nearest thousand except when otherwise indicated.

C. Use of estimates and judgments
The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.
Actual future outcomes may differ from present estimates and assumptions potentially having a material future effect on the
Company’s historical experience and other facts and circumstances. Revisions to estimates and the resulting effects on the carrying
amounts of the Company's assets and liabilities are accounted for prospectively.

Actual future outcomes could differ from present estimates and assumptions, potentially having a material future effect on the
Company’s historical experience and other facts and circumstances.

Information about critical judgments in applying accounting policies and assumptions and estimates that have the most significant
effect on the amounts recognized in the financial statements is included in the following notes:

- Note 15 - Depreciation of operating assets and revaluation of operating assets

- Notes 16 and 17 - Impairment of assets under construction and intangibles

- Note 20 - Fair value of embedded derivatives in power sales agreements

- Note 27 - Pension obligations

- Note 28 - Deferred taxes

All amounts in thousands of ISK

HS Orka Financial Statements 31 December 2019 11



Notes to the Financial Statements

@

Basis of preparation, continued;

Measurement of fair values

A number of the Company’s accounting policies and disclosures require the measurement of fair values, for both financial and non-
financial assets and liabilities.

The Company has an established control framework with respect to the measurement of fair values. This includes staff members
from the finance department, led by the CFO, that have overall responsibility for overseeing all significant fair value measurements,
including Level 3 fair values.

The finance department regularly reviews significant unobservable inputs and valuation adjustments. If third party information,
such as broker quotes or pricing services, is used to measure fair values, then the finance department staff assesses the evidence
obtained from the third parties to support the conclusion that such valuations meet the requirements of IFRS, including the level in
the fair value hierarchy in which such valuations should be classified.

Significant valuation issues are reported to the Company's Audit Committee.
g P pany

When measuring the fair value of an asset or a liability, the finance department uses market observable data as far as possible. Fair
values are categorised into different levels in a fair value hierarchy based on the inputs used in the valuation techniques as follows:

- Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities

- Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices)

- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different levels of the fair value
hierarchy, then the fair value measurement is categorised in its entirety in the same level of the fair value hierarchy as the lowest
level input that is significant to the entire measurement.

The Company recognises transfers between levels of the fair value hierarchy at the end of the reporting period during which the
change has occurred.

Further information about the assumptions made in measuring fair values and accoutning policies is included in the following
notes:

- Note 15 - Operating Assets

- Note 20 - Embedded derivatives in power sales contract

- Note 30 - Financial instruments

Significant accounting policies

The Company has consistently applied the accounting policies set out in this note to all periods presented in these financial
statements except as explained in Changes in accounting policies.

Changes in accounting policies

The Company has adopted all new standards, as well as amendments to standards with a date of initial application prior to or on 1
January 2019 that have been approved by the EU (the European Union). IFRS 16 - Leases has been adopted during the period
resulting in asset previously categorized as prepaid lease and royalty fee is now categorized as intangible asset and treated as such.
Leased land and buildings is now shown as a commitment and as an asset under operating assets. At the start of the year the
committment amounted to ISK 104 million. The initial application did not effect the Company’s equity at 1.1.2019.

Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Company. The Company controls an entity when it is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to affect those returns through its power over the entity. The
financial statements of subsidiaries are included in the consolidated financial statements from the date on which control commences
until the date on which control ceases.

All amounts in thousands of ISK

HS Orka Financial Statements 31 December 2019
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Notes to the Financial Statements

4, Significant accounting policies, continued;

(i)  Associates
Associates are those entities in which the Company has significant influence, but not control, over their financial and operating
policies. Significant influence is presumed to exist when the Company holds between 20 and 50 percent of the voting power of
another entity.

Investments in associates are accounted for using the equity method and are recognized initially at cost. The cost of the investment
includes transaction costs.

The financial statements include the Company’s share of the profit or loss and other comprehensive income, after adjustments to
align the accounting policies with those of the Company, from the date that significant influence commences until the date that
significant influence ceases.

When the Company’s share of losses exceeds its interest in an equity-accounted investee, the carrying amount of that interest,
including any long-term investments, is reduced to zero, and the recognition of further losses is discontinued except to the extent
that the Company has an obligation or has made payments on behalf of the investee.

b. Foreign currency
Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at exchange rates at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional
currency at the exchange rate at that date. The foreign currency gain or loss on monetary items is the difference between amortized
cost in the functional currency at the beginning of the period, adjusted for effective interest and payments during the period, and
the amortized cost in foreign currency translated at the exchange rate at the end of the year. Non-monetary assets and liabilities
denominated in foreign currencies that are measured at fair value are retranslated to the functional currency at the exchange rate at
the date that the fair value was determined. Foreign currency differences arising on retranslation are recognized in profit or loss.
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the
date of the transaction.

c. Financial instruments

(i) Non-derivative financial assets
Trade receivables and debt securities issued are initially recognised when they are originated. All other financial assets and financial
liabilities are initially recognised when the Group becomes a party to the contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is initially measured at
fair value plus, for an item not at Fair value through profit and loss (FVTPL), transaction costs that are directly attributable to its
acquisition or issue. A trade receivable without a significant financing component is initially measured at the transaction price.

The Company derecognises a financial asset when the contractual rights to the cash flows from the financial asset expire, or it
transfers the rights to receive the contractual cash flows in a transaction in which substantially all of the risks and rewards of
ownership of the financial asset are transferred or in which the Company neither transfers nor retains substantially all of the risks
and rewards of ownership and it does not retain control of the financial asset.

Financial assets and financial liabilities are offset and the net amount presented in the statement of financial position when, and only
when, the Company currently has a legally enforceable right to set off the amounts and it intends either to settle them on a net basis
or to realise the asset and settle the liability simultaneously.

The Company classifies non-derivative financial assets into the following categories: financial assets at fair value through profit or
loss and financial assets measured at amortised cost.

Financial assets at fair value through profit or loss comprise investment in other companies.

All amounts in thousands of ISK
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Notes to the Financial Statements

(i)

(iv)

V)

Significant accounting policies, continued;

Financial assets measured at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at FVTPL:

— it is held within a business model whose objective is to hold assets to collect contractual cash flows; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding.

These assets are subsequently measured at amortised cost using the effective interest method. The amortised cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain or
loss on derecognition is recognised in profit or loss.

Financial assets measured at amortised cost comprise cash and cash equivalents and trade and other receivables.

Cash and cash equivalents comprise cash balances and call deposits with original maturities of three months or less.

Non-derivative financial liabilities
The Company initially recognizes debt securities issued on the date that they are originated. All other financial liabilities are
recognized initially on the trade date at which the Company becomes a party to the contractual provisions of the instrument.

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled, or expire. The Company
also derecognises a financial liability when its terms are modified and the cash flows of the modified liability are substantially
different, in which case a new financial liability based on the modified terms is recognised at fair value.

The Company classifies non-derivative financial liabilities into the other financial liabilities category. Such financial liabilities are
recognized initially at fair value plus any directly attributable transaction costs. Subsequent to initial recognition these financial
liabilities are measured at amortized cost using the effective interest method.

Financial liabilities other than derivatives comprise loans and borrowings and trade and other payables.

Derivative financial instruments

Derivatives are recognized initially at fair value; attributable transaction costs are recognized in profit or loss as incurred. Subsequent
to initial recognition, derivatives (including embedded derivatives) are measured at fair value in the statement of financial position
and changes in fair value are recognized in profit or loss as part of financial income or cost.

Separable embedded derivatives

Embedded derivatives are separated from the host contract and accounted for separately if the economic characteristics and risks of
the host contract and the embedded derivative are not closely related, a separate instrument with the same terms as the embedded
derivative would meet the definition of a derivative, and the combined instrument is not measured at fair value through profit or
loss.

HS Orka has two long-term power sales agreements which contain embedded derivatives. Income from these agreements is directly
correlated to changes in the future price of aluminum. Changes in the fair value of derivatives not designated as a hedge and
separable embedded derivatives are recognized immediately in profit or loss.

Share capital

Ordinary shares

Incremental costs directly attributable to issuance of ordinary shares are recognized as a deduction from equity, net of any tax
effects.

All amounts in thousands of ISK

HS Orka Financial Statements 31 December 2019
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Notes to the Financial Statements

@

(i)

Significant accounting policies, continued;
Operating assets
Recognition and measurement

Items of operating assets are measured at cost or revalued cost less accumulated depreciation and accumulated impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets includes the
cost of materials and direct labour, any other costs directly attributable to bringing the assets to a working condition for their
intended use and capitalized borrowing costs. Purchased software that is integral to the functionality of the related equipment is
capitalized as part of that equipment.

The Company's power plants and real estate holdings are measured at revalued cost in the statement of financial position. The
revalued cost is the fair value at the revaluation date less accumulated depreciation. Revaluation is carried out on a regular basis.
Any increase in the carrying amount of operating assets as a result of a revaluation is recognized in equity under the heading of
revaluation reserve net of income tax. Depreciation of the revalued cost is recognized in profit or loss and an adjustment reflecting
this amount is transferred quarterly from the revaluation reserve to retained earnings. Revaluations are expected to occur every three
to four years or when market factors indicate a significant change in value. The latest valuation of Svartsengi Power plant and the
Reykjanes Power plant took place on 31 December 2018. Other assets were revalued in 2008.

When parts of an item of operating assets has different useful lives, they are accounted for as separate items of operating assets.

Gains and losses on disposal of an item of operating assets are determined by comparing the proceeds from disposal with the
carrying amount of operating assets, and are recognized on a net basis within other income or other expenses in profit or loss.
When revalued assets are sold, the amounts included in the revaluation reserve are transferred to retained earnings.

Subsequent costs
Subsequent expenditure is capitalised only when it is probable that the future economic benefits associated with the expenditure will
flow to the Company. Ongoing repairs and maintenance are expensed as incurred.

Depreciation

Depreciation is based on the cost or revalued cost of an asset less its residual value. Significant components of individual assets are
assessed and if a component has a useful life that is different from the remainder of that asset, that component is depreciated
separately.

Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful lives of each component of an item of
operating assets. Land is not depreciated.

Operating assets are depreciated from the date they are installed and are ready for use, or in respect of internally constructed assets,
from the date the asset is completed and ready for use.

The estimated useful lives for the current and comparative year are as follows:

Power plants 40 years
Boreholes 20 years
Electrical systems 50 years
Hot water and cold water distribution systems 50 years
Real estate 50 years
Other operating assets 5-20 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.

All amounts in thousands of ISK

HS Orka Financial Statements 31 December 2019
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Notes to the Financial Statements

4.
e.

(@

(i)

@iv)

Significant accounting policies, continued;

Intangible assets

Research and development

Expenditure on research or activities, undertaken with the prospect of surveying geothermal areas, where geothermal resource is
uncertain, and surveying other areas suitable for power production by other sources, and in order to gain new scientific or technical
knowledge, is recognized in profit or loss when incurred.

Development activities involve surveys of geothermal areas and other areas suitable for power production by other sources where
there is probability of future development and power production. Development expenditure is capitalized only if development costs
can be measured reliably, the product or process is technically and commercially feasible, future economic benefits are probable,
and the Company intends to and has sufficient resources to complete development and to use or sell the asset. The expenditure
capitalized includes the cost of materials, direct labor, overhead costs that are directly attributable to preparing the asset for its
intended use, and capitalized borrowing costs. Other development expenditure is recognized in profit or loss as incurred.

When a decision on producing power or harnessing of geothermal areas has been made, and all required licenses have been
obtained, the preparation cost due to harnessing or production of power is transferred to operating assets under construction.

Capitalized development expenditure is measured at cost less accumulated impairment losses. Development assets are tested
annually for impairment. Due to uncertainty surrounding the companies' deep drilling project and the research nature of the project
the associated cost have not been capitalized, but expensed. (note 35)

Other intangible assets
Other intangible assets that are acquired by the Company, including software, which have finite useful lives are measured at cost less
accumulated amortization and accumulated impairment losses.

Subsequent expenditure
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the specific asset to which it
relates. All other expenditure is recognized in profit or loss when incurred.

Amortization

Amortization is based on the cost of an asset less its residual value.

Amortization is recognized in profit or loss on a straight-line basis over the estimated useful lives of depreciable intangible assets
from the date that they are available for use. The estimated useful lives for the current and comparative years are as follows:

Software 5-10 years

Amortization methods and useful lives are reviewed at each reporting date and adjusted if appropriate.

All amounts in thousands of ISK
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Notes to the Financial Statements

o

Significant accounting policies, continued;
Leased assets

At commencement or on modification of a contract that contains a lease component, the Company allocates the consideration in
the contract to each lease component on the basis of its relative stand-alone prices. However, for the leases of property the
Company has elected not to separate non-lease components and account for the lease and non-lease components as a single lease
component.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is initially
measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or before the
commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or
to restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the end of the
lease term, unless the lease transfers ownership of the underlying asset to the Company by the end of the lease term or the cost of
the right-of-use asset reflects that the Company will exercise a purchase option. In that case the right-of-use asset will be
depreciated over the useful life of the underlying asset, which is determined on the same basis as those of property and equipment.
In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of
the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Company’s incremental
borrowing rate. Generally, the Company uses its incremental borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various external financing sources and
makes certain adjustments to reflect the terms of the lease and type of the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

— fixed payments, including in-substance fixed payments;

— variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the commencement date;
— amounts expected to be payable under a residual value guarantee; and

— the exercise price under a purchase option that the Company is reasonably certain to exercise, lease payments in an optional
renewal period if the Company is reasonably certain to exercise an extension option, and penalties for early termination of a lease
unless the Company is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a change in
future lease payments arising from a change in an index or rate, if there is a change in the Company’s estimate of the amount
expected to be payable under a residual value guarantee, if the Company changes its assessment of whether it will exercise a
purchase, extension or termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-use
asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

The Company presents right-of-use assets that do not meet the definition of investment property in ‘property, plant and equipment’
and lease liabilities in ‘loans and borrowings’ in the statement of financial position.

Short-term leases and leases of low-value assets
The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and short-term

leases, including I'T equipment. The Company recognises the lease payments associated with these leases as an expense on a straight-

line basis over the lease term.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is based on the first-in first-out
principle, and includes expenditure incurred in acquiring the inventories and bringing them to their existing location and condition.
Net realizable value is the estimated selling price in the ordinary course of business less the estimated cost of completion and selling
expenses.

All amounts in thousands of ISK
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Notes to the Financial Statements

(i)

(i)

Significant accounting policies, continued;

Impairment

Non-derivative financial assets

A financial asset not classified as at fair value through profit or loss, including an interest in an equity-accounted investee, is assessed
at each reporting date to determine whether there is objective evidence that it is impaired. A financial asset is impaired if there is
objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset, and that
loss event(s) had an impact on the estimated future cash flows of that asset that can be estimated reliably.

In assessing collective impairment the Company uses historical trends of the probability of default, timing of recoveries and the
amount of loss incurred, adjusted for management’s judgment as to whether current economic and credit conditions are such that
the actual losses are likely to be greater or less than suggested by historical trends. In addition, for an investment in an equity
security, a significant or prolonged decline in its fair value below its cost is objective evidence of impairment. The Company
considers a decline of 20 percent to be significant and a period of 9 months to be prolonged.

Non-financial assets

The carrying amounts of the Company's non-financial assets, other than inventories and deferred tax assets are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists then the asset's recoverable
amount is estimated. For intangible assets that are not yet available for use, the recoverable amount is estimated each year at the
same time.

Impairment is recognized if the carrying amount of an asset exceeds its estimated recoverable amount. Impairment loss of revalued
operating assets is recognized in equity under revaluation reserve up to the value of the reserve, after which they are recognized in
profit or loss. Impairment losses of other assets are recognized in profit or loss.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortization, if no impairment loss had been recognized.

Employee benefits

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into a separate entity
and will have no legal or constructive obligation to pay further amounts. Obligations for contributions to defined contribution
pension plans are recognized as an employee benefit expense in profit or loss in the periods duting which services are rendered by
employees. Prepaid contributions are recognized as an asset to the extent that a cash refund or a reduction in future payments is

available.

Defined benefit plans

The Company's net obligation in respect of defined benefit pension plans or pension fund commitment is calculated separately for
each plan by estimating the amount of future benefit that current and former employees have earned in return for their service in
the current and prior periods. That benefit is discounted to determine its present value. The calculation is performed annually by
qualified actuaries using a method based on earned benefits. Remeasurements of the net defined liabilities related to actuarial gains
and losses are recognised in OCI, other expenses related to the defined benefit plans are recognized as incurred in profit or loss.

Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation that can be
estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value
of money and the risks specific to the liability. The unwinding of the discount is recognized as a finance cost.

Revenue
Revenue from the sale of electricity and hot water along with power transmission are recognized in profit or loss based on
recorded measurement of delivery during the period. Between measurements, usage is estimated based on prior period usage.

Other revenues are recognized when the goods or services are delivered.
Revenues are usually invoiced monthly with 30 day payment terms.

All amounts in thousands of ISK
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Significant accounting policies, continued;

Net finance income (expense)

Finance income is comprised of interest income on funds invested, dividend income from investments in other companies, changes
in the fair value of financial assets at fair value through profit or loss, foreign currency gains and gains on derivatives that are
recognized in profit or loss. Interest income is recognized as it accrues in profit or loss, using the effective interest method.
Dividend income is recognized on the date that the Company’s right to receive payment is established.

Finance costs are comprised of interest expense on borrowings, unwinding of the discount on provisions, foreign currency losses,
losses on derivatives that are recognized in profit or loss, changes in the fair value of financial assets at fair value through profit or
loss, and impairment losses recognized on financial assets other than trade receivables. Borrowing costs that are not directly
attributable to the acquisition, construction or production of a qualifying asset are recognized in profit or loss using the effective
interest method.

Foreign currency gains and losses are reported on a net basis as either finance income or finance costs depending on whether
foreign currency movements are in a net gain or net loss position.

Income tax
Income tax recovery (expense) is comprised of current and deferred tax. Current tax and deferred tax are recognized in profit or
loss except to the extent that it relates to items recognized directly in equity or in other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the
reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognized using the balance sheet method, providing for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at the
tax rates that are expected to be applied to temporary differences when they reverse, based on the laws that have been enacted or
substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset
current tax liabilities and assets, and they relate to income taxes levied by the same tax authority.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the extent that it is
probable that future taxable profits will be available against which they can be utilized. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Government grants (including European Union (EU)

Government grants related to assets are initially recognised as deferred income at fair value if there is reasonable assurance that they
will be received and the Company will comply with the conditions associated with the grant; they are then recognised in profit or
loss as other income on a systematic basis over the useful life of the asset.

Grants that compensate the Company for expenses incurred are recognised in profit or loss on a systematic basis in the periods in
which the expenses are recognised.

Segment reporting

An operating segment is a component of the Company that engages in business activities from which it may earn revenues and
incur expenses, including revenues and expenses that relate to transactions with any of the Company’s other components. All
operating segments’ operating results, for which discrete financial information is available, are reviewed regularly by the Company’s
management to make decisions about resources to be allocated to the segment and assess its performance, and for which discrete
financial information is available.

New standards and interpretations

A number of new standards are effective for annual periods beginning after 1 January 2019 and earlier application is permitted;

however, the Group has not early adopted the new or amended standards in preparing these consolidated financial statements.
The following amended standards and interpretations are not expected to have a significant impact on the Group’s consolidate

financial statements. Those new accounting standards which may be relevant to the Company’s financial statements are set out

below. Amendments to References to Conceptual Framework in IFRS Standards.

— Definition of a Business (Amendments to IFRS 3).

— Definition of Material (Amendments to IAS 1 and IAS 8).

All amounts in thousands of ISK
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5. Segment reporting

The Company has three operating segments that are described below:

Power production

Includes production and sale of electricity, heating water and fresh water from subterranean steam.

Electricity sale

Includes purchases and sale of electricity to users other than mass users and power companies.

Other

Includes sale of service, rental of facilities and equipment, and other sales.

2019 Power Electricity Other Total
production sale
External revenue 3.029.969 5.572.608 251.774 8.854.350
Inter-segment revenue 2.634.952 0 0 2.634.952
Total segment revenue 5.664.921 5.572.608 251.774 11.489.302
Segment operating results 74.452 680.108 171.830 926.390
Unallocated items
Other operating expenses (1.967.110)
Research and development (277.094)
Net finance expence (975.043)
Share of profit of associates 11.651.726
Income tax recovery 458.571
Net profit for the year 9.817.440
Segment assets 50.670.639 4.234 50.674.873
Unallocated assets 6.505.403
Total assets 57.180.276
Unallocated liabilities 20.684.164
Capital expenditures 6.737.932 0 6.737.932
Unallocated capital expenditures ... 42.313
Depreciation and amortization .. 3.169.289 1.401 3.170.689
Unallocated depreciation and amortization ... 47.666

HS Orka Financial Statements 31 December 2019
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5. Segment reporting (continued)

2018 Power Electricity Other Total
production sale

External revenue 3.034.398 5.752.024 110.053 8.896.475

Inter-segment revenue 2.383.739 0 0 2.383.739

Total segment revenue 5.418.137 5.752.024 110.053 11.280.214

Segment operating results 1.321.279 854.604 15.402 2.191.285

Unallocated items

Other operating expenses (621.198)
Research and development (152.570)
Net finance expense (2.741.644)
Share of profit of associates 986.989
Income tax recovery 264.826
Net loss for the year (72.312)
Segment assets 47.564.592 5.634 0 47.570.226
Unallocated assets 10.167.777
Total assets 57.738.004
Unallocated liabilities 17.111.188
Capital expenditures 3.102.143 0 0 3.102.143
Unallocated capital expenditures .........ccccoeveneiierinnncn. 43.831
Depreciation and amortization 1.697.093 747 0 1.753.358
Unallocated depreciation and amortization ... 43.888

6. Major customers (customers with more than 10% of total revenue)
Three customers account for more that 10% of total revenue. Largest customer of the Company’s power production segment
amounted to ISK 1.773 million (2018: ISK 1.754 million) and the largest customer in electricity sale amounted to ISK 1.301 million
(2018: ISK 1.028 million).

Revenues from HS Veitur hf. were as follows:

Power Electricity Other Total
production sale
Revenues 2019 841.719 413.338 0 1.255.057
Revenues 2018 841.988 416.750 1.229 1.259.968

All amounts in thousands of ISK
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7.

Production cost and cost of sales

Production cost

Cost of sales

Cost of service

Production costs and cost of sales are specified as follows based on nature of cost:

Salaries and related expenses

Depreciation

Impairment
Power purchases

Transmission

Maintenance and other production cost

Other operating expenses

Salaries and related expenses

Increase in pension fund obligation

Administrative expenses

Other expenses

Pension receivable impairment*

Depreciation and amortization

*see note 22

Research and development

Salaries and related expenses

R&D projects
EU grants

Depreciation and amortization

Research grants are discussed further in note 35.

HS Orka Financial Statements 31 December 2019

2019 2018
5.589.902 4.096.859
2.257.547 2.513.682

80.511 94.651
7.927.960 6.705.190
2019 2018
793.594 644.205
2.338.549 1.753.358
832.140 0
2.067.159 2.403.446
495.262 456.096
1.401.256 1.448.085
7.927.960 6.705.190
2019 2018
381.819 325.284
19.569 19.410
373.273 234.738
240.640 0
906.592 0
45.216 41.766
1.967.110 621.198
2019 2018
67.049 72,751
242,447 129.473
(34.853) (51.775)
2.451 2121
277.094 152570

All amounts in thousands of ISK
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10. Salaries and related expenses

2019 2018
Salaries 1.121.127 878.636
Contribution to defined contribution fund 147.684 116.737
Increase in pension obligation 53.066 62.703
Other salary related expenses 117.613 96.624
1.439.490 1.154.700
Average number of employees equivalent 71 63

Salaries and salary related expenses including changes in pension obligations are allocated as follows:

2019 2018
Capitalized on projects 143.962 49.758
Production cost and cost of sale 793.594 644.205
Research and development 67.049 72.751
Other operating expenses 401.389 344.694
Recognized in other comprehensive income 33.496 43.293
1.439.490 1.154.700

Termination benefits to the former CEO and key employees of ISK 97 is recognised during the year 2019.
Salaries paid to the Board of Directors and management amounted to ISK 67 million in 2019 (2018: ISK 58 million).

11.  Auditor’s fee
Fee’s paid to the companies auditors in the year 2019 were ISK 22,3 million (2018: 17,2 million) thereof ISK 13,3 million (2018:
12,8 million) reflects fees for the audit of the Annual Financial Statement and review of quartetly financials statements.. Other
services bought from KPMG amounted to ISK 9,0 million in 2019 (2018: ISK 4.4 million).

12. Depreciation, amortization and impairment

Depreciation, amortization and impairment is specified as follows: 2019 2018
Depreciation of operating assets, see note 15 2.377.376 1.788.260
Impairment of Operating assets under construction see N0te 16 .....oowvvvereveerneceerseervreriinnns 832.140 0
Amotization of intangible assets, see note 17 8.840 8.987
3.218.356 1.797.246
Depreciation and amortization is allocated as follows:
Production cost and cost of sales 3.170.689 1.753.358
Other operating expenses 45.216 41.766
Reasearch and development 2.451 2.121
3.218.356 1.797.246

All amounts in thousands of ISK
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13.

14.

Finance income and expense

Finance income and expenses are specified as follows:

Finance income:

Interest income on cash, loans and receivables

Finance cost

Interest expense

Prepayment fee of retirement of long term debt

Net exchange rate differences

Changes in fair value of embedded derivatives

Capitalized interest amounted to 5.09% (2018: 3.60%)

Income tax

Effective tax rate is specified as follows:

Origination and reversal of temporary difference

Current ta

Effective tax rate is specified as follows:

Profit (Loss) for the year.
Income tax (recovery) expense

Profit (loss) before ta

Income tax according to current tax rate ...
Effect of associates

Effective income tax rate

Income tax recognized in OCl is specified as follows:

2019

(1.871.774)
2.330.345

458.571

20,0%
-24,9%
-4,9%

Income tax on revaluation on operating assets

Tax on other item that will not be reclassified to proft or loss

Total income tax in OCI

HS Orka Financial Statements 31 December 2019

2019 2018
19.302 88.713
19.302 88.713

(314.133) (245.583)
(350.000) 0
(664.133) (245.583)
(83.202) (399.949)
(247.010) (2.184.824)
(975.043) (2.741.643)
215.957 27.656
2019 2018
458,571 506.681
0 (241.855)
458,571 264.826
2019 2018
9.817.440 (72.312)
(458.571) (264.826)
9.358.868 (337.138)

2018

67.428 20,0%
197.398 58,6%
264.825 78,6%

2019 2018

0 1.400.000
(6.699) (8.659)
(6.699) 1.391.341

All amounts in thousands of ISK
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15. Operating assets

Revaluation of operating assets

The Svartsengi and Reykjanes power plant were revalued to fair value on 31 December 2018. The revaluation amounted to ISK
7,000 million. The calculations were performed by the HS Orka financial department. Other property’s were revalued to fair value
at 1 January 2008.

Power Other operating Total

plants assets
Historical cost
Balance at 1 January 2018 39.602.699 2.021.396 41.624.095
Additions during the year 1.284.666 85.517 1.370.183
Revaluation at 31 December 2018 7.000.000 0 7.000.000
Depreciation adjustments (7.394.246) 0 (7.394.246)
Eliminated on disposal 0 (51.635) (51.635)
Balance at 31 December 2018 40.493.119 2.055.278 42.548.397
Additions during the year 1.978.257 73.706 2.051.963
Transferred from Prepaid lease and royalty fee ... 543.513 0 543.513
Lease assets 106.717 0 106.717
Eliminated on disposal 0 (7.358) (7.358)
Balance at 31 December 2019 43.121.605 2.121.626 45.243.231
Depreciation
Balance at 1 January 2018 5.687.013 201.284 5.888.297
Depreciation for the year 1.707.233 81.027 1.788.260
Eliminated on disposal 0 (40.005) (40.005)
Depreciation adjustments (7.394.246) 0 (7.394.246)
Balance at 31 December 2018 0 242.305 242.305
Depreciation for the year 2.288.856 88.520 2.377.376
Eliminated on disposal 0 (3.988) (3.988)
Balance at 31 December 2019 2.288.856 326.837 2.615.693
Net book value
Book value at 1 January 2018 33.915.687 1.820.112 35.735.799
Book value at 31 December 2018 40.493.119 1.812.973 42.306.092
Book value at 31 December 2019 40.832.749 1.794.789 42.627.538
Net book value without revaluation
1 January 2018 24.384.190 1.754.672 26.138.862
31 December 2018 24.513.482 1.749.689 26.263.171
31 December 2019 25.317.211 1.737.033 27.054.243
Depreciation rates 2-5% 5-20%

Other operating assets include capitalized land and buildings with the carrying amount of ISK 1.273 million (2018: ISK 1.284
million).

Rateable value and insurance value

Rateable value of the Company's buildings amounted to ISK 3.724 million at year-end 2019 (2018: ISK 3.257 million) and land
measured at rateable value amounted to ISK 2.323 million (2018: ISK 2.142 million). Insurance value of the Company's assets
amounted to ISK 51.747 million (2018: ISK 44.851 million).

Pledge of assets

The Company's power plants at Reykjanes and Svartsengi are pledged to secure bank loans in the amount of ISK 10.972 million
(2018: ISK 7.928 million).

All amounts in thousands of ISK
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16.

17.

Operating assets under construction

Operating assets under construction are specified as follows:

Net book value at 1 January 2018

Additions during the year

Net book value at 31 December 2018

Additions during the year
Transferred to inventories

Impairment

Net book value at 31 December 2019

3.880.878
1.465.444
5.346.323
4704.376
(1.109.457)
(832.140)
8.109.102

Operating assets under construction represent capitalized cost related to the Braarvirkjun hydro project and Reykjanes unit 4.

During 2019 management revised the use of turbine 3 which resulted in a transfer of the generator and condenser amounting to
ISK 1,009 million to unit 4 in Reykjanes. The steam turbine and auxilliaries amounting to ISK 1,109 million were transferred to
inventories and will be used in Svartsengi or Eldvorp. An impairment of the remaining auxillieries and design work amounting to

ISK 832 million is recognised at the end of 2019.

Indication of impairment

The operating assets under construction relating to the Braarvirkjun hydro project was tested for impairment at 31 December 2019
by estimating its recoverable amount. No impairment was recognised for Braarvirkjun. The impairment test was based on several
assumptions, of price and market conditions, operating cost, WACC and the estimated capital structure, which could affect the

recoverability of the assets.

Intangible assets

Historical cost
Balance at 1 January 2018

Additions during the year
Balance at 31 December 2018

Additions during the year
Balance at 31 December 2019

Amortization
Balance at 1 January 2018

Amortization for the year

Balance at 31 December 2018

Amortization for the year

Balance at 31 December 2019

Net book value
Net book value at 31 December 2018

Net book value at 31 December 2019

Amortization rates

HS Orka Financial Statements 31 December 2019

Software Development Total
costs
373.235 1.276.582 1.649.817
4.965 195.526 200.491
378.199 1.472.108 1.850.308
0 23.907 23.907
378.199 1.496.015 1.874.215
290.793 146.241 437.034
8.987 8.987
299.780 146.241 446.021
8.840 0 8.840
308.620 146.241 454.861
78.420 1.325.867 1.404.288
69.579 1.349.774 1.419.355
10-25%

All amounts in thousands of ISK
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17.

18.

Intangible assets, continued;

Impairment test

Development cost includes the costs for experimental drilling at Trolladyngja, Krysuvik and Eldvorp . Relevant costs are capitalized
to the extent that it is probable that future benefits are generated in order to recover the investment. HS Orka hf. holds research
permits in these areas and according to management results from analysis to date are positive. If it becomes evident that the
development cost will not be utilized by the Company to generate revenue it must be expensed as an impairment cost. Management
has confirmed that the above projects are feasible and it is likely that they will generate revenues in the future. Review for
indication of impairment was performed at the end of 2019 and results are in excess of capitalized cost.

Trolladyngja

In 2012 The Icelandic parliament accepted “Rammadztlun II” a national Energy development plan, which categorized existing
hydro and geothermal power sites into three groups: protected sites, pending sites and power developing sites. The Trolladyngja
area is categorized as a pending site meaning more information, research and data is required. The carrying amount of Trélladyngja
was at year end 2019 ISK 683 million (2018 year end ISK 683 million).

Investments in associates and subsidiaries

Investments in associates and subsidiaties are as follows:

Carrying amount Carrying amount

Shares in associates Share 31.12.2019 Share 31.12.2018
Blda Lo6nid hf. (the Blue Lagoon), Iceland ................... 0,00% 0 30,00% 3.272.476
DMM lausnir ehf., Iceland 27,20% 16.960 27,20% 18.359
Sudurorka ehf., Iceland 50,00% 0 50,00% 239.638
Heimsping 2020 chf, Iceland 33,00% 200 33,00% 200
HS Orkurannsoknir ehf., Iceland .. . 100,00% 500 100,00% 500
Vesturverk 80,47% 595.384 70,59% 420.384
613.044 3.951.555

2019 2018

Balance at beginning of year 3.951.555 3.275.236
Share of profits 99.097 986.989
Effects of distribution off shares 11.278.629 0
Currency translation difference reclassified to profit or loss 274.000 0
11.651.726 986.989
Currency translation differences 129.547 186.005
Currency translation difference reclassified to profit or loss (274.000) 0
(144.453) 186.005
Additions during the year 175.000 111.101
Dividends (2.428) (607.775)
Decrease of Share Capital and Share premium, paid with share in Blue Laoon (15.018.357) 0
Balance at year end 613.044 3.951.556

Results from Heimsping ehf. are not included in the share of profit of associates.

In May 2019 the Company's shate in the Blue Lagoon was distributed to shareholders. The distribution was recognised at fair value
of the shares. When assessing the fair value to the shares the Company used as benchmark recent transactions with shares in the
Blue Lagoon. At shareholders meeting on 24 May 2019 a motion was made by the Board of Directors of a payment to sharecholders
amounting to USD 122.379.050 equivalent to ISK 15.018 million by delivering all the company’s shares in Bliaa L6nid hf. (the Blue
Lagoon) of nominal value of ISK 264.386.580. This transaction resulted in ISK 11.279 million gain accounted for in profit and loss.
An impairment of the Sudurverk investment amounting to ISK 240 million is recognized at the end of 2019.

All amounts in thousands of ISK
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19.

20.

Investments in other companies

Carrying amount Carrying amount

Share 31.12.2019 Share 31.12.2018
Keilir ehf., Iceland 10,20% 17.500 10,20% 17.500
Islensk nyorka ehf., Iceland 8,10% 9.575 8,10% 9.575
27.075 27.075

Embedded derivatives in power sales contracts

In 2004 The Company signed power sales agreements with Nordural on power supply until the year 2026. In 1999 the Company
also signed an agreement with Landsvirkjun for the sale of power until the year 2019. Payments under the agreements are made in
USD and are linked to the price of aluminum.

These long-term power sales agreements feature embedded derivatives, the value of which is adjusted upon changes in the future
price of aluminum.

In evaluating the value of embedded derivatives, generally accepted valuation methods are applied, as the market value is not
available. The fair value of the power purchase agreements is calculated on the basis of the forward price of aluminum. The
expected present value of cash flows based on the reporting date is calculated on the basis of the registered forward price of
aluminum on the London Metal Exchange (LME) over the remaining lifetime of the contracts. The expected present value of cash
flows, from the agreements, on the agreement date is deducted from this value based on aluminum price assumptions used for the
conclusion of the agreements. The difference is a fair value change of the derivative, which is recognized in profit or loss.
Embedded derivatives in power purchase agreements are expected to have no value at the beginning of the agreements.

When calculating the present value the discount rate the Company uses is based on the current government yield curve for US
sovereign strips plus applicable counterparty risk spread which is calculated based on the credit rating of the counterparty.

Fair value of embedded derivatives is as follows: 2019 2018

Fair value of embedded derivatives at 1 January (1.542.022) 642.802
Changes in fair value (247.010) (2.184.824)
Fair value of embedded derivatives at 31 December (1.789.031) (1.542.022)

Interest rates used for determining fair value of embedded derivatives: ......c.ccocvveruneiunne

For sensitivity of aluminum prices and interest rates a reference is made to note 30.
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2.44%-3.05%

3.68%-4.51%

All amounts in thousands of ISK
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21. Prepaid lease and royalty fee

The prepaid royalty fee and land lease is now recognised as an opearating asset, see notes 4 and 15

22. Long-term receivables

Changes in long-term receivables from HS Veitur hf. are as follows: 31.12.2019 31.12.2018
Long-term receivable from HS veitur due to pension liability 1.1. ..o 833.284 742.561
HS Veitur share of increase in pension obligation 76.453 94.953
Collected from HS Veitur (3.145) (4.230)
Impairment (906.592) 0
0 833.284

In February 2016 HS Orka issued a legal letter to HS Veitur hf. demanding full payment of the long-term receivable in relation to
the shared pension liability. This was following receipt of a termination notice by HS Veitur of an agreement regarding payments of
the pension liability, sent on 31 December 2015. The two companies had reached an agreement in 2011 on HS Veitur’s share and
HS Orka considered its claim on the basis of that agreement to be fully valid. Negotiations did not settle the matter and it was taken
to court to decide the matter. The district court proceedings took place in March 2018 and verdict was given on 17 April 2018
accepting all of HS Orka claims and the agreement to be valid. HS Veitur then appealed the decision at the Icelandic National
Court (Landsréttur). Landsréttur handed down its judgment the matter on 8 March 2019 overturning the District Court’s judgment
ruling the agreement to be void. On 5 April 2019 HS Orka handed in to the Supreme Court of Iceland a request for permission to
appeal judgement No. 409/2018 of Landstéttur in the case againt HS Veitur hf. On 6 May 2019 the Supreme Court of Iceland
granted HS Orka permission to appeal the case to the Court and a trial took place 31 October 2019. On 20 November 2019 the
Supreme Court of Iceland confirmed the verdict of Landsréttur based on the 2011 agreement on the division of increases to the
pension liability being contrary to the division of Hitaveita Sudurnesja hf. in 2008 and in breach of the Act on Limited Liabilities
No. 2/1995. Thus, the contract was to this effect deemed unlawful and non-binding. Based on IFRS accounting standards, an
impairment of the outstanding receivable of ISK 909 million related to HS Orka’s and HS Veitur’s shared pension liability was
recognised at the end of 2019.

23. Trade and other receivables

Trade and other receivables are specified as follows:

31.12.2019 31.12.2018
Trade and other receivables 1.250.546 1.299.180
Allowance for bad debt (75.767) (26.830)
Total trade receivables 1.174.779 1.272.350
Other receivables 267.596 137.316

1.442.375 1.409.666

24, Cash and cash equivalents
Cash and cash equivalents are as follows:
31.12.2019 31.12.2018

Bank balances 974.573 1.085.286

The Company's exposure to interest rate risk and sensitivity analysis for financial assets and liabilities is disclosed in note 30.

All amounts in thousands of ISK
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25.

Equity
Issued capital

Issued shares Ratio Total
Outstanding shares at year end 4.092 100% 4.092

Issued share capital, as stipulated in the Company’s Articles of Association, amounted to ISK 4,1 million (2018: ISK 7,841 million).
One vote is attached to each share of one ISK in the Company in addition to rights to receive dividends. All issued capital has been
paid in full.

On Sharcholders Meeting on 24 May 2019 a proposal from the Board of Directors based on Article 149 of Act no. 2/1995, on
Public Limited Liability Companies to decrease the Company’s share capital was approved. The Company’s share capital was
decreased by nominal value ISK 7.837.124.491 by payment to sharcholders based on Art. 51, para 2, sub-para 2 of Act no. 2/1995.
The Company’s share capital following the decrease amounts to ISK 4.000.000 nominal value. Then a motion made by the Board
of Directors of a payment to shareholders amounting to USD 122.379.050 equivalent to ISK 15.018 million by delivering shares of
nominal value of ISK 264.386.580 in Blaa L6nid hf. (the Blue Lagoon).

A Shareholders meeting held on 31 October 2019 resolved to increase the Company's share capital by ISK 91.960 from ISK
4.000.000, to ISK 4.091.960, nominal value, by issuing new shares. The shareholders of the Company agreed to buy the new shares,
pro rata to their shareholding, for the full payment of ISK 1.241.460.000.

Share premium and statutory reserve

Share premium represents excess of payment above nominal value (ISK 1 per share) that shareholders have paid for shares sold by
the Company. According to the Icelandic Companies Act, 25% of the nominal value of share capital must be held in reserve which
can not be paid out as dividend to shareholders.

Translation reserve

The translation reserve comprises of all foreign currency differences arising from the translation of the Company's proportional
share in certain associates.

Other reserve
Other reseserves include recognized share in profit of subsidiaries and associates from 1 January 2016 in excess of dividend received
or declared. This reserve can not be declared for dividend payments.

Revaluation reserve

The revaluation reserve relates to the revaluation of operating assets, net of income tax. The revaluation reserve may not be
distributed as dividends to the Company's shareholders.

Dividends
Dividend paid during 2019 was ISK 0 million (2018: ISK 440 million dividend paid). The Company’s Board of Directors proposes
that no distributions will be paid to the shareholders in the year 2020.

All amounts in thousands of ISK
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26.

Loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing loans and borrowings, which are
measured at amortized cost. For more information about the Company’s exposure to interest rate, foreign currency and liquidity

risk, see note 30.

2019 2018
Total interest bearing debt and borrowings 1 January 8.018.792 6.410.983
New long-term loans and borrowing 0 1.390.427
New Short-term loans and borrowing 3.122.146 0
Repayment of long-term loans and borrowings (246.735) (280.737)
Changes related to financing cash flows 2.875.411 1.109.691
Currency exchange difference 141.451 498.118
Termination fee 350.000 0
Accrued effective interests on short term loan 81.335 0
Other liability related changes 572.786 498.118
Total interest bearing debt and borrowings 31 December 11.466.989 8.018.792
31.12.2019 31.12.2018
Unsecured bank loans 169.130 199.869
Secured bank loans with covenants 11.297.859 7.818.922
Total interest bearing debt and borrowings 11.466.989 8.018.791
Current maturities 8.108.713 289.638
Revolving credit facility 3.189.146 0
Current debt 11.297.859 289.638
Non current debt 169.130 7.729.154
Loans in foreign currency: 31.12.2019 31.12.2018
Final due date ~ Weighted average Carrying Weighted average Carrying
interest rate amount interest rate amount
Loans in EUR.. 2020 3,67% 11.297.859 3,60% 7.818.922
11.297.859 7.818.922
Loans in ISK:
Other loans in ISK....ccovvverrernernes 2031 5,14% 169.130 6,54% 199.869
169.130 199.869
Total interest-bearing loans and borrowings 11.466.990 8.018.791
Annual maturities loans and borrowings are as follows: 31.12.2019 31.12.2018
Year 2020/2019 11.297.859 289.638
Year 2021/2020 15.375 290.869
Year 2022/2021 15.375 390.543
Year 2023/2022 15.375 7.010.603
Year 2024/2023 15.375 15.375
Subsequent 107.631 21.765
11.466.989 8.018.792

The long-term loans with Arion Bank are at the end of year 2019 expected to be paid up in the next twelve months, therefore these
loans are classified current liabilities. A repayment in full of outstanding debt to Arion bank was made on 27 February 2020

Financing

In 2017 HS Orka finalized 112 million Euro financing with Arion bank hf. The loan proceeds was used in part to complete the
construction of the 9.9 MW Bruarvirkjun hydro project, drilling and other field development activities at Reykjanes and to refinance

outstanding loans. The tenure of the facilities agreement with Arion bank was five years but all facilities could be extended up to 18
years. The interest margin on the Arion facilities is 3.15% over Euribor. The loan is recorded at amortized cost and has an effective
interest rate of 3.67%. In 2019 an amendment to the facilites agreement was made reducing the loan principal to EUR 82.3 million
including a revolving credit facility of EUR 25.0 million. The term of the revolving credit facility was 12 months with an option to
extend up to four years and a margin of 3.85% over Euribor. In February 2020 HS Orka’s total outstanding loan commitments

with Arion bank was refinanced by a club of four European banks, refer to note 36 subsequent events.

HS Orka Financial Statements 31 December 2019
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27. Pension obligations

Pension commitment at 1 January

Contribution during the year
Current service costs

Interest expenses
Acturial changes HS Orka part charged to other comprehensive income .........cccvvcunvvenneee
Actuarial changes HS Veitur part charged to profit or loss

Pension commitment at 31 December

Pension obligations are as follows:

The pension fund for State employees
The pension fund for Municipality of Hafnarfjérdur employees
The pension fund for Municipality of Westman Islands employees .......ccccovreerinniinerunnes

According to actuaries' assessment, the Company's accrued pension obligations amounted at year end 2019 to ISK 2,355 million
(2018: ISK 2,301 million), discounted based on an interest rate of 2.0%, taking into account the net assets of part of the pension
funds. Presumptions on life expectancy, mortality rate and discount rate are in accordance with provisions of Regulation no.
391/1998 on obligatory pension right insurance and pension funds' operation. The increase in the obligation in 2019 is based on

general salary increase taking into account interests.

HS Orka Financial Statements 31 December 2019

2019 2018
2.301.331 2.249.369
(79.294) (104.795)
1.703 3915
17.866 44.610
33.496 43.293
79.597 64.939
2.354.700 2.301.331
1.156.537 1.108.831
681.132 686.300
517.031 506.200
2.354.700 2.301.331

All amounts in thousands of ISK
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28. Deferred tax liability

Movement in deferred tax liability is specified as follows: 2019 2018
Balance at beginning of year 3.196.201 2.311.540
Changes recognized in profit or loss (458.571) (264.820)
Changes recognized in other comprehensive income (6.699) 1.391.341
Tax payable 0 (241.855)
Balance at year end 2.730.930 3.196.201

The following are the major deferred tax liabilities and assets recognized:

31.12.2019 31.12.2018
Operating and intangible assets 3.853.528 3.878.002
Detivatives (357.800) (308.404)
Inventories (7.482) 288
Trade and other receivables (15.153) 7.553
Long-term receivables 0 166.657
Pension obligation (470.940) (495.475)
Deferred foreign exchange loss (37.757) (52.421)
Lease liability (20.398) 0
Tax losses carried forward (213.061) 0

2.730.930 3.196.201

Tax loss carry-forward can be utilized over 10 years from the date that the loss is incurred. Tax loss carry-forward at year end
amounted to ISK 465 million and is useable until 2029. Management has concluded, based on its projections, that there will be
sufficient taxable profit in the future to use the tax loss currently carried forward.

29. Trade and other payables

Trade and other payables are as follows:

31.12.2019 31.12.2018
Trade payables 1.387.228 1.076.985
Other payables 478.692 386.503
1.865.920 1.463.489

The Company's exposure to currency and liquidity tisk related to trade and other payables is disclosed in note 30.

All amounts in thousands of ISK
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30.

Financial Instruments

Overview

The Company's activities ate exposed to financial risk consisting of credit risk, liquidity risk and market risk. Market risk consists of
currency risk and interest rate risk.

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives, policies and
processes for measuring and managing risk, and the Company’s management of capital. Further quantitative disclosures are
included throughout these financial statements.

Risk management framework

The risk management is carried out by management under policies approved by the Board of Directors. Management identifies,
evaluates and manages financial risk in close co-operation with the Board of Directors. The Company's risk management program
focuses on addressing the unpredictability of financial markets and seeks to minimize potential adverse effects on the Company's
financial performance. The Company determines whether or not to use derivative financial instruments to hedge certain risk
exposures if such derivatives are available. The Company does not currently hedge its risk exposure except for part of its currency
risk where revenues in USD are indirectly hedged against loans in other foreign currencies.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the Company’s receivables from customers.

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of its customer. Approximately 49%
(2018: 45%) of the Company’s revenue is attributable to sales transactions with the two largest customers. Trade and other
receivables are receivables from retail customers, companies, mass users and power companies.

The Company has set a credit policy where all new significant customers are evaluated for credit risk. Payment history of those
customers is checked.

Most of the Company's customers have been customets for many yeats and loss on receivables has been insignificant in proportion
to turnover. Credit risk management includes taking into account the age of the receivables and financial standing of each
customer. The list of aged receivables is reviewed on a regular basis by the credit controller. Customers that are behind in payments
are not permitted to make further transactions with the Company until they settle their debt or the Company's collection
department approves further transactions based on an agreement.

The Company establishes an allowance for impairment that represents an estimate of expected losses of trade and other receivables.
The main components of this allowance are a specific loss component that relates to individually significant exposures, and a
collective loss component established for companies with similar receivables in respect of losses that have been incurred but not yet
identified. The collective loss allowance is determined based on historical data of payment statistics for similar receivables. A
receivable is written off when it becomes clear it will not be collected, that usually happens when the counterparty files for
bankruptcy.

All amounts in thousands of ISK
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30.

Financial instruments (continued)

Credit risk (continued)

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the
reporting date was:

31.12.2019 31.12.2018
Long term receivables 0 833.284
Trade and other receivables 1.442.375 1.409.666
Cash restricted to EU grant partners 374.605 347.499
Cash and cash equivalents 974.573 1.085.286
2.791.553 3.675.736

The maximum exposure to credit risk for trade receivables at the reporting date by type of customer excluding allowance for
impairment was:

31.12.2019 31.12.2018
Mass users 546.697 557.985
Receivables from HS Veitur 130.389 141.532
Other customers 573.461 599.663
1.250.546 1.299.180
Impairment
The aging of trade receivables and impairment at the reporting date was:
2019 2018
Gross value Impairment Gross value Impairment

Not past due 1.162.744 12.104 1.248.468 991
Past due 0 - 30 days 5.032 1.045 13.246 862
Past due 31 - 60 days 2.453 707 8.438 845
Past due 61 - 90 days 1.201 420 4.370 823
Past due more than 90 days 79.115 61.490 24.658 23.310

1.250.546 75.767 1.299.180 26.830

2019 2018

Balance at 1 January 26.830 26.830
Impairment loss allowance, increase 53.563 7.799
Amounts written off (4.6206) (7.799)
Balance at 31 December 75.767 26.830

A significant part of the balance relates to one customer at year end 2019.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial liabilities that are
settled by delivering cash or another financial asset. The Company’s approach to managing liquidity is to ensure, as far as possible,
that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company’s reputation. At the year end 2019 the Company held cash and
cash equivalent (including restricted cash) in the amount of ISK 1,349 million (2018: 1,433 million).

All amounts in thousands of ISK
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30.

Financial instruments (continued)
Liquidity risk (continued)
Exposure to liquidity risk

The following are the contractual maturities of financial liabilities, including estimated interest payments:

31. December 2019

Contractual cash flows

Less than 1-5 5+ Total
1 year years years
Loans and borrowings * 8.090.094 94.689 151.445 8.336.228
Revolving credit facility 3.208.658 0 0 3.208.658
Lease commitments 6.553 25.004 225914 257.471
EU grant 374.605 0 0 374.605
Trade and other payables 1.865.920 0 0 1.865.920
13.545.831 119.693 377.360 14.042.883
* Arion bank loan is stated based on expected cash flow, see note 22
Exposure to liquidity risk
31. December 2018 Contractual cash flows
Less than 1-5 5+ Total
1 year years years
Loans and borrowings 518.846 8.192.611 153.991 8.865.448
EU grant 347.499 0 0 347.499
Trade and other payables 1.472.836 0 0 1.472.836
2.339.182 8.192.611 153.991 10.685.784

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, aluminum prices and interest rates will affect

the Company’s income or the value of financial instruments. The objective of market risk management is to manage and control

market risk exposures within acceptable parameters, while optimizing the return. Market risk for the Company consists of currency

risk, interest rate risk and aluminum price risk.

Interest rate risk

The majority of the Company's long-term borrowings are subject to variable interest rates. The Company does not currently hedge

its interest rate risk.

Interest-bearing financial assets and liabilities are as follows at the year end:

Financial instruments with floating interest rates

Financial assets

Financial liabilities

Derivatives

Embedded derivatives

HS Orka Financial Statements 31 December 2019

1.349.178 1.432.785
(11.466.990) (8.018.791)
(10.117.811) (6.586.006)
(1.789.031) (1.542.021)
(1.789.031) (1.542.021)

All amounts in thousands of ISK
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30.

Financial instruments (continued)

Fair value sensitivity analysis for fixed rate instruments

At year 2019 and 2018 the Company held no fixed rate financial instruments that were recognised at fair value. As a result changes
in interest rates would have had no effect on carrying amount of financial instruments.

Cash flow sensitivity analysis for floating interest rate instruments

An increase or decrease in interest rates of 100 basis points at the reporting date would have increased (decreased) the return after
tax by the following amounts. This analysis is based on the assumption that all other variables, in particular foreign currency rates,
remain constant. The analysis was performed on the same basis for the year 2018.

Profit or loss

100 bp 100 bp
increase decrease
1.1-31.12.2019
Financial instruments with floating interest rates (80.942) 80.942
Cash flow sensitivity analysis, net (80.942) 80.942
1.1-31.12.2018
Financial instruments with floating interest rates (52.688) 52.688
Cash flow sensitivity analysis, net (52.688) 52.688

Fair value sensitivity analysis for detivatives

An increase or decrease in interest rates of 100 basis points at the reporting date would have increased (decreased) the return after
tax by the following amounts. This analysis is based on that all other variables, in particular foreign currency rates, remain constant.
The analysis was performed on the same basis for the year 2018.

Profit or loss

100 bp 100 bp
increase decrease
1.1-31.12.2019
Embedded derivatives in power sales contracts 37.801 39.677
Fair value sensitivity analysis, net 37.801 39.677
1.1-31.12.2018
Embedded derivatives in power sales contracts 37.104 (39.191)
Fair value sensitivity analysis, net 37.104 (39.191)

All amounts in thousands of ISK
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30.

Financial instruments (continued)
Currency risk

The Company is exposed to currency risk on sales, purchases and borrowings that are denominated in currencies other than ISK.
The currencies in which these transactions primarily are denominated are US Dollar (USD) and Euro (EUR). Exposure to other
currencies is insignificant.

The Company does not use forward contracts or other derivatives to hedge against foreign exchange rate risk. The Company does
indirectly hedge against fluctuation in the ISK towards other currencies with a portion of its revenue in USD with borrowings in
foreign currency.

Exposure to currency risk

The carrying amounts of foreign currency denominated monetary assets and monetary liabilities at the reporting date are as follows:

Liabilities Assets
31.12.2019 31.12.2018 31.12.2019 31.12.2018
EUR 11.672.465 8.166.421 681.546 377.010
USD 34.094 23.824 562.489 889.279
JPY 244.442 2.168 0 0
11.951.001 8.192.413 1.244.035 1.266.289

Average exchange rate Year end exchange rate

2019 2018 2019 2018
The following exchange rates were used during the year:
EUR 137,68 128,09 136,21 133,60
USD 122,94 108,64 121,39 116,61
JPY 1,13 0,98 1,12 1,06

Sensitivity analysis

A 10 percent strengthening of the ISK against the following currencies at 31 December would have increased (decreased) profit or
loss after tax by the amounts shown below. This analysis assumes that all other variables, in particular interest rates, remain
constant. The analysis was performed on the same basis for 2018.

2019 2018
EUR 879.274 623.153
USD (42.272) (69.236)
JPY 19.555 173

A 10 percent weakening of the ISK against the above currencies at 31 December would have had the equal but opposite effect on
profit or loss after tax to the amounts shown above, on the basis that all other variables remain constant.

All amounts in thousands of ISK
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30. Financial instruments (continued)
Aluminium price risk
The Company has entered into power purchase agreements with Nordural on power supply until the year 2026. The Company has
also entered into an agreement with Landsvirkjun on the sale of power until the year 2019. The agreements are in USD and the
contract price of power is based on the world market value of aluminum. The Company does not currently hedge against aluminum
price change.

Sensitivity analysis
A 10 percent increase or decrease of aluminium prices at 31 December would have increased (decreased) profit or loss after tax by
the amounts shown below. The analysis was performed on the same basis for 2018.

Profit or loss

2019 2018
Increase of 10% 929.757 986.136
Decrease of 10% (929.757) (986.130)

Other market risk
Other market value risk is related to investments in bonds and shares and is considered insignificant.

Classification of financial instruments

Financial assets and liabilities are classified as follows:

Financial assets 31.12.2019 31.12.2018
Financial assets recongnised at amortised cost 2.791.553 3.675.736
Financial assets at fair value through profit or loss 27.075 27.225
2.818.628 3.702.960

Financial liabilities 31.12.2019 31.12.2018
Financial liabilities at fair value through profit or loss 1.789.031 1.542.021
Financial liabilities measured at amortized cost 13.809.503 10.080.982
15.598.534 11.623.004

All amounts in thousands of ISK
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31.

Fair value
Fair value versus carrying amounts

The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of financial position, are
as follows:

31.12.2019 31.12.2018
Carrying Fair value Carrying Fair value
amount amount
Interest-bearing long-term debts (level 3) ..o 8.277.843 8.277.843 8.018.792 8.007.678
Revolving Credit Facility 3.189.146 3.189.146 0 0

Interest rates used for determining fair value for disclosure purposes
Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and interest cash
flows, discounted at the market rate of interest at the reporting date.

For foreign denominated debt the discount rates are based on interbank rates. All discount rates include an adequate credit spread,
and were as follows:

Interest rates used for determining fair value:

1.1-31.12.2019 1.1-31.12.2018
Interest-bearing long-term debts Buribor + 315 bps Euribor + 315 bps
Revolving Credit Facility Euribor + 385 bps

Fair value of other financial assets and liabilities is equal to their carrying amount.

The table below analyses assets and liabilities carried at fair value, sorted by valuation method. The different levels have been
defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (ie. as
prices) or indirectly (ie. derived from prices)

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

Level 1 Level 2 Level 3 Total

31 December 2019

Operating assets 0 0 42.627.538 42.627.538
Embedded derivatives 0 (1.789.031) 0 (1.789.031)
Investments in other COMPANIES ......vvrreerivniererinnns 0 0 27.075 0
Total 0 (1.789.031) 42.627.538 40.838.507
31 December 2018

Operating assets 0 0 42.306.092 42.306.092
Embedded derivatives 0 (1.542.021) 0 (1.542.021)
Investments in other COMPANIES ......vvereerivriererinnns 0 27.075 27.075
Total 0 (1.542.021) 42.333.167 40.791.145

All amounts in thousands of ISK
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32. Subsidiary

At end of 2019 the Company held a 80.47% the shares and voting interests in Vesturverk. The main asset of Vesturverk are
development costs and the assets were recognized at fair value, which was considered equal to the consideration paid on the date of
the acquisition.

33. Capital management

The Board's policy is to maintain a strong capital base to sustain future development of the business.

The Company's Board of Directors secks to maintain a balance between the higher returns that might be possible with higher levels
of borrowings and the advantages and security afforded by lower levels of borrowings. The equity ratio was 63.8% at year end 2019
(2018: 70.4%).

34. Related parties

Identity of related parties
The Company has a related party relationship with its shareholders, subsidiaties, associates, fellow subsidiaries, its directors and
executive officers and other companies owned by them.

The Company did not make any sales to shareholders in the years 2019 and 2018. The Company bought services from shareholders
for the amount of ISK 0 million (2018: ISK 1 million).

The Company purchased goods and services from associate companies in the amount of ISK 11 million in the year 2019 (2018:
ISK 14 million).

The Company sold goods to associate companies in the amount of ISK 40 million (2018: ISK 115 million).

The Company lent it’s subsidiary, Vesturverk, ISK 30 million in 2019 with interest rate 10,75%. Loan maturity is in March 2020

35. Research grants

In 2000 a consortium of three Icelandic energy companies including HS Orka’s predecessor Hitaveita Sudurnesja, Landsvirkjun and
Orkuveita Reykjavikur and the National Energy Authority of Iceland founded the Iceland Deep Drilling Program (IDDP). During
2015, the IDDP partners participated in the DEEPEGS proposal to the European Union research program called Horizon 2020.
HS Orka was granted a share in the Research Grant for participation in the IDDP-2 well at Reykjanes. The consortium began by
preparing the drilling of a 4-5 km deep drill hole into one of its high-temperature hydrothermal systems in order to plan to reach
400-600°C hot supercritical hydrous fluid at a rifted plate margin on a mid-ocean ridge. Drilling was completed in mid-January 2017
at 4,650 meter depth. All of the initial targets were reached. These targets were to drill deep, extract drilling cores, measure the
temperature and search for permeability. Temperature at the bottom of the well has already been measured at 427 degrees Celsius
and the pressure at 340 bars.

The DEEPEGS project is a four year project, ending in April 2020, administered by HS Orka, in cooperation with other partners
from Iceland, France, Germany, Italy and Norway. HS Orka is compensated for administering the grant, and is responsible for
distributing funds to partners responsible for their own projects and reporting performance to the EU. HS Orka has no
responsibility for the results of the partners, only the results of its own drilling program. Flow testing and pilot study began in
November 2019, cost with flow testing and pilot study will be paid by IDDP Consortium.

All amounts in thousands of ISK

HS Orka Financial Statements 31 December 2019 41



Notes to the Financial Statements

36.

Other matters

Capital Commitments
In 2019 the Company signed a contract to purchase a turbine for phase 4 of the Reykjanes power plant from Fuji in Japan. The
total price was ISK 1,1 billion and will be paid as the work progresses over 24 months.

Subsequent events

On 26 February 2020 HS Orka announced an enlarged USD 210 million (EUR 193 million) debt package which it will use in part
for repaying existing loans and in part for expansion. The facility was secured from a group of European lenders, comprising a
USD 100 million term loan, USD 100 million capex facility and a USD 10 million revolving credit facility. The term loan of USD
100 million was disbursed on 26 February 2020. The capex and revolving credit facility commitment is undrawn.

All amounts in thousands of ISK
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3.

This statutory statement on corporate governance is made in accordance with Article 66-c of the Icelandic Financial
Statements Act No. 3/20006, as amended. This statement has been approved by the Board of Directors of HS Orka hf. and
is also published in the Company’s Annual Report. This statement covers the financial year ended on 31 December 2019

Corporate Governance

The Company complies in all main respect to the laws mentioned above. The Board of Directors of HS Orka hf.
emphasizes maintaining good management practices. The atticles of association for the Company lay the framework for the
governance of the Company

The Audit Committee consists of three members, one appointed by each sharcholder and one independent member.
Remuneration committee was established in 2014. It consists of two members, one appointed by each shareholdet.

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.

Main aspects of internal controls and risk management systems in connection with preparation
of financial statements

To ensure that the company’s financial statements are in accordance with generally accepted accounting practice, the
Company has emphasised well-defined areas of responsibility, proper segregation of duties, regular reporting and
transparency in its activities. The process of monthly reporting and reviews is an important part of monitoring financial
performance and other key performance indicators. The Board of Directors monitors the Company’s financial risk.
Information on risk management is provided in Note 30 in the Financial statements.

The responsibility for maintaining sufficient and effective internal control and risk management in connection with
financial reporting lies with the CEO

An auditing firm is elected at the Annual General Meeting for a term of one year. The external auditors are not allowed to
own shares in the Company. The external auditors shall examine the Company’s annual financial statements in accordance
with international standards on auditing, and shall, for this purpose, inspect account records and other material relating to
the operation and financial position of the Company. The external auditors have access to all of the Company’s books and
documents at all times. The external auditors report any significant findings regarding accounting matters via the Audit
Committee to the Board of Directors in the auditor’s report.

Organizational structure and the role and composition of each function
According to the Company’s Articles of Association the Company is managed by:
Shareholders meetings
The Board of Directors
The Chief Executive Officer

The ultimate authority in all affairs of the Company, within the limits established by the Company’s Articles of Association
and statutory law, is in the hands of lawful shareholders” meetings.

The Company's shareholders numbered two at the end of 2019. Magma Energy Sweden A.B. held 50.0% of the shares in
HS Orka hf., Jardvarmi slhf. Held 50.0%

HS Orka hf.
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The Board of Directors

According to the Company’s Articles of Association the Board of Directors is responsible for the affairs of the Company
in between the Shareholders” Meetings. The Board shall operate in accordance with the Company’s Articles of Association
and the Board’s Rules of Procedure. The principal duties of the Board are as follows:

Appoint a CEO and decide the CEO’s salaty and terms of employment, establish terms of reference and supervise the
CEO’s work.

Supervise continuously and precisely all aspects of the Company’s operations and ensure that the Company’s organization
and activities are always in order. In particular, the Board of Directors shall ensure adequate supervision of the financial
control and accurate reporting and disposal of the Company’s financial assets, and at least once a year confirm the
Company’s operating plan and budget.

Establish the Company’s goals in accordance with the Company’s objectives pursuant to the Articles of Association, and
formulate the policy and strategy required to achieve these goals.

When evaluating its size and composition, the Board takes into account the Company’s operations, policies and practices
and the knowledge, experience and expertise of each Board member. The Board considers its size and composition to be in
line with the Board‘s aim, to discharge its duties in an efficient manner with integrity in the best interest of the Company.

Further information on the Board can be found in the Annual Report and on the Company‘s website.

The Audit Committe

The Audit Committee shall operate in accordance with its Rules of Procedure. The principal duty of the Audit Committee
is to ensure the quality of the Company’s financial statements and other financial information, and the independence of the
Company’s auditors.

The Remuneration Committee

The Remuneration Committee shall operate in accordance with its Rules of Procedure. The principal duty of the
Remuneration Committee is to ensure that remuneration arrangements support the strategic aims of the business and
enable the recruitment, motivation and retention of senior executives while complying with the requirements of regulatory
and governance bodies, satisfying the expectations of shareholders and remaining consistent with the expectations of the
employees.

The Chief Executive Officer

According to the Company’s Articles of Association the Board of Ditectors appoints a CEO to manage the Company’s
daily operations.

The principal duties of the CEO are as follows:

He is responsible for daily operations and is obliged to follow the Boards’ policy and instructions in that regard. The daily
operations do not include measures that are unusual or extraordinary. The CEO may only take such measures if specially
authorized by the Board, unless it is impossible to wait for the Board’s decision without substantial disadvantage to the
Company’s operations. In such event the CEO shall inform the Board of any action taken without delay.

He is responsible for the work and results of executive management.

He shall ensure that the financial statements of the Company conform to the law and accepted practices and that the
treatment of the Company’s assets is secure. The CEO shall provide any information that may be requested by the
Company’s auditors.

Further information on the CEO can be found in the Annual Report and on the Company’s website.

HS Orka hf.
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HS Orka has been a leading company in renewable energy production in Iceland since 1974. During this time HS Orka has
developed an expertise in the field of geothermal energy as an energy source with an experienced and diverse group of
employees, currently 70 in total. HS Orka owns and operates two geothermal power plants, one in Svartsengi and the other
in Reykjanes. The company's first hydropower plant, Braarvirkjun, will be commissioned in the first quarter of 2020. HS
Orka's aim is to provide renewable resources that are utilized in a diverse and sustainable manner to benefit both to the
business community and houscholds and the community as a whole. HS Orka produces and sells 100% renewable
electricity all throughout the country, hot and cold water to local municipalities and other waste streams from its geothermal
plants to local businesses.

HS Orka's powerplants are connected to the national grid, with connection points located at all power plants. The location
of the end users is therefore not important if they have connection to the grid, either directly or via the transportation or
distribution network.

HS Orka operates in a competitive environment, both domestically and internationally. Its customers range from single
household users to aluminium smelters and data centers with long term power purchase agreements and significant energy
needs. HS Orka's main competitors in sales of electricity are all ultimately owned by municipalities or the Icelandic State.
Icelandic electricity consumers are well informed on their options in the competitive market of electricity and with every
year more consumers switch electricity suppliers. HS Orka won in 2019 the customers satisfaction award from Stjérnvisi,
racking up the 14th win out of the 16 times it has been awarded. HS Orka's aim is to be consumers' first choice when
selecting retailers of electricity.

There were no major changes to the business operation of HS Orka in 2019. The business model is consistent in selling
electricity to different user types and hot and cold water to HS Veitur. Going forward the company aims to continue being a
leading producer of renewable electricity in Iceland and continue its focus on the Resource Park and its vast potential.

Management systems

A great deal of effort has been spent in recent years on the development and adoption of a quality management system that
accords with ISO 9001, of which HS Orka received certification in 2015. HS Orka received certification in 2018 of ISO
14001, the leading environmental management standard and OHSAS 18001, the British Occupational health and safety
management standard. Braarvirkjun then followed up by receiving extension to scope for ISO 9001, ISO 14001 and
OHSAS 18001.

Developing, adopting and operating a quality management system according to ISO 9001, ISO 14001 and OHSAS 18001 is
a major project involving all aspects of the company. The commitment of management as well as the participation of
employees is extremely important. The benefits of the quality management system are becoming ever clearer, as can be seen
by the daily work of all employees who strive for excellence and thereby ensure constant improvements. The quality culture
within the company has grown considerably and will continue to do so. Using certified management systems to manage
policies, objectives and procedures cements the reliability of the business and ensures that internal and external
requirements are met. Continuous improvements are being made with regular reviews and re-evaluation of process
performance.

Environment

Both HS Orka’s employees and the company’s contractors wete subject to zero lost-time incidents in 2019. HS Orka has an
operating permit from health authotities, and it is compliant with the applicable environmental laws and regulations. The
company is ISO 14001 certified, the leading international standard on environmental management, to ensure the most
effective organization and management. The company strives to curtail its environmental footprint by utilizing preventive
measures to avoid environmental incidents by reducing our use of various resources, such as fossil fuels, fully utilizing
available resources and recycling the rest.

HS Orka has set ambitious climate objectives for 2030 and 2040, including increasing the proportion of recyclable waste to
95% by 2030, currently at 58%, a 7% increase from 2018. HS Orka also intends to decrease emissions per unit of energy by
40% by 2030 and to increase the proportion of eco-friendlier vehicles to 100% by 2030, currently at 50%, a 25% increase
from 2018. HS Orka aims to become carbon neutral by 2040.
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Natural Resource

Monitoring of natural resources has experienced major changes in recent years, which has resulted in resource optimization
as a result of the advancement of research and earth sciences in general. The monitoring of the geothermal resoutrce
considers important environmental factors in each area individually and holistically. For example, changes in physical and
chemical factors are closely monitored with constant measurements of temperature, pressure, conductivity, water levels and
chemical composition.

A study on the concentration of microplastic particles in HS Orka's groundwater reserve was carried out in 2019. The
resetve was shown to contain 1-2 magnitude less of microplastics than European standards dictate.

Human Resources

HS Orka's aim is to attract and retain excellent employees that are dedicated to working under our values. HS Orka's
Human Resources policy ensures that the workplace combines professional knowledge, know-how, excellent service,
positive working spirit and mutual respect. The Human Resoutces policy was written in cooperation with employees and is
revised regularly. Furthermore, HS Orka has a clear gender policy evident in its Equal Opportunities Policy in place as
requited under laws no. 10/2008. HS Orka's Board of Directors consists of 4 members, two males and two females. The
company's management consists of 11 members, 7 males and 4 females and of total employees 86% are male and 14%
female.

A new legislation in Iceland requires companies annually to obtain an Equal Pay Certification from the Centre for Gender
Equality. In order to obtain certification, companies and institutions need to implement an equal pay management system
following guidelines in the Equal Pay Standard. In 2018 HS Orka got a Certification for Equal Pay Management System —
IST 85:2012. Companies and institutions with more than 250 employees were required to obtain certification by the end of
2018, but HS Orka decided to move for certification right away, even though the company was not obligated to do so until
the end of 2021.

The company policies focus on employees' opportunity to grow and prosper in a good and healthy working environment
with a great team and ambition. This is further achieved by focusing on carrier development, training, wages and terms of
employment and harmonization of family and working life. Also, by having rules and framework regarding safety and
health, victimization and on employee behavior and performance of work for the benefit of the employer. The company has
policies for staff health and safety and registers all incidents and keeps records on accidents and absence due to illness. The
company has a goal of zero accidents and reducing the number of days of employees absent as a result of accidents and
sickness. Sickness ratio for HS Orka was 1,15% 2019 compared to 1,70% in 2018.

HS Orka Financial Statements 31 December 2019

47



Non financial reporting, unaudited

Human Rights

Respect for human rights is fundamental to HS Orka. The company is committed to ensuring that all people are treated
with dignity and respect. Human rights violation risks include illegal labour conditions and child labour. HS Orka is
committed to complying to all laws, rules and regulations in relation to fundamental human rights. That includes, but is not
limited to, forced labour, workplace abuse, human trafficking and other form of discrimination. HS Orka's commitment to
operate with integrity means avoiding corruption in any form, including bribery and complying with anti-corruption laws.

Additionally, the company maintains certified quality standards and strict safety rules to ensure the safety of its employees
and contractors providing services to it. All contracts with contractors, including subcontractors, require compliance to all
labour laws and health and safety regulations. In case of calls for tenders, the tender documents contain requirements aimed
at respecting human rights in all aspects of its operations.

UN Global Compact

In 2018 HS Orka became a participant of the ten principles outlined by the UN Global Compact (UN GC) in the areas of
Human Rights, Labour, the Environment and Anti-Corruption. UN GC is a non-binding United Nations pact to encourage
businesses worldwide to adopt sustainable and socially responsible policies in their businesses, and to report on their
implementation.

In the implementation of the compact HS Orka emphasized that all employees of the company were involved in the
projects and supporting it. Workshops were held where the compact was introduced, and employees submitted proposals
for projects supporting HS Orka goal of implementing the UN GC. Our first UN GC communication on progress was
finished in January 2019. HS Orka will continue support of the ten principles.

COVID19

The Company has been actively monitoring recent development and implementing measures to minimise any detrimental
effects of the COVID19 virus to its business. This includes inter alia information sharing and education for employees,
ceasing business travel and guest receptions at Company premises, segregating different fields of operations and
implementing work from home measures for employees who are able to. As of now the Company is not aware of any
material impact to its business as a result of COVID19 outbreak but it may expect to experience any general impact of the
outbreak to Iceland‘s general economy.
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