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Endorsement by the Board of Directors and the CEO

The objective of the Company is sale of fuel and lubricants in fixed, liquid and gaseous form, wholesale and retail,
purchase, sale and ownership of securities, purchase, sale, ownership and operation of real estates and movable
property, together with lending activities related to the Company's operations and other related operations.

Operations in the year 2014

The Company’s operating revenue for the year 2014 amounted to ISK 57,458 million (2013: 58,488) and
decreased by 1.8% between years. Profit before depreciation, amortisation and finance items amounted to ISK
2,668 million (2013: 1,783) and increased by 49,6% between years. According to the income statement and
statement of comprehensive income, the profit for the year amounted to ISK 1,628 million (2013: 670) but total
comprehensive income for the year 1,617 million (2013: 638). The Company’s equity at year end amounted to ISK
11,259 million (2013: 15,152), including share capital in the nominal value of ISK 700 million. Reference is made
to the statement of changes in equity regarding changes of equity during the year.

At the Annual General Meeting for the year 2014 an EBITDA forecast amounting to ISK 2,600 million was
published. EBIDTA for the year amounted to IS 2,668 million which is 2.4% above the Company’s forecast.

Full time equivalent units at year end was 560 in the year 2014 (2013: 600).

The Company's Board of Directors proposes a dividend payment to shareholders in 2015 of ISK 840 million, which
represents ISK 1.2 per share.

Shareholders
At the end of the year the Company’s shareholdes were 2,403 compared to 5,164 at the beginning of the year.
Following are the Company's 20 biggest shareholders at year end.

LifeyrissjOOUr VErSIUNGIMENNQ......ccouiuiieiieieeirteectrtee ettt s et se et se et ae s ettt s et esesennas 14.2%
Lifeyrissj.starfsm.rik. A deild 0g B d@ild.......cccoieiiiriririeieeee ettt sv bbb 9.7%
Gildi - [EYIISSJOOUN ...ttt ettt et ettt ettt b e et b st a et sae st saeneneas 7.6%
SEATIE Y FISSJOOUL ettt ettt ettt se s ae s se st e et e e sse st ese st esassenessessesansenesenessensssesenessans 5.7%
AlMeENnni [FEYIISSJOOUINN.......ciiiiiecirticctteec ettt ettt et ettt bbb s st s s et ennen 5.0%
Landsbhankinn Rf.......cooc ettt ettt ettt ettt sa et nne 4.9%
HEIGATFEI @Rttt ettt et ettt b et se s 4.2%
SaMEINABT @Y FISSJOOUIINN....ccviieeieeeieeeieeee ettt e et e s se st e s et enessesessestesesssnessensssansenesensesensenens 3.6%
IVIP DANKI Dttt ettt ettt ettt st b et e a et ettt e e bt e e b et e b et e et et bene 3.3%
AP IEYTISSIOOU ..ttt ettt ettt bbbt sttt st b ettt e bttt e bttt eneneanes 2.7%
ISIANASANKI ..ottt sttt bbbt s s bbb en s s e s s bt es s sae st st es e sas st st nes 2.2%
TIM G @Rttt ettt ettt sttt st s b ettt ettt ettt ne sttt ne s 2.0%
SSfNUNArSJOAUN lIFEYISIEHINA. ...c.ciriieeiiieicitrte ettt ettt ettt 2.0%
VirGiNg SAfNI@IKNINGUI....cou ettt sttt s et sae s sa st ese st esessessenessenasanessensesesans 1.8%
GAMMA: EQUItY FUNG....oiiiiiiiiiii e s 1.7%
LaNASDIEf - UrValShréf.........ovuiuiiiiiieiieiisie sttt bbbt a e 1.6%
SINAIrANi ©hT....oei ettt ettt sttt et et b ettt b et bbbt be s 1.5%
FESta - @Y TISS OOU ..eeveuieeiieieieeeete ettt ettt e s et et et et e s et e s et e e s s et e s et eneesensssessesesansesansssensenesensesn 1.5%
HOTGArOar @Rf......... vttt ettt ettt s et s a et sa s 1.4%
LIfSVEIK @Y TISSIOOU....eeeteuireieieieteieete ettt ettt et te s se st s se st e et e s e ese st esessesasseneesessesensenesenessensesesenessens 1.2%

Share capital and Articles of Association
The Company's registered share capital at year end amounted to ISK 700 million. All shares are in one class and
the same rights are attached to all shares.

In accordance with the decision of Shareholders Meeting of a 30% decrease in the Company’s share capital, the
share capital was decreased by ISK 300 million nominal value at 1 December 2014, as well as share premium of
ISK 3,560 million, a total of ISK 3,860 million. The amount was paid to shareholders proportionally according to
their shareholdings in the Company on 5 December. The decrease was in accordance with the Company's policy of
capital structure.
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Report of the Board of Directors and the CEO, Contd.:

Share capital and Articles of Association, contd.:

At the Annual General Meeting on 27 March 2014, a proposal from the Board of Directors was approved
authorizing the Company to acquire up to 10% of the Company’s total share capital. The authorization has not
been exercised.

Those who intend to candidate at the election of the Board of Directors of the Company must notify so in writing to
the Board of Directors with at least five days notice before the beginning of the annual general meeting. The
Company's Articles of Association can only be amended with the approval of 2/3 of votes cast in a lawfully called
shareholders' meeting, provided that the intended amendment is thoroughly mentioned in the agenda to the
meeting and what it consists of.

Corporate governance

The Board of Directors of N1 hf. has established rules of procedure for the Board wherein it endeavours to comply
with the "Guidelines on corporate governance" issued by the Iceland Chamber of Commerce, NASDAQ OMX
Iceland and the Confederation of Icelandic Employers issued in March 2012. The guidelines are available on the
website of the Iceland Chamber of Commerce www.vi.is. The Company complies with the guidelines in main
respect but has though not deemed it necessary to appoint a nomination committee. Furthermore, the statement
of corporate governance does neither include an analysis of environmental or social factors, nor does it include
information on the Board's performance evaluation. Further information on the Board of Directors and corporate
governance is included in the Chapter Corporate Governance as appendix to the Company's financial statements.
40% of the Company’s Board Directors are women.

Statement by the Board of Directors and the CEO
The Company's financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union.

According to the best of our knowledge, in our opinion the financial statements give a true and fair view of the
operating profit of the Company for the year 2014, its assets, liabilities and financial position as at 31 December
2014, and changes in cash and cash equivalents during the year 2014.

Furthermore, in our opinion the financial statements and the Report of the Board of Directors and the CEO include
a true and fair view of the development and results of the Company's operations, its standing and describes the
main risk factors and the uncertainty faced by the Company.

The Board of Directors and the CEO of N1 hf. have today discussed the Company's financial statements for the
year 2014 and confirm them by means of their signatures. The Board of Directors and the CEO propose that the
Annual General Meeting of the Company approve the financial statements of the Company.

Kopavogur, 25 February 2015
The Board of Directors of N1 hf.

Margrét Gudmundsdéttir
Chairman of the Board

Helgi Magnusson Kristin Gudmundsdéttir

Gudmundur Oskarsson Jén Siqurdsson

CEO

Eggert Benedikt Gudmundsson
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Independent Auditor's Report

To the Board of Directors and Shareholders of N1 hf.

We have audited the accompanying financial statements of N1 hf. for the year 2014, which comprise the income
statement and statement of comprehensive income, balance sheet, statement of changes in equity, cash flow
statement and a summary of significant accounting policies and other explanatory notes.

Responsibility of the Board of Directors and the CEO for the financial statements

The Board of Directors and the CEO are responsible for the preparation and presentation of these financial
statements in accordance with International Financial Reporting Standards as adopted by the European Union.
The Board of Directors and the CEO are also responsible for the internal control which is necessary to enable the
preparation and presentation of the financial statements, so that they are free from material misstatements,
whether due to fraud or error.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with
relevant ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and presentation of the
financial statements 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 entity's internal control. An audit also includes
evaluating the appropriateness of accounting principles used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the Company's profit for the year 2014, its
financial position as at 31 December 2014 and change in cash flows for the year 2014 in accordance with
International Financial Reporting Standards as adopted by the European Union.

Confirmation of the Report of the Board of Directors and the CEO
Pursuant to the requirement of Paragraph 2 Article 104 of the Financial Statements Act no. 3/2006, we confirm to

the best of our knowledge that the accompanying Report of the Board of Directors and the CEO includes all the
information required by the Financial Statements Act that is not disclosed elsewhere in the financial statements.

Kopavogur, 25 February 2014

Ernst & Young ehf.

Jéhann Unnsteinsson
State Authorised Public Accountant
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Income Statement and Statement of Comprehensive

Income for the Year 2014

SAIES ittt ettt ettt e ettt et 8
Cost of goods sold
GrOSS Profit ceeciecierieriieieieieteereee et 9
Other operating iNCoOME ...
Salaries and other personnel expenses ..., 10
Sales and distribution expenses ... 11
Other operating @XPEenSes ... 12
Profit before depreciation, amortisation and finance items ..................
Depreciation and amortisation ......c...cccccceerereeerenerneneeeencsenereseeeeseseeeenens 14
Operating iINCoOME .....cciiiiiiiiiii
Finance income ......... 15
Finance expenses 15
Effect of associates .......cccceeeueeererenenencncncnee 20
Change in fair value of shares 21
Profit before iNCOMe taX ..o

INCOME TAX ettt 16
Profit for the Year ...t
Other comprehensive (expenses) income items recognised

directly in equity, but will later be recognised in the income

statement:
Translation difference arising

from operations of a foreign associate ........coceveueevevenrrreeencne.

Total other comprehensive (expenses) income for the year
Total comprehensive income for the year ...,
Basic and diluted earnings per share in Icelandic krona ...........ccccccceveuneeee. 17

Notes on pages 10 to 31 are an integral part of these financial statements.

2014 2013
56,960,198 58,122,174

( 47,355,478) ( 48,994,783)
9,604,720 9,127,391
497,802 365,987

( 3,830,592) ( 3,788,840)

( 2,135,611) ( 2,021,189)

( 1,467,970) ( 1,900,013)

( 7434,173) ( 7,710,042)
2,668,349 1,783,336

( 747,196) ( 716,039)
1,921,153 1,067,297
457,724 292,105

( 469,191) ( 631,465)
93,802 99,501

6,282 156,899

88,617 ( 82,960)
2,009,770 984,337

( 382,220) ( 314,264)
1,627,550 670,073

( 10,815) ( 32,167)

( 10,815) ( 32,167)
1,616,735 637,906

1.67 0.67

Financial Statements of N1 hf. 2014 [¢)

Amounts are in ISK thousand



Balance Sheet 31 December 2014

Notes 2014 2013
Assets
INtANGIDIE @SSETS ...ttt ettt e 18 362,338 400,285
Property, plant and equipment 19 9,328,575 9,720,947
Shares in associates ........cccceeveeveeennae wee 20 1,460,846 1,377,860
Shares in other COMPANIES ......c.covvirireeerininriecccrreeetee et eeeeenene 21 2,000 286,422
[270Y 4 Ve L3RRS 48,009 20,495
Non-current assets 11,201,768 11,806,009
INVENTOTIES ettt ettt eresseeseeebeeabesssesseeseeasesssessasssensesssensesssensees 22 3,134,257 4,317,801
Trade receivables 23 3,042,593 3,150,385
Receivables from related parties 27,776 47,557
Property, plant and equipment classified as held for sale e 19 0 948,142
Other short-term receivables ... 24 754,816 509,073
Cash and cash equIValents ..ot 4,629,100 6,019,414
Current assets 11,588,542 14,992,372
Total assets 22,790,310 26,798,381
Equity
Share Capital ....ccoeecreeeeirreccctr ettt e 25 700,000 1,000,000
Share premium .......... 8,305,799 11,865,427
Statutory reserve ....... 250,000 250,000
Revaluation reserve 391,831 413,237
Translation differ@nCe .......ccoeviieeeeeeeeeeeeeee ettt ( 39,950) ( 29,135)
Retained @arnings ......ccceeueeeeninirinineetteteeeecestseeee ettt s enens 1,651,269 1,652,313
Total equity 11,258,949 15,151,842
Liabilities
Payable to credit institutions 26 6,230,000 6,580,000
Deferred tax liability .....c.cccoeeueucunee. 27 271,285 45,439
Prepaid income 211,478 241,689
6,712,763 6,867,128
Income tax PaYable ... 150,736 41,399
Payable to the Icelandic State ..ot 28 2,219,536 2,413,362
Payable to credit inStULIONS .....ccceueueeerceinineiecctrneectteeeeeceeeeeeneenene 26 350,000 350,000
Trade payables ....cccooeeeevcnnnurunenne 1,243,247 1,187,579
Payable to related parties 169,405 134,449
Prepaid income .....cccccccveeeeeeuneencncncncne. e 29 256,477 235,676
Other short-term [abilities .......cooveeieieceeeeeeecceeeece e 30 429,197 416,946
Current liabilities 4,818,598 4,779,411
Total liabilities 11,531,361 11,646,539
Total equity and liabilities 22,790,310 26,798,381

Notes on pages 10 to 31 are an integral part of these financial statements.

Financial Statements of N1 hf. 2014 7 Amounts are in ISK thousand



Statement of Changes in Equity for the Year 2014

Share Statutory Revaluation Translation Retained Total
Share capital premium reserve reserve difference earnings equity
Year 2013
Equity as at 1 January 2013 1,000,000 11,865,427 0 443,752 3,032 1,201,725 14,513,936
Total comprehensive income for the year ................. ( 32,167) 670,073 637,906
Contribution to statutory reserve ........cccceeevevuvuruennnee 250,000 ( 250,000)
Dissolution of revaluation reserve 0
Of aN @SSOCIALE ..veuerereeiereeiee et ( 30,515) 30,515 0
Equity as at 31 December 2013 1,000,000 11,865,427 250,000 413,237 ( 29,135) 1,652,313 15,151,842
Year 2014
Equity as at 1 January 2014 1,000,000 11,865,427 250,000 413,237 ( 29,135) 1,652,313 15,151,842
Total comprehensive income for the year ................. ( 10,815) 1,627,550 1,616,735
Dividend to shareholders (ISK 1.65 per share) .......... ( 1,650,000) ( 1,650,000)
Decrease in share capital ......c.cccceeeeenenencncncnenenenennnnnns ( 300,000) ( 3,559,628) ( 3,859,628)
Dissolution of revaluation reserve
Of aN @SSOCIALE ..ooveveeveeeieeeeeee e ( 21,406) 21,406 0
Equity as at 31 December 2014 .......cccoceeeeeecccncnnee 700,000 8,305,799 250,000 391,831 ( 39,950) 1,651,269 11,258,949

Notes on pages 10 to 31 are an integral part of these financial statements.
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Statement of Cash Flows for the Year 2014

Notes 2014 2013
Cash flows from operating activities
Profit before depreciation, amortisation and finance items .................... 2,668,349 1,783,336
Operating items not affecting cash flows:
Gain on sale of property, plant and equipment .......ccccceeceveccncccnnenen. ( 154,178) ( 8,082)
Prepaid iNCOME .....coiiiiiiiiiiiciceeteteeeereseneee et ( 30,211) ( 30,211)
2,483,960 1,745,043
Changes in operating assets and liabilities:
INVENTOTIES, AECIEASE ...eeeeiieeeeeeeeeeeeeeeeeeeee e e e e esaneeeenns 1,238,050 1,456,596
Trade and other short-term receivables, decrease .........ccuuuveeeuuueennnen 13,796 1,477,767
Trade and other short-term payables, decrease ......cc.cccoccevvcevecnncacnne. ( 66,458) ( 161,175)
Changes in operating assets and liabilities 1,185,388 2,773,188
INterest INCOME reCeIVEd ......occcvviiiiieeeeeeeceteee et eetaeeeeanes 342,780 279,494
Interest expense paid on short-term liabilities ........cccccceeeeeneenennnas ( 6,544) ( 23,704)
INCOME 1aX Paid ..coceeiiiiiiiiiiieteeceeerereresesese s ( 47,037) ( 220,332)
Cash flows from operating activities 3,958,547 4,553,689
Cash flows from investing activities
Purchase of intangible assets .....c..cccocoeinineineniincccccceene ( 48,903) 0
Purchase of property, plant and equipment .........c.cccecveereencnennencnneae ( 395,642) ( 1,474,536)
Sale of property, plant and equipment .......c.cccoeeeeeivireccninrercnnnenecsennnes 1,081,987 1,951,670
Purchase of shares in other companies ........cocccvvcvennenncnnicnennccncnnene 0 ( 3,656)
Sale of shares in other companies ........ccccoevveinenienenerreseeeeee. 290,705 5,683
DivIAends re@CEIVEM ......uveieeeeeieeeeeeeeee ettt e s s esaeeeeeaes 9,718 11,726
Investing activities 937,865 490,887
Cash flows from financing activities
Decrease in share capital ......ccccoceeevireriiininiinee e ( 3,859,628) 0
Dividend Paid .....ccccceueermeiiineeinietreeeeeee ettt ( 1,650,000) 0
New long term loans from credit institutions ........cccccceceveenennenneneenenee. 0 7,000,000
Repayment of long-term 10ans .........ccccecevecrcriencncnncnecnecneceeeeenees ( 350,000) ( 7,890,000)
Interest expense paid on long term 10ans ........cccceceeevererenenenencncencnne. ( 467,740) ( 631,657)
Financing activities ( 6,327,368) ( 1,521,657)
Net (decrease) increase in cash and cash equivalents............cc.c......... ( 1,430,956) 3,522,919
Currency exchange gain (loss) on cash and cash equivalents ......... 40,642 ( 11,010)
Cash and cash equivalents at the beginning of the year...................... 6,019,414 2,507,505
Cash and cash equivalents at the end of the year .....cccccceceveenecnncecn, 4,629,100 6,019,414
Investing and financing activities not affecting cash flows
Sale of property, plant and equipmeNt .......c.ccceveveeinireccninrercnnierecsennnes 148,000 0
Receivable due to sale of property, plant and equipment ...................... ( 148,000) 0

Notes on pages 10 to 31 are an integral part of these financial statements.
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Notes

1.  Reporting entity
N1 hf. (,the Company”) is an Icelandic limited liability company. The Company's headquarters are located at
Dalvegur 10-14, Kopavogur. The objective of the Company is sale of fuel and lubricants in fixed, liquid and
gaseous form, wholesale and retail, purchase, sale and ownership of securities, purchase, sale, ownership
and operation of real estates and movable property, together with lending activities related to the
Company's operations and other related operations.

2. Basis of preparation
Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union.

The financial statements of N1 hf. were approved by the Board of Directors on 25 February 2015.

b. Going concern
Management has evaluated the Company's going concern. It is the opinion of management that its
operations is ensured and that it is able to meet its obligations in the foreseeable future. Therefore, the
financial statements are presented on a going concern basis.

c. Basis of measurement
The financial statements have been prepared on the historical cost basis, except for shares in other
companies, derivatives and bonds, which are recognised at fair value.

d. Presentation and functional currency
The financial statements are prepared and presented in Icelandic Krona (ISK), which is the Company's
functional currency. All amounts have been rounded to the nearest thousand unless otherwise stated.

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Changes in accounting
estimates are recognised in the period in which the estimate is changed and in those future periods which are
affected by the changes.

Information about important judgements that have the most significant effect on the amounts recognised in
the financial statements is disclosed in note 3.e.(iv) regarding classification of leases, note 22 on inventories
and note 31 on write down of trade receivables.

3. Significant accounting policies
The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

a. Associates

Associates are entities where the Company has significant influence, but not control, over the financial and
operating policies. Significant influence is presumed to exist when the Company holds between 20 and 50
percent of the voting rights. Associated companies are accounted for using the equity method and are
recognised initially at cost. The Company's investment includes the goodwill arising from the acquisition, if
any, less impairment, if any. The Company's financial statements include the Company’s share of profit and
equity movements of associates 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 associate, the
carrying amount of that interest is reduced to nil and the recognition of further losses is discontinued except
to the extent that the Company has provided guarantees in respect of the associate or has financed it.
Unrealised profit arising on transactions with associated companies is recognised as a reduction in their book
value. Unrealised loss is recognised in the same way as unrealised profit, but only to the extent that there is
no indication of impairment of these companies.
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Notes, contd.:

3. Significant accounting policies, contd.:

b. Foreign currencies

(i) Transactions in foreign currencies
Transactions in foreign currencies are translated to Icelandic Krona at the exchange rate at the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are translated at the exchange
rate at the reporting date. Exchange differences arising from transactions in foreign currencies are recognised
in the income statement. At year end there were no open forward exchange contracts. The Company does
not apply hedge accounting.

(ii) Foreign associates
The share of income of foreign associates is recognised at the average exchange rate of the year. The share
of the equity is recognised at the exchange rate at the reporting date. Exchange differences arising from the
translation to Icelandic Krona are recognised as a separate line item in the statement of comprehensive
income. When a foreign associate is sold, partially or entirely, the related exchange difference is transferred
to the income statement.

c.  Financial instruments

(i) Financial assets and financial liabilities
The Company's financial assets and liabilities comprise cash and cash equivalents, shares in other companies,
bonds, trade and other receivables, borrowings and trade and other short-term payables.

Financial instruments are initially recognised at fair value. They are recognised at the transaction date, which
is the date the Company becomes a party to the contractual provisions of the instrument. For financial
instruments not recognised at fair value through profit and loss all direct transaction costs are taken into
account upon initial recognition. After initial recognition the Company's financial instruments are recognised
as follows.

Financial assets at fair value through profit and loss

Shares in other companies and bonds are recognised at fair value through profit and loss. A financial
instrument is classified as a financial instrument at fair value through profit and loss if it is held for trading or if
it is designated as a financial instrument at fair value through profit and loss upon initial recognition. Financial
instruments are designated at fair value through profit and loss if decisions regarding purchase and sale are
based on their fair value. Financial assets at fair value through profit and loss are recognised at fair value in
the balance sheet and fair value changes are recognised in the income statement. Direct transaction costs are
recognised in the income statement when incurred. The Company's shares on other companies are not
classified as held for trading but as financial assets designated as at fair value through profit and loss. Fair
value changes of the shares are recognised under the item change in fair value of shares in the income
statement and statement of comprehensive income but fair value changes of bonds are recognised as part of
finance income.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an
active market. Such assets are initially recognised at fair value plus all related transaction costs. After initial
recognition loans and receivables are recognised at amortised cost using the effective interest method, less
impairment when appropriate. Loans and receivables comprise trade and other receivables.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, demand bank deposits and short-term securities on
maturity within 90 days from date of purchase and which uncertainty with respect to value is insignificant.

Financial liabilities
The Company's financial liabilities are recognised at amortised cost using the effective interest method. They
comprise borrowings, trade and other short-term payables.
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Notes, contd.:

Significant accounting policies, contd.:

c. Financial instruments, contd.:

(ii) Share capital
Share capital is classified as equity. Direct costs due to issue of share capital is recognised as reduction from
equity, net of income tax effects.

Upon purchase of treasury shares the acquisition price, including direct costs, is recognised as reduction from
equity. When treasury shares are sold the sale is recognised as increase in equity.

d. Intangible assets

(i) Software
Capitalised software licenses are recognised at cost less accumulated depreciation. Software is amortised on
a straight line basis over 7 years.

(ii) Trademarks
Cost of procuring trademarks is capitalised and amortised on a straight line basis over the estimated useful
life, taking into account impairment if any, over maximum 20 years.

e. Property, plant and equipment
(i) Recognition and measurement
Property, plant and equipment is recognised at cost less accumulated depreciation and impairment.

When property, plant and equipment consists of parts which have different useful lives, the parts are
separated and depreciated based on the useful life of each part.

The gain on sale of property, plant and equipment, which is the difference between their sale proceeds and
carrying amount, is recognised in the income statement among other operating income and the loss on sale
among other operating expenses.

(ii) Subsequent costs
Costs of replacing single components of property, plant and equipment is capitalised when it is considered
likely that the benefits associated with the asset will flow to the Company and the costs can be measured
reliably. The carrying amount of the replaced component is expensed. All other costs are expensed in the
income statement as they incurred.

(iii) Depreciation
Depreciation is calculated based on the depreciable amount, which is the cost less estimated residual value.
Depreciation is calculated on a straight line basis over the estimated useful lives of each component of
property, plant and equipment. Estimated useful lives are specified as follows:

REAI ESTALES. ...ttt ettt st ettt ettt ettt ettt et et e besbesbesbesbesbesaesas 33 years
SIGNS AN TANKS.....oiuiiiiiiiii e 10 - 20 years
Machines, tools, equipment and VEhICles.......c..ccocoiiiiivniniiicr e 5-15years
FUPNISIINGS. ettt ettt sttt et st a e bbb b s b sbesbesbesbesbesneenees 6 -7 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and changed if
appropriate.
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Notes, contd.:

3. Significant accounting policies, contd.:

e. Property, plant and equipment, contd.:

(iv) Leased assets
The Company is the lessee in leasing of real estates. The leasing contracts are classified as operating leases
and therefore the real estates are not capitalised in the balance sheet. Lease payments are expensed in the
income statement as they incur. In case of sale and leaseback where the sales price is higher than the carrying
amount and fair value, recognition of gain on sale is deferred and recognised as reduction in lease expense
over the lease term. Deferred gain on sale is recognised in the balance sheet among prepaid income.

f.  Inventories
Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the
first-in first-out rule, and includes expenditure incurred in acquiring the inventories and in bringing them to
the location and condition in which they are at the reporting date. Net realisable value is the estimated
selling price in the ordinary course of business less the estimated costs necessary to make the sale.

g. Impairment

(i) Financial assets
At each reporting date it is assessed whether there is objective evidence of impairment of financial assets
which are not measured at fair value. A financial asset is impaired if there is objective evidence that one or
more events that occurred after initial recognition indicate that the estimated future cash flows of the asset is
lower than previously expected.

The impairment loss on financial assets measured at amortised cost is the difference between, on the one
hand, their carrying amount, and on the other hand, the present value of the estimated future cash flows
discounted at the original effective interest rate. Individual significant financial assets are tested specifically
for impairment. Other financial assets are classified together based on credit risk characteristics and each
group is tested specifically for impairment.

Impairment is expensed in the income statement.

An impairment is reversed if the reversal can be related objectively to an event that occurred after the
impairment was recognised.

(ii) Other assets
The carrying amount of other assets of the Company, except for inventories and tax asset, is reviewed at each
reporting date to determine whether there are indications of their impairment. If there is any such indication
the recoverable amount of the asset is estimated.

h.  Contribution to defined contribution pension plans
The Company pays contributions to independent defined contribution pension funds due to its employees.
The Company has no responsibility for the funds' obligations. Contributions are expensed in the income
statement among salaries and salary related expenses when incurred.

i Provisions
A provision is recognised when the Company has a legal or constructive obligation due to past events if it is
likely that payment will be required and if it is possible to estimate the obligation reliably. Provisions are
measured by discounting the estimated future cash flows using pre-tax discount rates that reflect current
market assessments of the time value of money and the risks specific to individual provisions.
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3. Significant accounting policies, contd.:

j- Revenue

(i) Sold goods and services
Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the
payment received or receivable, net of trade discounts and refunds. Revenue is recognised in the income
statement when a significant portion of the risks and rewards of ownership are transferred to the buyer, it is
probable that the consideration will be collected and the cost of sale and possible return of goods can be
estimated reliably. Revenue is in general recognised upon delivery of the goods as the risk and rewards are in
general transferred to the buyer when delivery occurs.

(ii) Customer points programme
The Company has a customer points programme where customers that have a N1-card accumulate points
("N1-points") when they buy goods from the Company. An N1-point is a valid currency with the Company, i.e.
one point equals one Icelandic krona in all transactions with N1 hf. Furthermore, card holders are offered on
regular basis the opportunity to multiply the value of their points with offers on certain products.

When a sale of goods includes the accumulation of customer points the consideration is allocated in such a
way so that the fair value of the points granted parallel to the sale is recognised as deferred revenue and it is
not realised until the customers have utilised the points. When calculating the fair value of granted points,
i.e. the part of the revenue from sale which is deferred, it is estimated how big a portion of the points will not
be utilised since granted points which are not utilised expire in three years or if no points are used for one
year. Obligation due to customer points granted is recognised as prepaid income.

(iii) Other operating income
Other operating income comprises commissions, gain on sale of assets, lease income and other income.

(iv) Operating lease income
The Company rents part of its premises to other companies under operating lease contracts. Lease income is
recognised in the income statement on a straight line basis over the lease term under the line item other
operating income.

k. Expenses
Cost of goods sold
Cost of goods sold consists of the purchase price of sold inventories together with the related transportation
cost, excise tax and duties.

[.  Operating lease expense
Operating lease payments are due to leasing of buildings. They are expensed among other operating
expenses as they are incurred, taking into account deferral of gain on sale, when appropriate, see note
3.e.(iv).

m. Finance income and finance expenses
Finance income comprises interest income on investments, dividend income and fair value changes of bonds.
Interest income is recognised in the income statement as it accrues based on effective interest. Dividend
income is recognised in the income statement when the right to receive payment has been established.

Finance expenses comprise interest expenses and borrowing costs on borrowings and recgnised according
to effective interest rate. Foreign exchange differences are recognised net among finance income or finance
expenses, as appropriate.
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Significant accounting policies, contd.:

n. Income tax
Income tax expense comprises current and deferred tax. Income tax is recognised in profit or loss except to
the extent that it relates to operating items recognised directly in equity or in other comprehensive income, in
which case the income tax is recognised together with those items.

Current tax is the income tax estimated to be payable next year in respect of the taxable income for the year,
based on the tax rate at the reporting date, besides adjustments to tax payable in respect of previous years, if
any.

Deferred tax is recognised using the balance sheet method in respect of temporary differences between, on
the one hand, the carrying amounts of assets and liabilities in the financial statements and, on the other hand,
their tax bases. The amount of deferred tax is based on the estimated realisation or settlement of the carrying
amounts of assets and liabilities using the tax rate in effect at the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that it is possible to utilise future
profits against the asset. Deferred tax asset is reviewed at each reporting date and are reduced to the extent
that it is considered that it will not be utilised.

o. Earnings per share
In the financial statements are presented basic and diluted earnings per share for ordinary shares in the
Company. Basic earnings per share is based on the weighted average number of effective shares during the
year. No share option contracts have been made with employees nor have financial instruments been issued,
such as convertible bonds, which could lead to dilution of earnings per share. Diluted earnings per share is
therefore the same as basic earnings per share.

p. New standards and interpretations not yet effective

A few new standards and amendments to standards are effective as from 1 January 2014. They did not have
a significant effect on the Company's financial statements except that the disclosure of the Company's
holdings in associated companies has been increased in accordance with IFRS 12 Disclosure of Interests in
Other Entities. A few new standards and amendments to standards have been adopted by the EU and are
effective for annual periods beginning after 1 January 2015, with permission to earlier adoption. These
standards have not been applied in preparing these financial statements. The adoption of these standards
and amendments to standards is not expected to have significant effect on the Company's financial
statements.

4. Determination of fair values
Shares in other companies and bonds are recognised at fair value. In addition, International Financial
Reporting Standards require the disclosure of the fair values of financial assets and financial liabilities even
though they are not recognised at fair value. Fair values have been determined for measurement and/or
disclosure purposes according to the following methods. When applicable, further information about the
assumptions made in determining fair values is disclosed in the notes about the respective assets and
liabilities.

(i) Sharesin other companies
For a share in a company quoted in an active market the quoted market price at the reporting date is used.
For unlisted shares the fair value is determined by using valuation models which are based on the carrying
amount of the share of the companies' equity.

(ii) Trade and other receivables
The fair value of trade and other receivables, which is only determined for disclosure purposes, is the
estimated future cash flows discounted at the market interest rate at the reporting date. Short-term
receivables are however not discounted as the difference between their fair value and their carrying amount
is insignificant.
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4.  Determination of fair values, contd.:

(iii) Payable to credit institutions and other financial liabilities
The fair value of payable to credit institutions, which is only determined for disclosure purposes, is the
estimated future cash flows discounted at the market interest rate at the reporting date. Interest on payables
to credit institutions are market rates. Therefore the difference between their book value and fair value is
insignificant each period. Short-term payables are however not discounted as the difference between their
fair value and their carrying amount is insignificant.

5.  Financial assets and financial liabilities
Financial assets and liabilities are classified into certain categories. The classification of financial assets and
financial liabilities affects how the respective financial instruments are measured after initial recognition. The
classification of financial assets and financial liabilities of the Company and their measurement basis is
specified as follows:

* Financial assets designated as at fair value through profit or loss are recognised at fair value
* Loans and receivables are recognised at amortised cost
*

Other financial liabilities are recognised at amortised cost
The following table shows the classification of the Company's financial assets and liabilities:

31 December 2014 Other
Designated Loans and financial Carrying
at fair value receivables liabilities amount
Assets:
Cash and cash equivalents..........cccoeiininiiinniicnnns 4,629,100 4,629,100
Trade receivables.........cccoveveneneninnnniieeeeeeeeee 3,042,593 3,042,593
Receivables from related parties.......cccccevcvueenncnnne. 27,776 27,776
Other short-term receivables........c.ccceveveivinvinninnennns 754,816 754,816
BONAS...miiiiiiireieetctcreee e 48,009 48,009
Shares in other companies........ccccccviiiiininiiinnnne 2,000 2,000
50,009 8,454,285 8,504,294
Liabilities:
Payable to credit institutions........cccccceeeeevverercenrcnnencne 6,580,000 6,580,000
Payable to the Icelandic State.........cccceuviriiicinnnnn. 2,219,536 2,219,536
Trade payables........cooeiiniiiininiicniicciiccines 1,243,247 1,243,247
Payable to related parties.........cccceueiviiiniiiiiinnnnnne. 169,405 169,405
Other short-term liabilities........ccccceeeereerenenncennee 429,197 429,197

10,641,385 10,641,385

31 December 2013

Assets:
Cash and cash equivalents..........cccccceiiiiniiniinne 6,019,414 6,019,414
Trade receivables..........coviiiniiiiniiiciicciines 3,150,385 3,150,385
Receivables from related parties........ccccceerueennennnc. 47,557 47,557
Other short-term receivables...........cccoviiiinininnn. 509,073 509,073
BONAS...oiiiiiiiicciitccee e 20,495 20,495
Shares in other companies........cccoceevecncrncnirccnuennn 286,422 286,422
306,917 9,726,429 10,033,346
Liabilities:
Payable to credit institutions........cccccceveeeeueeencenncnnencne 6,930,000 6,930,000
Payable to the Icelandic State.........ccccouriniiiicinnnnn. 2,413,362 2,413,362
Trade payables........ooociiviiiciniiiiciniiiciiccines 1,187,579 1,187,579
Payable to related parties.........ccccoueiviiiniiiiiinnnnnne. 134,449 134,449
Other short-term liabilities........ccccccoeviviiiinniinnnnnnn. 416,946 416,946

11,082,336 11,082,336
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6. Financial risk management
Overview
The following risks arise from the Company's financial instruments.
*  Creditrisk
* Liquidity risk
* Market risk (price risk, currency risk and interest rate risk)
*  Operating risk

Following is information about the above risks, the Company's objectives, policies and processes for
measuring and managing the risk. Quantitative disclosures are included throughout the financial statements.

The Company'’s risk management objective is to minimise the risk it faces by analysing the risk, measure limits
and control it.

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. The Company's credit risk arises principally from the Company's
trade receivables and other receivables.

Credit risk mainly depends on the age of trade receivables, the financial standing and operations of
individual customers and the standing of the industries in which the Company's biggest customers operate,
which are transportation, fishing industry and contractors. Approximately 44% (2013: 35%) of the Company's
trade receivables at year end is attributable to 30 of the Company's biggest customers. Thereof, receivable
from the biggest customer was 4% (2013: 4%).

The Company has established credit rules. All of the Company's customers with charge accounts have credit
limits on their account which they cannot exceed. Legal entities must in general provide a self guarantee of
the owner for an amount corresponding to supplies for two months. This does however not apply to bigger
customers which have a with good credit rating at Creditinfo.

The Company establishes an allowance for estimated impairment on trade receivables and other receivables.
The allowance includes both a specific allowance for individual customers and a collective allowance. The
estimation of impairment from the collective allowance is based on historical loss experience, the age of
receivables and general economic conditions.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset. The Company's objective is
to always have sufficient liquidity to meet its payment obligations as they become due.

The Company’s liquidity position was strong at year end 2014. The Company's management believes that it
is in a good position to meet its obligations as they become due. The repayment period of long-term loans is
20 years and loan term is 14 years. In addition to that the Company has access to a credit line for three years,
ISK 1 billion and USD 25 million that together amount to ISK 4,2 million in total.

Market risk
Market risk consists of price risk, interest rate risk and currency risk. The Company's objective is to manage
and confine market risk within defined limits.

Price risk

The Company is exposed to significant price risk due to changes in world market oil price, which has
fluctuated significantly in the past few years. Significant changes in the world market price are reflected in
frequent price changes at the Company's service stations. The Company limits price risk by means of specific
aareements with its laraest customers.
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6. Financial risk management, contd.:
Currency risk
All of the Company's transactions denominated in foreign currencies create currency risk. In evaluating
currency risk both payment risk and settlement risk is taken into account. The objective is to manage
currency risk in order to best insure the Company's benefits. The major part of imports is purchase of oil,
denominated in USD from foreign suppliers but the sale is in great part in ISK. Sales in ISK constitute 56%
(2013: 59%), USD 42% (2013: 40%) and other currencies 2% (2013: 1%).

Interest rate risk

The Company is exposed to cash flow interest rate risk due to changes in interest rates of floating rate
financial liabilities. As stated before, the Company endeavours to ensure it always has sufficient liquidity to
meet its liabilities as they become due. The Company's long-term loan and its line of credit are not indexed
to inflation.

Other price risk

Other price risk which arises from financial instruments recognised at fair value is not material since the
Company’s investments in other companies and bonds are not a significant part of the balance sheet or 0.2%
atyear end 2014 (2013: 1.1%).

Operating risk
Operating risk is the risk of direct or indirect loss due to various factors in the Company's operations. Among
the risk factors are employees' work, technology and method applied.

In order to reduce operating risk, among other things, there has been established an appropriate
segregation of duties, transactions on charge accounts and compliance with law are monitored and training
of personnel. A part of operating risk management is the operation of the N1-school, where employees
receive appropriate training relating to their work for the Company. Effective work procedures and rules on
back-up of IT systems have been implemented. Furthermore, effective operating budgets and monthly
statements are prepared for individual divisions and deviations from approved operating budgets are
analysed.

7. Segment reporting
Internal reporting to the Company's key management is based on both classification of sale by products and
sale by divisions, which are corporate division and consumer division. However, a significant part of sale to
the corporate division's customers is from the consumer division and therefore the operation of the two
divisions is intertwined. Therefore, it is the opinion of the Company's management that despite the division
into corporate and consumer division there is only one operating segment within the Company. Notes 8 and
9 specify sale and gross margin by products.

8. Sales 2014 2013
VL= [T 46,792,675 46,755,706
Other GOOAS ettt ettt a ettt sttt b et b e 10,167,523 11,366,468
o] = A T= LT 1 =TI 56,960,198 58,122,174

Sale to one customer was in excess of 10.0% of the companies total sale for the year 2013 or 25.1% (2013:
23.5%).

9. Gross profit

FURL ettt et et e et e e eae e e se e e be e et eeesaeeess e e saeebaeenseeesseessseesaeesaeentes 5,278,548 4,973,098
OLher OOAS ...ttt ettt sttt ettt et sttt et 4,326,172 4,154,293
Total Gross Profit ...ttt et 9,604,720 9,127,391
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10. Salaries and other personnel expenses 2014 2013
SAIATIES ettt et e et e aa e e be e e be e s be e et e e eaaeeateenreeenres 3,112,965 3,076,934
Contributions to Pension fUNS ..o 287,106 287,294
Other salary related eXpenses ........ccccceverieriinienienienenenenenesesesesese ettt 301,399 309,311
Other personnel EXPENSES ......c..ccveiririirieninetieeeeeeeeteesree ettt seesenes 129,122 115,301
Total salaries and other personnel eXpenses ......c.cccceceveverienienenenenenenenenenenne 3,830,592 3,788,840
Number of employees in full time equivalent Units .........cccccevueecnneeccnnnccccnnnnene. 560 600
Full time equivalent units at year end .....c..cccocceveeviennerncnncncrereerccreceeeenennes 454 489

11. Sales and distribution expenses

DiStribUtion EXPENSES .....cucvviirieiriiriiiereteieteeteterestees et sresee st st eee e s eenens 1,499,711 1,391,031
Marketing EXPENSES ...ccceirietiieieieteteteterteste e ste s s s sse st sttt ettt et et es 301,122 350,489
Maintenance expenses 334,778 279,669
Total sales and distribution eXpenses .........ccccecevevenininenenineneneneneneeeeeeee 2,135,611 2,021,189
12. Other operating expenses
Office and administrative EXPENSES ......c.ccceuecrierieiinieinietnerteeste ettt seenes 274,152 520,562
Operations Of PremMISES .......cocveeiririiiriinctecteereeereteet sttt seee st seeenens 432,989 413,230
LEASE EXPENSE .ttt bbbt sa e st 276,359 251,922
Computer hardware and SOftWare .......c.coccveevririennicnncnecreeececesece e 230,523 255,320
Write-off and impairment of trade receivables (see note 31) ....ccccceeverennenccnnne 22,181 25,636
Other @XPENSES ...cviuiieiriiieiieeretretetet ettt sttt st s et ae e saene 231,766 433,343
Total other operating EXPENSES ......cccveieieiiierieteietetetestenesresese et 1,467,970 1,900,013

Other operating expenses in 2013 include one-off expenses due to the Company’s listing on stock exchange
and the sale of Bilanaust ehf., totally amounting of ISK 372 million.

13. Feesto the Company’s auditor

Audit of the financial State@mMENt .......oiiveeiiiieeeeeeeeeeeeee e eennes 11,187 10,528
Audit of the interim financial statemMent .......coueoveieeiiiciicieeeeece e 0 9,296
Review of interim financial statement .......ocueeeiiieeiiceiicceeeeceree e eaes 1,994 0
OtNEE SEIVICES weeeevteeeetteeeeetee ettt e ceetteeeeebeeeeebeeeeetaseeesstseeesssssessssasesessasesesresesnnsens 1,739 3,510
o] =1 =TT (o - 10 L L1 (oY oSN 14,920 23,334

14. Amortisation and depreciation

Amortisation of intangible assets, see note 18 ........cccoevrevreniineinenncneereeene 86,850 60,199
Depreciation of property, plant and equipment, see note 19 ......c.ccceccevvccvrcnnenne 660,346 655,840
Total amortisation and depreciation ........c.cccceceverereneneneneneneneneneneneseeeeene 747,196 716,039

Financial Statements of N1 hf. 2014 19 Amounts are in ISK thousand



Notes, contd.:

15. Finance income and finance expenses 2014 2013
Finance income is specified as follows:

Interest income on bank aCCOUNTS .....eeiiieeiiiiiiieeeee e 244,137 198,038
Interest income and fair value changes on bonds ......ccccccooeiiniinininniincnicne. 24,575 7,786
Interest INCOME ON rECEIVADIES ......eoiieeeiieeeeee et saeeeeas 70,752 71,973
Currency exchange gain ... 108,542 2,582
[DI\ViTo P=YaTo BT s Telo) 1 1 1= R RRRR 9,718 11,726
Total fiNANCE INCOME ettt ettt e e ae e eabeesssseesbeessseens 457,724 292,105

Finance expenses are specified as follows:

INTErESt EXPENSES ettt ettt sb et ne s 469,191 631,465
Total fiNANCE EXPENSES ...oviuiriiiiieiecretette ettt a e sne s 469,191 631,465

The Company refinanced it’s interest bearing loans in September 2013 which decreases the Company’s
interest expeses by more than ISK 100 million per year.

16. Income tax

Income tax in the income statements is specified as follows: 2014 2013
Income tax payable ... 150,736 41,399
Deferred INCOME taX couuiiuiieeeieieceeeceeecerecee et et e et esneenes 231,484 272,865

382,220 314,264

Effective income tax is specified as follows:

Profit before iINCOME taX ..cocuveiieeeiiicieecceeeeeeeee e eaees 2,009,770 984,337
Income tax based on current tax rate ........cceveveennen. 20.0% 401,954 20.0% 196,867
Non-deductible expenses .........coceevecvrcrrcnnecnnencnn 0.1% 2,226 0.4% 3,901
Non-taxable INCOME ....ccouueeiiiiiiiiceeeeeeeeeeeeeeee ( 1.1%) ( 21,960) ( 55%) ( 53,725)
Iltems not recognised

in the income statement ........ccoeeevveeecveececereeenns 0.0% 0 0.3% 2,823
Corrections of tax due to previous years .................. 0.0% 0 16.6% 163,777
Other changes ..., 0.0% 0 0.1% 621
Effective income taxX rate .....oooveveeveeeveeeeeeeeieceeeeeeneeeenns 19.0% 382,220 31.9% 314,264

17. Earnings per share
Basic earnings per share is the ratio of the profit attributable to the Company's shareholders and the
weighted average number of ordinary shares outstanding, and shows the earnings per each ISK share.
Diluted earnings per share are the same as basic earnings per share as the Company has neither entered into
share option contracts nor taken loans convertible into shares.

Basic earnings and diluted earnings per share 2014 2013
Profit fOr the YEar. ..ottt 1,627,550 670,073
Share capital at the beginning of the year........cccoccccvinevcnnicicnnnccnicccrieeene 1,000,000 1,000,000
Effect of decrease in share capital......cccccoeeeeeeincniinninniiccecceceeee ( 27,945) 0
Weighted-average of issued share capital........ccccoeeerenreneienennenienccneseeneeene 972,055 1,000,000
Basic earnings and diluted earnings per share in ISK..........cccccoviiiniinn. 1.67 0.67
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18. Intangible assets
Intangible assets and amortisation is specified as follows:

Software Trademarks Total
Total value
Total value 1.1.20713 ...t 486,563 230,850 717,413
Total value 31.12.2013 ...ttt 486,563 230,850 717,413
Additions during the year .......cc.ccceeveeerenenenenineeeeeeeeeeeeeene 48,903 0 48,903
Total value 31.12.20T4 ...ttt 535,466 230,850 766,316
Amortisation
Amortisation 1.1.2013 ...t ae e e e 199,217 57,712 256,929
Amortisation for the year ... 48,657 11,542 60,199
Total amortisation 31.12.2013 .....ccvieeiieeieeceeeceeeee e 247,874 69,254 317,128
Amortisation of the Year .......c..cccvvivivirienienenererereseeseseseeeaen 75,308 11,542 86,850
Total amortisation 31.12.2014 ....cceveeeeeeceeeeeeeceeeee e 323,182 80,796 403,978
Carrying amount
Carrying amount 1.1.2013 ..o 287,346 173,138 460,484
Carrying amount 31.12.2013 ....ccciiiiiiiiiiiinienicccicnecccrenrennens 238,689 161,596 400,285
Carrying amount 31.12.207T4 ......cccocvviiviiniiniininiiniienenenenenenenes 212,284 150,054 362,338
AMOrtisation rates ......ccccvceueeieeieeieieeeeee ettt et aeas 15% 5%

Amortisation rates on software was changed in 2014 from 10% to 15% due to changes in the estimated
useful life.

19. Property, plant and equipment
Property, plant and equipment, and depreciation is specified as follows:

Furnishings,
Real estates, machines,
signs and tools and
tanks equipment Total
Total value
Total value 1.1.20713 ..ottt 11,807,770 4,182,180 15,989,950
Additions during the Year .......ccceeeeeeeerereneneneneseeeeeeeeeeeeeene 305,913 788,624 1,094,537
Sold and disposed of during the year ........c.cocccvvevrienenncnincnnencn. ( 401,037) ( 555,269) ( 956,306)
Reclassified as held forsale ......ooueieeiiiiieiieeeeceeeeee e ( 1,034,743) 0 ( 1,034,743)
Total value 31.12.2013 ...ttt 10,677,903 4,415,535 15,093,438
Additions during the Year .......c..ceeeevererenenereneneneeeeeeeeeeeeeene 42,483 353,159 395,642
Sold and disposed of during the year ........cccocccvvevivenenncnincnnencn. ( 87,539) ( 335,804) ( 423,343)
Total value 31.12.20T4 ...ttt 10,632,847 4,432,890 15,065,737
Depreciation
Depreciated 1.1.20713 ..ottt 2,973,755 2,426,213 5,399,968
Depreciation for the Year ........c..cccveereneincnnerneneeeeeeeeeeneas 313,521 342,319 655,840
Sold during the year ... ( 168,534) ( 428,182) ( 596,716)
Reclassified as held forsale ......oouiiieiiiiieiiieeceeceee e ( 86,601) 0 ( 86,601)
Total depreciation 31.12.20713 ....ccoocieiiierieieieeeeeerereneseeeeenes 3,032,141 2,340,350 5,372,491
Depreciation for the Year ........c..cccveereneincrnenneneeenceerenenens 265,365 394,981 660,346
Sold and disposed of during the year ........cccocccvvevirienencncnncnnencne ( 21,559) ( 274,116) ( 295,675)
Total depreciation 31.12.2014 .....ccoveeireeenncrececeeceeeereeenennene 3,275,947 2,461,215 5,737,162
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Carrying amount

Carrying amount 1.1.20713 ..cccoviriirieeieereeeeeeeeeeeeee et eeees 8,834,015 1,755,967 10,589,982
Carrying amount 31.12.2013 ..o 7,645,762 2,075,185 9,720,947
Carrying amount 31.12.207T4 ..ot 7,356,900 1,971,675 9,328,575
Depreciation rates ..o 3-10% 6-20%

On 18 December 2014 the Company’s sale Bildsh6fdi 9 was finalized, the gain on the sale amounted to ISK
81 million.

Insurances and valuation of assets
Insurance value and value for taxation of property, plant and equipment is specified as follows at year end:

2014 2013
Value for taxation of real @States .....cocueivveeeiieeeiiceeee e ereeeeas 4,479,879 5,154,676
Value for fire insurance of real @states ........couveeeiieeiiceieiciiiceeccecee et 7,093,384 8,644,856
Insurance value of tools, equipment and furnishings .........cccocccevneininninnnncnnn. 2,045,911 2,054,191
INSUrance value of INVENTOIIES ......oivveiiiiieiceeeeeeee ettt eeare e ease e e e aeeeeans 2,134,827 2,101,945

The associate Oliudreifing ehf. insures the part of liquid inventory in its possession. Those inventories are part
of inventories in the Company's balance sheet but are not included in the above insurance value.

Pledged assets

The Company refinanced long-term loans and a line of credit with islandsbanki hf. at the end of September
2013. The line of credit amounts to ISK 1,000 million and USD 25 million. The Company has not utilised the
line of credit.

islandsbanki hf. holds complete pledge in the Company's main real estates, inventories and trade receivables
in the amount of ISK 15,555 million as collateral for long-term loans and the line of credit.

20. Shares in associates
Shares in associates are specified as follows:

Nominal Carrying
Year 2014 Share value amount
Oliudreifing ehf. c..c..oveieiieeeeee ettt 60.0% 249,000 973,050
Malik Supply A/S, Denmark * ........ccccoceeerinenenenineneeeeeeeeeeeenes 49.0% 24,021 446,509
EAK €hT ..ottt 33.3% 6,000 23,628
Shares in foUur @SSOCIAtES ....iivueiiereicrieeteeeeeeete et - 3,340 17,659
Total shares in associates at YEar @Nd ........cocoeveriiriirerenererenerereeeeee sttt sttt st ettt es 1,460,846
*The nominal value of shares in Malik Supply A/S is in DKK
Change in the carrying amount of associates during the year:
Carrying amount at the beginning of the Year ... 1,377,860
SHATE OF PrOfit .ecueeieieeeiee ettt ettt ettt ettt ettt b bbb e e b 93,802
RN LT L Te Y e L2 £ =) 4 Lol = SRR ( 10,815)
Carrying amount at Year @Nd ... 1,460,846
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20. Shares in associates, contd.:

Nominal Carrying
Year 2013 Share value amount
Oliudreifing ehf. ..o 60.0% 249,000 941,703
Malik Supply A/S, Denmark * .......ccccvevrirnenenenreneeeeeeeeneeenene 49.0% 24,021 399,111
EAK @hT. oottt ettt ettt e 33.3% 6,000 20,062
Shares in four associates - 3,340 16,984
Total shares in associates at Year @Nd ........ccccceeiiriririninenenerereneneneeeee ettt 1,377,860
*The nominal value of shares in Malik Supply A/S is in DKK
Change in the carrying amount of associates during the year:
Carrying amount at the beginning of the Year ... 1,310,526
SHATE OF PrOfit ettt ettt ettt ettt ettt b bbb be s 99,501
RN LT Lo A e L2 £ =) 4 Lol = SRR ( 32,167)
Carrying amount at Year @Nd ... 1,377,860

Following are the financial information of associated companies Oliudreifing ehf. and Malik Supply A/S. The
information is based on their annual financial statements by taking into account the unamortized premium
paid upon acquisition of the share in Malik Supply A/S.

Oliudreifing ehf.

The Company owns 60% share in Oliudreifing ehf. The Company has not control over Oliudreifing ehf. which
is therefore not a subsidiary of the Company. This is because the Competition Authority decided that the
company should have board members independent from N1 hf. However the Company’s operations have
significant influence on the operations of Oliudreifing ehf. Accordingly the Company accounts for its
ownership interest according to the equity method. The financial statements of Oliudreifing ehf. are
prepared in accordance with the Icelandic Financial Statements Act.

2014* 2013*
INON-CUITENT @SSETS ...eevreeieeeeiieeetteeee ettt e eee e e e e e aareeeeeeeesesssseeeeeeeesnssseeeeeeas 3,419,556 3,249,912
(O TT ¢ =) 0 4= To1=1=] TR 617,898 659,630
NON-CUITENT HADIIEIES «.eeeeeeeeiieieeeeee ettt e e e esar e e ssareesesnnees ( 1,952,370) ( 1,825,421)
CUITENt [IAbIlITIES evveeieiree et cert e eeare e e sbae e eesbaeecesraseennnnne ( 441,665) ( 471,279)
NEt aSSEt (TO0T0) c.evieeeiieiieeieieieeeteerteeste et e et e ssteesseessaeessaessseesssaessssessssesssssssssssssesas 1,643,419 1,612,842
Fair value adjustment of Property ........c.cooveereerecnenenneeneeecseeeereeereseenenenens 13,001 26,002
Carrying amount of the share (60%) ......cccevuevuirirrieniinieniererereresesesesesese e 973,050 941,703
INCOME (TO0T6) wnveieereeeeeeeeeeete et eeee et e eeteeeeteeeteeesreeesseeesaeeesaeeseeeseeenseeesseessssessseenses 3,035,494 2,888,216
Profit (TO06) coeeeeeeeeeeeeeeeee ettt et ceate et esareesae e e beeesbesesteesssesssssesssenseesabeessssessseenses 37,131 108,483
Share in total comprehensive iNCOMe (60%) ....cccoeeuruerueererreneeenieeneeneeeeeeenes 22,279 65,090

* Draft of Financial Statements
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20. Shares in associates, contd.:
Malik Supply A/S
Malik Supply A/S was founded in 1989 to service the international fleet of trawlers on the waters of
Greenland and in the North Atlantic ocean with oil, lubricants and other products. N1 sells Malik fuel oil sold
to major fisheries in Greenland. The financial statements of Malik Supply A/S are prepared in accordance with
the Danish Financial Statements Act.

2014* 2013*
INON-CUITENT GSSETS .....urrriieeeiieceiitieeeeeeeecctreeeeeeeeecrrreeeeeeeeessseeseeeeeeesssssseseseeesnssssaseenns 280,142 198,598
(OUT ] g =) 0 A= ToT=1= ] SRR 1,414,390 1,352,620
NON-CUITENT LOANS c.eeeeeeieeeeeeee ettt et e rae e e sae e eesteesesaeeeesseeas ( 263,428) ( 81,842)
(OLUT =12} A (oY= 12 =IO ( 820,407) ( 971,272)
NEt SSET (T006) ceorreeieerieeeetieeeeteeeertreeeeteeeeeteeecetereeessaeeeessseeeesssseesssssseesssseessssaeenes 610,697 498,104
Fair value adjustment ........ccccceieiinininininincenerenenenesee ettt 147,267 155,040
Carrying amount of the Share (49%) .......c.coeveerirerneneeneteeneeeneeseee et eseeenaene 446,509 399,111
INCOME (TO06) ettt ettt ceerteeeeesteeeeesaaeeessaeeeeseseesssbssesasssseeassssesessaresnnsane 294,748 189,286
Profit (TO0T6) cocuveeeeeeeeeeeteeeeeeeeteeecteeeteeeteeeseeeeseeessee e teeesseeesseessseessssenseeeseesseessssensnsenses 125,614 51,590
Share in total comprehensive iNComMe (49%) ...cccocevererenenenenenireeeeeeeeeeeae 61,551 25,279
* Draft of Financial Statements
21. Shares in other companies

Shares in other companies are specified as follows:

Nominal Carrying
Year 2014 Share value amount
Shares in other companies .....c.cccocccvievecncnnencnneneeeenecnne 2,000
Total shares in other companies at year nd .........cccceviriiiinininininineneneneeeeseeeseeeeeee e 2,000
Year 2013
Icelandair Group hf. ......ccoiiiiiiiiinicneeeeee e 0.3% 15,526 282,580
Shares in 13 other companies ....c..ccoceevveenecreneinernececeeenee - - 3,842
Total shares in other companies at year @nd .......c.ccccoeveiiiininininininenenenereeeneeeeeeeeeee e 286,422

Shares in other companies are recognised at fair value. Fair value changes are recognised in the income
statement as change in fair value of shares. Received dividend is recognised among finance income.

22. Inventories

Inventories at year end are specified as follows: 2014 2013
FUBL ettt ettt ettt s e st et e e st et e et et e be e be et esaaens 1,924,571 2,820,532
Other GOOAS....uiiiiiiieietetetetetetete ettt sttt st st ettt ettt et sa e s 1,209,686 1,497,269
T Otal INVENTOIIES..eii ittt et certte e et e e eebe e e eesbaeeeesbaseeesssseessbeeeessnsens 3,134,257 4,317,801

23. Trade receivables
Trade receivables are specified as follows at year end:

Nominal value of trade receivables..........cc.ccoeiiieiiieiicieeeeeeceeeee e 3,172,050 3,309,542
BONAS ettt ettt st b st s a e ettt et s 18,430 85,474
Allowance for IMPairMeENt.....c..cceeeeirerirenieenteereteeer ettt ettt be st naene (147,887) (244,631)
Carrying amount of trade receivables.........cocoevererinininininineee e 3,042,593 3,150,385

Note 31 includes further information on impairment (write down) of trade receivables.
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24 Other short-term receivables

Other short-term receivables at year end are specified as follows: 2014 2013
Prepaid @XPENSES.. ..ottt ettt ettt sa e 275,264 74,017
VAT refund and other receivables from the Icelandic State......c..ccccceeeereinecnnene. 325,389 364,040
Other short-term receivables.........ccccceeercninnenncnnccnencnnenn. 154,163 71,016

Total other short-term receivables 754,816 509,073

25 Equity

(i) Share capital
The Company's total share capital according to its Articles of Association amounts to ISK 700 million. One
vote is attached to each ISK one share in the Company. Shareholders in the Company have the right to
receive dividends in proportion to their shareholding upon dividend distribution.

(ii) Share premium
Share premium consists of contributions by shareholders, after taking into account loss equalisation
amounting to 1,135 million in excess of the nominal value of share capital and decrease in share capital
amounting 3,560 million.

(iii) Revaluation reserve
The Company's share in the revaluation of real estates of an associate is recognised in the revaluation
reserve. The revaluation is dissolved in accordance with annual depreciation of the revaluation in the income
statement. Dissolution of the revaluation is recognised in retained earnings.

(iv) Statutory reserve
In accordance with Icelandic Company act, statutory reserve consists of an amount corresponding to 25% of
the nominal value of share capital of the company. This amount can not be distributed to shareholdes as
dividend. The Company's statutory reserve is 35.7% at year end, due to decrease in share capital in 2014.

(iv) Translation difference
Translation difference consists of exchange difference arising from the translation of the financial statements
of a foreign associate.

(v) Retained earnings
Profit (loss) for the year is recognised as increase (decrease) in retained earnings. Dividend payments are
recognised as reduction in retained earnings. Dissolution of revaluation is recognised as increase in retained
earnings.

(vi) Capital management
The Board of Directors of N1 has established a policy on the Company's capital structure and dividend
payments. According to the policy the Board of Directors will propose to annual general meetings that at
least 50% of the profit for each year be paid to shareholders as dividend. Furthermore, the Company aims at
an equity ratio of 40%. The Company's loan agreements do not include provisions that restrict dividend
payments but there is a requirement of at least 35% equity ratio. At year end 2014, the Company's equity
ratio was 49.4%
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26. Payable to credit institutions
Interest bearing liabilities are specified as follows at year end:

2014 2013

Interest rate Carrying Interest rate Carrying

amount amount
Non-indexed loan in ISK on floating interests........... 6.90% 6,580,000 7.00% 6,930,000
CUITENt MATUIITIES...vveeeeeeeeceireeee et e e eeecctrere e e e e e e e enreaeeee e e e e nnenes (350,000) (350,000)
Total long-term liabilities.......ccceeeverererenerinereeeeeeeee 6,230,000 6,580,000
Maturities are specified as follows over the next years: 2014 2013
YEAr 20T 4.t - 350,000
YEar 2015 i 350,000 350,000
YA 20T 6.t 350,000 350,000
YA 207 it s 350,000 350,000
YA 20T 8.ttt ettt sttt ettt n e 350,000 350,000
YA 20T T et 350,000 350,000
LA ettt ettt ettt e ettt a e st b et n b st 4,830,000 4,830,000

6,580,000 6,930,000

27. Deferred tax liability
Deferred tax liability is specified as follows by individual items:

Asset
Trade and other receivables..........ccooiiiiiiinininininiinee 0 40,284
[NVENTOTIES....cviiiiiiciiiictct s 12,258 3,574
12,258 43,858
Liability
Property, plant and eqUIPMeNt........cccoeviriririniniieceeeeeeeee e 209,517 4,756
INtANGIDIE @SSEES....oomiiiiiieiicice ettt 56,274 69,983
Unrealised currency exchange difference...........ccccovueecninicccininicccnnccnnecccenens 14,644 14,558
Trade receivables..........iiii e 3,108 0
283,543 89,297
Deferred tax liability.......cocoreriiiriirniircecccreteec ettt 271,285 45,439

28. Payable to the State
Payable to the Icelandic State consists of unpaid value added tax and duties in customs, oil tax, fuel tax,
carbon tax and other taxes.

29. Prepaid income
Prepaid income is specified as follows at year end:

POINtS ProgrammMe....cc.coceeeiriiiiieieeeete ettt ettt et st resre s sbe s s s s s 167,206 164,858
Prepaid Cards....c..oc ettt ettt ettt 59,060 39,200
KIEttagardar 13......c.cciriieiietceiinreeciree ettt ettt a et n s s 30,211 30,211
Other prepaid iINCOME. ...ttt eae et se e e eenes 0 1,407
Total prepaid INCOME.. ..ottt 256,477 235,676

Financial Statements of N1 hf. 2014 26 Amounts are in ISK thousand



Notes, contd.:

30. Other short-term liabilities

Other short term liabilities are specified as follows at year end: 2014 2013
Unpaid salaries and salary related expenses...........ccoeiniiiiniiiniiincniiincinicinens 123,288 122,812
ACCrued VacatioN........cciiiiciiiiiiiiccc e 222,884 214,033
Unpaid accrued interests.........cciiiiiiniiinicicic s 74,409 79,503
Other short term liabilities..........cccooiviininiiiiniiiiiiiiis 8,616 598
Total other short-term liabilities........cocoveeiririinniiieeeecceeeseneene 429,197 416,946

31. Financial instruments
Credit risk
The Company's maximum possible loss due to financial assets with inherent credit risk is their carrying
amount, which is specified as follows at year end:

BONAS... ittt ettt et ettt et e st et e be st e sse e baeane 48,009 20,495
Trade receiVables... ..ot et aa e e rae e 3,042,593 3,150,385
Receivables from related parties.......coccccoecrerrenieinennereeereeeeeeeeeee e 27,776 47,557
Other short-term receivables...........oo e 479,552 435,056
Cash and cash equivalents..........ccoccreriinienninincrcec et 4,629,100 6,019,414

8,227,030 9,672,907

Approximately 44% (2013: 35%) of balances of trade receivables are with the 30 largest customers of the
Company. Thereof the largest trade receivable was 4% (2013: 4%).

Age analysis of trade receivables and impairment loss
The age of trade receivables at year end is specified as follows:

Nominal Carrying
Year 2014 value Write-down amount
NOt dUE...eiiiiiiiic s 2,327,405 ( 43,418) 2,283,987
Past due by 30 days orless........cccoviiiniiiiiniiiniininiiiccce, 424,292 ( 25,621) 398,671
Past due by 371 - 120 days.....cccccereeeeenreeneenenreenreenreeeneneesreesnenes 308,281 ( 23,811) 284,470
Past due by more than 120 days.........ccoeviiiiiiniiniiiiiciiiinices 130,503 ( 55,038) 75,465

3,190,481 ( 147,888) 3,042,593
Year 2013
NOt dUE...eiiiiiiic s 2,454,727 ( 50,052) 2,404,675
Past due by 30 days orless........ccoviiiniiiiniiiniiinciiiccce, 543,550 ( 39,144) 504,406
Past due by 31 - 120 days......cccvuieiniiiiciniiiiciicccccees 215,385 ( 26,646) 188,739
Past due by more than 120 days.........ccoeviiiiiiniiiniiiiniiicnice 181,354 ( 128,789) 52,565

3,395,016 ( 244,631) 3,150,385
Impairment on trade receivables is specified as follows: 2014 2013
Balance at the beginning of the year.........cccccovceivniincnnicncinen. 244,631 266,426
Receivables written-off during the year.........cccccoevnennincincncnnne. ( 118,925) ( 47,431)
Expensed impairment during the year........cc.coceveeveevienenienieneennenene 22,181 25,636
Balance at year @nd........coevieirininnininieenete et 147,887 244,631
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31. Financial instruments, contd.:
The Company's trade receivables are specified as follows at year end by clients:

Carrying
Nominal Specific General amount
Year 2014 value write-down write-down atyear end
Fishing indUustry......cocovevienienienienienieneneneresesesieeenes 768,054 ( 25,052) ( 9,667) 733,335
Transportation......c..ceceeverereneneneneeeeeeeeeeeeeeees 106,113 ( 15,986) ( 1,336) 88,791
CONraCOrS...coeeeeeieeeereerteet ettt eeene 314,568 ( 29,717) ( 3,959) 280,892
Other industries and individuals.........ccceevveeeeiereennnnes 1,572,983 ( 36,976) ( 19,798) 1,516,209
Foreign sale......coeeeeeeninerinireeeneeeseeee et 428,763 0 ( 5,397) 423,366
3,190,481 ( 107,731) ( 40,157) 3,042,593
Year 2013
Fishing indUustry......cocevevievienienienienieneresereseseseeeeene 737,428 ( 41,722) ( 9,598) 686,108
Transportation......c..ceceeverereneneneneeeeeeeeeeeeeeees 140,506 ( 28,690) ( 1,829) 109,987
CONtIACIONS. ittt ettt 402,385 ( 86,547) ( 5,237) 310,601
Other industries and individuals.........ccceuveeeevereennnnes 1,897,905 ( 43,483) ( 24,703) 1,829,719
Foreign sale.....ueeeeeerinirereneneneeeseeeeeeee e 216,792 0 ( 2,822) 213,970
3,395,016 ( 200,442) ( 44,189) 3,150,385

Liquidity risk
The following table shows an overview of when the Company's contractual future payments on liabilities fall
due. The payment flow includes estimated future interests where appropriate.

Year end 2014 Within a year 1-2years 3-5years Over 5 years
Payable to credit institutions.........cccceceeveevereeneeneennee. 793,558 769,408 2,163,324 6,845,746
Payable to the Icelandic State.......ccccocevveverererencnnen. 2,219,536
Trade payables.......cccoevenininneninieeeeeeeeee 1,243,247
Payable to related parties........cccocceueveererncenncrnncnnee. 169,405
Other short term liabilities.......c.ccocevevirnirneininieniennee. 429,197

4,854,943 769,408 2,163,324 6,845,746

Year end 2013

Payable to credit institutions.........cccceceeveevereeneeneennee. 746,086 725,670 2,054,509 7,180,862
Payable to the Icelandic State.......ccccocevceverererencnnen. 2,413,362
Trade payables.......ccccoevereninvneniineeeeeee 1,187,579
Payable to related parties........cccocceueveerenenccvncnnncnnee. 134,449
Other short term liabilities.......c.ccoevevvinieniiniinieniennee. 416,946
4,898,422 725,670 2,054,509 7,180,862

The Company's long term loans contain covenants on financial conditions regarding equity ratio, liquidity
ratio and leverage. If financial conditions are not met the loan in question will fall due.
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31. Financial instruments, contd.:

Currency risk
The Company's exposure to foreign exchange risk is specified as follows at year end:

Other

Year 2014 usD EUR currencies Total
BONAS...uiiiieeieeeeecteecte et e 0 0 30,372 30,372

Trade receivables.......oeiieeiiiieieiiceceeeeeceeceeee e 835,790 13,092 10,900 859,782

Cash and cash equivalents.......c..cccoceurenvcencnrcncnnene. 333,875 857 3,180 337,912

Trade payables.......ccccoeveneninenenineneeeeeeeeee ( 269,966) ( 44,258) ( 94,994) ( 409,218)
Risk in balance sheet..........couveeieeeieceeccieciecreee, 899,699 ( 30,309) ( 50,542) 818,848

Year 2013

BONAS. ..ot 0 0 31,143 31,143
Trade receivables 494,700 19,841 49,173 563,714
Cash and cash equivalents..........cccccceiiiiniiniinne 309,672 716 853 311,241

Trade payables.......cccoccvierininccncrceceeceneeenens ( 239,337) ( 61,025) ( 92,444) ( 392,806)
Risk in balance sheet.......ooeevieeecveieccieeicceeeceeieeene 565,035 ( 40,468) ( 11,274) 513,292

Sensitivity analysis
A 10% strengthening of the ISK against the following currencies at year end would have increased
(decreased) the Company's results before income tax by the following amounts.

2014 2013
[0 51  J USROS ( 89,970) ( 56,504)
EUR ettt ettt et et e et e et e e eab e e sab s e sae e ba e e bee e beesareeeabreenaseenteeneeens 3,031 4,047
Other CUITENCIES. ...ttt e et e e e e e tae e seeebeeesseessseessseensaeenseenes 5,054 1,128
1] | RS ( 81,885) ( 51,329)

A 10% weakening of the ISK against the above mentioned currencies at year end would have the same effect
in the opposite direction.

Interest rate risk

An interest increase at the reporting date by one percentage (100 basis points) would decrease results
before income tax by ISK 66 million (2013: 69) due to effects of the Company's borrowings on floating
interests. The calculation is based on operating effect on annual basis. A decrease by one percentage would
have the same effect in the opposite direction.

32. Operating lease
Rental obligation
The Company rents premises from various parties and the total obligation in relation thereto amounts to ISK
1,493 million until the year 2020. Future rent payments, without taking into account future inflation, are
specified as follows at year end:

2014 2013
WIthiN ON@ YA ..uiiiieiiieieieieeteeee ettt ettt st sttt sttt ettt ettt 304,774 300,928
AFLEE T = 5 YOAIS.u ittt ettt sttt et s et a et se et sae s 862,368 931,973
ATEEE 5 YIS .ttt ettt ettt ettt ettt be bbb s b s sse s eas 551,351 714,657
TOTAN ettt ettt ettt ettt b et eae 1,718,493 1,947,558
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32. Operating lease, contd.:
Rental income
The Company rents premises to various parties. Some of the rental agreements are indeterminate but the
lease term of other agreements are from 1 - 15 years. Rental income in the year 2014 amounted to ISK 161
million. Most of the rental agreements are price indexed. Total obligation of lessees without taking into
account future inflation is specified as follows. Obligation of lessees due to indeterminate agreements is only
calculated for one year.

2014 2013
WIthin ONE YEAT....iiiiiiiiiiieieiertcieteeete ettt ettt ettt 135,464 158,715
ATEE T = 5 YOAIS ettt ettt ettt sttt et et besbesbessesbesbessesseenes 267,767 239,837
ATEEI 5 YIS ..ttt ettt ettt et 191,896 116,867
TOtAL e e 595,127 515,419

33. Related parties
Definition of related parties
The Company's related parties are significant shareholders, associated companies, Board members and
management personnel and close family members.

Transactions with associated companies
Transactions with associated companies are specified as follows:

Purchased goods and SEIVICES .......coceverereririnininintrt ettt ettt 1,220,866 1,192,785
S0ld OOAS AN SEIVICES.....iouieeiiirieeietetetet ettt ettt sttt b b sbene 424,161 1,542,294
BONAS. ettt ettt st e a e ettt e sttt s 30,372 34,301
Receivables at year @nd..........ocoiiiiiiiiiniiniieeeereeeeeee s 27,776 46,405
Payables at year @Nd......co.coeveririririeet ettt 169,405 134,449

Transactions with significant shareholders

The Company has a long term loan from Islandsbanki hf. and the remaining balance on the loan at year end
amounted to ISK 6,580 million (2013: 6,930). islandsbanki hf. was a related party until the company was
listed in in December 2013.

Interest income from shareholders...........c.ccoooveieviiiiiciiiieeeeeeee e 0 10,123
Interest expenses to Shareholders..........c.cuvieeeiiiiiiee e 0 322,275
Services sold to shareholders..........ceoueieiecieeeieineeeeee e 0 12,364
Receivable from shareholders at year end..........cccceceveverererereceeeeeeee e 0 1,152
Deposits with shareholders at year end..........cccceeeiereeeieicreeeeceeeee e 0 966,667

Salaries and benefits of the Board of Directors and management is specified as follows:

Shares at
2014 2013 yearend 2014
Margrét Gudmundsdéttir, Chairman of the Board...........ccccc.c.c...... 7,320 7,720 8,438
Helgi Magnusson, Board member.........ccoceevininininnnncnciceene 4,808 3,320 10,017,500
Kristin Gudmundsdadttir, Board member..........ccooeeveiieieieciinne. 3,900 4,400 16,876
Gudmundur Arnar Oskarsson, Board member........oooeeeeevveenn.. 2,925 0
Jén Sigurdsson, Board member........cocoveviienineniennenneneenecne 1,300 0 29,455,835
Hreinn Jakobsson, former Board member........ccocvvvevvvceneecneenenn. 975 4,400
P6r Hauksson, former Board member *........coovvvevvvevvecceeineecnnen. 0 3,863
Kristinn Palmason, former Board member *........ccccovvvvvvvvveevevneenn. 875 1,985
Eggert Benedikt Gudmundsson, CEO 55,886 51,700 228,758
Eggert Pér Kristéfersson, Head of Finance Division........cccceceveeueene 33,827 31,462 457,516
Ingunn Sveinsdoéttir, Head of Customer Services.......cccoecevueennene. 25,962 25,658
Hinrik Orn Bjarnason, Head of Corporate Services.........c..coo.ee.... 25,164 21,813 183,006
Total salaries and benefits of the Board of Directors
aNd MAaNAGEMENT.....couiriirieiirieriereeeeeeeee ettt ettt 162,942 156,321 40,367,929

* Paid to Framtakssjédur islands slhf. due to board membership of Pér Hauksson and Kristinn Pélmason, its employees.
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33. Related parties, condt.:
Included in the above shares are shares of spouses, financially dependent children and independent parties
with same legal residence, and shares owned by companies controlled by members of the management as
well as companies owned by these individuals.

No loans have been granted to Board members or the CEO of the Company.

Transaction with other related parties
Transactions with other related parties were insignificant during the periods covered by the financial
statements. Such transactions were carried out on an arm's length basis.

Transactions with employees

The Company has provided loans to its employees due to general purchase of goods in the amount of ISK 17
million at year end 2014 (2013: ISK 21 million). Other liabilities of employees with the Company amounted
to ISK 1 million at year end (2013: ISK 2 million).

34. Ratios
The Company's key ratios are specified as follows:
2014 2012
Income statement
Turnover rate of inventories at the end of the period: utilisation of goods /

INVENTOries at YEar @Nd........iiiic s sssesessaenes 15.11 11.35
Sales days in trade receivables: trade receivables at year end /

go0ds and Services SOId.......couviririririiie e 19 20
Profit (loss) before depreciation, amortisation and finance items /

GrOSS PrOfit.ceceeuieiiieieiricieete ettt ettt ettt sttt se st n e ne 27.8% 19.5%
Salaries and salary related expenses / gross profit 39.9% 41.5%
Sales and distribution cost / gross profit............cccc...... 22.2% 22.1%
Other operating expenses / gross profit...........cccccceeuue.. 15.3% 20.8%
Balance sheet
Current ratio: current assets / current liabilities........ccccoeeevenennnnineee 2.40 3.14
Liquidity ratio: (current assets - inventories) / current liabilities..........cccccccvvruinnc. 1.75 2.23
Leverage: Net interest bearing liabilities / EBITDA..........ccccoviininininiiiniiincie 0.76 0.56
Equity ratio: Equity / total capital........ccccoevciviiiciniiiiiiiiiicccce 49.4% 56.5%
Return on equity: Return of the year / weighted average balance of equity......... 12.3% 4.5%

35. Other issues

In June 2013 the Icelandic Competition Authority announced that it had decided to initiate market research
on the Icelandic fuel market. This is a new form of research, which includes consideration of a need for action
against conditions or conduct that prevent, restrict or adversely affect competition to the detriment of the
public. The study does not focus specifically on the Company itself, but the fuel market as a whole. According
to an updated schedule it is expected that by the end of 2014 the gathering of information and assessment
of data will be finalized and that an initial report will be published on the first half of 2015. The study did not
affect the operations or financial position of N1 hf. in the year 2014.
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Statement of Corporate Governance

Board of Directors and corporate governance

The Board of Directors

Corporate governance of N1 is laid down in rules of procedures for the Board, the Company’s Articles of
Association and the Act on Public Limited Companies No. 2/1995. The current rules of procedures for the
Board were approved on a Board meeting at 9 April 2013. The rules are based on provisions in Article 70,
paragraph 4 in the Act on Public Limited Companies No. 2/1995 and Article 17, paragraph 2 of the Company'’s
Articles of Association. The Company's Articles of Association describe the Company’s objective, its share
capital, shareholders meetings, board of directors, CEO, accounting and audit. The current policy on terms of
employment for N1 was approved by the Annual General Meeting on 7 May 2013. The policy applies to the
terms of employment for members of the Board, CEO and senior management of the Company.

The Company'’s rules of procedures for the Board, Articles of Association and policy on terms of employment
are accessible on the Company’'s website, www.n1.is/fjarfestatengsl. N1 complies with the Guidelines on
Corporate Governance, 4th edition, issued by the Icelandic Chamber of Commerce, Nasdag OMX Iceland hf.
and the Confederation of Icelandic Employers, in all instances except for the following;

® The Board of Directors of N1 has not appointed a nomination committee.

¢ The Statement of Corporate Governance does not include an analysis of environmental and social factors
needed to understand the development, success and position of the Company.

¢ The Statement of Corporate Governance does not include information on main points affecting the appraisal
of the Board's success.

The Board of Directors of N1 is the highest authority in the Company'’s affairs between shareholders meetings
and is responsible for its operations. Communication between the Board and shareholders is at shareholders
meetings. Members of the Board are independent in their work and do not accept direct instructions from
shareholders in the Company or other stakeholders. Members of the Board must also observe confidentiality
in performing their duties and are not allowed to provide information to shareholders concerning the
Company'’s finances or operations unless it is presented by the Board.

The Board of Directors of N1 hf. consists of five directors and one reserve director appointed for a one year
term in the Annual General Meeting. Margrét Gudmundsdéttir is the Chairman of the Board and has been on
the Company's Board since 2011 and as Chairman since 2012. Kristin Gudmundsdéttir has been on the Board
since 2011 and Helgi Magnusson since 2012. Jén Sigurdsson and Gudmundur Arnar Oskarsson have on the
Board since 2014. The Board of Directors of N1 hf consists of two women an three men and therefore
complies with provisions of law on gender ratio which entered into effect on 1 September 2013. Members of
the Board have diverse education and extensive professional experience.

Those who intend to candidate at the election of the Board of Directors of the Company must notify so in
writing to the Board of Directors with at least five days notice before the beginning of the Annual general
meeting. The Company's Articles of Association can only be amended with the approval of 2/3 of votes cast in
a lawfully called shareholders' meeting, provided that the intended amendment is thoroughly mentioned in
the agenda to the meeting and what it consists of.
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Statement of Corporate Governance, continued

Board of Directors and corporate governance, continued

Corporate governance

The Board of Directors has laid down rules of procedures for the Board which are reviewed on annual basis. In
the rules of procedure the competences of the Board and its purview with respect to the CEO are defined. The
procedures contain among other things provisions on the appointment of Board members, communication
with shareholders, calling of meetings and order, minutes of meetings and their content, rules on Board
members' obligation of confidentiality and secrecy and rules on eligibility of Board members to participate in
decision making. The Board elects a Chairman and Vice Chairman for the Board in addition to appointing
members of sub-committees. Board meetings shall be called as often as necessary but no less than once a
every month. Board meetings are held at the headquarters of N1 at Dalvegur 10-14, 201 Kopavogur, and the
Chairman of the Board directs the meetings. The CEO attends Board meetings and may at the meetings
discuss matters and present motions, unless otherwise decided by the Board in specific matters. The
Company's Board of Directors among others determines the CEQ's terms of employment and meets regularly
with the Company's auditors. The Board of Directors has appointed an audit committee and a remuneration
committee.

To ensure that the Company's financial statements are in accordance with International Financial Reporting
Standards the Company places emphasis on carefully defined responsibilities, appropriate separation of tasks
and regular reporting and transparency in the operation. The process of monthly reporting and review for
individual divisions is an important factor in the control on return and other key aspects of the operation.
Monthly statements are prepared and presented to the Company's Board of Directors. The Company has
established work procedures to ensure control in income recognition, operating expenses and other items ?
affecting the Company's operation. Risk management is reviewed on regular basis in order to reflect changes
in market conditions and the Company's operation. With personnel training and work procedures the
Company aims at maintaining disciplined control where all employees are aware of their role and
responsibilities. Operating risk is addressed by monitoring transactions and compliance with law. The Board of
Directors has established equity management policy to ensure strong equity position and support stable
future operating development.

All members of the Board of Directors have provided personal information to enable an evaluation of their
qualification for membership on the Board of Directors in other companies, shareholding in the Company,
whether directly or indirectly through related parties, and possible conflict of interest. Helgi Magnusson is not
regarded as being independent of the large shareholders in the Company. Helgi is the alternate Chairman of
the Board of Directors of Lifeyrissjodur verslunarmanna, which owns 14.2% of the share capital of the
Company. All other Board members are independent of both the Company and the large shareholders.

Remuneration committee

The Board of Directors has appointed a remuneration committee. The role of the Remuneration Committee is
to provide guidance to the Board of Directors regarding employment terms for Board members and
management and advise on the Company's remuneration policy, which shall be reviewed every year and
presented to the Company's annual general meeting. Furthermore, the committee shall monitor that
employment terms of executive management is in accordance with the Company's remuneration policy and
report thereon to the Board of Directors on annual basis in relation to the annual general meeting. The
Remuneration Committee shall consist of three members appointed by the Company's Board of Directors. The
majority of the members shall be independent from the Company and its day-to-day managers. Neither the
CEO nor other employees may be a member of the Remuneration Committee. Independent Board members
may be a member of the Remuneration Committee. Committee members should preferably have experience
and knowledge of the criteria and customs that relate to the determination of the employment terms of
managers. The Rules of Procedure of the committee shall state on its main tasks. The committee consists of
Margrét Gudmundsdéttir, Chairman, Jon Sigurdsson and Helgi Magnusson.
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Statement of Corporate Governance, continued

Audit committee

The Board of Directors of N1 hf. has appointed an Audit Committee in accordance with provisions of the
Financial Statements Act. The committee must consist of at least three members and the majority of the
members shall be independent from N1. The committee shall be appointed for a one year term at the first
Board meeting following the annual general meeting. Majority of committee members shall be members of
the Board of Directors of N1 and the chairman of the committee shall be appointed by the Company's Board
of Directors. Committee members must have qualifications and experience in accordance with the activities of
the Committee, and at least one member must have sufficient expertise in the field of accounting or auditing.
Employment terms of committee members shall be decided at the annual general meeting. The committee
shall monitor and check the auditing of the Company'’s financial statements and assess the auditors' work to
ensure further safety and quality of work methods during the audit. According to the committee's rules of
procedure two Board members shall be appointed to the committee in addition to one external expert. The
committee shall meet at least four times a year and additional meetings shall be called when deemed
necessary by the chairman. The committee consists of Kristin Gudmundsdéttir, board member, Gudmundur
Arnar Oskarsson, board member and Gudmundur Frimannsson, auditor and Chairman of the committee.

The audit committee’s tasks are as follows:

* To monitor the financial reporting process.

® To monitor the organisation and effectiveness of N1°s internal control, risk management and other control
procedures.

® To monitor the external audit of N1’s financial statements.

* To make recommendation to the Board of Directors regarding selection of auditors or audit firm.

e Evaluate the independence of external auditors or audit firm and monitor other tasks performed by them.

Executive Board
The executive board of N1 comprises key senior management personnel where each managing director is
responsible for a certain section towards the CEO.

It should be noted that members of the executive board of N1 do not have share option agreements with the
Company. There are no conflicts of interest between members of the executive board and the Company's
main customers, competitors or large shareholders.

In the year 2014, 14 Board meetings were held, 9 meetings in the Audit Committee and 3 meetings in the
Remuneration committee. The majority of the Board, the Audit Committee and the Remuneration committee
attended all meetings. The audit committee calls meetings with the Company's auditors on regular basis and
auditors attend Board meetings when financial accounts are discussed.
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Quarterly Statement - unaudited

The company’s operating results for the year 2014 by quarters

2014
Q1 Q2 Q3 Q4 Total
Sales 11,325,242 15,679,254 18,270,698 11,685,004 56,960,198
Cost of goods sold ......ccceveeeveeurerencncnee ( 9,568,050) ( 12,998,295) ( 15,188,038) ( 9,601,095) ( 47,355,478)
Gross profit 1,757,192 2,680,959 3,082,660 2,083,909 9,604,720
Other operating income .......c.cccccecueuce 89,781 134,951 88,682 184,388 497,802
Salaries and other personnel
expenses ( 947,484) ( 993,426) ( 929,634) ( 960,048) ( 3,830,592)
Sales and distribution expenses ........ ( 425,631) ( 620,146) ( 625,346) ( 464,488) ( 2,135,611)
Other operating expenses .................. ( 353,397) ( 408,805) ( 364,236) ( 341,532) ( 1,467,970)
( 1,726,512) ( 2,022,377) ( 1,919,216) ( 1,766,068) ( 7,434,173)
Profit before depreciation,
amortisation and finance items . 120,461 793,533 1,252,126 502,229 2,668,349
Depreciation and amortisation ......... ( 179,200) ( 170,513) ( 174,056) ( 223,427) ( 747,196)
Operating income ........coeeuiccuincnnee, ( 58,739) 623,020 1,078,070 278,802 1,921,153
Finance income 86,908 87,150 128,158 155,508 457,724
Finance expenses .......coevevvvecirucncnnne ( 134,537) ( 105,978) ( 117,821) ( 110,855) ( 469,191)
Effect of associates ......cceerevvevereeevnnene. 12,854 14,673 61,610 4,665 93,802
Change in fair value of shares ( 4,805) ( 12,685) 3,795 19,977 6,282
( 39,580) ( 16,840) 75,742 69,295 88,617
Profit (loss) before income tax ......... ( 98,319) 606,180 1,153,812 348,097 2,009,770
Income tax 21,074 ( 119,480) ( 218,611) ( 65,203) ( 382,220)
Profit (loss) for the period.................. ( 77,245) 486,700 935,201 282,894 1,627,550
Other comprehensive income (expenses)
Translation difference arising from
operations of a foreign associate ...... ( 8,675) ( 3,394) ( 3,621) 4,875 ( 10,815)
Total other comprehensive (expenses)
income of the period ......ccccuu.... ( 8,675) ( 3,394) ( 3,621) 4,875 ( 10,815)
Total comprehensive income (expense)
for the period ..o ( 85,920) 483,306 931,580 287,769 1,616,735
Basic and diluted earnings per
share in Icelandic krona .................. ( 0.08) 0.49 0.94 0.28 1.67
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Quarterly statement - unaudited

The company’s operating results for the year 2013 by quarters

2013
Q1 Q2 Q3 Q4 Total
Sales 12,782,866 14,941,044 17,833,219 12,565,045 58,122,174
Cost of goods sold ......ccccceeeevecucununnee ( 10,935,330) ( 12,727,014) ( 14,782,619) ( 10,549,820) ( 48,994,783)
Gross profit 1,847,536 2,214,030 3,050,600 2,015,225 9,127,391
Other operating income .......cccccceeuuee 104,192 95,558 77,326 88,911 365,987
Salaries and other
personnel expenses ..........coceeeeueee. ( 873,881) ( 1,010,178) ( 943,083) ( 961,698) (  3,788,840)
Sales and distribution expenses ........ ( 431,952) ( 549,756) ( 612,117) ( 427,364) (  2,021,189)
Other operating expenses .................. ( 367,006) ( 462,459) ( 411,460) ( 659,088) ( 1,900,013)
( 1,672,839) ( 2,022,393) ( 1,966,660) ( 2,048,150) (  7,710,042)
Profit before depreciation,
amortisation and finance items . 278,889 287,195 1,161,266 55,986 1,783,336
Depreciation and amortisation ......... ( 184,949) ( 160,091) ( 174,811) ( 196,188) ( 716,039)
Operating iNCOME ....ceuveuevcunencunnnennnne, 93,940 127,104 986,455 ( 140,202) 1,067,297
Finance income 46,505 64,200 106,887 74,513 292,105
Finance expenses ........necvcnnenene ( 191,722) ( 155,439) ( 158,046) ( 126,258) ( 631,465)
Effect of associates ......cceerevvevereeevnnene. 48,598 21,305 60,051 ( 30,453) 99,501
Change in fair value of shares ............ 43,901 30,249 38,595 44,154 156,899
( 52,718) ( 39,685) 47,487 ( 38,044) ( 82,960)
Profit (loss) before income tax ......... 41,222 87,419 1,033,942 ( 178,246) 984,337
Income tax 9,973 ( 10,001) ( 351,162) 36,926 ( 314,264)
Profit (loss) for the period.................. 51,195 77,418 682,780 ( 141,320) 670,073
Other comprehensive income (expenses)
Translation difference arising from
operations of a foreign associate ...... ( 28,700) 4,532 6,900 ( 14,899) ( 32,167)
Total other comprehensive (expenses)
income of the period .......ccceuuu..e. ( 28,700) 4,532 6,900 ( 14,899) ( 32,167)
Total comprehensive income (expense)
for the period ...cccccoceeveeveneenene 22,495 81,950 689,680 ( 156,219) 637,906
Basic and diluted earnings per
share in Icelandic krona................... 0.05 0.08 0.68 ( 0.14) 0.67
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