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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 2013

The Company’s operating revenue for the year 2013 amounted to ISK 58,488 million (2012: 60,258) and decreased by
2.9% between years. Profit before depreciation, amortisation and finance items amounted to ISK 1,783 million (2012:
2.650) and decreased by 32.7% between years. Profit before depreciation, amortisation and finance items without one-
off expense due to the Company’s listing on NASDAQ OMX Iceland and the sale of Bilanaust ehf. amounted to ISK
2,155 million. According to the income statement and statement of comprehensive income, the profit for the year
amounted to ISK 670 million (2012: 1,161) but total comprehensive income for the year 637 million (2012: 1,191). The
Company’s equity at year end amounted to ISK 15,152 million (2012: 14,514), including share capital in the nominal
value of ISK 1,000 million. Reference is made to the statement of changes in equity regarding changes of equity
during the year.

Full time equivalent units at year end was 600 in the year 2013 (2012: 663).

On 19 December 2013, the Company's share capital was listed in NASDAQ OMX Iceland. Framtakssjodur Islands and
{slandsbanki sold 28% of the Company's share capital in the tender.

The Company's Board of Directors proposes that dividend in the amount of ISK 1,650 million be paid to shareholders in
the year 2014.

Shareholders
At the end of the year the Company’s shareholdes were 5,164 compared to 63 at the beginning of the year. Following
are the Company's 20 biggest shareholders at year end.

FramtaksSjOBUN ISIANAS SINT. ...........c.oieiieeie ettt s ettt ettt et e e se e e tee e s atene e eteee e tene s 20.9%
LifeyriSSjOOUI VEIZIUNGIMEANNA .......oiiii ittt e e e e e et e e e e e s st a e e eeeessasbtbeeeaeeeeassstbaneeaeeaans 10.0%
[SIANASDANKI N, <....ecieececeeec ettt ettt ettt ettt et et et e et et e e eeeteeeeteteseea et ese et et e s et etere et ete e eeetennann 6.1%
S = Vi | 112V 7] o Yo LU PP PPEPPRRIN 6.0%
WL 0 T=T oV T 1) ST o Yo 10 L4y o S 5.0%
Sameinadi lIfEYISSJOOUINI ...t a e e e s e e e e e e e s s tber e et eeessasstbeetaaeeeassssbeaeeaeeaans 4.3%
L1 Lo T 13 =) Y 511 o o T SRS 4.0%
Sy =T oL 111377 (15153 [0 o U | PR UPRRPN 3.5%
Y OB =T i a1 =11 (g 1T T [ o PR PP U UPRTR 3.4%
SOMUNArSJOAUr HFEYFISTEIINTA ... .viiiiiiie e e e e e s e e e e e s st e e e e e e s eesabrbeeaaeeean 2.2%
L o= gL o | PRSP 2.0%
JUpiter - INNIEN NIULADIET ... et e e e e sttt e e e e e e st a e e e e e e e s sntbaneeaeeeans 1.9%
L=y = N 112 11 (o T LU | SRR 1.8%
[S1andsSJOBIr Nf, UrVal INNIENG .........viveieeieceeieeeeeeeeee ettt ettt ettt es et e s e et e st ees et e st eesareseeeeans 1.6%
[ (][0 F= 1= | =] o OO ERRT RN 1.6%
Y ST [0 1o 1 TRV =T i = Lo | T - PP ESPPPPP 1.5%
[T oo (5] o T= T (1 1o 1 o | PSP UPRRPNE 1.3%
LI Va0 [V 1= o | TP EPPR SO 1.3%
YN o] ol o= a1 o) PO PP T TSP PR 1.3%
LifeyriSSJOOUI VESIMANNAGYJA ......uvvviiiieeiiiiiiiei e e ettt e e e e st e e e s e et e et e e e e e s ssatb e et e aeeessatbeeeaaaeessansasreeaaeesan 1.1%

Share capital and Articles of Association
The Company's registered share capital at year end amounted to ISK 1,000 million. All shares are in one class and the
same rights are attached to all shares.

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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Report of the Board of Directors and the CEO, Contd.:

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.

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 2013, its assets, liabilities and financial position as at 31 December 2013,
and changes in cash and cash equivalents during the year 2013.

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
2013 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, 26 February 2014
The Board of Directors of N1 hf.

Margrét Gudmundsd®ttir
Chairman of the Board

Helgi Magnisson Kristin Gudmundsdattir

Hreinn Jakobsson Kristinn Palmason

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 2013, which comprise the income
statement and statement of comprehensive income, balance sheet, statement of changes in equity, cash flow
statement, information about significant accounting policies and other 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 for 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 consists in the opinion that we express 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 2013, its financial
position as at 31 December 2013 and change in cash flows for the year 2013 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 article 106, paragraph 1, item 5 of the Financial Statements Act no. 3/2006, we confirm that, to the best of
our knowledge, the Report of the Board of Directors accompanying these financial statements includes the information
required by the Financial Statements Act to be disclosed in that Report and not disclosed in the notes to the financial
statements.

Kopavogur 26 February 2014

Ernst & Young ehf.

Johann Unnsteinsson
State Authorised Public Accountant
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Income Statement and Statement of Comprehensive
Income for the Year 2013

Notes 2013 2012
SAIES .ttt 8 58,122,174 60,060,785
Cost 0f gOOAS SOI ......coiiiiiiiiic i (  48,994,783) (  50,287,017)
GrOSS PrOfit oo e 9 9,127,391 9,773,768
Other operating INCOME ..........eiiiiiiiiite e ee e e 365,987 197,492
Salaries and other personnel expenses 10 ( 3,788,840) ( 4,056,706)
Sales and distribution expenses 12 ( 2,021,189) ( 1,841,658)
Other operating expenses ................ 13 ( 1,900,013) ( 1,422,669)
( 7,710,042) ( 7,321,033)
Profit before depreciation, amortisation and finance items .................. 1,783,336 2,650,227
Depreciation and amortiSation ... 14 ( 716,039) ( 941,413)
OPErating INCOME ......uiiiiiii et e e e e e e e e e e e e e anneaeeeas 1,067,297 1,708,814
FINANCE INCOME ..iuiiiiiiiiiiiiiiiiiii s 15 292,105 277,628
FIiNanCce XPENSES .........ccoiiiiiiiiiii e 15 ( 631,465) ( 713,482)
Effect 0f aSSOCIAteS .....cccoeeiie e, 20 99,501 74,849
Change in fair value of shares ... 21 156,899 48,642
( 82,960) ( 312,363)
Profit before iNCoOmMe tax ....ccccccvvviiiiiiiiiiiiiiiiiiieeeeeeee s 984,337 1,396,451
[aTeTo] 1 1= = O TSRO TS PTPPRI 16 ( 314,264) ( 235,591)
Profit fOr the Year ... e 670,073 1,160,860
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 ..............ccccooviiiiiiivii i ( 32,167) 29,824
Total other comprehensive (expenses) income for the year .................. ( 32,167) 29,824
Total comprehensive income for the year ........cccccvvvvviviiiiiiiiiiiiiiiiiiiiiennns 637,906 1,190,684
Basic and diluted earnings per share in Icelandic krona .............cccccccoeone. 17 0.67 1.16

Notes on pages 10 to 32 are an integral part of these financial statements.
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Balance Sheet 31 December 2013

Notes 2013 2012

Assets
Intangible assets ...........ccccceeeiiiinieen. 18 400,285 460,484
Property, plant and equipment 19 9,720,947 10,589,982
Shares in associates ..........ccoeeevvvunreenn. 20 1,377,860 1,310,526
Shares in other companies ..................... 21 286,422 131,549
Deferred tax asset . 22 0 227,426
2T o £ 20,495 77,889
11,806,009 12,797,856
[\ VZ=T 0] (o] 4= TSR 23 4,317,801 5,955,441
Trade r€CEIVADIES ......c.coeeeeiieee et e e 24 3,150,385 4,208,932
Receivables from related parties ..o 47,557 23,290
Property, plant and equipment classified as held for sale ............cccccocveeen. 19 948,142 0
Other short-term receivabIles .........ccoooiiiiiiiiiii et 25 509,073 2,275,553
Cash and cash equIValeNtS ...........cooiiiiiiiiii e 6,019,414 2,507,505
Current assets 14,992,372 14,970,721
Total assets 26,798,381 27,768,577

Equity
Share Capital ........eueiieiee e 26 1,000,000 1,000,000
Share PremMIUM ...t e e e ee s 11,865,427 11,865,427
STALULOTY FESEIVE ..eeiiiiiii ettt 250,000 0
REVAIUALION FESEIVE ...evviiieieeeeeee ettt e e e e e e e eaeaes 413,237 443,752
Translation differenCe .........coccviiiiie i ( 29,135) 3,031
Retained €arNINGS .......ocveiiiiiee e e e e e e et eaa e e anees 1,652,313 1,201,725
Total equity 15,151,842 14,513,935

Liabilities

Payable to credit INSHIULIONS ..........ooiiiiiiii e 27 6,580,000 7,253,333
Deferred tax liability ............ooo e 22 45,439 0
Prepaid INCOME .....oooiiee et e 241,689 295,200
Non-current liabilities 6,867,128 7,548,533
INCOME taX PAYADIE .....eeeiiiiii e 41,399 220,332
Payable to the Icelandic State ..o 28 2,413,362 2,588,252
Payable to credit INSHIULIONS ..........ooiiiiiiiie e 27 350,000 566,667
Trade PayabIES ........eeiiiieeii e 1,187,579 910,374
Payable to related PArties .........coooi i 134,449 47,224
Prepaid INCOME .....oooiieee e e 29 235,676 243,407
Other short-term liabilitieS .........coooeiiiiiiiiiiie e 30 416,946 1,129,853
Current liabilities 4,779,411 5,706,109
Total liabilities 11,646,539 13,254,642
Total equity and liabilities 26,798,381 27,768,577

Notes on pages 10 to 32 are an integral part of these financial statements.
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Statement of Changes in Equity for the Year 2013

Share Statutory Revaluation Translation Retained Total
Share capital premium reserve reserve difference earnings equity

Year 2012
Equity as at 1 January 2012 .........ccceeveeviieiieecee e 1,000,000 11,865,427 0 484,617 ( 26,792) 0 13,323,252
Total comprehensive income for the year ...........cccccovceveennen. 29,824 1,160,860 1,190,684
Dissolution of revaluation reserve 0
Of @N ASSOCIALE ...eoveiiiiieiec e ( 40,865) 40,865 0
Equity as at 31 December 2012 ........cccceevvevieeveecie e 1,000,000 11,865,427 0 443,752 3,032 1,201,725 14,513,936

Year 2013
Equity as at 1 January 2013 .........cccceviveieenieenineieens 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 .........cccccvcvvrvenienee. 250,000 ( 250,000) 0

Dissolution of revaluation reserve

Of N ASSOCIALE .......ocvviiiieiierceee e ( 30,515) 30,515 0
Equity as at 31 December 2013 ........cccoevvevivenernnnnne 1,000,000 11,865,427 250,000 413,237 ( 29,135) 1,652,313 15,151,842

Notes on pages 10 to 32 are an integral part of these financial statements.
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Statement of Cash Flows for the Year 2013

Notes 2013 2012
Cash flows from operating activities
Profit before depreciation, amortisation and finance items ....................... 1,783,336 2,650,227
Operating items not affecting cash flows:
Gain on sale of property, plant and equipment .............cocccvieveeeiininnns ( 8,082) ( 73,988)
Prepaid iNCOME ...t ( 30,211) ( 433)
1,745,043 2,575,806
Changes in operating assets and liabilities:
Inventories, decrease (INCrease) .........ccccvvvveeeeeeiccivvneeneennn. 1,456,596 ( 25,823)
Trade and other short-term receivables, decrease 1,477,767 145,282
Trade and other short-term payables, decrease ( 172,185) ( 212,462)
Changes in operating assets and liabilities 2,762,178 ( 93,003)
INtEreSt INCOME FECEIVEM .....ccvviiiiiie e e e 279,494 144,729
Interest expense paid on short-term liabilities ( 23,704) ( 87,376)
INCOME tAX PAIA ....veeeiieee ettt e e e s ee s ( 220,332) 0
Cash flows from operating activities 4,542,679 2,540,156
Cash flows from investing activities
Purchase of property, plant and equipment ..........c.cccooiiiinieeiiiiiieeneennn. ( 1,474,536) ( 1,160,465)
Sale of property, plant and equUIPMENt ...........cccocviiiieiiee i 1,951,670 105,158
Purchase of shares in other Companies ...........occuveeeiiiiiiiiiiiiee e ( 3,656) 0
Sale of shares in other COMPANIES ..........cccuvvieiieiiiiii e 5,683 8,423
DIVIAENAS FTECERIVEM ....ceeniiiee ittt e e e et e e aae s 20 11,726 1,997
Investing activities 490,887 ( 1,044,887)
Cash flows from financing activities
New long term loans from credit inStitutions ............cccccceeeiviiiiinee e, 7,000,000 0
Repayment of long-term [0aNnS ... ( 7,890,000) ( 566,667)
Interest expense paid on long term [0ans ...........ccoooccviiiee e ( 631,657) ( 612,393)
Financing activities ( 1,521,657) ( 1,179,060)
Net increase in cash and cash equivalents...........cccooooiiiiiiine, 3,511,909 316,209
Cash and cash equivalents at the beginning of the year...................... 2,507,505 2,191,296
Cash and cash equivalents at the end of theyear ..........ccccccoeviiiiie. 6,019,414 2,507,505
Investing and financing activities not affecting cash flows
Purchase of operating asSets ........ccccvveiieeiiiiiiiiii e 0 ( 380,000)
Sale of Operating ASSELS ......cuueiiiiieii e 0 1,588,000
Other short-term receivables ... 0 ( 1,588,000)
Other short-term liabilities ..........covvvviviiiiiiiiiieeeeee e 0 380,000

Notes on pages 10 to 32 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

a. 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 the N1 hf. were approved by the Board of Directors on 26 February 2014.

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.

Cc. 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.f.(iv) regarding classification of leases, note 23 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. Change in presentation of the balance sheet
Presentation of obligations due to customer points and prepaid cards has been changed from the previous year.
Customer points are now recognised as part of prepaid income among short term liabilities in the balance sheet,
but were previously recognised among other short term liabilities in the balance sheet. The obligation due to
prepaid cards is now classified as part of prepaid income among short term liabilities but was previously
recognised among other short term liabilities in the balance sheet. Prepaid income due to Klettagardar was
previously recognised among other liabilities but is now recognised as part of prepaid income.
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Notes, contd.:

3. Significant accounting policies, contd.:

b. 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.

c. 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.

(i) 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.

d. 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 as 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.
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Notes, contd.:

3. Significant accounting policies, contd.:
d. Financial instruments, contd.:
(i) Financial assets and financial liabilities, contd.:

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.

(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.

e. Intangible assets

(i) 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.

(i) Software
Capitalised software licenses are recognised at cost less accumulated depreciation. Software is amortised on a
straight line basis over 10 years.

f. 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.

(i) 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.
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Notes, contd.:

3. Significant accounting policies, contd.:

f. Property, plant and equipment, contd.:

(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:

Real estates..........ccccceeveeenenn. 33 years
Signs and tanks 10 - 20 years
Machines, tools, equipment and VENICIES. .............ooiiiiiiii e s 5-15 years
FUIMISNINGS. . ettt e et e e e b bt e e s a b et e e et bt e e e sbn e e e snbeeeesbbeee s 6 - 7 years

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

(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.

g. 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.

h. 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.
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3. Significant accounting policies, contd.:

i. 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.

j- 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.

k. 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.

(i) 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.

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.
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m. 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.f.(iv).

n. 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.

0. 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.

p. 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.

q. New standards and interpretations not yet effective
A few new standards and amendments to standards entered into effect on 1 January 2013 but did not have
significant effect on the Company's financial statements. A few new standards and amendments to standards
that have been adopted by the EU are effective for annual periods beginning on or after 1 January 2014, and
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.
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4.  Determination of fair values, contd.:

(i) Shares in 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.

(i) 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.

(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 2013 Other
Designated Loans and financial Carrying
at fair value receivables liabilities amount
Assets:
Cash and cash equivalents.............cccocvvveeeeeiiiciinneennn. 6,019,414 6,019,414
Trade receivables........cooooovvviieiiiieeeeeee e 3,150,385 3,150,385
Receivables from related parties..........ccccccceevvvnnennnn. 47 557 47,557
Other short-term receivables.............ccccccveeeeeeiiiiennnnnn. 509,073 509,073
BONAS....oiiiiiiiiiiiee e 20,495 20,495
Shares in other companies...........occveeeveeeiiiciiieeneeen 286,422 286,422
306,917 9,726,429 10,033,346
Liabilities:
Payable to credit inStitUtioNS............cccoeeviiiiiiieneeere 6,930,000 6,930,000
Payable to the Icelandic State..........cccccceveeeiiiiinnennnn. 2,413,362 2,413,362
Trade payables.........coooiiiiiiiiieee e 1,187,579 1,187,579
Payable to related parties..........ccccceeeeeivciiieiiee e 134,449 134,449
Other short-term liabilities...........ccoooviiiiiiiiee e, 416,946 416,946

11,082,336 11,082,336
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5. Financial assets and financial liabilities, contd.:

31 December 2012 Other
Designated Loans and financial Carrying
at fair value receivables liabilities amount
Assets:
Cash and cash equivalents...........c.occuvieeeieeniiiiiieen.n. 2,507,505 2,507,505
Trade receivables. ... 4,208,932 4,208,932
Receivables from related parties...........cccocccveeeeeennne. 23,290 23,290
Other short-term receivables.............cccccceeeeviiiiiiiinnnnn. 2,275,553 2,275,553
BONAS....cceeeeee s 77,889 77,889
Shares in other companies............cccvvveveeeiiiciiiieeneen. 131,549 131,549
209,438 9,015,280 9,224,718
Liabilities:
Payable to credit institutions...........cccccooevvviiieee e 7,820,000 7,820,000
Payable to the Icelandic State..........ccccccooiiiiiiiienennnn. 2,588,252 2,588,252
Trade payables........ccccoviiiiiiei e 910,374 910,374
Payable to related parties..........ccccceeeeiiiiiiieenieeieis 47,224 47,224
Other short-term liabilitieS...........cooovvvveiiiiiiiiiiiiee e 1,129,853 1,129,853

12,495,703 12,495,703

6. Financial risk management
Overview
The following risks arise from the Company's financial instruments.
* Credit risk
* 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. The Company’s risk management policy was approved by the Board of Directors on 27 February
2013.

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 35% (2012: 43%) 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% (2012: 19%).

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.
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6. Financial risk management, contd.:
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 2013. 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 15 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 3.9 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 agreements with
its largest customers.

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 59% (2012: 59%), USD 40%
(2012: 40%) and other currencies 1% (2012: 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 1.1% at
year end 2013 (2012: 1.0%).

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.
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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. Net sales 2013 2012
[T <Y T 46,755,706 48,060,371
(01 1= o o oo - PP UPRPRTN 11,366,468 12,000,414
TOAI NEE SAIES ..vvvvviviriiiiiiiiiiitititrrttrrrereesrarererererererersrsrsssrsrsssssrsrsssrsrsssrsrsssrsrsrsrsrsrnrens 58,122,174 60,060,785

Sale to one customer was in excess of 10.0% of the companies total sale for the year 2013 or 23.5% (2012:
20.3%).

9. Gross profit
Fuel ..o 4,973,098 5,154,629

Other goods .............. 4,154,293 4,619,139
Total gross profit 9,127,391 9,773,768

10. Salaries and other personnel expenses

ST 1 1= OSSPSR 3,076,934 3,328,218
Contributions t0 PENSION FUNAS ......ccooiiiiiiiiee e 287,294 303,290
Other salary related EXPENSES .....coouieiiiiie et e e e 309,311 310,618
Other PersoNNEl EXPENSES .....ccccuuiiiiiiee et ee et e s e e e e s e e e e e e e s e anneaes 115,301 114,580
Total salaries and other personnel EXPENSES ........ooiiiiuiiieiiiai i 3,788,840 4,056,706
Number of employees in full time equivalent UNItS ............cccccciiiiiiiiee e 600 663
Full time equivalent units at year €Nnd ...........cveeiieeiiiiiiiiiiee e 489 559

Change in full time equivalent units is mainly explained by the sale of Bilanaust ehf., see note 36.

11. Fees to the Company’s auditors

Audit of the financial StatEMENTS ..........vviiiiiiiiie e 10,528 13,973
Audit of the interim financial StAtEMENT ...........ccoovveiiiiiiiiee e ee s 9,296 0
Review of interim financial Statements ...........ccciviiii i 0 2,477
(O] ([T EEY=] AV (o1 3,510 510
BI0]t= U (=TT (o I U Lo 1] (o] £ PP URPR P 23,334 16,960

12. Sales and distribution expenses

DiStriDULION EXPENSES ..ot e e e a e e 1,391,031 1,312,263
MAIKETING EXPENSES ...ceiiiiiiiitieii ettt e e ettt e e e e e ettt e e e e s e aae e e e e e e e aannnnneeaaaean 350,489 264,804
MaINTENANCE EXPENSES ...vvviiieeeiiiiiiiiiee e e e e et e e e e e e s s et e e e e e s sassstbaeteaeesasstbaeeeaeeesannees 279,669 264,591
Total sales and diStribution EXPENSES .......coiiiiiiiiiiiee e 2,021,189 1,841,658
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13. Other operating expenses 2013 2012
Office and admMiNiIStrative EXPENSES ......ccouiiiiiuiiiiiiee et a e e e e eeeieee e e e 520,562 270,682
Operations Of PrEMISES .....uuviiiiii it e e e e e e e e st aeeeaeeeaaas 413,230 397,613
Obligation due to voluntary registration of real estates ...........ccccccceeeiiiiiiiiiiieeeennes 0 ( 73,988)
LBASE EXPEINSES ..eeiiiiiiiiiiiiiiiiieitetteeeeeteeeeteeeeeeeeeeeeeeeeeee ettt te et ettt ittt ettt ettt et e ttreterttarenerarae 251,922 230,644
Computer hardware and SOftWAIE .........cooooiiiiiiiiiiie e 255,320 210,711
Write-off and impairment of trade receivables (see note 31) .........cccccvveeveeeieiininenn. 25,636 66,575
OLEr EXPENSES ... .eieiiiiieee ettt ettt e e e e e et e e e e e e e et b e et e e e e e e antbeeeeaaeesaanenneeeaens 433,343 320,432
Total other Operating EXPENSES .....cccviiiiiie et e e e e e s sebrre e e e e n 1,900,013 1,422,669

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.

14. Amortisation and depreciation 2013 2012
Amortisation of intangible aSSets ... 60,199 60,199
Depreciation of property, plant and equUIPMENt ..........ccccvvviieeeiiiiiiieiee e 655,840 881,214
Total amortisation and deprecCiation ... 716,039 941,413

15. Finance income and finance expenses 2013 2012

Finance income is specified as follows:

Interest income 0N bank @CCOUNLS ........cciiiiiiiiiiii et a e 198,038 58,653
Interest income and fair value changes on bonds ...........ccccoiiiiiiiie i 7,786 12,066
Interest iINCOMe 0N rECEIVADIES .......c.ooiiiiiiiiii e 71,973 76,279
CUrrenCy eXChaNQE QAIN ......ueeiiii i e e e e eeaa e 2,582 128,631
D1V o [=T o To I TaToto] o 1= SO PPPOPPPPPRPN 11,726 1,999
Total fINANCE INCOME ... et e et e e e e e e e e e s aae e e eeaaeees 292,105 277,628

Finance expenses are specified as follows:

Interest expenses and inflation iINAeXation ... 631,465 713,482
Total fiNANCE EXPENSES ....ccoiieiiiiiie et e e e e s e e e e e e s seaaraeeeeas 631,465 713,482
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16. Income tax

Income tax in the income statements is specified as follows: 2013 2012
INncome tax PAYADIE ......ccccoiiiiiiiiiiee e 41,399 220,332
Deferred iINCOME TAX .......iiiiiiiiiiie et e e e e e 272,865 15,259

314,264 235,591

Effective income tax is specified as follows:

Profit before iNCOME tax .........covviiiiiiiiiee e 984,337 1,396,451
Income tax based on current tax rate ...........cceeeevunnnn. 20.0% 196,867 20.0% 279,290
Non-deductible eXpenses ..........ccccvevveeeiiiiciiiiiieee e, 0.4% 3,901 0.1% 1,888
Non-taxable INCOME ... ( 55%) ( 53,725) ( 1.8%) ( 25,233)
Items not recognised

in the income statement ..............cc.cccvveeen.n. 0.3% 2,823 ( 15%) ( 20,254)
Corrections of tax due to previous years 16.6% 163,777
Other changes ... 0.1% 621 ( 0.0%) ( 100)
Effective income tax rate .........cococeeeviieeeiiiiee i 31.9% 314,264 16.9% 235,591

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 2013 2012
Profit fOr the YEAI......ii i 670,073 1,160,860
SNAIE CAPITAL ...eiieeie et e e 1,000,000 1,000,000
Basic earnings and diluted earnings per share in ISK...........ccccccveeeiiiiiiiienee e, 0.67 1.16

18. Intangible assets
Intangible assets and amortisation is specified as follows:

Software Trademarks Total
Total value
Total value 1.1.2012 ..., 486,563 230,850 717,413
Total value 31.12.2012 .....cooeeieieieieeeeee e, 486,563 230,850 717,413
Total value 31.12.2013 ..o 486,563 230,850 717,413
Amortisation
AMOrtisation 1.1.2012 ......uiiiiiiiiiiiiiiiiieieee e 150,560 46,170 196,730
Amortisation for the Year ... 48,657 11,542 60,199
Total amortisation 31.12.2012 .........covvvieeeeeeieieiieee e 199,217 57,712 256,929
Amortisation of the Year .........cccccoeciiiiii i 48,657 11,542 60,199
Total amortisation 31.12.2013 ........ocovvieiiieeieeeieee e 247,874 69,254 317,128
Carrying amount
Carrying amount 1.1.2012 ........ccceeiiiiieniiiee e 336,003 184,680 520,683
Carrying amount 31.12.2012 ........ccuuiiieieeeieiiiee e 287,346 173,138 460,484
Carrying amount 31.12.2013 ........cooiiiieiiiiee e 238,689 161,596 400,285
AMOItISAtION TAES ....cevvvviiii et e e e 10% 5%
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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 1.1.2012 ....ceeiiiiiieeiiiiee e 11,880,365 3,856,337 15,736,702
Additions during the Year ...t 1,127,872 412,592 1,540,464
Corrected total value due to previous Years .......c.ccccecvvvveveeeseiinnns 0 49,489 49,489
Sold and disposed of during the year ..........cccccooiieiiiiiiiiiiiinee e ( 1,200,467) ( 136,238) ( 1,336,705)
Total value 31.12.2012 .....coocueiiiiiiiie e 11,807,770 4,182,180 15,989,950
Additions during the Year ...........cccci it 305,913 788,624 1,094,537
Sold and disposed of during the year ..........ccccccvvvieiiiiiiciiiiee e (  401,037) ( 555,269) ( 956,306)
Reclassified as held for sale ..o, ( 1,034,743) 0 ( 1,034,743)
Total value 31.12.2013 .....cooiiiieiiiiie it 10,677,903 4,415,535 15,093,438
Depreciation
Depreciated 1.1.2012 ......oooiiiiieeiiieeeeeiee e ceee et 2,495,872 2,126,324 4,622,196
Depreciation for the Year ........cccccee e 502,306 378,908 881,214
Corrected depreciation due to previous years .........cccccceeeeeevveeeennn. 0 49,489 49,489
Sold during the YEar ......c.vvviiiie e ( 24,423) ( 128,508) ( 152,931)
Total depreciation 31.12.2012 ........coeviiiieeiieeeeeiiee e 2,973,755 2,426,213 5,399,968
Depreciation for the Year ........ccccceeeeiiiciiiiiee e 313,521 342,319 655,840
Sold and disposed of during the year ..........cccccoiiiiiiiiiiiiiiee e ( 168,534) (  428,182) ( 596,716)
Reclassified as held for sale ..........ccccceeiiiiiiiieic e, ( 86,601) 0 ( 86,601)
Total depreciation 31.12.2013 ........coeiiiiieeiieee e 3,032,141 2,340,350 5,372,491
Carrying amount
Carrying amount 1.1.2012 ......coooeiiiiiiiiiee e eiiiiieeeee e e e e s 9,384,493 1,730,013 11,114,506
Carrying amount 31.12.2012 .......ccooiiiveiiiiee e 8,834,015 1,755,967 10,589,982
Carrying amount 31.12.2013 ........occiiiiieeeeieiiieee e 7,645,762 2,075,185 9,720,947
Depreciation rates .........oiieeeiiiie et 3-10% 6-20%

In December 2012, the Company sold its real estate at Klettagardar 13 and the sales profit amounted to ISK 303
million, taken into account the Company's obligation of renovating the building. Parallel to the sale, the Company
rented the real estate back for a term of 10 years with the priority right to purchase the property again after 5
years or at the end of the rental period at a projected sales price. The rental agreement is classified as operating
lease agreement. As the sales value was in excess of the fair value of the property the difference between the
sales value and the fair value is distributed linearly over the rental period of the property. Deferred sales profit at
the end of the period is recognised as liability among prepaid income in the amount of ISK 242 million (year end
2012: ISK 295 million) among non-current liabilities and ISK 30 million (year end 2012: ISK 33 million) among
current liabilities.

In November 2013, the Company accepted a purchase offer on the Company's real estate at Bildshofdi 9,
Reykjavik. The sale of the property is estimated to be finalized in the first half of the year 2014. The real estate is
at year end 2013 classified as a real estate held for sale among current assets in the balance sheet and
depreciation has ceased. The carrying amount of the property was not written down on the date of revaluation
as the sales price according to the purchase offer is higher than the carrying amount.
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19. Property, plant and equipment, contd.:
Insurances and valuation of assets
Insurance value and value for taxation of property, plant and equipment is specified as follows at year end:

2013 2012
Value for taxation Of real ESTALES .......ocuuiiiiii e e e 5,154,676 5,187,446
Value for fire insurance of real EStAteS ..........uuuuiviuiuririiiiiiiii ... 8,644,856 8,775,137
Insurance value of tools, equipment and furnishings ...........ccccccvvveee e, 2,054,191 2,394,138
INSUrance Value Of INVENTOTIES ......cuuniiiiii et e e et e e e e e e st e e e e e e 2,101,945 3,300,665

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 15,290 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 2013 Share value amount
Oliudreifing Ehf. ... 60.0% 249,000 941,703
Malik Supply A/S, Denmark * ..........cccovieeeiiiiiiiiieee e e 49.0% 24,021 399,111
EAK BNF e 33.3% 6,000 20,062
Shares in four aSSOCIALES ........ccoviviiiiiiee i - 1,340 16,984
Total shares in asSOCIAtES At YEAI ENT ........coiiiii i e e e e e e e bae e e e e e e e anees 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 YEaAr ... 1,310,526
Y F-T (=N o il o] o) {1 APPSR 99,501
Translation AIffEFENCE ...ttt e e e e e ettt e e e e e e s antbeeeeeaeeeanees ( 32,167)
Carrying amouUNt Gt YEAI ©NA .......ooiiiiiieiiiiie ittt ettt e et s bt e e eee s 1,377,860
Total ASSELS Of ASSOCIALES .....uuuuuuiiii s 5,704,692
Total liabilitieS Of ASSOCIALES ......evvvviiiiiiiiiiiiiiiiiiieeeeeee et eeee e eerereereerrrereeereterrrrrrertrrrrrtrrrrerrrrrrrrrreerees 3,166,419
TOtal FEVENUE Of ASSOCIALES ...vvvvvvvivrererererererererererrrerererererererererererererererererrrsrsrerererrrrrrrr.r.r.... 18,449,400
Total eXPENSES Of ASSOCIALES ........ueeeiiiiie ettt e ettt e e e e e e ettt e e e e e s e ntbeeeeaaeesaannaeneeaaaean 18,263,269
Total Profit Of ASSOCIALES .....iiiiiiiiiiii e e e e e e e e st e e e e e e s sestbaaeeaeeessnnes 186,131
Total share of profit Of @SSOCIALES .......ccoiiiiiiiiic e a e e e s 99,501

Financial Statements of N1 hf. 2013 23 Amounts are in ISK thousand



Notes, contd.:

20. Shares in associates, contd.: Nominal Carrying
Year 2012 Share value amount
Oliudreifing ENf. ... 60.0% 249,000 861,696
Malik Supply A/S, Denmark * ..........cccovieeeeiiiiiiiiee e 49.0% 24,021 416,581
EAK BNI. e 33.3% 6,000 17,274
Shares in four aSSOCIALES .......ccoovvviviiiiee e - 1,340 14,975
Total shares in asSOCIAtES At YEAI ENT ........coiiiii i e et e e e e e e rae e e e e e e e anees 1,310,526

*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 YEaAr ... 1,205,853
Y E-T (N0 il o] o) {1 AP SSRRR 74,849
R e o 0] g o L1 (=T (=] o1 TR 29,824
Carrying amouUNt Gt YEAI ©NA .......ooiiiiiieiiiiie ittt a e e et ee s 1,310,526
TOtal ASSELS Of ASSOCIALES ....uuuuuuruuuiiiiiiiiiii it sasanannsnnnnnsnnnnnnnsnnnnnnnnnnn 5,956,249
Total liabilitieS Of ASSOCIALES .......vvviiiiiiiiiiiiiiiiiiieieee ettt e et e e e e e ee e e e e e eereeeeereeeteerreeeeererererereeraerees 3,850,521
TOtal rEVENUE Of ASSOCIALES .....vvviviiiiieiiiiieieiereierererereserererererereresererererarerereeerererererererererererererererr 3,495,748
Total EXPENSES Of ASSOCIALES .....cuviviiiiiie ettt e et e e e e st e e e e e s st areeeeeessantbraeeaaeenan 3,370,896
Total profit (I0SS) Of ASSOCIAES .....ccciiriiiiieii et e e s 124,852
Total share of profit and 10SS Of ASSOCIALES .......coeiiiiiiiiiiiiei e 74,849

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.

21. Shares in other companies
Shares in other companies are specified as follows:

Nominal Carrying
Year 2013 Share value amount
Icelandair Group hf. ... 0.3% 15,526 282,580
Shares in 13 other companies .........cccccooiiiiiiiiee i 3,842
Total shares in other companies at YEAr €N ..........ocueiiiiiiiiiiiiee e 286,422
Year 2012
Icelandair Group hf. ... 0.3% 15,526 127,627
Shares in 13 other cCompanies .........cccccooiiiiiiiiiee e - - 3,922
Total shares in other companies at YEAr €N ..........ocuueiiiiiiiiiiiiee e 131,549

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. Shares in
Icelandair Group hf. and Tryggingamidstddin hf. are listed on the NASDAQ OMX Iceland and their fair value at
year end is based on their quoted market price. The fair value of shares in other companies is determined by
using valuation models which are based on the carrying amount of the share of the companies' equity.
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22. Deferred tax asset (liability)
Deferred tax asset (liability) is specified as follows by individual items:

2013 2012
Asset
Property, plant and @QUIPMENT..........coiiiiiiiiiriee e 0 193,438
Trade and other reCEIVADIES. ..........coiiiiiiieee e 40,284 8,302
Deferred gain 0N SAIE.........ooi i 3,574 101,790
(@)1 LT 1 (T 10 N 0 15,712
43,858 319,242
Liability
Property, plant and @QUIPMENT..........coiiiiiiiieee e 4,756 0
INEANGIDIE @SSEIS. ... uiiiiiiii e 69,983 60,861
Unrealised currency exchange difference.............oooviioiiiiiiiii e 14,558 30,955
89,297 91,816
Deferred tax asset (llability)...........eeiiiiiiiiii e ( 45,439) 227,426
23. Inventories
Inventories at year end are specified as follows: 2013 2012
FUBL. et e et a e e e e e e e e e raaaaaaaeaas 2,820,532 3,654,720
(01 1=T gfo o To o KOO ROPPPPRN 1,497,269 2,300,721
01 = T 01 V/=T (0] =TT TSR 4,317,801 5,955,441

In the year 2013, decrease in the write-down of other goods amounted to ISK 147 million but in the year 2012 the
write-down was increased by ISK 205 million. The change is mainly explained by sale of inventories to Bilanaust
ehf. See note 36. The income was recognised among cost of goods sold. At year end, write-down of other goods
amounted to ISK 191 million (2012: ISK 338 million).

24. Trade receivables

Trade receivables are specified as follows at year end: 2013 2012
Nominal value of trade receivables................ooiiiiiiii e 3,309,542 4,403,466
BONUS. ... 85,474 71,892
Allowance for IMPAIMMENT.........c.oviiiiieee e (244,631) (266,426)
Carrying amount of trade receivables.............oocuiiiiiie i 3,150,385 4,208,932

Note 31 includes further information on impairment (write down) of trade receivables.

25 Other short-term receivables

Other short-term receivables at year end are specified as follows: 2013 2012
Prepaid EXPENSES. .. .. ettt e e e e e e e e e e e e e e nneaeeeas 74,017 264,699
VAT refund and other receivables from the Icelandic State..............cccceeeeeeeiiviinnnnnn.. 364,040 314,964
Unrealised sales price Of real @StatesS. ......cooii i 0 1,588,000
Other Short-term reCeIVADIES. .........ooiiieee e 71,016 107,890
Total other short-term reCeIVADIES...........cuvueiiiiieieeeee e 509,073 2,275,553
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26 Equity
(i) Share capital
The Company's total share capital according to its Articles of Association amounts to ISK 1,000 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.

(iif) 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.

(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 in excess 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 2013, the Company's equity ratio
was 56.6%

27. Payable to credit institutions
Interest bearing liabilities are specified as follows at year end:

2013 2012

Interest rate Carrying Interest rate Carrying

amount amount
Non-indexed loan in ISK on floating interests............. 7.00% 6,930,000 8.50% 7,820,000
CUITENE MALUMTIES . ...eee et (350,000) (566,667)
Total long-term liabilities. ... m m
Maturities are specified as follows over the next years: 2013 2012
YA 2013ttt ettt bbbt nab e are e s - 566,667
YA 20L4.....ee ettt bbbttt b 350,000 566,667
YA 2015ttt bbb bbb re e as 350,000 566,667
YA 2016tttk ettt bbbt b e bbb re e s 350,000 566,667
Y AT 2017 ..ttt ettt ettt are e s 350,000 566,667
YEAI 2018ttt 350,000 566,667
(] S T T PSP TP U P PUPOTRTPURPOTRIN 5,180,000 4,420,000

6,930,000 7,820,000
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28. Payable to the State
Payable to the 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: 2013 2012
POINES PrOGraMIME. .. .uiiiiiii it e e et e e e e s et e e e e e e e easnebaees 164,858 169,495
Prepaid CArAS. ... . oo ettt e e e e e e e e e e e e e e e anneeee 39,200 33,572
KIBTLAGAIOAT 13- . eeiiieeiiiiiriii e e e e ettt e e e e e e ettt e e e e e e st e e e e e e e essntbaeeeaeeessstbaeeeaeeesannees 30,211 33,052
Other Prepaid INCOMIB. ... et e e e et e e e e e s senaneeeeaaa e s 1,407 7,288
Total Prepaid INCOME........icii et e e e e e e s e r e e e e e e e snebeees 235,676 243,407

30. Other short-term liabilities

Other short term liabilities are specified as follows at year end: 2013 2012
Unpaid salaries and salary related eXpenses.........coccvveiireeeeiiieieinieee e 122,812 177,510
PN ol (U T=To IVE=Tor= 11 o] o RO 214,033 239,338
UNPaid ACCTUEH INTETESTS. ......viieeiiiiie e e e 79,503 103,398
Provision to development in Klettagardar...........cccuvvieeeeiiiiiiiiiee e 0 180,698
Unpaid due to purchase of property, plant and equipment............cccccoveveeineeennne. 0 380,000
Other short term HabilitieS...........ouuuviiiiiii e 598 48,909
Total other short-term labilities...........covviiiiii e 416,946 1,129,853

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:

2013 2012
12 0] 0o LSRR PPRRRTRPON 20,495 77,889
Trade rECEIVADIES. ...t e e e e e e e e ns 3,150,385 4,208,932
Receivables from related Parties....... ..o 47,557 23,290
Other short-term receivabIes........... ... 435,055 2,010,854
Cash and cash QUIVAIENTS. .........coiiiiiiiii e 6,019,414 2,507,505

9,672,906 8,828,470

Approximately 35% (2012: 43%) of balances of trade receivables are with the 30 largest customers of the
Company. Thereof the largest trade receivable was 4% (2012: 19%).
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31. Financial instruments, contd.:
Age analysis of trade receivables and impairment loss
The age of trade receivables at year end is specified as follows:

Nominal Carrying
Year 2013 value Write-down amount
N0} o 11 ST 2,454,727 ( 50,052) 2,404,675
Past due by 30 days O I€SS........c.cvviiieeiiiiiiiiiee e 543,550 ( 39,144) 504,406
Past due by 31 - 120 dayS.......cceeirrreerrrriienreee e 215,385 ( 26,646) 188,739
Past due by more than 120 daysS..........cccccveviieeieiiiiiiiiee e 181,354 ( 128,789) 52,565

3,395,016 (  244,631) 3,150,385
Year 2012
N0} o 11 SRR 3,600,120 ( 53,064) 3,547,056
Past due by 30 days O I€SS........c.uvviiiieiiiiiiiiiee e 463,100 ( 20,956) 442 144
Past due by 31 - 120 dayS.......cccceirrrieiiiriiereee e 215,363 ( 67,530) 147,833
Past due by more than 120 daysS..........cccccvveeiieeieiiiiiiiiee e 196,775 ( 124,876) 71,899

4,475,358 (  266,426) 4,208,932
Impairment on trade receivables is specified as follows: 2013 2012
Balance at the beginning of the year...........ccccccceeiiiviiiic e, 266,426 277,127
Receivables written-off during the year ( 47,431) ( 77,276)
Expensed impairment during the year.............ccccvivieeiiiiciiinee e, 25,636 66,575

Balance at year €Nd...........cccveiiiiieiiiie e 244,631 266,426

The Company's trade receivables are specified as follows at year end by clients:

Carrying

Nominal Specific General amount

Year 2013 value write-down write-down at year end
Fishing iNAUSTIY........oociiiiiii e 737,428 ( 41,722) ( 9,598) 686,108
TransSpPortation.........c.eeeeeeeiiciiiiiee e 140,506 ( 28,690) ( 1,829) 109,987
[OF0] 11 = (o3 (0] £ 7NN 402,385 ( 86,547) ( 5,237) 310,601
Other industries and individuals............ccccceoeeervivvnnnn. 1,897,905 ( 43,483) ( 24,703) 1,829,719
Foreign sale..........ooo i 216,792 0 ( 2,822) 213,970
3,395,016 ( 200,442) ( 44,189) 3,150,385

Carrying

Nominal Specific General amount

Year 2012 value write-down write-down at year end
Fishing industry 681,164 ( 45,165) ( 7,862) 628,137
Transportation....... 1,135,452 ( 12,819) ( 13,052) 1,109,581
Contractors............ 447,888 ( 70,062) ( 5,139) 372,687
Other industries and individuals 2,084,574 ( 86,993) ( 23,844) 1,973,737
Foreign sale.........ccccovviiiieiiiiiiiins 126,280 0 ( 1,490) 124,790
4,475,358 ( 215,039) ( 51,387) 4,208,932
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31. Financial instruments, contd.:

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 2013

Payable to credit institutions
Payable to the State
Trade payables..........ccccvvvveereeeniinns
Payable to related parties
Other short term liabilities

Year end 2012

Payable to credit institutions
Payable to the State
Trade payables..........ccccvvvveveeeiiinns
Payable to related parties
Other short term liabilities

Within a year

746,086
2,413,362
1,187,579

134,449

416,946

1-2years
725,670

3-5years Over 5 years

2,054,509 7,180,862

4,898,422

725,670

2,054,509 7,180,862

Within a year

1,219,386
2,588,252
910,374
47,224
1,129,853

1-2years
1,170,518

3-5years Over 5 years

3,219,957 6,906,389

5,895,089

1,170,518

3,219,957 6,906,389

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.

Currency risk

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

Year 2013

Year 2012

Sensitivity analysis

Cash and cash equivalents
Trade payables.........ccoeoiiieriennninns
Risk in balance sheet

Cash and cash equivalents
Trade payables.........ccoeoiiieriennninns
Risk in balance sheet

Other
uUsb EUR currencies Total
0 0 31,143 31,143
494,700 19,841 49,173 563,714
309,672 716 853 311,241
( 239,337) ( 61,025) 92,444) ( 392,806)
565,035 ( 40,468) 11,275) 513,292
0 0 33,360 33,360
1,169,700 17,227 4,248 1,191,175
1,186,923 220 1,655 1,188,798
( 24,331) ( 93,983) 89,440) ( 207,753)
2,332,293 ( 76,536) 50,177) 2,205,579

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.

2013 2012
56,504) (  233,229)
4,047 7,654
1,128 5,018

51,329) (  220,558)

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

the opposite direction.
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31. Financial instruments, contd.:
Interest rate risk
An interest increase at the reporting date by one percentage (100 basis points) would decrease results before
income tax by ISK 69 million (2012: 78) 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
1.948 million until the year 2020 (2012: 2,053). Future rent payments, without taking into account future inflation,
are specified as follows at year end:

2013 2012
WIthIN ONE YEAN ... . et e et e e e e et a e e e e e s s nnabraaeeeas 300,928 282,945
YN =] O R R T F PP 931,973 991,877
After 5 years 714,657 777,820
0] 7= 1 1,947,558 2,052,642

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 - 17 years. Rental income in the year 2013 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.

2013 2012
WIthIN ONE YEAN ... et e et e e e e et a e e e e e s snntaraaeeeas 158,715 180,612
YN =] O R R T F PR 239,837 222,739
F N (=T SR L= T PR PRRPTRRRN: 116,867 134,115
L 1o 7= 515,419 537,466

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
Tansactions with associated companies are specified as follows:

2013 2012
Purchased goods and SEIVICES ........coiiiiiiiiiiiiiee e e e e 1,192,785 1,152,289
SO0ld gOOAS BN SEIVICES.......eiiiiireieiiriee ettt 1,542,294 935,009
[270] 0T PSPPI 34,301 44,918
Receivables at Year €Nd...........c.ooiiiiiiiie i 46,405 22,076
Payables at Year Nd............oceiiiiiiiiiee e 134,449 47,224

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 6,930 million (2012: 3,050).

Interest income from sShareholders...........ccooiiiiiiiii i 10,123 33,066
Interest expenses to shareholders..............ooviiiiiiiiie e 322,275 697,221
Services sold to shareholders..........cccccoeeiiiiiiiiiiiiiciciccen, 12,364 12,215
Receivable from shareholders at year end 1,152 1,214
Deposits with shareholders at year €Nd............coccvveiiiiiiiiiie e 966,667 2,500,897
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33. Related parties, condt.:
Salaries and benefits of the Board of Directors and management is specified as follows:

Shares at
2013 2012 year end 2013
Margrét Gudmundsdottir, Chairman of the Board 7,720 4,800 12,054
Helgi Magnulsson, Board Member.............ceoviiieviere e 3,320 1,500 1,425,000
Hreinn Jakobsson, Board member............cccoviiiviece e 4,400 3,300 36,162
Kristin Gudmundsdottir, Board Member...........cccovveeiieenieniieeneeee 4,400 3,300 24,108
bér Hauksson, former Board member * 3,863 3,000
Kristinn Palmason, Board member *...........ooouveeeveeeeieeinnnnnns. 1,985 0
Jéhann Hjartarson, former Chairman of the Board 0 3,849
Jéhannes Karl Sveinsson, former Board member..............cuveeeee... 0 1,200
Eggert Benedikt GUOMUNASSON, CEO........ccccoeiiiiieiiiiie e 51,700 19,372 326,797
Eggert bor Kristéfersson, Head of Finance Division........................ 31,462 26,466 660,130
Ingunn Sveinsdéttir, Head of Customer Services...........ccccveviveeennns 25,658 23,644
Hinrik Orn Bjarnason, Head of Corporate Services...............c.cuo..... 21,813 0 261,437
Hermann Gudmundsson, former CEO........coceeveeeeeeeieeiieeeeeeeens 0 39,825
Total salaries and benefits of the Board of Directors
aNd MANAGEMENT.......eeieiiriie et e e 156,321 130,256 2,745,688

* Paid to Framtakssjédur islands slhf. due to board membership of Pér Hauksson and Kristinn Palmason, its employees.

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

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.

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 21
million at year end 2013 (2012: ISK 31 million). Other liabilities of employees with the Company amounted to ISK
2 million at year end (2012: ISK 24 million).

34. Obligations and guarantees
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 15,290 million as collateral for long-term loans and the line of credit.

The Company's rental obligation amounted to ISK 1,948 million at year end 2013, see note 32.
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35. Ratios
The Company's key ratios are specified as follows:
2013 2012
Income statement
Turnover rate of inventories at the end of the period: utilisation of goods /

INVENLONIES At YEAI BNU.....ciiiiiiiiiiiiiie et e e e et eaeee s 11.35 8.44
Sales days in trade receivables: trade receivables at year end /

g00ds and SErVICES SOI.........c.ueviiiiiiiiiii e 20 26
Profit (loss) before depreciation, amortisation and finance items /

[0 0SS o] (o) [ VPR PU PSPPSR PPPRR 19.5% 27.1%
Salaries and salary related expenses / gross Profit........ccccccoeveviveiieeeiiiiiiiineee e 41.5% 41.5%
Sales and distribution COSt / groSs Profit..........cccccevrieeiiiiiienie e 22.1% 18.8%
Other operating expenses / gross Profit............eeeecciiiiiiiiee e 20.8% 14.6%
Balance sheet
Current ratio: current assets / current liabilities............ccccovveieiiiiii e 3.14 2.62
Liquidity ratio: (current assets - inventories) / current liabilities 2.23 1.58
Leverage: Net interest bearing liabilities / EBITDA.........ccccoiiiiiiiiiiiee e 0.56 2.04
Solvency: Free cash flow / total payment on long term loan...........cccccooovveiinneinnnee. 3.36 1.25
Equity ratio: Equity / total capital...........ccuuvieiiiiiiiiiiiee e 56.5% 52.3%
Return on equity: Return of the year / weighted average balance of equity............. 4.5% 8.3%

36. Other issues

At the beginning of the year 2013, the Company’s operation pertaining to sale of spare parts and other related
goods was transferred to a separate company, Bilanaus ehf., which was fully owned by N1 hf. Assets sold at the
beginning of the year to Bilanaust ehf. amounted to ISK 1,005 million, thereof inventories amounted to ISK 724
million. The effect thereof on N1 hf.’'s EBITDA was insignificant. In N1 hf.’s Board meeting on 7 May 2013 a
purchase agreement with Efstasund Holding ehf. was signed on the sale of Bilanaust ehf. Other operating
expenses in the year 2013 consist of a one-time-only cost due to the listing of the Company on stock market and
the sale of Bilanaust, a total amount of ISK 372 million.

In June 2013, the Competition Authority announced that it had decided to initiate a market research on the
Icelandic fuel market. The research is carried out in a new form consisting in reviewing whether actions must be
taken against circumstances or conduct which prevent, limit or have negative effect on competition for the
general public. The Competition Authority's research is therefore not specifically centred upon the Company itself
but the fuel market as a whole. It is estimated that the research will be concluded at year end 2014. The
research did neither affect the operation nor the financial standing of N1 in the year 2013.
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Statement of Corporate Governance

Board of Directors and corporate governance

The Board of Directors

The Board of Directors of N1 exercises the supreme authority in the Company’s affairs between shareholders’
meetings and is responsible for its operation. Communication between the Board of Directors and shareholders
takes place in shareholders' meetings. Members of the Board of Directors of the Company are independent from
the Company in carrying out their tasks and do not take instructions from shareholders of the Company or other
interested parties. Members of the Board of Directors are also bound to confidentiality in their tasks and do not
provide information to shareholders on the Company's operation unless such information is disclosed in the
context of 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 Guomundsdéttir is the Chairman of the Board and has been on the
Company's Board since 2011 and as Chairman since 2012. Kristin Gudmundsdéttir and Hreinn Jakobsson have
been on the Board since 2011 and Helgi Magnusson since 2012. Kristinn Palmason is Vice Chairman of the
Board and was elected on the Board in the year 2013. 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.

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 CEO'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.
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Statement of Corporate Governance, continued

Board of Directors and 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 Gudmundsdottir, Chairman of the Board, Hreinn Jakobsson, board member and Olafur
Nilsson, auditor and Chairman of the committee.

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, Kristinn Palmason
and Helgi Magnusson.

In the year 2013, 13 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 2013 by quarters

2013
Q1 Q2 Q3 Q4 Total
SAIES .o 12,782,866 14,941,044 17,833,219 12,565,045 58,122,174
Cost of goods sold ( 10,935,330) ( 12,727,014) ( 14,782,619) ( 10,549,820) (  48,994,783)
Gross profit ....cceeceeeieeiiieiiiescesee, 1,847,536 2,214,030 3,050,600 2,015,225 9,127,391
Other operating income ............cccc...... 104,192 95,558 77,326 88,911 365,987
Salaries and other personnel
EXPENSES ..ovveiveeiiieitie e ( 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 iNnCOMe ........cccoevvvveeriineenne 93,940 127,104 986,455 ( 140,202) 1,067,297
Finance income ........cccccvcvvveiiinieienns 46,505 64,200 106,887 74,513 292,105
Finance expenses ....... 191,722) ( 155,439) ( 158,046) ( 126,258) ( 631,465)
Effect of associates 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 1AX ..eovviiiiiiiii e 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 .................... ( 28,700) 4,532 6,900 ( 14,899) ( 32,167)
Total comprehensive income
for the period ........occcvvveeeeeiiinns 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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Quarterly statement - unaudited

The company’s operating results for the year 2012 by quarters

2012
Q1 Q2 Q3 Q4 Total
SAlES . 12,419,380 16,307,498 18,021,131 13,312,776 60,060,785
Cost of goods Sold .........cccererrrerernnnns ( 10,185,652) ( 13,757,457) ( 15,022,569) ( 11,321,339) ( 50,287,017)
Gross profit .ceeveeeniiee e 2,233,728 2,550,041 2,998,562 1,991,437 9,773,768
Other operating income ..........ccccceee... 45,934 54,697 47,208 49,653 197,492
Salaries and other
personnel expenses .........ccccceeen. ( 947,930) ( 1,052,413) ( 999,979) ( 1,056,384) ( 4,056,706)
Sales and distribution expenses ......... ( 396,126) ( 470,831) ( 542,999) ( 431,702) ( 1,841,658)
Other operating expenses .................. ( 361,326) ( 389,971) ( 447,571) ( 223,801) ( 1,422,669)
( 1,705,382) ( 1,913,215) ( 1,990,549) ( 1,711,887) ( 7,321,033)
Profit before depreciation,
amortisation and finance items .. 574,280 691,523 1,055,221 329,203 2,650,227
Depreciation and amortisation ........... ( 177,256) ( 183,129) ( 379,043) ( 201,985) ( 941,413)
Operating iNCOMe ........ccceevvvveeriineenne 397,024 508,394 676,178 127,218 1,708,814
Finance income .........cccccoeciiiiininnnns 88,042 33,245 39,699 116,642 277,628
Finance expenses .............ccccoeeviinns ( 148,493) ( 183,966) ( 192,020) ( 189,003) ( 713,482)
Effect of associates ...........oeeevvvvvnnnnnns 16,990 7,621 41,824 8,414 74,849
Change in fair value of shares ............ 46,578 ( 2,246) 7,247 ( 2,937) 48,642
3,117 ( 145,346) ( 103,250) ( 66,884) ( 312,363)
Profit before income tax ................... 400,141 363,048 572,928 60,334 1,396,451
INCOME tAX .evvviiiriii i ( 68,508) ( 70,554) ( 104,578) 8,049 ( 235,591)
Profit for the period.........c.ccceeviieene 331,633 292,494 468,350 68,383 1,160,860
Other comprehensive income (expenses)
Translation difference arising from
operations of a foreign associate ........ 25,821 ( 27,632) 4,284 27,351 29,824
Total other comprehensive (expenses)
income of the period .................... 25,821 ( 27,632) 4,284 27,351 29,824
Total comprehensive income
for the period ........ccoccvvveeeeeiiiiiinns 357,454 264,862 472,634 95,734 1,190,684
Basic and diluted earnings per
share in Icelandic krona ................ 0.33 0.29 0.47 0.07 1.16
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