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Endorsement by the Board of Directors and the CEO

HS Orka hf. is a privately owned power generator in Iceland, owning and operating over 170 MW of geothermal
power production capacity, in addition to a 10 MW hydro plant commissioned in 2020. The company sells
electricity to individuals and companies in all areas of Iceland as well as to power intensive industry. HS Orka also
produces hot water for heating and cold water for sales to a distribution company which delivers the products to
nearby communities. Furthermore, HS Orka produces geothermal byproducts, such as brine and steam, which it
delivers and sells, as well as electricity and hot and cold water to companies in the Resource Park located in the
vicinity of its geothermal power plants.

The financial statements of HS Orka hf. (the "Company" or "HS Orka") for the year 2020 have been prepared in
accordance with the International Financial Reporting Standards (IFRS) as adopted by the European Union (EU) and
with additional Icelandic disclosure requirements.

Business operations in the year 2020

The Company's operating revenues for the year 2020 amounted to ISK 8,614 million and profit after tax amounted
to ISK 1,118 million. Total comprehensive income was ISK 971 million. The Company's assets amounted to ISK
56,479 million at the end of December 2020. Equity at year end amounted to ISK 31,909 million or 56.5% of total
assets in 2020. Reference is made to the statement of changes in equity regarding information on changes in
equity during the year.

On 26 February 2020 HS Orka secured a USD 210 million, equivalent to about ISK 27 billion, financing from a group
of European lenders which was used in part to refinance existing debt and in part will be used for building new
power stations.

The 30 MW expansion of the Reykjanes power plant, or REY 4, has been in development since 2009. In December
2020 the Board of Directors approved the project. Construction of the power house started in January 2021 and
the power station is scheduled to be in commercial operation in the 1st quarter of 2023.

Other projects being developed on the Reykjanes peninsula are Eldvorp, Trolladyngja and Krysuvik which is a rich
geothermal capacity area and a future source of hot water for the capital area.

The operational results of the Company were not materially affected by the COVID-19 pandemic. Business plans
and projections were revised and reiterated during the year and the operating revenue was marginally lower than
projected but slightly above previous year.

HS Orka has actively monitored the development of the COVID-19 pandemic and has implemented measures to
keep its employees safe and minimize any detrimental effects of the virus to its business. The Company is not
aware of any material impact to its business, short or long term, neither on operations, financial performance or on
employees. There is still uncertainty to what degree the impact of the pandemic will be on the Icelandic economy
and if that impact will affect the Company in any way. HS Orka did not make use of COVID-19 government related
support, except for postponement of half a month payroll tax and social security payment, from March 2020 to
January 2021. This support was provided in general to all companies as a governmental response to the economic
effects of the pandemic.

In the first half of 2020, escalation in geological activity in the region necessitated a greater flow of timely
information to HS Orka’s surrounding communities regarding risk assessments and mitigation plans. HS Orka
responded by participating in various meetings in the community. The escalated geological activity had neither a
negative impact on assets nor the operations of HS Orka.
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Endorsement by the Board of Directors and the CEO, contd.

The Company’s Board of Directors will propose that dividends will be allocated to the Company’‘s shareholders for
the preceding operational year. In light of uncertainty, including the pandemic of COVID-19, earthquakes and
eruption in the Reykjanes Peninsula, the proposed amount of dividend and the terms of payment will be finally
decided and proposed by the Board of Directors and submitted for shareholder approval on ashareholders
meeting.

Share capital and Articles of Association

On a shareholder’s meeting held on 19 February 2020 a proposal from the Board of Directors based on Article 43
of Act. no. 2/1995 respecting Public Limited Companies (the “Companies Act”) to increase the Company's share
capital by ISK 4,000,000 by issue of compensation shares from ISK 4,091,960 to ISK 8,091,960 was approved.

On a shareholders meeting held on 2 July 2020 a proposal from the Board of Directors based on Article 55 of the
Companies Act, a share capital reduction by 498,464 shares was approved. The share capital of the Company was
reduced based on item 2 of Paragraph 2 of Article 51 of the Companies Act with payment to Shareholders in the
amount of USD 25 million in cash (equivalent to ISK 3,472 million). The share capital was reduced by ISK 498,464 of
nominal value or 498,464 shares and was after the reduction ISK 7,593,496.

On a shareholders meeting held on 29 October 2020 a proposal from the Board of Directors based on Article 55 of
the Companies Act to authorize the Board of Directors to purchase own shares for up to ISK 299,488 in nominal
values and to approve a share capital reduction in contrary was approved. The share capital of the Company was
reduced based on item 2 of Paragraph 2 of Article 51 of the Companies Act with payment to Shareholders in the
amount of USD 15 million in cash (equivalent to ISK 2,086 million). The share capital was reduced by ISK 299,488 of
nominal value or 299,488 shares and was after the reduction ISK 7,294,008.

The number of shareholders at year end 2020 was 2, unchanged from last year. The ultimate beneficial owners
were Jar@varmi slhf. and funds managed by Ancala Partners LLP, each with 50% of shares.

Corporate Governance

HS Orka hf. is a limited liability company operating under Act No. 2/1995 respecting Public Limited Companies. The
framework for Corporate Governance practices within the Company is defined by the provisions of law, a
shareholders” agreement, the Company's Articles of Association and Rules of Procedure for the Board and its sub-
committees. The Company is governed by shareholders meetings, the Board of Directors and the Chief Executive
Officer. Further information is provided in the Corporate Governance Statement which is an appendix to these
Financial Statements.

The Board of Directors held 26 meetings in 2020, the Audit Committee 7 meetings and the Remuneration
Committee 6 meetings. The Board of Directors consists of four members with equal representation of women and
men. The Company’s Executive Board in the year 2020 consisted of 8 members, 5 men and 3 women. The ratio of
female workers at HS Orka in the end of 2020 was 19%.

HS Orka follows a formal risk management process to identify and manage the Company’s main risk factors. Risk
assessments will be carried out in 2021 and new processes will be implemented. The objective is to map all key risk
factors and take appropriate action, with the aim of reducing the occurrence of undesirable events and their
potential impact on health, safety, the environment (HSE) and other factors. Significant improvements on cyber
security have been made and information security policy is continuously under revision. Information Security
Committee was established in the year 2020 in line with the Company’s focus on improving and monitoring
information security.

Information on matters related to financial risk management is disclosed in note 27.
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Endorsement by the Board of Directors and the CEO, contd.

Non-Financial reporting

Further to the content of this endorsement, a reference is made to the enclosed chapter Non-financial reporting.
The Company complies in all main respect to the Private Ltd. Act. No 2/1995 as amended and the Act on Annual
Accounts No. 3/2006 and other applicable legislations and regulations.

Statement of the Board of Directors and the CEO

To the best knowledge of the Board of Directors and the CEO, the Company's financial statements are in
accordance with International Financial Reporting Standards as adopted by the EU and additional disclosure
requirements and it is the opinion of the Board of Directors and the CEO that the financial statements give a true
and fair view of the Company's assets, liabilities and financial position as at 31 December 2020, its financial
performance, and the changes in cash flows during the year 2020.

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

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

year 2020 and confirmed by means of their signatures. The Board of Directors and the CEO will submit the financial
statements for approval at the Annual General Meeting to be held on 7 April 2021.

Svartsengi, 25 March 2021

The Board of Directors

Adrian Pike Bjarni pordur Bjarnason
Chairman of the board

Ingunn Agnes Kro Heike Bergmann

Chief Executive Officer

Tdédmas Mar Sigurdsson
Chief Executive Officer
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Independent Auditor’s Report

To the Board of Directors and Shareholders of HS Orka hf.

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of HS Orka hf. ("the Company"), which comprise the statement of
financial position as at 31 December 2020, and the statements of profit or loss and other comprehensive income,
changes in equity and cash flows for the year then ended, and notes, comprising significant accounting policies and
other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 December 2020, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union and
additional Icelandic disclosure requirement in accordance with Icelandic Financial Statement Act no. 3/2006.

Basis for Opinion

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

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

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

Auditor’s Responsibilities for the Audit of the Financial Statements, contd.

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

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

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

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

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

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

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

Report on Other Legal and Regulatory Requirements

Pursuant to the legal requirement under Article 104, Paragraph 2 of the Icelandic Financial Statements Act No.
3/2006, we confirm that, to the best of our knowledge, the report of the Board of Directors and CEO
accompanying the financial statements includes the information required by the Financial Statements Act if not
disclosed elsewhere in the financial statements.

Reykjavik, 25 March 2021
KPMG ehf.

Sigurjon Orn Arnarson
Seemundur Valdimarsson
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Statement of Comprehensive Income for the year ended 31 December 2020

OPEIratiNG FEVENUE ....eeiiiiei ittt e e e e e e eeaa e e
Production cost and cost 0f Sales .......cceviiiiiiiiiiiic
Gross profit

Other operating EXPENSES .....cviiiiiiicie ettt
Research and development . ...
Other expenses

Profit (loss) from operations

FINQNCE INCOME oo
FINANCE COSTS ittt et e e e e
Net exchange rate differences ...
Changes in fair value of embedded derivatives ..........cccoeeevieiveiicie e
Changes in fair value of other derivatives ........ccccoeveeiiieiiiiiecceceees
Net finance expense

Share of (loss) profit of assOCIAteS ......ccviivieecieiceece e
Profit before income tax

INCOME taX (EXPENSE) MECOVEIY ..vviiveeeeie ettt
Net profit

Other comprehensive income (loss)

Items that will not be reclassified to profit or loss

Remeasurement of defined benefit liability ......c.ccoceiviiiiiiiiiiie
Tax on items not reclassified to profit or 10Ss ........ccccveeveiiviiiiciiecieeeeee

Iltems that may be reclassified subsequently to profit or loss
Currency translation difference on associates ........cccccoevvvvviiivieeeciccceeen.
Currency translation difference reclassified to profit or 10ss ........ccccveeuv..

Other comprehensive (loss)

Total comprehensive income

Notes on pages 11-39 are an integral part of these financial statements

Notes

33
31
12

17

13

24

13

17
17

2020 2019
8.613.659 8.854.350
(6.120.673) (7.927.960)
2.492.986 926.390
(881.754) (1.967.110)
(41.691) (277.094)
(923.446) (2.244.204)
1.569.540 (1.317.814)
13.458 19.302
(477.562) (664.133)
442.007 (83.202)
217.279 (247.010)
(357.417) 0
(162.234) (975.043)
(4.558) 11.651.726
1.402.748 9.358.868
(284.965) 458571
1.117.783 9.817.440
(183.606) (33.496)
36.721 6.699
(146.885) (26.797)
0 129.547

0 (274.000)

0 (144.453)
(146.885) (171.249)
970.898 9.646.190
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Statement of financial position as at 31 December 2020

Assets Notes 31.12.2020 31.12.2019
Fixed assets
OPEIratiNG ASSETS ittt e e e e 14 46.231.460 42.627.538
Operating assets under CONStrUCTION ......ooveiiiiiicie e 15 3.906.076 8.109.102
INTANGIDIE @SSELS woiiviiiiiii e 16 1.441.124 1.419.355
Investments in associates and subsidiaries .........cccocevveiviiiiiici e 17 606.058 613.044
Investments in other COMPANIES ......ccviiiiiicieiciecee e 18 11.075 27.075
Total fixed assets 52.195.793 52.796.115

Current assets

INVENTOTIES oo 14 1.577.617 1.592.608
Trade and other receivables .......c..oioeiiiii e 20 1.182.671 1.442.375
Cash restricted to EU grant partners .....cooveceeeiiie e 38 0 374.605
Cash and cash equIValENTS ......ocviicii e 21 1.522.482 974.573
Total current assets 4.282.770 4.384.161

Total assets 56.478.563 57.180.276

Equity and liabilities

Equity 22
Share CapItal cuviiiiiie e 7.294 4.092
Share premium and statutory reSerVe .......oooeovveieieeiieeee e, 1.238.368 1.242.368
REVAIUGLION FESEIVE L.t 11.220.586 12.024.652
Retained @arNiNGS ......ocvieeeii e 19.442.711 23.224.999
Total equity 31.908.959 36.496.111
Liabilities
LOaNSs aNd DOITOWINGS ....veiiiiecieecee e 23 15.796.272 169.130
Pension 0blZAtiONS ......iiiviiiii i 24 2.468.000 2.354.700
Deferred tax liability ..o 25 2.979.174 2.730.930
Embedded derivatives in power sales Contracts .........ccceevveevveevieciieennens 33 1.272.234 1.395.520
Other deriVatiVES .....oviiiiiiicee e 31 357.417 0
Lease COMMUITMENT ....eiiiiii e 29 90.407 91.504
Total non-current liabilities 22.963.503 6.741.784

Current liabilities

LOANS aNd DOITOWINGS ...vveiiiiiiiieecie ettt 23 15.375 8.108.713
Revolving credit facility ....co.oooe i 23 0 3.189.146
Lease COMMITMENT ..iiiiiiieiiiie et e 29 8.329 10.485
EU grant payable to partiCipants ........cccceeeveiiieeiiie e 38 0 374.605
Trade and other Payables ........covvioiiiiiiie e 26 1.282.879 1.865.920
Embedded derivatives in power sales CONtracts .........coceeevveeeveeeieecieeene 33 299.518 393.511
Total current liabilities 1.606.101 13.942.380

Total liabilities 24.569.604 20.684.164

Total liabilities and equity 56.478.563 57.180.276
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Statement of Changes in Equity for the year ended 31 December 2020

2019

Equity at 1 January 2019 ..o,
Profit for the year ......cccvovvieiiiiece e
Other comprehensive 0SS ..........cccoveeevveeeneennn..
Total comprehensive income (l0ss) .................
Decrease of Share Capital and Share premium
Increase of Share Capital and Share premium
Distribution of Blue Lagoon Share ..................
Revaluation reserve transferred to Retained e
Dividends received from associate ..................

arnings .......

Equity at end of period 2019 .....ccccooviiviiiiiieee e

2020

Equity at 1 January 2020 ......cccoeieieiiiiiiee,
Profit for the year .......ccooovvviiiieeeeee
Other comprehensive 10SS ........c.ccovveeiviieneennn.
Total comprehesive income .........ccceeevveeeneeann.
Increase of Share Capital .....ccccoovvveviiiiiiecie,

Decrease of Share Capital .......ccccceveviiiiieiiiiieecee,

Revaluation reserve transferred to Retained e

arnings .......

Equity at end of period 2020 .....cccooviiveiiciiieeeee e

Share Share Translation Revaluation Other Retained Total

Capital Premium Reserve Reserve Reserves Earnings Equity
7.841.124 7.038.855 144.453 12.834.337 2.105.909 10.662.138 40.626.816
339.267 9.478.173 9.817.440
(144.453) (26.797) (171.249)
(144.453) 0 339.267 9.451.376 9.646.191
(7.837.124) (7.037.855) (143.377) (15.018.357)
92 1.241.368 1.241.460
(2.442.749) 2.442.749 0
(809.685) 809.685 0
(2.428) 2.428 0
4.092 1.242.368 0 12.024.652 0 23.224.999 36.496.111
4.092 1.242.368 0 12.024.652 0 23.224.999 36.496.111
1.117.783 1.117.783
(146.885) (146.885)
0 0 0 970.898 970.898
4.000 (4.000) 0
(798) (5.557.252) (5.558.050)
(804.065) 804.065 0
7.294 1.238.368 0 11.220.586 0 19.442.711 31.908.959
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Statement of Cash Flows for the year ended 31 December 2020

Cash flows from operating activities

Profit fOr the VAT ..o
Gain on sale of 0pPerating assets ......ccoovvivieiiiiiicieeeecee e
Pension obligations (decrease) iNCrease ....ooeccveevveeeceeeeieeeeee e
Depreciation, impairment and amortization ...........cccceevvviiviiieiii e
Net fINANCE EXPENSE .viiceeiiceie ettt
Share of loss (profit) of assOCIates .......ccveeviiieiicicceceeeee e,
INCOME taX EXPENSE (FECOVEIY) uvviireeiiie ettt

[INVENTONIES, AECIEESE ..eiiieeiiieeie et
Receivables, dECrEase .....oooeeeeiiie e
Current liabilities, (decrease), INCrease .......covevveeeeeecceeecieeeeeeeeeeeee e
Net cash from operations before interest and taxes

INTErESt FECEIVEA ..ottt
INEEIEST PAIA 1oiiiiiiiie et
INCOME TAXES PRI 1oiiiiiieiii ittt
Cash from operating activities

Cash flows from investing activities

Acquisition of 0pPerating assets .....c.cocvviiiieecie e
Acquisition of operating assets under construction ..........c.ccoeeeeevveenenn,
Proceeds from sale of operating assets .......c.cccoveevveieiiecieecieeee e
Acquisition of iNtangible asSets .......ccciiiiiieiiiiiie e
Acquisition of shares in associates and other companies ...........cccceeevvi..
Dividends received from assoCiates ........cccverererereiiieeieeeeee e

Cash flows from financing activities

Share Capital INCrEASE ...iovviiiiiieie e
Share BUYDACK ....cvviiee e
Repayment of short-term borrowings ........ccccovvveveiiiiiiieiiiieie e
New 1ong-term DOITOWINES ...c..covvieeeieece e
New Short-term DOrrOWINGS ....cc.vivieiiieecee e
Repayment of DOIrTOWINGS ...cc.eiiiiicecce e
Repayment of lease liability .......ooovveviiiiiec e

Increase (decrease) in cash and cash equivalents ........c..cccceeeveiiieeenen,

Effect of exchange rate fluctuationson cash held .............cccoeeiiiiiiens

Cash and cash equivalents at 1JanUary ......ccccoeceeevieececeie e
Cash and cash equivalents at 31 December ........ccccovvvevviiicie e

Notes

24
11
12
17
13

14
15
14
16
17
17

22
23
23
23
23

2020 2019
1.117.783 9.817.440
(5.554) (1.730)
(70.306) 19.873
2.502.222 3.218.356
162.234 975.043
4,558 (11.651.726)
284.965 (458.571)
3.995.901 1.918.683
14.991 271
259.704 800.576
(497.188) 512.408
3.773.409 3.231.938
13.458 19.302
(362.824) (327.337)
0 (241.855)
3.424.043 2.682.048
(767.705) (2.051.963)
(1.143.369) (4.704.376)
23.537 5.100
(29.891) (23.907)
(1.500) (175.000)
2.428 2.428
(1.916.500) (6.947.718)
0 1.241.460
(5.558.050) 0
(3.253.089)
15.904.381
0 3.122.146
(8.163.962) (246.735)
(5.134) (8.178)
(1.075.854) 4.108.693
431.689 (156.977)
116.220 46.263
974.573 1.085.286
1.522.482 974.573
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Notes to the Financial Statements

1. Reporting entity

HS Orka hf. is a limited liability company domiciled in Iceland. The Company's registered office address is
Orkubraut 3, Svartsengi, Grindavik, Iceland. The Company generates and sells electricity as well as cold water
and hot water for heating. The Company is ultimately owned by Jardvarmi slhf. and funds managed by Ancala
Partners LLP, holding a 50% share each.

2. Statement of compliance

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

These financial statements were authorized for issue by the Board of Directors on 25 March 2021.

3. Basis of preparation

a. Basis of measurement
The financial statements have been prepared on the historical cost, except for the following material items in
the statement of financial position:

- the majority of operating assets are recognized at revalued cost, which is their fair value at the revaluation
date

- embedded derivatives in power sales contracts and other derivatives are measured at fair value

- defined benefit pension obligatons measured at the present value of the pension obligation

- shares in other companies are measured at fair value through profit or loss are measured at fair value

b. Functional and presentation currency

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

c. Use of estimates and judgments

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

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

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

- Note 14. Depreciation of operating assets and revaluation of operating assets
- Note 15 and 16. Impairment of assets under construction and intangibles

- Note 33. Fair value of embedded derivatives in power sales agreements

- Note 24. Pension obligations
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Notes to the Financial Statements

3. Basis of preparation, contd.

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

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

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

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

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

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

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

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

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

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

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

- Note 14. Operating Assets
- Note 33. Embedded derivatives in power sales contract
- Notes 27-35. Risk management

4. Significant accounting policies

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

a. Subsidiaries

Subsidiaries are entities controlled by the Company. The Company controls an entity when it is exposed to, or
has rights to, variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity. Investments in subsidiaries are accounted for using the equity method and
are recognized initially at cost.
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4. Significant accounting policies, contd.

b. Associates

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

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

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

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

c. Foreign currency

Foreign currency transactions

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

d. Financial instruments

(i) Non-derivative financial assets

Trade receivables and debt securities issued are initially recognised when they are originated. All other
financial assets and financial liabilities are initially recognised when the Company becomes a party to the
contractual provisions of the instrument.

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

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

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

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

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

(i) Financial assets measured at amortised cost

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

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

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

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

Non-derivative financial assets measured at amortised cost comprise cash and cash equivalents and trade and
other receivables.

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

(iii) Non-derivative financial liabilities

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

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

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

Non-derivative financial liabilities comprise loans and borrowings and trade and other payables.

(iv) Derivative financial instruments

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

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

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

(v) Share capital

Ordinary shares

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

e. Operating assets

(i) Recognition and measurement

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

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

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

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

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

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

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

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

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

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

POWET PIANTS .ttt 40 years
BOMENOIES .ttt be e 20 years
ElECEIICAl SYSTRIMS .ottt e 50 years
Hot water and cold water distribution SYSTEMS .....cceiiiiiiiiiiciicece e 50 years
T =T €= (I TSRO TR T 50 years
Other OPEIratiNG ASSEES .ouvviiiiiiiiie ittt ettt ettt e et et e b e be e e bt e e be e 5-20 years

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

f. Intangible assets

(i) Research and development

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

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

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

Capitalized development expenditure is measured at cost less accumulated impairment losses. Development
assets are tested annually for impairment. Due to uncertainty surrounding the Companies' deep drilling
project and the research nature of the project the associated cost have not been capitalized, but expensed
(notes 8 and 38).

(ii) Other intangible assets
Other intangible assets that are acquired by the Company, including software, which have finite useful lives
are measured at cost less accumulated amortization and accumulated impairment losses.
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(iii) Subsequent expenditure
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure is recognized in profit or loss when incurred.

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

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

SO WA .ottt ettt e et et a et e e eta e e bt e e eaaeerre e 5-10 years

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

g. Leased assets

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

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

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

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

The Company determines its incremental borrowing rate by obtaining interest rates from various external
financing sources and makes certain adjustments to reflect the terms of the lease and type of the asset leased.
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Lease payments included in the measurement of the lease liability comprise the following:

— fixed payments, including in-substance fixed payments;

— variable lease payments that depend on an index or a rate, initially measured using the index or rate as at
the commencement date;

—amounts expected to be payable under a residual value guarantee; and

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

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

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

The Company presents right-of-use assets in ‘property, plant and equipment’ and lease liabilities as a separate
line item in the statement of financial position.

Short-term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets
and short-term leases, including IT equipment. The Company recognises the lease payments associated with
these leases as an expense on a straight-line basis over the lease term.

h. Inventories

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

i. Impairment

(i) Non-derivative financial assets

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

(ii) Non-financial assets

The carrying amounts of the Company's non-financial assets, other than inventories are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists then
the asset's recoverable amount is estimated. For intangible assets that are not yet available for use, the
recoverable amount is estimated each year at the same time.
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Impairment is recognized if the carrying amount of an asset exceeds its estimated recoverable amount.
Impairment loss of revalued operating assets is recognized in equity under revaluation reserve up to the value
of the reserve, after which they are recognized in profit or loss. Impairment losses of other assets are
recognized in profit or loss.

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

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

j. Employee benefits

(i) Defined contribution plans

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

(ii) Defined benefit plans

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

k. Provisions

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

|. Revenue

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

Other revenues are recognized when the goods or services are delivered.

Revenues are usually invoiced monthly with 30 day payment terms.
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m. Net finance income (expense)

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

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

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

n. Income tax

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

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

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

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

0. Government grants (including European Union (EU)

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

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

p. New standards and interpretations

A number of new standards are effective for annual periods beginning after 1 January 2020 and earlier
application is permitted; however, the Company has not early adopted the new or amended standards in
preparing these consolidated financial statements.
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The following amended standards and interpretations are not expected to have a significant impact on the
financial statements.

— Onerous contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)

— Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7)

— COVID-19-Related Rent Concessions (Amendment to IFRS 16)

— Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16)
— Reference to Conceptual Framework (Amendments to IFRS 3)

— Classification of Liabilities as Current or Non-current (Amendments to IAS 1)

—IFRS 17 Insurance Contracts and amendments to IFRS 17 Insurance Contracts

5. Revenue split

The Company's revenue split is as follows:

2020 2019

BIECEIICIY oot 7.518.529 7.500.541
Water (Not and COIA) ..o 905.401 843.907
(@14 11 TP RPPPR 189.729 509.903
8.613.659 8.854.350

6. Production cost, cost of sales and service

2020 2019

ProdUCTION COSE ..viiiiiiiii e 4.322.603 5.589.902
COST OF SAIES it 1.798.070 2.257.547
COSE OF SEIVICE oo 0 80.511
6.120.673 7.927.960

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

2020 2019

Salaries and related eXPENSES ....c.viicii i 863.016 793.594
DEPIECIATION ettt e e e e e e e e 2.455.567 2.338.549
IMPAITMENT [OSSES ® ..o 0 832.140
POWET PUICNASES ..viiiiiiieiie ettt ettt ettt e et e ta e e tt e saaeeaee e 1.677.612 2.067.159
TraNSMISSION COST .ttt 539.083 495.262
Maintenance and other production COSt ........ccciiiiiiiiiiiiicceee e 585.395 1.401.256
6.120.673 7.927.960

* Various auxiliaries and designwork of a project became obsolete and was written off in the year 2019.
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7. Other operating expenses

2020 2019
Salaries and related eXPENSES ....cvvicii e 435.042 381.819
Increase in pension fund obligation ........ccccciiiiiiiiiiii e 48.306 19.569
AdMINISErative BXPENSES . .vviieiiiceie et 354.600 373.273
OTNEI EXPENSES 1ottt ettt ettt ettt ettt e ettt e et e e e e be e ba e s 0 240.640
Impairment of pension receivable ... 0 906.592
Depreciation and amortization ......cccocveiviiiiiiiiieece e 43.806 45.216
881.754 1.967.110
8. Research and development

2020 2019
Salaries and related EXPENSES ....cviicii it 43.157 67.049
RED PIrOJECES oot 24.715 242.447
EU BIants couviiieiie ettt ettt (29.028) (34.853)
Depreciation and amortization .....c..ocveieireeii e 2.848 2.451
41.691 277.094

Research grants are discussed further in note 38.

9. Salaries and related expenses

2020 2019
SAIAITES ottt et 1.129.636 1.121.127
Contribution to defined contribution fund ...........cccoooviiiiii 144.775 147.684
Increase in pension ObliIGAatioN ........ccciioiiiiii e 231.912 53.066
Other salary related EXPENSES ...cvviiviiiiii et 122.456 117.613
1.628.779 1.439.490
Average number of employees equivalent .......ccccvoviiviiiiiiiciicee 70 71

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

2020 2019

Capitalized ON PrOJECES .oooviiiceii e 55.653 143.962
Production cost and cost 0f SAlE ....ccviiviiiiiiiiiic e 863.016 793.594
Research and developmMENt ... 43.157 67.049
Other Operating EXPENSES ....eiiiviiiee ettt eae e 483.348 401.389
Recognized in other comprehensive iNCOMe .....c..cooovveeeiiieece e, 183.606 33.496
1.628.779 1.439.490

Termination benefits to the former CEO and key employees of ISK 97 million was recognised during the year
2019. Salaries paid to the Board of Directors and management amounted to ISK 88 million in 2020 (2019: ISK
67 million).

10. Auditor’s fee

Fee’s paid to the Company’s auditors in the year 2020 were ISK 35.0 million (2019: 22.3 million) thereof ISK
14.5 million (2019: 13.3 million) reflects fees for the audit of the Annual Financial Statement. Other services
bought from KPMG amounted to ISK 20.5 million in 2020 (2019: I1SK 9.0 million).
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11. Depreciation, amortization and impairment losses

Depreciation, amortization and impairment is specified as follows:

2020 2019
Depreciation of operating assets, See NOte 14 .....ccccovvieviiiiiieiieccie e 2.494.099 2.377.376
Impairment of operating assets under construction see note 15 ..........cc.......... 0 832.140
Amotization of intangible assets, see note 16 8.122 8.840
2.502.222 3.218.356
Depreciation, amortization and impairment is allocated as follows:
Production cost and cost Of SAIES .....civiiiiiiiiiccecce e 2.455.567 3.170.689
Other Operating EXPENSES .....coiuiiiiee ettt 43.806 45.216
Reasearch and developmeNnt ... 2.848 2.451
2.502.222 3.218.356
12. Finance income and expense
Finance income and expenses are specified as follows:
Finance income:
2020 2019
Interest income on cash, loans and receivables ... 13.458 19.302
13.458 19.302
Finance cost
INTEIEST EXPENSE ..oiviiieiieeii ettt ettt ettt e et eaeeeaeeas (460.062) (314.133)
Prepayment fee of retirement of long term debt ........cccoovvviiiiiiiiiiicie 0 (350.000)
Fair value changes of shares in other companies through profit or loss ............ (17.500) 0
(477.562) (664.133)
Net exchange rate differenCes ... 442.007 (83.202)
Changes in fair value of embedded derivatives ..........c.cooeevviiiici i, 217.279 (247.010)
Changes in fair value of currency and interest rate swaps ......cccceeevveeeveeeveennen. (357.417) 0
301.870 (330.212)
NET FINANCE COST 1.ttt (162.234) (975.042)
Capitalized interest amounted to 3.96% (2019: 5.09%) ...cccovvevuvevreevieirecieenn, 124.008 215.957
13. Income tax
Effective tax in the income statement is specified as follows:
2020 2019
Origination and reversal of temporary difference........ccccooeeeiiiiiiiiiiiie, (284.965) 458.571
(284.965) 458.571
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Effective tax rate is specified as follows:

2020 2019
PrOfit fOr the YA i 1.117.783 9.817.440
INCOME taX EXPENSE (FECOVEIY) wuviieieeeie ettt 284.965 (458.571)
Profit before iINCOME taX ..ot 1.402.748 9.358.868

2020 2019

Income tax at current tax rate ........cc.coeveeene.. (280.550) 20,0% (1.871.774) 20,0%
Effect of associates ......covveveveiiiiieeiiiee, (912) 0,1% 2.330.349 (24,9%)
Effects of share in other company ................. (3.500) 1,2% 0 0,0%
Other itemS ..oocveeiieeeeceeeeee e, (4) 0,0% (4) 0,0%
Effective income tax rate ......cocoevveeivieineeennen. (284.965) 20,1% 458.571 (4,9%)
Income tax recognized in OCl is specified as follows: 2020 2019
Tax on other item that will not be reclassified to proft or loss ........ccccccevveneeennn. (36.721) (6.699)
Total iNCOME taX IN OC| ..o (36.721) (6.699)

14. Operating assets

Revaluation of operating assets

Reykjanes and Svartsengi power plant were revalued to fair value on 31 December 2018. The revaluation
amounted to ISK 7,000 million. Other property’s were revalued to fair value at 1 January 2008. Results of
impairment test shows no requirement for impairment at year end 2020.

Power Other operating Total
plants assets

Historical cost

Balance at 1January 2019 .....oovieviiiiiieii e 40.493.119 2.055.278 42.548.397
Additions during the year .......ccccoeviieeeeciieee e 1.978.257 73.706 2.051.963
Transferred from Prepaid lease and royalty fee ........c...cc.c...... 543,513 0 543,513
Eliminated on disposal .......ccccoveiiiiiiiiiicceee e 0 (7.358) (7.358)
LEASE @SSETS it 106.717 0 106.717
Balance at 31 December 2019 ....c.cocvevveviieiieieeie e 43.121.605 2.121.626 45.243.231
Additions during the Year ........ccccovvveeiiiiiieceeeeee e 701.218 66.487 767.705
Transferred from operating assets under construction .......... 5.346.394 0 5.346.394
LEASE @SSETS it 1.904 0 1.904
Eliminated on disposal ........cccoovieiiiiicicicceeeceeeeee e 0 (57.453) (57.453)
Balance at 31 December 2020 ......ccooveevveiiieecieecieecie e 49.171.122 2.130.660 51.301.782
Depreciation

Balance at 1January 2019 .....oooiiiiiiieiieeeeeeeee e 0 242.305 242.305
Depreciation for the year ......cocceeveivieiciceece e 2.288.856 88.520 2.377.376
Eliminated on disposal ........ccooovviiiiiiiiicce e 0 (3.988) (3.988)
Balance at 31 December 2019 ....ccoovvveviiiiiiecieeceece e 2.288.856 326.837 2.615.693
Depreciation forthe year ..o 2.409.141 84.958 2.494.099
Eliminated on disposal ........cccoovvieiiiiiiieiece e 0 (39.470) (39.470)
Balance at 31 December 2020 ......ccovveiieiieieiiecieceee e 4.697.997 372.325 5.070.322
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15.

Operating assets, contd.

Power Other operating Total
plants assets
Net book value
Book value at 1 January 2019 .....cccoovieiiiiiiiieeeece e 40.493.119 1.812.973 42.306.092
Book value at 31 December 2019 ......ccoeoviveviiiiieeciceeee e 40.832.749 1.794.789 42.627.538
Book value at 31 December 2020 ......ccocvvvieiieieiieciieieeieeie 44.473.125 1.758.335 46.231.460
Net book value without revaluation
1January 2009 .o 24.513.482 1.749.689 26.263.171
31 December 2019 oo 25.317.211 1.737.033 27.054.243
31 December 2020 ..o 30.506.361 1.699.367 32.205.728
Depreciation rates ..o 2-5% 5-20%

Other operating assets include capitalized land and buildings with the carrying amount of ISK 1,262 million
(2019: 1SK 1,273 million).

Rateable value and insurance value

Rateable value of the Company's buildings amounted to ISK 3,896 million at year-end 2020 (2019: ISK 3,732
million) and land measured at rateable value amounted to ISK 2,990 million (2019: ISK 2,323 million).
Insurance value of the Company's assets amounted to ISK 50,155 million (2019: ISK 51,747 million).

Pledge of assets

In relation to the refinancing of the Company in 2020 the pledge of all of the Company’s real estates was
released, except the undivided land Jarngerdastadir, Grindavik, but the Company’s shares have been pledged
along with the rights, title and interest in and to the Company’s bank accounts.

Operating assets under construction

Operating assets under construction are specified as follows:

Net book value at 1 January 2009 ....co.iiieiiiie et 5.346.323
AdditioNs AUIINEG the YEAI ..ocveiiiee e 4.704.376
Transferred 1O INVENTOIIES .....ocuii i et (1.109.457)
IMIP@IIIMENT L.ttt et ettt e et e e et e e et e e et e e et e e et e e et e e eaaeeeateeeaaeeeareaa (832.140)
Net book value at 31 DecemMber 2019 .....ooiiiiiiiie e 8.109.102
AdditioNs AUINE the YEAI ..o 1.143.369
Bruarvirkjun transferred to Operating aSSELS ...o.uiiiviiiiuiiiiieciee et (5.346.394)
Net book value at 31 December 2020 .....ccioiiiiiiieieie et 3.906.076

Operating assets under construction represent mainly capitalized cost related to the Reykjanes unit 4.

The 30 MW expansion of the Reykjanes power plant, or REY 4, has been in development since 2009. HS Orka
has developed a sustainable solution to utilize the brine from the high-pressure separators serving Units 1 and
2 (REY 1 and REY2). In December 2020 the board of directors of HS Orka decided to proceed with the project.
A tender process with six tender packages was initiated and advertised publicly. The opening of the first three
tenders resulted in entering into an agreement with the lowest bidders. The civil work started in January 2021
in line with the scheduled project timeline, to start the Construction in Q1 2021 and have REY 4 in commercial
operation 2 years later, or in Q1 2023.
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17.

Intangible assets
Development

Software costs Total
Historical cost
Balance at 1 January 2019 .....cocoviiiiiiiceciee e 378.199 1.472.108 1.850.307
Additions during the year ........ccccovviieiiiiieeee e 0 23.907 23.907
Balance at 31 December 2019 ...ccoovivieiieiieieeeee e 378.199 1.496.015 1.874.214
Additions during the Year ........ccccovveiveiiiiieee e 0 29.891 29.891
Balance at 31 December 2020 ....ccoovveveeiieieeieciiecie e 378.199 1.525.906 1.904.105
Amortization
Balance at 1January 2019 ....cociooiiiiiieieeee e 299.780 146.241 446.021
Amortization forthe year ..o 8.840 0 8.840
Balance at 31 December 2019 ....cccovvveviiiiiieceece e 308.620 146.241 454.861
Amortization forthe year ........ccccoevevvieiiiiiiccee e 8.122 0 8.122
Balance at 31 December 2020 ....ccoovvveeviieiieecieecieeee e 316.742 146.241 462.983
Net book value
Net book value at 31 December 2019 ......cccoeevvvievieiieieeee, 69.579 1.349.774 1.419.355
Net book value at 31 December 2020 .......cccoevevvevieeviienieeen, 61.456 1.379.665 1.441.124
AMOItiZation rateS ..oeioeiii e 10-25%

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

Trolladyngja

In 2012 The Icelandic parliament accepted “Rammadaetiun 1I” a national Energy development plan, which
categorized existing hydro and geothermal power sites into three groups: protected sites, pending sites and
power developing sites. The Trolladyngja area is categorized as a pending site meaning more information,
research and data is required. The carrying amount of Trolladyngja was at year end 2020 ISK 683 million (2019
year end ISK 683 million).

Investments in associates

Investments in associates are as follows:

Carrying amount Carrying amount

Shares in associates and subsidiaries Share 31.12.2020 Share 31.12.2019
DMM lausnir ehf,, Iceland .............cceeeen 27,20% 13.787 27,20% 16.960
Sudurorka ehf., Iceland .......cccooovvviviiiiiin 50,00% 0 50,00% 0
Heimsping 2020 ehf., Iceland ..........cceeeveann. 33,33% 0 33,33% 200
HS Orkurannsoknir ehf., Iceland .................. 100,00% 500 100,00% 500
VesturVerk ehf., Iceland ..........ccccccoeeii. 80,49% 591.771 80,49% 595.384

606.058 613.044
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18.

Investments in associates, contd.

2020 2019
Balance at beginning of YEar .......ooi i 613.044 3.951.555
SHAre Of PrOfitS .oeiiiiiiie e (4.558) 99.097
Effects of distribution of Shares ... 0 11.278.629
Currency translation difference reclassified to profit or 10ss ........cccceeeviieneennen. 0 274.000

(4.558)  11.651.726

Currency translation differenCes ..o 0 129.547
Currency translation difference reclassified to profit or 10ss ........cccceeevvieieennin. 0 (274.000)
0 (144.453)
Additions dUFNG the YEAT ...oviiiiiiceece e 0 175.000
DiVIAENdS FECEIVEM ... (2.428) (2.428)
Decrease of Share Capital and Share premium,
paid with shares in Blue LagOON .......c..ooviiiiuiiiiicece e 0 (15.018.357)
Balance at YEAr €N ...ooeiiieiecee e 606.058 613.044

The carrying amount of a loan to Heimsping ehf. has been impaired by ISK 17 million. HS Orka has provided a
guarantee for Heimsping of the amount of USD 250,000 (equivalent to ISK 32 million).

The following table summarises the financial information of VesturVerk as included in its own financial
statements, adjusted for fair value adjustments at acquistion:

2020 2019
REVENUES ...ttt ettt e e e 612 0
Profit or loss and total comprehensive iNCOME .......ccoeeviiiiiieiiiicieece e (4.489) 0
NON-CUITENT @SSELS ..ttt e e e e 868.259 823.024
CUMTENT @SSEES ittt ettt et e et e e st e et eeennes 2.006 6.503
NON-CUITeNt liabilities ......oveiiiei e (52.582) (53.650)
CUrTeNnt labilItIeS ..vve e (82.465) (36.171)
N T ASSEES 1uttiiiiiiiiiiitie et 735.218 739.706
Share of HS Orka 80,49% ........ueeeeeeeeeeeeee e 591.771 595.384
Share of 1055 dUrNG the YEAr ....ocvvi i (3.613) 0

No consolidated statements are prepared as the effects of the subsidiaries VesturVerk ehf. and HS
Orkurannsoéknir ehf. are deemed immaterial.

Investments in other companies

Carrying amount Carrying amount
Share 31.12.2020 Share 31.12.2019
Keilir ehf., Iceland .........ccoooiiiiiiiiii 0,02% 0 10,20% 17.500
islensk nyorka ehf., Iceland ...........cococveenenn. 7,54% 11.075 7,54% 9.575
11.075 27.075

HS Orka's share in Keilir ehf. was diluted in 2020 and therefore the carrying amount has been impaired.
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20.

21.

22.

Long-term receivables

Changes in long-term receivables from HS Veitur hf. are as follows:

2020 2019

Long-term receivable from HS veitur due to pension liability 1.1. .......ccccceeee. 0 833.284
HS Veitur share of increase in pension obligation ...........cccccovvviviiiiciceiccien, 0 76.453
Collected from HS VEITUL ..o 0 (3.145)
ToaToF= 1 g 1aT=1 0} PR URRRTR 0 (906.592)
0 0

In 2019 the Supreme Court of Iceland confirmed a verdict in relation to pension liabilities and based on IFRS,
an impairment of the amount of ISK 907 million was recognised at year end 2019. HS Orka and HS Veitur are in
discussions regarding service fees claimed to be owed by HS Orka in relation to pension liabilities but the
amount is considered immaterial.

Trade and other receivables

Trade and other receivables are specified as follows:

2020 2019

Trade reCEIVADIES ..ooiiiiiiice s 1.127.181 1.250.546
Allowance for bad debt .......ccoiiiiiii e (31.767) (75.767)
Total trade reCeiVabIEs .....ioi i 1.095.413 1.174.780
Other reCeIVADIES . ..o 18.924 267.596
Receivables from subsidiary .......cooooviiiiicc e, 85.333 0
Allowance for bad debt related to other receivables ...l (17.000) 0
1.182.671 1.442.375

Cash and cash equivalents

Cash and cash equivalents are as follows:
31.12.2020 31.12.2019

BaNK DAIaNCES ..o 1.522.482 974.573

The Company's exposure to interest rate risk and sensitivity analysis for financial assets and liabilities is
disclosed in note 31.

Equity

Issued share capital, as stipulated in the Company’s Articles of Association, amounted to ISK 7,294,008 (2019:
ISK 4,091,960). One vote is attached to each share of one ISK in the Company in addition to rights to receive
dividends. All issued capital has been paid in full.

An Extraordinary Shareholder’s meeting held on 19 February 2020 resolved to increase the Company’s share
capital by ISK 4,000,000 from ISK 4,091,960 to ISK 8,091,960 nominal value, by issuing new shares.

An Extraodinary Sharholders Meeting held on 2 July 2020 a proposal from the Board of Directors based on
Article 55 of Act no. 2/1995, respecting Public Limited Companies (the Companies Act) on share capital
reduction by 498,464 shares was approved. The share capital of the company was reduced based on item 2 of
Paragraph 2 of Article 51 of the Company Act with payment to Shareholders in the amount of USD 25 million
in cash (equivalent to ISK 3,472 million). The share capital was reduced by ISK 498,464 of nominal value or
498,464 shares, and was after the reduction ISK 7,593,496.
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22. Equity, contd.

On an Extraodinary Sharholders Meeting held on 29 October 2020 a proposal from the Board of Directors
based on Article 55 of Act no. 2/1995, respecting Public Limited Companies (the Companies Act) to authorize
the Board of Directors to purchase own shares for up to ISK 299,488 in nomial values and to approve a share
capital reduction in contrary was approved. The share capital of the company was reduced based on item 2 of
Paragraph 2 of Article 51 of the Company Act with payment to Shareholders in the amount of USD 15 million
in cash (equivalent to ISK 2,086 million). The share capital was reduced by ISK 299,488 of nominal value or
299,488 shares, and was after the reduction ISK 7,294,008.

Share premium and statutory reserve

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

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

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

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

Dividends

In 2020 no dividend was distributed to shareholders (2019: No dividend distributed). Dividend paid in 2021
will be decided and proposed by the Board of Directors and submitted for shareholder approval on
a shareholders meeting.
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23. Loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing loans and
borrowings, which are measured at amortized cost. For more information about the Company’s exposure to
liquidity, interest rate and foreign currency risk , see notes 29, 31 and 32.

2020 2019
Total interest bearing debt and borrowings 1 January ......c.cccceeeveeeeeiiieeeneene, 11.466.989 8.018.792
New long-term loans and DOrrOWINEGS .....cccveeiviiiiiiiiiccee e 16.544.845 0
New short-term [oans and bOrroOWINGS ......cooveiiieeiieiieece e 0 3.122.146
Capitalized BOrrOWING COSt ..viiiiiiiiiii it (640.463) 0
Repayment of short-term loans and borrowings ..........ccceovveeeviicii e (3.264.878) 0
Repayment of long-term loans and bOrrowings ........cccocvvevveiieiiciccieceeeece, (8.163.962) (246.735)
Changes related to financing cash flOWS ......cc.ccoovviiiiiiicc e, 4.475.541 2.875.411
Currency exchange difference ..o (169.993) 141.451
TermMiNAtioN FEE couviiiii e 0 350.000
Loans and borrowings transferred to accounts payable ..........ccccooviviiiiiiin, (100.000) 0
Accrued effective interests on long-term 10an .........ccceeeiiiiievii e 127.320 0
Accrued effective interests on short-term [0an .........ccccoovevviiviiiciiiiecieeee 11.789 81.335
Other liability related Changes ..........cc.ooviiieiiee e (130.884) 572.786
Total interest bearing debt and borrowings 31 December ......c.ccocveviiivieennncnns 15.811.647 11.466.989
31.12.2020 31.12.2019
Secured BanK l0@NS ...iiiiiieicc e 15.811.647 11.466.989
Total interest bearing debt and borrowings .........ccccoovieiiiiiiiec e, 15.811.647 11.466.989
Current maturities of secured bank 10aNS ........coovveviiiiiiiecii e 15.375 8.108.713
ReVOIVING Credit faCility ....ooii i 0 3.189.146
CUITENT AEDT .ot 15.375 11.297.859
NON CUITENT DT 1ot 15.796.272 169.130
Loans in foreign currency: 31.12.2020 31.12.2019
Final due date Weighted average Carrying Weighted average  Carrying
interest rate amount interest rate amount
Loans in USD (2019 EUR).... 3,78% 15.642.517 3,67% 11.282.484
15.642.517 11.282.484
Loansin ISK.......cccccccoeiiiinnns 4,41% 169.130 5,14% 184.504
169.130 184.504
Total interest-bearing loans and borrowings..........ccccceevveeneea. 15.811.647 11.466.989
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Loans and borrowings, contd.

Annual maturities of loans and borrowings are as follows: 31.12.2020 31.12.2019
YEAr 202172020 ..ottt 15.375 11.297.859
YEAr 2022/2021 oovviviieiiiieit ettt 15.375 15.375
YEAr 2023/2022 ottt 15.375 15.375
YEAr 2024/2023 ..oviviieiiiieeeeiee ettt 15.375 15.375
YEAr 2025/2024 ..o 15.657.900 15.375
SUBSEGUENT L.ttt ettt e etbe et a e eaae e 92.247 107.632

15.811.646 11.466.989

In February 2020 HS Orka secured new financing from a club of four European banks consisting of a USD 100
million term loan, USD 100 million capex facility and a USD 10 million revolving credit facility. The new
financing has a term of 5 years and contains financial covenants on leverage ratio and interest coverage. The
term loan of USD 100 million has been fully disbursed and was used to repay existing loans. As of year end
2020 USD 27 million are drawn on the capex facility. Drawdowns on the capex facility are recorded under
liabilities (non-current) in the Statement of financial position as the Company can unilaterally roll-over
drawdowns up to the final maturity of the facility. The revolving credit facility is undrawn.

Pension obligations

2020 2019
Pension commitment at 1 January ....occoceviiiiiiiiiieee e 2.354.700 2.301.331
Contribution dUring the YEAr .....c.coviiiiie e (118.611) (79.294)
CUITENT SEIVICE COSES 1einiiiieiiiiiie ettt et e et e e aeee s as 1.105 1.703
[NTEIEST EXPENSES .oiieiiiiiie ettt e ettt ettt e e ettt e e ettt e et e e e s tb e e e stteee e esbbeeeastneeeeenes 47.200 17.866
Acturial changes charged to other comprehensive inCome ........c..cccecevvveenneenne. 183.606 33.496
Actuarial changes HS Veitur part charged to profit or loss ......ccccccovveeviiiiiiennens 0 79.597
Pension commitment at 31 DECEMDET ...ovviiiiiiiiiiiiiicieci e 2.468.000 2.354.700
Pension obligations are as follows:
The pension fund for State eMpPlOYEES .......covvviiiiiiiice e 1.189.048 1.156.537
The pension fund for Municipality of Hafnarfjordur employees ..........ccccoovee.... 717.142 681.132
The pension fund for Municipality of Westman Islands employees ................... 561.810 517.031

2.468.000 2.354.700

According to actuaries' assessment, the Company's accrued pension obligations amounted at year end 2020 to
ISK 2,468 million (2019: ISK 2,355 million), discounted based on an interest rate of 2.0%, taking into account
the net assets of part of the pension funds. Presumptions on life expectancy, mortality rate and discount rate
are in accordance with provisions of Regulation no. 391/1998 on obligatory pension right insurance and
pension funds' operation. The increase in the obligation in 2020 is based on general salary increase taking into
account interests.

Deferred tax liability

Movement in deferred tax liability is specified as follows: 2020 2019
Balance at beginning of Year .......oov i 2.730.930 3.196.201
Changes recognized in profit Or [0SS .....c.coviiiiiiicceceee e 284.965 (458.571)
Changes recognized in other comprehensive iNCOMe ........coeeeviiiiiicieiiieeee, (36.721) (6.699)
Balance @t YEAI €N ...coiiiiiicciecce s 2.979.174 2.730.930
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Deferred tax liability, contd.

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

31.12.2020 31.12.2019

Operating and iNtangible ASSETS ....uiiiviiiviiiei e 3.827.687 3.853.528
Inventories and Other ITEMS ....cvvi i (4.274) (7.482)
Trade and other receivables .....c..ooove i 1.554 (15.153)
Pension OBHZAtION ....oci i (493.600) (470.940)
DEIIVATIVES ...ttt ettt ettt ettt (385.834) (357.806)
Lease Hability ...eoveieeceec e (19.747) (20.398)
Deferred foreign eXChange ........oovviiveiiiieceec e, 53.388 (37.757)
Tax losses carried fFOrward .......c...oove oo 0 (213.061)

2.979.174 2.730.930

Trade and other payables

Trade and other payables are as follows:
31.12.2020 31.12.2019

Trade PAYADIES ..ooovii e 900.714 1.684.177
Other PAYADIES ... 382.165 181.743
1.282.879 1.865.920

The Company's exposure to currency and liquidity risk related to trade and other payables, see note 29 and
32.

Risk management

Overview
The Company's is exposed to financial risk consisting of credit risk, liquidity risk and market risk. Market risk
consists of currency risk, interest rate risk and aluminium price risk.

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

Risk management framework

Risk management is carried out by management under policies approved by the Board of Directors.
Management identifies, evaluates and manages financial risk in close co-operation with the Board of Directors.
The Company's risk management program focuses on addressing the unpredictability of financial markets and
seeks to minimize potential adverse effects on the Company's financial performance. The Company
determines whether or not to use derivative financial instruments to hedge certain risk exposures if such
derivatives are available.

Credit risk

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

The Company’s exposure to credit risk is mainly against customers through power agreements, counterparties
in derivative hedge agreements and counterparties that keep the company's cash and cash equivalents.
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28. Credit risk, contd.

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

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

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

Exposure to credit risk

Exposure to credit risk at the reporting date was:
31.12.2020 31.12.2019

Trade and other receivables ..o 1.182.671 1.442.375
Cash restricted to EU grant PartNers ......ocveovveiieeiiie et 0 374.605
Cash and cash eqUIVAIENTS .....ooviiiiii e 1.522.482 974.573

2.705.153 2.791.553

Age debtor analysis and impairment

31.12.2020 31.12.2019
Gross value Impairment Gross value Impairment

NOt Past dUE .oovveeiieiiecc e 1.077.087 5.236 1.162.744 12.104
Past due 0-30days .ccccocvvevveeeeiieiiieeiee e 9.422 868 5.032 1.045
Past due 31 - 60 days .....ccooveververieicieneieees 2.612 510 2.453 707
Past due 61-90 days ....cccceeveeeiieireeiiieeree, 2.013 305 1.201 420
Past due more than 90 days .......ccccccevveennennnn. 36.047 24.847 79.115 61.490
1.127.181 31.767 1.250.546 75.767

2020 2019

Impairment balance at 1 JanUAry ..o 75.767 26.830
Changes dUring the YEAr ..o (31.908) 53.563
WL OFFS ettt (12.092) (4.626)
Impairment balance at 31 DECEMDBEN .....iiviiiiiiicieece e 31.767 75.767

Changes of impairment balance are largely in relation to credit collection from one customer.
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Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet obligations associated with financial
liabilities that are settled by delivering cash or another financial asset. The Company’s approach to managing
liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when
due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to
the Company’s reputation. At the year end 2020 the Company held cash and cash equivalents in the amount
of ISK 1,522 million (2019: 1,349 million). Furthermore, USD 73 million (ISK 9,286 million) were undrawn on

the capex facility and USD 10 million (ISK 1,272 million) were undrawn on the revolving facility.

Exposure to liquidity risk

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

31. December 2020

Within 1-5 5+ Total
Contractual cash flows 1 year years years
Loans and borrowings ........ccccoeeevveeeeineenennn, (355.155 (17.524.199) (108.049) (17.987.403)
Lease commitments ......ccooevvrevviiceeeieeeee, (8.329 (28.607) (248.166) (285.103)
Interest rate SWap ....cocccvveeveevieeiecieceeeeee (113.566 (244.774) 0 (358.340)
Trade and other payables ........cc.cccceevvieeennns (1.282.879 0 0 (1.282.879)

(1.759.929)  (17.797.580) (356.215)  (19.913.724)
31. December 2019

Within 1-5 5+ Total
Contractual cash flows 1year years years
Loans and bOrrowings ........cccceevveveveevieeneann, (8.090.094) (94.689) (151.445) (8.336.228)
Revolving credit facility .........cccooeeiviiiiiin, (3.208.658) 0 0 (3.208.658)
Lease commitments ......ccooevvveviiiieeeiieeee, (11.201) (30.642) (260.006) (301.849)
EU Brant cveooveiceiciece e (374.605) 0 0 (374.605)
Trade and other payables ........cc.cccoeeveieeennns (1.865.920) 0 0 (1.865.920)

(13.550.479) (125.331) (411.451) (14.087.261)
30. Market risk

31

Market risk is the risk that changes in foreign exchange rates, aluminum prices and interest rates will affect the
Company’s income or the value of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimizing return.

Interest rate risk

The majority of the Company's long-term borrowings carries floating interest rates. To mitigate this risk the
Company has entered into an interest rate swap which included brings the ratio of fixed interest on debt to
about 78% at the end of the year (2019: 0% fixed).

Fair value of interest rate swaps

2020 2019
Changes iN fair VAIUE ......c.iiiiii e (357.417) 0
Fair value of interest rate swaps at 31 December ........ccceovvveeieiciie e (357.417) 0

Fair value is based on brokers quote.
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31. Interest rate risk, contd.

Financial instruments with floating interest rates 2020 2019
FINGNCIAl @SSELS 1viiiviiciiiii ettt 1.522.482 1.349.178
FINANCial Habilities ..oocveiieie e (15.811.647)  (11.466.990)
INEEIEST FALE SWAP 1ottt e e e e e 12.721.000 0
(1.568.164)  (10.117.811)

Financial instruments with fixed interest rates
INTEIEST FATE SWADP vviiieiiiceie ettt (12.721.000) 0
(12.721.000) 0

Cash flow sensitivity analysis for floating interest rate instruments

An increase or decrease in interest rates of 100 basis points would increase (decrease) one years return by the
following amounts after tax. This analysis is based on the assumption that all other variables, in particular
foreign currency rates, remain constant. The analysis was performed on the same basis for the year 2019.

Profit or loss

100 bp 100 bp
31.12.2020 increase decrease
Financial instruments with floating interest rates .......ccccocvvevveeeiiicceccc e (12.545) 12.545
Cash flow sensitivity analysis, Net ......ccc.ooiiiiii i (12.545) 12.545
31.12.2019
Financial instruments with floating interest rates .......ccccocvvvevieeiiicceccec e, (80.942) 80.942
Cash flow sensitivity analysis, Net ......cc..ooiiiiiiiice e (80.942) 80.942

Fair value sensitivity analysis for changes in interest rates

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

2019.
Profit or loss

100 bp 100 bp
31.12.2020 increase decrease
Embedded derivative in power sales contract ..........cccoeevevieviieiicieiece e 33.028 (34.572)
INTEIEST FATE SWAD .viiviiiviicie ettt ettt ettt 323.988 (336.114)
TOTAL ettt 357.016 (370.686)
31.12.2019
Embedded derivative in power sales contract .........cccoeevviiviievie e 37.801 39.677
TOTAL ettt bbb 37.801 39.677
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32. Foreign exchange risk

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

The Company currently does not use forward contracts or other derivatives to hedge against foreign exchange
rate risk. However, the Company's revenue in USD mitigates risk from USD denominated debt.

Exposure to foreign exchange risk

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

follows:
31.12.2020 Assets Liabilities
EUR 143.205 4.222
(6] B I OO UP PP PP UPPPPPRPUPPPUPPPPPPPIRt 392.111 15.677.913
TP 252.992 0
788.308 15.682.135
31.12.2019 Assets Liabilities
EUR 681.546 11.672.465
USD ittt bbbttt 562.489 34.094
TP 0 244.442
1.244.035 11.951.001

Average exchange rate Year end exchange rate

Exchange rates against the ISK were: 2020 2019 2020 2019
EUR oo 154,52 137,68 156,10 136,21
USD e 135,27 122,94 127,21 121,39
JPY e 1,27 1,13 1,23 1,12

Sensitivity analysis

A 10 percent strengthening of the ISK against the following currencies at 31 December would have increased
(decreased) profit or loss after tax by the amounts shown below. This analysis assumes that all other variables,
in particular interest rates, remain constant. The analysis was performed on the same basis for 2019.

2020 2019
EUR oottt ettt (11.119) 879.274
USD ettt r et 1.222.864 (42.272)
IPY ettt (20.239) 19.555

A 10 percent weakening of the ISK against the above currencies at 31 December would have had the equal but
opposite effect on profit or loss after tax to the amounts shown above, on the basis that all other variables
remain constant.
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33.

34,

Aluminium price risk

In 2004 the Company signed a power sales agreement with Nordural on power supply until 2026. The
agreement is USD denominated and the power price is linked to the price of aluminum on the London Metal
Exchange (LME). At 31 December 2020 the Company had no hedges against changes in the price of
aluminium.

The power sales agreement with Nordural features embedded derivative, the value of which depends on the
futures price of aluminium. However, at the beginning of the agreements they have no value. As market value
is not available for these embedded derivative, generally accepted valuation methods are applied to
determine the fair value. The present value of cash flows over the remaining lifetime of the power contract is
calculated on the basis of the London Metal Exchange (LME) futures on the reporting date. From this number,
the present value of cash flows based on aluminium price assumptions on the date of the power agreements
is subtracted. The fair value change between reporting dates is recognized in the income statement.

Fair value of embedded derivatives is as follows:

2020 2019
Fair value of embedded derivatives at 1 January ......ccccocceeeeveeeveecie e (1.789.031) (1.542.022)
Changes in fair VAIUE . ....c.iiiiiice e 217.279 (247.010)
Fair value of embedded derivatives at 31 December ........ccccccceeevieeieeiiieene, (1.571.752) (1.789.031)
Interest rates used for determining fair value of embedded derivative ............ 0.5-1.4% 2.4-3.1%

Sensitivity analysis
A 10 percent increase or decrease of aluminium prices at 31 December would have increased (decreased)
profit or loss after tax by the amounts shown below. The analysis was performed on the same basis for 2019.

Profit or loss

2020 2019
[INCFEASE OF 106 ..t 898.062 929.757
DECIrEASE OF 10 ...vviiiiieceie ettt ettt ettt ettt (898.062) (929.757)

When calculating the present value of the embedded derivatives, the Company applies a discount rate based
on US risk free rates plus a risk spread.

Classification of financial instruments

Financial assets and liabilities are classified as follows:

Financial assets 31.12.2020 31.12.2019
Financial assets recognised at amortised COSt ......cc.ovvviiiiiiiiieiiiccieece e 2.705.153 2.791.553
Financial assets at fair value through profit or loss ......cccccceeevviiiiiiiiiiiice 11.075 27.225
2.716.228 2.818.778
Financial liabilities 31.12.2020 31.12.2019
Financial liabilities at fair value through profit or loss ........ccocoevviivveiiiiecee. 1.929.169 1.789.031
Financial liabilities measured at amortized COSt .......coooiviiiiiiiici e, 17.193.262 13.809.503

19.122.430 15.598.535
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35.

36.

Fair value

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

31.12.2020 31.12.2019
Carrying Fair value Carrying Fair value
amount amount
Int. bearing long-term debt (level 3) ............. 15.811.648 15.811.648 8.277.843 8.277.843
Revolving Credit Facility .........ccceeeveiiivienneens 0 0 3.189.146 3.189.146

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

Interest rates used for determining fair value:

2020 2019
Euribor
Interest-bearing long-term foreign debt ..o 1,75%-2,5% +315 bps

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

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

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

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

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

Level 1 Level 2 Level 3 Total
31 December 2020
Operating assets .ovvvvvviieiiiiiieeee e, 0 0 46.231.460 46.231.460
Embedded derivatives ..........cccoovvvviiiiiennnnn. 0 (1.571.752) 0 (1.571.752)
Other derivatives .......ccceoeeeeviecceeeeceee 0 (357.417) 0 (357.417)
Investments in other companies ................... 0 0 11.075 11.075
TOtAl viciici it 0 (1.929.169) 46.231.460 44.313.366

31 December 2019

Operating assets ......ccoovvvveeiiiiee e 0 0 42.627.538 42.627.538

Embedded derivatives ..........ccccoevveeiiiiennnnnn. 0 (1.789.031) 0 (1.789.031)

Investments in other companies ................... 0 0 27.075 27.075
0

(1.789.031) 42.654.613 40.865.582

Capital management
The Board's policy is to maintain a strong capital base to sustain future development of the business.
The Company's Board of Directors seeks to maintain a balance between the higher returns that might be

possible with higher levels of borrowings and the advantages and security afforded by lower levels of
borrowings. The equity ratio was 56.6% at year end 2020 (2019: 63.9%).
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37.

38.

39.

Related parties

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

The Company did not make any sales to shareholders in the years 2020 and 2019. The Company bought
services from shareholders in 2020 for the amount of ISK 16 million (2019: ISK 0 million).

The Company purchased goods and services from associate companies in the amount of ISK 16 million in the
year 2020 (2019: ISK 11 million).

In 2020 HS Orka provided a loan to VesturVerk ehf. for the amount of ISK 50 million. Qutstanding loan
principle and accrued interest at the end of the year is ISK 85 million (2019: ISK 30 million).

HS Orka owns 33% of the shares of Heimsping ehf. founded in 2018 with the sole purpose to host the World
Geothermal Congress in Iceland 2020. The congress was postponed due to uncertainty in relation to Covid 19.
Aloan to Heimsping ehf. of the amount of ISK 17 million is included in the allowance for bad debt in 2020.

Research grants

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

The DEEPEGS project was a four year project, that ended in April 2020, administered by HS Orka, in
cooperation with other partners from Iceland, France, Germany, Italy and Norway. HS Orka was compensated
for administering the grant, and was responsible for distributing funds to partners responsible for their own
projects and reporting performance to the EU. HS Orka has no responsibility for the results of the partners,
only the results of its own drilling program.

Subsequent events

On the 24th of February, Department of Civil Protection and Emergency Management, in consultation with
the Icelandic Meteorological Office, decided to raise the Civil Protection Crisis Level within the Reykjanes
peninsula and Arnessysla, to Alert Phase, due to cluster of earthquakes in Reykjanes which started the same
day. The largest earthquake was measured to be M5.7. Since then, the activity has been related to magma
dike at shallow depth within the crust. This has induced extensive earthquake activity at the Reykjanes
Peninsula. On 19th of March, an eruption started within Geldingadalir, about 8 km from Svartsengi. The first
estimate for the eruption is that it is very small and will not cause any damage to any infrastructure. The
activity however is still ongoing and the progress is monitored very closely, but the activity has neither
affected the safety of HS Orka’s employees nor any of the resources the Company utilizes. To the best of our
knowledge only minor damages on properties have been detected and are considered immaterial. The
Company has property damage insurance in place including machinery breakdown and business interruption
cover with no exclusions to seismic activity.
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Legislation and corporate governance

The Company complies in all main respects to the Private Limited Companies Act (Act No 2/1995), as amended, the
Annual Accounts Act (Act No 3/2006), and other applicable legislation and regulations. The Board of Directors of HS
Orka hf. stresses the importance of maintaining good management practices. The Company’s articles of
association, last reviewed on 29 October 2020, lay down the framework for the governance of the Company,
together with the Board’s rules of procedure.

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

Internal control and risk management

To ensure that the Company’s financial statements are in accordance with generally accepted accounting practice,
the Company has focused on well-defined areas of responsibility, proper segregation of duties, regular reporting
and transparency in its activities. The process of monthly reporting and reviews is an important part of monitoring
financial performance and other key performance indicators.

The Board of Directors, according to its rules of procedure, defines the risk factors that the Company must address,
including the nature and extent thereof. It also defines remedial action for the risks in question. In addition, the
Board verifies the effectiveness of internal control and risk management.

The main role of the of HS Orka’s Audit Committee, in accordance with its rules of procedure, is to ensure the
quality of financial statements and other financial information and the independence of auditors.

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

The Board of Directors and sub-committees of the Board

According to the Company’s Articles of Association the Company is managed by:

Shareholders meetings
The Board of Directors

The Chief Executive Officer

The ultimate authority in all affairs of the Company, within the limits established by the Company’s articles of
association and statutory law, lies with the statutory shareholder meetings. The ultimate beneficial owners (UBO)
of HS Orka are Ancala Partners and Jardvarmi slhf., each holding 50% of the shares.

No diversity policy has yet been implemented. The aim is to implement such a policy in the course of 2021.
Although no diversity policy is currently in place, the Company’s team has varied background, knowledge,
experience, and abilities. The Board of Directors is gender-balanced, with four members from various countries,
with wide-raging educational and professional backgrounds. The members of the Executive Board are experts in
their specialised fields, with various educational backgrounds. Three out of the eight members are women.
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The Board of Directors

The Board of Directors is the supreme authority in the affairs of the Company within the limits established by law,
the articles of association, and the Shareholders’” Agreement.

The Board consists of four members — who are elected at the Annual General Meeting for a term of one year —and
is responsible for the affairs of the Company. The Board of Directors operates in accordance with the Company’s
articles of association and the Board’s rules of procedures.

The Board’s main roles and duties are as follows:

a. Entering into a contract of employment with the CEO and supervise his work.

b. Responsibility for long-term strategy.

c. Supervising all aspects of the Company’s operations and ensuring that the Company’s organisation and
activities are always in good and proper order. The Board ensures adequate supervision of accounting and
disposal of the Company’s financial assets and, at least once a year, ratifies the Company’s operating plan
and budget.

d. Defining, at least once a year, the risk factors that the Company must address, including the nature and
extent thereof. It also defines remedial action for the risks in question. In addition, the Board regularly
verifies the effectiveness of internal control and risk management. It ensures that employees can report
failures to prevent risk and incidents in the Company’s operations without any kind of detrimental effect to
their employment.

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

Representation of women and men on the board in 2020 is equal. The members o f HS Orka’s Board of Directors
are: Mr Adrian Pike (Chairman), Mr Bjarni Pérdur Bjarnason (Vice Chairman), Ms Heike Bergmann and Ms Ingunn
Agnes Kro.

Mr. Adrian Pike, Chairman of the board, lives in Reading, United Kingdom. He holds degrees in electrical
engineering and management. He has experience in the utility and energy infrastructure sectors and was the
founder and Chief Executive Officer of Anesco Ltd. Adrian is also the founder and Chairman of InstaVolt a rapid EV
network.

Mr. Bjarni Pérdur Bjarnason lives in Reykjavik, Iceland. He holds a degree in Mechanical Engineering from the
University of Iceland and Business Administration from SMU Cox School of Business and a certified securities
broker. Bjarni has experience in corporate finance, a board member in various companies, and an assistant
manager and head of Corporate finance department. Bjarni is a founder and deputy CEO of Arctica Finance hf.

Ms. Heike Bergmann lives in Heidenheim An Der Brenz, Germany. She holds a degree in master of Business
Administration and Electrical Engineering, from the Technische Universitat Darmstad. Heike has experience in sales
and marketing in the utility and energy infrastructure sectors. Heike is Senior Vice President Sales Africa at Voith
Hydro Holding GmbH & Co.

Ms. Ingunn Agnes Kro lives in Reykjavik, Iceland. She holds a master's degree in law and in Business Administration
of University of Iceland and is certified court attorney and securities broker. Ingunn has experience as a chief legal
officer and as a chief administration and communication officer. Ingunn is a General Manager at Jardvarmi slhf.

In the course of 2020, the Board of Directors held 26 meetings.
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Audit Committe

The Audit Committee (AC) is a sub-committee of the Company’s Board of Directors and is appointed by and
operates under the authority of the Board. The establishment of an AC does not detract from the responsibilities
of the Board or relieve it of any liability. Each Board Member must have an overview of the matters addressed by
the Committee.

The Audit Committee consists of three members, one appointed by each of the two shareholders and one
independent member.

The Audit Committee operates in accordance with its rules of procedure, last reviewed on 29 October 2020. The
Committee is responsible for reviewing and assessing the quality of the financial information received from
management and provide oversight of the audit process. The Committee ensures that the information given to the
Board on the Company’s operations, status and future prospects are reliable and give the clearest possible picture
of the Company’s position at any given time.

The Committee’s key activities and tasks are to:

a. Monitor working processes in the preparation of financial statements, the corporate governance statement
and non-financial information;

b. Review the post-audit management letter together with the management’s response and follow up on
mitigating action with the management;

c. Assess management reports on the Company’s finances;

d. Monitor the arrangement and efficiency of the Company’s internal controls, internal auditing (where
applicable), risk management (including responses to risks) and follow up on remedies to shortcomings
identified during internal controls;

e. Monitor the auditing of the Company’s annual financial statements and consolidated financial statements,
including reviewing and challenging where necessary;

f. Assess and manage the work of the Company’s auditors and review their findings.

The Audit Committee consists of three members, one appointed by each shareholder and one independent
member. The members are Ms Hildur Arnadéttir (Chairman and independent), Mr Ashley Hough and Ms Ingunn
Agnes Kro.

In the course of 2020, the Audit Committee held seven meetings.

The Remuneration Committee

The Remuneration Committee (RC) is a sub-committee of the Company’s Board of Directors and operates under
the authority of the Board. The establishment of a RC does not detract from the responsibilities of the Board or
relieve it of any liability. Each Board Member must have an overview of the matters addressed by the Committee.

The Remuneration Committee operates in accordance with its rules of procedure, last reviewed on 29 October
2020, and consists of two members, one appointed by each shareholder.

The Remuneration Committee assists the Board in ensuring that compensation arrangements support the
Company’s strategic aims and enable the recruitment, motivation and retention of senior executives, while also
complying with legal requirements.
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The Remuneration Committee, contd.

The Committee’s key activities and tasks are to:

a. Prepare and submit to the Board of Directors a draft policy on the remuneration of the Board of Directors,
CEO and the executive management and monitor execution of that policy;

b. Collect specific information and present it to the AGM, to enable the shareholders to fully understand the
structure of the employment terms of the Board of Directors, the CEO and other managers;

c. Monitor compliance of wages and other employment terms with the laws, regulations and best practices in
place at any given time, prepare the Board’s decisions on salary and other remuneration of the CEO, and
present to the Board of Directors a draft proposal to the AMG regarding the remuneration of Board and
Committee members and the auditors.

The Remuneration Committee consist of two members appointed by each shareholder. The members are Mr.
Adrian Pike and Ms. Ingunn Agnes Kro.

In the course of 2020, the Remuneration Committee held six meetings.

The Chief Executive Officer

The CEO is appointed by the Board of Directors and is in charge of the Company’s daily operations. He is
responsible for the Company’s accounts, recruitment of staff. He is obliged to follow Board policies and
instructions and to provide the Board of Directors and Company auditors with any information pertaining to the
Company’s operations which they may request and which may be required by law. The CEO represents the
Company in all matters relating to its normal operations. Normal operations do not include measures that are
unusual or extraordinary. The CEO may only take such measures if specifically authorised to do so by the Board,
unless it is impossible to wait for Board’s decision without substantial disadvantage to the Company’s obligations.
In such an event, the CEO must inform the Board of any action taken without delay.

The CEO of HS Orka hf. is Mr Témas Mar Sigurdsson.

The Executive Board

The Company’s Executive Board consists of eight members and is responsible for strategic planning and decision
making according to the mission, vision and values of the Company as laid down by the Board of Directors. The
Executive Board reports directly to the CEO and support the CEO in the daily operations. The members have
various backgrounds, specialising in various fields, and three out of the eight members are women.

Financial Statements of HS Orka hf. 2020 43



Non financial reporting, unaudited

Business model, materiality and stakeholders

HS Orka is an energy company owned (Ultimate beneficial owner) 50% by Ancala Partners and 50% by Jardvarmi, a
dedicated investment vehicle owned by several Icelandic pension funds. HS Orka owns and operates over 170 MW
of electrical power production capacity, in addition to a 10 MW hydropower plant commissioned in 2020. The
Company also purchases power from other power producers in Iceland. Produced and procured power is sold to
households, private and publicly owned companies as well as to power retailers. HS Orka also produces hot water
for heating and cold, potable water for sales to a distribution company which delivers the products to neighbouring
communities. Most of the households that purchase power from HS Orka are legacy customers of the Company.
Furthermore, HS Orka produces geothermal by products, such as brine and steam, which it delivers and sells to
companies in the Resource Park located in the vicinity of its geothermal power plants.

In 2020, HS Orka launched a review of its main threats, opportunities, strengths and weaknesses and embarked
upon identifying its most important stakeholders. This work will continue in 2021, but some findings are already
having an impact on operations.

Since the condition and utilisation of the geothermal resource has a material impact on HS Orka’s performance,
the Company has stepped up its efforts to build knowledge on the resource and the sustainable use thereof. This
also assists the Company in monitoring one of its major risks, i.e., seismic and volcanic activity in the vicinity of its
power plants.

The ageing of a portion of the facility in Svartsengi has prompted the Company to escalate its condition monitoring
and preventive maintenance and to launch a study on updating a portion of its power plant in Svartsengi.

The sale of multiple resource streams is a material opportunity for HS Orka and, in order to capture it, the
Company has stepped up its operations at the Resource Park with the goal of adding more companies as direct
customers.

Iceland’s new national CO2 emission reduction plan has compelled HS Orka to identify and implement ways of
reducing its emissions to contribute to its share of the emission sharing regulation.

The communities in close proximity to HS Orka’s power stations are some of the Company’s most important
stakeholders — not only because HS Orka is an infrastructure company supplying heat, water and electricity but also
as a neighbour with great responsibility in sustainably harnessing natural resources while protecting the
environment. Furthermore, HS Orka is a major employer in the region with 40% of HS Orka’s employees living
within 30 km of its power plants.

In the first half of 2020, escalation in geological activity in the region necessitated a greater flow of timely
information to HS Orka’s neighbours regarding its risk assessments and mitigation plans. HS Orka responded by
participating in various meetings in the community.

Otherwise, the HS Orka management systems described below are the vehicles used by the Company to fulfil its
obligations to monitor and inform communities in terms of quality, environment and sustainable operations.
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Sustainability and social responsibility — policy and focus
Management systems

A great deal of effort has been spent in recent years on the development and adoption of a quality management
system that complies with ISO 9001, for which HS Orka received certification in 2015. In 2018, HS Orka received
ISO 14001 certification, the leading environmental management standard and OHSAS 18001 certification, the
British Occupational Health and Safety Management standard. In 2020, HS Orka received an upgrade of its OHSAS
18001 certification to ISO 45001.

In 2020, the Company launched a project to embed process thinking in all aspects of its operations. Management is
already committed to this, but the project is a multi-year transition as engagement of all employees is needed for it
to succeed.

A second target of the project, in addition to driving the Company along defined processes, is to strengthen the
culture of continuous improvement. This will, together with certified management systems to manage policies,
objectives and procedures, cement the reliability of the business and ensure that internal and external
requirements are met.

Natural Resource

HS Orka has been entrusted with a natural resource that is imperative to create flourishing communities. The
Company’s role is to consistently endeavour to maximise the yield and value of the resource in a sustainable,
responsible and efficient manner. Diverse utilisation of resources where all products are fully utilised is the future
of geothermal industry.

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

HS Orka is in compliance with all legal and regulatory requirements set out by the National Energy Authority of
Iceland.

Social responsibility

Work on the implementation of the Global Reporting Initiative (GRI) Standards started in 2020 and will continue in
2021. The standards offer an interrelated structure and describes the global best practice for reporting on a range
of economic, environmental and social impacts. The standards also serve as a guide for goal setting, change
management and performance measurement within the scope of sustainable operations.

HS Orka has a policy of backing its local communities by supporting social projects and activities. The specific items
supported very from year of year depending on external factors. The Company supports various charities
depending on need and is a strong backer of most sports and sport teams in its local communities.

Indicator: The total amount of sponsorships amounted to ISK 5.5 million, somewhat lower than previous years,
mainly attributable to lower demand related to COVID-19 restrictions (2019: ISK 21.5 million).
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Non financial reporting, unaudited

Sustainability and social responsibility — policy and focus, contd.
Risk Management

HS Orka follows a formal risk management process to identify and control the Company’s main risk.
Implementation of pre-risk assessments will take place in 2021, where processes such as Take 5 and Critical Risk
Control will be implemented. The objective of the processes is to map all key risk factors and take appropriated
action, with the aim of reducing the occurrence of undesirable events and their potential impact on health, safety
and the environment (HSE).

Indicator: Finalise contingency plans for all major risks.
Indicator: 1ISO 9001, 45001 and 14001 were maintained (2019: maintained certification).

Key performance indicators

Implementation of the Global Reporting Initiative (GRI) standard and open discussion with stakeholders will better
equip the Company to evaluate its key performance indicators as regards non-financial disclosures. Work has
already begun with the aim of providing relevant information in 2021.

Environment

HS Orka has an operating permit from health authorities and is compliant with the applicable environmental laws
and regulations. HS Orka has an ISO 14001 certified environmental management system. The organisation works
towards fulfilling its Environmental Policy with preventive and reduction measures as regards the environmental
aspects of its operations. One key objective of the organisation is to avoid the occurrence of environmental
accidents in HS Orka’s operations.

Indicator: ISO 14001 certification was maintained. No environmental accidents occurred (2019: maintained
certification).

Action needs to be taken to slow the pace of global warming and regain climate stability. HS Orka is working on a
climate strategy to reach its goal of carbon neutrality in 2040. The goal is to achieve 25 g CO2/kWh in 2030 and net
zero emissions in 2040.

Indicator: Emissions 42 g CO2/kWh in 2020 (2019: 43 g CO2/kWh). In 2020, direct emissions were 95,800 tonnes
of CO2 and indirect emissions were 24 tonnes of CO2 (2019: 75,000 tonnes and 51,000 tonnes respectively).

HS Orka has actively increased the share of electric and plug-in hybrid vehicles in its fleet since 2015 and the
objective is to reach 100% eco-friendlier vehicles in 2030. The organisation thus participates in the transition to
clean energy.

Indicator: Share of eco-friendlier vehicles — 63% in 2020 (2019: 44%).

Indirect emissions, such as waste management and corporate flights resulting from the Company operations fell by
50%, as a result of COVID-19. Of this, emissions from waste fell by 16% thanks to increased sorting efforts. The goal
is to sort 95% of waste by 2030. As a mitigation effort, wetland in Iceland was restored. Wetland restoration stops
emissions from the area and leads to an increase in biodiversity.

Indicator: Waste sorting —84% in 2020 (2019: 80%).

Financial Statements of HS Orka hf. 2020 46



Non financial reporting, unaudited

Human resources and human rights
Human resources

The HS Orka Values (Dedication — Vision — Integrity) set the course for HS Orka and its employees. The Company's
operations require a great degree of expertise and its sustainable growth and successful innovation is therefore
highly dependent upon recruiting the right staff and avoiding the risk of losing them in a highly competitive market.
This is done by creating and maintaining an attractive workplace with clear values, paying special attention to
company culture.

HS Orka’s aim is to attract and retain excellent employees who are dedicated to working under the values. HS
Orka’s human resources policy ensures that the workplace combines professional knowledge, know-how, excellent
service, positive working spirit and mutual respect. The policy was drafted in cooperation with employees and is
revised regularly, most recently 20 May 2020. HS Orka also has a clear gender policy as part of in its equal
opportunities policy, in place as required by Act No 10/2008. HS Orka’s Board of Directors consists of four
members — two men and two women — and its Executive Board consists of eight members — five men and three
women.

Indicator: At the end of 2020, the ratio of female workers at HS Orka was 19% (2019: 12%).

In 2018, HS Orka received certification for its Equal Pay Management System — ST 85:2012. Companies and
institutions with more than 250 employees were required to obtain certification by the end of 2018, but HS Orka
decided to move for certification right away, even though it was not obliged to do so until the end of 2021.

Indicator: HS Orka maintained certification of IST 85:2012 in the BSI audit in 2020 (maintained in 2019).

The Company policies focus on employees’ opportunity to grow and prosper in a positive and healthy working
environment with a great team and ambition. This is further achieved by focusing on career development, training,
wages and terms of employment, and reconciliation of family and working life. HS Orka is certified according to the
ISO 45001 Occupational Health and Safety standard, which requires continuous improvement of health and safety
matters. The Company have launched policies, rules and frameworks regarding safety and health, victimisation,
and employee behaviour and performance of work for the benefit of the employer. The Company has policy of
zero harm injury and registers all incidents and keeps records on accidents and absence due to illness. In 2020,
there was one lost time incident and the employee has fully recovered.

Indicator: HS Orka maintained ISO 45001 certification in the BSI audit in 2020 (2019: maintained certification).

Human rights

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

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

HS Orka er orkufyrirtaeki & islandi i einkaeigu og starfraekir jardvarmavirkjanir med uppsett afl um 170MW, auk 10
MW vatnsaflsvirkjunar sem tekin var i notkun arid 2020. Félagid selur rafmagn til heimila og fyrirtaekja & 6llu
landinu sem og til orkufreks idnadar. HS Orka framleidir einnig heitt vatn til hushitunar og kalt neysluvatn sem selt
er til dreifingaradila sem afhenda voruna afram til naerliggjandi samfélaga. Jafnframt framleidir HS Orka ymsar
afurdir s.s. jardsjé og gufu, sem félagid afhendir og selur, sem og rafmagn og heitt og kalt vatn til fyrirtaekja i
Audlindagardinum sem stadsettur er i nagrenni vid jardvarmavirkjanir félagsins.

Arsreikningur HS Orku hf. (,félagid“ eda ,HS Orka“) fyrir arid 2020 er gerdur { samraemi vid alpjédlega
reikningsskilastadla (IFRS) eins og peir hafa verid stadfestir af Evrépusambandinu og islenskar vidbdtarkrofur um

upplysingagjof.
Starfsemi arsins 2020

Rekstrartekjur félagsins ndmu 8.614 millj. kr. & arinu 2020 og hagnadur arsins 1.118 millj. kr. Heildarafkoma arsins
nam 971 millj. kr. [ lok ars 2020 ndmu heildareignir félagsins 56.479 millj. kr. Eigid fé { arslok 2020 nam 31.909 millj.
kr. eda 56,5% af heildareignum. Visad er til eiginfjaryfirlits um breytingar a eigin fé 4 arinu.

Pann 26. febrdar 2020 tryggdi HS Orka sér 210 milljéona dollara fjarmégnun, jafnvirdi um 27 milljarda kréna, fra
hopi evrépskra banka. Andvirdid var ad hluta til nytt til endurfjarmdgnunar eldri 1dna en verdur einnig nytt til
byggingar nyrra orkuvera.

30 MW staekkun orkuversins & Reykjanesi, REY 4, hefur verid i préun frd drinu 2009. Stjorn félagsins sampykkti
verkefnid i lok 4rs 2020 og hofst bygging virkjunarhuss i jantar 2021. Asetlad er ad rekstur muni hefjast 4 fyrsta
arsfjérdungi 2023.

Onnur verkefni i préun & Reykjanesskaga eru Eldvérp, Trolladyngja og Krysuvik, sem er gjofult jardhitasveedi og
framtiGaruppspretta 4 heitu vatni fyrir hofudborgarsveedid.

COVID-19 heimsfaraldurinn hafdi éveruleg ahrif 4 rekstrarafkomu félagsins. Vidskipta- og verkefnadzetlanir voru
endurskodadadar og endurmetnar innan arsins. Rekstrartekjur voru litillega leegri en gert var rad fyrir og adeins
leegri en a fyrra ari.

HS Orka hefur fylgst vel med framvindu COVID-19 faraldursins og gripid til radstafana til ad tryggja Oryggi
starfsmanna sinna og ldgmarka skadleg ahrif faraldursins @ starfsemina. Félaginu er ekki kunnugt um nein
meirihattar ahrif a8 starfsemina til skemmri eda lengri tima, hvorki & rekstur, fjdrhagslega afkomu eda starfsfolk. Enn
er til stadar dvissa um hver hagraen heildarahrif faraldursins verda & islandi og hvort ahrifin 4 félagid verdi einhver.
HS Orka nytti sér ekki opinber Urraedi sem budust vegna COVID-19 fyrir utan ad fresta pvi sem nam helmingi af
greidslu 4 stadgreidslu launamanna og tryggingagjaldi i mars 2020 til jandar 2021. Hér var & ferdinni almennt
Urrzaedi stjérnvalda til handa 6llum félogum vegna hagraenna ahrifa faraldursins.

Auknar jar8hrzeringar & starfssveedi HS Orku & fyrri hluta ars 2020 leiddu til pess ad naudsynlegt var ad auka
upplysingagjof um dhaettumat og moétvaegisdzetlanir. HS Orka brdst vid med pvi ad taka patt i fjolmoérgum fundum i
naersamfélaginu. Pessar auknu jardhraeringar hofdu hvorki neikvaed ahrif & eignir né rekstur HS Orku.

Stjérn félagsins mun leggja til ad ardur verdi greiddur til hluthafa vegna rekstrararsins 2020. Vegna bpeirrar ovissu
sem uppi er vegna COVID-19 heimsfaraldursins, jardskjalfta og eldgosa a Reykjanesskaga, mun endanleg tillaga
stjérnar um fjarhaed og fyrirkomulag ardgreidslu verda dkvedin og 16gd fyrir hluthafa til sampykkis & hluthafafundi.
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Skyrsla og aritun stjornar og forstjora, frh.

Hlutafé og sampykktir

A hluthafafundi pann 19. febrdar 2020 var tillaga stjdrnar, byggd & 43. gr. laga um hlutafélég nr. 2/1995, um
hakkun hlutafjar félagsins um 4.000.000 kr. sampykkt med Utgafu jofnunarhlutabréfa, nanar tiltekid ur 4.091.960
kr.18.091.960 kr.

A hluthafafundi pann 2. juli 2020 var tillaga stjérnar, byggd 4 55. gr. laga um hlutafélég, um ad laekka hlutafé um
498.464 hluti sampykkt. Hlutfé félagsins var leekkad i samraemi vid 2. tl. 2. mgr. 51. gr. laga um hlutafélog med
greidslu i reidufé til hluthafa ad fjarhad 25 milljonir Bandarikjadala (jafnvirdi 3.472 milljona kréna). Hlutafé var
lekkad um 498.464 kr. ad nafnvirdi eda 498.464 hluti og var eftir laekkunina 7.593.496 kr.

A hluthafafundi pann 29. oktéber 2020 var tillaga stjérnar, byggd & 55. gr. laga um hlutaféldég, um heimild til kaupa
a eigin bréfum félagsins ad nafnvirdi 299.488 kr. med samsvarandi laekkun hlutafjar sampykkt. Hlutafé félagsins var
lekkad i samraemi vid 2. tolul. 2. mgr. 51. gr. laga um hlutafélég med greidslu i reidufé til hluthafa ad fjarhaed 15
milljénir Bandarikjadala (jafnvirdi 2.086 milljona kréna). Hlutafé var laekkad um 299.488 kr. ad nafnvirdi eda
299.488 hluti og var eftir laekkunina 7.294.008 kr.

{ lok ars 2020 voru hluthafar tveir og breyttist fjoldi peirra ekki fra fyrra ari. Endanlegir eigendur eru Jardvarmi slhf.
og sjédir i styringu hja Ancala Partners LLP. Eignarhlutur hvors um sig er 50%.

Stjérnarhaettir

HS Orka hf. er hlutafélag sem starfar i samraemi vid 16g um hlutafélog nr. 2/1995. Rammi um stjérnarheetti hja
félaginu er grundvalladur 4 16gum, sampykktum hluthafa, sampykktum félagsins og verklagsreglum sem gilda um
stjérn og undirnefndir stjornar. Félaginu er stjornad af hluthéfum, stjérn og forstjéra. Frekari upplysingar um
stjérnarhaetti félagsins er ad finna i stjérnarhattayfirlysingu sem finna ma i vidauka vid arsreikninginn.

Haldnir voru 26 stjérnarfundir & drinu 2020, sjo fundir i endurskodunarnefnd og sex fundir i starfskjaranefnd. |
stjorn félagsins eru fjorir einstaklingar og er hlutfall karla og kvenna jafnt. Atta einstaklingar satu f
framkveemdastjérn félagsins & arinu 2020, fimm karlar og prjar konur. | &rslok 2020 voru konur 19% af
starfsmdnnum HS Orku.

HS Orka fylgir formlegu aheettustyringarferli pegar kemur ad pvi ad greina og styra helstu ahaettum sem félagid
stendur frammi fyrir. Nytt dahaettumat mun fara fram & arinu 2021 og nyir ferlar innleiddir. Markmidid er ad
kortleggja alla lykildhaettupeetti og gera videigandi radstafanir med pad ad markmidi ad feekka oOaeskilegum
atburdum og mogulegum ahrifum peirra a heilsu, oryggi, umhverfi og adra peetti. Verulegar endurbaetur hafa att
sér stad er vardar netdryggi og stefna um upplysingadryggi er i sifelldri endurskodun. A drinu 2020 var sett &
laggirnar nefnd um upplysingatryggi | samraemi vid aherslur fyrirtaekisins um ad baeta upplysingadryggi og eftirlit
med pvi.

Upplysingar sem tengjast fjarhagslegri ahaettustyringu er ad finna i skyringu 27.

Ofjarhagslegar upplysingar

Umfram pad sem hér kemur fram er visad til kafla med d&fjarhagslegum upplysingum aftast i arsreikningnum.
Félagid starfar i samraemi vid |6g um hlutafélog nr. 2/1995, med siBari breytingum, 16g um éarsreikninga nr. 3/2006
og onnur videigandi 16g og reglugerdir.

Arsreikningur HS Orku hf. 2020 3 Fjdrhaedir eru i pus. kr.



Skyrsla og aritun stjornar og forstjora, frh.

Yfirlysing stjornar og forstjéra

Samkvaemt bestu vitneskju stjérnar og forstjéra er arsreikningur félagsins i samreemi vid alpjédlega
reikningsskilastadla eins og peir hafa verid stadfestir af Evrépusambandinu og islenskar vidbotarkrofur um
upplysingagjof og er pad alit stjérnar og forstjéra ad arsreikningurinn gefi glégga mynd af eignum, skuldum og
fjarhagsstodu 31. desember 2020 dsamt rekstrarafkomu félagsins og breytingu & handbaeru fé a arinu 2020.

Jafnframt er pad alit stjérnar og forstjéra ad arsreikningurinn og skyrsla stjérnar geymi gloggt yfirlit um préun og
arangur i rekstri félagsins, stodu pess og lysi helstu dhaettupattum og dvissu sem félagid byr vid.

Stjorn og forstjéri HS Orku hf. hafa yfirfarid arsreikning félagsins fyrir arid 2020 og stadfest hann med undirritun
sinni. Stjérn og forstjori munu leggja arsreikninginn fram til sampykktar @ adalfundi félagsins pann 7. april 2021.

Svartsengi, 25. mars 2021

Stjérn

Adrian Pike Bjarni Pérdur Bjarnason
Stjornarformadur

Ingunn Agnes Kro Heike Bergmann
Forstjori

Témas Mar Sigurdsson
Forstjori
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Aritun 6hads endurskodanda

Til stjérnar og hluthafa HS Orku hf.

Aritun um endurskodun &rsreikningsins
Alit

Vid hofum endurskodad arsreikning HS Orku hf. fyrir arid 2020 sem hefur ad geyma yfirlit um heildarafkomu,
efnahagsreikning, eiginfjaryfirlit, sjodstreymisyfirlit, upplysingar um mikilveegar reikningsskilaadferdir og adrar
skyringar.

Pad er dlit okkar ad arsreikningurinn gefi glogga mynd af fjarhagsstodu HS Orku 31. desember 2020 og afkomu
félagsins og breytingu 4 handbaeru fé 4 arinu 2020, i samraemi vid alpjédlega reikningsskilastadla eins og peir hafa
verid stadfestir af Evropusambandinu og vidbotarkrofur sem fram koma i l6gum nr. 3/2006 um arsreikninga.

Grundvéllur alits

Vid endurskodudum i samraemi vid alpjédlega endurskodunarstadla. Abyrgd okkar samkvaemt stédlunum er lyst
frekar i kaflanum Abyrgd endurskodanda ¢ endurskodun drsreikningsins i arituninni. Vid erum 6had félaginu i
samraemi vid gildandi sidareglur fyrir endurskodendur. Vid teljum ad vid héfum aflad naegilegra og videigandi
endurskodunargagna til ad byggja alit okkar 4.

Abyrgd stjérnar og forstjéra & arsreikningnum

Stjorn og forstjori eru abyrg fyrir gerd og gloggri framsetningu arsreikningsins i samraemi vid alpjédlega
reikningsskilastadla eins og peir hafa verid stadfestir af Evrépusambandinu og vidbotarkrofur um upplysingagjof
samkvaemt l6gum nr. 3/2006 um arsreikninga og fyrir pvi innra eftirliti sem pau telja naudsynlegt til ad gera peim
kleift ad setja fram arsreikning sem er an verulegra annmarka, hvort sem er vegna sviksemi eda mistaka.

Vid gerd arsreikningsins ber stjorn og forstjora ad leggja mat a rekstarhaefi félagsins og upplysa, eftir pvi sem vid 3,
um peetti er varda rekstrarhaefi og mida grundvoll reikningsskilanna vid dframhaldandi rekstrarhaefi, nema pau aetli
annad hvort ad leysa félagid upp eda haetta starfsemi pess, eda hafa engan annan raunhaefan kost en ad gera pad.

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

Abyrgd endurskodanda & endurskodun arsreikningsins

Markmid okkar eru ad 68last hafilega vissu um hvort arsreikningurinn i heild sé an verulegra annmarka, hvort sem
er vegna sviksemi eda mistaka, og ad gefa Ut aritun endurskodanda sem inniheldur &lit okkar. [ haefilegri vissu felst
areidanleiki en ekki trygging fyrir pvi ad endurskodun i samraemi vid alpjodlega endurskodunarstadla muni alltaf
leida i ljos verulega annmarka ef peir eru fyrir hendi. Annmarkar geta komid fram vegna sviksemi eda mistaka og
eru taldir verulegir ef peir einir og sér eda samanlagt geetu haft ahrif & efnahagslegar akvardanir sem notendur
arsreikningsins taka a grundvelli hans.
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Aritun 6hads endurskodanda, frh.

Abyrgd endurskodanda a endurskodun arsreikningsins, frh.

Vid endurskodun i samraemi vid alpjodlega endurskodunarstadla beitum vid dvallt faglegri démgreind og vidhéfum
faglega gagnryni. Ad auki:

e Greinum vid og metum heettu & verulegri skekkju arsreikningnum, hvort sem er vegna sviksemi eda mistaka,
skipuleggjum og framkveemum endurskodunaradgerdir til ad bregdast vid peirri heettu og oflum
endurskodunargagna sem eru naegjanleg og videigandi til ad byggja alit okkar 4. Heettan & ad uppgodtva ekki
verulega skekkju vegna sviksemi er meiri en ad uppgotva ekki skekkju vegna mistaka, par sem sviksemi getur
falid i sér samsazeri, félsun, ad einhverju sé viljandi sleppt, villandi framsetningu eda ad farid sé framhja innra

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

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

e Alyktum vid um hvort notkun stjérnenda & forsendu reikningsskilanna um rekstrarhaefi sé videigandi og
metum, & grundvelli endurskodunarinnar, hvort adstaedur séu til stadar sem valdid geetu verulegum vafa um
rekstrarheefi félagsins. Ef vid teljum ad verulegur vafi leiki @ rekstrarheaefi ber okkur, i dritun okkar, ad vekja
sérstaka athygli 4 videigandi skyringum arsreikningsins eda, ef slikar skyringar eru éfullnaegjandi, ad vikja fra
fyrirvaralausri dritun. Nidurstada okkar byggir 4 endurskodunargdégnum sem aflad er fram ad dagsetningu
aritunar okkar. Samt sem adur geta atburdir eda adsteedur i framtidinni gert félagid drekstrarhaeft.

e Metum vid framsetningu, uppbyggingu og innihald arsreikningsins i heild, ad medtdldum skyringum, og hvort
arsreikningurinn gefi glogga mynd af undirliggjandi vidskiptum og atburdum.

Vid upplysum stjorn og endurskodunarnefnd medal annars um datlad umfang og timasetningar
endurskodunarinnar og veruleg atridi sem upp kunna ad koma i endurskodun okkar, par & medal verulega
annmarka & innra eftirliti.

Stadfesting vegna annarra dkvaeda laga

[ samraemi vid dkvaedi 2. mgr. 104 gr. laga nr. 3/2006 um &rsreikninga stadfestum vid samkvaemt okkar bestu vitund
ad i skyrslu stjérnar sem fylgir pessum drsreikningi eru veittar paer upplysingar sem par ber ad veita i samraemi vid
|6g um arsreikninga og koma ekki fram i skyringum.

Reykjavik, 25. mars 2021
KPMG ehf.

Sigurjon Orn Arnarson
Seemundur Valdimarsson
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Yfirlit um heildarafkomu ario 2020

Skyr. 2020 2019
REKSTIAIrtEKIUT ..o 5 8.613.659 8.854.350
Framleidslukostnadur og kostnadarverd solu .........c.cceeevvenneenn. 6 (6.120.673) (7.927.960)
Vergur hagnadur 2.492.986 926.390
Annar rekstrarkoStNadur ........cooveeiveieeeee e 7 (881.754) (1.967.110)
Rannsoknar- og prounarkostnadur .......c.ccceeeeeveeciecicciccee, 8,38 (41.691) (277.094)
Annar kostnadur (923.446) (2.244.204)
Rekstrarhagnadur (tap) 1.569.540 (1.317.814)
FJArmMUNAtEKUL oo 13.458 19.302
FJArmagnsgiold ......ocoooiiiiiieee e (477.562) (664.133)
GENGISMUNUL <.ttt e ee e e 442.007 (83.202)
Gangyvirdisbreytingar innbyggdra afleida .........ccooeiiiiiiiiin, 33 217.279 (247.010)
Gangvirdisbreytingar annarra afleida .........ccccoeevvieieiiiiicceeen 31 (357.417) 0
Hrein fjarmagnsgjold 12 (162.234) (975.043)
Hlutdeild  (tapi) hagnadi hlutdeildarfélaga ...........c..ccccoeveeninnin. 17 (4.558) 11.651.726
Hagnadur fyrir tekjuskatt 1.402.748 9.358.868
TeKJUSKATEUT Lot 13 (284.965) 458.571
Hagnadur arsins 1.117.783 9.817.440
Onnur heildarafkoma
Lidir sem ekki verda endurflokkadir i rekstrarreikning
Matsbreyting lifeyrisskuldbindingar ..........cccoevivviiiiiiiciccccc 24 (183.606) (33.496)
Tekjuskattur af lidum sem ekki verda endurflokkadir ...........ccooeviiniinnnn. 13 36.721 6.699
(146.885) (26.797)
Lidir sem kunna ad vera endurflokkadir i rekstrarreikning
pydingarmunur hlutdeildarfélaga ........cocoovviiiiiiiii e 17 0 129.547
pydingarmunur endurflokkadur i rekstrarreikning ..........cocooeeeviiiiiiiennnn, 17 0 (274.000)
0 (144.453)
Onnur heildarafkoma arsins (146.885) (171.249)
Heildarhagnadur arsins 970.898 9.646.190

Skyringar & bladsidum 11 til 39 eru éadskiljanlegur hluti af arsreikningnum.
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Efnahagsreikningur 31. desember 2020

Eignir Skyr. 31.12.2020 31.12.2019
Fastafjarmunir
ReEKStrarflarmuNIr ..oove e 14 46.231.460 42.627.538
Rekstrarfiarmunir i DYZGINGU ....c..ooviiiiiiiee e 15 3.906.076 8.109.102
OEfNISIEEAr QUGN ..o 16 1.441.124 1.419.355
Eignarhlutir i hlutdeildarfélogum ........cccoovieiiiiieeee e 17 606.058 613.044
Eignarhlutir i 683rum fEIOZUM .....cc.eiviiiiiiiieece e 18 11.075 27.075
Fastafjarmunir samtals 52.195.793 52.796.115
Veltufjarmunir
BIE GBI ettt 14 1.577.617 1.592.608
Vidskiptakrofur og adrar skammtimakrofur ......ocooeeeieiiiiiiiceeee 20 1.182.671 1.442.375
Bundnar bankainnstaadur vegna ESB styrks .......cccooviiiiiiiiiice 38 0 374.605
Handbaert FE ..o 21 1.522.482 974.573
Veltufjarmunir samtals 4.282.770 4.384.161
Eignir samtals 56.478.563 57.180.276
Eigid fé og skuldir
Eigid fé 22
HIUEATE oottt 7.294 4.092
Yfirverdsreikningur hlutafjar og l6gbundinn varasjédur .......cc.cccceeeieenin. 1.238.368 1.242.368
ENdUurmatsreikNingGUE ..o 11.220.586 12.024.652
Orddstafad @IgIB f& ..o 19.442.711 23.224.999
Eigid fé samtals 31.908.959 36.496.111
Langtimaskuldir
Vaxtaberandi skUIir ..o 23 15.796.272 169.130
Lifeyrisskuldbinding .......coveiiiii e 24 2.468.000 2.354.700
Tekjuskattsskuldbinding ........cccoviviiiiiiiii e 25 2.979.174 2.730.930
Innbyggdar afleidur i raforkusdlusamningum ..........cccooceviiiiiie e, 33 1.272.234 1.395.520
ABTAr AflIGUN c..eiviiiice et 31 357.417 0
Leiguskuldbindingar .......ooviiiiiieiiee e 29 90.407 91.504
Langtimaskuldir samtals 22.963.503 6.741.784
Skammtimaskuldir
Vaxtaberandi SKUIAIr ..o 23 15.375 8.108.713
Skammtimalan fra lanastofnunum .........c.ooeiiiiie 23 0 3.189.146
Naesta ars afborgun leiguskuldbindinga ........cocveiviiiiiiiiiiic 29 8.329 10.485
Innheimtur styrkur fra ESB fyrir hond samstarfsadila ........ccoceeeeeviineenenn, 38 0 374.605
Vidskiptaskuldir og adrar skammtimaskuldir .........cccocoooviiiiiiiiiiie 26 1.282.879 1.865.920
Innbyggdar afleidur i raforkusélusamningum ..........ccccoceveeiiiveiiccicee, 33 299.518 393.511
Skammtimaskuldir samtals 1.606.101 13.942.380
Skuldir samtals 24.569.604 20.684.164
Eigid fé og skuldir samtals 56.478.563 57.180.276
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Eiginfjaryfirlit fyrir arid 2020

Yfirverds- Bundinn
reikningur pydingar- Endurmats- hlutdeildar- Oradstafad
Hlutafé hlutafjar munur reikningur reikningur eigid fé Samtals

2019

Eigid fé 1. janudar 2019 ....ccovviviicieieeee e 7.841.124 7.038.855 144.453 12.834.337 2.105.909 10.662.138 40.626.816
HagNadur Arsins ..ocviiiiocii e 339.267 9.478.173 9.817.440
Onnur heildarafkoma .....ooooveeieeeee e (144.453) (26.797) (171.249)
Heildarhagnadur Arsins .......cccceeviiieeiiiiicicce e (144.453) 0 339.267 9.451.376 9.646.191
Hlutafjarlaekkun ... (7.837.124) (7.037.855) (143.377) (15.018.357)
Hlutafjarhaekkun ..o 92 1.241.368 1.241.460
Sala hlutabréfa i Blda LONINU ....c.coovveeiiiiiieecceeeece e (2.442.749) 2.442.749 0
Endurmatsreikningur feerdur a oradstafad eigid fé ............ (809.685) 809.685 0
Méttekin ardur fra hlutdeildarfélagi .....ccccoovveeeeeceeieee. (2.428) 2.428 0
Eigid fé 31. desember 2019 ......ooviiiiiiiiiceeeeeee e 4.092 1.242.368 0 12.024.652 0 23.224.999 36.496.111
2020

Eigid fé 1. januar 2020 .....cooieviiiiieecie e 4.092 1.242.368 0 12.024.652 0 23.224.999 36.496.111
HagNadUr ArsiNS ..ocuveiieie e 1.117.783 1.117.783
Onnur heildarafkoma ......coeeeeieeeeeeeeeeeeeeeeeeeeeee, (146.885) (146.885)
Heildarhagnadur arsins ......cccoceeveiieiiieciecececeeeee e 0 0 0 970.898 970.898
Hlutafjarhaekkun ..o 4.000 (4.000) 0
Hlutafjarlaekkun .....c.oooiiiieee e (798) (5.557.252) (5.558.050)
Endurmatsreikningur faerdur 4 éradstafad eigid fé ............ (804.065) 804.065 0
Eigid fé 31. desember 2020 ......ccoooveiviiiiiiieiieceeeee e 7.294 1.238.368 0 11.220.586 0 19.442.711 31.908.959
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Sj6adstreymisyfirlit fyrir arid 2020

Rekstarhreyfingar

HAgNAGUE ArSINS cuviiiiiiiiie ettt
Hagnadur af solu rekstrarffarmuna ........ccccoeeveiiiiicceceeee e
(Laekkun) haekkun lifeyrisskuldbindingar ........c..ccccooiiviiiiiiiiiccece
AFSKriftir Og VIrGiSIYIMUN ..o
Hrein fjarmagnsgiold ....ooovi i
Hlutdeild i tapi (hagnadi) hlutdeildarfélaga ......c..ccoccooveiviiiiiiiie
TEKJUSKATEUT 1ottt

Birgdir, 128kKUN .oiiiiiecc e
Skammtimakrofur, 1akKun ........oooiiiie e
Skammtimaskuldir, (laekkun) haekkun .......cccoooviiiiiiii

Handbaert fé fra rekstri fyrir vexti og skatta
INNREIMEIT VEXEIT oo
GreIAdir VEXEIT cuvieiiie ettt ettt s e e naeeennees
Greiddur teKjUSKAtTUN ..o

Fjarfestingahreyfingar

Fjarfesting i rekstrarfiarmunum ...
Fjarfesting i rekstrarfjarmunum { byggingu ......cc.coovviiviiiciiiieeec e,
Soluverd seldra rekstrarfjdrmuna .......occoooeiiiiiiee e
Fjarfesting i defnislegum  ignum ......cc.ooioi e
Fjarfesting i hlutdeildarfélogum og 68rum félogum .......c.ooveevieiiiiinen,
Mattekinn ardur fra hlutdeildarfélOgum ......ccooveviiiiiiii,

Fjarmoégnunarhreyfingar

HIUtafJArNaKKUN oo
Kaup @ €igin hlUTUM ..o
Afborganir skammtimalana ..........ccoooiiiiiiiiicc
NY 1aNgtIMalAN ..o
NY skammMEiMalan .....oooiiiiee e
AFDOrZANIT [ANA 1.eiiiiiiie e
Afborganir leiguskuldbindinga .........ccooviiiiiiiii

Haekkun (laekkun) d handbaeru fé ..o,

Ahrif gengisbreytinga 4 Nandbaart f& .......o.oveeeeeeeeeeeeeeeeeeee e,

Handbaert f& 1. JanUar .....c..oooeiiiiiiecceceee e
Handbaert fé 31. desember .....ooovviiiieec e

Skyr.

24
11
12
17
13

14
15
14
16
17
17

22
23
23
23
23

2020 2019
1.117.783 9.817.440
(5.554) (1.730)
(70.306) 19.873
2.502.222 3.218.356
162.234 975.043
4.558 (11.651.726)
284.965 (458.571)
3.995.901 1.918.683
14.991 271
259.704 800.576
(497.188) 512.408
3.773.409 3.231.938
13.458 19.302
(362.824) (327.337)
0 (241.855)
3.424.043 2.682.048
(767.705) (2.051.963)
(1.143.369) (4.704.376)
23.537 5.100
(29.891) (23.907)
(1.500) (175.000)
2.428 2.428
(1.916.500) (6.947.718)
0 1.241.460
(5.558.050) 0
(3.253.089) 0
15.904.381 0
0 3.122.146
(8.163.962) (246.735)
(5.134) (8.178)
(1.075.854) 4.108.693
431.689 (156.977)
116.220 46.263
974.573 1.085.286
1.522.482 974.573
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Skyringar

1. Félagid

HS Orka hf. er islenskt hlutafélag. Logheimili pess er ad Orkubraut 3, Svartsengi, Grindavik. Félagid annast
framleidslu og solu & raforku, heitu vatni til upphitunar og koldu neysluvatni. Félagid er i endanlegri eigu
Jar@varma slhf. og sjéda styrt af Ancala Partners LLP, hvor adili um sig 4 50% hlut i félaginu.

2. Yfirlysing um ad alpjédlegum reikningsskilast6dlum sé fylgt

Arsreikningur félagsins er gerdur { samraemi vid alpjodlega reikningsskilastadla (IFRS) eins og peir hafa verid
stadfestir af Evrépusambandinu og vidbdtarkrofur um upplysingar samkvaemt 16gum nr. 3/2006 um
arsreikninga.

Stjorn félagsins heimiladi birtingu arsreikningsins pann 25. mars 2021.

3. Grundvéllur reikningsskilanna

a. Matsadferdir
Reikningsskil félagsins byggja & kostnadarverdi, ad undanskildum eftirfarandi mikilveegum lidum
efnahagsreikningi:

- meirihluti rekstrarfjarmuna er faerdur a endurmetnu kostnadarverdi, sem var gangvirdi peirra a
endurmatsdegi

- innbyggdar afleidur i raforkusdlusamningum eru metnar & gangvirdi

- lifeyrisskuldbinding er metin sem nuvirdi framtidar lifeyrisskuldbindinga

- Eignarhlutir i 68rum félégum eru feerdir & 4 gangvirdi gegnum rekstrarreikning

b. Starfreekslu- og framsetningargjaldmidill
Arsreikningur félagsins er birtur i islenskum krénum, sem er starfraekslugjaldmidill félagsins. Allar fjarhaedir eru
birtar i pusundum kréna nema annad sé tekid fram.

c¢. Mat og alyktanir vid beytingu reikningsskilaadferda

Gerd arsreiknings i samraemi vid alpjédlega reikningsskilastada krefst pess ad stjérnendur taki dkvardanir, meti
og gefi sér forsendur sem hafa ahrif 4 beitingu reikningsskilaadferda og birtar fjarhaedir eigna, skulda, tekna og
gjalda. Endanlegar nidurstédur i framtidinni kunna ad vera frabrugdnar nuverandi mati og forsendum.
Endurmat og ahrif pess 4 bokfeert verd eigna og skulda félagsins eru faerd pegar mat breytist.

Upplysingar um mikilveeg atridi, par sem mikilveegi dkvardana vid beitingu reikningsskilaadferda hefur mest
ahrif & skradar fjarhadir i reikningsskilunum, er ad finna i eftirfarandi skyringum:

- Skyring 14 - Afskriftir rekstrarfjdrmuna og endurmat rekstrarfjdrmuna

- Skyringar 15 og 16 - Virdisryrnun rekstrarfjarmuna i byggingu og defnislegra eigna
- Skyring 33 - Gangvirdi innbyggdra afleidna i raforkusélusamningum

- Skyring 24 - Lifeyrisskuldbindingar
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Skyringar

3. Grundvoéllur reikningsskilanna frh.

d. Mat gangyvirdis
Nokkrar reikningsskilaadferdir og skyringar félagsins krefjast dakvordunar 4 gangvirdi, beaedi vegna
fjdrmalagerninga og annarra eigna og skulda.

Félagid hefur komid upp verklagi vid akvordun a gangvirdi. | skipulaginu felst ad starfsmenn fjarmalasvids,
undir forystu fjdrmalastjéra, bera abyrgd a umsjéon med ollum mikilvaeegum akvordunum vardandi mat 4
gangvirdi, b.m.t. 3. stigs gangvirdi.

Fjarmalasvid fer reglulega yfir mikilvaegar ésannreynanlegar upplysingar og matsbreytingar. Ef upplysingar fra
bridja adila, s.s. verd fra verébréfamidlara eda verdmatspjonustu, er notad til ad dkvarda gangvirdi pa leggja
starfsmenn fjarmalasvids mat 4 pau gogn sem aflad er fra pridja adila til ad stydja vid pa nidurstédu ad slikt mat
sé i samraemi vid krofur alpjédlegra reikningsskilastadla (IFRS), pb.m.t. pad stig sem gangvir@ismatid flokkast
undir.

Mikilvaeg matsatridi eru kynnt endurskodunarnefnd félagsins.

Vid akvordun gangvirdis eigna eda skulda notar fjarmalasvid markadsupplysingar ad svo miklu leyti sem haegt
er. Gangvirdid er flokkad i mismunandi stig eftir stigskiptu kerfi @ grundvelli peirra upplysinga sem notadar eru
i matsadferdum sem hér segir:

- Stig 1: Skrdd verd (obreytt) & virkum markadi fyrir samskonar eignir og skuldir.
- Stig 2: Onnur verd en skrad verd samkvaemt 1. stigi sem haegt er ad greina fyrir viskomandi eign
eda skuld, ymist beint (verd) eda ébeint (afleitt af verdi).
- Stig 3: Verdgildi fyrir eign eda skuld sem ekki byggir 4 faanlegum markadsupplysingum (6faanleg gildi)

Ef pbau gildi sem notud eru vid dkvordun gangvirdis eignar eda skuldar flokkast i mismunandi stig i stigakerfinu
er akvordun gangyvirdis oll flokkud i laegsta stig.

Félagid gerir tilfaerslur 4 milli stiga i stigkerfinu i lok pess reikningstimabils sem breytingin atti sér stad.

Nanari upplysingar um forsendurnar sem notadar eru vid dkvordun gangvirdis er ad finna | eftirfarandi
skyringum:

- Skyring 14 - Rekstrarfjdrmunir
- Skyring 33 - Innbyggdar afleidur i raforkusélusamningum
- Skyringar 27-35 - Ahattustyring

4. Mikilveegar reikningsskilaadferdir

Félagid hefur beitt reikningsskilaadferdum sem lyst er i pessari skyringu med samraeemdum heaetti 4 6llum peim
timabilum sem birt eru  arsreikningnum nema annad sé sérstaklega tekid fram.

a. Dotturfélog

Détturfélog eru félog bar sem félagid fer med yfirrad. Félagid fer med yfirrdd pegar pad ber ahaettu eda hefur
avinning af breytilegri ardsemi af hlutdeild sinni i félaginu og getur haft ahrif 4 ardsemina vegna yfirrada sinna.
Dotturfélog eru feerd i arsreikninginn med hlutdeildaradferd og er eignarhluturinn upphaflega feerdur 3
kostnadarverdi ad vidbaettum vidskiptakostnadi.
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Skyringar

4. Mikilveegar reikningsskilaadferdir frh.

b. Hlutdeildarfélog

Hlutdeildarfélog eru pau félog par sem félagid hefur veruleg ahrif & en ekki yfirrdd yfir rekstrar- og
fidrhagsstefnu félags. Veruleg ahrif eru alla jafna til stadar pegar félagid raedur yfir 20-50% atkvaedisréttar |
6dru félagi.

Hlutdeildarféloég eru feerd i arsreikning félagsins med hlutdeildaradferd og er eignarhluturinn upphaflega
feerdur 4 kostnadarverdi ad vidbaettum vidskiptakostnadi.

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

Verdi hlutdeild félagsins | tapi meiri en bokfert verd hlutdeildarfélagsins, ad medtdldum
langtimafjarfestingum, er bokfaerda verdid feert i null og faerslu frekara taps er haett nema félagid hafi gengist i
abyrgdir fyrir pessi félog eda innt af hendi greidslur vegna peirra.

c. Erlendir gjaldmidlar

Vidskipti i erlendum gjaldmidlum

Vidskipti i erlendum gjaldmidlum eru faerd i starfraekslugjaldmidil félagsins 4 gengi vidskiptadags. Peningalegar
eignir og skuldir i erlendum gjaldmidlum eru feerdar midad vid gengi & uppgjorsdegi. Gengismunur sem
myndast vegna peningalegra eigna og skulda er sa mismunur sem myndast @ milli afskrifads kostnadarverds i
starfraekslugjaldmidli i upphafi timabilsins, ad teknu tilliti til virkra vaxta og greidsina & timabilinu, og afskrifads
kostnadarverds i erlendum gjaldmidli midad vid gildandi gengi i lok reikningsarsins. Efnislegar eignir og skuldir,
sem metnar eru & gangvirdi i erlendri mynt, eru faerdar a pvi gengi sem var i gildi pegar gangvirdi peirra var
akvardad. Gengismunur er feerdur medal fjdrmunatekna og fjarmagnsgjalda i rekstrarreikningi. Efnislegar
eignir og skuldir sem metnar eru & grundvelli kostnadarverds i erlendri mynt eru feer8ar a pvi gengi sem i gildi
var & vidskiptadegi.

d. Fjarmalagerningar

(i) Fjareignir adrar en afleidusamningar

Vidskiptakrofur og skuldir eru upphaflega faerdar til bdkar 8 peim degi sem til peirra er stofnad. Allar adrar
fidreignir og fjarskuldir, eru upphaflega feerdar & peim degi sem félagid gerist adili ad samningsbundnum
akvaedum fjarmalagerningsins.

Fjareign (nema ad pad sé vidskiptakrafa an verulegs fjdrmognunarpattar) eda fjarskuld er upphaflega feerd 4
gangvirdi ad vidbaettum, fyrir paer eignir sem ekki eru metnar & gangverdi gegnum rekstrarreikning, peim
vidskiptakostnadi sem unnt er ad tengja beint vid 6flun eda Utgafu fjarmalagernings. Vidskiptakrafa an verulegs
fjdrmognunarpattar er upphaflega metin a vidskiptaverdi.

Félagid afskrair fjareignir pegar samningsbundinn réttur pess til sjodstreymis fjareignanna rennur Ut eda ef
félagid framselur rétt til sjodstreymis af eigninni til annars adila par sem naer Ol dheetta og avinningur sem
tengist eignarhaldinu yfirfeerist eda an pess ad yfirfeera pvi sem neest alla pa dhaettu og avinning sem |
eignarhaldinu felst og hefur par med ekki lengur yfirrad yfir fjareigninni.
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Skyringar

4. Mikilveegar reikningsskilaadferdir frh.

Fjareignum og fjarskuldum er jafnad saman og hrein fjarhaed faerd i efnahagsreikning pegar og adeins pegar
lagalegur réttur félagsins til jofnunar er til stadar og fyrirhugad er ad gera upp med j6fnun fjareigna og
fjdrskulda eda ad innleysa eignina og gera upp skuldina @ sama tima.

Félagid flokkar fjareignir adrar en afleiGusamninga i eftirfarandi flokka: Fjareignir 4 gangvirdi gegnum
rekstrarreikning og fjareignir feerdar 4 afskrifudu kostnadarverdi.

Til fjareigna & gangvirdi gegnum rekstrarreikning teljast fjarfestingar i 6drum félogum.

(ii) Fjareignri faerdar 4 afskrifudu kostnadarverdi

Fjareign er feerd a afskrifudu kostnadarverdi ef badi eftirfarandi skilyrdi eru uppfyllt og hidn er ekki tilgreind 4

gangvirdi gegnum rekstrarreikning:

— ef henni er haldid samkveemt vidskiptamaddeli par sem markmidid er ad eiga eignina til ad innheimta
samningsbundid sj6dsflaedi, og

— samningsskilmalar eignarinnar tiltaka sérstakar dagsetningar & sjodsflaedi sem einvordungu innheldur
afborganir af hofudstél og vaxtagreidslur.

Pess hattar eignir eru feerdar & afskrifudu kostnadarverdi med adferd virkra vaxta. Afskrifad kostnadarverd er
laekkad um virdisryrnun. Vaxtatekjur, gengishagnadur og -tap og virdisryrnun eru faerd i rekstrarreikning. Allur
hagnadur og tap vid afskraningu eru feerdur i rekstrarreikningi.

Fjdreignir metnar & kostnadarverdi sem ekki eru afleidur eru handbeert fé og igildi handbaers fjar asamt
Til handbeers fjar telst sjédur og dbundnar bankainnstaedur sem eru til rddstéfunar innan priggja manada.

(iii) Fjarskuldir adrar en afleidusamningar
Lantokur eru faerdar 4 peim degi sem til peirra er stofnad. Allar adrar fjarskuldir eru upphaflega feerdar a peim
vidskiptadegi pegar félagid gerist adili ad samningsbundnum akvaedum fjarmalagerningsins.

Félagid afskrair fjarskuld pegar samningsbundnum skyldum vegna skuldagerningsins er lokid, paer felldar nidur
eda falla Ur gildi. Félagid afskrair einnig fjarskuld pegar samningdkveedum hennar er breytt og sjodsflaedi
hennar breytist verulega, i slikum tilvikum er ny skuld byggd a breyttum samningsskilmalum faerd 8 gangvirdi.

Félagid flokkar fjarskuldir adrar en afleidusamninga sem adrar fjarskuldir. Slikar skuldir eru upphaflega feerdar
a gangvirdi ad vidbaettum tengdum vidskiptakostnadi. Eftir upphaflega skraningu eru pessar fjarskuldir metnar
a afskrifudu kostnadarverdi midad vid virka vexti.

Til fjarskulda félagsins annarra en afleidusamninga teljast lantokur, vidskiptaskuldir og adrar

(iv) AfleiGusamningar

AfleiGusamningar eru upphaflega feerdir & gangvirdi. Beinn vidskiptakostnadur vegna peirra er feerdur |
rekstrarreikning eftir pvi sem hann fellur til. Eftir upphaflega skraningu eru afleidusamningar (ad medtoldum
innbyggdum afleidum) feerdir 4 gangvirdi i efnahagsreikning og gangvirdisbreytingar faerdar i rekstrarreikning
medal fjarmunatekna og fjarmagnsgjalda.
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Adskiljanlegar innbyggdar afleidur
Innbyggdar afleidur eru adskildar frd grunnsamningum og feerdar sérstaklega pegar efnahagsleg einkenni og
dhaetta grunnsamnings og innbyggdrar afleidu eru ekki natengd, annar gerningur med somu akvaedi og
innbyggda afleidan veeri skilgreindur sem afleidusamningur og sameinadi gerningurinn er ekki metinn &
gangvirdi gegnum rekstrarreikning.

HS Orka hefur gert langtimasamning um solu & raforku sem felur i sér innbyggdar afleidur. Tekjur af pessum
samningi tengjast beint breytingum & framtidarverdi als. Breytingar & gangvirdi innbyggdra afleida teljast ekki
til ahaettuvarna og eru faerdar beint i rekstrarreikning.

(v) Hlutafé
Almennir hlutir
Beinn kostnadur vid utgafu almennra hluta er feerdur til laekkunar 4 eigin fé ad fradregnum tekjuskattsahrifum.

e. Rekstrarfjarmunir

(i) Feersla og mat

Rekstrarfjarmunir eru feerdir til eignar & kostnadarverdi eda endurmetnu kostnadarverdi, ad fradregnum
uppséfnudum afskriftum og virdisryrnun.

Kostnadarverd samanstendur af beinum kostnadi sem fellur til vid kaupin. Kostnadarverd rekstrarfjarmuna
sem félagid byggir sjalft innifelur efniskostnad, launakostnad og annan beinan kostnad sem fellur til vid ad
koma eigninni i notkun og eignfaerdan fjdrmagnskostnad. Adkeyptur hugbunadur sem er naudsynlegur til ad
starfraekja vidkomandi bunad er faerdur til eignar sem hluti af kostnadarverdi bunadar.

Virkjanir og fasteignir félagsins eru skradar & endurmetnu kostnadarverdi i efnahagsreikningnum, sem er
gangvirdi eignanna & endurmatsdegi ad fradregnum uppséfnudum afskriftum. Endurmetid er med
reglubundnum heetti. Allar haekkanir vegna endurmatsins eru feerdar 4 endurmatsreikning medal eigin fjar ad
fradregnum tekjuskatti. Afskriftir endurmatsins eru faerdar i rekstrarreikning og er arlega feerd leidrétting sem
endurspeglar pa fjarhaed af endurmatsreikningi og & oradstafad eigid fé. bess er veenst ad endurmat sé
framkveemt 4 priggja til fjdgurra ara fresti eda pegar markadsadsteedur gefa visbendingar um verulegar
breytingar a virdi. Endurmat var sidast framkveemt & orkuverum félagsins i Svartsengi og & Reykjanesi 31.
desember 2018. Adrar eignir voru endurmetnar 2008.

pegar rekstrarfjdrmunir eru samsettir Ur einingum med dlikan nytingartima eru einingarnar adgreindar medal
rekstrarfjarmuna.

Hagnadur eda tap af solu rekstrarfjarmuna er akvardad med pvi ad bera saman soluverd og bokfaert verd
eignarinnar og er jafnad saman og feert i rekstrarreikning medal annarra tekna eda annars rekstrarkostnadar.
Pegar endurmetnar eignir eru seldar eru endurmatid flutt & éradstafad eigid fé.

(i) Kostnadur sem fellur til sidar
Kostnadur sem fellur til sidar er adeins eignfeerdur ef hann eykur vaentan framtidaravinning peirrar eignar sem
hann tengist. Reglulegar vidgerdir og vidhald er fzert til gjalda pegar kostnadur fellur til.
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(iii) Afskriftir

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

Afskriftir eru faerdar linulega i rekstrarreikning midad vid d&aetladan nytingartima einstakra hluta
rekstrarfjarmuna. Land er ekki afskrifad.

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

Azetladur nytingartimi vegna arsins og samanburdarars greinist pannig:

(@ U1V RS RT 40 years
21 a o] 0T PP PSR 20 years
Y AV O] T PP 50 years
Hitaveitu- 0g ferskvatnsSKerfi ... ..o 50 years
e I H=T 1= o || PO UO TP U U PUPPPPPU 50 years
ABTIE TEKSEIArTIArMIUNIT Lottt ettt ettt et esneenne e 5-20 years

Afskriftaradferdir, nytingartimi og nidurlagsverd eru endurmetin & hverjum uppgjorsdegi og breytt ef pad er
videigandi.

f. Oefnislegar eignir

(i) Rannsdknar og préunarkostnadur

Kostnadur vegna rannsokna sem gerdar eru i peim tilgangi ad kanna jardhitasvaedi par sem ovissa rikir um
nytingarmoguleika, og konnun annarra sveeda sem henta til orkuvinnslu af 66rum uppruna, svo og til ad afla
nyrrar visinda- eda teeknipekkingar er feerdur i rekstrarreikning pegar til hans er stofnad.

proun felur i sér konnun & jardhitasveedum og 6drum svaedum sem henta til orkuvinnslu af 68rum uppruna par
sem likur eru @ nytingu og virkjun i framtidinni. Prédunarkostnadur er adeins eignfeerdur ef haegt er ad meta
hann & areidanlegan hatt, ef pad eru likur 4 taeknilegum eda hagreenum abata i framtidinni og félagid setlar sér
og hefur getu til ad ljuka préuninni og nyta eda selja eignina. Eignfeerdur kostnadur samanstendur af
efniskostnadi, beinum launakostnadi og yfirstjornarkostnadi sem haegt er ad rekja beint til pess sem i préun er
og eignfeerdum fjdrmagnskostnadi. Annar préunarkostnadur er gjaldfaerdur i rekstrarreikningi pegar hann
fellur til.

pegar dkvordun um virkjun eda nytingu jardhitasveedis hefur verid tekin og 6ll tilskilin leyfi hafa fengist, er
undirbuningskostnadur vegna virkjunar eda nytingarinnar faerdur a rekstrarfjarmuni i byggingu.

Eignfeerdur préunarkostnadur er metinn 4 kostnadarverdi ad fradreginni uppsafnadri virdisryrnun.
préunarkostnadur er arlega préfadur med tilliti til virdisryrnunar. Vegna tiltekinnar évissu vardandi
djupborunarverkefni félagsins og rannséknaredlis pess verkefnis hefur tengdur kostnadur ekki verid
eignfeerdur heldur gjaldfeerdur (skyringar 8 og 38).

(ii) Adrar éefnislegar eignir
Adrar oefnislegar eignir sem félagid hefur keypt, par med talinn hugbunadur, sem hafa takmarkadan
nytingartima eru metnar a kostnadarverdi ad frddregnum uppséfnudum afskriftum og virdisryrnun.
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(iii) Kostnadur sem fellur til sidar
Kostnadur sem fellur til sidar er adeins eignfeerdur ef hann eykur vaentan framtidaravinning peirrar eignar sem
hann tengist. Allur annar kostnadur er gjaldfaerdur i rekstrarreikningi pegar hann fellur til.

(iv) Afskriftir
Afskriftir eru reiknadar af kostnadarverdi eignarinnar ad fradregnu nidurlagsverdi.

Afskriftir eru faerdar linulega i rekstrarreikning midad vid daetladan nytingartima defnislegra eigna fra peim
degi pegar beer eru tilblnar til notkunar. Asetladur nytingartimi arsins og samanburdarars greinist pannig:

[ [0=4 oYU Ta T o 11 | TR 5-10 ar
Afskriftaradferdir, nytingartimi og nidurlagsverd eru endurmetin & hverjum uppgjorsdegi og breytt ef pad er

g. Leigdar eignir

Vid upphaf eda breytingu a samningi sem felur i sér leiguhluta Uthlutar félagid endurgjaldinu & sérhvern
leiguhluta 4 grundvelli sjélfstaeds verds hvers hlutar fyrir sig. Fyrir leigusamninga um fasteignir hefur félagid
hins vegar kosid ad adgreina ekki leiguhluta fra 68rum hlutum samningsins og fzerir pa sem einn leigusamning.

Félagid feerir leigueign og leiguskuld vid upphaf leigusamnings. Leigueignin er upphaflega ferd 34
kostnadarverdi, sem er upphafleg fjarhaed leiguskuldarinnar ad teknu tilliti til leigugreidsina sem hafa fallid til
fyrir eda & upphafsdegi samningsins, beins kostnadar vid oflun leigueignarinnar og aaetlads kostnadar vid ad
taka nidur og fjarleegja eignina, eda til pess ad faera eignina eda umhverfi hennar i samt horf ad loknum
leigusamningi, og ad fradregnum leiguilvilnunum sem félagid hefur fengid.

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

Leiguskuld er upphaflega feerd vid nuavirGi ogreiddra leigugreidsina & upphafsdegi leigusamningsins.
Greidslurnar eru nuvirtar med pvi ad nota innbyggda vexti leigusamningsins, séu peir tilaekir, en annars notar
félagid pa vexti sem hun feer af nyju lansfé. A3 jafnadi notar félagid vexti & nyju lansfé til navirdingar.

Félagid akvardar vexti af nyju lansfé med pvi ad lita til vaxtakjara annarra fjdrmognunarleida og gerir tilteknar
adlaganir & peim til ad endurspegla skilmala leigusamningsins og eiginleika eignarinnar sem er leigd.
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Leigugreidslur sem eru innfaldar i akvordun fjarhaedar leiguskuldar fela i sér eftirfarandi:

— Fastar greidslur, par med taldar leigugreidslur sem eru samkvaemt edli sinu fastar;

— Breytilegar leigugreidslur tengdar voxtum eda visitdlu, upphaflega datladar midad vid vexti eda visitdlu a
upphafsdegi;

— Fjarhaedir sem gert er rad fyrir ad purfi ad greida samkvaemt hrakvirdisabyrgd; og

— Kaupverd samkvaemt kaupréttarakvaedi i leigusamningi pegar félagid telur nokkud vist ad pad muni nyta

kaupréttinn, leigugreidslur & valkveedum framlengingartimabilum ef félagid er nokkud visst um ad pad muni

nyta framlengingarheimildir og greidslur vegna uppsagnar leigusamnings fyrir lok leigutimans, nema félagid sé

nokkud visst um ad nyta ekki uppsagnarheimildir.

Leiguskuldin er feerd a afskrifudu kostnadarverdi med pvi ad nota adferd virkra vaxta. HUn er endurmetin
begar breyting verdur & framtidarleigugreidslum vegna breytinga 3 visitolu eda voxtum, ef breyting verdur 3
mati félagsins & fjarhaed sem pad vaentir ad verdi greidd samkvamt hrakvirdistryggingu, ef félagid breytir mati
sinu & pvi hvort pad muni nyta kaupréttarakvaedi, heimildir til framlengingar eda uppsagnar leigusamnings eda
begar breyting verdur a fjarhaed leigugreidslu sem er i edli sinu fost.

begar leiguskuldin er endurmetin med pessum heetti er samsvarandi leidrétting gerd 4 bodkfaerdu verdi
leigueignarinnar, eda leidrétting faerd i rekstrarreikning félagsins ef bokfeaert virdi leigueignarinnar hefur verid
feert nidur i nall.

Leigueignir sem eru faerdar medal rekstrarfjarmuna i efnahagsreikningi en leiguskuldir sem sér lina i
efnahagsreikningi.

Skammtimaleigusamningar og leigusamningar um lagvirdiseignir

Félagid kys ad feera ekki leigueignir og leiguskuldir vegna leigusamninga um lagvirdiseignir og
skammtimaleigusamninga, par & medal um tolvubunad. Félagid gjaldfeerir leigugreidslur vegna pessara
leigusamninga linulega 4 leigutima.

h. Rekstrarvérubirgdir

Rekstrarvorubirgdir eru metnar 4 kostnadarverdi eda hreinu séluvirdi, hvoru sem laegra reynist. Kostnadarverd
birgda byggir 4 fyrst inn - fyrst Ut reglunni og innifelur kostnad sem fellur til vid ad afla birgdanna og koma
beim & nuverandi stad og astand. Hreint soluvirdi er dzetlad soluverd i venjulegum vidskiptum ad fradregnum
deetludum kostnadi vid ad klara og selja voruna.

i. Virisryrnun

(i) Fjareignir sem ekki eru afleiGusamningar

A hverjum uppgjoérsdegi er kannad hvort til stadar sé hlutlaeg visbending um virdisryrnun fijareigna sem ekki
eru faerdar a gangvirdi gegnum rekstrarreikning, par med téldum eignarhlutum i hlutdeildarfélogum. Fjareign
telst hafa ordid fyrir virdisryrnun ef hlutleegar visbendingar eru til stadar um virdisryrnun vegna eins eda fleiri
atburda eftir upphaflega skraningu eignarinnar, sem leida til pess ad veent framtidarsjédstreymi af eigninni
verdi laegra en adur var talid og haegt er ad meta ahrif atburdarins med areidanlegum heaetti.

(ii) Adrar eignir

Bokfaert verd annarra eigna félagsins, ad undanskildum birgdum, er yfirfarid & hverjum uppgjorsdegi til ad
meta hvort visbendingar séu um virdisryrnun peirra. Sé einhver slik visbending til stadar er endurheimtanleg
fjarhaed eignarinnar metin. Vegna defnislegra eigna sem ekki hafa verid teknar i notkun er endurheimtanleg
fjarhaed metin arlega 4 sama tima.
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Virdisryrnun er gjaldfeerd pegar bokfeert virdi eignar er haerra en endurheimtanleg fjarhaed hennar.
Virdisryrnun endurmetinna rekstrarfjdrmuna er feerd @ endurmatsreikning medal eigin fjar upp ad beirri
fjdrhaed sem hann stendur i en eftir pad i rekstrarreikning. Virdisryrnun annarra eigna er gjaldfeerd i
rekstrarreikningi.

Endurheimtanleg fjarhaed eignar er hreint gangvirdi hennar ad fradregnum sélukostnadi eda nytingarvirdi,
hvort sem haerra reynist. Nytingarvirdi er metid midad vid dsetlad framtidarsjédstreymi, sem er ndvirt med
voxtum fyrir skatta, sem endurspeglar mat markadarins a@ timavirdi peninga hverju sinni og pd ahaettu sem
fylgir eigninni.

Virdisryrnun er bakfaerd ef breyting hefur ordid & mati sem notad var vid utreikning 4 endurheimtanlegri
fjarhaed. Virdisryrnun er einungis bakfaerd ad pvi marki ad bokfeert verd eignar sé ekki umfram pad sem verid
hefdi, ad fradregnum afskriftum, ef engin virdisryrnun hefdi verid feerd.

j. Hlunnindi starfsmanna

(i) 10gjaldatengt lifeyriskerfi

I8gjaldatengd lifeyriskerfi eru eftirlaunahlunnindi par sem félagid greidir fost framlog til lifeyrissjéda og ber
hvorki lagalega né atlada skyldu til ad greida frekari framlog. Kostnadur vegna framlaga i idgjaldatengd
lifeyriskerfi er gjaldfeerdur sem launatengd gjold i rekstrarreikningi & peim timabilum sem starfsmenn veita
félaginu pjonustu. Fyrirframgreidd framlog eru faerd til eignar ad pvi marki sem endurgreidsla eda laekkun 4
framtidargreidslum er fyrir hendi.

(ii) Réttindatengt lifeyriskerfi

Skuldbinding félagsins vegna réttindatengdra lifeyriskerfa eda lifeyrissjoda er reiknud sérstaklega fyrir hvert
kerfi med pvi ad aeetla framtidarvirdi lifeyrisréttinda sem nuverandi og fyrrverandi starfsmenn hafa aunnid sér
a yfirstandandi og fyrri timabilum. Réttindin eru afvoxtud til ad finna ndvirdi peirra. Tryggingasteerdfreedingar
reikna skuldbindinguna darlega & grundvelli adferSar sem midast vid aunnin réttindi. Breytingar &
skuldbindingunni vegna tryggingafreedilegra breytinga eru feerdar medal annarrar heildarafkomu. Annar
kostnadur vegna réttindatengdra lifeyriskerfa er feerdur i rekstrarreikning.

k. Skuldbindingar

Skuldbinding er faerd i efnahagsreikninginn pegar félaginu ber lagaleg eda aetlud skylda vegna fyrri atburdar og
liklegt er ad kostnadur lendi & pvi vid ad gera upp skuldbindinguna. Skuldbinding er metin Ut frd veentu
framtidarfjarflaedi, sem er nlvirt med voxtum fyrir skatta sem endurspeglar mat markadarins a timavirdi
peninga hverju sinni og pa aheettu sem fylgir skuldbindingunni. Bakfaersla nuvirdingarinnar er feerd sem
fjarmagnsgjold.

I. Tekjur
Tekjur af solu & raforku og heitu vatni dsamt orkuflutningi eru feerdar i rekstrarreikning samkvaemt meeldri
afhendingu til kaupenda & timabilinu. A milli mzelinga er notkun daetlud midad vid fyrri reynslu.

Adrar tekjur eru feerdar vid afhendingu voru eda pjénustu.

Greidslufrestur er almennt 30 dagar.

Arsreikningur HS Orku hf. 2020 19 Fjdrhaedir eru i pus. kr.



Skyringar

4. Mikilveegar reikningsskilaadferdir frh.

m. Fjdrmunatekjur og fjarmagnsgjold

Fjdrmunatekjur samanstanda af vaxtatekjum af fjarfestingum, ardtekjum, gangvirdisbreytingum fjareigna 4
gangvirdi gegnum rekstrarreikning, gengishagnadi af erlendum gjaldmidlum og hagnadi af afleidum sem er
feerdur i rekstrarreikning. Vaxtatekjur eru feerdar i rekstrarreikning eftir pvi sem peer falla til midad vid virka
vexti. Ardstekjur eru faerdar i rekstrarreikning @ peim degi sem réttur félagsins til ardgreidslu stofnast.

Fjdrmagnsgjold samanstanda af vaxtakostnadi af lantokum, bakfaerslu navirdingar skuldbindinga, gengistapi af
erlendum gjaldmidlum, tapi af afleiGum sem faert er i rekstrarreikning, gangvirdisbreytingum fjareigna 4
gangvirdi gegnum rekstrarreikning og virdisryrnun annarra fjareigna en vidskiptakrafna. Lantokukostnadur sem
ekki er eignfeerdur vegna kaupa eda bygginga haefra eigna er gjaldfaerdur i rekstrarreikning midad vid virka
vexti.

Hagnadi eda tapi vegna gengisbreytinga erlendra gjaldmidla er jafnad saman og faert annad hvort sem
fjdrmunatekjur eda fjarmagnsgjold eftir pvi sem vid 4.

n. Tekjuskattur

Gjaldfeerdur tekjuskattur samanstendur af tekjuskatti til greidslu og frestudum tekjuskatti. Tekjuskattur til
greidslu og frestadur tekjuskattur er feerdur i rekstrarreikning nema pegar hann tengist lidum sem eru faerdir
beint 4 eigid fé i yfirliti um heildarafkomu.

Tekjuskattur til greidslu er tekjuskattur sem dzetlad er ad komi til greidslu & naesta ari vegna skattskylds
hagnadar arsins, midad vid gildandi skatthlutfall & uppgjorsdegi, auk leidréttinga a tekjuskatti til greidslu vegna
fyrri ara.

Frestadur tekjuskattur er faerdur med efnahagsskuldbindingaradferdinni vegna timabundinna mismuna &
bokfeerdu verdi eigna og skulda i arsreikningnum annars vegar og skattverdi peirra hins vegar. Utreikningur &
frestudum skatti byggir 4 pvi skatthlutfalli sem vaenst er ad verdi i gildi pegar timabundnir mismunir koma til
med ad snuast vid, midad vid gildandi l6g & uppgjorsdegi. Skatteign og tekjuskattsskuldbindingu er jafnad
saman ef til stadar er lagaleg heimild til ad jafna tekjuskatt til greidslu 8 moti skatteign og pzer heyra undir
somu skattyfirvold.

Skatteign er feerd vegna yfirfaeranlegs skattalegs taps, skattaivilnana og fradrattarbzerra timabundinna
mismuna ad pvi marki sem liklegt er talid ad skattskyldur hagnadur verdi til radstofunar i framtidinni sem unnt
verdur ad nyta eignina & méti. Skatteignin er metin a hverjum uppgjorsdegi og hun laekkud ad pvi marki sem
talid er liklegt ad nytist ekki.

o. Rikisstyrkir (styrkir fra Evrépusambandinu medtaldir)

Opinberir styrkir tengdir eignum eru upphaflega faerdir sem frestadar tekjur a gangvirdi ef pad er naegjanleg
vissa fyrir pvi ad peir verdi motteknir og ad félagid muni uppfylla skilyrdi tengd styrkveitingu. beir eru sidan
feerdir i rekstrarreikning sem adrar tekjur & kerfisbundinn hatt 4 liftima vidkomandi eignar.

Styrkir sem zetladir eru til ad meeta kostnadi sem fellur & félagid eru feerdir i rekstrarreikning a kerfisbundinn
hatt 4 sama timabili og tengdur kostnadur er feerdur.

p. Nyir reikningsskilastadlar og tulkanir

Nokkrir nyir alpjédlegir reikningsskilastadlar gilda um fjarhagséar sem hefjast 1. jantar 2020 eda sidar og heimilt
var ad beita fyrir gildistoku peirra. Félagid hefur hins vegar ekki innleitt nyja eda breytta reikningsskilastadla vid
gerd pessara reikningsskila.
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4. Mikilveegar reikningsskilaadferdir frh.

Ekki er buist vid ad eftirfarandi breytingar a stédlum og tulkunum muni hafa veruleg ahrif @ reikningsskil
félagsins.

— {pyngjandi samningar — kostnadur vid ad uppfylla samning (vidbaetur vid IAS 37)
— Endurbaetur & vaxtavidmidi — afangi 2 (vidbaetur vid IFRS 9, IAS 39, IFRS 7)

— COVID-19 - tengdar leiguivilnanir (breytingar 4 IFRS 16)

— Fastafjarmunir: avinningur a8ur en aetlud notkun hefst (breytingar a IAS 16)

— Tilvisun til hugtakaramma alpjodlegra reikningsskilastadla (breytingar a IFRS 3)
— Flokkun skulda i langtima og skammtimahluta (breytingar 4 1AS 1)

—IFRS 17 vétryggingasamningar og breytingar 4 IFRS 17 vatryggingasamningar

5. Tekjuskipting

Tekjur félagsins skiptast med eftirfarandi haetti

2020 2019
RATOIKA . 7.518.529 7.500.541
Vatn (NEItE 08 KAL) .ooviiiiiie e 905.401 843.907
ANNAD e 189.729 509.903
8.613.659 8.854.350
6. Framleidslukostnadur, kostnadarverd solu og pjonustu

2020 2019
Framl@idsIUKOSTNAGUN .....oviiiiei e 4.322.603 5.589.902
KOSTNABAIVEIG SOIU .vviieviiiiie ettt 1.798.070 2.257.547
KOStNABArVerd DJONUSTU ....ovviiiee e 0 80.511
6.120.673 7.927.960

Framleidslukostnadur og kostnadarverd solu greinist pannig eftir edli kostnadar:
2020 2019
Laun og launatengd gjold ........cooviiiiiiiiiice e 863.016 793.594
AFSKITTLIE 1ottt ettt 2.455.567 2.338.549
VIPGISIYINUN ® oottt ettt 0 832.140
OFKUKAUP 1ottt ettt ettt e ettt e et e e staeeare s 1.677.612 2.067.159
OrKUTTUTNINGUE oottt 539.083 495.262
Vidhald 0g annar KOSTNAGUL ....c.viiiiiiiiiiie et 585.395 1.401.256
6.120.673 7.927.960

* Ymsir aukahlutir og hdnnunarvinna vegna verkefnis voru ordin Urelt og pvi afskrifud & arinu 2019.
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7. Annar rekstrarkostnadur

2020 2019
Laun og launatengd gjold ........oooviiiiiii e 435.042 381.819
Haekkun lifeyrisskuldbindingar ........cooiiiiiiiiiiccee e 48.306 19.569
SEOrNUNAIKOSTNABUL ..veiiiiiice e 354.600 373.273
ANNAE KOSENAGUL .ottt ettt et e e 0 240.640
Virdisryrnun feyriSIZNAr . oov e 0 906.592
AT SKIITLIT Lot 43.806 45.216
881.754 1.967.110
8. Rannsdknar- og préunarkostnadur
2020 2019
Laun og launatengd gJOld ........ooiiiiiiie e 43.157 67.049
Rannséknar og prounarverkefNi . .....oc.eoie o 24.715 242.447
EVEOPUSTYIKIT oottt (29.028) (34.853)
ATSKIITLIT ettt 2.848 2.451
41.691 277.094
Greint er nanar fra styrkjum til rannsékna i skyringu 38.
9. Laun og launatengd gjold

2020 2019
LAUDN ettt ettt 1.129.636 1.121.127
Framlag i idgjaldatengda lifeyrissjOai .....oviiiiiiiiiiieeee e 144.775 147.684
Haekkun lifeyrisskuldbindingar ..........ocoviiiiiiiiccce e 231.912 53.066
OnNnur launatengd GJOIa ....ooiiieeeee e 122.456 117.613
1.628.779 1.439.490
Medalfjoldi starfsmanna umreiknadur i heilsarsstorf ..o, 70 71

Laun og launatengd gjold, ad medtalinni haekkun lifeyrisskuldbindingar, skiptast pannig:
2020 2019
Eignfaert @ framkvaemdir .....cooiiiiiiiiec e 55.653 143.962
Framleidslukostnadur og kostnadarverd sOlU .......cc.covviviiiiiieciicceeceeeee 863.016 793.594
Rannsoknar- 0g prounarkoStNadUr ......c.coviiiiiiiciieceeicee e 43.157 67.049
ANNAr rekSTrarkOSTNAGU .....co.iiiiiiei e 483.348 401.389
Faert medal annarrar heildarafkomu ... 183.606 33.496
1.628.779 1.439.490

Starfslokakjor vegna fyrrverandi forstjéra og lykilstarfsmanna ad fjarhaed 97 millj. kr. voru gjaldfeerd & arinu
2019. Laun stjérnar og framkvaemdastjornar ndmu 88 millj. kr. 2020 (2019: 67 millj. kr.).

10. Poéknun til endurskodenda

péknun til endurskodenda félagsins @ arinu 2020 nam 35,0 millj. kr. (2019: 22,3 millj. kr.) par af 14,5 millj. kr.
(2019: 13,3 millj. kr.) vegna endurskodunar &rsreiknings. Onnur pjénusta sem keypt var af KPMG nam 20,5
millj. kr. & arinu 2020 (2019: 9,0 millj. kr.).

Arsreikningur HS Orku hf. 2020 22 Fjdrhaedir eru i pus. kr.



Skyringar

11. Afskriftir og virdisryrnun

Afskriftir og virdisryrnun greinast pannig:

2020 2019
Afskriftir rekstarfjarmuna, sbr. skyringu 14 .........cccovviiiiiiiiii e 2.494.099 2.377.376
Virdisryrnun rekstrarfjdrmuna i byggingu, sbr. skyringu 15 .......cccoovviiiiiiiennnn. 0 832.140
Afskriftir defnislegra eigna, sbr. Skyringu 16 .......c.ccccvevviieiiiiiiieeiccce e 8.122 8.840
2.502.222 3.218.356
Afskriftir skiptast pannig:
Framleidslukostnadur og kostnadarverd SOIU ........ccoovveiiiieiieieee e, 2.455.567 3.170.689
ANNAr rekSTrarkOSTNAGU .....coiiiiiie e 43.806 45.216
Rannsoknar- 0g prounarkoStNadUur .......eoeiiiiiieeeceiee e 2.848 2.451
2.502.222 3.218.356
12. Fjarmunatekjur og fjarmagnsgjold
Fjarmunatekjur og fjarmagnsgjold greinast pannig:
Fjarmunatekjur
2020 2019
Vaxtatekjur af [anum og Krofum ..o 13.458 19.302
13.458 19.302
Fjarmagnsgjold
VAXEAEIONT ..ottt e et s et (460.062) (314.133)
Fyrirframgreitt uppgreidslugjald langtimaldns ........c.ccocooviiiiiiiiiii, 0 (350.000)
Gangyvirdisbreyting eignarhluta i 63rum fElOgUM ....ooiiiiiiiiie e, (17.500) 0
(477.562) (664.133)
GENEGISNAZNATUN (TAP) cvvioveerieie ettt ettt 442.007 (83.202)
Gangvirdisbreyting innbyggdra afleidna i raforkusdlusamningu .............ccco....... 217.279 (247.010)
Gangvirdisbreyting gjaldmidla- og vaxtaskiptasamninga ........ccccceevvevieiiiiiennnnn, (357.417) 0
301.870 (330.212)
Hrein flArmagnsgiold ... (162.234) (975.042)
Eignfeerdir vextir ndmu 3,96% (2019: 5,09%) ....ccvveiiveeeiieeiieeeeeceee e 124.008 215.957
13. Tekjuskattur
Tekjuskattur  rekstrarreikningi greinist pannig:
2020 2019
Uppruni og bakfaersla timabundins mismunar...........ccccooeiviiiieiiiiccceieeee (284.965) 458.571
(284.965) 458.571
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13. Tekjuskattur, frh.

Virkt skatthlutfall greinist pannig:

HaAgNAG UL ArSINS. ettt ettt ta e et eeaee s
T KT USKATEUT .ottt ns
Hagnadur arsins fyrir tekjuskatt........ooooiiiiiiiiicce e
2020
Tekjuskattur skv. gildandi skatthlutfalli ........ (280.550) 20,0%
Ahrif hlutdeildarfélaga .......cocooooveveieeeen (912) 0,1%
Ahrif annarra félaga ...occcoeeveeeeceeeeeee. (3.500) 1,2%
ABEIFIGI oeiiiciece e (4) 0,0%
Virkt tekjuskattshlutfall ...........cooeeiiiiiiins (284.965) 20,1%
Tekjuskattur feerdur medal annarrar heildarafkomu greinist pannig:
Tekjuskattur af lidum sem aldrei verda endurflokkadir i rekstrarreikn. .............

Tekjuskattur faerdur medal annarrar heildarafkomu .......ccccooeeiiiiiiiiiic

14. Rekstrarfjarmunir

Endurmat rekstrarfjarmuna

2020 2019
1.117.783 9.817.440
284.965 (458.571)
1.402.748 9.358.868
2019
(1.871.774) 20,0%
2.330.349 (24,9%)
0 0,0%
(4) 0,0%
458.571 (4,9%)
2020 2019
(36.721) (6.699)
(36.721) (6.699)

Gangvirdi orkuvera félagsins i Svartsengi og & Reykjanesi var endurmetid til gangvirdis 31. desember 2018.
Endurmatid nam 7.000 millj. kr. Adrar eignir voru endurmetnar & gangvirdi 1. janUar 2008. Nidurstada
virdisryrnunarproéfs gefur ekki visbendingu um virdisryrnun i arslok 2020.

Adrir rekstrar-

Orkuver fidrmunir Samtals
Kostnadarverd
Stada 1. januar 2009 ..o 40.493.119 2.055.278 42.548.397
ViBhaetUr @ AriNU ..o 1.978.257 73.706 2.051.963
Flutt fra fyrirframgreiddri leigu og nytingarrétti..........c...c....... 543.513 0 543.513
Selt 0 aflagl oooiieeiiciee e 0 (7.358) (7.358)
LBIGURIGNIT 1o 106.717 0 106.717
Stada 31. desember 2019 ..o 43.121.605 2.121.626 45.243.231
ViIBDEIUI 8 ArNU .veiiiiicicee e 701.218 66.487 767.705
Flutt fra fyrirframgreiddri leigu og nytingarrétti ...................... 5.346.394 0 5.346.394
LBIGURIGNIT 1ot 1.904 0 1.904
Selt 0 aflagl vooiiceiiiiie e 0 (57.453) (57.453)
Stada 31. desember 2020 ...ccooiiieiieieeeeee e 49.171.122 2.130.660 51.301.782
Afskriftir
Stada 1. januar 2019 ..o 0 242.305 242.305
AFSKIIFLIr ArSiNS covviviiiiiiicceee e 2.288.856 88.520 2.377.376
Selt 0 aflagl vooiiciiciee e 0 (3.988) (3.988)
Stada 31. desember 2019 ..o 2.288.856 326.837 2.615.693
AFSKIIFLIr Arsins woviviiiii i 2.409.141 84.958 2.494.099
Selt 0g aflagl c..voioeiiiiece e 0 (39.470) (39.470)
Stada 31. desember 2020 ....ccooviivieecieeeeeeee e 4.697.997 372.325 5.070.322
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14. Rekstrarfjarmunir, frh.
Adrir rekstrar-

Orkuver fjarmunir Samtals
Békfeert verd
Bokfaert verd 1. janutar 2019 ..o, 40.493.119 1.812.973 42.306.092
Bokfaert verd 31. desember 2019 ... 40.832.749 1.794.789 42.627.538
Bokfaert verd 31. desember 2020 ......ccooovevveevicieieieeee 44.473.125 1.758.335 46.231.460
Bokfzert verd an endurmats
1.JaNUAr 2009 .o 24.513.482 1.749.689 26.263.171
31. desember 2019 ... 25.317.211 1.737.033 27.054.243
31. desember 2020 ..., 30.506.361 1.699.367 32.205.728
Afskriftarhlutfoll ... 2-5% 5-20%

Undir 68rum rekstrarfjarmunum eru land og byggingar ad bdkfaerdu virdi 1.262 millj. kr. (2019: 1.273 mill].
kr.).

Fasteignamat og vatryggingarverd

Fasteignamat bygginga félagsins nam 3.896 millj. kr. i arslok 2020 (2019: 3.732 millj. kr.) og fasteignamat lands
nam 2.990 millj. kr. (2019: 2.323 millj. kr.). Vatryggingafjarhaed eigna félagsins nam 50.155 millj. kr. (2019:
51.747 millj. kr.).

Vedsetning eigna

[ tengslum vid endurfjarmognun félagsins & arinu 2020 voru allar fasteignir félagsins leystar Ur vedbénduum,
fyrir utan vedbond & &skiptu landi Jarngerdarstada, Grindavik. Hlutabréf félagsins hafa verid vedsett dsamt
réttindum og voxtum af bankareikningum félagsins.

15. Rekstrarfjarmunir i byggingu

Rekstrarfjarmunir i byggingu greinast pannig:

Bokfaert verd 1. JanUar 2009 ..o e 5.346.323
VIBDEEEUT @ AIINU Loiiiii ittt ettt ettt e et e et e et e e ete e e et e etae e eaaeeeaaeaa 4.704.376
FIUE @ reKSTarvOrUDITGGIr c.ocovviiiieecie ettt ettt eae s (1.109.457)
VIEGISIYINIUN Lottt ettt e e e et e et e et e et e e et e e et e e et e e eaae e eabeeeateeetbeeearee e (832.140)
Bokfaart verd 31. desember 2009 ... 8.109.102
VIODEETUI @ ANU eeiiiee ettt b ettt e et e st et e e sbeesbeesbe st e nasenne e 1.143.369
Bruarvirkjun faerd a rekstrarflarmuni ..o (5.346.394)
Bokfaert verd 31. desember 2020 .....coiiiiiieiie et 3.906.076

Rekstrarfjarmunir i byggingu eru ad mestu eignfeerdur kostnadur vegna staekkunar 8 Reykjanesvirkjun (REY4).

Fra arinu 2009 hefur 30 MW staekkun Reykjanesvirkjunar verid i proun, p.e. REY 4. HS Orka hefur préad
sjalfbaera lausn til pess ad nyta jardsjé sem kemur fra haprystingsskiljum sem sinna orkuverum 1 og 2 (REY 1 og
REY 2). | desember 2020 akvad stjérn HS Orku ad halda 4fram med verkefnid. Utbodsferli sex Utboda var sett
af stad og auglyst opinberilega. Opnun priggja fyrstu tilbodanna leiddu til pess ad gerdir voru samningar vid
leegstbjédanda. Vinna tengd mannvirkjagerd hofst i jandar 2021 { samraemi vid dzetlada timalinu verkefnisins
sem er ad hefja byggingu 4 1. arsfjérdungi 2021 og ad REY 4 verdi tekin { gagnid tveimur arum sidar, p.e. 4 1.
arsfjordungi 2023.
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16. Oefnislegar eignir

Préunar-

Hugbunadur kostnadur Samtals
Kostnadarverd
Stada 1. januar 2019 ..o 378.199 1.472.108 1.850.307
VIBDaetUr @ ArINU .oeoeiiiiiccce e 0 23.907 23.907
Stada 31. desember 2019 ..ot 378.199 1.496.015 1.874.214
VIBD2EtUr @ ArINU .oeoeviiiiecce e 0 29.891 29.891
Stada 31. desember 2020 ...cccovviveiviieieee e 378.199 1.525.906 1.904.105
Afskriftir
Stada 1. januar 2019 ..o 299.780 146.241 446.021
AFSKIIFLIr ArSINS uviviiviiie et 8.840 0 8.840
Stada 31. desember 2019 ... 308.620 146.241 454.861
AFSKIIFLIr ArSINS eviviiiiiie e 8.122 0 8.122
Stada 31. desember 2020 ....c...ooooiiiiieeeee e 316.742 146.241 462.983
Bokfeert verd
Bokfaert verd 31. desember 2019 ...ooviviiiiiiicieceee 69.579 1.349.774 1.419.355
Bokfaert verd 31. desember 2020 .....cccoovviiiiiiiiiiieeeee 61.456 1.379.665 1.441.124

AFSKEIftarhIUutfOll .......oooiii e 10-25%

préunarkostnadur samanstendur af kostnadi vegna tilraunaborana vid Troélladyngju, Krysuvik og Eldvorp.
Videigandi kostnadur er eignfeerdur ad pvi marki sem talid er ad mogulegur framtidarhagnadur muni vega upp
kostnadinn vid fjarfestinguna. HS Orka hf. hefur fengid rannséknarleyfi fyrir pessi sveedi og samkvaemt
stjornendum eru nidurstodur greininga jakvaedar. Ef |jést pykir ad prounarkostnadur verdi ekki nyttur af
félaginu til tekjusképunar gjaldfaerist hann sem virdisryrnun. Stjérnendur hafa stadfest ad framangreind
verkefni eru framkvaemanleg og ad pau muni ad ollum likindum skapa framtidartekjur.

Trolladyngja

A &rinu 2012 sampykkti Alpingi Rammadaetiun I, sem flokkar ntverandi virkjanakosti vatnsafls og jardvarma i
brjd flokka: verndarflokk, bidflokk og nytingarflokk. Trolladyngjusveedid er flokkad i bidflokk sem pydir ad
frekari upplysinga, rannsdkna og gagna er 6skad. Békfzert virdi framkvaemda vid Trolladyngju i arslok 2020 var
683 millj. kr. (2019: 683 millj. kr.).

17. Eignarhlutir i hlutdeildarfélogum

Eignarhlutir i hlutdeildarfélégum greinast pannig:

Bokfzert verd Bokfzert verd

Hlutir i hlutdeildarfélégum Eignarhlutur 31.12.2020 Eignarhlutur 31.12.2019
DMM lausnir ehf. ..o 27,20% 13.787 27,20% 16.960
Sudurorka ehf. ..o, 50,00% 0 50,00% 0
Heimsping 2020 ehf. ....cccooviviiiiiiicccc, 33,33% 0 33,33% 200
HS Orkurannsoknirehf. ......ccccccovviiiiinn, 100,00% 500 100,00% 500
VesturVerk ehf. ..o, 80,49% 591.771 80,49% 595.384
606.058 613.044
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17. Eignarhlutir i hlutdeildarféléogum, frh.

2020 2019
StaBa f UPPNATi ArS oo 613.044 3.951.555
Hlutdeild T hagnadi ......ooveiieece e (4.558) 99.097
ARTif Utgreidsiu hUTADIrETa ...oco oo 0 11.278.629
pydingarmunur endurflokkadur i rekstrarreikning ......ccccoeveeveieiiiiiiececeee 0 274.000

(4.558)  11.651.726

Vo] [aT= Yo a0 10T o TN PSSP PTPPPR 0 129.547
pydingarmunur endurflokkadur i rekstrarreikning ......ccccooveeeeieiiiiciececeeeee 0 (274.000)

0 (144.453)
VIBDEEEUI @ AIINU Loeiiiiiiie ettt 0 175.000
ATGUT Lottt ettt ettt a ettt et e e ettt (2.428) (2.428)
Leekkun hlutafjar, greitt med hlutabréfum i Blda LONIiNU ......ccoeevviiciciiiici 0 (15.018.357)
SEA0@ T ArSIOK oo 606.058 613.044

Bokfeaert virdi lans til Heimspings ehf. hefur verid faert nidur um 17 milljénir kr. HS Orka hefur gengist i abyrgd
fyrir Heimspingi ad fjarhaed 250.000 USD (jafngildir 32 milljonum kr.)

[ eftirfarandi téflu eru teknar saman fjarhagsupplysingar VesturVerks sem voru { &rsreikningi félagsins,
allagadar ad gangvirdisbreytingum vid yfirtoku:

2020 2019
TEKIUT ettt ettt ettt ettt ete et enteear e 612 0
Hagnadur eda tap og onnur heildarafkoma .........cccoovvieiiiiiiiic, (4.489) 0
e I =1 =18 10101 01 TR 868.259 823.024
VEIEUTJAIMUNIT oottt 2.006 6.503
LangtimaskUldir .....c.oocviiiicicc e (52.582) (53.650)
SKaMMEIMASKUIAIT ..o (82.465) (36.171)
[ LT oI =T =4 o PRSPPSO 735.218 739.706
HIUTUE HS OrKU 80,49% ... 591.771 595.384
HIutdeild {£api ArSINS .ovioveeiiiicee e (3.613) 0

Samsteedureikningur er ekki gerdur par sem ahrif doétturfélaganna VesturVerks ehf. og HS Orkurannsdkna ehf.
eru metin éveruleg.

18. Fjarfestingar i 68rum félégum
Bokfzert verd Bokfzert verd
Eignarhlutur 31.12.2020 Eignarhlutur 31.12.2019

Keilir enf. oo, 0,02% 0 10,20% 17.500
islensk nyorka hf. ..o 7,54% 11.075 7,54% 9.575
11.075 27.075

Hlutur HS Orku i Keili ehf. pynntist Ut & arinu 2020 og hefur verid faerdur nidur sem pvi nemur.
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19. Langtimakrofur

Breytingar & langtimakrofur & HS Veitur hf. eru eftirfarandi:
2020 2019

Langtimakrafa & HS Veitur vegna lifeyrisskuldbindinga 1.1. ......cccoooiviiiiiiiienns 0 833.284
Hlutdeild HS Veitna i haekkun lifeyrisskuldbindinga .......c..cccooeviiiiiiiiiiice 0 76.453
INNheimMt fra HS VEeITUM ..o 0 (3.145)
VA ol 2 a1V TR URR R 0 (906.592)

0 0

A drinu 2019 stadfesti Haestiréttur islands dém i tengslum vid lifeyrisskuldbindingar og var af peim sékum faerd
virdisryrnun, byggd a IFRS, ad fjdrhaed 907 milljénir kr. i lok ars 2019. HS Orka og HS Veitur eiga i vidraedum um
meinta Utistandandi kréfu HS Veitna @ HS Orku i tengslum vid lifeyrisskuldbindingar en fjarhaed kréfunnar er
metin éveruleg.

20. Vidskiptakrofur og adrar skammtimakrofur

Vidskiptakrofur og adrar skammtimakrofur greinast pannig:

2020 2019

ViIBSKIPTAKIOTUL Lottt 1.127.181 1.250.546
Nidurfaersla vidskiptakrafna .........cooeiiiiiiiii (31.767) (75.767)
ViBskiptakrofur SAMEAlS ...ocveeeceee e 1.095.413 1.174.780
Adrar skammtimakrOfUur ..o...ooiiiic e 18.924 267.596
Krofur @ dOTEUIMTEIAg ..o.veivviiiicece e 85.333 0
Nidurfeersla annarra skammtimakrafna .......ooooooeiiiiiiii (17.000) 0
1.182.671 1.442.375

21. Handbeert fé

Handbaert fé greinist pannig:
31.12.2020 31.12.2019

ObUNANAr DANKAINNISTERBUL vt 1.522.482 974.573

Greint er frd vaxtaahaettu félagsins og naemnigreiningu vegna fjareigna og fjarskulda i skyringu 31.
22. Eigi6 fé

Utgefid hlutafé félagsins samkvaemt sampykktum félagsins er 7.294.000 kr. (2019: 4.091.90 kr.). Eitt atkveedi
fylgir hverjum 1 kr. hlut i félaginu auk ardgreidsluréttar. Allt Utgefid hlutafé hefur verid greitt ad fullu.

A hluthafafundi pann 19. febrdar 2020 var tillaga stjérnar, byggd 4 43. gr. laga um hlutafélég nr. 2/1995, um
hakkun hlutafjar félagsins um 4.000.000 kr. sampykkt med utgafu j6fnunarhlutabréfa, nanar tiltekid ur

A hluthafafundi pann 2. juli 2020 var tillaga stjérnar, byggd 4 55. gr. laga um hlutafélég, um ad laekka hlutafé
um 498.464 hluti sampykkt. Hlutfé félagsins var laekkad i samraemi vid 2. tl. 2. mgr. 51. gr. laga um hlutafélog
med greidslu i reidufé til hluthafa ad fjarhaed 25 milljénir Bandarikjadala (jafnvirdi 3.472 milljona krona).
Hlutafé var laeekkad um 498.464 kr. ad nafnvirdi eda 498.464 hluti og var eftir laekkunina 7.593.496 kr.
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22. Eigid fé, frh.

A hluthafafundi pann 29. oktéber 2020 var tillaga stjérnar, byggd & 55. gr. laga um hlutafélég, um heimild til
kaupa a eigin bréfum félagsins ad nafnvirdi 299.488 kr. med samsvarandi laekkun hlutafjar sampykkt. Hlutafé
félagsins var leekkad i samraemi vid 2. télul. 2. mgr. 51. gr. laga um hlutaféldég med greidslu i reidufé til hluthafa
ad fjarhaed 15 milljonir Bandarikjadala (jafnvirdi 2.086 milljéna kréna). Hlutafé var laekkad um 299.488 kr. ad
nafnvirdi eda 299.488 hluti og var eftir laekkunina 7.294.008 kr.

Yfirverdsreikningur hlutafjar og l6gbundinn varasjédur

Yfirverdsreikningur hlutafjar synir pad sem hluthafar félagsins hafa greitt umfram nafnverd hlutafjar sem
félagid hefur selt. Samkvaemt I6gum um hlutaféldg skal félagid binda 25% af nafnverdi hlutafjar i varasjédi sem
ekki ma nota til ad greida hluthéfum ard.

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

Bundinn hlutdeildarreikningur
Frd 1. jantar 2016 skulu félog faera sérstaklega hlutdeild i hagnadi dottur- og hlutdeildarfélaga sem er umfram
mottekinn ard eda ard sem akvedinn hefur verid. Oheimilt er ad nota bundinn hlutdeildarreikning til

Endurmatsreikningur
Endurmatsreikningurinn samanstendur af endurmati rekstrarfjdrmuna félagsins ad fradregnum tekjuskatti.
Oheimilt er ad radstafa endurmatsreikningi til hluthafa félagsins i formi ardgreidsina.

Ardur
Enginn ardur var greiddur til hluthafa 4 arinu 2020 (2019: Engar ardgreidslur). Stjérn félagsins mun akveda og
leggja fram til sampykktar & hluthafafundi tillogu um ardgreidslu & arinu 2021.
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23. Vaxtaberandi skuldir

bessi skyring veitir upplysingar um lanssamninga félagsins, sem faerdir eru & afskrifudu kostnadarverdi. |
skyringum 29, 31 og 32 eru ndnari upplysingar um lausafjarahaettu, vaxtadhaettu og gjaldmidladhaettu.

2020 2019
Heildar vaxtaberandi skuldir 1. januar ........ccccooeveioiiiciee e 11.466.989 8.018.792
NY [@NGEIMAIAN oo 16.544.845 0
NY SKamMMEIMAIAN <. 0 3.122.146
Eignfaerdur [aNtOKUKOSTNABUT ......iiiiiiiiiiceie e (640.463) 0
Afborganir skammtimaladna .......ccooooviiiiice e (3.264.878) 0
Afborganir [angtimaldna ........ocoiiiiiiic (8.163.962) (246.735)
FJarmognuNarhreyfiNGar ... 4.475.541 2.875.411
(CT=YaY=d 1 10 [V [V TSRS (169.993) 141.451
UPPEreidsiUgiald ....o.i i 0 350.000
Vaxtaberandi skuldir faerdar & vidskiptaskuldir .........ccccooeiiiiiiiiiiiicecce (100.000) 0
Afallnir vextir Iangtimalana .........c.oovoivoeeeeeeeeeeeeeeeee e 127.320 0
Afallnir vextir sSkammtimaldna .........o.ooooovovioeeeeeeeeeeeeeeeeeeeeeeeee e, 11.789 81.335
FAo L= T Y=LV A a7 Y SRS P PSPPI (130.884) 572.786
Heildar vaxtaberandi skuldir 31. desember ........ccccooviiiiiiiiiiicceece e 15.811.647 11.466.989
31.12.2020 31.12.2019
Vedtryggd bankalan .......c.oovoiiiiic e 15.811.647 11.466.989
Heildar vaxtaberandi skUlIdir ........oooviiiiiiiiii e 15.811.647 11.466.989
Naesta ars afboranir langtimaskulda .........cccoooiiiiiiiii 15.375 8.108.713
Skammtimalan fra [anastofNUN ... 0 3.189.146
Vaxtaberandi skammtimaskuldir ........ccoooviiiiiiiiiii e 15.375 11.297.859
Vaxtaberandi [angtimaskuldir ........ocoviiiiiii 15.796.272 169.130
Lan i erlendum gjaldmidli: 31.12.2020 31.12.2019
Lokagjalddagar  Medalvextir Bokfeert Medalvextir Bokfeert
verd verd
Lan i USD (2019 EUR)......... 2025 3,78% 15.642.517 3,67% 11.282.484
15.642.517 11.282.484
Lan i islenskum krénum....... 2031 4,41% 169.130 5,14% 184.504
169.130 184.504
Vaxtaberandi skuldir samtals.........ccceoveiiiiiiiiiiiicceccee e, 15.811.647 11.466.989
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23. Vaxtaberandi skuldir frh.

Afborganir langtimaskulda greinast pannig naestu ar: 31.12.2020 31.12.2019
A8 2021/2020 <o 15.375 11.297.859
AP 202272021 oo 15.375 15.375
AFIB 2023/2022 oo 15.375 15.375
AP 2024/2023 ..o 15.375 15.375
AFIB 2025/2024 ..o 15.657.900 15.375
Y (oL OSSO PSPPSR 92.247 107.632

15.811.646 11.466.989

pann 26. febrdar 2020 tryggdi HS Orka sér nyja fjarmognun fra hépi fjogurra evrdpskra banka sem samanstdd
af langtimalani ad fjarhaed 100 milljonir Bandarikjadala, framkveemdalani ad fjarhaed 100 milljénir
Bandarikjadala og adrattarlani ad fjarhaed 10 milljonir Bandarikjadala. Nyja fjarmognunin er til fimm ara med
fiarhagslega skilmala um skuldsetningu og vaxtapekju. Langtimalaninu var radstafad ad fullu til uppgreidslu
eldri lana.  lok ars 2020 hafa 27 milljénir Bandarikjadala verid dregnir af framkveemdaléninu og er bad feert
medal langtimaskulda i efnahagsreikningi par sem félagid hefur einhlida heimild til ad framlengja lanstima fram
ad lokagjalddaga fjarmognunarinnar. Ekki hefur verid dregid & adrattarlanid.

24. Lifeyrisskuldbinding

2020 2019
Lifeyrisskuldbinding 1. JanUar ........ccooiioiiiiieeece e 2.354.700 2.301.331
Framlag vegna lifeyrisgreidsina @ ArinU ......oooeiieiiiieiie e (118.611) (79.294)
PIONUSTUSKOSTNAGUL ©..cevieieie et 1.105 1.703
VaxXtaKOSTNAGUL ..eoiiiiiiiiecie et 47.200 17.866
Tryggingafraedileg breyting, feert 4 adra heildarafkomu ..o, 183.606 33.496
Tryggingafraedileg breyting, hlutur HS Veitna feerdur i rekstrarreikning ............ 0 79.597
Lifeyrisskuldbinding 31. deSemMBDEr ......cccviviiiiiiiiicccccce e 2.468.000 2.354.700
Lifeyrisskuldbindingin greinist pannig:
Lifeyrissjddur starfsmanna rikiSins .......occoovieiieieiieiiecee e 1.189.048 1.156.537
Eftirlaunasjodur starfsmanna Hafnarfjardarkaupstadar ........cccceeveevivieiieieennnn, 717.142 681.132
Lifeyrissjédur starfsmanna Vestmannaeyjabagjar ........ccccocveeveeiiiiiieciicceee 561.810 517.031
2.468.000 2.354.700

Samkvaemt mati tryggingasteerdfraedinga namu afallnar lifeyrisskuldbindingar félagsins 2.468 millj. kr. i arslok
2020 (2019: 2.355 millj. kr.), ndvirt midad vid 2% vexti og ad teknu tilliti til hlutdeildar i hreinni eign
lifeyrissjodanna. Forsendur um lifslikur, danartidni og ndvirdingarhlutfall eru i samraemi vid akvaedi reglugerdar
nr. 391/1998 um skyldutryggingu lifeyrisréttinda og starfsemi lifeyrissjoda. Haekkun skuldbindingarinnar a
arinu 2020 byggir 4 almennri haekkun launa, ad teknu tilliti til vaxta.

25. Tekjuskattsskuldbinding

Breyting tekjuskattsskuldbindingar félagsins greinist pannig: 2020 2019
Tekjuskattsskuldbinding { Upphafi 3rs .....coovviiiiiiiiiiii e, 2.730.930 3.196.201
Breytingar faerdar i rekstrarreikning ..o...ooveeoiiiiiiieee e 284.965 (458.571)
Breytingar feerdar i adra heildarafkomu .......occooiiiiiiiiice (36.721) (6.699)
SEAGA T AISIOK ©oiviiiiiit et 2.979.174 2.730.930
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25. Tekjuskattsskuldbinding, frh.

Tekjuskattsskuldbinding félagsins greinist pannig:
31.12.2020 31.12.2019

Rekstrarfjarmunir og defnislegar ignir .......ccoveeiiiiiiiece e 3.827.687 3.853.528
] S (=1 aVZe AU o1 (=0 11 T UR RO (4.274) (7.482)
Vidskiptakrofur og adrar Krofur ... 1.554 (15.153)
LifeyrisSKUIADINAING ...oooereeeecee e (493.600) (470.940)
AFLEIGU oottt ettt ettt (385.834) (357.806)
LeigUSKUIADINAING ..ooovviiieee e (19.747) (20.398)
Frestun GeNGISMUNAY ....ooiiiie ettt ettt eae e 53.388 (37.757)
Uppsafnad skattalegt tap c...oooveeeeie e 0 (213.061)

2.979.174 2.730.930

26. Vidskiptaskuldir og adrar skammtimaskuldir

Vidskiptaskuldir og adrar skammtimaskuldir greinast pannig:
31.12.2020 31.12.2019

VIBSKIDTASKUIAIT 1o 900.714 1.684.177
ASrar skammEimMaskUlAir .....ooeieeeee e 382.165 181.743
1.282.879 1.865.920

Greint er fra gjaldmidla- og lausafjarahaettu vegna vidskiptaskulda og annarra skammtimaskulda i skyringum 29
og 32.

27. Aheettustyring

Yfirlit
bpeer fjarhagslegu ahaettur sem félagid byr vid eru ldnsdheetta, lausafjdraheetta og markadsahaetta.
Markadsahaetta samanstendur af vaxtadhaettu, gjaldmidladhaettu og dlverdsahaettu.

[ pessari skyringu eru veittar upplysingar um framangreindar dhaettur, markmid, stefnu og adferdir félagsins
vid ad meta og draga Ur dheettu, auk upplysinga um eiginfjarstyringu pess. A3 auki eru veittar tolulegar
upplysingar viar i arsreikningnum.

Skipulag dhaettustyringar

Ahzettustyring er i héndum stjérnenda félagsins, i samreemi vid reglur sem stjérn félagsins sampykkir.
Stjérnendur greina, meta og styra fjarmalalegri dhaettu i nainni samvinnu vid stjérn félagsins. Ahaettustyring
félagsins leggur dherslu & ad takast a vid ofyrirsjdanleika fjarmalamarkada og leitast vid ad lagmarka moguleg
ohagsteed ahrif & afkomu félagsins. Félagid tekur dkvardanir um hvort nota eigi afleidusamninga til ad verjast
vissri tegund aheaettu ef slikir samningar bjédast.

28. Motadiladhaetta

Métadiladhaetta er haettan a fjarhagslegu tapi ef vidskiptavinur eda maotadili i fjadrmalagerningi getur ekki stadid
vid umsamdar skuldbindingar sinar. Métadiladhaetta félagsins er einkum vegna vidskiptakrafna.

Moétadiladhaetta félagsins er adallega vegna vidskiptavina i gegnum raforkusdlusamninga, gagnadila i
afleidusamningum sem gerdir eru i dhaettuvarnarskyni og gagnadilum sem geyma handbezert fé félagsins.
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28. Motadiladheetta frh.

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

Flestir vidskiptavinir félagsins hafa att i draldngum vidskiptum vid pad og tapadar vidskiptakrofur hafa verid
Overulegar sem hlutfall af veltu. Vid styringu motadiladhaettu vegna vidskiptavina er medal annars horft til
aldurs krafna og fjarhagsstédu einstakra vidskiptavina. Tolulegar upplysingar um aldur vidskiptakrafna eru
skodadar reglulega. Vidskiptavinir sem ekki standa i skilum geta ekki att frekari vidskipti vid félagid nema greida
nidur skuldir sinar eda ef samid er sérstaklega um annad.

Félagid feerir nidurfaerslu vegna virdisryrnunar sem endurspeglar vaent tap af vidskiptakrofum og 68rum
skammtimakrofum. Staerstur hluti nidurfaerslunnar er sérstok tapsahaetta tengd einstokum staerri stodum og
einnig er almenn nidurfaersla faerd fyrir félog sem eru med sambaerilegar krofur vegna taps sem hefur ordid en
er ekki enn greinanlegt. Almenna nidurfeerslan er byggd 4 sogulegum goégnum hvad vardar innheimtu
sambeerilegra krafna. Vidskiptakrafa er afskrifud pegar ljést er ad hdn verdur ekki innheimt sem er yfirleitt vid
beidni um gjaldprotaskipti métadila.

Mogulegt tap vegna lansahaettu

Mesta mogulega tap vegna lansahaettu var eftirfarandi i drslok
31.12.2020 31.12.2019

Vidskiptakrofur og adrar skammtimakrofur ..o, 1.182.671 1.442.375
Bundnar bankainnstadur vegna ESB styrks ......ccccoiviiiiiiiiiicccc 0 374.605
HaNADEErt f& ..o 1.522.482 974.573

2.705.153 2.791.553

Aldursgreining vidskiptakrafna og virdisryrnun

31.12.2020 31.12.2019
Bruttod stada Virdisryrnun Bruttd stada Virdisryrnun

Ogjaldfallnar Krofur v 1.077.087 5.236 1.162.744 12.104
Gjaldfallnar 0-30 dagar .....ccccoceevvievevneenenne. 9.422 868 5.032 1.045
Gjaldfallnar 31 -60 dagar .......ccceevvevveerennne. 2.612 510 2.453 707
Gjaldfallnar 61-90dagar .......cccceovevveeveennnnn. 2.013 305 1.201 420
Gjaldfallnar eldri en 90 dagar ........cccevevvvenen. 36.047 24.847 79.115 61.490
1.127.181 31.767 1.250.546 75.767

2020 2019

ViIrGisryrnUN 1. JANUAT ..ovieiieie ettt 75.767 26.830
Breytingar @ @riNU ......c.oocvi ittt (31.908) 53.563
Afskrifadar vidskiptakrofur faerdar Ut ..o (12.092) (4.626)
Virdisryrnun 31, deSEmMDET ..o 31.767 75.767

Breytingar a stodu virdisryrnunar eru adallega vegna innheimtu fra einum vidskiptavini.

Arsreikningur HS Orku hf. 2020 33 Fjdrhaedir eru i pus. kr.



Skyringar

29. Llausafjardhaetta

Lausafjarahaetta er haettan a pvi ad félagid geti ekki stadid vid fjdrhagsskuldbindingar sinar eftir pvi sem paer
gjaldfalla. Félagid styrir lausafé a pann hatt ad tryggt sé, eins og haegt er, ad pad hafi alltaf naegt laust fé til ad
meeta skuldbindingum sinum eftir pvi sem peer gjaldfalla, hvort sem er undir venjulegum og dévenjulegum
kringumstaedum, an pess ad verda fyrir 6aseettanlegu tapi og fordast ad skada ordspor félagsins. [ arslok 2020
atti félagid handbeaert fé og skammtimafjarfestingar ad fjarhaed 1.522 millj. kr. (2019: 1,349 millj. kr.). P& hofou
73 millj. Bandarikjadala (9.286 millj. kr.) verid nyttir af framkvaemdalédni en adrattarlan ad fjarhaed 10 milljénir
Bandarikjadala (1.272 millj. kr.) var 6adregid.

Mogulegt tap vegna lausafjaraheaettu

Samningsbundnar greidslur vegna fjarskulda, par med taldar vaentanlegar vaxtagreidslur, greinast pannig:

31. desember 2020

Eftir Eftir meira
Samningsbundnar greidslur Innan ars 1-54ar ens5ar Samtals
Vaxtaberandi skuldir ..........cccoccooviiiiiiin, (355.155) (17.524.199) (108.049) (17.987.403)
Leiguskuldbindingar ......c..cccovviviiiiiiicie, (8.329) (28.607) (248.166) (285.103)
Vaxtaskiptasamningar .........cccoeveevieiiieennnenns (113.566) (244.774) 0 (358.340)
Vidskiptaskuldir og adrar skammtimaskuldir (1.282.879) 0 0 (1.282.879)
(1.759.929)  (17.797.580) (356.215)  (19.913.724)
31. desember 2019
Eftir Eftir meira
Samningsbundnar greidslur Innan ars 1-54ar enb5ar Samtals
Vaxtaberandi skuldir .........cccooooviiiiiiiiinnn, (8.090.094) (94.689) (151.445) (8.336.228)
Skammtimaldn fra lanastofnun .................... (3.208.658) 0 0 (3.208.658)
Leiguskuldbindingar ......c.ccccooviiviiiiiiicic, (11.201) (30.642) (260.006) (301.849)
ESB SEYIKUL wvveieiccciieececce e (374.605) 0 0 (374.605)
Vidskiptaskuldir og adrar skammtimaskuldir (1.865.920) 0 0 (1.865.920)
(13.550.479) (125.331) (411.451) (14.087.261)

30. Markadsahaetta

Markadsahaetta er haettan & pvi ad breytingar i markadsverdi, s.s. vegna erlendra gjaldmidla, alverds og vaxta,
hafi ahrif a afkomu félagsins eda virdi fjarmalagerninga. Markmid med styringu markadsaheettu er ad styra og
takmarka aheettu vid skilgreind mork, jafnframt pvi sem abati er hamarkadur.

31. Vaxtadhaetta

Lantokur félagsins eru ad mestu med breytilegum voxtum. Til pess ad draga Ur pessari ahaettu hefur félagid
gert vaxtaskiptasamning sem faerir hlutfall fastra vaxta af skuldum i 78% i drslok (2019 0% fastir vextir).

Gangyvirdi vaxtaskiptasamninga

2020 2019
Breyting @ angVIrGi ....cciicui e (357.417) 0
Gangvirdi vaxtaskiptasamninga { arslok ........c.cooveiiiiiiiiiiiec e (357.417) 0

Gangvirdi er byggt 4 verdi midlara
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31. Vaxtaaheetta frh.

Fjarmalagerningar med breytilegum voxtum 2020 2019
FJAIIZNII ottt ettt 1.522.482 1.349.178
FJAISKUITIT oot (15.811.647)  (11.466.990)
VaxtaskiptaSamNINGAr ....c...ooueiiie et 12.721.000 0

(1.568.164)  (10.117.811)

Fjarmalagerningar med fostum voxtum

VaxtaskiptaSamNINGAr ....c...ocueeiie et (12.721.000) 0
(12.721.000) 0

Namnigreining sjédstreymis vegna breytilegra vaxta

Breyting & voxtum & uppgjorsdegi um 100 punkta myndi haekka (lsekka) afkomu og adra heildarafkomu um
eftirfarandi fjarhaedir eftir tekjuskatt. pessi greining byggir 4 peirri forsendu ad allar adrar breytur, sérstaklega
gengi erlendra gjaldmidla, haldist dbreyttar. Greiningin var unnin med sama haetti fyrir arid 2019.

Afkoma
100 punkta 100 punkta

31.12.2020 haekkun laekkun
Fjdrmalagerningar med breytilega VEeXLi ......cccocviviiiiiiiiiiiieteeee e (12.545) 12.545
Naemnigreining sjodstreymis, NELO ...oooovviviiviiecie e (12.545) 12.545
31.12.2019

Fjdrmalagerningar med breytilega VEeXLi ......cccocvivviiiiiiieieiecee e (80.942) 80.942
Naemnigreining sjodstreymis, NELO ...oooovviviiiiiiecie e (80.942) 80.942

Namnigreining vegna breytinga a voxtum

Breyting 4 voxtum 4 uppgjorsdegi um 100 punkta myndi haekka (laekka) afkomu og adra heildarafkomu um
eftirfarandi fjarhaedir eftir tekjuskatt. pessi greining byggir 4 peirri forsendu ad allar adrar breytur, sérstaklega
gengi erlendra gjaldmidla, haldist dbreyttar. Greiningin var unnin med sama haetti fyrir arid 2019.

Afkoma
100 punkta 100 punkta

31.12.2020 hakkun laekkun
Innbyggdar afleidur i raforkusdlusamningum .......cc.oooveiviiiieiicceecee e 33.028 (34.572)
VaxtaskiptaSamNiNGAr ....o...ocouiiiieice e 323.988 (336.114)
SAMIELAIS . 357.016 (370.686)
31.12.2019

Innbyggdar afleidur i raforkusdlusamningum .......cc.oovvveiiiiieiecceeeeece e 37.801 39.677
SAMEALS e 37.801 39.677
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32. Gjaldmidladheetta

Félagid byr vid gengisdhaettu vegna s6lusamninga, innkaupa og lantdku i 6drum gjaldmidlum en islenskum
kronum. beir gjaldmidlar sem einkum skapa gengisdhaettu eru bandarikjadollar (USD) og evra (EUR). Adrir
gjaldmidlar skapa éverulega gengisdhaettu.

Félagid notar hvorki framvirka gjaldmidlasamninga né adra afleidusamninga til ad verjast gjaldmidladhaettu.
Félagid ver hluta af tekjum sinum i dollurum débeint gegn gjaldmidladhaettu med lantdku i bandarikjadollurum.

Mogulegt tap vegna gjaldmidladhaettu

Bokfaert verd fjareigna og fjarskulda i erlendum gjaldmidlum greinist med eftirfarandi haetti i arslok:

31.12.2020 Eignir Skuldir
B R 143.205 4.222
US D s 392.111 15.677.913
TP Y e 252.992 0

788.308 15.682.135

31.12.2019 Eignir Skuldir
B R e 681.546 11.672.465
U S D e 562.489 34.094
TP Y e 0 244.4472

1.244.035 11.951.001

Medalgengi Arslokagengi
Gengi helstu gjaldmidla var eftirfarandi a 2020 2019 2020 2019
EUR o 154,52 137,68 156,10 136,21
USD et 135,27 122,94 127,21 121,39
JPY 1,27 1,13 1,23 1,12

Nzemnigreining

Styrking islensku kronunnar um 10% gagnvart eftirfarandi gjaldmidlum pann 31. desember hefdi haekkad
(leekkad) afkomu arsins eftir tekjuskatt um eftirfarandi fjdrhaedir. Greiningin byggir & pvi ad allar adrar breytur,
sérstaklega vextir, haldist stddugar. Greiningin var unnin med sama heetti fyrir arid 2019.

2020 2019
EUR oottt (11.119) 879.274
USD oottt ettt 1.222.864 (42.272)
IPY ettt ettt (20.239) 19.555

Veiking islensku krénunnar um 10% gagnvart ofangreindum gjaldmidlum pann 31. desember hefdi haft 6fug
ahrif somu fjarhaedar a afkomu arsins eftir tekjuskatt og getid er um ad ofan, ad pvi gefnu ad adrar breytur
haldist stodugar.
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33. Alverdsihaetta

Arid 2004 gerdi félagid orkusélusamning vid Nordurdl um sélu & raforku til arsins 2026. Samningurinn er {
Bandarikjadollurum og orkuverd tengt dlverdi & London Metal Exchange (LME). [ rslok 2020 var félagid ekki
med neinar dhaettuvarnir gegn verdbreytingum a ali.

Orkusélusamningurinn vid Nordural innfelur innbyggda afleidu en virdi hennar reedst af framtidaralverdi. |
upphafi samnings var virdi afleidunnar null. bar sem markadsverd er ekki tiltaekt fyrir pessa innbyggdu afleidu
er almennt vidurkenndum verdmatsadferdum beitt vid akvordun gangvirdis hennar. NUvirdi sjédstreymis &
eftirstandandi liftima raforkusélusamningsins er reiknad midad vid framvirk verd 4@ London Metal Exchange
(LME) & reikningsskiladegi. Fra pessari fjarhaed er dregid nlvirdi sjodstreymis byggt 4 forsendum um alverd
bann dag sem samningurinn var gerdur. Gangvirdisbreyting milli reikningsskilatimabila er feerd i
rekstrarreikning

Gangvirdi innbyggdra afleidna er eftirfarandi:

2020 2019
Gangvirdi innbyggdra afleidna 1. Januar .....ccccooovieeiiiiieecc e (1.789.031) (1.542.022)
Breyting @ GaNGVIrGi .....oocuee e 217.279 (247.010)
Gangvirdi innbyggdra afleidna 31. desember .......ccvooeeiiiiiiciiie e (1.571.752) (1.789.031)
Vextir notadir vid akvérdun gangvirdis innbyggdra afleidna ......coocoeoveeiienen, 0.5-1.4% 2.4-3.1%

Namnigreining

Breyting dlverdskurfu um 10% i lok arsins til haekkunar eda lekkunar hefdi haekkad eda laekkad afkomu
félagsins eftir tekjuskatt um peer fjarhaedir sem sja ma hér a eftir. Greiningin var unnin med sama heetti fyrir

arié 2019.
Afkoma
2020 2019
HEEKKUN UM L0 et 898.062 929.757
LaBKKUN UM L0 e et (898.062) (929.757)

Vid Utreikning nuvirdis innbyggdra afleidna notar félagid avoxtunarkrofu byggda a8 dhaettulausum voxtum i BNA
ad vidbaettu dheaettudlagi.

34. Flokkun fjarmalagerninga

Fjareignir og fjarskuldir flokkast pannig:

Fjareignir 31.12.2020 31.12.2019
Fjareignir metnar & afskrifudu kostnadarverdi ..........ccccoeeevveiiececce e, 2.705.153 2.791.553
Fjdreignir faerdar & gangvirdi gegnum rekstrarreikning .......cccoevvviviiviiiiiecenn. 11.075 27.225
2.716.228 2.818.778

Fjarskuldir 31.12.2020 31.12.2019
Fjarskuldir feerdar & gangvirdi gegnum rekstrarreikning ........ccccooevvevveeiiiiieneeenn. 1.929.169 1.789.031
Fjarskuldir metnar @ afskrifudu kostnadarverdi ........ccccceovvveeviiiiie e 17.193.262 13.809.503
19.122.430 15.598.535
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35. Gangyvirdi

Samanburd8ur 4 gangvirdi og békfserdu verdi
Gangvirdi og békfzert verd fjareigna og fjarskulda i efnahagsreikningi greinist pannig:

31.12.2020 31.12.2019
Bokfaert Gangvirdi Bokfaert Gangvirdi
Virdi Virdi
Vaxtaberandi langtimaskuldir (stig 3) ............ 15.811.648 15.811.648 8.277.843 8.277.843
Skammtimaldan fra lanastofnunum ............... 0 0 3.189.146 3.189.146

Vextir notadir vid mat a gangvirdi
Gangvirdi sem er akvardad vegna skyringa, er reiknad nuvirdi framtiGarflaedis hofudstéls og vaxta og er
afvaxtad med markadsvoxtum & uppgjorsdegi.

Vaxtahlutféll notud vid mat 4 gangvirdi

2020 2019
Euribor
Vaxtaberandi langtimaskuldir .........ccccooviiiiiiiiic e 1,75%-2,5% +315 bps

Gangvirdi annarra fjareigna og fjarskulda er jafnt bokfeerdu verdi peirra.

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

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

Stig 2: Forsendur byggja & 68rum breytum en uppgefnum verdum 4 virkum markadi (stig 1) sem unnt er ad
afla fyrir eignir og skuldir, beint (p.e. verd) eda ébeint (p.e. afleidd af verdum).

Stig 3: Forsendur gangyvirdis eigna og skulda eru ekki byggdar 8 gognum sem unnt er ad afla 8 markadi.

Stig 1 Stig 2 Stig 3 Samtals
31. desember 2020
Rekstrarfiarmunir ........cccooeviiiieiiceee, 0 0 46.231.460 46.231.460
Innbyggdar afleidur ..o 0 (1.571.752) 0 (1.571.752)
Adrar afleidur .....ccoooeeeiec 0 (357.417) 0 (357.417)
Eignarhlutir i 68rum félégum ..........cccoven. 0 0 11.075 11.075
SAMIAlS oo 0 (1.929.169) 46.231.460 44.313.366

31. desember 2019

Rekstrarfjarmunir ........ccooeviiiiiiiieiee, 0 0 42.627.538 42.627.538

Innbyggdar afleidur ..o, 0 (1.789.031) 0 (1.789.031)

Eignarhlutir i 68rum félégum ..........ccccee. 0 0 27.075 27.075
0

SaMTalS oo (1.789.031) 42.654.613 40.865.582

36. Eiginfjarstyring

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

Stjorn félagsins leitast vid ad halda jafnvaegi | fjarmognun par sem tekid er mid ad pvi ad veenta ma heerri
avoxtunar med aukinni skuldsetningu 4 sama tima og hagreedi og oOryggi felst i laegri skuldsetningu.
Eiginfjarhlutfall var 56,6% i arslok 2020 (2019: 63,9%).
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37. Tengdir adilar

Skilgreining tengdra adila
Tengdir adilar félagsins eru hluthafar, dotturféldég, hlutdeildarfélég, sameiginleg détturféldg, stjérnarmenn
beirra og stjérnendur og 6nnur féldég sem peir eiga.

Félagid seldi hvorki vorur né pjénustu til eigenda & arunum 2020 og 2019. Félagid keypti pjénustu fra
eigendum a arinu fyrir 16 millj. kr (2019: 0 millj. kr.).

Félagid keypti vorur og pjénustu fra hlutdeildarfélogum sinum fyrir 16 millj. kr. & arinu 2020 (2019: 11 millj.
kr.).

Félagid lanadi dotturfélagi sinu, VesturVerk ehf. 50 millj. kr. 1an a arinu 2020. Eftirst6dvar hofudstdls og afallina
vaxta i lok ars 2020 eru 85 millj. kr. (2019: 30 millj. kr.).

HS Orka & 33% hlutafjar Heimspings ehf., sem var stofnad a arinu 2018 en eini tilgangur félagsins er ad standa
ad Heimsradstefnu Alpjéda jardhitasambandsins & islandi & arinu 2020. Radstefnunni var frestad vegna dvissu
tengdri Covid 19. Lan til Heimspings ehf. ad fjarhad 17 millj. kr. er hluti i nidurfaerslu vidskiptakrafna & arinu
2020.

38. Rannsoéknarstyrkir

Arid 2000 var Icelandic Deep Drilling Program (IDDP) stofnad af Hitaveitu Sudurnesja, fyrirrennari HS Orku,
Landsvirkjun og Orkuveitu Reykjavikur dsamt Orkustofnun. A d&rinu 2015 var sétt um styrk fra
Evropusambandinu Ur Horizon 2020 rammadaetlun ESB fyrir rannséknir og nyskopun, fyrir DEEPEGS
verkefninu. HS Orka fékk hlutdeild i rannséknarstyrknum til pattéku i IDDP-2 holu & Reykjanesi. Verkefnid var
a0 dypka eina af vinnsluholum HS Orku nidur i 4-5 km til ad na 400-600 gradu hita. Borun lauk i jantar 2017 {
4650 metra dypi. Ollum upphaflegum markmidum var ndd, b.e. ad bora djupt, safna borkjérnum, meela
hitastig og leita ad lekt. Hitastig 4 botni borholunnar hefur maelst 427 gradur og prystingurinn 340 bér.

DEEPEGS verkefnid var til fjogurra ara og lauk i april 2020. HS Orka var umsjonaradili verkefnisins, en
samstarfsadilar { verkefninu voru fra fslandi, Frakklandi, Pyskalandi, italiu og Noregi. HS Orka fékk greitt fyrir ad
hafa umsjén med styrkveitingunni og bat abyrgd & greidslum til samstarfsadila. Samstarfsadilar baru sjalfir
abyrgd a eigin verkefnum og skyrslugjof til ESB. HS Orka ber enga abyrgd er Ilytur ad drangri samstarfsadila,
heldur eingdngu dbyrgd a eigin borunarverkefni.

39. Atburdir eftir reikningsskiladag

Pann 24. febrtar dkvad almannavarnadeild Rikisldgreglustjérans, i samradi vid Vedurstofu islands, ad haekka
almannavarnarstig & Reykjanesi og i Arnessyslu & haettustig vegna jardskjalftahrinu & Reykjanesi sem hofst
sama dag. Steersti skjalftinn maeldist 5,7 ad steerd. Sidan pa hefur verid virkni sem tengd er kvikuhreyfingum
grunnt undir yfirbordi jardar. betta hefur leitt til fjdlmargra jardhraeringa a Reykjanesskaganum. pann 19. mars
héfst eldgos | Geldingaddlum sem eru um 8 km. fra Svartsengi. Fyrsta mat var ad gosid veeri mjog |itid og myndi
ekki leida til skemmda & innvidum. Hins vegar er eldgosid enn virkt og fylgst er ndid med framvindunni, en
umbrotin hafa hvorki haft ahrif & 6ryggi starfsmanna HS Orku né paer audlindir sem félagid nytir. Samkvaemt
okkar bestu vitund hefur adeins ordid vart vid minnihattar skemmdir & eignum sem teljast vera éverulegar.
Félagid er med fasteignatryggingu, p. @ m. vegna bilunar @ vélbunadi og rekstrarstédvunar, sem undanskilur
ekki tjén vegna jardheeringa.
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Loggjof og stjérnarheettir

Félagid starfar i samraemi vid |6g um hlutafélog nr. 2/1995, med siBari breytingum, 16g um arsreikninga nr. 3/2006
og onnur videigandi 16g og reglugerdir. Stjérn HS Orku hf. leggur aherslu & ad vidhalda gédum stjérnarhattum. |
starfsreglum stjornar og sampykktum félagsins, sem sidast voru endurskodadar 29. oktdéber 2020, eru lagdar
meginlinur ad stjérnarhattum félagsins.

Gerd arsreiknings i samraemi vid alpjodlega reikningsskilastadla krefst pess ad stjérnendur taki dkvardanir, meti og
gefi sér forsendur sem hafa ahrif 4 beitingu reikningsskilaadferda og birtar fjdrhadir eigna, skulda, tekna og gjalda.
Endanlegar nidurst6dur kunna ad verda frabrugdnar pessu mati.

Innra eftirlit og dhaettustjéornun

Til ad tryggja ad arsreikningur félagsins sé i samraemi vid gddar reikningsskilavenjur pa leggur félagid aherslu a vel
skilgreind dbyrgdarsvid, adgreiningu starfa, reglubundna skyrslugjof og gegnsaei i starfsemi sinni. Ferlid vid gerd og
yfirferd manadarlegra skyrsina er mikilvaegur hluti eftirlits & fjarhagslegri frammist6du og 6drum lykilpattum.

[ samraemi vid starfsreglur stjérnar greinir stjérnin og metur dhaettupaeetti sem félagid parf ad fylgjast med, par &
medal edli og umfang peirra. Hun dkvedur einnig adgerdir til ad draga Ur umraeddum adhaettupattum. Ad auki
stadfestir stjérnin virkni innra eftirlits og ahaettustyringar.

Samkvaemt starfsreglum endurskodunarnefndar HS Orku er meginhlutverk hennar ad tryggja geedi arsreikninga og
annarra fjdrhagslegra upplysinga og 6haedi endurskodanda.

Ytri endurskodendur eru kosnir & adalfundi til eins ars i senn. bPeir mega ekki eiga hluti i félaginu. Ytri
endurskodendur kanna arsreikning félagsins i samraemi vid alpjédlega stadla um endurskodun og skulu i peim
tilgangi kanna fjarhagsgodgn og dnnur gdgn um rekstur og fjarhagsstodu félagsins. Ytri endurskodendur skulu avallt
hafa adgang ad ollum gdégnum og bdkhaldi félagsins. beir greina stjérn félagsins, gegnum endurskodunarnefndina,
frd mikilvaeegum nidurstédum sinum um reikningshald félagsins i endurskodunarskyrslu sinni.

Stjérn og undirnefndir stjornar

Samkvaemt sampykktum félagsins er félaginu stjornad af:

Hluthafafundum
Stjorn
Forstjora

/Adsta vald i 6llum malefnum félagsins, innan peirra marka sem kvedid er a um i 16gum og sampykktum félagsins, er
i hondum légbundinna hluthafafunda. Endanlegir eigendur HS Orku eru Ancala Partners og Jardvarmi slhf., hvor
adili um sig 4 50% hlut i félaginu.

Stefna um fjélbreytileika hefur ekki verid sett. Stefnt er ad pvi ad setja slika stefnu 4 drinu 2021. pratt fyrir ad stefna
um fjélbreytileika sé ekki til stadar hafa starfsmenn félagsins fjolbreyttan bakgrunn, pekkingu, reynslu og heefileika.
Kynjajafnvaegi er i stjérninni og par eru fjérir stjiérnarmenn frad mismunandi I6ndum, med breidan bakgrunn m.t.t.
menntunar og reynslu. Medlimir framkvaemdastjérnar eru sérfraedingar a sinu svidi med fjolbreytta menntun. Af
atta framkvaamdastjérum eru prjar konur.
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Stjérn

Stjorn félagsins fer med stjérnun pess innan peirra marka sem sett eru i légum, sampykktum félagsins og
hluthafasamkomulagi.

Stjornarmenn eru fjérir, kjornir & adalfundi til eins ars i senn, og ber stjérnin dbyrgd a malefnum félagsins. Stjérnin
starfar i samraemi vid sampykktir félagsins og starfsreglur stjornar.

Meginhlutverk og skyldur stjérnar eru eftirfarandi:

a. Gera radningarsamning vid forstjora og hafa eftirlit med stérfum hans.

b. Bera dbyrgd a stefnumaotun til lengri tima.

c. Hafa stoduga og ndkveema yfirumsjon med med o6llum pattum i rekstri félagsins og tryggir ad skipulag og
athafnir pess séu avallt i gédu horfi. Stjornin skal einkum tryggja videigandi yfirumsjén med fjarhagslegu
eftirliti, nakveemni fjarhagsupplysinga og radstdfun fjarmuna félagsins. A minnsta kosti einu sinni a ari skal
stjorn stadfesta rekstrar- og fjarhagsaeetlun félagsins.

d. Greina ad minnsta kosti drlega dhaettupeetti sem félagid parf ad fylgjast med, par 4 medal edli og umfang
beirra dsamt pvi ad akveda adgerdir til ad draga Ur umraeddum dhaettupdttum. Ad auki stadfestir stjérnin
virkni innra eftirlits og dhaettustyringar. Hun tryggir ad starfsmenn geti tilkynnt misbresti vid ad fyrirbyggja
ahaettu og atvik i starfsemi félagsins an pess ad eiga 8 haettu ad saeta éréttlatri medferd i tengslum vid starf
sitt.

Vid mat & steerd og samsetningu tekur stjérnin tillit til starfsemi félagsins, stefnu pess og framkvaemdar, pekkingar
og reynslu sem og sérpekkingar hvers stjérnarmanns. Stjérnin telur ad steerd og samsetning hennar sé i samrami
vid pad markmid ad leysa verkefni a skilvirkan og heidarlegan hatt med hag félagsins ad leidarljdsi.

Kynjahlutfoll i stjérn & arinu 2020 eru jofn. [ stjérn HS Orku eru: Adrian Pike (formadur), Bjarni bérdur Bjarnason
(varaformadur), Heike Bergmann og Ingunn Agnes Kro.

Adrian Pike stjérnarformadur byr i Reading, Bretlandi. Hann hefur lokid nami i rafmagnsverkfraedi og stjérnun.
Hann hefur reynslu 4 svidi innvida veitna og orkufyrirtaekja og var stofnandi og framkvaemdastjéri Anesco Ltd.
Adrian er einnig stofnandi og formadur stjornar InstaVolt sem rekur hradhledslukerfi fyrir rafbila.

Bjarni bordur Bjarnason byr i Reykjavik, (slandi. Hann er vélaverkfraedingur frd Haskéla fslands og er med MBA
gradu fra SMU Cox School of Business og med proéf i verdbréfavidskiptum. Bjarni hefur reynslu af rekstri fyrirtaekja,
er stjornarmadur | fjolbreyttum félogum og svidsstjori fyrirtaekjaradgjafar. Bjarni er stofnandi og
adstodarframkvaemdastjéri Arctica Finance hf.

Heike Bergmann byr i Heidenheim An Der Brenz, byskalandi. Hin er med MBA gradu og er rafmagnsverkfraedingur
frd Technische Universitat Darmstad. Heike er med reynslu af s6lu og markadsmalum innan veitu og orkufyrirtaekja.
Heike er gegnir stodu Senior Vice President Sales Africa hja Voith Hydro Holding GmbH & Co.

Ingunn Agnes Kro byr i Reykjavik, islandi. Hin er med MBA gradu fra Haskoéla islands og er l[gmadur og med prof i
verdbréfavidskiptum. Ingunn hefur reynslu af starfi yfirlogfreedings og framkveemdastjéra skrifstofu- og

samskiptasvids. Ingunn er framkvaemdastjéri hja Jardvarma slhf.

A 4rinu 2020 hélt stjérnin 26 fundi.

Arsreikningur HS Orku hf. 2020 41



Vidauki: Stjornarhattayfirlysing, 6endurskodud

Endurskodunarnefnd

Endurskodunarnefnd er undirnefnd stjérnar félagsins og er tilnefnd af og starfar i umbodi stjornar. Stofnun
endurskodunarnefndar dregur ekki Ur skyldum stjornar eda leysir hana undan abyrgd. Allir stjérnarmenn skulu hafa
yfirsyn yfir malefni sem nefndin skal fjalla um.

{ endurskodunarnefnd eru prir fulltriar, hvor hluthafi um sig tilnefnir einn og einn er éhadur nefndarmadur.

Endurskodunarnefndin starfar i samraemi vid starfsreglur hennar, sem sidast voru endurskodadar 20. oktdber
2020. Nefndin ber abyrgd a ad yfirfara og meta geedi fjarhagsupplysinga fra stjornendum og gefa yfirsyn yfir
endurskodunarferli. Nefndin tryggir ad upplysingar til stjornar um starfsemi félagsins, stodu og framtidarhorfur séu
areidanlegar og gefi sem skyrasta mogulega mynd af st6du félagsins 4 hverjum tima.

Meginhlutverk og verkefni nefndar eru ad:

a. Hafa eftirlit med ferli vid gerd arsreikninga, stjérnarhattayfirlysinga og 6fjarhagslegra upplysinga.

b. Yfirfara skyrslu endurskodenda til stjornenda asamt endurgjof stjérnenda vid henni. Hafa eftirlit med
framvindu Urbdta hja stjérnendum.

c. Meta skyrslu stjérnenda um fjarmal félagsins.

d. Hafa eftirlit med skipulagi og virkni innri eftirlitspattum félagsins, innri endurskodun (par sem vid a),
dhaettustyringu (par @ medal hvernig dhaettu er meett) og hafa eftirlit med framvindu drbdta vardandi
annmarka sem komid hafa fram vid innra eftirlit.

e. Hafa eftirlit med endurskodun arsreikninga félagsins og samstaedunnar, par 4 medal yfirfara og leita skyringa
begar vid a.

f. Meta og hafa eftirlit med storfum endurskodenda félagsins og fara yfir nidurstodur peirra.

{ endurskodunarnefndinni eru prir fulltrdar, hvor hluthafi um sig tilnefnir einn og einn er éhadur nefndarmadur.
Nefndarmenn eru Hildur Arnadéttir (formadur og 6had), Ashley Hough og Ingunn Agnes Kro.

A arinu 2020 hélt endurskodunarnefndin sjo fundi.

Starfskjaranefnd

Starfskjaranefndin er undirnefnd stjérnar félagsins og er tilnefnd af og starfar i umbodi stjérnar. Stofnun
starfskjaranefndar dregur ekki Ur skyldum stjérnar eda leysir hana undan abyrgd. Allir stjornarmenn skulu hafa
yfirsyn yfir malefni sem nefndin skal fjalla um.

Starfskjaranefndin starfar i samraemi vid starfsreglur hennar, sem sidast voru endurskodadar 20. oktdber 2020 og i
henni eru tveir fulltrdar tilnefndir af hvorum hluthafa.

Starfskjaranefndin adstodar stjornina vid ad tryggja ad starfskjor stydji vid markmid félagsins og uppfylli videigandi
lagalegar krofur. Starfskjaranefndin leggur linurnar hvad radningu stjéornenda vardar, p.e. tryggir hollustu og
hvatningu peirra i samraemi vid stefnu félagsins.
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Starfskjaranefnd, frh.

Meginhlutverk og verkefni nefndar eru ad:

a. Undirbua og senda til stjérnar drog ad stefnu um starfskjor stjornar, forstjora og aedstu stjornenda og fylgjast
med innleidingu peirrar stefnu.

b. Safna tilteknum upplysingum og kynna fyrir adalfundi i pvi skyni ad gera hluthofum kleift ad skilja til fulls
fyrirkomulag rddningarskilmala stjornar, forstjéra og annarra stjérnenda.

c. Fylgjast med pvi ad laun og 6nnur starfskjor uppfylli skilyrdi laga, reglugerda og bestu videigandi vidmida &
hverjum tima, undirbuda dkvordun stjornar um laun og adrar greidslur til forstjéra, og afhenda stjérninni drog
ad tillogu til adalfundar vardandi péknun til stjérnarmanna og nefndarmanna og endurskodenda.

[ starfskjaranefndinni eru tveir fulltrdar tilnefndir af hvorum hluthafa. Nefndarmenn eru Adrian Pike og Ingunn
Agnes Kro.

A 4rinu 2020 hélt starfskjaranefndin sex fundi.

Forstjori

Forstjorinn er radinn af stjérn og sér um daglegan rekstur félagsins. Hann ber dbyrgd & fjarmalum félagsins og
radningu starfsfolks. Honum ber ad fylgja stefnu og tilmaelum stjérnar og skal afhenda stjérn og endurskodendum
félagsins allar upplysingar sem varda starfsemi félagsins sem peir kunna ad dska eftir og sem krafa kann ad vera
gerd um i 16gum. Forstjérinn kemur fram fyrir hdond félagsins i peim malefnum sem varda daglega starfsemi pess.
Daglegur rekstur felur ekki i sér dvanalegar og dhefdbundnar radstafanir. Forstjoéri getur adeins tekid dkvardanir um
slikar radstafanir ef stjérnin hefur veitt sérstaka heimild fyrir pvi, nema ad dmdgulegt sé ad bida dkvordunar
stjérnar an verulegs dhagraedis fyrir starfsemi félagsins. [ slikum tilfellum skal forstjéri an tafar tilkynna stjérninni
um allar slikar radstafanir.

Forstjori HS Orku hf. er Tdmas Mar Sigurdsson.

Framkvaemdastjérn

[ framkvaemdastjorn félagsins eru atta starfsmenn og ber hiin dbyrgd 4 stefnumaotun og akvérdunum  samraemi vid
tilgang, framtidarsyn og gildi félagsins sem stjérnin hefur sampykkt. Framkvaemdastjérnin heyrir undir forstjora og
er forstjéranum til studnings vid daglegan rekstur. Framkvaemdastjorar hafa fjolbreyttan bakgrunn, sérhzefdir 3
Olikum svidum, og prir af dtta framkvaemdastjérum eru konur.
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Vidskiptalikan, mikilveegi og hagadilar

HS Orka er orkufyrirtaeki i 50% eigu sjoda i styringu hja Ancala Partners og 50% i eigu Jardvarma, fjarfestingafélags i
eigu nokkurra islenskra lifeyrissjoda (raunverulegir eigendur). HS Orka & og rekur jardvarmavirkjanir med uppsett
afl um 170 MW, auk 10 MW vatnsaflsvirkjunar sem tekin var i notkun arid 2020. Félagid kaupir einnig orku fra
6drum orkuframleidendum & islandi. Framleidd og adkeypt orka er seld til heimila, l6gadila i eigu einkaadila og
opinberra adila og einnig til orkusmasala. HS Orka framleidir einnig heitt vatn til hushitunar og kalt neysluvatn sem
selt er til dreifingaradila sem afhenda voruna i naersamfélogum. Flest heimili sem kaupa orku af HS Orku eru
langtima vidskiptavinir félagsins. Einnig framleidir HS Orka ymsar afurdir tengdar jardvarma, s.s. jardsjo og gufu,
sem félagid afhendir og selur til fyrirteekja i Audlindagardinum sem stadsettur er i nadgrenni vid jarévarmavirkjanir
félagsins.

A &rinu 2020 hofst HS Orka handa vid ad skoda helstu dgnanir, taekifaeri, styrkleika og veikleika félagsins sem og ad
skilgreina helstu hagsmunaadila. bessari vinnu verdur haldid afram & arinu 2021, en dkvednar nidurstddur eru
pbegar farnar ad hafa ahrif 8 starfsemina.

par sem astand og nyting jardvarmaaudlinda hefur veruleg ahrif a rekstur HS Orku hefur félagid lagt aukna aherslu
4 ad byggja upp pekkingu a audlindunum og sjalfbaerri nytingu beirra. Pad stydur einnig félagid i ad fylgjast med
einni af sinum meginahaettum, b.e. jardhraeringum og eldvirkni i ndgrenni virkjana pess.

Félagid hefur hafid undirbuning vid ad uppfeera pann hluta virkjunarinnar i Svartsengi par sem bunadur og
mannvirki eru komin til ara sinna. Samhlida pvi hefur félagid aukid eftirlit 4 dstandi eigna og farid i fyrirbyggjandi
vidghald.

Sala & fjolbreyttum audlindastraumum skapar mikilveeg teekifeeri fyrir HS Orku. bvi hefur félagid aukid aherslu a
starfsemi Audlindagardsins med pad ad markmidi ad fjolga vidskiptavinum sem skipta beint vid félagid.

Nyjasta daetlun [slands um ad draga ur kolefnislosun hefur knuid félagid til ad greina og innleida adferdir til ad draga
ur losun pess til ad leggja sitt af mérkum vardandi losunarhlutdeild.

Naersamfélog virkjana HS Orku eru i hépi mikilvaegustu hagsmunaadila félagsins, ekki adeins vegna pess ad HS Orka
framleidir og selur hita, vatn og rafmagn, en einnig par sem rik dbyrgd hvilir & félaginu ad nyta natturuaudlindir
med sjalfbaerum heetti og vernda umhverfid. A3 auki er HS Orka stér vinnuveitandi & svaedinu en 40% af starfsfolki
HS Orku bua innan vid 30 km fra virkjunum félagsins.

Auknar jardhreeringar & starfssvaedi HS Orku & fyrri hluta ars 2020 leiddu til pess ad naudsynlegt var ad auka
upplysingagjof um ahaettumat og motvaegisadgerdir. HS Orka brast vid med pvi ad taka virkan patt i fjolmoérgum
fundum i naersamfélaginu.

Eins lysa stjérnunarkerfi HS Orku, sem fjallad er um hér a eftir, peim adferdum sem félagid notar til ad uppfylla
skyldur sinar um ad fylgjast med og upplysa samfélagid um geedi framleidslunnar, umhverfisahrif og sjalfbaerni.
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Sjélfbaerni og félagsleg abyrgd - stefna og dherslur
Stjérnunarkerfi

A undanférnum arum hefur mikid verid lagt i ad préa og innleida gaedastjérnunarkerfi sem er i samraemi vid 1SO
9001 og fékk félagid vottun arid 2015. Arid 2018 hlaut HS Orka vottun & umhverfisstjdrnunarkerfi til samraemis vid
ISO 14001 stadalinn og & stjdrnkerfi fyrir upplysingadryggi til samraemis vid OHSAS 18001 stadalinn. A &rinu 2020
hlaut HS Orka uppfaerda vottun & stjornkerfi til upplysingadryggis Ur OHSAS 18001 { ISO 45001.

A &rinu 2020 setti félagid af stad verkefni sem midar ad bvi ad innleida ferlahugsun i 6llum pattum starfseminnar.
Stjérnendur hafa nd pegar skuldbundid sig til pessa verkefnis til nokkurra ara par sem allir starfsmenn félagsins
burfa ad taka patt til ad arangri verdi nad.

Annad markmid pessa verkefnis, til viGbodtar vid ad koma félaginu i skilgreinda ferla, er ad styrkja menningu innan
félagsins og leggja dherslu 4 stodugar umbaetur. Pad mun dsamt vottudu gaedastjornunarkerfi til ad halda utan um
stefnur, markmid og ferla, tryggja areidanleika rekstrarins og tryggja ad innri og ytri krofur félagsins séu uppfylltar.

Nattdruaudlindir

HS Orku hefur verid treyst fyrir nattdruaudlindum sem eru naudsynlegar svo unnt sé ad byggja upp samfélag sem
getur prifist og blémstrad. Hlutverk félagsins er ad leitast stodugt vid ad hdmarka avoxtun og virdi audlindarinnar a
sjalfbaeran, abyrgan og skilvirkan hatt. Fjolbreytt nyting audlindastrauma til fulls er framtid jardvarmaidnadar.

Sidustu ar hefur audlindavoktun og eftirlit proast hratt, sem hefur skilad sér i beettri hagnytingu audlinda. Voktun
breytinga sem verda i jar8hitakerfum, svo sem umhverfis-, edlis- og efnafraedipatta er mikilvaeg til ad rannsaka og
meta ahrif hagnytingar. Sem daemi eru hitastig, prystingur, leidni og efnafraedilegir paettir vaktadir gaumgeefilega.

HS Orka uppfyllir allar krofur sem Orkustofnun gerir til félagsins 4 grundvelli laga og reglugerda.

Félagsleg abyrgd

Vinna vid innleidingu Global Reporting Initiative (GRI) stadlanna hofst & arinu 2020 og mun halda afram 4 érinu
2021. Stadlarnir tiltaka uppbyggingu a innbyrdis tengdum pattum og lysa bestu adferdum & heimsvisu vid
skyrslugjof um ymis efnahagsleg, umhverfisleg og félagsleg ahrif. Stadlarnir eru einnig til leidbeiningar um
markmidasetningu, breytingastjérnun og frammistédumat ad pvi er vardar umfang sjalfbaerrar starfsemi.

HS Orka er med stefnu um ad stydja vid neersamfélagid med pvi ad styrkja verkefni og starfsemi. Verkefni og
starfsemi sem félagid stydur eru mismunandi frd ari til ars vegna vytri adstedna. Félagid styrkir ymis
gddgerdarsamtok eftir porfum og er sterkur barkhjarl flestra iprétta og iprottafélaga i ndgrannasveitarfélogunum.

Meelikvardi: Styrkveitingar i heild ndmu 5,5 m.kr., heldur laegri en arid adur sem skyrist einkum af minni eftirspurn
vegna takmarkana sem tengjast COVID-19 (2019: 21,5 m.kr.).
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Sjélfbaerni og félagsleg abyrgd - stefna og aherslur, frh.
Aheettustyring

HS Orka fylgir formlegu dhaettumatsferli i pvi skyni ad greina og styra helstu dhattum félagsins. Innleiding
fordhaettumats munu eiga sér stad a arinu 2021, par sem ferlarnir Take 5 og Critical Risk Control verda m.a.
innleiddir. Markmid pess er ad kortleggja alla lykildhaettupaetti og bregdast vid med videigandi haetti, med pad fyrir
augum ad draga ur daeskilegum atburdum og mégulegum dhrifum peirra 4 heilsu, 6ryggi og umhverfid (HOU).

Meelikvardi: Ljuka vid vidbragdsaaetlanir i tengslum vid allar megindhaettur.
Meelikvardi: ISO 9001, 45001 og 14001 var vidhaldid (2019: vidhélt vottun).

Lykil arangursmaelikvardar

Innleiding stadalsins Global Reporting Initiative (GRI) og opid samtal vid hagadila mun betur gera félaginu kleift ad
leggja mat & lykil drangursmaelikvarda pess ad pvi er vardar 6fjarhagslega upplysingagjof. Vinna er pegar hafin med
bad ad markmidi ad veita viGkomandi upplysingar & arinu 2021.

Umbhverfid

HS Orka er med starfsleyfi fra heilbrigdisyfirvoldum og starfar i samraemi vid videigandi umhverfislog og reglugerdir.
HS Orka er med vottad umhverfisstjérnunarkerfi samkvaemt I1ISO 14001. Félagid vinnur ad pvi ad framfylgja
umhverfisstefnu sinni med pvi ad nota fyrirbyggjandi radstafanir til ad draga Ur atvikum ad pvi er vardar
umbhverfistengda peetti starfseminnar. Eitt lykil markmid félagsins er ad koma i veg fyrir umhverfisslys i starfsemi HS
Orku.

Maelikvardi: ISO 14001 vottun var vidhaldid. Engin umhverfisslys urdu (2019: vidhélt vottun).

Adgerda er porf til ad draga ur hlynun jardar og endurheimta stédugra loftslag. HS Orka vinnur ad loftslagsstefnu i
pvi skyna ad nd markmidi sinu um kolefnishlutleysi arid 2040. Markmidid er ad na 25 g CO2/kWst arid 2030 og
kolefnishlutleysi arid 2040.

Maelikvardi: Losun 42 g CO2/kWst. &rid 2020 (2019: 43 g CO2/kWst). A 4rinu 2020 var bein losun 95.800 tonn af
CO2 og 6bein losun var 24.000 tonn af CO2 (2019: 75.000 tonn og 51.000 tonn).

HS Orka hefur med virkum haetti aukid hlutdeild rafmagns- og tengibifreida i flota sinum sidan 2015 og markmidid
er ad nd 100% umhverfisveenum okutaekjum arid 2030. Félagid tekur pannig patt i umskiptum yfir i hreina orku.

Meelikvardi: Hlutfall umhverfisvaenna 6kutaekja — 63% arid 2020 (2019: 44%).

Obein losun, s.s. Urgangur og flugferdir tengdar starfsemi félagsins, minnkadi um 50% vegna afleidinga af COVID-
19. par af minnkadi losun vegna urgangs um 16% vegna aukinnar dherslu & flokkun. Markmidid er ad flokka 95% af
Urgangi félagsins fyrir 4rid 2030. Sem motvaegisadgerd var votlendi 4 islandi endurheimt. Endurheimt votlendis
stodvar losun & svaedinu og leidir til aukinnar fjolbreytni a lifriki.

Meelikvardi: Flokkun Urgangs —84% in 2020 (2019: 80%).
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Starfsmannamal og mannréttindi
Starfsmannamal

Gildi HS Orku (Heidarleiki - Framsyni - Metnadur) eru vegyvisir fyrir HS Orku og starfsmenn félagsins. Starfsemi
félagsins krefst mikillar sérfreedipekkingar og reynslu. bess vegna er sjalfbaer voxtur félagsins og arangursrik
nyskopun téluvert had pvi ad rdda rétta starfsfolkid og fordast ad missa pad 4 hordum samkeppnismarkadi. betta er
gert med pvi ad skapa og vidhalda adladandi vinnustad med skyr gildi sem leggja sérstaka aherslu &
vinnustadamenninguna.

Markmid HS Orku er ad lada ad og halda framurskarandi starfsfélki sem leggur sig fram um ad starfa i samraemi vid
gildi okkar. Starfsmannastefna HS Orku tryggir ad vinnustadurinn samtvinni sérfraedipekkingu, kunnattu,
framurskarandi pjonustu, jakvaedan starfsanda og gagnkvaema virdingu. Starfsmannastefnan var samin i samradi vid
starfsmenn og er endurskodud reglulega, sifast pann 20. mai 2020. Jafnframt er HS Orka med skyra stefnu um
jafnrétti kynjanna sem fram kemur i jafnréttisstefnu félagsins sem sett er i samraemi vid l6g nr. 10/2008. | stjérn HS
Orku eru fjorir fulltrdar, tveir karlar og tveer konur, og i framkveemdastjorn pess eru 8 fulltrdar, fimm karlar og prjar
konur.

Maelikvardi: | lok 2020 var hlutfall kvenna i hépi starfsmanna HS Orku 19% (2019: 12%).

Arid 2018 fékk HS Orka Jafnlaunavottun, (ST 85:2012. Fyrirtaeki og stofnanir med meira en 250 starfsmenn voru
skyldug til ad na sér i vottunina fyrir lok ars 2018, en HS Orka akvad ad nd sér i vottunina strax, pratt fyrir ad krafan
um pad kaemi fyrst i lok ars 2021.

Maelikvardi: HS Orka vidhélt [ST 85:2012 vottun { Uttekt BSI &rid 2020 (vidhélt & drinu 2019).

Stefna félagsins leggur dherslu 4 moguleika starfsmanna til ad vaxa og dafna i g6du og heilbrigdu starfsumhverfi
med gddan starfsanda og metnad. bessu er jafnframt ndd med pvi ad leggja dherslu a starfspréun, pjalfun, laun og
starfskjor sem og samraemingu fjolskyldulifs og vinnu. HS Orka er med vottun & grundvelli ISO 45001, stadals um
heilsu og 6ryggi & vinustad, sem gerir krofu um stodugar Urbaetur & pvi svidi. Félagid er med reglur og verklag
vardandi oOryggi og heilsu, misnotkun og um hegdun og frammistédu starfsmanna til hagsbota fyrir
vinnuveitandann. Félagid er med stefnu um engin slys og skrdir oll tilvik asamt pvi ad geyma skyrslur um 6ll slys og
fjarvistir vegna veikinda. A &rinu 2020 vard eitt slys og starfsmadurinn hefur nad sér ad fullu.

Maelikvardi: HS Orka vighélt ISO 45001 vottun i Uttekt BSI 4rid 2020 (2019: vidhélt vottun).

Mannréttindi

Virding fyrir mannréttindum er grundvallaratridi fyrir HS Orku. Félagid hefur skuldbundid sig til ad tryggja ad komid
sé fram vid félk af seemd og virdingu. Ahzettur tengdar brotum & mannréttindum eru m.a. vegna vinnuadstaedna og
vinnu barna. HS Orka er skuldbundin til ad fylgja 6llum I6gum, reglugerdum og reglum vardandi grundvallar
mannréttindi sem na m.a. yfir pvingada vinnu, misneytingu 4 vinnustad, mansal og adrar birtingarmyndir
mismununar. Skuldbinding HS Orku um ad stunda vidskipti af heilindum felur i sér ad fordast spillingu i hvada formi
sem er, par 8 medal mutur, og fylgja [l6gum um adgerdir gegn spillingu.

Ad auki hefur félagid geedastadla og strangar oryggisreglur til ad tryggja oryggi starfsmanna sinna og verktaka sem
veita pvi pjénustu. Allir samningar vid verktaka, par & medal undirverktaka, gera krofu um ad fylgt sé 6llum logum
og reglugerdum um vinnumarkadsmal, heilbrigdi og 6ryggi. begar um Utbod er ad reeda innihalda Utbodsgdgn
krofur sem aetlad er ad tryggja virdingu fyrir mannréttindum & 6llum svidum starfseminnar.
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