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Share capital and the articles of association

Changes were made during the year in the Group's organisation and executive management. The aim of these changes
was to ensure better integration of the operations of Skeljungur in Iceland and the Faroe Islands, increase efficiency of the
operations and support sales to foreign vessels in the North-Atlantic area. Furthermore, the changed organisation will
better enable the executive management to work on collective matters and future development of the Group. Hendrik
Egholm was employed as the new CEO in addition to further changes being made and the number of positions in
executive management of the Company was reduced.

A part of the Group's strategy on simplifying the operations was also to decide to decrease the Company's brand names
and transfer nine fuel stations which had been operating under the Skeljungur brand name to the Orkan brand name.
Parallel to these changes the number of the Group's employees was reduced by 29.

The share capital amounted to 2.152.031.847 at the end of the year. The share capital is all in one share class
which is registered at Nasdaq and all shareholders have the same rights. At year end the share capital is owned by 1.403
shareholders but were 1.906 at the beginning of the year. The ten largest shareholders  at year end:

On 31 March agreements were finalised on the refinancing of all interest bearing liabilities of the Group with Bank Nordik,
Betri Banki and Arion banki. The aim of the borrowing was to reduce the Group's finance expenses and reduce foreign
exchange risk. New loans in Skeljungur were in part in DKK and are meant to hedge part of the worth of its subsidiary Magn
which functional currency is DKK. The Group has thus adopted hedge accounting from the time the loans became due.

Endorsement by the Board of Directors and the CEO

The Consolidated Financial Statements of Skeljungur hf. (the or for the financial year 2017
comprise the Company and its subsidiaries (Group) and are prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Union and additional requirements in the Icelandic Financial Statements Act.
The main activities of the Company are import, sale and distribution of oil in addition to lubricants, chemical products and
fertilizer and various kinds of trade in other commodities, both in retail and wholesale. The Company operates in two
geographical markets, in Iceland and the Faroe Islands.

The Group's total revenues in 2017 amounted to ISK 55,564 million (2016: ISK 45,911 million) and profit amounted to ISK
1,143 million (2016: 1,262 million). According to the consolidated statement of financial position the Group's total equity
at 31 December 2017 amounted to ISK 20,999 million (2016: 18,299 million) and liabilities amounted to ISK 13,095 million
(2016: ISK 11,187 million). Total equity amounted to ISK 7,904 million (2016: ISK 7,112 million) and equity ratio was 38%
(2016: 39%). Fulltime equivalents at year end were 171 (2016: 198).

Shareholder
Nominal value of 

share in million Share

Gildi - lífeyrissjóður ........................................................................................................... 198 9,53%

Arion banki hf. ................................................................................................................... 162 7,79%

Lífeyrissj.starfsm.rík. A-deild ............................................................................................. 143 6,87%

Frjálsi lífeyrissjóðurinn ...................................................................................................... 139 6,70%

Stapi lífeyrissjóður ............................................................................................................. 94 4,53%

Stefnir -  Samval ................................................................................................................. 86 4,15%

Festa - lífeyrissjóður .......................................................................................................... 85 4,11%

Birta lífeyrissjóður ............................................................................................................. 76 3,65%

Lífeyrissj.starfsm.rík. B-deild ............................................................................................. 69 3,34%

Söfnunarsjóður lífeyrisréttinda ........................................................................................ 68 3,28%

Ten largest shareholders total 1.121 53,96%

Other shareholders ........................................................................................................... 956 46,04%

Total outstanding shares 2.077 100,00%

Shares owned by Skeljungur ............................................................................................ 75

Total shares as in articles of association 2.152
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Corporate governance

Non-financial information reporting

Statement of the Board of Directors and CEO

Skeljungur wants to show responsibility, as a participant in the community. Skeljungur has compiled information
necessary to evaluate the Company´s development, scope, status and effects in relation to environmental, social and
employee matters, along with the Company´s policy regarding human rights and the Company´s counteractions against
corruption and bribery. The information is in an annex enclosed with the Financial Statements.

The right to vote in Skeljungur hf. is such that a share of ISK 1 is equal to 1 vote. On 31 October 2017 the Company's share
capital was increased by the nominal value of ISK 52 million in order to fulfill stock option agreements, after the increase
the total share capital amounts to ISK 2,152 million.

A shareholders' meeting in Skeljungur hf. on 2 November approved an addition to Article 8 of the articles of association,
which relates to purchase of own shares and the Board of Directors was also granted authority to purchase shares in the
Company for up to 10% of the share capital, until the next annual general meeting. The authorisation to purchase own
shares was capped at ISK 700 million at market value. This decision was in line with the Company's policy on capital
structure. On 7 November the Board of Directors decided to utilise the aforementioned authorisation in full and execution
of the plan started on 8 November. On 31 December 2017 Skeljungur had purchased 75 million shares or around 3.48% of
the Company's total share capital. The purchase price of these shares amounted to a total of ISK 531 million which
corresponds to 75.84% of the approved maximum authorisation.

Endorsement by the Board of Directors and the CEO

The Board of Directors proposes that dividend amounting to ISK 500 million will be paid to shareholders in the year 2018
which corresponds to 43.7% of the year's profit. 

The Board of Directors and Management of Skeljungur put great emphasis on the Company adhering to good corporate
governance. In the mind of the Board and Management, good corporate governance is a foundation for trust and
efficiency and thus strengthens the relationship between all of the Company´s stakeholders. The Company strives to
adhere to the Iceland Chamber of Commerce (ICC), SA Business Iceland and Nasdaq Iceland´s Guidelines on Corporate
Governance (accessible on ICC´s website www.vi.is). The Board has also established Rules of Procedure that are to a great
extent based on the aforementioned guidelines and are among other things meant to define the purview of the Board and
the CEO in more detail.

Skeljungur has adhered to the aforementioned guidelines, in addition to other external and internal rules regarding
corporate governance. The Board of Skeljungur comprises two women and three men and the Company fulfils legal
requirements regarding gender ratios of the Company´s board.

Further information regarding the Board and its corporate governance is in the annex Corporate Governance Statement,
which is enclosed with the Financial Statements.

The consolidated financial statements are prepared in accordance with International Financial Reporting Standards (IFRS)
as adopted by the EU and additional requirements in Icelandic laws and rules applicable to financial statements of listed
companies. To the Board of Directors´ and the CEO´s best knowledge the Consolidated Financial Statements give a fair
view of the operating results in the year 2017, its assets and financial position at 31 December 2017 and changes in cash
flow in 2017. It is also the opinion of the Board of Directors and the CEO that the Financial Statements give a fair view of the
development and progress of the Group's operations and position and that they describe the main risk factors and
uncertainty that the Company faces. According to the Board of Directors´ and the CEO´s best knowledge the Consolidated
Financial Statements are in accordance with International Financial Reporting Standards as adopted by the EU and
additional requirements in Icelandic laws and rules applicable to financial statements of listed companies. 
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Reykjavík, 21 February 2018

The Board of Directors and the CEO of Skeljungur hf. have reviewed and hereby confirm the Consolidated Financial
Statements for 2017 by means of their signatures. The Board of Directors and the CEO propose to the Annual General
Meeting the approval of the Consolidated Financial Statements.

Endorsement by the Board of Directors and the CEO

The Board of Directors 

  

     
  Jón Diðrik Jónsson, chairman   

     

Birna Ósk Einarsdóttir    Gunn Ellefsen 

     
Jens Meinhard Rasmussen    Trausti Jónsson 

CEO 

 

 

  Hendrik Egholm   
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To the Board of Directors and Shareholders of Skeljungur hf.

Report on the Audit of the Consolidated Financial Statements

Key Audit Matters
How the matter was addressed 
in the audit

We in cooperation with our valuation experts evaluated
the assumptions used by management in calculating
value of goodwill in each cash generating unit. This work
included among other things:

Management calculation model was tested at its
functionality evaluated.

Key assumptions for projected cash flows and operating
plans for the next five years were tested. This work
entailed an evaluation of key assumptions regarding
income, operating expenses, contribution margin and
investments for the projected period.

Assumptions relating to projected future growth
following the projected period were evaluated.

In reviewing the reliability of operating and cash flow
plans, among other things deviations from previous
plans were taken into account.

Management key assumptions were compared to
external and internal data.

We reviewed notes to the financial statements and
verified that information required in accounting policies
were included.

Independent auditor's report

Opinion

We have audited the consolidated financial statements of Skeljungur hf. (the Group) for the year 2017, which comprise the
consolidated statement of financial position, consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows, summary of significant accounting policies and other notes.

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Group as at 31
December 2017, and of its consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs) as adopted by the EU and additional disclosure
requirements in accordance with the law and regulation on consolidated financial statements for companies listed on the
stock exchange.

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 Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the Code of ethics for Icelandic auditors and
have fulfilled other ethical requirements of those rules. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements. These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, but we do not provide a separate opinion on these matters.

Goodwill must be tested annually for impairment in order to
confirm that carrying amount is not less than discounted
estimated future cash flow of the relevant cash generating
unit. Impairment test must be performed on financial assets if
there is indication of impairment or if it is probable that an
impairment needs to be reversed, but impairment of
operating assets of depots amounted to ISK 1,063 million in
the consolidated financial statements for the year
2015.

Evaluation of the goodwill and carrying amount of
depots are key audit matters in the audit of the consolidated
financial statements since these are large parts of total assets.
Furthermore, there are inherent uncertainties in
management's plans regarding among other things price
levels, changes in volumes, changes in prices and other
management assumptions which are used in discounting
future cash flows of the relevant cash generating units and due
to how sensitive the impairment test is for changes in
assumptions.

Information on impairment tests performed on goodwill is in
note 16 and note 18 contains information on an impairment
test performed at year-end on the depot. Further
information on accounting policies is in note 5i and j.

Valuation of goodwill and financial assets (depot)
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Other information

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

Independent's Auditors report contd.:

The Board of Directors and CEO are responsible for the other information. The other information comprises financial
information on Skeljungur's website (www.skeljungur.is) excluding the consolidated financial statements and our
accompanying audit report. Our opinion on the consolidated financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon.

The Board of Directors and CEO are responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs as adopted by the EU, and additional disclosure requirements in accordance with the
law and regulation on consolidated financial statements for companies listed on the stock exchange, and for such internal
control as they determine is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, the Board of Directors and CEO are responsible for assessing the
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 Group or to cease operations, or has no realistic
alternative but to do so.

Auditor's Responsibilities for the Audit of 
the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an 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 consolidated financial statements.

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

Identify and assess the risks of material misstatement of the consolidated 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.

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

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

Conclude on the appropriateness of 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 ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our report to the related disclosures in the consolidated 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 report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our audit opinion.

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.

We also provide the Board of Directors and audit committee with a statement that we have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors and audit committee, we determine those matters that were of 
most significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

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

The auditors responsible for the audit of the consolidated financial statements and the independent report are
Reynir Stefán Gylfason  and Matthías Þór Óskarsson.

Reykjavík, 21 February 2018

Independent's Auditors report contd.:
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2017 2016
Notes

7 55.564 45.911 

8 48.380)(             38.629)(             

Gross profit 7.183 7.283 

9 128 143 

10 2.252)(                2.227)(                

11 1.865)(                1.896)(                

12 577)(                    540)(                    
4.694)(                4.663)(                

Profit before depreciation and financial items (EBITDA)..................................................... 2.618 2.763 

831)(                    714)(                    

Operating profit before financial items (EBIT) .................................................. 1.786 2.050 
 

14 25 42 

14 438)(                    562)(                    
413)(                    520)(                    

21 33 33 

 1.406 1.562 

15 263)(                    301)(                    

1.143 1.262 

Net earnings for the period attributable to:
1.143 1.262 

0 0 
1.143 1.262 

27 0,54 0,56 

27 0,54 0,56 

The notes on pages  14 -39 are an integral part of these consolidated financial statements.

Sales ............................................................................................................................
Cost of goods sold .......................................................................................................

Other income ..............................................................................................................

Salaries and salary related expenses .............................................................................

Consolidated Income Statement 2017

Financial income .........................................................................................................

Earnings per each ISK one of share capital 

Profit before income tax ...........................................................................................................

Profit for the period..........................................................................................................................

Earnings per share:

Owners of  the Company .............................................................................................
Non-controlling interest ..............................................................................................

Sales and distribution expenses ...................................................................................

Operating expenses ....................................................................................................

Depreciation of operating assets ..................................................................................

Diluted earnings per each ISK one of share capital

Financial expenses .......................................................................................................

Share of profit from associated companies ...................................................................

Income tax expense .....................................................................................................
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Notes 2017 2016

1.143 1.262 0 0 

112 628)(                    

140)(                    0 

28 0 

0 628)(                    

Total comprehensive income ............................................................................. 1.144 634 

Net earnings for the period attributable to:

1.143 1.262 

0 0 
1.143 1.262 

Consolidated Financial Statements

The notes on pages  14 -39 are an integral part of these consolidated financial statements.

Profit for the period ..........................................................................................................................

Owners of  the Company ...........................................................................................

Non-controlling interest ............................................................................................

Consolidated Statement of 
Comprehensive Income 2017

Other comprehensive income that will be 
reclassified to profit or loss:

Translation difference of associates and subsidiaries ..................................................

Translation difference of net investment hedge .........................................................

Income tax relating to net investment hedge .........
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Notes 2017 2016
Non-current assets

16  3.217  3.131 

17 689  649 

18 9.589 9.653 

21 450 93 

22 7 1 
13.952 13.527 

Current assets

23 2.869 2.354 

24 3.409 2.136 

25 341 97 

428 185 
7.047 4.772 

20.999 18.299 0 0 

Consolidated Financial Statements

2.077 2.100 

3.210 3.115 

407 370 

1 37 

1.132)(                1.150)(                

867 633 

2.442 2.008 

Total equity attributable to equity holders of the Company 26 7.872 7.112 
9 0 

Total equity 7.881 7.112 

Liabilities

28 609 612 
29 4.875 4.486 

Non-current liabilities 5.484 5.099 

Current liabilities

29 2.017 1.702 

2.086 1.551 

29 366 404 

33 83 0 

15,28 255 271 
30 2.827 2.160 

7.635 6.088 

13.118 11.187 

20.999 18.299 

The notes on pages  14 -39 are an integral part of these consolidated financial statements.

Long term receivables ........................................................................................

Consolidated Statement of 
Financial Position 2017

Goodwill ............................................................................................................

Other intangible assets .......................................................................................

Operating assets ................................................................................................

Shares in associated companies ..........................................................................

Translation difference of shares in companies .....................................................

Non-current assets

Inventories .........................................................................................................

Trade receivables ...............................................................................................

Other receivables ...............................................................................................

Cash and cash equivalents ..................................................................................
Current assets

Total assets

Share capital .......................................................................................................

Share premium ..................................................................................................

Statutory reserve ................................................................................................

Reserve for share options ...................................................................................

Reserve for share in profit from subsidiaries and associated companies ...............

Retained earnings ..............................................................................................

Deferred tax liability ............................................................................................
Loans and borrowings ........................................................................................

Non-controlling interest .....................................................................................

Other current liabilities .......................................................................................
Current liabilities

Total liabilities

Total equity and liabilities

Short term borrowings .......................................................................................

Trade payables ...................................................................................................

Current maturities of long-term debt ..................................................................

Related party debt ..............................................................................................

Taxes for the year ................................................................................................
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Reserve for

share in Total Non

Share Share Statutory Share option Translation profit from Retained equity of  controlling Total

capital premium reserve reserve difference subsidiaries earnings the Company interest Equity

2016
2.502 3.712 244 37 522)(                0 1.505 7.478 0 7.478 

1.262 1.262 1.262 

628)(                628)(                628)(                

628)(                0 1.262 634 0 634 

Contribution to reserve, profit from
633 633)(                0 

126 126)(                0 0 

403)(                597)(                1.000)(            1.000)(            

2.100 3.115 370 37 1.150)(            633 2.008 7.112 0 7.112 

2017
2.100 3.115 370 37 1.150)(            633 2.008 7.112 0 7.112 

1.143 1.143 1.143 

0 0 0 
0 0 1.143 1.143 0 1.143 

Consolidated Financial Statements
17 234 251)(                0)(                      0)(                      

36)(                   36 0 0 
52 96 148 148 
75)(                   457)(                532)(                532)(                

9 9 

37 37)(                   0 0 

2.077 3.210 407 1 1.132)(            867 2.442 7.872 9 7.881 

The notes on pages  14 -39 are an integral part of these consolidated financial statements.

Consolidated Statement of Changes in Equity 2017

Profit for the year ......................................

Other earnings .........................................

Total comprehensive income ...................

Contribution to statutory reserve ..............

Share decrease .........................................

Balance at 31 December 2016

   subsidiaries and associated comp. ..........

Balance at 31 December 2017

Profit for the year ......................................

Other earnings .........................................
Total comprehensive income ...................

   subsidiaries and associated comp. ..........

Contribution to statutory reserve ..............

Changes in non-controlling interest .........

Stock options redeemed ..........................
Issued share capital ..................................
Purchased own shares ..............................
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Notes 2017 2016
Cash flows from operating activities:

1.143 1.262 

Adjustments:

17,18 831 714 
21 33)(                    33)(                    

414 520 

0)(                       5 

28 265 301 

Cash flow from operations less interest and taxes 2.620 2.768 

Changes in operating assets and liabilities:

478)(                  353)(                  

1.504)(             199)(                  

1.168 578 
0 0 

814)(                  26 

Cash generated from operating activities 1.806 2.794 

25 42 

455)(                  563)(                  
272)(                  221)(                  

1.104 2.052 

Investing activities
0 97)(                    

17 693)(                  956)(                  

18 14 8 
40)(                    0 

285)(                  0 
0 1)(                       
2 2 

6)(                       22 
Net cash used in investing activities 1.008)(             1.022)(              

Financing activities
148 1.000)(             

9 0 
532)(                  0 

4.449)(             710)(                  
4.633 19 

25 0 
307 482 

Net cash from financing activities 142 1.209)(             

237 178)(                  

185 374 

6 11)(                    

428 185 

The notes on pages  14 -39 are an integral part of these consolidated financial statements.

Share capital increase (decrease) ...............................................................................

Investment in intangible assets ..................................................................................

Investment in operating assets ...................................................................................

Proceeds from sale of operating assets .......................................................................

Cash and cash equivalents at year end ........................................................................

Investment in shares in subsidiaries ...........................................................................

Proceeds from sale of shares in associated companies ................................................
Dividend from associated companies .........................................................................

Securities, change ......................................................................................................

Share capital sold to non-controlling interest in subsidiary .........................................

Amortisation of long-term liabilities ............................................................................
New long-term liabilities ............................................................................................

Short-term borrowing, change ...................................................................................

Investment in associated companies ..........................................................................

Payables to associated companies ..............................................................................

Purchase of own shares ..............................................................................................

Interest income received ............................................................................................

Interest expenses .......................................................................................................

Taxes paid ..................................................................................................................

Cash and cash equivalents at the beginning of the year......................................................................................

Effects of movements in exchange rates on cash held .......................................................................

Net increase (decrease) in cash and cash equivalents ........................................................... 

Profit for the year .......................................................................................................

Depreciation and impairment .................................................................................

Consolidated Statement of 
Cash Flows 2017

Trade and other payables, change ..........................................................................

Trade and other receivables, change .......................................................................

Profit from associated companies ............................................................................

Financial income and financial expenses .................................................................

Loss (gain) on sale of assets .....................................................................................

Income tax ..............................................................................................................

Inventories, change ................................................................................................

Deferred income .....................................................................................................
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1. Reporting entity

2. Basis of accounting  

3.

4.

a. Determination of fair values

- Level 1; quoted prices in active markets for identical assets or liabilities.

- Level 3; assumptions for value of the asset or liability that are not based on observable market data.

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

Management's use of judgements and estimates
In preparing these consolidated financial statements in accordance with IFRSs, management has made judgements,
estimates and assumptions that effect the application of the Group's accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. The effect of changes are entered in the
periods that the changes are made and in subsequent periods if the change also affects those periods.

Information about significant areas of estimates and judgments made in applying accounting policies that have
significant effect on the amounts recognised in the consolidated financial statements is in note 16 regarding
measurement of the recoverable amounts of cash generating units containing goodwill.

hf. (the "Company") is a limited liability company domiciled in Iceland. The address of the Company´s registered office
is at Borgartun 26, Reykjavik. The Consolidated Financial Statements of the Company comprise the Company and its
subsidiaries (together referred to as the and individually as and the interest in
associates.

The main activities of the Company are import, sale and distribution of oil in addition to lubricants, chemical products
and fertilizer and various kinds of trade in other commodities, both in retail and whole sale. In addition lending,
operation of real estates, vessels, service stations and other activity or participation in business activities in accordance
with decisions made by the Board of Directors. The Group operates in two geographical areas, in Iceland and the Faroe
Islands. In Iceland the Company operates under the brand names Skeljungur, Orkan and Orkan X and runs 65 fuel
stations and 4 oil depots. The subsidiary P/F Magn operates in the Faroe Islands and runs 11 retail and fuel stations
around the Faroe Islands in addition to running 2 oil depots. The companies' customer base comes from all sectors of
the communities.

The Group's consolidated financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU and additional requirements in Icelandic laws and rules applicable to financial
statements of listed companies.
The Board of Directors of Skeljungur hf. approved and authorised publication of the consolidated financial statements
on 21 February 2017.

The consolidated financial statements are based on cost accounting except that forward contracts are measured at fair 

Presentation and functional currency

Notes to the Consolidated Financial Statements

A number of the accounting policies and disclosures require the determination of fair value, for both financial
and non-financial assets and liabilities.

To the extent possible the Group uses market information in determining fair values but if such information is not
available management's evaluation is used. If information from a third party is used, such as prices from brokers or
valuation services, in determining fair values then management uses the information to support their result that the
evaluation fulfills requirements of IRFSs, including the level in the fair value hierarchy in which such valuations should
be classified. 

- Level 2; assumptions based on other than quoted prices included in Level 1 that can be acquired for the asset or 
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Further information about the assumptions made in measuring fair values is included in note 16 intangible assets and
in note 31 risk management.

Consolidated  Financial Statements of Skeljungur hf. 2017 14 Amounts are in millions



__________________________________________________________________________________________________________

5. Significant accounting policies

a. 
i)

ii)

iii)

iv) Associates
Associates are those entities in which the Group has significant influence, but not control, over their financial and
operating policies. Significant influence is presumed to exist when the Group 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 recognised initially at cost, including
transaction costs.

The consolidated financial statements include the share of the profit or loss and other comprehensive income
of associates according to equity method. If share in loss exceeds book value of the associate the book value is moved
to zero and further loss not recognised unless the Group has accepted guarantee for the associate or financed it. If
profit incurs in later periods the Group does not recognise its profit until accumulated loss has been met.

Merger of entities
The Group accounts for merger of entities using the acquisition method when control is transferred to the Group.

The consideration transferred in the acquisition is generally measured at fair value, as are the identifiable net

assets acquired. Any goodwill that arises is tested annually for impairment. Any profit on a beneficial purchase is

recognised in profit or loss immediately. Transaction costs are expensed as incurred, except if related to the

issue of debt or equity securities. 

Share of other shareholder, which are considered non-controlling, is measured at its proportionate share of the

recognised amount of the identifiable net assets at the acquisition date.

Subsidiaries
Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights

to, variable returns from its involvement with the entity and has the ability to affect those returns through its

power over the entity. The financial statements of the subsidiaries are included in the consolidated financial

statements from the date that control commences until the date on which control ceases.

Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised gains arising from intra-group transactions, are eliminated
on consolidation. Unrealised gains arising from transactions with associates are eliminated against the investment to
the extent of the interest in the associate. Unrealised losses are eliminated in the same way as unrealised
gains, but only to the extent that there is no evidence of impairment.

Notes, contd.:

The Group has consistently applied the following accounting policies to all periods presented in these consolidated
financial statements.

Basis for consolidation
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5. Significant accounting policies, contd.:
b.

c.
(i)

(ii)

d.
(i)

(ii)

e.
(i)

(ii)

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

Share option agreements
The fair value of employees' share option rights is measured at the date of the agreement and recognised among
salaries and salary related expenses in the period the employees earn the share option rights. The amount is offset in a
separate item in equity. Annual charge is adjusted taking into account the number of earned share option rights. The
fair value of employees' share option rights is measured using the Black-Scholes formula. Measurement inputs include
share price of the instrument, expected volatility in rate of exchange, duration of the agreements, expected dividends,
and risk-free interest rate (based on government bonds).

Payments under operating leases are recognised in the statement of comprehensive income on a straight-line basis
over the term of the lease.

Foreign currency transactions

Other income
Other income comprises commissions, gain on sale of assets, rental income and other income. Other income is

recognised upon delivery of goods or services. Rental income is recognised in the income statement on a straight-

line basis over the rental period.

Expenses
Cost of goods sold
Cost of goods sold consists of the purchase price of sold inventories together with the related transportation

cost, excise tax and duties.

Lease payments

Transactions in foreign currencies are translated to Icelandic krona at the foreign exchange rate at the date of the

transaction. Assets and liabilities denominated in foreign currencies are recognised at the foreign exchange rate

at the reporting date. Foreign exchange differences arising from translation of assets and liabilities are recognised

in the consolidated statement of comprehensive income.

Subsidiaries with different functional currency than ISK
Monetary assets and liabilities of foreign operations are translated to Icelandic krona at the exchange rate at the
reporting date. Transactions are translated at the average exchange rate of the year. Exchange differences arising from
the translation to Icelandic krona are recognised as a separate line item in the statement of comprehensive income.
The cash flow is translated to Icelandic krona using the average exchange rate of the year. When foreign operation is
sold, in full or in part, related exchange difference is recognised in the income statement.

Revenue
Sold goods and services
Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the payment received 
or receivable, net of discounts and refunds. Revenue is recognised when the significant risks and rewards of
ownership are transferred to the customer, recovery of the consideration is probable,and the cost of sale and possible
return of goods can be estimated reliably. Revenue is in general recognised upon delivery of the goods as the risk and
rewards are in general transferred to the buyer when delivery occurs. 

Notes, contd.:

Foreign currencies
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5. Significant accounting policies, contd.:
f.

g.

h.

i.
(i)

(ii)

Intangible assets and goodwill
Recognition and measurement
Goodwill arising on the acquisition of subsidiaries relates to the difference between original purchase price and

share in equity on acquisition date. An impairment test is performed at least annually.                                                                                                                                

Software and customer relationships relating to a subsidiary that have finite useful lives are measured at cost less 

accumulated amortisation and any accumulated impairment losses.

Subsequent expenditure
Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific
asset to which it relates. Regular repair and maintenance is expensed as incurred. 

Current tax comprises 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 recognised 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 recognised 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 realised.

Earnings per share
The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of
ordinary shares outstanding during the period, adjusted for own shares held. 

Finance income and finance expenses
Finance income comprises interest income on funds invested, changes in the fair value of financial assets at fair value
through profit or loss. Interest income is recognised as it accrues in profit or loss, using the effective interest method.
Dividend income is recognised in profit or loss on the date on which the Group's right to receive payment is
established.

Finance costs comprises interest expense on borrowings, unwinding of the discount on provisions, changes in the fair
value of financial assets at fair value through profit or loss, and impairment losses recognised on financial assets other
than trade receivables. 

Foreign currency gains and losses are reported on a net basis as finance income or finance expenses as appropriate.

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

Notes, contd.:
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5. Significant accounting policies, contd.:
i.
(iii)

10 years
20 years

j.
(i)

(ii)

(iii)

11 - 50 years
4 - 13 years

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful life 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 lifes for the current and comparative periods are as follows:

Oil depots and real estates ..................................................................................................................
Vehicles, machinery and equipment  ...................................................................................................

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

If significant parts of an item of operating asset have different useful lives, they are accounted for as separate items of
operating assets.

Any gain or loss on disposal of an item of operating assets is recognised in profit or loss by comparing sale price and
carrying amount of the asset and settled and then recognised in the income statement among other income or other
expenses.

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

Depreciation
Depreciation is based on the 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.

Customer relationships .......................................................................................................................

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

Operating assets
Recognition and measurement
Items of operating assets are measured at cost less accumulated depreciation and accumulated impairment

losses. 

Cost comprises of direct cost related to the purchase. Cost price of operating assets which the Company itself

builds includes direct material, salary expenses and other direct cost related to the asset becoming ready to use

and capitalised finance expenses. Purchased software which is necessary in order to operate the operating

assets is capitalised as a part of the operating asset.

Notes, contd.:

Intangible assets and goodwill contd.:
Amortisation
Amortisation is calculated to write off the cost of intangible assets less their estimated residual values using the straight-
line method over their estimated useful lifes, and is recognised in profit or loss.  Goodwill is not amortised.

The estimated useful lifes for the current and comparative periods are as follows:

Software .............................................................................................................................................
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5. Significant accounting policies, contd.:
k.

l.

m.

 

n.
(i)

Loans and receivables comprise cash and cash equivalents and trade receivables, other receivables and other short-
term loans.

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

Non-derivative financial assets
The Group initially recognises loans and receivables and bank deposits on the date that they originate. All other

financial assets including assets designated at fair value through profit or loss are recognised initially on the trade

date, which is the date the Group becomes a party to the contractual provisions of the instrument.

The Group derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or

it transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which the

risks and rewards of ownership of the financial asset are substantially transferred. Any interest in transferred

financial assets that is created or retained by the Group is recognised as a separate asset or liability.

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and
only when, the Group has a legal right to offset the amounts and intends either to settle on a net basis or to realise the
asset and settle the liability simultaneously.

Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active market.
Such assets are recognised initially at fair value plus any directly attributable transaction costs. Subsequent to initial
recognition loans and receivables are measured at amortised cost using the effective interest method, less any
impairment losses.

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 realisable value is the estimated selling price in the ordinary course of business less the
estimated cost of completion and selling expenses.

Provisions
A provision is recognised if, as a result of a past event, the Group has a present legal or contractual 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
recognised as finance expenses.

Financial instruments

Notes, contd.:

Leased assets
Group as a lessee
Leases are operating leases and the leased assets are not recognised in the Group's statement of financial

position. Lease payments are expensed when they occur.

Group as a lessor
Lease income is recognised in the income statement on a straight-line basis over the term of the lease.
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5. Significant accounting policies, contd.:
n. Financial instruments, contd.:
(ii)

(iii)

(v)
Share capital is classified as equity. Incremental costs directly attributable to the issue of share capital are recognised
as a deduction from equity, after deducting tax.
Own shares acquired
When acquiring own shares the purchase price, including direct expenses, is recognised as decrease in equity. When
own shares are sold or re-issued equity increases and profit or loss from the transaction are recognised through share
premium.

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and
only when, the Group has a legal right to offset the amounts and intends either to settle on a net basis or to realize the
asset and settle the liability simultaneously.

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

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

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in profit or loss as
incurred. Subsequent to initial recognition, derivatives are measured at fair value in the statement of financial position
and changes in fair value are recognised in profit or loss as part of cost of goods sold in the statement of
comprehensive income. Derivatives used when purchasing oil is recognised in inventories but the business cost is
recognised in cost of goods sold.

Share capital

Notes, contd.:

The Group initially recognises debt securities issued on the date that they originate. All other financial liabilities are
recognised initially on the trade date at which the Group becomes a party to the contractual provisions of the
instrument.

The Group derecognises a financial liability when its contractual obligations are discharged, cancelled or they expire.

Non-derivative financial liabilities

Derivative financial instruments

On 21 April 2017 the Company started to apply hedge accounting on net investments due to foreign exchange risk
which arises between the functional currency of the subsidiary Magn P/F, in DKK, and the Company's functional
currency, ISK. The Company's investment in Magn is hedged in part with the Company's borrowing in DKK, but the
book value of the loan was DKK 121 million at year end. The Company has recognised the loan in full as hedge
instrument due to foreign exchange risk arising out of the corresponding amount af net investment in Magn.

The Company measures the functionality of the hedge in relation to the amount of the hedged net asset. In so far as
the hedge is active, the translation difference due to the loan is recognised among other earnings and accumulates in
hedge account among equity. The Company will not reclassify translation difference from equity to income statement
if the Company will dispose of Magn. The Company recognised any inactivity, if any, immediately in the income
statement. There was no inactivitiy in hedge of net investments for foreign exchange risk in the period.
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5. Significant accounting policies, contd.:
o.
(i)

(ii)

p. Segment reporting
An operating segment is a component of the Group that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
other components. All operating operating results are reviewed regularly by the management to
make decisions about resources to be allocated to the segment and assess its performance, and for which discrete
financial information is available. It is the Group management's opinion is that the Group is only one operating
segment. There are two geographical segments.

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than inventories and
deferred tax assets) to determine whether there is any indication of impairment. If any such indication exists, then the
asset's recoverable amount is estimated. Goodwill is tested annually for impairment.

For impairment testing, assets are grouped into the smallest group of assets that generates cash inflows from
continuing use that are largely independent of cash inflows of other assets or cash generating units (CGUs). Goodwill
arising from a business combination is allocated to CGUs or groups of CGUs that are expected to benefit from the
synergies of the combination.

The recoverable amount of an asset og CGU is the greater of its value in use and its fair value less costs to sell. Value in
use is based on the estimated future cash flows, 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 or CGU. 

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable amount.

Impairment loss is reversed if if the reverse can objectively be connected to events which occurred after the
impairment was recognised. Impairment loss of good will cannot be reversed.

Non-derivative financial assets
Financial asset not classified as at fair value through profit or loss, including an interest in an equity-accounted
investee, are assessed at each reporting date to determine whether there is objective evidence of impairment. 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 this loss event(s) had an impact on the estimated future cash flows of that
asset that can be estimated reliably.

In assessing collective impairment the Group uses historical information on the timing of recoveries and the amount of
loss incurred, and makes an adjustment if current economic and credit conditions are such that the actual losses are
likely to be greater or less than suggested by historical trends. In addition, for an investment in an equity security, a
significant or prolonged decline in its fair value below its cost is objective evidence of impairment. The Group defines
decrease significant if it exceeds 20% and longterm if it exceeds 9 months.

Other assets

Impairment

Notes, contd.:
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q.

The standard is effective for  annual periods which begin on or after 1 January 2018.

IFRS 15, Revenue from Contracts with Customers, is a new standard which replaces IAS 18, Revenue, IAS 11,
Construction Contracts and related interpretations. The purpose of the standard is to establish a new framework for
recognition of revenue and changes how to decide whether revenue are recognised over a period or at a certain point
of time. IFRS 15 establishes a framework regarding disclosure of information to the users of the financial informations
regarding, nature, amount, timing and uncertainty relating to revenue and cash flow of contracts with customers. IFRS
15 does not apply to income from financial instruments and lease income. 

The principle of IFRS 15 is that revenue shall be recognised in a way which reflects the transfer of goods and service to
customers in relation to the amount which the Company expects to receive in trade for those goods and service.
Revenues shall be recognised according to that principle by applying the five step model of the standard in order to
determine when to recognise revenues and by which amount. 

Management of Skeljungur has assessed the effects of the new standard and has concluded that they are insignificant.
Disclosures in the Group's financial statements for the year 2018 relating to revenue will however change is
accordance with the new standard.

IFRS 9 a new standard which sets out requirements for recognising and measuring financial assets and financial
liabilities. IFRS 9 was published in July 2014 and replaces IAS 39. The standard included significant changes from IAS
39 regarding financial assets. IFRS 9 contains three principal classification categories for financial assets: measured at
amortised cost, FVOCI and FVTPL. A financial asset is measured at amortised cost if the business model assumes it is
held to collect contractual cash flows and the provision of the contract describe cash flows on fixed dates which are
only payment related to principal and interest of principal. All other financial assets are measured at fair value. The new
standard also assumes that one impairment model is used, adds guidance relating to classification and measurement
of financial liabilities and sets a new general standard for hedge accounting. The standard's effective date is 1 January
2018 but earlier adoption is permitted. The Group has assessed the effects of the new standard and has concluded
that they are insignificant.  

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises a right-of-use
asset representing its right to use the underlying asset and a lease liability representing its obligation to make lease
payments. There are recognition exemptions for short-term leases and leases of low-value items. Lessor accounting
remains similar to the current standard, i.e. lessors continue to classify leases as finance or operating leases.

IFRS 16 replaces existing guidance in IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease,
SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a
Lease.

The standard is effective for annual periods beginning on or after 1 January 2019. The Group expects that the
implementation of the standard will not have significant effects on its financial statements. 

New standards and interpretations
A number of new standards, amendments to standards and interpretations are effective for annual periods beginning
after 1 January 2017 have not been adopted in preparing these consolidated financial statements. The new standards
that are expected to be relevant to the Group's financial statements are described below.

Notes, contd.:
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6. Geographic information

Year 2017
Income Statement Iceland Faroe Islands Total

44.480 13.062 57.541 
1.978)(                 0 1.978)(                 

42.502 13.062 55.564 
5.227 1.956 7.183 
1.744 873 2.618 
1.064 723 1.786 

Financial Position
9.968 3.984 13.952 
5.133 1.914 7.047 

15.101 5.898 20.999 

4.090 1.394 5.484 
5.656 1.979 7.635 
9.746 3.373 13.118 

Year 2016
Income Statement Iceland Faroe Islands Total

35.406 12.376 47.781 
1.870)(                 0 1.870)(                 

33.535 12.376 45.911 
5.248 2.035 7.283 
1.796 967 2.763 
1.241 808 2.050 

Financial Position
9.695 3.832 13.527 
3.419 1.353 4.772 

13.114 5.185 18.299 

4.351 748 5.099 
4.652 1.436 6.088 
9.003 2.184 11.187 

7. Sales
Sales are specified as follows: 2017 2016

52.380 42.205 
3.184 3.706 

55.564 45.911 

8. Cost of goods sold
Cost of goods sold is specified as follows:

46.224 36.105 
2.156 2.523 

48.380 38.629 

Inter-Group revenues ..................................................................
Revenues from 3rd party ..............................................................
Gross profit ..................................................................................
EBITDA ........................................................................................
EBIT .............................................................................................

Non-current assets ......................................................................

Current assets ..............................................................................
Total assets ..................................................................................

Long term liabilities ......................................................................
Current liabilities .........................................................................
Total liabilities ..............................................................................

Total revenue  ..............................................................................

Current assets ..............................................................................
Total assets ..................................................................................

Long term liabilities ......................................................................
Current liabilities .........................................................................
Total liabilities ..............................................................................

Notes, contd.:

Revenues from 3rd party ..............................................................
Gross profit ..................................................................................
EBITDA ........................................................................................

The geographic information below shows the Group by the companies' countries of domicile.

Total revenue  ..............................................................................
Inter-Group revenues ..................................................................

Fuel ........................................................................................................................
Other goods ...........................................................................................................
Total sales ..............................................................................................................

Fuel ........................................................................................................................
Other goods ...........................................................................................................
Total cost of goods sold ..........................................................................................

EBIT .............................................................................................

Non-current assets ......................................................................
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9. Other income
Other income is specified as follows: 2017 2016

112 120 
1 12 

15 11 

128 143 

10. Salaries and salary related expenses
Salaries and salary related expenses are specified as follows:

1.810 1.767 
193 178 
249 283 

2.252 2.227 

205 208
171 198

11. Sales and distribution expenses
Sales and distribution expenses are specified as follows:

852 796 
476 489 
537 612 

1.865 1.896 

12. Other operating expenses
Other operating expenses are specified as follows:

450 426 
55 47 
71 66 

577 540 

13. Fees to the Group's auditors
Fees to the Group's auditors are specified as follows:

17 14 
0 10 
6 4 
8 5 

31 34 

Commission ...........................................................................................................
Other income .........................................................................................................

Notes, contd.:

Rental income ........................................................................................................

Average number of full-time equivalents during the year  ........................................
Full-time-equivalents at year end  ...........................................................................

Distribution expenses .............................................................................................
Marketing expenses ...............................................................................................
Real estate expenses  ..............................................................................................
Total sales and distribution expenses ......................................................................

Other income total .................................................................................................

Salaries ...................................................................................................................
Contribution to pension funds ................................................................................
Other salary-related expenses ................................................................................
Salaries and salary-related expenses total ...............................................................

Review of interim financial statements ....................................................................
Other fees ..............................................................................................................
Total fees to auditors ..............................................................................................

Office and administrative expenses .........................................................................
Real estate expenses ...............................................................................................
Information technology ..........................................................................................
Total other operating expenses ...............................................................................

Audit of financial statements ...................................................................................
Audit of interim financial statements .......................................................................
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14. Financial income and expenses
Financial income is specified as follows: 2017 2016

1 1
6 10

18 31
25 42

Financial expenes are specified as follows:

450 548
12)(                        14

438 562

413 520

15. Income tax
Expensed income tax is specified as follows:

255 271 
8 30 

263 301 

Effective income tax is specified as follows:

1.406 1.562 

20,00% 281 20,00% 312 
0,85% 12)(                        0,97%) (               15)(                        
0,00% 0 0,59% 9 
0,46% 6)(                           0,38%) (               6)(                           

21,31% 263 19,25% 301 

16. Intangible assets

2017 2016

3.131 3.455 
85 323)(                      

3.217 3.131 

Notes, contd.:

Interest income on bank accounts ..........................................................................
Interest income from bonds ....................................................................................

Net financial expenses ............................................................................................

Income tax payable .................................................................................................
Deferred income tax ...............................................................................................
Expensed income tax  .............................................................................................

Profit before income tax  ...................................

Income tax using the current tax rate ................

2017

Interest income on receivables ...............................................................................
Financial income total .............................................................................................

Interest expenses ...................................................................................................
Currency exchange difference (income) .................................................................
Financial expenses total ..........................................................................................

Goodwill is specified as follows:

Goodwill 1 January ..................................................................................................
Translation difference .............................................................................................
Goodwill 31 December ...........................................................................................

Effects of tax rates in foreign jurisdictions ..........
Non deductible expenses .................................
Other items  .....................................................
Income tax in income statement .......................

2016

An impairment test is performed at least annually. Assets were evaluated at fair value on acquisition date.
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16. Intangible assets cont.

2017 2016

1.351 1.351 
1.866 1.780 
3.217 3.131 

2017 2016 2017 2016
2,5% 2,5% 0,5% 2,0%
0,3% 1,4% 0,5% 2,0%

0,6%) (                   1,2% 0,5% 1,0%
9,3% 9,6% 7,0% 7,5%

48,0% 60,0% 50,0% 52,8%
6,0% 5,8% 2,5% 4,9%

17. Other intangible assets
Customer

relationships Software Total
498 211 709 

0 97 97 
26)(                        16)(                        42)(                        
74)(                        41)(                        115)(                      

398 251 649 
0 59 59 

24)(                        26)(                        50)(                        
18 13 31 

392 297 689 

5% 10%

Skeljungur ..............................................................................................................
P/F Magn ...............................................................................................................
Total .......................................................................................................................

The recoverable amounts of cash-generating units was based on their value in use and was determined by
discounting the future cash flows generated from the continuing use of the CGU. Cash flows were projected based
CGU´s business plans prepared by management and confirmed by the Board of Directors.

The values assigned to the key assumptions represent assessment of future trends in the fuel industry
and are based on both external sources and internal sources (historical data). Value in use was based on the following
key assumptions:

Skeljungur Magn

Impairment of goodwill
In performing impairment test the recoverable amount was evaluated based on utilisation value of the cash
generating units (CGUs) which the goodwill allocated to. Goodwill which has been generated in acquisition has been
allocated to the relevant subsidiaries which are defined as the smallest distinguishable CGUs by the Group's
management. Goodwill is allocated to each CGU as follows:

Notes, contd.:

Goodwill

Interest rate......................................................

Changes in WACC by +1% or EBITDA -5% would not cause an impairment in each CGU.

Other intangible assets belong to Magn  P/F and are 

Long term growth rate......................................
Average gross profit growth..............................
Average EBITDA growth....................................
WACC...............................................................
Debt leverage...................................................

Additions during the year .............................................................
Depreciation for the year ..............................................................
Translation difference ..................................................................
Other intangible assets 31.12.2017 .............................................

Depreciation ratio ........................................................................

specified as follows:
Other intangible assets 1.1.2016 .................................................
Additions during the year .............................................................
Depreciation for the year ..............................................................
Translation difference ..................................................................
Other intangible assets 31.12.2016 .............................................
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18. Operating assets

Oil depots 
and real 

estate Other assets Total
Cost

11.589 2.883 14.472 
1.781 0 1.781 

576 380 956 
126)(                      714)(                      841)(                      
499)(                      197)(                      696)(                      

13.321 2.352 15.673 
12)(                        12 0 

265 369 634 
12)(                        212)(                      224)(                      

129 47 176 
13.692 2.568 16.259 

Depreciation
4.451 2.040 6.490 

472 199 671 
124)(                      704)(                      828)(                      
172)(                      141)(                      313)(                      

4.627 1.394 6.021 
5)(                           5 0 

517 190 706 
10)(                        125)(                      135)(                      
46 31 78 

5.174 1.496 6.670 

7.138 844 7.982 
8.694 958 9.653 
8.518 1.072 9.589 

2-9% 8 - 25%
11 - 50 years 4 - 13 years

2017 2016
50 42 

782 671 
831 714

Merger with S-Fasteignir ..............................................................
Additions during the year .............................................................
Disposals during the year .............................................................
Translation difference ..................................................................
Balance 31 December 2016 .........................................................

Notes, contd.:

Operating assets and their depreciation are specified as follows:

Depreciation for the year ..............................................................

Balance 1 January 2016 ................................................................

Disposals during the year .............................................................
Translation difference ..................................................................
Balance 31 December 2016 .........................................................

Reclassification of assets ..............................................................
Additions during the year .............................................................
Disposals during the year .............................................................
Translation difference ..................................................................
Balance 31 December 2017 .........................................................

Depreciated 1 January 2016 .........................................................

Book value 1 January 2016 ...........................................................
Book value 31 December 2016 ....................................................
Book value 31 December 2017 ....................................................

Depreciation ratios ......................................................................
Estimated useful life .....................................................................

Depreciation and impairment of assets are specified as follows:

Reclassification of assets ..............................................................
Depreciation for the year ..............................................................
Sold during the year .....................................................................
Translation difference ..................................................................
Balance 31 December 2017 .........................................................

Depreciation of intangible assets ............................................................................
Depreciation of operating assets .............................................................................
Total * ....................................................................................................................

*Depreciated and written off operating assets due to changes of fuel stations from Skeljungur to Orkan amounted to a
total of ISK 75 million during the year.
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18. Operating assets contd.:

2017 2016
9,3% 9,6%
2,5% 2,5%

6,1%) (                  0,2%

19. Tax assessment value and insurance value of buildings

20. Pledged assets

21. Investments in associated companies

Share
 Share in 
earnings Book value

Share in 
earnings Book value

33,3% 22 84 28 62 
33,3% 0 9 1)(                           9 
25,0% 9 16 4 10 
50,0% 2 15 2 13 
34,0% 0 285 0 0 
66,7% 0 40   

33 450 33 93 

*Subsidiary not consolidated. Investment was made in the company at the end of 2017 and earnings have an 
insignificant effect for operations and equity. The company will be consolidated in the year 2018.

Notes, contd.:

Discount rate (WACC) ............................................................................................
Future growth rate (nominal) ..................................................................................
Average EBITDA growth rate (average of next five years) .........................................

The discount rate (WACC) conforms to market information at year end where debt leverage is 48% and market
interest rate 6,0% for comparable companies.

Changes in WACC by +1% or EBITDA -5% would not cause an impairment.

Impairment testing of operating assets
An impairment test was performed at year end 2017 on the book value of the Company's oil depots in Iceland and
they were classified as separate cash generating units as in the year 2016. It is the view of management and the Board
of Directors that it is more prudent to test the standalone value of the oil depots in evaluating the book value of
operating assets. 

Based on the impairment test results, there is no impairment in the year.

The key assumptions used in the estimation of the recoverable amount are set out below. The values assigned to the
key assumptions represent management´s assessment of future trends in the relevant industries and have been
based on historical data.

 Fjölver ehf., Reykjavík   .........
 EBK ehf, Reykjanesbær .........
 Vegsauki ehf., Reykjavík .......
 Wedo ehf Reykjavík ..............

Investment in associated  
    companies total 

2017 2016

 EAK ehf., Reykjanesbær ........

 Barkur ehf., Reykjavík  * ........

The insurance value of the buildings in Iceland amounted to ISK 7,687 million at year end (2016: ISK 7,523 million).
The tax assessment value of the buildings and land in Iceland amounted to ISK 3,342 million at year end (2016: ISK
3,290 million). The insurance value of vehicles, machinery and equipment in Iceland amounted to ISK 968 million at
year end (2016: ISK 839 million).

There is no tax assessment on assets in Faroe Islands but the carrying value on buildings amounted to ISK 1,804
million at year end (2016: ISK 1,783 million). The insurance value of buildings and other assets amounted to ISK 2,528
million at the end of 2017 (2016: ISK 2,412 million).

Financial Statements for the year 2017 for some of the associated companies were not available when the
Consolidated Financial Statements for the Group were signed and in those cases the share in net profit was based on
available drafts of the 2017 Financial Statements.

Skeljungur has signed two pledge agreements. Bank Nordik has a pledge of ISK 2,516 million in part of oil depots and
real estate in addition to the Company's share in its subsidiary Magn. Arion banki has a pledge in the combined
amount of ISK 19,057 million in part of the oil depots, real estate and bank accounts. 

Furthermore, Betri banki in the Faroe Islands has a pledge in shares in Magn and the Company has pledged its current
assets in the amount of ISK 1,680 million and fixed assets in the amount of ISK 3,225 million.
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22. Long term receivables
Long term receivables are specified as follows: 2017 2016

12 27 
7 7 

12)(                        33)(                        
7 1 

23. Inventories
Inventories are specified as follows:

2.318 1.839
305 315
246 200

2.869 2.354

24. Trade receivables
Trade receivables are specified as follows: 2017 2016

3.534 2.278
125)(                      142)(                

3.409 2.136

25. Other receivables
Other receivables are specified as follows:

319 55
12 33
10 8

341 97

 Fuel  ......................................................................................................................
 Lubricating oils  .....................................................................................................
 Other inventories  ..................................................................................................
 Total inventories  ...................................................................................................

Notes, contd.:

 Interest bearing long term receivables ...................................................................
 Other loans ............................................................................................................
 Current maturities for long term receivables ..........................................................
 Total other loans ....................................................................................................

The Group's exposure to credit and currency risks and impairment losses related to trade and other receivables is
explained in note 31.

 Receivables due from the government ...................................................................
 Current maturities for long term receivables ..........................................................
 Other receivables ..................................................................................................
 Total other receivables at year end .........................................................................

In the year 2017, decrease in the reserve for other inventories amounted to ISK 6,0 million but in the year 2016 the
write-down decreased by ISK 6,7 million. At year end, the reserve for other inventories amounted to ISK 6,6 million
(2016: ISK 12,6 million).

The Company uses derivative contracts as hedging instruments in a fair value hedge of fluctuations in the market
price of fuel. The aim of the hedging instruments is solely to limit the effect of fluctuations in oil prices on the
consolidated financial statements. Usually, the derivative contracts are not for a longer period than 45 days. The profit
or loss on the derivative contracts is recognised together with the hedged inventory and recognised in the income
statement when the hedged inventory is sold. 

 Nominal value of trade receivables .........................................................................
 Allowance for bad debt ..........................................................................................
 Total trade receivables ...........................................................................................
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26. Equity
(i)

(ii)

(iii)

(iv)

(v) Translation difference

Notes, contd.:

Translation difference comprises all foreign currency differences arising from the translation of the Group's
proportionate share in certain subsidiaries and associates and due to hedging of net investments, but the aim of the 

Translation difference is recognized as a separate line item in the statement of comprehensive income and
accumulated in the statement of financial position. All translation differences are due translation of the operations of
P/F Magn, a fully owned subsidiary of Skeljungur, which functional currency is DKK.

Reserve for share options
On 9 November 2014, the Group granted the CEO and CFO its subsidiary Magn in Faroe Islands share options that
entitle them to purchase shares at the rate of 2.82. On 31 October the owners utilised 97% of the share purchase
option. Remaining are rights to purchase 811,078 shares each in the company, but the rights are redeemable at
termination of employment. According to the Company´s articles of association the Board of Directors has
authorisation to issue new share capital to fulfil these obligations. A reserve has been made in equity to meet this
obligation and cost related to these share options has been fully expensed. Further information regarding option
agreements can be found in the prospectus for the Company available at the Company´s webpage
(www.skeljungur.is). 

Issued capital
Issued share capital, as stipulated in the articles of association, amounted to ISK 2,152 million (2016: ISK
2,100 million). One vote is attached to each share of one ISK in the Company. The Board of Directors has received
permission to increase the share capital for up to ISK 28,7 million in order to fulfil obligations towards employees of
Skeljungur and its subsidiaries regarding purchase of shares in the Company. The permission is valid until 1
September 2019 to the extent it has not been fully utilised.

Share premium
Share premium represents excess of payment above nominal value that shareholders have paid for shares sold by the
Company. 

Statutory reserve
In accordance with the Icelandic Company Act, the Company must contribute an amount corresponding to 25% of
the nominal value of share capital of the Company in statutory reserve, which cannot be distributed to shareholders as
dividend. When contributing to the statutory reserve, 10% of the annual profit shall be allocated until 10% of the
nominal value of share capital has been reached and following that 5% of the annual profit until 25% of the nominal
value of share capital has been reached. There are no further requirements for contribution to statutory reserve.
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26. Equity contd.
(vi) Reserve for share in profit from subsidiaries and associated companies

(vii)

(viii)

(viii)

27. Earnings per share
Basic and diluted earnings per share 2017 2016

1.143 1.262

Weighted average number of ordinary shares
2.100 2.502 

9 268)(                      
7)(                           0

2.102 2.234

0,54 0,56 

Diluted weighted average number of ordinary shares
2.100 2.502 

9 268)(                      
7)(                           0 
1 37

2.103 2.271

0,54 0,56 

Capital management

Effect of repurchases of own shares ........................................................................

Effect of share option agreements ...........................................................................

Notes, contd.:

In June 2016 the Icelandic Parliament passed changes of the Icelandic Financial Statements Act. Included in the
changes is a provision that companies must recognise profit from equity accounted investees (subsidiaries and
associated companies), recognised in the income statement and exceeds dividends received from those companies
or the dividend that has been decided to distribute, in a specific reserve within equity. 

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

The Company has approved a dividend policy and the aim is to distribute annual dividend to shareholders
corresponding to 30-50% of the profit in dividend payments or repurchase of shares. Prerequisite for dividend
payment is that the Company remains financially strong, including taking into account cash as well as the Company's
financing agreements allowing for such payments. The equity ratio was 37.6% at year end 2017 (2016: 38.9%).

There were no changes in the approach to capital management during the year and the Group is not
obligated to comply with external rules on minimum equity other than those required pursuant to covenants in its
loan agreements.

Profit for the year ....................................................................................................

Shares on 1 January ................................................................................................
Effect of share capital increase (decrease) ...............................................................

Retained earnings
Profit for the year is recognised as increase in retained earnings less contribution to the statutory reserve and dividend
payments. Retained earnings can be distributed to the Company as dividend.

Dividend
The Board of Directors proposes that dividend amounting to ISK 500 million will be paid to shareholders in the year
2018 which corresponds to 43.7% of the year's profit.

Diluted earnings per share ......................................................................................

Weighted average number of shares ......................................................................

Basic earnings per share .........................................................................................

Shares on 1 January ................................................................................................
Effect of share capital increase (decrease) ...............................................................
Effect of repurchases of own shares ........................................................................

Weighted average number of shares ......................................................................
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28. Deferred tax liability
2017 2016

612 641 
16 58)(                        
28)(                        0 

271 301 
263)(                      271)(                      
609 612 

The Group´s deferred tax liability is attributable to the following items:

535 537 
71 72 
16 16 

5 8)(                           
21)(                        3)(                           

4 2)(                           
609 612 

29. Loans and borrowings

2017 2016

6.592 6.944 

184 501 
307 710)(                      
491 209)(                      

174 143)(                      
174 143)(                      

7.258 6.592 

Long-term debt

1.901 4.160 
3.340 731 
5.241 4.891 

366)(                      404)(                      
4.875 4.486 

Current debt

366 404 
2.017 1.702 
2.383 2.106 

7.258 6.592 

Deferred tax liability is specified as follows:

Income tax due to changes in equity .......................................................................

Notes, contd.:

Deferred tax liability at the beginning of the year .....................................................

Operating assets ....................................................................................................
Intangible assets .....................................................................................................
Inventories .............................................................................................................
Trade receivables  ...................................................................................................
Currency adjustments ............................................................................................

Translation difference .............................................................................................

Income tax expensed from continuing operations ...................................................
Income tax payable .................................................................................................
Deferred tax liability at year end ..............................................................................

Total long-term interest bearing debt .....................................................................

Current maturities ..................................................................................................
Current bankloans ..................................................................................................

Changes in long term loans ....................................................................................

Long-term debt in ISK .............................................................................................

Other items ............................................................................................................
Deferred tax liability at year end ..............................................................................

Interest bearing debt at 1.1. ...................................................................................

Changes du to financing activities ...........................................................................

Translation difference .............................................................................................
Other changes due to interest bearing debt ............................................................

Interest bearing debt at 31.12. ...............................................................................

This note provides information about the contractual terms of the Group's interest-bearing loans and borrowings,
which are measured at amortised cost. For more information about the Group's exposure to interest rate, foreign
currency and liquidity risk, see note 31.

Changes in short term loans ...................................................................................

Interest bearing short-term debt ............................................................................

Total interest bearing loans and borrowings ...........................................................

Long-term debt in foreign currencies ......................................................................
Total long-term debt, including current maturities  .................................................
Current maturities ..................................................................................................
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29. Loans and borrowings contd.:

Final due Average Carrying Average Carrying 
 date interest rate amount interest rate amount 

Loans in foreign currencies:
2027 2,5% 3.340 2,5% 731 
2019 4,7% 509 3,9% 303 
2018 2,5% 203 2,5% 60 

4.052 1.094 
Loans in ISK:

2022 5,0% 1.901 6,6% 4.160 
2019 5,2% 1.305 7,5% 1.339 

3.206 5.499 
7.258 6.592 

Aggregated annual maturities of long-term debt are specified as follows: 2017 2016
- 404 

366 1.492 
370 2.769 
376 183 
378 42 

2.168 0 
1.584 0 
5.241 4.891 

30. Other current liabilities
Other current liabilities are specified as follows: 2017 2016

2.194 1.578 
416 329 

8 25 
209 228 

2.827 2.160 

31. Risk management
Overview

Risk management framework

Notes, contd.:

2017 ......................................................................................................................
2018 ......................................................................................................................
2019 ......................................................................................................................
2020 ......................................................................................................................

Long term loans in DKK .........
Current loans in USD .............
Current loans in DKK .............

Total interest-bearing loans and borrowings ................................

2022 ......................................................................................................................

Long-term loans .....................
Short-term loans .....................

Skeljungur has signed two pledge agreements. Bank Nordik has a pledge of ISK 2,516 million in part of oil depots and
real estate in addition to the Company's share in its subsidiary Magn. Arion banki has a pledge in the combined
amount of ISK 19,057 million in part of the oil depots, real estate and bank accounts. 

Furthermore, the shares in Magn are pledged to Betri banki in Faroe Islands and the Company has pledged its current
assets in the amount of ISK 1,680 million and fixed assets in the amount of ISK 3,225 million.

Payable to the government .....................................................................................
Salary related expenses ..........................................................................................
Accrued interests ...................................................................................................

2021 ......................................................................................................................

Subsequent ............................................................................................................
Long-term debt including current maturities ..........................................................

According to a loan agreement of a loan with final maturity in 2022, Skeljungur is authorised to extend the loan twice
for five years, fulfilling certain conditions. 

Other current liabilities ...........................................................................................
Other current liabilities total ...................................................................................

The Group's activities are exposed to financial risk consisting of credit risk, liquidity risk and market risk. Market risk
consists of interest rate risk, oil price risk and currency risk.

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

The Board of Directors and CEO are at the forefront of developing strategy, setting goals and defining the Group's risk
benchmarks, in addition to implementing effective internal controls. A risk management committee operates under
the Board of Skeljungur and is entrusted with confirming the effectiveness of internal controls within the Company.
Risk management is carried out by management under policies approved by the Board of Directors. The aim of the
Company is to manage risk efficiently and ensure awareness on transparency of risk management at all stages, from
the Board to individual employees. The Company's risk management aims at risk being in proportion with risk
appetite and policy of the Company and thus contribute to increased stability and long term profit.

2017 2016

Loan agreements include various financial covenants the Group must comply with, such as equity, leverage and
liquidity ratios. At year end 2017, the Group was in full compliance with these financial covenants.
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31. Risk management continued:
Credit risk

Exposure to credit risk

Notes 2017 2016
22                   7 1 
24                   3.409 2.136 

25                   341 97 
428 185 

4.186 2.419 
Impairment

Nominal Carrying 
Year 2017 value Impairment amount 

2.898 0 2.898 
476 38)(                        438 

56 22)(                        34 
82 54)(                        28 
23 11)(                        12 

3.534 125)(                      3.409 

Year 2016
2.036 0 2.036 

113 58)(                        55 
46 27)(                        19 
47 34)(                        13 
35 23)(                        12 

2.278 142)(                      2.136 

2017 2016

142 171
36)(                        40)(                        
16 11

3 0
125 142

The aging of trade receivables and impairment at the reporting date was as follows:

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet

Exposure to credit risk is influenced mainly by the individual characteristics of customers, in addition to the status of
the industry he largest customers of the Company operate within, i.e. transportation, fishing industry and
contractors. Approximately 62.0% (2016: 63.7%) of the revenues is attributable to sales transactions with
the 30 largest customers. In Magn it is approximately 48.7% (2016: 46.5%).

The Company has set a credit policy which aims at minimising risk bearing in mind financial position, credit rating and
operations of individual customers, in addition to the status of the largest customer's industry sectors. All of the
Group's customers have credit limits to their accounts which they cannot exceed.

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

Notes, contd.:

The Company establishes an allowance for impairment that represents an estimate of expected losses of trade and
other receivables. The allowance includes both a specific allowance that relates to individually significant exposures,
and a collective allowance. The collective loss allowance is determined based on historical data of payment statistics
for similar receivables, age determination of receivables and general economic conditions.

Neither past due nor impaired .....................................................
Past due 0 - 30 days .....................................................................
Past due 31 - 60 days  ...................................................................
Past due 61 - 90 days ...................................................................
Past due more than 90 days .........................................................

Long term loans ...........................................................................
Trade receivables .........................................................................
Other receivables .........................................................................
Cash and cash equivalents ...........................................................

Changes in the allowance for impairment in respect of trade receivables during the year was as follows:

 Balance at 1 January ...............................................................................................
 Depreciated in the year ..........................................................................................
 Impairment losses recognized ...............................................................................

 Balance at 31 December ........................................................................................

Neither past due nor impaired .....................................................
Past due 0 - 30 days .....................................................................
Past due 31 - 60 days  ...................................................................
Past due 61 - 90 days ...................................................................
Past due more than 90 days .........................................................

 Translation difference ............................................................................................

Allowance for impairment is expensed with distribution cost in the income statement.
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31. Risk management contd.:

Nominal Specific General Carrying 
value write-down write-down amount 

Year 2017
769 2)(                           9)(                           758

1.105 5)(                           5)(                           1.095
387 4)(                           0)(                           384

1.273 50)(                        (50) 1.172
3.534 61)(                        64)(                        3.409

Year 2016
554 32)(                        14)(                        508
800 13)(                        0)(                           786
744 43)(                        29)(                        672
180 9)(                           2)(                           169

2.278 96)(                        46)(                        2.136

Liquidity risk

Within Over 
Total payment a year 1 - 2 years 3 - 5 years 5 years 

Year end 2017
8.150 748 2.351 3.201 1.849
4.926 4.926 0 0

13.076 5.675 2.351 3.201 1.849

Year end 2016
7.794 3.533 1.505 2.756 54
3.712 3.712 0 0 0

11.506 7.245 1.505 2.756 54

The Group´s trade receivables are specified as follows at year end by industries:

Other financial assets subject to credit risk are not impaired since risk of loss is not considered significant.

Fishing industry ................................................
Transportation .................................................
Contractors and agriculture ..............................
Other industries and individuals .......................

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or other financial assets. The 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.

The Groups liquidity was strong at year end 2017 and management considers that the Group is in a good position to
meet its obligations when due. In addition to the current liabilities the Company has access to a credit line in the
amount of ISK 4,500 million which will mature in 2019. At year end the Company had used ISK 1,814 million of the
credit line. Magn has access to a credit line for the amount of ISK 1,512 million and has used ISK 203 million at year
end.

Skeljungur has an agreement with Borgun hf. whereas Borgun purchases specific credit card receivables from the
Company. Under the agreement, Borgun carries the risk of losses up to a specified percentage of sold receivables.
Given the risk of claims shifted from Skeljungur, these credit card receivables have been derecognized in the balance
sheet. At year end, ISK 279 million of credit card receivables are outstanding.

Fishing industry ................................................
Transportation .................................................
Contractors and agriculture ..............................
Other industries and individuals .......................

Notes, contd.:

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

Interest bearing debt ............
Trade and other payables ......

Interest bearing debt ............
Trade and other payables ......
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31. Risk management cond.:
Market risk

(i)

(ii)

Other  
2017 USD EUR DKK currencies 

784 50 0 2
281 3 8 1

509)(                       0 0 0
1.247)(                   13)(                        33)(                        3)(                           

691)(                       41 25)(                        1)(                           

Other  
2016 USD EUR DKK currencies 

468 39 530 14
117 1 31 1

303)(                       0 791)(                      0
744)(                       2)(                           744)(                      0
462)(                       38 973)(                      15

The following exchange rates were used during the year:

2017 2016 2017 2016
106,78 120,67 104,42 112,82
120,54 133,59 125,05 119,13

16,20 17,94 16,80 16,02

Currency risk

Notes, contd.:

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

Price risk
The Group is exposed to significant price risk due to changes in world market oil prices, which have fluctuated
significantly in the past few years. The difference between purchase price and sale price can have direct effect on the
Group's gross profit. Furthermore, high oil prices can in some instances decrease demand and thus effect earnings.
The risk is reduced by means of specific agreements with the Group's largest customers. The Group also uses forward
contracts in order to reduce price risk.

Payables ...........................................................
Balance sheet risk .............................................

Receivables ......................................................
Cash and cash equivalents ................................

The Company is exposed to currency risk on sales, purchases and borrowings that are denominated in currencies
other than ISK. The currencies in which these transactions primarily are denominated are US Dollar (USD) and Euro
(EUR). The major part of imports is purchase of oil, denominated in USD from foreign suppliers but the sales are in
great part in ISK. Sales in ISK constitute 47.1% of total sales (2016: 51.6%), USD 52.1% (2016: 47.9%) and other
currencies 0.8% (2016: 0.5%).

Magn is exposed to currency risk on sales and purchases that are denominated in a currencies other than DKK. The
currency in which these transactions are primarily denominated is US Dollar (USD). The major part of imports is
purchase of oil, denominated in USD from foreign suppliers, but the sales are in great part in DKK. Sales in DKK
constitute 66.0% of total sales (2016: 68.5%), USD 33.3% (2016: 30.5%) and other currencies 0.7% (2016: 1.0%).

Informationon effects of translation differences in relation to recalculation of accounts of foreign subsidiaries and
associates is in note 26(v), but this exposes the Company to a considerable risk. Translation difference is due to the
operations of P/F Magn, Skeljungur's subsidiary, which functional currency is DKK.

Receivables ......................................................
Cash and cash equivalents ................................
Loans and borrowings ......................................

Loans and borrowings ......................................
Payables ...........................................................
Balance sheet risk .............................................

Average exchange rate End of year exchange rate

USD  .................................................................
EUR ..................................................................
DKK ..................................................................
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31. Risk management contd.:

Sensitivity analysis

2017 2016

55 37
3)(                           3)(                           
1)(                           0
0 1)(                           

Interest rate risk

Other market risk

Classification of financial instruments

Financial assets and liabilities are classified as follows at book value:
Other 

Loans and financial  Carrying 
receivables liabilities amount 

2017
7 0 7

3.409 0 3.409
341 0 341
428 0 428

4.186 0 4.186

0 7.258 7.258
0 2.086 2.086
0 2.827 2.827
0 12.171 12.171

Profit or (loss)

Notes, contd.:

USD  .......................................................................................................................
EUR ........................................................................................................................
DKK ........................................................................................................................
Other currencies ....................................................................................................

Exposure to interest rate risk involves the Group being negatively affected due to changes in interest rates. The
Groups loans and borrowings are all on floating interests. The Groups interest bearing assets are on the other hand
very limited and the Group is exposed to risk from an increase in interest rates. An increase in interest rates leads to an
increase in financial items and cash flow risk. As is described in discussion on liquidity risk, the approach to
managing the risk is to always have sufficient liquidity to meets its liabilities.

The Group's long term borrowings are subject to variable interest rates. An increase or decrease of 100 basis points in
interest rates at the reporting date would have increased (decreased) profit or loss and equity before income tax by
ISK 54 million (2016: 51 million) due to effects of the Group's borrowings on floating interests. This analysis assumes
that all other variables, in particular foreign currency rates, remain constant. The analysis was performed on the same
basis for the year 2016.

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 2016.

Other loans ..................................................................................
Trade receivables .........................................................................
Other receivables .........................................................................
Cash and cash equivalent .............................................................
Total assets ..................................................................................

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

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

- Loans and receivables are recognised at amortised cost.
- Other financial liabilities are recognised at amortised cost.

Loans and borrowings ..................................................................
Trade payables .............................................................................
Other payables  ............................................................................
Total liabilities ..............................................................................
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31. Risk management, contd.:
Other 

Loans and financial  Carrying 
receivables liabilities amount 

2016
1 0 1

2.136 0 2.136
97 0 97

185 0 185
2.419 0 2.419

0 6.592 6.592
0 1.551 1.551
0 2.160 2.160
0 10.304 10.304

Fair values

32. Operating lease
Rental obligations

2017 2016

131 119
384 369

58 0
573 488

Rental income

2017 2016

91 84
281 265

54 52
426 400

Notes, continued:

Other loans ..................................................................................
Trade receivables .........................................................................
Other receivables .........................................................................
Cash and cash equivalent .............................................................
Total assets ..................................................................................

Loans and borrowings ..................................................................
Trade payables .............................................................................
Other payables  ............................................................................
Total liabilities ..............................................................................

Trade and other receivables are not discounted at the market interest rate as the difference between their fair value
and their carrying amount is insignificant. The fair value of payable to credit institutions, which is only determined for
disclosure purposes, is the estimated future cash flows discounted at the market interest rate at the reporting date.
Interest on payables to credit institutions are market rates. Therefore the difference between their book value and fair
value is insignificant each period.  Fair value liabilities falls under level 3 of the fair value hierarchy.

The Group rents premises to various parties. Some of the rental agreements are indeterminate but the lease term of
other agreements are from 2 - 21 years. Rental income in the year 2017 amounted to ISK 128.5 million (2016: ISK
132.5 million). Most of the rental agreements are price indexed. Obligation of the lessees due to indeterminate
agreements is only calculated for one year. Total obligations of lessees without taking into account future inflations is
specified as follows. 

Within one year ......................................................................................................
After 1 - 5 years .......................................................................................................
After 5 years ...........................................................................................................
Total .......................................................................................................................

Derivative agreements made by the Group in order to hedge for foreign exchange risk or risk due to changes in world
market oil prices are recognised at fair value and changes in fair value are recognised in the income statement among
cost of sold goods. Fair value of derivatives agreements is insignificant at year end.

The Group rents premises and vehicles from various parties and the total obligation in relation thererof amounts to
ISK 573 million until the year 2022 (2016: ISK 488 million). Future rent payments, without taking into account future
inflation, are specified as follows: 

Within one year ......................................................................................................
After 1 - 5 years .......................................................................................................
After 5 years ...........................................................................................................
Total .......................................................................................................................

Consolidated  Financial Statements of Skeljungur hf. 2017 38 Amounts are in millions



__________________________________________________________________________________________________________

33. Related parties
Definition of related parties:

Transactions with associated companies 2017 2016

993 649
11 12

3 2
83 58

Salaries paid to the Board of Directors and managers

2017 Contribution to Shares at 
Salaries pension funds year-end 2017

8 1 21.377
5 0 0
5 0 0
9 1 0
6 1 0

103 16 0
54 2 1.644

260 27 0
450 47 23.021

1)

2016 Contribution to Shares at 
Salaries pension funds year-end 2016

9 1 21.229
3 0 0
3 0 0
9 0 0
4 0 0
1 0 0

44 4 0
48 2 0

187 15 0
308 23 21.229

1)

Transactions with shareholders

Notes, continued:

Other executives covers 4 executive directors of divisions at Skeljungur and 2 former executive directors of company
and individual division of Skeljungur, in addition to two executive directors at Magn in Faroe Islands.

Estimated salaries and salary related expenses due to employment termination of previous CEO and two executive
directors have been expensed. ISK 97 million are unpaid at year end 2017.

Sold goods and services .........................................................................................
Receivables at year end ..........................................................................................
Payables at year end ...............................................................................................

Salaries and benefits is specified as follows:

Jón Diðrik Jónsson, Chairman of the Board  (1) ..............................

Shareholders, subsidiaries, associated companies, directors, keymanagers and companies in which they own majority
of the shares are considered to be related parties. The transactions were carried out on an arm's length basis.

Purchased goods and services ................................................................................

Hendrik Egholm, CEO of Magn P/F ..............................................
Other executives ..........................................................................
Total salaries and benefits ............................................................

Salaries and benefits are for board membership in both Skeljungur hf. og P/F Magn.

Birna Ósk Einarsdóttir, Board member .........................................
Gunn Ellefsen, Board member (1) ................................................
Jens Meinhard Rasmussen, Board member (1) .............................
Trausti Jónsson, Board member ...................................................
Valgeir M. Baldursson, CEO .........................................................

Katrín Helga Hallgrímdsdóttir, former Board member ..................
Valgeir M. Baldursson, CEO .........................................................
Hendrik Egholm, CEO of Magn P/F ..............................................

Total salaries and benefits ............................................................

Salaries and benefits are for board membership in both Skeljungur hf. og P/F Magn.

Other executives covers 4 executive directors of divisions at Skeljungur, lawyer and CFO at Magn in Faroe Islands.

Salaries and benefits is specified as follows:

Jón Diðrik Jónsson, Chairman of the board  (1) ..............................
Birna Ósk Einarsdóttir, Board member .........................................
Gunn Ellefsen, Board member (1) ................................................
Jens Meinhard Rasmussen, Board member (1) .............................
Trausti Jónsson, Board member ...................................................

Other executives ..........................................................................

Included in the above shares are shares of spouses, financially dependent children and independent parties with
same legal residence, and shares owned by companies controlled by members of the management as well as
companies owned by these individuals.

Transactions with large shareholders in 2017 and 2016 were insignificant. The transactions were carried out on an
arm's lenght basis as with other transations within the Group.
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35. Subsidiaries
The consolidated financial statements include the following subsidiaries:

2017 2016

100% 100%
90% 100%

100% 100%
100% 100%

36. Other matters

37. Financial Ratios

2017 2016
Operations:   

12,9% 15,9%
36,4% 37,9%
24,9% 28,1%
31,4% 30,6%
26,0% 26,0%
65,3% 64,0%
15,0% 17,7%

Balance Sheet:
0,92 0,78
0,55 0,40
2,61 2,32

37,5% 38,9%
3,8 3,4 

Íslenska vetnisfélagið ehf. .......................................................................................
Tollvörugeymsla Skeljungs ehf., Reykjavík ..............................................................
P/F Magn, Færeyjar ................................................................................................

The Icelandic Competition preliminary findings on whether there is need to take action against
circumstances and conduct which are considered to impede competition, to the detriment of the public, was
published on 30 November 2015. It should be noted that this investigation was not aimed at the Company but
towards the fossil fuel market as a whole. All interested parties in the fossil fuel market where invited to submit their
opinion regarding the report and observations included strong objections regarding the outcome,
calculation methodology and presumptions. On 21 September the Competition Authority conducted an open
meeting where the results of the report were introduced and discussions conducted with specialists and parties
related to the fossil fuel market. The date of the published findings has not be announced. A comparable investigation
was conducted by the Competition Authority in the Faroe Islands which issued its report on the fossil fuel market on
17 June 2016. There is no information available regarding further investigation by the Faroese Competition Authority.

These investigations had no effect on the Groups operations or financial position in 2017.

Gross profit as proportion to sales ...........................................................................

Shares

Bensínorkan ehf., Reykjavík ....................................................................................

Notes, continued:

Current ratio - Current assets / current liabilities .....................................................
Quick ratio - (Current assets - inventory) / current liabilities ....................................
NIBD/EBITDA .........................................................................................................
Equity ratio - Shareholders' equity / total capital .....................................................
Internal value of share capital  .................................................................................

EBITDA / gross profit ..............................................................................................
EBIT / gross profit ...................................................................................................
Salaries / gross profit ..............................................................................................
Sales and distribution / gross profit .........................................................................
Operating expenses / gross profit ...........................................................................
Return on equity .....................................................................................................
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3 http://www.skeljungur.is/um-skeljung/stjornarhaettir/stefnur-og-reglur/ 
4 http://www.skeljungur.is/um-skeljung/stjornarhaettir/stefnur-og-reglur/ 



 

  

 

 

 



 

  

 



 

  

 



 

  

 

                                                           
5 http://www.skeljungur.is/um-skeljung/stjornarhaettir/stefnur-og-reglur/ 

mailto:fjarfestar@skeljungur.is
http://www.skeljungur.is/um-skeljung/stjornarhaettir/stefnur-og-reglur/


 

  

 

                                                           
6 See link above. 
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10 https://www.haestirettur.is/default.aspx?pageid=347c3bb1-8926-11e5-80c6-005056bc6a40&id=7a62d4ca-
e42a-4d48-83c3-32168652d129 
11 http://www.neytendastofa.is/library/Files/Neytendarettarsvid/akvardanir/%C3%81kv2015_45.pdf 
12 http://www.neytendastofa.is/library/Files/Neytendarettarsvid/akvardanir/%C3%81kv%202013_1.pdf 
13 http://www.neytendastofa.is/library/Files/Neytendarettarsvid/akvardanir/akv2010_33.pdf. For information 
it may be noted that in decision no. 34/2014, the Consumer Agency decided that Skeljungur´s advertisments, 
regarding Orkan having the lowest price, were deemed not to violate the aforementioned act. 
14 http://www.neytendastofa.is/library/Files/Neytendarettarsvid/akvardanir/akv2904.pdf 

https://www.haestirettur.is/default.aspx?pageid=347c3bb1-8926-11e5-80c6-005056bc6a40&id=7a62d4ca-e42a-4d48-83c3-32168652d129
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http://www.neytendastofa.is/library/Files/Neytendarettarsvid/akvardanir/akv2010_33.pdf
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Q1 Q2 Q3 Q4 2016 Q1 Q2 Q3 Q4 2017

8.666 12.696 15.498 9.051 45.911 11.236 13.496 17.100 13.732 55.564
7.016)(       10.662)(    13.481)(    7.469)(       38.629)(    9.576)(       11.551)(    15.135)(    12.118)(    48.380)(    

Gross profit 1.650 2.034 2.017 1.581 7.283 1.660 1.945 1.965 1.613 7.183

24 48 33 46 151 26 26 43 33 128

510)(           559)(           567)(           590)(           2.227)(       477)(           519)(           581)(           675)(           2.252)(       
445)(           549)(           445)(           465)(           1.904)(       437)(           430)(           449)(           549)(           1.865)(       
129)(           136)(           163)(           111)(           540)(           144)(           146)(           125)(           162)(           577)(           

1.084)(       1.245)(       1.175)(       1.166)(       4.671)(       1.059)(       1.095)(       1.154)(       1.386)(       4.694)(       

590 837 875 462 2.763 627 876 854 261 2.618

178)(           171)(           182)(           182)(           714)(           190)(           189)(           191)(           261)(           831)(           

412 666 692 280 2.050 437 687 662 0)(               1.786
 

7 8 8 20 42 5 6 5 9 25
123)(           157)(           142)(           141)(           562)(           127)(           108)(           115)(           88)(              438)(           
116)(           149)(           133)(           123)(           520)(           122)(           102)(           110)(           79)(              413)(           

0 1 1 31 33 0 0 0 33 33

 296 517 560 189 1.562 315 585 553 47)(            1.406

55)(              99)(              115)(           32)(              301)(           60)(              113)(           108)(           18 263)(           

241 418 445 157 1.262 255 473 444 29)(            1.143

Other comprehensive income that will be 
reclassifed to profit or loss:

16)(              105)(           261)(           247)(           628)(           49 103)(           209 44)(              112 
0 0 0 0 0 19)(              94)(              27)(              140)(           
0 0 0 0 0 4 19 5 28 

16)(              105)(           261)(           247)(           628)(           49 118)(           134 65)(              0 

225 314 184 89)(            634 305 355 578 94)(            1.144

Quarterly Overview
Unaudited

Income tax expense ..................................................

Profit for the period..........................................................................................................................

Translation differene of associates and subsidiaries ...

Total comprehensive (loss) income .....................

EBIT

Financial income .......................................................
Financial expenses ....................................................

Profit before income tax ...........................................................................................................

Other income ...........................................................

Translation difference of net investment hedge .........
Income tax relating to net investment hedge .........

Sales .........................................................................
Cost of goods sold ....................................................

Share of profit from associated companies ................

Salaries and salary related expenses ..........................
Sales and distribution expenses ................................
Operating expenses ..................................................

EBITDA ..............................................................

Depreciation and impairment of operating assets .....


