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Endorsement and Statement by the Board of Directors and
the CEO

The condensed consolidated interim financial statements of N1 hf. for the period from 1 January to 30 June 2018 have
been prepared in accordance with the International Financial Reporting Standard for interim financial reporting, IAS 34.

The Company's operating revenue for the first six months of the year amounted to ISK 19,144 million and increased by
19% compared to the same period of the previous year. According to the statement of income and comprehensive
income, profit from the Group's operations for the period amounted to ISK 748 million. However, when taking into
account translation difference due to the operation of a foreign associated company the Group's total comprehensive
income amounts to ISK 742 million. The Group's equity at the end of the period amounted to ISK 14,554 million
including share capital in the amount of ISK 250 million.

On 30 July 2018 the Icelandic Competition Authority (ICA) approved N1's acquisition of all share capital of Festi hf. By
the acquisition, which is subject to certain conditions, N1 obtains control over Festi which therefore becomes a
subsidiary of N1. Festi operates grocery stores under the brand names of Krénan, Kr, Néatun and Kjarval, as well as
the electrical appliance store ELKO and Bakkinn warehouse hotel. The date of acquisition will be 1 September 2018.
From that time Festi and its subsidiaries will be included in N1's consolidated financial statements. The objective of the
acquisition is operational optimisation and subsequently more robust and better service for customers of both
companies. The purchase price is, according to the purchase agreement, in the amount of ISK 24,187 million.
However, since a part of the purchase price was issued in new shares in N1 the final purchase price will be determined
based on the market price of N1's shares as at the acquisition date. Following the transaction the former shareholders
of Festi will own 24.1% of all shares in N1. Half of those new shares are subject to lock-up provisions, as sale of them
is prohibited to year-end 2018. Reference is made to note 16 to these interim consolidated financial statements for
further information regarding the acquisition, its financing, the financial position and operational results of Festi,
preliminary purchase price allocation and ICA’s conditions.

At the end of the period the Company's shareholders were 990 compared to 1,158 at the beginning of the year.
Following are the Company's ten biggest shareholders at the end of the period:

LifeyriSSjOOUN VEISIUNAITMANNA. ... .ueeieiiiiee ettt ettt e ettt e et e e st bt e e et e e e snbe e e e snbeeeeabbeeennes 13,3%
Lifeyrissjédur starfsmanna rikisins A-deild 0g B-deild.............cccceiiiiiiiiiiiiie e 11,6%
(€11l TR 11 =)V € ES1S] o T 1 ST OO OU PP PPPPRTI 9,3%
LansSdowne 1CAaV LANSAOWNE BUIO..........oiiieieie ettt e et e et e e e et e e e et e e e e e e s abaeesaaaeasaaneerens 8,1%
Birta [T YTISSIOOUT. ...ttt etttk e e e e et e ettt e e et et e e sa b et e e ek bt e e e st et e e nnnneeeatbeeenan 6,3%
Global Macro Funds........ 5,0%
Almenni lifeyrissjodurinn.. 4,6%
Wellington..... 4,5%
=Y [0 [ o =Y TR 3,5%
[SIENSKI THTEYIISSI-LIFSDIAUL .....c.v.vcvieeeieeceeee ettt ettt ettt ee et e et et eee et et es s et ee e et ete s et etere et etenneeeeens 2,8%

Statement by the Board of Directors and the CEO

The condensed consolidated interim financial statements of N1 hf. for the period from 1 January to 30 June 2018 are
prepared in accordance with the International Financial Reporting Standard for interim financial reporting, IAS 34.
According to our best knowledge it is our opinion that the consolidated interim financial statements give a fair view of
the Group's assets, liabilities and financial position as at 30 June 2018 and operating results and changes in cash
flows during the period from 1 January to 30 June 2018.

Furthermore, it is our opinion that the condensed consolidated interim financial statements and the Endorsement by
the Board of Directors and the CEO give a fair view of the Group's results, financial position and development and
describe the main risk factors and uncertainty faced by the Group.

The Board of Directors and the CEO of N1 hf. have today discussed the Company's consolidated interim financial
statements for the period from 1 January to 30 June 2018 and confirm them with their signatures.
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Endorsement and Statement of the Board of Directors and
the CEO, contd.:

Képavogur, 29 August 2018

The Board of Directors of N1 hf.

Margrét Gudmundsdottir
Chairman of the Board
Helgi Magnusson Kristin Gudmundsdattir
Jbn Sigurdsson bérarinn V. bérarinsson
CEO

Eggert Por Kristofersson
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Report on Review of Interim Financial Statements

To the Board of Directors and Shareholders of N1 hf.

We have reviewed the accompanying condensed interim group financial statements of N1 hf. for the period 1 January
to 30 June 2018. The condensed interim group financial statements which comprise, statement of financial position as
of 30 June 2018, and the statement of income and comprehensive income, changes in equity and cash flows for the
six-month period then ended, and explanatory notes. Management is responsible for the preparation and presentation
of these condensed interim group financial statements in accordance with International Financial Reporting Standard
IAS 34 "Interim Financial Reporting" as adopted by the EU. Our responsibility is to express a conclusion on these
condensed interim group financial statements based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements 2410, "Review of
Interim Financial Information Performed by the Independent Auditor of the Entity". A review of interim financial
statements consists of making inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.

Conclusion

Based on our review nothing has come to our attention that causes us to believe that the accompanying condensed
interim group financial statements are not prepared, in all material respects, in accordance with IAS 34 "Interim
Financial Reporting" as adopted by the EU.

Reykjavik, 29 August 2018

Ernst & Young ehf.

Ingunn H. Hauksdottir
State Authorized Public Accountant

Condensed Interim Financial Statements of N1 hf.
January to June 2018 5



Statement of income and comprehensive Income
1 January to 30 June 2018

Cost of goods SOId ........coovviviiieeeiiiiiiiiiee e,
Gross Profit ..o

Other operating inCome ..........cccceevvviiiiieneenn.
Salaries and other personnel expenses .........

Sales and distribution expenses .....................
Other operating eXpenses ........cccccevevcveveeeeenn

Profit before depreciation, amortisation

and financial items........cccccooiviiiiinnins
Depreciation and amortisation ........................
Operating profit ...
Finance inCome .........ccccceeeiiiiiiiecee e
Finance expenses ........ccccocevvieeeiiiieeeiniieenies

Foreign currency difference ............ccccceeeeen.
Share of profit from associates ..............c........

Fair value changes of shares

in other COMPANIES ........ccceeevviiveeriieeeiiieeens

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

Income tax

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

Other comprehensive income

Notes

Items that are or may be reclassified subsequently to

profit or loss:
Translation difference arising from

operations of a foreign associate ..................

Total comprehensive income

for the period ...

Basic and diluted earnings

for the period ...

2018 * 2017 * 2018 2017
1.4.-30.6. 1.4.-30.6. 1.1.-30.6. 1.1.-30.6.
10.931.549 8.897.383  18.914.736  15.875.353
( 7.686.715) ( 6.101.639) ( 13.387.618) ( 10.774.366)
3.244.834 2.795.744 5.527.118 5.100.987
123.584 98.732 229.088 201.489

( 1.237.296) ( 1.178.497) ( 2.331.470) ( 2.243.621)
( 580.756) (  567.463) ( 1.048.081) (  989.901)
( 473.392) (  380.261) (  899.156) (  779.694)
( 2.291.444) ( 2.126.222) ( 4.278.707) ( 4.013.217)
1.076.975 768.254 1.477.499 1.289.259

(  254.368) ( 242.331) ( 502.237) (  485.293)
822.607 525.923 975.262 803.967
16.436 13.282 39.714 38.471

(  107.128) (  101.491) (  209.852) (  198.662)
42.686 ( 16.197) 28.905 ( 6.997)
29.142 104.982 58.660 154.705

( 2.228) ( 588) ( 2.443) 3.574
( 21.093) ( 13) ( 85.017) ( 8.908)
801.514 525.910 890.245 795.059

(  129.822) ( 84.705) (  142.124) (  128.910)
671.692 441.205 748.121 666.149
9.609 ( 23.115) ( 5.819) ( 16.930)
681.301 418.090 742.302 649.219
2,69 1,76 2,99 2,66

* The quarterly statement and the split between quarters were not reviewed or audited by the Company’s auditor.

Notes on pages 10 to 17 are an integral part of these consolidated interim financial statements.
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Statement of Financial Position as at 30 June 2018

Assets

INEANGIDIE ASSELS ...
Property and eqUIPMENT .........ooiuiiiiiiiiie e
Shares iN aSSOCIAES ......ccccvviiiiiiie e
Shares in Other COMPANIES ........veeiiiiiiieiie e
BONGS .o

INVENTOTIES ..vvvviriireieiereeeretererereresseessssserersrsssrsssressssrsrsrsrsrsssrsssrsssrsrrrrrerrraren
Trade receivables ...
Receivable from related parties ..........cccccovveiiiiiiee i
Other short-term receivables ..........ccooooiiiiiiiiiiie
Cash and cash eqUIVaIENES ..........ccooiiiiiiiiiiii e

Current assets

Total assets

Equity

Share CaPItal ......ooiiiiieieiee s
SNAE PrEMIUM Lottt e et
Other restricted EQUILY ........ooiiiiiiiiiiee e
Retained arNINGS ......oiiiiiiieiiiiie et

Liabilities
Payable to credit iNSHULIONS .........ceviieiiiiiiiiieee e
Deferred tax labilities ...........couvuiiiiiiieeeee e

CUITENT TAX 1oiiiiiiiiiiiii ettt
Payable to the IcelandiC State ...
Payable to credit INSHIULIONS .........coeviiiiiiei e
Trade PAYADIES .....oooiiiiiiiei e
Payable to related parties ........ccooceeviiiiiiie
Deferred INCOME .......oooiiiiiii e e e e
Other short-term liabilities ........cccvvviiiiiei e

Current liabilities

Total liabilities

Total equity and liabilities

Notes

12

13
14

30.6.2018 31.12.2017
196.368 214.987
16.886.958 16.940.226
1.894.333 1.839.908
13.353 15.668
118.396 120.914
19.109.408 19.131.703
4.027.628 2.840.403
3.760.622 2.595.230
70.348 152.147
351.121 136.852
3.318.979 2.800.082
11.528.698 8.524.714
30.638.106 27.656.418
250.000 250.000
3.153.857 3.153.857
3.985.418 4.131.579
7.164.805 6.276.344
14.554.080 13.811.779
8.000.000 8.000.000
1.447.799 1.484.715
9.447.799 9.484.715
405.546 444.276
2.927.500 2.058.077
1.100.000 0
1.211.092 1.066.927
249.416 113.198
177.545 182.958
565.128 494.488
6.636.227 4.359.923
16.084.026 13.844.638
30.638.106 27.656.418

Notes on pages 10 to 17 are an integral part of these consolidated interim financial statements.
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Statement of Changes in Equity 30 June 2018

Other restricted equity
Unrealised profit

Share Share Statutory Revaluation  of associated Translation Retained Total
Capital premium reserve reserve companies reserve earnings equity
1 January to 30 June 2018
EQUItY 1.1.2018 ....ooiiiiiiieeiiee e 250.000 3.153.857 62.500 3.846.730 376.857 (  154.490) 6.276.324 13.811.779
Total comprehensive income for the period ..................... ( 5.819) 748.121 742.302
Restricted due to associated companies ................cc....... ( 44.440) 0 44.440 0
Dissolution of revaluation
of an associated company ...........cccccvvveeeeeeiiiiiiieeeeeenn. ( 17.342) 17.342 0
Dissolution of revaluation
of property and equipment .........cccceeevviviiieeeee e, ( 78.559) 78.559 0
Equity 30.6.2018 .....ooiiiiiiiiiiiiie e 250.000 3.153.857 62.500 3.750.810 332.417 ( 160.308) 7.164.805 14.554.080
1 January to 30 June 2017
EQUItY 1.1.2007 ..ot 250.000 3.153.857 62.500 4.122.522 295951 ( 165.582) 4.852.702 12.571.950
Total comprehensive income for the period ..................... ( 16.930) 666.149 649.219
Restricted due to associated companies .............ccceeee... ( 37.295) 37.295 0
Dissolution of revaluation
of an associated COMPANY ........cccceevrveeeiiinieeniieee e ( 17.573) 17.573 0
Dissolution of revaluation
of property and equipment ...........ccccvvieeiiiee e ( 80.894) 80.894 0
Dividend paid ( 3.00 ISK per share) ........cccccceeevvivrvrennennn. ( 750.000) ( 750.000)
EQUItY 30.6.2017 ...ooiiiieeiiiieiiie e 250.000 3.153.857 62.500 4.024.055 258.656 ( 182.512) 4.904.612 12.471.169

Notes on pages 10 to 17 are an integral part of these consolidated interim financial statements.
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Statement of Cash Flows 1 January to 30 June 2018

Cash flows from operating activities
Profit before depreciation, amortisation and financial items .....................
Operating items not affecting cash flows:
Gain on sale of operating aSSEetS ........ccccveiiiiieeiiiiee e
Deferred INCOME ......cooiiiiiieie e

Changes in operating assets and liabilities:
INVENLONIES, CRANGE ....ciiiiiiiiiiiiee e
Trade and other receivables, change .........c.cccoocciiiiiiiiiiiiiiiiee s
Trade and other payables, change .........cccccoiiiiiiiii e,
Changes in operating assets and liabilities

INterest iINCOME FECEIVEM .......ceeveiiiiiiiiiiie e
Interest expense paid on short-term liabilities ............cccocciis
Paid INCOME TAX ..viiiieiiiiiiiiee ettt neree e e e

Cash flows from operating activities

Cash flows from investing activities

Purchase of property and equipment ............ooooiiiiiiiiiiee e
Sale of property and eqUIPMENT .........oeeiiiiieiiiiiie it
DivVIdend reCIVEA ..........oocviiiiiiiii e

Cash flows from financing activities

(D1 o (=10 To I o= UL H PRSP PPURPTRIN

Interest expense paid on long-term loans from credit institutions .............
Financing activities

Increase in cash and cash equivalents ..........cccccovviiiiniiiie s

Currency exchange difference on cash and cash equivalents ............
Cash and cash equivalents at the beginning of the year ......................

Cash and cash equivalents at the end of the period ..........cccccooeiiiie.

2018 2017
1.1.-30.6. 1.1.-30.6.
1.477.499 1.289.259
35.050) ( 10.363)
0 ( 15.106)
1.442.449 1.263.791
1.187.225) ( 139.546)
1.367.730) ( 1.095.938)
2.261.786 1.359.721
293.169) 124.237
39.707 29.743
1.427) ( 7.244)
217.770) ( 181.340)
969.789 1.229.186
473.314) ( 404.267)
78.014 39.032
120.000 192.000
275.300) ( 173.235)
0 ( 750.000)
190.146) ( 191.221)
190.146) ( 941.221)
504.344 114.730
14.553 13.010
2.800.082 2.266.435
3.318.979 2.394.175

Notes on pages 10 to 17 are an integral part of these consolidated interim financial statements.
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Notes

1. Operations
N1 hf. (,the Company“) is an Icelandic limited liability company. The Company's headquarters are located at
Dalvegur 10-14, Képavogur. The objective of the Company is sale of fuel and lubricants in fixed, liquid and
gaseous form, wholesale and retail, purchase, sale and ownership of securities, purchase, sale, ownership and
operation of real estates and movable property, together with lending activities related to the Company's
operations and other related operations. The consolidated interim financial statements of the Group consists of
the Company and its subsidiary EGO ehf., referred to together as the Group and individually as a Group entity.

2. Statement of compliance
The consolidated interim financial statements of N1 hf. have been prepared in accordance with the International
Financial Reporting Standard for interim financial reporting, IAS 34. The condensed consolidated interim financial
statements do not include all of the information required for full annual financial statements, and should be read
in conjunction with the consolidated financial statements of the Company for the year ended 31 December 2017.

The Board of Directors of N1 hf. approved the consolidated interim financial statements on 29 August 2018.

3. Significant accounting policies
Two accounting standards became effective as at the beginning of the year, IFRS 15 Revenue from Contracts
with Customers and IFRS 9 Financial Instruments.

Based on current operations of the Group IFRS 9 has limited effect. However, if the Group’s operations change in
the near future, e.g. by more focus on investment activities, the standard will have an impact on Group’s
recognition and measurement of financial instruments.

IFRS 15 applies to sale of goods and services. It includes a comprehensive framework the purpose of which is to
provide information on the nature, amounts, timing and uncertainty related to revenue and cash flows from
contracts with customers. IFRS 15 did not impact the interim financial statements except that more detailed
breakdown of revenue is presented, see note 9.

4. Risk management
A part of its risk management the Group enters into derivative contracts to mitigate the effect of fluctuations in the
world market price of oil. According to contractual provisions of the contracts, whose duration range from one to
two months, the price of fuel is fixed in foreign currency. Those contracts only cover part of the Group’s purchase
of oil. The contracts are cash-settled.

5. Presentation and functional currency
These consolidated interim financial statements are prepared and presented in Icelandic krona (ISK), which is the
Company's functional currency. All amounts are presented in thousand of Icelandic krona unless otherwise
stated.

6. Use of estimates and judgements
The preparation of consolidated interim financial statements in accordance with International Financial Reporting
Standards requires management to make judgements, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and liabilities, income and expenses. Actual results may
differ from these estimates.

7. Seasonality
The Group’s operations are generally more extensive during the second and third quarters of the year than in the
first and fourth quarters. Therefore the carrying amounts of the Group’s operating assets and liabilities are
generally lower at the end of the first and fourth quarters than at the end of the second and third quarters.

Condensed Consolidated Interim Financial Statements of N1 hf. Amounts are in |SK thousand
January to June 2018 10



Notes, contd.:

8. Operating segments

An operating segment is a component of the Group that engages in business activity from which it may earn
revenue and incur expenses, including revenue and expenses relating to transactions with other components of
the Group. Segments are determined by the Company’s CEO, which regularly reviews the Group’s segments so
as to decide upon how assets are allocated as well as to monitor their financial performance.

Operating results of segments, their assets and liabilities consist of items directly attributable to individual
segments as well as those items which can be allocated in a logical way.

Capital expenditure of segments consist of the total cost of acquisition of operating and intangible assets.

Inter-segment pricing is determined on an arm’s length basis.

Inter-segment

First half 2018 Real estate Operations revenue Total
Operating reVENUE .........ccceveiriieeeiiiiee e 0 18.914.736 0 18.914.736
Other reVENUE ........coovvieiiiiiiceie e 1.028.762 229.088 (1.028.762) 229.088
Total Segment reVenUE ..........cccveeeiiiieeeiiieeenee. 1.028.762 19.143.824 ( 1.028.762) 19.143.824
Total operating expenses of segments ................ (214.335)  (18.480.753) 1.028.762 (17.666.325)
Segment EBITDA ..o 814.428 663.071 0 1.477.499
Segment depreciation and amortisation .............. (295.686) (206.551) 0 (502.237)
Share of profit from associates ..........c.cccccoeuvneeen. 0 58.660 0 58.660
Operating result of segments ............ccceeevvvieennee. 518.742 515.180 0 1.033.921
NEL fINANCE EXPENSES ....viiiieeeiiiiiiiet it e ettt e e e e e s ettt e e e e s s tb e teeeeessastbeaeeeeeessantbsseeeaeessnntbaaeeeeensannses (143.677)
[Tt ] 14T = PP PP PPPPPPRPTN (142.124)
o)1 (o] 1 g T= N o =Y [ Yo [ ST PPPRRR 748.121

30 June 2018

SegMENt ASSELS ...ccoviiiiiiiiiieie e 14.865.300 12.453.827 0 27.319.127
(0L F=Y [ (o Tor=1 (=To Ir= 11T RO 3.318.979
LIS ) == 1T T 30.638.106
(1 F= ] [oXor=N (=10 M =1 o111 (T 16.084.026
Capital expenditure ..o 186.823 286.491 0 473.314
Depreciation and amortization .............cccceevvveenne (295.686) (206.551) 0 (502.237)
Condensed Consolidated Interim Financial Statements of N1 hf. Amounts are in ISK thousand
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Notes, contd.:

8.

Operating segments, contd.:

Inter-segment
First half 2017 Real estate Operations revenue Total
Operating reVENUE .........ccceveiriieeeiiiieeniieee i 0 15.875.353 0 15.875.353
Other revenue ................ 928.580 201.489 (928.580) 201.489
Total segment revenue 928.580 16.076.842 (  928.580) 16.076.842
Total operating expenses of segments (172.623) (15.543.540) 928.580 (14.787.583)
Segment EBITDA ...ocoiiiiiiiiec e 755.957 533.302 0 1.289.259
Segment depreciation and amortisation .............. (272.409) (212.884) 0 (485.293)
Share of profit from associates ..........c.cccceeuvneeen. 0 154.705 0 154.705
Operating result of segments 483.548 475.123 0 958.671
Net finance expenses (163.613)
INCOME taX ...evveeeeiieeiiiiiiee e (128.910)
Profit for the period .................... 666.149
30 June 2017
SEOMENL ASSELS ...ovveiiiiiiiiieieieieieieeeeeee e 24.454.764
Unallocated assets 2.394.175
LIS ) = =TT T 26.848.939
(1 F= ] [oXor=N (=10 M T =1 o111 (T 14.377.771
Capital expenditure .........ccccveeieeeiiiniiiieieee s 80.853 323.414 0 404.267
Depreciation and amortization (272.409) (212.884) 0 (485.293)
Sales 2018 2017
1.1.-30.6. 1.1.-30.6.
FUBL ettt et 13.584.177 10.703.630
Other goods 5.330.558 5.171.723
TOUAI SAIES.... ettt e e et aa e e 18.914.736 15.875.353
Breakdown of revenue by the Group’s customers :
Fishing industry 1.986.200 1.440.546
Transportation........ 2.716.606 639.973
Contractors............... 1.184.673 955.685
FOTEIGN SAIE......eeeeee it 1.259.938 1.301.941
Other industries and iINAIVIAUAIS. ............coiuiiiiiiii e 11.767.319 11.537.208
18.914.736 15.875.353

Condensed Consolidated Interim Financial Statements of N1 hf.

January to June 2018 12

Amounts are in |SK thousand



Notes, contd.:

10. Gross profit 2018 2017
1.1.-30.6. 1.1.-30.6.
FUBL e 3.086.029 2.670.189
Other goods.................. 2.441.089 2.430.798
Total gross profit 5.527.118 5.100.987
11. Income tax
Effective income tax in profit or loss is specified as follows: 2018 2017
1.1.-30.6. 1.1.-30.6.
Profit before income tax ..........ccccevviiieiiiinicinnen. 890.245 795.059
Income tax based on current tax rate .................. 20,0% ( 178.049) 20,0% ( 159.012)
Non-deductible eXpenses .........ccccvvvererncinieennnen. ( 0,1%) ( 1.257) 0,1% ( 823)
Non-taxable income on shares ...........ccccveveeeeeenn. ( 1,3%) 11.428 ( 3,9%) 30.941
Corrections due to prior Years ..........cccceeeviveeennne ( 2,9%) 25.754 0,0% 0
(@) (=] Q1 (=] 1 TR 0,0% 0 0,0% ( 16)
Effective income taX ........ccccvviieiiiiiiiiiiece e 16,0% ( 142.124) 16,2% ( 128.910)
12. Other short-term receivables
Other short-term receivables are specified as following:
30.6.2018 31.12.2017
Prepaid EXPENSES. .. .oi ittt 130.285 34.627
VAT refund and other receivables from the Icelandic State..............c.occoieieeennns 120.179 64.021
Other short-term reCeiVabIES. .........ooiiiii e 100.658 38.204
Total other short-term receiVabIes............oo e 351.121 136.852
13. Payable to credit institutions
Interest bearing borrowings are specified as follows:
30.6.2018 31.12.2017
Interest rate Book value Interest rate Book value
Non-indexed loan in ISK on floating interests....... 5,1% 8.000.000 5,1% 8.000.000
Short-term loan iN ISK..........cccccoeieiiiiiiiiieeeeeeeeeee, 5,3% 1.100.000 0
Total payable to credit iINSttIUtIONS. ..o, 9.100.000 8.000.000
Loan maturities of the non-indexed loan is specified as follows: 30.6.2018 31.12.2017
YEAI 2026 . i 68.000 68.000
YEAI 2022...... ettt e 408.000 408.000
YU o 1Y=T o U1 o | PSPPI 7.524.000 7.524.000
Total payable to credit INSITULIONS. ........c.ooiiiiiiie e 8.000.000 8.000.000
Condensed Consolidated Interim Financial Statements of N1 hf. Amounts arein |SK thousand

January to June 2018 13



Notes, contd.:

14. Deferred tax liabilities
Deferred tax liabilities at the end of the period are specified as follows:

30.6.2018 31.12.2017
Assets
Trade receivables and other receivables 1.479 4.496
101V =T ) (o1 T= T PR PPRTRRIN 0 1.660
1.479 6.156
Liabilities
Property and eQUIPMENT..........coiiiiiiiie e 1.415.126 1.464.297
INTANGIDIE ASSELS. ...eiiiiiiiie it 21.562 23.592
101Y7=T 1 (o] 1= T O U PR PPRTRRRTIN 5.503 0
Unrealised foreign exchange rate difference..........cccoccvviiiiieiiiee e 7.087 2.983
1.449.277 1.490.872
Deferred tax iabilities............eeiiie e 1.447.799 1.484.715
15. Ratios
The Company's key ratios are specified as follows: 2018 2017
1.1.-30.6. 1.1.-30.6.
Statement of income and comprehensive income
Inventory turnover: cost of goods sold * / average inventories
OF tNE PEIIOA. ... 7,94 6,97
Sales days in trade receivables: average trade receivables of the period /
g00ds and SErVICES SOIA *.........ooiiiiiieiiiei e 30 32
Profit before depreciation, amortisation and financial items / gross profit.............. 26,7% 25,3%
Salaries and other personnel expenses / gross pProfit...........cccccvcveveiiineincncecninne. 42,2% 44,0%
Sales and distribution expenses / gross pProfit..........cccccveeeiiiieinie e 19,0% 19,4%
Other operating expenses / gross profit 16,3% 15,3%
30.6.2018 31.12.2017
Statement of Financial Position
Current ratio: Current assets / current liabilities...........c.eeeeeeiiiiiee 1,74 1,96
Liquidity ratio: (Current assets - inventories) / current liabilities............c..ccccovvneen. 1,13 1,30
Leverage: Net interest bearing liabilities ** / EBITDA**..........ccooviviiiiiieee e 1,42 1,38
Equity ratio: Equity / total capital...........cccoooiiiiiiiiiiii e 47,5% 49,9%
Return on equity: Profit for the period * / average equity for the period................... 10,6% 16,1%
* Operating figures are calculated on annual basis.
** Average net interest bearing liabilities for the last 12 months.
*** EBITDA for the last 12 months.
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Notes, contd.:

16. Subsequent events
Acquisition of Festi
On 30 July 2018 the Icelandic Competition Authority (ICA) approved N1's acquisition of all share capital of Festi
hf. subject to certain conditions in a settlement agreement approved by N1 and ICA. Festi operates grocery
stores under the brand names of Krénan, Kr, N6éatin and Kjarval, as well as the electrical appliance store ELKO
and Bakkinn warehouse hotel. The date of acquisition will be 1 September 2018. From that time Festi and its
subsidiaries will be included in N1's consolidated financial statements.

The objective of the acquisition is operational optimisation and subsequently more robust and better service for
customers of both companies. Significant changes have, and will continue, to take place in those markets in
which the companies operate. Annual synergy of the acquisition are in the range of ISK 500 to 600 million.
Synergy effect will be obtained in the next 12 to 18 months.

ICA’s conditions
ICA’s main conditions related to N1's acquisition of Festi are as follows:

1. New resellers are to get improved access to wholesale of liquid fuel.

2. Better access to the service of Oliudreifing ehf.

3. Sale of five self-service stations to new and independent parties in the fuel market. More specifically, three self-
service fuel stations currently operated under the brand name of Deelan, located at Fellsmuli and Staldrid in
Reykjavik, the station at Haedarsmari 8 in Képavogur, and two stations operated under the brand name of N1, i.e.
those at Salarvegur in Képavogur and Vatnagardar in Reykjavik.

4. Sale of the grocery store of Kjarval located at Hella.

Acquisition price, its payment and financing

The acquisition will be financed with new borrowings, on one hand, and issue of new share capital in N1 on the
other. Furthermore, N1 will use some of its current cash to finance part of the acquisition. N1 has issued
79,573,913 shares to shareholders of Festi. In the final purchase agreement it is assumed that the shares are
issued at a price of 115 ISK per share and the total purchase price of the share capital of Festi is estimated ISK
24,187 million.

However, according to International Financial Reporting Standards (IFRS), the value of the portion of the
purchase price paid my means of issue of new share capital is to be based on the market value of shares as at
the acquisition date, even though the purchase price agreement states that new shares in N1 will be delivered at
the price of 115. If the market price differs from that assumed in the purchase price agreement it will have an
impact on the determination of purchase price and the purchase price allocation. Following is a breakdown of the
purchase price based on the assumption in the purchase price agreement of price of 115 per share. Amounts
are in ISK million:

Acquisition price of all share capital Of FESTI ..........ciiiiiiii e 24.187
Cash payment, cash currently at N1's diSPOSal .......cccuuiiiiiiiiiiiii e 2.356
Cash payment, financed via new borrowings Of NL ... 12.680
Paid via new share capital of NL hf.* ... e 9.151
1o | TP O PP P PPPRTRRPP 24.187

*Following the transaction the former shareholders of Festi will own 24.1% of all shares in N1. Half of those new
shares are subject to lock-up provisions, as sale of them is prohibited to year-end 2018.

In addition to the purchase price, direct acquisition-related cost in the amount ISK 66 million has been expensed
in 2018 (2017: 69 million).
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Notes, contd.:

16. Subsequent events, contd.:

Assets and liabilities of Festi and purchase price premium

The following table specifies the carrying amount of Festi’s assets and liabilities according to the company’s
consolidated financial statements at the annual reporting date of 28 February 2018. However, the acquisition will
be based on the fair value of acquired assets and liabilities of Festi as at the acquistion date of 1 September
2018. The estimated purchase price, as specified in the table, is based on the aforementioned assumption in the
purchase price agreement of the price of N1's share capital being 115 per share. However, on the acquistion
date it shall be based on the market price of shares in N1 at that date. Amounts are in ISK million:

Property and QUIPMENT .......oiiiiiiei ettt e et e e et e b e e e et e e snn e s 12.077
INVESTMENT PIOPEITIES ...oeeeeeieiitiee ettt ettt e et e st et e e s b e e s bb e e e anb bt e e snee e e s neneeeean 8.805
[CToTo o 1| PP PP PP PO PP UTPPRT PPN 7.258
INEANGIDIE BSSELS ....eeiiiiiiie et e sttt e bt e e et e e 3.797
Shares in OthEr COMPANIES .....coueeieiiiiiie ettt s bt e e e e st e e st e e nnneees 32
[01Y7=T01 (o] £ =T P PO P PP PP PPPPP PPN 3.735
Trade rECEIVADIES ......ooiiiie ettt e et e e 484
Other ShOrt-term reCEIVADIES ........oiiieiiie et 197
Cash and Cash EQUIVBIENTS ...........iiiiiiiieiie et 1.673
Loans from Credit INSHIULIONS ........c.uiiiiie et e et ( 15.029)
Deferred tax HADIILIES ........c.viiiiiie et s e s ( 1.824)
TrAdE PAYADIES ...ttt et s ( 3.822)
CUITENE tAX PAYADIE ...t ( 286)
Other short-term laDIltIES .........cooiiiii e ( 1.187)
o U1 PP TP PP OPU PP 15.909
Estimated purchase price of share capital Of FESti ..........cociiiiiiiiii e 24.187
Estimated purchase price in excess of book value of Festi’s equity at 28 February 2018 ............ 8.278

Purchase price allocation

As stated above the purchase price of share capital in Festi is estimated to be ISK 8,278 million in excess of the
company’s equity as at 28 February 2018. According to International Financial Reporting Standards N1 is to carry
out a purchase price allocation at the acquisition date, i.e. value identifiable acquired assets and liabilities as at
the acquisition date of 1 September 2018, where the identifiable assets' and liabilities' fair value is determined.
Goodwill in an acquired company is not assumed to be an identifiable asset. To the extent that the purchase price
of the shareholding in Festi is in excess of the fair value of identifiable assets less acquired liabilities the
difference is recognised as a goodwill in N1's consolidated financial statements.

Purchase price allocation is yet to be finalised but below is a preliminary assessment of the fair value of acquired
assets affected by the purchase price allocation. That assessment is subject to changes. It is estimated that the
purchase price allocation will be finalised as at the end of november. However, if new information becomes
evident within one year from the acquisition date regarding the position of assets and / or liabilities at the
acquistion date the purchae price allocation could change.

Condensed Consolidated Interim Financial Statements of N1 hf. Amounts are in |SK thousand
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Notes, contd.:

16. Subsequent events, contd.:
Purchase price allocation, contd.:

Assets acquired
Property and
equipment

Investment property

Intangible assets

Goodwill

Operating results of Festi

Changes in value and assumption upon which preliminary
purchase price allocation is based

According to a preliminary assessment the fair value of Festi’s real estates and premises
is ISK 2,479 million in excess of the estimated carrying amount at the acquisition date 1
September 2018. Fair value of equipment is estimated to be close to carrying amount
and was therefore not estimated. Fair value of real estates and premises was estimated
in accordance with the International Financial Reporting Standard IFRS 13 Fair value
Measurement. The fair value assessment of those assets fall under level 3 in the fair
value hierarchy. The fair value assessment is based on discounted cash flows using
fixed prices. Future revenue from assets is estimated based on current lease
agreements and estimated market lease prices after the expiration of current lease
agreements. A full utilisation of real estates is not assumed. Furthermore, it is assumed
in the estimation of revenue that a part of lease revenue will not be collected. The most
significant expenses in the cash flows assessment are property tax, maintenance,
insurance premiums and administrative costs. Property tax is based on rateable value for
the year 2019 and municipalities” rate of levy for the year 2018. Other expense items are
estimated based on common benchmarks applied in the real estate market. The
estimated cash flows from assets is discounted based on estimated weighted average
cost of capital (WACC). Required rate of return on equity is based on market rate of
return on government backed market debt securities, risk premium for the real estate
market and a specific risk premium for individual properties. A 30% equity ratio is
assumed. The assessment of real rate of return on debt is based on estimated interest
term for individual real estate assets. Festi’s real estates and premises for own use will
be recognised applying the revaluation method in N1's consolidated financial
statements, as N1's real estates and premises are recognised. Other fixed tangible non-
current assets of Festi will be recognised at amortised cost. Deferred tax will be
recognised due to the difference between fair value and carrying amount.

Some of Festi’s real estates are leased out to third parties and recognised as investment
properties in Festi’'s consolidated financial statements. Investment properties are
recognised at fair value through profit or loss. The same accounting policy will be applied
in N1's consolidated financial statements. According to preliminary fair value
assessment the fair value of investment properties is ISK 358 million lower than the
estimated carrying amount at the acquisition date. Fair value of investment properties
was assessed applying the same valuation model as for the assessment of fair value of
real estate and premises of assets for own use. Deferred tax will be recognised due to
the difference between fair value and carrying amount of investment properties.

Purchase price allocation has not yet been performed with respect to intangible assets
but will be carried out following the acquisition date of 1 September 2018. Intangible
assets will subsequently be recognised at amortised cost and deferred tax recognised
due to the difference between book value and fair value.

Goodwill is the excess of purchase price over fair value of identifiable acquired assets
and liabilities. Goodwill is not amortised but will be tested annually for impairment.

In the financial year 1 March 2017 to 28 February 2018 the operating revenue of Festi's group amounted to ISK
40,000 million, EBITDA amounted to ISK 3,436 million and profit to ISK 1,695 million. According to budget for the
financial year ending on 28 February 2019 total turnover of Festi is assumed to be ISK 43,000 million and

EBITDA to be ISK 3,350 million.
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