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Endorsement and Statement by the Board of
Directors and the CEO

Origo hf. provides to its customers complete solutions in the fields of information technology with software
development and by providing hardware, software, office equipment and technical services. The financial statements
include the consolidated financial statements of Origo hf. and its subsidiaries. The Group consists of four entities.

Operations in 2019

According to the statement of comprehensive income, profit for the year 2019 amounted to ISK 456 million. Sale of
goods and services amounted to ISK 14,845 million during the year. According to the statement of financial position,
the Group's equity at year-end amounted to ISK 6,817 million. Reference is made to Notes 24 to 28 regarding the
Company's risk exposure.

On 1 February 2019 changes to Origo's organisational structure were announced which are aimed to simplify the
governance, reinforce client services and strengthen the operations. Subsequent to the changes, Origo is operated in
four income sections and two support sections, i.e. End-User Solutions, Software Solutions, Business Solutions and a
new Service Solutions, which will all be supported by Human Resources and Finance functions.

At the end of March, employees exercised their option to purchase shares in accordance with the Company's share
purchase scheme of 4.4 million shares for the amount of ISK 75 million. The share purchase scheme which was
announced on 1 April 2016 is now closed and no call options are currently outstanding at the Company.

At Origo's Annual General Meeting on 7 March 2019, a decrease of the Company's shares by ISK 5,703,309 was
approved as corresponding reduction in the Company's own shares. Conditions for the reduction were met on 15
March 2019.

At the end of May 2019 Origo purchased all shares in Strikamerki hf. which focuses on POS, handheld and printing
solutions.

In mid July 2019 Origo took part in recommencing the operations of Télvutek through its subsidiary Sense ehf., and
the company has operations in Reykjavik and Akureyri.

In September 2019 Origo acquired the company Bus Travel IT, which develops business solutions for the tourist
industry.

In October 2019 Origo hf. received acknowledgement from Creditinfo as "Outstanding Company" and is ranked first
among IT companies.

In December 2019 Origo hf. acquired The Booking Factory from Buugit.com Inc. The Booking Factory is a hotel
booking system used by small and medium sized hotels in UK, Iceland and other places.

During 2019 the Company purchased a total of 31.1 million treasury shares in accordance with the Company's
repurchase plan. The current repurchase plan ended at 7 January 2020. At the end of the repurchase plan Origo
currently owns 5.4% of the Company's shares which amounts to ISK 460 million.

Share capital and Articles of Association

Shareholders at year-end were 519, compared to 576 at the beginning of the year. At year-end 2019, three
shareholders owned more than 10% of the Company's outstanding share capital. The ten largest shareholders of the
Company are:

Share*
[ V7= [T R 11,5%
BIMta [ITEYTISSJOOUT ...ttt h ettt b et e bt e e et e s bt e ebe e bt e s beeebe et e enne s 11,2%
Lifeyrissjodur verslunarmanna 10,5%
Kvika banki hf. .......ccoooovveiiiiiiinnnnnnn, 9,7%
SJOVA - AlIMennar trygQiNGar Nf. ... e 4,5%
LITSVEIK HTEYTISSIOBUI ...ttt ettt b ekttt a e bt e bt ek e e b e e e be e eab e nbb e e nnneenenas 4,5%
AN DANKI N, oo ———— 3,5%
Landsbréf Urvalsbréf ................. 3,3%
Landsbankinn hf. ....................... 3,2%
HEF Capital €NF. ...ttt e e s e e s e e et e e e e e e e e 2,5%

* Shares taking into account own shares
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Endorsement and Statement by the Board of Directors
and the CEO contd.:

Share capital and Articles ot Association, contd.

The Board of Directors proposes that a dividend of ISK 180 million be paid to shareholders in 2020. Reference is
made to the financial statements for further information on allocation of profit and other changes in equity.

The share capital of the Company amounted to ISK 459 million at year-end, but the Company holds own shares of a
nominal value of ISK 2.4 million at year-end 2019. The entire share capital is of the same class listed on the Iceland
Stock Exchange. All shares are entitled to the same rights.

The annual general meeting on 7 March 2019, resolved to authorise the Board of Directors to purchase up to 10% of
the nominal value of the shares in the Company, cf. Chapter VIII of Act No. 2/1995 on Limited Liability Companies.
The purchase rate shall be based on the last registered rate of Nasdaq OMX Iceland hf. before the agreement is
entered into. The authorisation is valid for up to 18 months. With the approval of this motion, a previous corresponding
authorisation expired, which was approved at the annual general meeting on 2 March 2018.

Corporate governance and non-financial information

The Board of Directors of Origo hf. emphasizes maintaining good management practices and aims to comply with the
Guidelines on Corporate Governance issued by the Iceland Chamber of Commerce, NASDAQ OMX Iceland and the
Confederation of Icelandic Employers in June 2015. The Guidelines can be found on the website of the Iceland
Chamber of Commerce www.vi.is. According to a resolution at Origos Annual General Meeting on 2 March 2018, an
appointment committee was established, which appoints candidates to the Company's Board of Directors. The
appointment committee's role is among other things to evaluate prospective candidates regarding competence,
experience, knowledge and independence. Also to ensure gender equality within the company's Board and prepare
and submit proposals, based on the above evaluation, on election of Board members at the Company's Annual
General Meeting. The Company's shares are listed in the Iceland Stock Exchange and therefore the Company shall
comply with the Stock Exchange's rules on corporate governance, which can be found on the Stock Exchange's
website. Further information on corporate governance and non-financial information is included in appendices to the
financial statements.

Statement by the Board of Directors and the CEO

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the EU and additional Icelandic disclosure requirements for consolidated financial
statements of listed companies.

According to the best of our knowledge it is our opinion that the consolidated financial statements give a true and fair
view of the consolidated financial performance of the Group for the financial year 2019, its assets, liabilities and
consolidated financial position as at 31 December 2019, and its consolidated cash flows for the financial year 2019.

Furthermore, in our opinion the consolidated financial statements and the endorsement by the Board of Directors and
the CEO give a fair view of the development and performance of the Group's operations and its position and describes
the principal risks and uncertainties faced by the Group.

The Board of Directors and the CEO of Origo hf. have today discussed the consolidated financial statements of the
Company for the year 2019 and confirm them by means of their signatures. The Board of Directors and the CEO
recommend that the consolidated financial statements be approved at the Company's annual general meeting.

Reykjavik, 29 January 2020

Board of Directors:
fvar Kristjansson
Hildur Dungal Gudmundur Jéhann Jonsson
Hjalti Pérarinsson Svafa Gronfeldt
CEO:
Finnur Oddson
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Independent Auditor’'s Report

To the Board of Directors and Shareholders of Origo hf.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Origo hf. (the Group) for the year 2019. The consolidated
financial statements comprise the consolidated statement of comprehensive income, consolidated statement of
financial position, consolidated statement of changes in equity and consolidated statement of cash flows, summary of
significant accounting policies and other notes.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the financial position of
the Group as at 31 December 2019, 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 Icelandic disclosure requirements for consolidated financial statements of listed companies.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with the Code of ethics for Icelandic
auditors and we have also 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 judgement, 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, and we do not provide a separate opinion on these
matters.

Key Audit Matters How the matter was addressed in the audit

Impairment test of goodwill

At year-end 2019, the Company's goodwill amounted to
ISK 1,881 million. Goodwill must be tested annually for
impairment in order to evaluate whether the value of
goodwill will be recovered through future cash flow.

Goodwill is 16% of the Group's total assets and 28% of
the Group's equity at year-end.

Goodwill has arisen upon acquisition of entities and has
been divided between the relevant smallest separable
cash generating units by the Company's management.

Impairment test of goodwill is a key audit matter in the
audit of the consolidated financial statements since
goodwill is a large part of total assets and due to inherent
uncertainties in management's plans for performance and
other management key assumptions regarding present
value of the projected cash flows for each cash
generating unit

Information on impairment test performed on the Group's
goodwill at year-end is in note 13 and information on
significant accounting policies is in note 33.

We along with our valuation experts evaluated the
management's key assumptions in calculating present
value of projected cash flows for each cash generating
unit. This work included among other things:

» Key assumptions for projected cash flows and operating
plans for the next 5 years were reviewed. This work
entailed an evaluation of key assumptions regarding
income, operating expenses, gross profit and investments
for the projected period.

« Key assumptions regarding projected future growth
following the projected period were evaluated.

* In reviewing the projected cash flows and operating
plans, among other things deviations from previous years'
plans are taken into account.

*» WACC for each cash generating unit was reviewed
which is used in evaluating present value of cash
generating units. WACC was compared to the Company's
finance expenses and other market related assumptions.
+ Management key assumptions were compared to
external and internal data.

» The Company's calculation model was reviewed and
results recalculated.

* We reviewed the note in the financial statements and
confirmed that all information required by accounting
policies was included.
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Independent Auditor’s Report, contd.

Key Audit Matters How the matter was addressed in the audit

Valuation of shares in Tempo ehf.

At year-end 2019, the carrying amount of equity in Tempo
ehf. amounted to ISK 2.698 million. Following the sale of
55% share in Tempo ehf. during the year 2018, the 45%
share of Origo hf. in the company was revalued at fair
value and later according to equity method. Valuation of
share in Tempo ehf. is a key audit matter in the audit of
the consolidated financial statements since the share is a
large part of the Company's assets and valuation must be
performed in order to determine whether there are
indications of impairment of the share.

Share in Tempo ehf. amounted to 23% of total assets and

Our audit procedures were aimed ad evaluating whether
there are indications of impairment of the share. This
work included among other things:

* Management key assumptions regarding valuation of
shares in Tempo ehf. were evaluated and compared to
external and internal data.

» Assumptions regarding projected future growth following
the projected period were evaluated.

* We reviewed the notes in the financial statement and
confirmed that all information required by accounting
policies was included.

39% of equity at year-end 2019.

Share in associate is discussed in note 14 and significant
accounting policies in note 33.

Other information in the annual report

The Board of Directors and CEO are responsible for other information. Other information comprises the annual report,
but does not include the consolidated financial statements and our auditor’'s report thereon. Our opinion on the
consolidated financial statements does not cover other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read other information in
the annual report when it is available and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. The annual report is not available at our reporting date but is expected
to be made available to us prior to its publication.

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

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 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
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless they either intend to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.
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Independent Auditor’s Report, contd.

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 auditor’'s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.

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

e 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.

e 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
Group’s internal control.

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

e Conclude on the appropriateness of the Board and CEO's use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor's report to the related disclosures in the 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 auditor’s report. However, future events or conditions may cause
the Group to cease to continue as a going concern.

e 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.

e Obtain sufficient and 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 and are therefore the key audit matters.
We describe these matters in our auditor’s 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.
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Independent Auditor’s Report, contd.

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 engagement partner on the audit resulting in this independent auditor’s report is Jén Arnar Oskarsson.

Reykjavik, 29 January 2020
KPMG ehf.

Jon Arnar Oskarsson
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Consolidated Statement of Comprehensive Income
for the year 2019

Notes 2019 2018
Sales 0f gOOdS aNd SEIVICES .......ooiiiiiiiiiiiiie e 7 14.845.075 15.716.686
Cost of goods sold and cOSt Of SEIVICES ........cccvveeiiiiieiiiiee e 8 ( 10.999.874) ( 11.543.321)
GrOSS PrOfI oo 3.845.201 4.173.365
OPEratiNg EXPENSES ..vvveeiiiveeeiiereeiteeeestieeestteeesssaeeeassteeeaasseeeassseeesasseeeaanseeessnses 9 ( 3.425.768) ( 3.682.216)
Profit before finance income and finance eXpenses .......ccccccovcveeeviieeeeneen. 419.433 491.149
Effects of the sale of shares in Tempo ehf ..., 0 5.097.947
FINANCE INCOME .....eiiiiiiiee e 476.024 79.545
Finance expenses ( 151.478) ( 113.039)
Net fiNANCE INCOME ......ooiiiiiiiiic s 11 324.546 5.064.453
Share of profit (I0SS) iN @SSOCIALE ........cveiiiiiiiiiiie e 14 8.779 ( 21.522)
Profit DEfOre iNCOME tAX ...uvviiiiieeee s 752.758 5.534.080
[aoTo] 1 1[0 - GO SO PPPPRRPPP 22 74.493) ( 93.610)
Profit fOr tE YEAN ..ocoiiiii e 678.265 5.440.470
Other comprehensive income:
Foreign currency translation difference of foreign operations ..............cccccooueeee. 117.884 6.256
Realized foreign transl. difference from liquidation/sale of subsidiary .............. ( 339.969) ( 26.679)
Total other comprehensive INCOME ........ooiiiiiiiiii e ( 222.085) ( 20.423)
Total comprehensive income for the year .........ccccooiiiiiiiiinniiee 456.180 5.420.047
EBITDAT ..ottt ettt 1.006.261 1.128.412
Breakdown of profit:
Shareholders in parent COMPANY .........oooiiiiiiiiiieeiie e 684.537 5.440.470
MINOTIEY INTEIEST ...eeieiiee e e e e e e e e e s ( 6.272) 0
Profit fOr the YEAI .....eeeiiieiie e 678.265 5.440.470
Breakdown of total comprehensive income:
Shareholders in parent COMPANY ...........eeiiiiiiiiiiiiiie e 462.452 5.420.047
MINOTILY INEEIEST ....eiiiiiiee ettt e et e e ( 6.272) 0
Total comprehensive income for the year ... 456.180 5.420.047
Earnings per share:
BasiC arnings PEI SNAIE ..........oieiiiiiiiiiiie e 19 1,50 11,74
Diluted earnings Per SNAIe ...t 19 1,50 11,65

* EBITDA is profit before finance income and finance expenses less depreciation.
The notes on pages 13 - 44 are an integral part of these consolidated financial statements.
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Consolidated Statement of Financial Position
as at 31 December 2019

Notes 2019 2018

Assets:
Property and EqUIPIMENT ........oooiiiiiiiiie e et e e e e e e e e 12 2.029.410 533.074
INtANGIDIE ASSELS ....eeiiiiiiieee e 13 2.844.893 2.436.871
Deferred iNCOME taX @SSl ....cuuii i 22 18.051 43.426
Investment in associate 14 2.684.027 2.697.564
Securities and long-term receivables...........cooiiiiieiii e 21 161.222 13.023
Non-current assets 7.737.603 5.723.958
101V =T 1 (o] = RSO PPEPR 15 1.321.497 1.646.801
Trade receivables and other receivables ...........cccoccciiiiiiiiie e 16 1.999.686 1.802.366
Cash and cash equivalents 17 825.847 3.175.454
Current assets 4.147.030 6.624.621
Total assets 11.884.633 12.348.579

Equity:
SNAre CAPIAl ....eeeei s 436.105 462.918
Share premium .................... 152.936 821.044
Reserves ........ccccccviiiiinnnn. 2.632.498 2.701.942
Retained earnings 3.568.871 4.175.131
18 6.790.410 8.161.035
MINOKTEY INTEIEST ..eeeeii ettt e e e e et e e e e e e naaeee 26.969 33.241
18 6.817.379 8.194.276

Liabilities:

Non-current loans and DOrrOWINGS ..........coiiiiiiiiiiii e 20 579.439 756.987
Lease lIabilitieS.........eueiieie e 21 1.392.432 0
Non-current liabilities 1.971.871 756.987
Current maturities of lease liabilities ..........cccceeieiiiiiiiii e 21 310.118 0
Current 10ans and DOITOWINGS .......ccoiiiiiiiiiiiiee et 20 60.702 124.054
Trade payables and other payables ... 23 2.724.563 3.273.262
Current liabilities 3.095.383 3.397.316
Total liabilities 5.067.254 4.154.303
Total equity and liabilities 11.884.633 12.348.579

The notes on pages 13 - 44 are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity
for the year 2019

Equity of
shareholders
Share Share Retained in the parent Minority Total
Notes Capital premium Reserves* earnings company interest equity
Year 2018
Equity at 31 December 2017 ......... 458.609  769.670 656.420 1.043.422 2.928.121 0 2.928.121
Effects of adoption of IFRS 15 ..... ( 256.565) ( 256.565) ( 256.565)
Equity at 1 January 2018 ............... 458.609  769.670 656.420 786.857 2.671.556 0 2.671.556
Total comprehensive income ........ (  20.423) 5.440.470 5.420.047 5.420.047
Recognised in restricted reserves . 18 22497 (1 22.497) 0 0
Restricted reserves transferred
at sale ...ooovviien 18 ( 118.380) 118.380 0 0
Change in fair value ...........cccceeuene 14 2.161.828 (2.161.828) 0 0
Accrued cost due to share
purchase agreements .................. 10 13.749 13.749 13.749
Minority interest recognised 0
in consolidated statement ............ 0 33.241 33.241
Sold new shares ........ccccccceveveieene 18 6.563  105.637 112.200 112.200
Acquisition of treasury shares ....... 18 ( 2.254) (_ 54.263) ( 56.517) ( 56.517)
Equity at 31 December 2018 ......... 18  462.918 821.044 2.701.942 4.175.131 8.161.035 33.241 8.194.276
Year 2019
Equity at 31 December 2018 ......... 462.918 821.044 2.701.942 4.175.131 8.161.035 33.241 8.194.276
Effects of adoption of IFRS 16 ..... 4 ( 141.186) ( 141.186) ( 141.186)
Equity at 1 January 2019 ............... 462.918 821.044 2.701.942 4.033.945 8.019.849 33.241 8.053.090
Total comprehensive income ........ ( 222.085) 684.537 462.452 ( 6.272) 456.180
Recognised in restricted reserves . 18 152.641 ( 152.641) 0 0
Accrued cost due to share
purchase agreements .................. 10 3.113 3.113 3.113
Dividends paid .........cccceevvriererens 18 (1.000.083) (1.000.083) (1.000.083)
Sold treasury shares ..........c.ccoeue.... 18 4.253 68.447 72.700 72.700
Acquisition of treasury shares ....... 18 ( 31.066) ( 736.555) (. 767.621) ( 767.621)
Equity at 31 December 2019 ......... 18 436.105 152.936 2.632.498 3.568.871 6.790.410 26.969 6.817.379

Consolidated Financial Statements of Origo hf. 2019 11 Amounts are in ISK thousand



Consolidated Financial Statements of Origo hf. 2019 12 Amounts are in ISK thousand



Consolidated Statement of Cash Flows for the year 2019

Notes 2019 2018
Operating activities:
Profit fOr the YEAr ... 678.265 5.440.470
Adjustments for:
[B]=T o] (=T o =i o] o KU ERT 13 586.828 637.263
NEt fINANCE EXPENSES ...vviiiiiiiiiiieiee et e s e e e e e e e e e e s st a e e e e e e e s anees 11 ( 324.546) ( 5.064.453)
Share of profit (I10SS) Of ASSOCIALE ........ecevriiieiiiiie e 14 ( 8.779) 21.522
INCOME TX woiiiiiiiiii it 22 74.493 93.610
1.006.261 1.128.412
Changes in operating assets and liabilities:
Inventories, decrease (INCIEASE) ......ccuuveiiuieeeiiieeeeieieeeiiee e e et sneeee s eaaeees 389.466 ( 671.482)
Trade receivables and other receivables, (increase) decrease .............ccco..... ( 163.078) ( 32.127)
Trade payables and other payables, (decrease) increase ( 532.586) 869.387
Changes in operating assets and liabilities ( 306.198) 165.778
INtErest INCOME rECEIVEA .......ociiiiiiieiie e 58.055 33.748
INtErest EXPENSES PRI ....oooiiiiii ettt e e e ( 129.332) ( 111.096)
Net cash provided by operating activities 628.786 1.216.842
Investing activities:
Investment in property and eqUIPMENT .......ccccuviiiiiieeiiiie e 12 ( 332.915) ( 230.274)
Proceeds from sale of property and equipment .................. 12 0 13.377
Investment in intangible assets .........ccccceveeiiiiiiiieee e 13 ( 192.626) ( 731.753)
Investment in operating units less cash from merger 6 ( 337.654) ( 130.652)
Share decrease in asSOCIate .........ccoveviveeeiiiiee i e 14 63.574 0
Investment in Tempo ehf. after sale e 14 0 ( 111.240)
Sale of Tempo less cash equivalents at sale ...................... 14 77.578 3.643.330
Securities and long-term receivables, change ...........ccoocceiiiiiiineeee, ( 39) 0

( 722.082) 2.452.788

Financing activities:

ACQUISItION Of treaSUIY SNAIe .........eeiiiiiiiii e 19 ( 767.621) ( 56.517)
SOld trEASUIY SNAIES .....eiiiiiiieiiie e 19 72.700 0
Paid-IN CAPITAL ....eeeeeeiiiiiieii e 19 0 112.200
DIVIAENAS PRI ...eeeiiiiiiiiieie et 20 ( 1.000.083) 0
New 10Ng-term DOMTOWINGS ........uiiiiiiiiiiiei e 20 0 185.785
Repayment of long-term of BOrrowings ........ccccoovviieiiiiie i 20 ( 561.490) ( 1.043.870)

Financing activities ( 2.256.494) ( 802.402)
(Decrease) increase in cash and cash equivalents ..........cccccvciiiiiieciiiieens ( 2.349.790) 2.867.228
Effect of exchange rate fluctuations on cash held .........cccccocevviiiiiiiinn, 183 11.483
Cash and cash equivalents at beginning of the year ..........ccccccoviiiniicnnnen. 3.175.454 296.743
Cash and cash equivalents at the end of the year ........c.cccoeeeiiiiiiiiiicne, 18 825.847 3.175.454

Investment and financing activities less payment effect
INVeStMENt iN SUDSIIANY .....coouiiiiiiiiieiec e 100.000) 0
Other reCeIVaDIES ... 100.000 0

—~

The notes on pages 13 - 44 are an integral part of these consolidated financial statements.
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Notes

1. Reporting entity
Origo hf. (the “Company”) is an Icelandic limited liability company. The address of the Company’s main office is
Borgartin 37, Reykjavik. The consolidated financial statements of the Company as at and for the year ended 31
December 2019 comprise the Company and its subsidiaries, together referred to as the “Group” and individually
as “Group entities”.

The Company’s aim is to provide to its customers complete solutions in the fields of information technology with
software development and by providing hardware, software, office equipment, technical advice and related
services.

2. Basis of preparation

a. Statement of compliance
The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the EU. The consolidated financial statements also comply with the Icelandic
Financial Statements Act and regulation on presentation and content of financial statements and consolidated
financial statements. Summary of significant accounting policies is presented in note 34.

The financial statements were approved by the Board of Directors on 29 January 2020.

b. Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis except for forward
contracts, which are measured at fair value. The methods used to measure fair values are discussed further in
note 3.

c. Functional and presentation currency
These consolidated financial statements are presented in Icelandic kréna (ISK), which is the Company’s
functional currency. All financial information presented has been rounded to the nearest thousand.

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

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates are revised and in any future periods affected.

Information about significant areas of estimation where uncertainty in applying accounting policies has the most
significant effect on the amounts recognised in the financial statements is included in note 13 on measurement of
the recoverable amounts of cash generating units containing goodwill.

The determination of fair value is based on presumptions which are dependent on the judgement of management
on development of various factors regarding future events. Actual results of sale of assets and settlement
payments of debt can be different from this estimation.

3. Determination of fair values
A number of the Group’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. Fair values have been determined for measurement and / or
disclosure purposes based on the following methods. When applicable, further information about the assumptions
made in determining fair values is disclosed in the notes specific to that asset or liability.

Property and equipment and intangible assets which are taken over at merger are recognised at fair value at the
date of acquisition.

The fair value of forward contracts is recognised through profit or loss and is evaluated at a price provided by a
broker.
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Notes, contd.:

3. Determination of fair values

Fair value of financial liabilities, which is determined for disclosure purposes, is calculated based on the present
value of future principal and interest cash flows, taking into account the market rate of interest at the reporting
date.

Fair value at initial recognition of shares in the associate Tempo ehf. is determined by sale price less premium
due to control of comparable business transactions.

4. New financial reporting standards
IFRS 16 Leases
The Group has applied IFRS 16 for the financial year commencing 1 January 2019. Other international reporting
standards effective as of 1 January 2019 do not have material effect on the Group's financial statements.

IFRS 16 implements one accounting model in relation to recognision of leases in lessee's statement of financial
position. The Group applied IFRS 16 using the modified retrospective approach, under which the cumulative
effect of initial application is recognised in retained earnings at 1 January 2019. The Group's equity decreased by
ISK 141 million due to the application. Accordingly, the comparative information presented for 2018 is not
restated — i.e. it is presented, as previously reported, under IAS 17 and related interpretations. The details of the
changes in accounting policies are disclosed below.

Definition of a lease

Previously, the Group determined at contract inception whether an arrangement was or contained a lease under
IFRIC 4 Determining whether an Arrangement contains a Lease. The Group now assesses whether a contract is
or contains a lease based on the definition of a lease. According to IFRS 16 an arrangement is a lease or
contains a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

On transition to IFRS 16, the Group elected to apply the practical expedient to grandfather the assessment of
which transactions are leases. The Group applied IFRS 16 only to contracts that were previously identified as
leases. Contracts that were not identified as leases under IAS 17 and IFRIC 4 were not reassessed for whether
there is a lease under IFRS 16. Therefore, the definition of a lease under IFRS 16 was applied only to contracts
entered into or changed on or after 1 January 2019.

Leases where the Group is a lessee
The Group recognises assets and liabilities due to leases on office premises and warehouses. The right-of-use is
recognised as property and equipment and lease liability is recognised as a separate item on the balance sheet.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, and subsequently at cost less accumulated depreciation and impairment and
adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as
the discount rate.
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4. New financial reporting standards, contd.
The lease liability is increased due to interest payments and decreased due to lease payments. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is a change in
the Group’s estimate of the amount expected to be payable under a residual value guarantee, if the Group
changes its assessment of whether it will exercise a purchase, extension or termination option or if there is a
revised in-substance fixed lease payment.

The Group has exercised judgment in determining lease periods of some leases where the Group is a lessee and
the contracts contain extension options. Assessment of whether the Group is reasonably certain that it will
exercise extension options affects the lease period, which significantly effects the amount of recognised lease
liabilities and assets.

On transition to IFRS 16, lease liabilities which were classified as finance leases under IAS 17 are measured at
the present value of the lease payments that are not paid at the commencement date, discounted using the
Group's incremental borrowing rate as at 1 January 2019. Right-of-use assets are measured at their carrying
amount as if IFRS 16 had been applied since the commencment date, discounted using the lessee's incremental
borrowing rate at the date of initial application.

Leases where the Group is a lessor
Transition to IFRS 16 has no significant effect on leases where the Group is a lessor except for a recognition of
lease receivables due to sublease of property. The Group has recognised these leases as operating leases.

Effect of transition

If the standard had not been implemented on 1 January 2019 the effect would have been that EBITDA for the
year would have been ISK 316 million lower and profit for the year ISK 3 million lower. Effect on the 2019 income
statement is specified as follows:

Effects of new For IFRS 16
Income statement 2019 standard 2019
Sales of go0ds and SEIVICES ........ccoviiuiiiiiieeiiiiiieeee e 14.845.075 0 14.845.075
Cost of goods sold and cost of Services ..........cccccovvvverncierennne. ( 10.999.874) 0 ( 10.999.874)
GroSS Profiti.eeee i 3.845.201 0 3.845.201
Operating EXPENSES ......ccviieiiriieririee e ( 3.425.768) ( 65.989) ( 3.491.757)
Profit before finance income and finance expenses ............. 419.433 ( 65.989) 353.444
Net finance inComMe .........ccccoviniieeneenn. 324.546 62.616 387.162
Share of profit (loss) in associate 8.779 0 8.779
Profit before iNCoOmMe tax.......cceeeeviieiiiiiiii e 752.758 ( 3.373) 749.385
INCOME 8X ..vvviiiiie s ( 74.493) 675 ( 73.818)
Profit fOr the Year ... 678.265 ( 2.698) 675.567
EBITDA ettt ettt 1.006.261 ( 316.277) 689.984
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4. New financial reporting standards, contd.
Effect of transition
Right-of-use assets are recognised among property and equipment, but these are leases on office premises and
warehouses. Effect of transition to the standard on the Group's statement of financial position is specified as
follows:

Effect of transition 1 January 2019
Effect of new

Consolidated Statement of Financial Position 31.12.2018 standard 1.1.2019
Property and equUiPMeNt ..........ccceveiiiireiiiiee e 533.074 1.099.720 1.632.794
Deferred iNCOME taX @SSt .......uvviiiiiiiiiiiieeiiee e 43.426 35.296 78.722
Securities and long-term receivables ...........cccccviiiieniiee e, 13.023 172.934 185.957
Other NON-CUITENT ASSELS ....covvieeiiiiieiieee e 5.134.435 0 5.134.435
Non-current assets 5.723.958 1.307.950 7.031.908

INVENTOTIES ..eeiieiiiiie ettt et aee e e snaeee e 1.646.801 0 1.646.801
Trade receivables and other receivables ............ccccooeeevinirnnne 1.802.366 29.259 1.831.625
Cash and cash equivalents ...........cccceivieeeeiiie e, 3.175.454 0 3.175.454
Current assets 6.624.621 29.259 6.653.880

Total assets 12.348.579 1.337.209 13.685.788

EQUILY e e 8.194.276 ( 141.186) 8.053.090
Non-current loans and DOIrOWINGS .........coccvveeriieeeiiieeeiieee s 756.987 0 756.987
Lease liability .........cooooiiiiiiii e 0 1.011.211 1.011.211
Non-current liabilities 756.987 1.011.211 1.768.198

Current maturities of lease liabilities .............cccceviiiiiiiniienn 0 467.184 467.184
Current loans and bOrrowiNgs .........ccoooviiiieiieniniiieieeee e 124.054 0 124.054
Trade payables and other payables ..........cccccovviiiiiieeiniieenne 3.273.262 0 3.273.262
Current liabilities 3.397.316 467.184 3.864.500

Total liabilities 4.154.303 1.478.395 5.632.698

Total equity and liabilities 12.348.579 1.337.209 13.685.788

Recording lease liabilities due to leases which were classified as operating leases the Group discounted the
lease payments using incremental borrowing rate as at 1 January 2019. Weighted average interest rate is 4.5%.

1 January 2019
Liabilities due to operating leases 31 December 2018

according to IAS 17 in the Group's financial StatemMents ... 1.773.633
Discounted by using incremental borrowing rate at 1 January 2019 .........ccccooviiiiiieeennieeesiee e 1.478.395

Consolidated Financial Statements of Origo hf. 2019 16 Amounts are in ISK thousand



Notes, contd.:

5. Segment reporting
Business segments
The Group comprises the following three main business segments which sell goods and services in different
markets:
End-User solutions and related services
e Business solutions and infrastructure
Software solutions and related services

End-User Software
solutions and Business solutions and
related solutions and related
2019 services infrastucture services Total
Sales of goods and Services ..........cccocveeeviineenne 5.568.050 4.606.672 4.670.353 14.845.075
Segment results (EBITDA) .....cccccveviieeeiniieenne ( 37.794) 275.438 768.617 1.006.261
Depreciation ...........ccvveeiiieeeniieee e ( 92.580) ( 298.702) ( 195.546) ( 586.828)
Finance expenses ...........cccoociiiiriiniecieccee ( 15.423)
Share of profit (loss) of associates ................... 8.779
Income tax............. ( 74.493)
Profit for the year 338.296
Foreign currency translation
differences of foreign operations ................... 117.884
Total comprehensive income for the year .......... 456.180
2018
Sales of goods and ServiCes .........ccoccuvveeeeeennnnne 4.693.410 4.762.163 6.261.113 15.716.686
Segment results (EBITDA) .....coccocveviieeeiiiieennns 56.297 285.840 786.275 1.128.412
DePreciation ........ccceevcveerreenieerreesee e ( 27.757) ( 163.948) ( 445.558) ( 637.263)
Effects of the sale of Tempo ehf. ..........c.cceee 5.097.947
FiNance eXPEeNSES .........ccceeviieeeiiiieeeiiiee e ( 33.494)
Share of profit (loss) of associates ................... ( 21.522)
INCOME TAX ..uvvviieeieeiciiiiee e ( 93.610)
Profit for the year .........occccvviieiii e 5.440.470
Foreign currency translation
differences of foreign operations ................... (20.423)
Total comprehensive income for the year .......... 5.420.047
The Group's assets are not distinguishable to segments.
Geographical division - revenue
2019 2018
ICEIANG . 13.570.508 12.713.896
OB COUNTIIES ...eiiiiiiie ettt et e e ettt e e e e s e bbb e e e e e e s anebreeeaeeeaannes 1.274.567 3.002.790
TOLAI INCOME .ottt e e b e 14.845.075 15.716.686
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6. Merger of operating units
In Q3 the Company invested in two companies (Strikamerki ehf. and Bus Travel IT ehf.) and one operating unit
(Tolvutek). In accordance with International Financial Reporting Standard IFRS 3 Business Combinations, the
purchase price was distributed to identifiable assets and liabilities.

Effect of mergers of operating units is specified as follows:

Acquired
SOTIWEAIE ...ttt skttt e et e ket e et e et as 95.922
Property and QUIPIMENT ......coiiiiiiiiiiee ittt e e st e e et e e s nb e e e e b e e e e anne e e e nnnes 19.419
10V =T ] (o] (=T P U P TSP PP PTPPTPPPOPRPP 63.695
Trade receivables and other reCeIVADIES ............oiiiiiiii e 34.960
Cash and cash QUIVAIENES .........couiiiiiiii ettt e et e e st e e eneeeeaneeeas 92.933
ACQUITEA BSSEES .eeiiiiiieiitit ettt ettt e ettt e et e s bt e e ek bt e e e bt et e e bt e e e e ab e e e e anbn e e e nane e e e nnree s 306.929
Trade payables and Other PAYADIES .........ccuuiiiiiiiie e 39.730
Yoo |1 =To I 1= LT ) = PRSPPI 39.730
Total net identifiable ASSELS .........ooiiii e 267.199
Purchase price paid With CASH ........cceiiiiiii e e 430.588
UNPAIA PUICNASE PFICE ..eiieiiieiiiiee ettt ettt et e e et e e st et e e s e e e et e e e snn e e e s nneeas 100.000
TOtAl PUICNASE PIICE ittt ettt e e sttt e e s at e e e ettt e e e st e e e anteeeennbeeeeanneeeenns 530.588
[€ToTo Lo 111 o T o B Tote [U 1S 1 To] o H P PP PUT PP PRSPPI 263.389
Effect on the Group's statement of comprehensive income is specified as follows: 2019
Operation revenues 624.779
Operation expenses .... ( 651.999)
Operation loss ............. ( 27.220)
Net finance income 24.446
LOSS fOr tNE YEAI ...t ( 2.774)

7. Sales of goods and services
Sales of goods and services are specified as follows: 2019 2018
SAIES OF GOOUS ...t 8.487.037 9.280.959
SAIES OF SEIVICES ...eeiiiiiiiei ettt e e e e e e e e 6.358.038 6.435.727
Total sales of gOOAS aNd SEIVICES .......cccueieiiiiiieiiiiie et 14.845.075 15.716.686
8. Product use and cost of sale

Product use and cost of sale is specified as follows:
Purchase of PrOAUCES ..........eiiiiiiiiiei e e e e 6.409.053 6.497.333
Salaries and salary related expenses ... 4.309.402 4.473.776
Depreciation ........cccccovevieeeeeeniniiieeeeenn 281.419 572.211
Product use and COSt Of SAIE ..........cocuiiiiiiiiiiii e 10.999.874 11.543.321
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9. Operating expenses
Operating expenses are specified as follows:

Salaries and salary related EXPENSES ........cooviiiiiiiieiiee e 2.092.434 1.983.511
Operation Of PrOPEITIES ........coiiiiiiiee e e e e e 73.960 416.665
Sales and marketing expenses ............ 208.661 299.243
Depreciation .........ccccoevvvvveveeeeeiiiiiieeeen, 305.409 65.052
Other employee related expenses .... 155.937 212.227
TravelliNg EXPENSES .....coiviiiiiiiiie ittt 69.871 99.373
Contracted advisSe and SEIVICES .......ccoiiiiiiiiiieeiiee et 124.321 186.951
Other operating expenses 395.175 419.195
Total operating expenses 3.425.768 3.682.216
10. Salaries and salary-related expenses
Salaries and salary-related expenses are specified as follows: 2019 2018
SAIAMES .. 5.569.551 5.866.167
Contributions to defined contribution plans 601.664 633.707
Other salary-related EXPENSES ........c.eirviiiriiiiieiee et 448.588 472.478
Total salaries and salary-related EXPENSES ........coccvveiiiieeiiiiiiee e 6.619.803 6.972.352
Reimbursed development costs, tax benefits (RanNis) .........ccccocvveviriiiiicnnnnns ( 92.682) ( 80.768)
Salaries and salary-related expenses capitalised as development costs ............ ( 125.285) ( 434.297)
Salaries and salary-related expenses in statement of comprehensive income .... 6.401.836 6.457.287
Average number of EMPIOYEES .....cooiiiiiiiii e 519 567
Positions at the end of the YEar ..o 532 495

Salaries and salary-related expenses are allocated in the statement of comprehensive income as follows:

Cost of goods and cost Of SOIA SEIVICES .......ccccuviiiiiiieiiiiieee e 4.309.402 4.473.776
OPEIratiNg EXPENSES .....eeiiiiieeiiiiittt et e ettt e e e e et e e e e e s bbb et e e e e e s anbbeeeeeeeaannraeeeas 2.092.434 1.983.511
Total salaries and salary-related EXPENSES ........coccvvveiiiiieiiiiie e 6.401.836 6.457.287

In accordance with resolution of the Annual General Meeting on 4 March 2016, a share purchase scheme was
finalised which applies to all full-time employees of the Company. In the year 2019, ISK 3 million were expensed
in the statement of comprehensive income due to the share purchase agreements. The purchase scheme expired
in 2019 but the share purchase rate according to it was 17.095 per share.

Fair value of share purchase agreements is estimated by using the Black-Scholes method. The estimation takes
into account exchange rate of shares at the valuation date, share purchase rate, expected fluctuation, duration of
the agreements, expected dividend payments and risk free interests.
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11. Finance income and finance expenses

Finance income is specified as follows: 2019 2018
The effect of sale of Tempo ehf., see Note 5 ... 0 5.097.947
Interest income on receivables and 10Ng-term NOES .........ccovcvvirriieeeriieee e 58.055 33.748
Change in commitment due to investments 58.000 0
Realized foreign translation difference from liquidation of subsidiary .................. 339.969 0
FOreign eXChange gaiN .........ocueeeeiiiiie et e e s naeeean 0 45.797
Other financial INCOME .......oiiiiii e 20.000 0
Total fINANCE INCOME ..ottt e 476.024 79.545
Finance expenses are specified as follows:

Lease iNTEreSt EXPENSES ......ociiiiieiiiiee ettt e st nie e e ( 71.034) 0
INEEIESE EXPENSES ... e ( 58.298) ( 113.039)
Exchange loss .................. ( 22.146) 0
Total finance expenses ( 151.478) ( 113.039)
Total net finance INCOME (EXPENSES) ....iiiiuueieeiiiieeiiiieeeieeesieee et eesieee e neaeeeeaes 324.546 5.064.453

* In the year 2019 the subsidiary Nyherji A/S was liquidated and thus accumulated foreign translation difference is
recognised among retained earnings through finance expenses. There has been no operation in Denmark in the
last years.

12. Property and equipment
Property and equipment and their depreciation is specified as follows:

Tools,
Leased equipment

properies Properties and interiors Total
Cost
Balance at 1.1.2018 .........cccceivineeeiiiiieenee e 0 28.348 2.926.986 2.955.334
Additions during the year ..........cccccoovvveeenineennne 0 0 230.274 230.274
DiSPOSAIS .....eveieiiiiee et 0 0 ( 31.967) ( 31.967)
Effects of the sale of Tempo ehf. ..........c.cceee 0 0 ( 41.689) ( 41.689)
Effect of changes in foreign exchange rates ...... 0 0 4.474 4.474
Balance at 31.12.2018 .......ccccovvvveeeiiiiieeiieee e 0 28.348 3.088.078 3.116.426
Effect of transition to IFRS 16 ...........ccccoeuvieee. 1.099.720 0 0 1.099.720
Additions during the year ................ 466.302 0 332.915 799.217
Acquisition of operating units 0 0 19.419 19.419
Remeasured due to acquisition of operating units ...... 0 0 20.000 20.000
Reclassified .........ccoooiiiiiii, 0 0 ( 10.965) ( 10.965)
Effect of remeasurement of lease liabilities ....... 32.254 0 0 32.254
Effect of changes in foreign exchange rates ...... ( 458) 0 ( 10) ( 468)
Balance at 31.12.2019 .......cccevvvieeeiniiieeiieeee 1.597.818 28.348 3.449.437 5.075.603
Depreciation and impairment losses
Balance at 1.1.2018 ........ccceeeeieeiiiiiieeee e 0 7.065 2.358.148 2.365.213
Depreciation 0 378 245.835 246.213
Disposals ............... 0 0 ( 18.590) (18.590)
Effect of sale of Tempo ehf. ...........ccceviiinnnn. 0 0 ( 9.484) ( 9.484)
Balance at 31.12.2018 .......c.c.cocovveiirieenneee e 0 7.443 2.575.909 2.583.352
Depreciation ...........cceeeviieeeiiieeeiiee e 250.288 378 212.178 462.844
Effect of changes in foreign exchange rates ...... ) 0 0 ( 3) ( 3)
Balance at 31.12.2019 .......cccccovveveiiniienneee 250.288 7.821 2.788.084 3.046.193
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12.

13.

Property and equipment, contd.:

Tools,

Leased equipment
properies Properties and interiors Total

Carrying amounts

At 1.1.2018 ..ottt 0 21.283 568.838 590.121
At 31.12.2018 ... 0 20.905 512.169 533.074
At 31.12.2019 ...oiiiiiiiiiiiiiiiiiiieee et 1.347.530 20.527 661.353 2.029.410

Depreciation ratios ..........cccueveiieeiiiiiiiieie e erieee e 1,3% 15 - 25%

Insurance value and valuation of assets
Insurance value, official tax valuation and carrying amounts of buildings and land at year-end 2019 were as

2019 2018
Insurance value of BUIAINGS ......oooiiiiiiiiii e 51.688 47.890
Official tax valuation of buildings and land ............cccoccceeriii i 21.040 19.770
Carrying amount of buildings and [and ............cccocveieiiiiie i 20.527 20.905
Insurance value of inventory, tools, equipment and INteriors ............ccccceevvveeenne 2.258.001 2.214.589

Mortgages and guarantees
There are no mortgages and guarantees on remaining debt against the Group’s assets at year-end 2018 and
2019.

Intangible assets
Intangible assets, amortisation and impairment losses are specified as follows:

Total
intangible
Goodwill Software assets
Cost

Balance at 1.1.2018 ........ccccceiiiiieeiiiie e 1.985.610 2.062.366 4.047.976
Taken over at acquisition of operating units ............cccoeevvveenne 0 115.184 115.184
Investment in internal software development .............ccccoooennee. 0 440.165 440.165
Additions during the Year ..........cccccevviiiiiiiiienieee e 0 291.588 291.588
Effects of the sale of Tempo ehf. .......ccccoiiiiii (277.360) (2.124.652) ( 2.402.012)
Effect of changes in foreign exchange rates ...........c.ccccoeunneeee. 45.925 200.116 246.041
Balance at 31.12.2018 .......ccccoviiiiiiiiii e 1.754.175 984.767 2.738.942
Taken over at acquisition of operating units ............ccceevvveenee. 263.389 95.922 359.311
Investment in internal SOftware ..........c.cccoeveveiiiee e 0 125.285 125.285
Additions during the Year ..........ccccceoviiieiiiieniieee e 0 67.341 67.341
RECIASSIfIEd .....oiiiiiiieiieee e 0 (20.565) ( 20.565)
Effect of changes in foreign exchange rates .............ccccoeuvneeee. 634 0 634
Balance at 31.12.2019 ......cccceiiiiiiiiiii e 2.018.198 1.252.750 3.270.948

Amortisation and impairment losses
Balance at 1.1.2018 137.481 827.312 964.793
Amortisation 0 391.050 391.050
Effects of the sale of Tempo ehf. .....ccccooiiiiiiiiie 0 ( 1.113.498) (1.113.498)
Effect of changes in foreign exchange rates ............cccccevvveeenne 0 59.726 59.726
Balance at 31.12.2018 ......c.ceeiiiiieeiiiieeiiiee e 137.481 164.590 302.071
AMOItISALION ...eeiiiiiiiieie e 0 123.984 123.984
Balance at 31.12.2019 ......cceeeiiiiiieiiiie e 137.481 288.574 426.055
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13. Intangible assets, contd.

Total
intangible
Goodwill Software assets

Carrying amounts
ALL L2018 e 1.848.129 1.235.054 3.083.183
AL 3L.12.2018 ..o eneee 1.616.694 820.177 2.436.871
AL 31.12.2009 ..o 1.880.717 964.176 2.844.893

Depreciation Fatios ..........ovveeeeiiieee e sieee e seeee e 10 - 25%

A part of Origo hf.'s operations is developing and selling software. In accordance with international financial
reporting standards ISK 125 million were capitalised due to development of own software and in addition the
Company invested in other software for ISK 163 million during the year. When estimating the values of
development costs, costs are measured from the day a project fulfils all requirements for capitalisation.

Intangible assets developed within the Group are recognised at historical costs less the accumulated depreciation
as if a purchased asset. The carrying amount of intangible assets is reviewed at each reporting date in order to
estimate possible impairment. If there is a possible impairment the recoverable amount of the asset is revalued.
Impairment tests for goodwill are conducted at least annually.

Depreciation and amortisation are specified as follows in the statement of comprehensive income:

2019 2018
Depreciation of property and equipment, note 12 462.844 246.213
Amortisation of intangible assets ..........ccccccevviiieenns 123.984 391.050
Total depreciation and amortisation in statement of comprehensive income ...... 586.828 637.263
Depreciation and amortisation are allocated to line items as follows:
Cost of goods and cost of sold services 281.419 572.211
Operating EXPENSES .....covvvieriieeeiriiire et e e 305.409 65.052
Total depreciation and amortiSAtION ............ccueeiiieiiiiiiiiii e 586.828 637.263
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13. Intangible assets, contd.
Impairment test
At year-end 2019, the Company's goodwill was tested for impairment. Goodwill arising upon acquisition has been
divided between the relevant subsidiaries, which are defined as the smallest separable cash generating units by
the Group's management. The parent company and the subsidiaries merged in 2017 creating one cash
generating unit.

The aggregate carrying amount of goodwill allocated to each cash generating unit is as follows:

2019 2018
G00ds and related SEIVICES .......coiuiiiiiiiiee et 1.662.913 1.399.524
Software, related services and CONSUIANCY .........coooveeeiiiiieeiiiiee e 217.804 217.170
Total GOOUAWIIl ... e 1.880.717 1.616.694

The recoverable amounts for cash generating units are based on their value in use. Value in use is determined by
discounting the future cash flows generated from the continuing use of the units. Cash flows were projected
based on actual operating results and a 5-year business plan, and after the projected period a constant future
growth rate is presumed in calculating residual value. The main presumptions are growth in income, EBIDTA
ratio, future investments and growth rate after the 5 year projection period. WACC is taken into account in
estimating present value. WACC is based on each cash generating unit where external and internal data is relied
upon. The same methodology is used as in prior year.

Operating plans are reviewed and approved by the Company's Board of Directors. According to the results of the
tests at year-end 2019, goodwill has not been impaired.

In evaluating value in use management relies on projections on future development in the field of information

technology, based on both internal and external data. Last years' experience is taken into account. Following are
the key assumptions for evaluation of value in use:

Goods, software, Software,

related services related services

and consultancy and consultancy

Assumptions at year end 2019: - domestic - abroad
FULUIE groWEN FALE ..o 4,9% 3,0%
Revenue growth rate:

Weighted average 2020 ..........oooeeeieeieiiiiiiiee et e e et e e e e e 7,4% 15,9%

2021 - 2024 ..o 5.0-5.3% 4.0 -4.5%
WWACKC .ttt b et 8,1% 5,8%
[B1=] o) Q1)Y= = Vo [ U PUP PO PPRRPN 9,0% 9,0%
TR L =] (T A =1 (PPN 5,3% 2,9%

Assumptions at year end 2018:

FULUIE grOWEN FALE ..o e e e e e e e e e sneane s 5,0% 3,5%
Revenue growth rate:
Weighted average 2019 ........ocuiiiiiiiieiiiiee et 7,6% 9,0%
2020 = 2023 ..oeeeeeeeeeurereeere e —————————————————————————————————————————ttttttta ettt aaaaaaaaaaas 5.0-5.3% 4.0 -5.0%
WACKC ... . 10,2% 7,4%
Debt leverage . 13,0% 14,0%
[0) (=] (=TS A = L (TSR 7,0% 3,3%

Realistic changes in key assumptions would not have led to impairment at year-end 2019 and 2018.

Notes, contd.:
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14. Sharein associate
On 19 November 2018 the Company sold 55% share in Tempo ehf. to Diversis Capital, an investment company
in Los Angeles which specialises in investments in software and technology companies. Tempo ehf. is thus a part
of the Origo Group until 19 November 2018. Sales price amounted to ISK 3,643 million net of selling costs. Total
effect on Origo hf.'s performance in the 2018 statement of comprehensive income amounted to ISK 5,104 million.

At the sale the 45% share in Tempo ehf. was remeasured at fair value and subsequently according to equity
method. The share is classifeid as a share in associate.

Share in associate is specified as follows:

2019 2019
BOOK ValUuE 1.1, .ot 2.697.564 0
Share in Tempo ehf. recognised as associate ........... 0 526.578
Assesment change of share following sale .............cccocoiiiiiiiiiicii e 0 2.071.534
Capital investment in Tempo ehf. ... 0 111.240
Share capital decrease at Tempo ehf. ........ccccocooiiiiiiii ( 63.574) 0
Share in profit/loss 0f @SSOCIALE .........coeiiiiiiiiiiiee e ( 68.799) ( 21.522)
Translation diffErENCE ........ooueiiii e 118.836 9.734
BOOK VAIUE 30.12. ...ciiiiiiiiiiiieiie ettt et 2.684.027 2.697.564
Share in associate is divided as follows:
Share in Tempo ehf.'S @QUILY .......cccooiiiiiiiiiie e 424.163 492.893
GOOAWIIl .ottt ettt et e bbb b e 1.407.650 1.367.808
Other iNtanNgIbIE @SSELS .......coiiiiiiiiiiieei s 852.214 836.863
SNArE IN ASSOCIALE ....eouiiiiiiieie e 2.684.027 2.697.564
Effects on statement of comprehensive income are specified as follows:
Share in profit/loSs 0f ASSOCIALE .......coccviiiiiiii e ( 68.799) ( 21.522)
Settlement of sale of Tempo ehf. - profit of sale ............cococeiviiiiiiici e, 77.578 0
Share in profit/loss of associate according to financial statements ...................... 8.779 ( 21.522)

15. Inventories

Inventories at year-end are specified as follows: 2019 2018
Inventories in warehouse and ShOPS ..........oooiiiiiiiiii e 1.239.765 1.549.599
SPATE PANS ...ooiiiiiiiiiiiiii 51.942 69.145
WOTK iN PrOGIESS ...evieieiiiiiiiieiiee et 167.068 172.369
Allowances for impairments ( 137.278) ( 144.312)
TOUAl INVENTOTIES ..ottt e e e 1.321.497 1.646.801

Work in progress consists of cost of service projects accrued at year-end.
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Notes, contd.:

16.

17.

18.
0]

(i)

(iii)

Trade receivables and other receivables
Trade receivables and other receivables are specified as follows:

Trade reCEIVADIES ........ueiiei e e e eaaas 1.806.545 1.721.354
Allowance for iMPaINMENTS .........oceiiiiiiiiii e ( 28.400) ( 41.400)
Other rECRIVADIES ...t e e 221.541 122.412
Total trade receivables and other receivables .........ccccccccvvviiiiiiiiiiie 1.999.686 1.802.366

The Group's exposure to credit and currency risks and impairment losses related to trade receivables and other
receivables is disclosed in notes 25 and 27.

Trade receivables and inventories amounting to ISK 640 million (2018: ISK 670 million) are pledged for loans to
the Company.

Cash and cash equivalents
Cash and cash equivalents are specified as follows:

DeMEaN UEPOSILS ...eeeiiiiiiiiiiie ittt e 820.238 3.166.915
Cash e 5.609 8.539
Cash and cash equivalents 825.847 3.175.454

Equity

Share capital

The Company's share capital according to its Articles of Association amounts to ISK 459 million. Each share has
the nominal value of one ISK. One vote is attached to each share in the Company. The Company holds treasury
shares in the nominal value of ISK 24 million, recognised as decrease in equity.

The Company acquired 31.1 million share at ISK 768 million in the year 2019 in accordance with the Company's
repurchase scheme.

Share premium

Share premium represents excess of payments above nominal value that shareholders have paid for shares sold
by the Company. According to the Icelandic Act on Limited Liability Companies, 25% of the nominal share capital
must be held in reserve which may not be paid out as dividend to shareholders.

According to law, share premium of paid in share capital can be offset against accumulated deficit.

Reserves
Reserves consist of translation differences of subsidiaries and restricted share reserve at year end.

Restricted share reserve contain share in aggregate profit of subsidiaries and associates which are in excess of
paid dividend from these entities at the reporting date.

Reserves are specified as follows: Restricted

Restricted equity due to

Translation share development
reserve reserve costs Total
Balance at 1.1.2018 ........cccccverimeeeiiieee e 412.781 243.639 0 656.420
Changes during the year .........cccocccevviiveeiineenn. ( 20.423) 2.065.945 0 2.045.522
Balance at 31.12.2018 .........cccocveveiinieeineee e 392.358 2.309.584 0 2.701.942
Changes during the year .........cccocccvevviieciineenn. ( 222.085) 27.356 125.285 ( 69.444)
Balance at 31.12.2019 .......cccccovveveiiniienneee 170.273 2.336.940 125.285 2.632.498

Notes, contd.:
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18. Equity, contd.:

(iv) Retained earnings
Retained earnings consist of the Group's retained profit and accumulated deficit from the establishment of the
parent company, less dividend payments and transfers to and from other equity items.

(v) Capital management
The Board of Directors has established an equity management policy to ensure a strong equity position and
support stable future operating development. The Board's aim is that, as a rule, 20-40% of the profit for each year
be paid as dividend to shareholders. The Board's long-term objective is that the Group's equity ratio will not be
lower than 40.0%. The Company's equity ratio was 57.4% at year-end 2019 compared to 66.1% at year-end
2018. Capital management takes into account the carrying amount of equity.

The Annual General Meeting on 7 March 2019 resolved to authorise the Board of Directors to purchase up to
10% of the nominal value of the shares in the Company, cf. Chapter VIII of Act No. 2/1995 on Limited Liability
Companies. The purchase rate shall be based on the last registered rate at Nasdaq OMX Iceland hf. before the
agreement is concluded. The authorisation is valid for 18 months. With the approval of this motion a previous
similar authorisation expired, which was approved at the Company's Annual General Meeting on 2 March 2018.

No amendments were made to the Group's capital management policy in the year.
The Company and its subsidiaries are not required to meet with external rules on minimum equity balance.
(vi) Dividend

In the year 2019 a dividend was paid to shareholders amounting to ISK 1,000 million (2018: no dividend). The
Company's Board of Directors proposes dividend of ISK 180 million will be paid to shareholders in the year 2020.
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Notes, contd.:

19. Earnings per share
Earnings per share is based on the profit attributable to shareholders of the parent company and weighted
average number of shares outstanding during the year and reflects the earnings per each share of ISK one.
Diluted earnings per share is based on the profit attributable to shareholders of the parent company and weighted
average number of shares outstanding during the year after adjustment for the effects of the dilutive potential
shares of share options of the Company’s employees.

2019 2018
Profit attributable to the shareholders of the parent company ............ccccceevieeenne 678.265 5.440.470
Shares at the beginning of the year ..........cccooiiii e 462.918 458.609
Effects of ISSUEA SNAreS .......c.oviiiiiee e 3.146 4.922
Effects of acquisition of treasury SNares ..........cccccovveriiiiienie e ( 15.073) 0
Weighted average of outstanding shares inthe year ............c.cccccoooiiiiiiinins 450.991 463.531
Effect of share purchase agree€ments ...........ccoceeiiieiiieiiieniees e 0 3.346
Weighted average number of outstanding shares prior to diluted earnings ......... 450.991 466.877
Earnings Per SNare ... 1,50 11,74
Diluted €arnings PEr SAre ..........ccoi it 1,50 11,65

20. Loans and borrowings
This note provides information on 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 notes 24 to 28.

Non-current loans and borrowings are specified as follows: 2019 2018
LOANS @Nd DOITOWINGS ...cooiiiiiiiiiiiee et 640.141 881.041
Current maturities of non-current liabilities ...........cccccovveiiiiiiiiii e, ( 60.702) ( 124.054)
Total non-current loans and DOITOWINGS .......c.evviiiiiiiiiiiic e 579.439 756.987

Loans and borrowings at year-end are specified as follows by currencies:

2019 2018

Final Average Carrying Average Carrying

maturity  interest rate amount interest rate amount

Loans in ISK, unindexed .............. 2030 4,9% 241.191 6,0% 263.628
Loans in SEK .... 2030 3,6% 221.974 3,4% 241.917
Loans in EUR 2030 3,4% 139.497 3,5% 149.552
Loans in DKK .......ccccvvvvvvvvvnennnnnnn, 2021 3,4% 36.017 2,8% 224.409
LoansinUSD ...........cceeeeeeieeeen, 2030 5,5% 1.462 6,0% 1.535
Total loans and borrowings ......... 640.141 881.041
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Notes, contd.:

20. Loans and borrowings, contd.

Non-current loans and borrowings are payable in the following years as follows: 2019 2018
T U0 L L RO RR 0 124.054
YEAI 2020 ...ttt ettt ettt e et e e e b e e e nres 60.702 122.519
T U0 2 RSSO RR 59.239 122.519
YEAI 2022 ...ttt ettt e bt e e ae e ares 59.239 60.591
T U0 72 T RSP RR 59.239 60.591
YEAI 2024 ...ttt et e et e e e nae e e e nnres 59.239 60.591
Later PAYMENTS .. ...t e e e 342.483 330.176
L1 12 LTSRS 640.141 881.041

Interest bearing debt changed as follows in the year:

Interest bearing 10aNS 1 JANUATY .........cooiiiiiiiiiiiee e 881.041 1.749.351
Unpaid purchase price reclassified 0 ( 165.113)
NEW DOITOWINGS ...eeiiiiiieeeee et e e e e e 0 185.785
REPAYIMENTS ...ttt e et e et e e sbreeenaee ( 245.213) ( 1.043.870)

Foreign exchange difference ................ 4.313 154.888

Interest bearing loans 31 December 640.141 881.041

The Company's loan agreements contain covenants on financial conditions and the Company meets all of its
covenants at year end 2019.

The Company's borrowings from financial institutions are insured with pledges in trade receivables, inventories
and ownership in specific subsidiaries, see note 16.

21. Leases
The Group leases office premises and warehouses. These leases are generally for 10-20 years with extension
options at the end of the lease term. Most of the leases are connected to the consumer price index. The Group
subleases part of its office premises at Borgartiun 37 to Tempo ehf. Leases were previously classified as
operating leases according to IAS 17.

Right-of-use assets are specified as follows:
Real estate

Right-of-use assets 1.1 ................... 1.099.720
(D= o C=Tot =i o] o O T TP PP PP PUP PR PPPPPPPPPPT ( 250.288)
Additions to right-of-use assets 466.302
Effect of remeasurement of leases and change in foreign exchange differences ............ccccccvvveene 31.796
RIGOt-0f-USE ASSELS BL.12 ...eeiiiiiiiiiiiiie ettt e ettt e e e e e bbbt e e e e s e bbb b e e e e e e e anbeeeeaeeesanenees 1.347.530
Effects of leases in statement of comprehensive income is divided as follows:

2019
2019 - Leases according to IFRS 16
Interest payments of [ease liabilities ...........cceiiiiiiii e 71.034
Interest iNCoOmMe from reCEIVADIES ..........ociiiiiii e 8.418
Depreciation Of Fght-0f-USE @SSELS .......uiiiiiiiiiiiiie i e et 250.288
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Notes, contd.:

21. Leases, contd.
2018 - Operating leases according to IAS 17
[ L= ) r= I o0 1o TR 308.459
RENTAIINCOME ..o e e e e e e e e e e e e et e e e e e s ees b bbb e e e e e e satbaeeeaeeessnsareees 33.256

Effect of leases in cash flow are are specified as follows:

Payments acCcording t0 [EASES ........uuuiiiiiiiiiieiie et 350.315
Receivables acCording 10 IEASES ......oiii it e et e e e e e e e 34.037

Extension options

Some property leases contain extension options exercisable by the Group up to one year before the end of the
non-cancellable contract period. Where practicable, the Group seeks to include extension options in new leases
to provide operational flexibility. The extension options held are exercisable only by the Group and not by the
lessors. The Group assesses at lease commencement date whether it is reasonably certain to exercise the
extension options. The Group reassesses whether it is reasonably certain to exercise the options if there is a
significant event or significant changes in circumstances within its control.

The Group does not expect to exercise extention options of leases since there is uncertainty regarding whether
the options will be exercised.

Lease liabilities
Lease liabilities are specified as follows:

Payments 2020 ... 334.529
Payments 2021 ... 321.156
PAYMENTS 2022 ...ttt e e e e e 278.130
PAYMENTS 2023 ...t e e e e e e e s e e e e s n e ee e s 278.010
PAYMENTS 2024 ...ttt e e 276.551
SUDSEQUENT PAYIMENTS ...ttt ettt ekt e e e bt e e s b e e e sn e e e e et et e e nane e e e nnreeas 474.040
Total undiscounted 1€ASE PAYIMENES ........ceiiiiiiiiiiiiiee et e e s e e e e e s aanbreeaeee s 1.962.416
ACCIUE INTESE PAYIMENTS ....eeeiiiiiiee ettt e e st e e et e e s e e e s ab b et e et b e e e anbe e e s nnneeeeanbneeens 5.199
NEt INVESIMENT IN TEASES ...eoiiuiiiiiitiie e e s 3.595.502

Lease assets

The Group leases out a part of Borgarttni 37 to Tempo ehf. and interest income due to lease assets amounted to
a total of ISK 8 million. In the following table, the aging of lease receivables is specified for payments due after
the end of the accounting period. The lease receivables are undiscounted.

PAYMENTS 2020 ....oiiiiiiiiieiiee ettt e e e e e e e e r e e e a e e e s 34.429
PAYMENTS 2021 ...ttt ettt ettt e e e e e et e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e a e a e a e a e a e a e 34.429
PAYMENTS 2022 ...ttt et oo e et et e e e e e e e a e e e s 34.429
PAYMENTS 2023 ...ttt et e e e e et e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e a e e e a e a e a e 34.429
PAYMENTS 2024 ...ttt e oot e et e e e e e e e e e a e e e s 34.429
PAYMENTS 2025 ...ttt ettt e e e e e e e e e e e e e e e e e e e e e e e e e e e e e 34.429
Total undiscounted lease receivables . 206.574
Unrealised interest inCome ..........ccceeeeeeeeeevvvnnnnnnn. 585
NEL INVESIMENT IN TEASES ...evviieiii ettt e e e e e e et e e e e e e e eet it e e e e e eeeaaaba s aeeeeeessereas 207.159

The Group does not expect to exercise extention options of leases since there is uncertainty regarding whether
the options will be exercised.
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22. Income tax

Income tax in the statement of comprehensive income is specified as follows: 2019 2018
Income tax recognised in the statement of comprehensive income ................... ( 74.493) ( 93.610)
Effective income tax is specified as follows: 2019 2018
Profit before income tax ..........cccccveeeiiiiiieenenn. 752.758 5.534.080
Income tax according to the current tax ratio ..... 20,0% ( 150.552) 20,0% ( 1.106.816)
Effects from the sale of Tempo ehf. .................. 0,0% 0 ( 18,4%) 1.019.589
Effect of translation difference on receivables

from a subsidiary ........cc.cccoovvniiiiicnin 05% ( 3.441) 0,2% ( 10.434)
Realised translation difference ......................... ( 9,0%) 67.994 0,0% 0
Non-taxable income ( 1,8%) 13.756 ( 0,3%) 15.665
Effect of tax ratios of foreign tax regions ........... 0,4% ( 2.760) 0,0% ( 2.608)
OFNEI .o ( 0,1%) 510 0,2% ( 9.006)
Effective income tax ...........occovviiiiiiiiiiiciee 9,9% ( 74.493) 1,7% ( 93.610)
Income tax asset is specified as follows: 2019 2018
Income tax asset at 31 DECEMDET .......ccoiiiiiiiiiie it 43.426 130.881
Income tax effect of adoption Of IFRS 15 ........cooiiiiiiiieeiiiee e 35.296 64.141
INncome tax asSet at 1 JANUAIY ......coeeiiiiirimiiie e e e 78.722 195.022
INCOME taX fOr thE YEAI .....vviiiiiiii e ( 74.493) ( 93.610)
Effects from the sale of Tempo ehf. ... 0 ( 99.144)
UNPAI INCOME TAX ..ttieiieiiiiiiiiee ettt e ettt e e e ibb e e e e e e aabbreeeeeeeaannnes 14.123 8.885
Foreign exchange difference and other changes ..........cccocvevieeiiiec s, ( 301) 32.273
Income tax asset at 31 DECEMDET ........ccooiiiiiiiiiiiiii e 18.051 43.426

Income tax asset is specified as follows at year-end:

Assets Liabilities Net
2019
Property and equUipMeNt ..........cccveiiiieeiiiiee e 14.561 ( 269.506) ( 254.945)
INtangible aSSets .......ccccvviiieie i 0 ( 30.796) ( 30.796)
Trade receivables and other receivables ................ 5.538 ( 36.382) ( 30.844)
Deferred taxable foreign exchange difference 0 ( 5.873) ( 5.873)
Carry forward taxable 10SS ..o 340.509 0 340.509
Income tax asset (liability) ........ccccooiiiiiiiiii e 360.608 ( 342.557) 18.051
OFfSEHING .vvvvvvieieeeiiiiereeee e ( 342.557) 342.557 0
Income tax asset at 31 December 18.051 0 18.051
2018
Property and equipmMEeNt ...........coooiiiiiiaiiiiiieee e 19.544 0 19.544
INtangible aSSets ........cccvviieieiiiiee e 0 ( 9.688) ( 9.688)
Trade receivables and other receivables ................ 8.280 0 8.280
Deferred taxable foreign exchange difference 0 ( 17.633) ( 17.633)
Carry forward taxable 10SS ..o 42.923 0 42.923
Income tax asset (liability) ........ccccoiiiiiiiiiii 70.747 ( 27.321) 43.426
(@ 11571 111 o S ( 27.321) 27.321 0
Income tax asset at 31 December .........cocovveeviieeeiiiieeeneec e 43.426 0 43.426

Notes, contd.:
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22. Income tax, contd.:
Carry forward taxable loss utilisable against future profit over the next years is specified as follows:

2019 2018
Taxable loss due to 2014, utilisable until 2024 ...........c.cccooeeeiiiiiiieeee e 0 203.919
Taxable loss due to 2015, utilisable until 2025 0 5.565
Taxable loss due to 2016, utilisable until 2026 0 5.132
Total carry forward taxable 10SS ........coviiiiiiiiiiiie e 0 214.616
Origo hf. and Tempo ehf. were under joint taxation until the sale of 55% of equity shares.

23. Trade payables and other payables

Trade payables and other payables are specified as follows: 2019 2018
Trade PAYADIES .....cccviiiiiiie s 1.232.887 1.859.390
Other PAYADIES .......eeiiiee e 1.491.676 1.413.872
Total trade payables and other payables ... 2.724.563 3.273.262

Risk management

24. Overview

The Group is exposed to the following risks from its use of financial instruments:
credit risk

liquidity risk

market risk

operational risk

This note presents information on each of the above risks, objectives, policies and processes of the Group for
measuring and managing risk.

The Group’s risk management policies are established to identify and analyse the risk faced by the Group, to set
appropriate risk limits and to monitor it. Risk management policies and systems are reviewed regularly to reflect
changes in market conditions and the Group’s activities. The Group, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

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

Trade receivables and other receivables

The Group’s exposure to credit risk is influenced mainly by the financial position and operations of each
customer. The industry and location in which customers operate have less of an influence on credit risk.
Approximately 21% (2018: 16%) of the Group’s revenue is attributable to sales and services to its five biggest
customers.

The Group has established a credit policy under which new customers are analysed individually for
creditworthiness before they are offered credit. Credit history of new customers is reviewed and purchase limits
are established.
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Notes, contd.:

25. Credit risk, contd.:
Most of the Group’s customers have been transacting with the Group for many years, and losses have been
immaterial in proportion to turnover. In monitoring customer credit risk, aging profile and financial position of the
individual customer is studied. Trade and other receivables relate mainly to the Group’s wholesale customers and
resellers. Customers that are graded as high risk or have used their credit limits either have to pay down their
debts or get permission from the Group's finance department to conduct further withdrawals.

Goods are sometimes sold subject to retention of title clauses, so that in the event of non-payment the Group can
reclaim the item. The Group does in most cases not require collateral in respect of trade and other receivables.

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect of
trade and other receivables and investments. The main components of this allowance are a specific loss
component relating to individual customers and a collective loss component taking into account the age of claims
which have not been connected to individual customers. The collective loss allowance is determined based on
historical data of payment statistics for similar financial assets. Trade and other receivables are written-off when
credit events such as bankruptcy occurs

Guarantees
The Group’s policy is to provide financial guarantees only to its subsidiaries. At year-end 2018 and 2019 the
parent company had provided no guarantees to its subsidiaries.

Exposure to credit risk
The Group's maximum exposure to credit risk of financial assets is their carrying amount which at year-end was

as follows:
Carrying amount
Notes 2019 2018
Securities and long-term receivables ........................ 161.222 13.023
Trade receivables and other receivables 13 2.017.897 1.802.366
Cash and cash equivalents ............ccccciviiiiiiin e 14 825.847 3.175.454

3.004.966 4.990.843

The Group's maximum exposure to credit risk for trade receivables is specified as follows by geographic regions:

(o] F= Y2 (o [T 1.588.025 1.588.025
Other countries 91.929 91.929

1.679.954 1.679.954

At year-end the Group's five most significant customers account for ISK 381 million of trade receivables (2018:
ISK 362 million).

Impairment losses
The aging of trade receivables at year-end was as follows:

Gross Impairment
2019 2018 2019 2018
NOE PASE AUE ..o 1.566.826 1.491.642 7.834 7.458
Past due 0-30 days ......coccvrerimreeeininieenreee e 150.874 189.226 7.610 13.960
Past due 31 - 120 days .....ccccevvvveeeiniiirenieee e 79.193 22.034 6.415 6.491
Past due more than 120 days .........ccccceevruvveenn. 9.652 18.452 6.541 13.491
1.806.545 1.721.354 28.400 41.400
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Notes, contd.:

25.

26.

Credit risk, contd.:
Changes in allowance for impairment in respect of trade receivables during the year were as follows:

2019 2018
BalanCe @t 1 JANUAIY ...coooiiiiiiiiee ettt e e e et ee e e e e e nneeeeeaeeean 41.400 21.400
Changes during the year ( 13.000) 20.000
Balance at 31 December 28.400 41.400

Management does not assess risk of loss on other short term receivables.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group’s approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet its liabilities
when due and not risking damage to the Group’s reputation.

The Group maintains lines of credit with two Icelandic commercial banks and one foreign commercial bank.
Unused credit lines amount to up to ISK 400 million at year-end 2019 (2018: ISK 400 million).

Contractual instalments of liabilities, including expected interest payments, are specified as follows:

2019
Carrying Contractual Less than 2-5 3-5
amount cash flows 1 year years years
Non-derivative
financial liabilities:
Current loans ..... 640.141 843.832 46.727 389.686 407.419
Lease liabilities 1.702.550 1.180.368 52.885 312.441 236.441
Trade payables
and other payables .................... 2.742.774 2.742.774 2.742.774
5.085.465 4.766.974 2.842.386 702.127 643.860
2018
Non-derivative
financial liabilities:
Currentloans .......cccccceevviiieneennn. 881.041 1.134.468 45.030 481.703 607.735
Trade payables
and other payables ..................... 3.273.262 3.273.262 3.273.262
4.154.303 4.407.730 3.318.292 481.703 607.735
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27. Market risk

Market risk is the risk that changes in market prices of foreign currencies and interests will affect the Group’s
income or the value of its holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimising the return.

Currency risk

The Group is exposed to currency risk on purchases and borrowings that are denominated in a currency other
than the respective functional currencies of Group entities, primarily the Icelandic krona (ISK) and the Swedish
krona (SEK). The currencies which mainly create currency risk are euro (EUR), USD, Danish krona (DKK) and
SEK.

The Group is exposed to currency risk due to transactions within the Group. The currency risk arises when
companies within the Group trade with each other and the functional currency is not the same. The parent
company's functional currency is the Icelandic Krona (ISK) and the consolidated financial statements are
presented in ISK. The parent company has claims on subsidiaries with a functional currency other than its own
and is therefore exposed to currency risk displayed in the table above.

The Group's exposure to foreign currency risk was as follows based on nominal amounts:

2019 EUR DKK SEK usb
Trade and other receivables ..........cccccocvvveiiiecnnne 57.705 26.381 7 18
Cash and cash equivalents 5.137 1.180 0 2.215
Loans and bOrroWiNgS ........cceovvveeriiieeinieeeeniieene ( 139.497) ( 36.017) ( 221.974) ( 1.462)
Trade and other payables .........ccccceviiiiiiiieeineenn, ( 211.412) ( 371.143) ( 16.477) ( 50.678)
Gross balance sheet eXposure ........ccccccveevvveeennne. ( 288.067) ( 379.599) ( 238.444) ( 49.907)
Balances within the Group ........cccocccveviiiieiiieeee 0 ( 17.207) 174.302 0
The Group's currency risk eXposure ..........c.ccveeneee. ( 288.067) (  396.806) ( 64.142) ( 49.907)
2018 EUR DKK SEK usb
Trade receivables ..........ccccovvveiiiiiiiice e 30.644 32.726 709 0
Cash and cash equivalents 4.181 163 0 179.293
Loans and bOrroWINgS .......c.ccevvvieeiiieeeiiieee e ( 149.552) ( 224.409) ( 241.917) ( 1.535)
Trade and other payables .........ccccceeviiiiviiieeineenn, ( 191.585) (  643.346) ( 11.468) (  270.823)
Gross balance sheet eXposure ........ccccccvveevvveeennnne ( 306.312) ( 834.866) ( 252.676) ( 93.065)
Balances within the Group .........cccccceeeiiiiiiieneennnns 0 1.932 267.055 0
The Group's currency risk eXposure ...........cccveeneee. ( 306.312) ( 832.934) 14.379 ( 93.065)

The following significant exchange rates were applied during the year:

Average rate Reporting date spot rate
2019 2018 2019 2018
136,92 127,73 136,21 132,86
18,44 17,03 18,24 17,89
12,98 12,44 13,06 13,02
122,73 106,24 121,64 123,60
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27. Market risk, contd.:
Sensitivity analysis
A 10% strengthening of ISK against the following currencies at 31 December would have increased (decreased)
the Group's results before income tax by the amounts shown below. This analysis assumes that all other
variables remain constant. This analysis was performed on the same basis as for the year 2018.

2019 2018
EUR oottt ettt 28.807 30.631
DK oot 39.681 83.293
SEK oottt ettt 6.414 ( 1.438)
USD <ot 4.991 9.307

A 10% weakening of ISK against the above currencies would have had equal but opposite effect on the basis that
all other variables remain constant.

Currency risk due to investment in subsidiaries and associates

In addition to currency risk presented in finance income and finance expenses the Group is also exposed to
currency risk from its investments in subsidiaries and associates where the functional currency is not the same as
the parent company's. The currency risk is presented in other comprehensive income as foreign currency
translation differences for subsidiaries and associates. This stems primarily from investment in Tempo ehf.
Translation difference in other comprehensive income is positive by ISK 118 million for the year 2019 (2018:
negative by ISK 20 million.) Investment in subsidiaries and associates is specified as follows:

2019 2018
Equity in Tempo ehf. - Investment in USD .........cooiiiiiiiiiiiiiiiiieee e 2.684.027 2.697.564
Equity in Applicon in Sweden - Investment in SEK ... 201.498 174.967

Sensitivity analysis

A 10% weakening of ISK against the following currencies at 31 December would have increased (decreased) the
Group's foreign translation difference before income tax by the amounts shown below. This analysis assumes that
all other variables remain constant. This analysis was performed on the same basis as for the year 2018.

2019 2018
L0 1] 5 TP PPPPPPRPPO 268.403 269.756
SE K 20.150 17.497

A 10% strengthening of ISK against the above currencies would have had equal but opposite effect on the basis
that all other variables remain constant.

Interest rate risk
All of the Group's borrowings are on floating interests and the Group does not hedge specifically against interest
rate risk. The Group's interest rate risk only pertains to cash flow risk.
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27. Market risk, contd.:
At year-end the interest rate profile of the Group's interest bearing financial instruments is specified as follows:

Carrying amount

2019 2018
Financial assets on floating INEreSt .........c.oocviiiiiiiee e 825.847 3.175.454
Financial liabilities on floating iNtEreSt ..........coovvvieiie i ( 640.141) ( 881.041)

185.706 2.294.413

A change of 100 basis points in interest rates at the reporting date would have increased results before income
tax by ISK 2 million (2018: ISK 23 million). This analysis assumes that all other variables, in particular foreign
currency rates, remain constant. The analysis was performed on the same basis as for the year 2018. The Group
does not account for any fixed rate financial assets and liabilities.

Other market price risk
Other market price risk is limited as investments in bonds and shares is an insignificant part of the Group's
operations.

Fair values
The following table shows a comparison of fair values and carrying amounts of financial assets and liabilities. No
information is published regarding fair value if it is equal to carrying amount.

2019 2018
Carrying Carrying
amount Fair value amount Fair value
Loans and bOrroWiNgs .........cccecvvveriveeeiinine s ( 640.141) ( 650.319) ( 881.041) ( 892.618)

No assets and liabilities are recognised at fair value at year-end 2019 and 2018. The basis for determining fair
value is disclosed in note 3.

Determination of fair values

The interest rate used to discount estimated cash flows, where applicable, are based on interbank market at the
reporting date plus a 1.6 - 3.6% margin (2018: 1.6 - 3.8%). Fair value of financial liabilities falls under level 3 of
the fair value hierarchy.

28. Operational risk
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
Group’s, personnel, technology and infrastructure, and from external factors other than credit, market and liquidity
risks, such as those arising from legal and regulatory requirements and generally accepted standards of
corporate governance. Operational risks arise from all of the Group’s operations.

The Group’s objective is to manage operational risk in an efficient manner in order to avoid financial losses and to
protect the Group’s reputation, and at the same time to avoid control procedures that restrict employees' initiative
and creativity.

To reduce operational risk there are among other things requirements for appropriate segregation of duties,
requirements for the reconciliation and monitoring of transactions, compliance with legal requirements,
requirements for the periodic assessment of risks faced, employee training and professional development,
organisation of work procedures and insurances where this is applicable.
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29. Related parties
Definition of related parties
Related parties are defined as shareholders with significant influence on the Group's operation, Board members
and management and their close family members, and companies controlled by them.

Salaries and benefits to the Board of Directors and management for their work for the Group and shares in the
Company are specified as follows:

For the year 2019: Contribution
Salaries and to pension
benefits funds Share
ivar Kristjansson, Chairman of the Board ..............cocoeveveriissecieneenns 7.880 1.064 2.935
Hildur Dungal, Vice Chairman of the Board .............ccccceviiieeiiiine e, 3.406 392 0
Gudmundur Jéh. Jonsson, Board Member ...........ocevvveeiiiiiiiiiieeeeeees 3.468 468 657
Svafa Gronfeldt, Board MEMDET ..........cccuvviviuiiiiiiiiiiiiirieieieeereeererererene. 2.824 325 0
Hjalti Porarinsson, Board Member ..............ccccooiiiiiiiiiiiic e, 3.220 370 0
FINnur Oddsson, CEO .......ueiiiieieeeee e 61.236 12.642 1.786
KEY MANAGETS (7)* ittt 182.896 23.323 1.104

* These are six key managers at Origo hf. and managing director of Applicon AB, in total seven key members of
management.

For the year 2018:

ivar KristjAnsson, Chairman of the Board ...........ccccccceevviieiiiieeeiiieeens 8.100 1.035 2.935
Hildur Dungal, Vice Chairman of the Board ..............ccccoociiiiniinnnn. 3.245 348 0
Loftur Bjarni Gislason, Board MEMDET .........c.ceeviiiieiiiereiiiiee e 3.310 357 42
Gudmundur Jéh. Jonsson, Board MemDbEr ............covvveeiiiiiiiiiiiiieeeeees 3.430 437 657
Emelia bérdardottir, Board MEMDET ........oooviveveieieieeeeeeeee e 3.080 332 0
Hjalti borarinsson, Vice Board Member ..........cccvvvvvieeiiiciiiiiee e 4.690 511 0

Finnur Oddsson, CEO 48.051 9.475 1.501
KeY MANAGErS (8)* ...vviiiiiiieeiiiee ettt 193.000 22.993 1.144

* These are seven key managers at Origo hf. and managing directors of Applicon AB, in total eight key members
of management.

Included in the above shares are shares of spouses and financially dependent children, in addition to shares of
companies controlled by board members and management.

Other transactions with related parties are an insignificant part of the Group's operations. Pricing in such
transactions is comparable to other transactions of the Group.

30. Group entities

Origo hf.'s subsidiaries at year end are:
Shareholding

Country 2019 2018

Application Consulting Sweden Holding AB ........... Sweden 100% 100%
Application Consulting Sweden AB ...................... Sweden 100% 100%
Sendill is Unimaze ehf. ........ccccooiiiiiiiiiieeee Iceland 60% 60%
Sense ehf. ... Iceland 100% 100%

Consolidated Financial Statements of Origo hf. 2019 37 Amounts are in ISK thousand



Notes, contd.:

31. Fees to auditors
Fees to auditors of the Group in the year 2019 amounted to ISK 25 million (2018: ISK 34 million), whereof ISK 15
million (2018: ISK 15 million) was for the audit of financial statements. Fees to KPMG in Iceland amounted to ISK
24 million (2018: ISK 33 million) and ISK 1 million (2018: ISK 1 million) to KPMG in Sweden.

32. Financial ratios
Financial ratios for the Group:

Comprehensive income: 2019 2018
Inventory turnover - Cost of goods / Inventory at year-end .............cccocceveeiiieeenininennnns 4,1 4,8
Receivables turnover - Receivables at period end / Sales of goods and services ....... 24 22
Salary and salary related expenses / Sales of goods and Services ...........ccccuveeeeerinns 43,1% 41,1%
Other operating expenses / Sales of goods and SErviCes .........cccccvevrieeeiniieeenineeenne 23,1% 23,4%
Profit for the year after tax / Sales of goods and services 3,1% 34,5%
Financial position: 31.12.2019 31.12.2018
Current ratio - current assets / current liabilitieS ...........cooevveiiiiiiiiiiiiee e 1,34 1,95
Equity ratio - equity / CaPItal ........c.eeveiiiiieiiii e 57,0% 66,1%

34. Significant accounting policies
The accounting policies set out below have been consistently applied to all periods presented in these financial
statements, and to all companies within the Group, except for what is described in note 5, changes in accounting

In order to increase the information value of the financial statements, the notes are published on the basis of how
appropriate and significant they are for the reader. This entails that information which is considered neither
significant nor appropriate for the user of the financial statements are not published in the notes.

a. Basis of consolidation

Subsidiaries are entities controlled by the Group. Control is based on whether an investor has power over the
investment, bears a risk or has the rights to variable returns from its involvement in the investment and has the
ability to affect its returns of the investment. The financial statements of subsidiaries are included in the
consolidated financial statements from the date on which control commences until the date on which control
ceases. Accounting policies of subsidiaries have been changed when deemed necessary in order to adjust them
to the Group's policies.

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements
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34. Significant accounting policies, contd.

The purchase method is applied at merger when control transfers to the Group. The transaction at merger is
measured at fair value as well as the separable assets and liabilities which are taken over.

Purchase method is applied at merger when control is transferred to the Group. The purchase price is in general
measured at fair value as well as the separable assets and liabilities which are taken over.

When the company is the acquiring party at merger goodwill is created and other intangible assets. The amounts
allocated to acquired assets and liabilities are based on presumptions and estimation of fair value of these assets
and liabilities. In performing the evaluation management consults vid independent and accepted appraisers as
applicable. Changes in presumptions and evaluation could lead to changes in value assigned to specific assets
and liabilities and their estimated useful lives which can have an effect on amounts or timing of recognition in the
Group's statement of comprehensive income, as well as depreciation of intangible assets.

Conditional supplementary payments are recognised at fair value at the acquisition date. If such supplementary
payment is categories as equity it is not revalued and is settled within equity. In other instances changes in fair
value of conditional supplementary payment is recognised in the Group's statement of comprehensive income.

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 recognized initially at cost. The cost
of the investment includes transaction costs.

The financial statements include the Group’s share of the profit or loss of associates, after the accounting policies
of the associate have been recognised with the company's accounting policies. The equity method is applied from
the date that significant influence commences until the date that significant influence ceases.

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.

b. Foreign currencies

Transactions in foreign currencies are recognised in the functional currency of individual group entities at the
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are recognised at the exchange rate ruling at the reporting date. Other assets and liabilities recognised
in foreign currencies at fair value are translated at the exchange rate ruling at the date of determination of fair
value. Exchange differences arising from transactions in foreign currencies are recognised in the statement of
comprehensive income.

The assets and liabilities of foreign operations, including goodwill, are translated to ISK at exchange rates ruling
at the reporting date. The income and expenses of foreign operations are translated to ISK at the average
exchange rate of the year. Exchange rate differences arising from the translation to ISK are recognised as a
separate item in the statement of comprehensive income, less minority's interest in the difference. When a foreign
operation is sold, partially or entirely, the related exchange rate difference is transferred to the statement of
comprehensive income.
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34. Significant accounting policies, contd.:
c. Financial instruments

Non-derivative financial instruments comprise investments in shares and bonds, trade and other receivables,
cash and cash equivalents, borrowings and trade and other payables.

Non-derivative financial instruments are recognised initially at fair value. When financial instruments are not
recognised at fair value through profit or loss any direct transaction cost is recognised as increase in their value
upon initial recognition. Subsequent to initial recognition non-derivative financial instruments are recognised as
follows.

Loans and receivables at amortised cost

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

Cash and cash equivalents
Cash and cash equivalents consist of funds and on demand bank deposits.

Other financial liabilities
Other financial liabilities are recognised at amortised cost based on effective interests.

Accounting for finance income and expense is discussed in note 34 (m).

Share capital is classified as equity. Direct cost due to issue of share capital is accounted for as decrease in
equity, after deducting tax.

Treasury shares

When share capital recognised as equity is repurchased by the Group, the amount of the consideration paid,
which includes directly attributable costs, is recognised as a deduction from equity. When treasury shares are
sold the sale is recognised as increase in equity.

d. Property and equipment

Property and equipment is recognised at cost value, or revalued cost value, less accumulated depreciation and
impairment. Cost value includes direct cost incurred upon the purchase.

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

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

Costs of replacing single components of property and equipment is capitalised when it is considered likely that
the benefits associated with the asset will flow to the Group and the costs can be measured reliably. The carrying
amount of the replaced component is expensed. All other costs are expensed in the statement of comprehensive
income as they incur.
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34. Significant accounting policies, contd.:
d. Property and equipment, contd.

Depreciation is calculated based on the depreciable amount, which is the cost less residual value. Depreciation is
calculated on a straight line basis over the estimated useful lives of each component of property and equipment.
Leased assets are depreciated over the shorter of lease term or useful life of the asset, unless it is evident that
the Group will become the owner of the leased asset at the end of the lease term. Estimated useful lives are
specified as follows:

REAI ESTALES ... e ettt h ekt b ettt ettt b et 75 years
Tools, equipment and interiors 4 -7 years

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

e. Intangible assets

Goodwill arises upon the acquisition of subsidiaries.

Gooduwill is the difference between the cost upon take-over and the fair value of overtaken assets, liabilities and
uncertain liabilities. If negative goodwill arises it is immediately recognised in the statement of comprehensive
income.

Goodwill is measured at cost less accumulated impairment loss.

Software is recognised at cost less accumulated linear amortisation and impairment. Software is amortised over 2
to 10 years.

Amortisation methods and useful lives are reviewed at each reporting date and changed if appropriate.

f.  Lease agreements prior to transition to IFRS 15
Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified as
finance leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its fair
value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is
accounted for in accordance with the accounting policy applicable to that asset.

Other leases are operating leases and the leased assets are not capitalised. The Group's leases were all
recognised as operating leases.

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

h. Impairment
Financial assets
A financial asset, not recognised at fair value, is assessed at each reporting date to determine whether there is
any objective evidence that it is impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows of that asset.

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

An impairment loss is expensed in the statement of comprehensive income.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment
loss was recognised. Impairment loss on investments held to maturity is reversed in the statement of
comprehensive income.

Other assets

Carrying amount of other assets of the Group, except for inventories and tax asset, is reviewed at each reporting
date to determine whether there are indications of impairment. If there is any such indication the recoverable
amount of the asset is estimated. Goodwill is tested for impairment at least once a yeatr.

The recoverable amount of an asset or a cash generating unit is the higher of their net fair value or value in use.
Value in use is 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 asset.

An impairment loss is expensed when the carrying amount of an asset or a cash generating unit is higher than its
recoverable amount. A cash generating unit is the smallest group of assets that generates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or asset groups. Impairment
losses recognised in respect of cash generating units are allocated first to reduce the carrying amount of the
goodwill and then to reduce the carrying amounts of the other assets in the cash generating unit on a pro rata
basis. An impairment loss is expensed in the statement of comprehensive income.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased or
no longer exists. An impairment loss is reversed if there has been a change in the estimates used to determine
the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined if no impairment loss had been recognised.

i. Employees’ benefits

The Group pays fixed contributions to independent defined contribution pension funds due to its employees. The
Group has no responsibility for the funds' obligations. Contributions are expensed in the statement of
comprehensive income among salaries and salary related expenses as they are incurred.
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34. Significant accounting policies, contd.:

j.  Provisions
A provision is recognised when the Group has a legal or constructive obligation due to past events and it is likely
that a cost, which can be measured reliably, will be required to be paid by the Group. Provisions are measured by
discounting the estimated future cash flows using pre-tax discount rates that reflect current market assessments
of the time value of money and the risks specific to individual provisions.

An obligation due to a guarantee is recognised when goods or services are sold. The obligation is measured
based on previous experience with guarantees by weighing the possible outcome and probability related thereto.

k. Revenue

Revenue from the sale of goods and software in the course of ordinary business is measured at the fair value of
the payment received or receivable, net of trade discounts and refunds. Revenue is recognised in the statement
of comprehensive income when a significant portion of the risks and rewards of ownership are transferred to the
buyer, it is probable that the consideration will be collected and the cost of sale and possible return of goods can
be estimated reliably. Credit is in general provided for 30 days except for sale in cash.

Revenue from the sale of services is recognised in the statement of comprehensive income in proportion to the
status of work in progress at the reporting date. The status of work in progress is measured on the basis of work
performed. Credit is in general provided for 30 days except for sale in cash.

Lease income is recognised in the statement of comprehensive income on a straight line basis over the lease
term under the item other operating income.

|. Lease payments

Prior to transition to IFRS 15 payments made under operating leases are recognised in profit or loss on a straight-
line basis over the term of the lease.

Minimum lease payments made under finance leases are apportioned between finance expense and reduction of
the outstanding liability. Interest expenses are distributed over the lease term based on effective interests.

m. Finance income and finance expenses
Finance income comprises interest income on investments, dividend income and foreign exchange gain on
foreign currencies. Interest income is recognised in the statement of comprehensive income as it accrues based
on effective interests. Dividend income is recognised in the statement of comprehensive income when distribution
of dividend has been approved.

Finance expenses comprise interest expense on borrowings, unwinding of discounting, fair value losses on
financial assets at fair value through profit or loss and exchange rate loss on foreign currencies. Foreign currency
gains and losses are reported on a net basis.
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34. Significant accounting policies, contd.:

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

Current income tax is the expected tax payable next year on the taxable income for the current year, using tax
rates effective at the reporting date, in addition to adjustments made to current tax of previous years.

Deferred income 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 income tax is not recognised for differences relating to investments in subsidiaries. Deferred
income tax liability is not recognised for goodwill which is non-deductible for tax purposes. The amount of
deferred tax is based on the estimated realisation or settlement of the carrying amounts of assets and liabilities
using the tax rate in effect at the reporting date.

Deferred income 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 on the same taxable entity,
or on different tax entities under joint taxation if they intend to settle tax payments jointly.

A deferred income tax asset is only recognised to the extent that it is probable that future taxable profits will be
available against the asset. Deferred income tax asset is reviewed at each reporting date and reduced to the
extent that it is no longer probable it will be realised.

o. Earnings per share
In the financial statements, the Group presents basic and diluted earnings per share data for its ordinary shares.
Basic earnings per share is calculated by dividing the profit attributable to ordinary shareholders of the Group by
the weighted average number of ordinary shares outstanding during the period. Diluted earnings per share is
calculated by adjusting the weighted average number of ordinary shares due to possible dilution in respect of
shares which the Group would have to issue in relation to employees' share purchase agreements.

p. Segment reporting
A segment is a distinguishable component of the Group which deals with transactions and is able to generate
income and incur expenses, including income and expenses on transactions with other components of the Group.
The return of all Group segments is reviewed on a regular basis by the CEO in order to decide how to allocate its
assets to the segments and to evaluate their performance.

Segment operating results, assets and liabilities consist of items that can be directly linked to each segment, in
addition to the items that can be reasonably divided into segments.

Segment investments are the total cost of purchases of operating assets and intangible assets other than goodwill.
Pricing of goods and services between segments is on an arm’s length basis.

g. Leases
The Group has applied IFRS 16 using the modified retrospective approach and therefore the comparative
information for the year 2018 has not been restated and continues to be reported under IAS 17 and IFRIC 4. The
details of accounting policies under IAS 17 and IFRIC 4 are disclosed separately.

Accounting policy as of 1 January 2019

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. To assess whether a contract conveys the right to control the use of an identified
asset, the Group uses the definition of a lease in IFRS 16. This policy is applied to contracts entered into on or
after 1 January 2019.

Consolidated Financial Statements of Origo hf. 2019 44 Amounts are in ISK thousand



Notes, contd.:

34. Significant accounting policies, contd.:
g. Leases, contd.

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

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

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

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

The Group determines its incremental borrowing rate by obtaining interest rates from various external financing
sources and makes certain adjustments to reflect the terms of the lease and type of the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

— fixed payments, including in-substance fixed payments;

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

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

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

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

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

The Group presents right-of-use assets that do not meet the definition of investment property in ‘property, plant
and equipment’ and lease liabilities in ‘loans and borrowings’ in the statement of financial position.

Short-term leases and leases of low-value assets

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

34. Significant accounting policies, contd.:
g. Leases, contd.

At inception or on modification of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices.

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or an
operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially all of
the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a
finance lease; if not, then it is an operating lease. As part of this assessment, the Group considers certain
indicators such as whether the lease is for the major part of the economic life of the asset.

When the Group is an intermediate lessor, it accounts for its interests in the head lease and the sub-lease
separately. It assesses the lease classification of a sub-lease with reference to the right-of-use asset arising from
the head lease, not with reference to the underlying asset. If a head lease is a short-term lease to which the
Group applies the exemption described above, then it classifies the sub-lease as an operating lease.

If an arrangement contains lease and non-lease components, then the Group applies IFRS 15 to allocate the
consideration in the contract.

The Group applies the derecognition and impairment requirements in IFRS 9 to the net investment in the lease
(see Note 45(R)(i)). The Group further regularly reviews estimated unguaranteed residual values used in
calculating the gross investment in the lease.

The Group recognises lease payments received under operating leases as income on a straight-line basis over
the lease term as part of ‘other revenue’.

Generally, the accounting policies applicable to the Group as a lessor in the comparative period were not different
from IFRS 16 except for the classification of the sub-lease entered into during current reporting period that
resulted in a finance lease classification.

35. New financial reporting standards and interpretations not yet adopted
A few new international reporting standards apply to accounting periods beginning on or after 1 January 2019 and
early adoption is permitted. The Group has however not implemented new or changed reporting standards prior to
adoption when these financial statements were prepared.

It is not expected that the following changes to standards and interpretations will have significant effect on the
Group's financial statements.

— Changes of references to conceptual framework of international reporting standards.

— Definition of a company (change to IFRS 3).

— Definition of materiality (changes to IAS 1 and IAS 8).

—IFRS 17 Insurance Contracts.
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Quarterly Statements - Unaudited

Quarterly Statements
The Group's quarterly statements are not audited. Summary of the Group’s results by quarters is specified as follows:

Q1 Q2 Q3 Q4 Total

2019
Sales of goods and services .......... 3.552.869 3.493.083 3.462.783 4.336.340 14.845.075
Cost of goods and cost of

sold Services ........cccocveviienneennn, ( 2.631.272) ( 2.641.647) ( 2.715.660) ( 3.011.295) ( 10.999.874)
Gross profit coccooceeeiiieeiiiee 921.597 851.436 747.123 1.325.045 3.845.201
Operating eXpenses ........cccceeeuveee.. ( 825.291) ( 778.728) (  647.728) ( 1.174.021) ( 3.425.768)
Operating profit .....cccccoeeveviniennne 96.306 72.708 99.395 151.024 419.433
Finance income .........cccccoovviinneen.n. 14.629 33.180 13.744 414.471 476.024
Finance expenses ..........cccccovveeenn. ( 57.551) ( 47.919) ( 10.450) ( 35.558) ( 151.478)
Net finance revenues ..............
(EXPENSE) wvieiieeiiieieeieee e ( 42.922) ( 14.739) 3.294 378.913 324.546
Share of profit (loss) of associates 21.297 46.349 ( 1.959) (56.908) 8.779
Profit before income tax ............. 74.681 104.318 100.730 473.029 752.758
INCOME taX .oovveiieeiiiieeeeec e ( 10.855) ( 5.074) ( 26.891) ( 31.673) ( 74.493)
Profit for the period ..................... 63.826 99.244 73.839 441.356 678.265

Other comprehensive income recognised in equity:

Translation difference for foreign

OPEration ......ceeevveerireenieeniieaieenn, 149.422 38.823 ( 59.157) ( 11.204) 117.884
Realized foreign

translation difference ................. 0 0 0 ( 339.969) ( 339.969)
Income for the period

recognised in equity ................. 149.422 38.823 ( 59.157) (  351.173) ( 222.085)
Total profit of the period ............. 213.248 138.067 14.682 90.183 456.180
EBITDA ..ot 237.250 213.336 253.625 302.050 1.006.261
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Quarterly Statements - Unaudited, contd.:

Quarterly Statements, contd.:

Q1 Q2 Q3 Q4 Total
2018
Sales of goods and services .......... 3.781.316 3.731.061 3.743.512 4.460.797 15.716.686
Cost of goods and cost of
sold SEervices .....cooceveeeviiiiieieeeennn, ( 2.873.546) ( 2.721.500) ( 2.672.474) ( 3.275.801) ( 11.543.321)
Gross profit ...cccceevveeiiiiiiienies 907.770 1.009.561 1.071.038 1.184.996 4.173.365
Operating eXpenses ..........cccocueene. ( 970.959) (  947.797) (  868.264) (  895.196) ( 3.682.216)
Operating profit .....cccccoeeveviniennne ( 63.189) 61.764 202.774 289.800 491.149
Effects of the sale of Tempo ehf. 0 0 0 5.097.947 5.097.947
Finance income ............ccccceeienne 56.459 ( 7.924) 4.250 26.760 79.545
Finance expenses ..........cccccovcveeenn. ( 28.207) ( 26.578) ( 27.719) ( 30.535) ( 113.039)
Net finance revenues ..............
(EXPENSE) .oieiiiciieee e 28.252 ( 34.502) ( 23.469) 5.094.172 5.064.453
Share of profit (loss) of associates 0 0 0 (21.522) (21.522)
(Loss) profit before income tax .. ( 34.937) 27.262 179.305 5.362.450 5.534.080
INCOME taX .ovvveveeeiieeieeie e 6.518 ( 5.976) ( 36.280) ( 57.872) ( 93.610)
(Loss) profit for the period ......... ( 28.419) 21.286 143.025 5.304.578 5.440.470
Other comprehensive income recognised in equity:
Translation difference for foreign
subsidiaries.........cccoooeiiiniiiininenn, 2,198 ( 5.889) 3.000 6.947 6.256
Recognised foreign translation difference
from the sale of Tempo ehf. 0 0 0 ( 26.679) ( 26.679)
Total other comprehensive
income for the period
recognised in equity ................ 2,198 ( 5.889) 3.000 ( 19.732) ( 20.423)
Total (loss) profit of the period .. ( 26.221) 15.397 146.025 5.284.846 5.420.047
EBITDA ... 101.681 234.772 368.657 423.302 1.128.412
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Statement of Corporate Governance

Board of Directors and Corporate governance

Board of Directors

The Board of Directors of Origo hf. consists of five Board members and two vice board members appointed for a
one year term at a shareholders meeting. At a shareholders meeting on 2 May 2019 Gudmundur Jéhann
Joénsson, Hildur Dungal, Hjalti Pérarinsson, ivar Kristjansson and Svafa Gronfeldt were chosen without election to
the Board. Elisabet Grétarsdottir and Gunnar Zoega were chosen without election to be vice board members. ivar
Kristjansson is Chariman of the Board and Hildur Dungal Vice Chairman. Gunnar Zoega left as vice board
member in October 2019.

The Company's Board of Directors and vice board members consist of three men and three women and therefore
complies with provisions in law on gender ratio which entered into effect on 1 September 2013. All five board
members are independent of the Company. Board members' background and education is of various genre,
among others economics, engineering and law, and one board member has a law degree. Furthermore, board
members have extensive professional experience.

Corporate governance

The Board of Directors of Origo hf. emphasizes maintaining good management practices and aims to comply with
the Guidelines on Corporate Governance issued by the Iceland Chamber of Commerce, NASDAQ OMX Iceland
and the Confederation of Icelandic Employers in June 2015. The Board of Directors has laid down comprehensive
rules wherein the competence of the Board is defined and its scope of work vis-a-vis the CEO. These rules
include among other things rules regarding order at meetings, minutes, comprehensive rules on the competence
of Directors to participate in discussions and decisions of issues presented to the Board and rules on
confidentiality. They also contain rules on information disclosure by the CEO to the Board and the Board's power
of decision but the signature of the majority of the Board is binding upon the Company.

The Company's current rules were approved at a Board meeting on 22 March 2018 and are accessible on the
Company's website, www.origo.is.

The Board of Directors has appointed an Audit Committee and the committee's rules are accessible on the
Company's website. The Audit Committee currently consists of the Chairman of the Board, one Board member
and an external state authorised public accountant. Its main role and responsibility is to monitor work procedures
in the preparation of the financial statements, procedures and efficiency of the Company's internal control,
internal audit and, where relevant, risk management and other control factors. Furthermore, the committee
presents motions to the Board regarding election of the Company's auditor and assesses the auditor's
independence and monitors its work. The Board has also appointed Terms of Employment Committee and
Technical Committee which main roles are to give advise to the Board and management on employment terms
and issues relating to salary development and the technical environment of Origo. Compliance officer appointed
by the Board is responsible for monitoring that rules on insider information and trading are adhered to. The Board
has not appointed an appointment committee, but in revising the Board's corporate governance and the
framework of operations, it is now the opinion of the Board that such a committee should be appointed and a
proposal regarding this will be submitted to the annual general meeting.

In the year 2019, 13 Board meetings were held and 5 meetings in the Audit Committee in addition to meetings of
the Terms of Employment Committee. Meetings have been attended by the majority of the Board of Directors and
the majority of the committee members. The Audit Committee meets with the Company's auditors on a regular
basis and participates in Board meetings when financial statements are being discussed.

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

Consolidated Financial Statements of Origo hf. 2019 49



Statement of Corporate Governance, contd.:

Board of Directors of Origo hf.

According to the Company's Articles of Association the Board of Directors of Origo hf. is the highest authority in
the Company's affairs between shareholders meetings. The Board decides on the policy of the Origo Group and
follows up on the Group's main operations. The Board is provided with operating and investment plans for
approval and the Board follows up on the progress within the year. The Board decides on organisation and
follows up on that the Company's operations are in accordance with its resolutions. The Board shall ensure that
sufficient controls are in place regarding the Company's finances and that proper order is in place regarding
bookkeeping and accounting.

There are five members of the Board of Directors of Origo hf. and two vice board member and they are appointed
for a one year term at the Annual General Meeting. In accordance with the Company's Articles of Association
candidacy to take seat on the Board shall be notified to the Board at least five days prior to shareholders'
meetings. Only individuals who notify their candidacy in this manner can be elected at the Annual General
Meeting. The Chairman calls Board meetings and chairs them. Meetings shall be held whenever the Chairmen
deems necessary, but in addition he is bound to call board meetings if one board member or the CEO so
demands. Board meetings are only legal if three or more board members are present.

Role of CEO

The Board of Directors of Origo hf. hires the Company's Chief Executive Officer and decides on his remuneration.
CEO is responsible for daily operations of the Company in line with its Articles of Association, policies and
decisions made by the Board. The CEO shall work on policy making and advancement of the Company in
addition to organising and follow up on its daily operations. Furthermore, the CEQ's role is to ensure that the
Company's operations are in line with current legislation and rules at each time and ensure that the operations of
subsidiaries are the same.

Shareholders meetings

Legal shareholders meetings wield supreme power over the affairs of the Company. Annual General Meetings
shall be held before the end of June each year and shareholders meetings shall be held as decided by the Board
of Directors or by request of the elected auditor or shareholders holding at minimum 1/20 of the share capital. A
request for a shareholders meeting shall be submitted in writing, items for the agenda identified and then a
meeting called within the legal time limit. A shareholders meeting shall be called with an advertisement in a
newspaper or by other comparable means. Annual General Meeting shall be called with at minimum three weeks
and maximum four weeks notice in accordance with changes to the Companies Act from 19 September 2009.
The invitation to a meeting shall include matters to be discussed and documents and proposals which will be
submitted to the meeting. One vote is attached to each share in the Company at shareholders meetings.

Changes to the Company's Articles of Association

The Company's Articles of Association can only be amended by a lawful shareholders meeting provided that the
pending amendments in addition to the main details of the changes to be made have been notified in the call of
the meeting. The Articles of Association may be amended with at least 2/3 of the votes cast as well as with the
approval of shareholders controlling a minimum of 2/3 of the share capital represented in the meeting. Changes
to the Origo hf.'s Articles of Association were most recently approved on 2 May 2019.

Auditors

The Company's auditors are elected at the Annual General Meeting for a period of one year at a time. KPMG ehf.
was elected auditor of the Company at the 2019 Annual General Meeting and KPMG ehf. is also the auditor of the
Company's subsidiaries in Iceland. KPMG in Sweden is the auditor of the Swedish subsidiary Applicon.

Exemplary organisation in corporate governance
In early 2015 Nyherji was acknowledged as an "Exemplary organisation in corporate governance" as recognised
by the Center of Corporate Governance of the University of Iceland, after a thorough appraisal by Capacent.
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Non-financial information

Origo hf. is a group of information technology companies. Origo is a service company and its role is to assist
customers in achieving even better success in their operations by means of information technology, expertise of
employees and skilful services. Origo hf.'s shares are listed at NASDAQ OMX Iceland hf. (the Icelandic Stock
Exchange) under the short name ORIGO. The number of employees at the Origo Group in Iceland and abroad is
around 550. Origo's range of solutions covers most areas of information technology, such as managed services,
own software development, third party software solutions, ERP solutions and IT infrastructure. Furthermore,
Origo offers equipment and hardware solutions to business and consumers from many of the world's leading
technology brands, such as Lenovo, IBM, Canon, Bose, Sony, NEC etc.

Further information on Origo and its subsidiaries is accessible at the Company's website, www.origo.is.

Origo has approved an environmental policy applicable to all operations of Origo and its subsidiaries, including
all of the Group's employees. Employees and management of the Group are required to get familiar with the
policy and enforce it, in addition to seeking means for improvement in environmental issues. All legal
requirements regarding environmental issues must be adhered to in the Group's operations. With the
environmental policy the Group has committed to systematically work on minimising negative environmental
effect of the operations.

Origo is one of the companies in Iceland which has signed a statement on climate issues and thus committed to
working on steps to reduce greenhouse gas emissions and decrease waste. Software is used to measure
environmental footprints of the Company and to develop objectives regarding environmental issues for the
Company. Origo encourages employees to utilise environmentally friendly transportation means, among other
things by giving those who to not use a private car transportation grants and the Company has also approved a
transportation policy in this regard. All waste materials at the Company's offices and warehouse are sorted in the
relevant sorting bins. The Company has taken great steps in eliminating the use of disposable packaging which
previously were frequently used. The Company utilises its own solution, RentaPrent, where the emphasis is on
reducing the waste of paper.

Origo hf. performs now for the first time an integral environmental reporting in cooperation with Klappir Graenar
Lausnir for the year 2019. The environmental reporting is performed in accordance with the Greenhouse Gas
Protocol (GHG Protocol) and ESG guidance of NASDAQ and Origo has carbon offset its operations for the year
2019 in cooperation with Kolvidur (Iceland Carbon Fund).

Social responsibility is of great importance for Origo and the Company has been working on increasing its social
responsibility in various ways. The Company's social responsibility policy has been framed in relation to young
people, education and innovation, which have been the key factors in the projects which the Company has been
sponsoring for a while. The Company's social responsibility policy is based on these highlights but is further
developed in order to cover four main pillars, which are good corporate governance, human resources,
environment and grants to beneficial projects.

Among the projects which have been sponsored are; The Youth University, The college programming
competition held by the Reykjavik University, The design competition of mechanical and industrial engineering
students at the University of Iceland, The programmers of the future, The First Lego design competition, The
Program of the Federation of Icelandic Industries on introducing education in technology subjects at universities
for college students.

Origo has approved various policies in order to create the optimal environment for its employees. The
Company's human resources policy states that employees' knowledge with good working atmosphere and job
satisfaction are the main points at the Origo Group. The company's human resource policy supports these goals
by providing an working environment which encourages innovation, emphasizes learning and knowledge
sharing, supporting personal growth as well as encouraging teamwork, helping the customer find smart solutions
aimed at providing for their needs. Employees and their well being is pivot to the Group's prosperity and
development, for the benefit of all. Various measurements are done in order to obtain information on the status
of the items specified in the human resources policy. This includes regular work place analysis, performance
dialogues and other enquiries.
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Non-financial information, contd.

The objective of the Company's equal opportunity policy is to ensure Origo achieves its goals regarding equal
opportunity. It is the aim of the policy to remain current, monitor and respond to issues related to equal
opportunity within the Company. Origo achieved verification at the end of 2018 of its equal pay system by BSl in
Iceland which verified that it fulfils the equal pay standard ST 85:2012. In the year 2019 further improvements
were made to Origo's equal pay system, but the system is meant to ensure that all salary decisions are
systematically made and do not entail a gender gap.

The Company's policy in management and employees' remuneration has the objective to attract and retain very
capable employees. The policy states that gender or other personal traits which are not related to the substance
of the job or performance on the job shall not effect salaries og salary development. In order to ensure fairness
and uniformity relating to salaries, management has access to centralised benchmarks on the Company's salary
structure at any given time and and salary development in the external market.

Employment policy was submitted to the Annual General Meeting of Origo hf. on 7 March 2019 and approved.

Origo's employees have approved code of ethics which relates to general business practices and business
ethics. The code refers to expectations regarding methods of work in relation to customers, colleagues, owners,
competitors and society. The code states that honesty and unambiguous communication is the key factor of
good business ethics. Everyone doing business with Origo have the right to a just and fair treatment in the spirit
of equality. Employees must notify when an incidence occurs where a breach of law is alleged. A senior
executive or Company's management must be notified directly of such matters. Employees will in no way be
penalised for fulfilling this obligation and confidentiality will be respected if requested. An employee cannot
accept a gift, service, entertainment or personal favour which can reasonably be considered to have an effect on
a transaction. Invitation to a social event should not be accepted unless the invitation is within acceptable
business hospitality limits. If employees receive an offer or even threats relating to their work, they must notify
their senior executive immediately.

The Board of Directors of Origo hf. emphasizes maintaining good management practices and aims to comply
with the Guidelines on Corporate Governance issued by the Iceland Chamber of Commerce, NASDAQ OMX
Iceland and the Confederation of Icelandic Employers. The Board of Directors has laid down comprehensive
rules wherein the competence of the Board is defined and its scope of work vis-a-vis the CEO. Origo is an
"Exemplary organisation in corporate governance" as recognised by the Center of Corporate Governance of the
University of Iceland, after a thorough appraisal by Capacent performed in the autumn of 2014.

The Company respects human rights, everyone's right to freedom of association and collective wage
agreements. To support this the Company has approved an equal opportunity policy and code of ethics, as
described above. An emphasis is put on that contractors and subcontractors respect national law regarding their
employees, irrespective of whether they are their employees or their own subcontractors.

Further discussion of these matters, together with statistical information, will be made available in the company's
annual report, which will be published before the company's Annual General Meeting.
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