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Hvalarvirkjun, 55 MW, Iceland

Hydropower Sustainability Standard

About the HSS The Hydropower Sustainability (HS) Standard is the normative document that sets out the performance requirements of the Hydropower
Sustainability Certification System, a global labelling and certification scheme outlining the expectations for hydropower projects around
the world.

The HS Standard recognises hydropower projects for their environmental, social and governance (ESG) performance by setting minimum
and advanced performance requirements for the sector and acknowledging projects for meeting these requirements. The HSS is aligned
with the safeguards of key lenders (e.g. IFC and World Bank) and can be used to attract climate-aligned finance through green bonds
certified by the Climate Bonds Initiative and support electricity sales to RE1I00 companies.

The HS Standard is managed by the Hydropower Sustainability Alliance. The HS Alliance was established in October 2023 to act as the
independent and multistakeholder standard-setting body that oversees the Hydropower Sustainability Certification System.

Intended users and The HS Standard includes three separate stages: Preparation, Implementation and Operation. These reflect the different stages of
uses hydropower development and have been designed to be used as standalone documents. Each reporting template provides an action plan
to help project teams address any gaps against minimum (good practice) and advanced requirements (best practice).

Official HS Standard assessments are carried out by Accredited Assessors, who take an evidence-based approach based on data
triangulation. All findings are supported by objective evidence, which is factual, reproducible, objective and verifiable. The HS Standard is
most effective when operators and developers commit to implement the recommendations provided and resolve identified significant
gaps.

Hydropower development and operation may involve public entities, private companies or combined partnerships, and responsibilities
may change as the project progresses through its life cycle. It is intended that the organisation with the primary responsibility for a
project at its particular life-cycle stage will have a central role in any HS Standard assessment.
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Structure of the The HS Standard comprises 12 sections that cover the environmental, social, governance and climate change impacts, both negative and
reporting template positive, that arise from hydropower development and operation. Summary sections at the beginning of the report include: (A)
Assessment Overview, (B) Project Details, (C) Performance against Minimum Requirements, (D) Performance against Advanced
Requirements, (E) Environmental and Social Action Plan and (F) Abbreviations and Acronyms. The summary sections are followed by the
12 ESG sections where requirements for good and best practices are presented and project findings are provided. The report finishes
with three appendixes that list the types of evidence used in the assessment.

Supporting resources | Additional guidance on the structure, content and history of the HS Standard can be found online at: www.hs-alliance.org

Version date October 2023
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A. Assessment Overview

Assessor(s) Dr Bernt Rydgren (Lead Assessor); Mr Pelle Bagesund (Accredited Assessor) and Ms Jonida Hafizi (Provisionally Accredited Assessor)

Assessment objective e To have the project assessed by independent experts and measured against international best practices — using the Hydropower
Sustainability Standard, the leading global standard for assessing the sustainability of hydropower projects;

e Having undergone an assessment at this level will be valuable when it comes to presenting the project and financing on the
international market;

e The assessment, and the in-house work that accompanies it, is expected to provide insights about the preparation work that has
already been done, as well as pinpoint opportunities for further developing the sustainability profile of the project.

Assessment dates 2 September — 11 September 2024 (assessors’ travel dates included)

Assessment report date Original Preliminary Assessment report 16 October 2024. This updated report 7 June 2025.

Summary of key findings | Section 1, Environmental and Social Assessment and Management:

Any new electricity-generating project concept in Iceland has to deal with the debate around whether or not the country really needs
more power supply to service domestic customers and the “green revolution”. The questions are based on the fact the Iceland has
twice the generation/capita of the 2"-placed country worldwide and that almost 4/5 of the electricity is used by energy-intensive
industry (mainly aluminium smelters). There is, however, a clear need to expand electricity generation in the Vestfjords region where
the un-serviced demand is presently provided by diesel generators at great economic and environmental cost, and grid extension
alone would prove significantly more expensive than the Hvalavirkjun project. The project has been placed in the utilisation category
of the Master Plan, a clear indication that it is a priority project based on a thorough multi-criteria analysis, not just regionally but also
nationally. The EIA, conducted in 2017, showed some gaps, e.g. a lack of a comprehensive cumulative assessment and detailed studies
of birds and aquatic ecology, gaps that have been or are on track to be filled.
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Since the project is still at a fairly early stage of development (access-road construction is planned to start in 2026, commissioning in
2030-31), the Framework Environmental and Social Management Plan (ESMP) is only now being developed. This is standard operating
procedure and once Contractor(s) are selected, they will be responsible for developing detailed management plans based on the
Framework ESMP. This results in several requirements of the Hydropower Sustainability Standard being met only because all
processes are on track, and there is still ample time to finalise the plans.This is far from unique for Hvalavirkjun, but needs to be noted
for the information of the reader. It is also important to note that there is not an infinite amount of time available for this work. Given
that it is reasonable to demand a good Framework ESMP to be in place at least 3-4 months before the start of construction (to give
contractors time to develop their detailed plans), and that construction is planned to start in mid-2026, this schedule is quite strict.

A. Assessment Overview Hydropower Sustainability Standard | 4



Hvalarvirkjun, 55 MW, Iceland

Section 2, Labour and Working Conditions:

HS Orka, the majority owner of Vesturverk, the special-purpose vehicle for the development of the Hvaldvirkjun hydropower project,
has very comprehensive labour-management policies, plans and processes to anticipate and respond to emerging risks and
opportunities for its general operations on similar projects (which the recent 1ISO 45001 audit has shown), and since there is a board
decision within both HS Orka and VesturVerk that these policies and plans will be transferred to the Hvalavirkjun project, the labour-
related requirements of the Standard are all met, as long as detailed management plans are developed according to the schedule
expressed above.

Section 3, Water Quality and Sediments:

The EIA did not investigate water quality and sediment loads in great detail, probably because the rivers are largely un-affected by
human activity (in a natural state) and not affected by glacial meltwater to any significant extent. Ongoing work on the Water
Framework Directive alignment is changing this and a very comprehensive monitoring has started, run by external expert
companies/agencies. There is no scope for Hvalavirkjun causing any significant negative water-quality or sediment-load-related
impacts.

Section 4, Community Impacts and Infrastructure Safety:

The project has conducted a satisfactory assessment of the community impacts and infrastructure safety issues to meet the minimum
requirements of the standard. There are strongly-divided opinions on the project in the community, something that poses and will
continue to pose significant challenges to the development team. The focus of the opposition is on the impacts on undisturbed nature
(something Icelanders put a very high value on) and, to a certain extent, the unavoidable construction-related disturbances that the
project will cause to the normally peaceful existence in the community. The updated Communication and Consultation Plan and the
work described therein will play a crucial role in the possible success of the project going forward.

Section 5, Resettlement:
This section is assessed as “Not Relevant” to the assessment as the project will not cause any physical displacement to people.

Section 6, Biodiversity and Invasive Species:

Biodiversity in the area is determined by the harsh arctic environment. It is species-poor (except for birds), none threated, and also
with few individuals. Most of the project’s direct-impact area is almost vegetation-free rocks and gravel. Invasive species is not
presently a major concern in the area, but a construction project of this size would undoubtably bring the risk of e.g. Lupin infestation
— the Arneshreppur Municipality being one of few areas in Iceland not already affected by this strong invasive. Opinions on the merits
or demerits of this plant vary considerably in the country. One of two significant predicted impacts on biodiversity is avoidable. It is

caused by the strong emphasis in the old design on keeping the dams as low as possible for them to “better disappear into the

A. Assessment Overview

Hydropower Sustainability Standard | 5

[
o
=
(1]
-
@
(o
(0]
~
Ay




Hvalarvirkjun, 55 MW, Iceland

environment”, an approach advocated by Government stakeholders. This would result in the near emptying of the project’s three
reservoirs in the spring every year. This would threaten the biota in what were previously (smaller) natural lakes with a significantly
reduced habitat. It is the distinct opinion of the assessors that this is a misdirected focus, as the extremely few people who ever
venture that high on Ofeigsfjardarheidi are unlikely to react differently to the dam bodies because they are a number of metres higher
or lower. Higher dams would allow a residual volume to remain in the reservoirs in the late-spring period, to serve as refugium for the
aquatic biota. The design review presently ongoing will address this and hopefully arrive at slightly higher dams with a significantly
greater residual volume in the reservoirs in spring. The other significant biodiversity impact is unavoidable as it concerns the impact to
the Ofeigsfjardarheidi wilderness area. Approximately 400 km? (40 km in length and 5 km on each side) along the transmission-line
route would be removed from wilderness classification, and the highland area could potentially be made accessible to cars in the
summer period as roads in Iceland are generally required to be open to the public.

Section 7, Indigenous Peoples:
This section is assessed as “Not Relevant” to the assessment as Iceland does not have any indigenous peoples.

Section 8, Cultural Heritage

Documentations of physical cultural resources with survey map and photo documentation have been done for the project’s core
impact area and the access road’s planned alignment. No critical heritage has been identified as threatened by the project. The main
concern is associated with possible redesign / realignment of the project and access roads, which would necessitate renewed surveys
and mitigation planning. A well-designed chance-find procedure will be required by the Framework ESMP.

Section 9, Governance and Procurement:

As the development work on the project has only recently been restarted after a period of dormancy, the governance system for
VesturVerk specifically has not been finalised. In order to address this issue comprehensively, the boards of directors of majority-
owner HS Orka as well as VesturVerk have both made the decision to use the Governance systems of HS Orka fully, also for VesturVerk
and the Hvalavirkjun project. This results in a well-developed good-practice interactive and web-based system which is audited and
certified in accordance with ISO standards 9001, 14001 and 45001. The risk-management system is based on ISO 31000, but not yet
certified against it. Procurement practices are being improved and are on track to be fully internalised into the management system,
and HS Orka addresses sustainability and anti-corruption criteria in its procurement procedures through a pre-screening list of 22 of
its major suppliers, a screening conducted by an external expert company. The only important corporate-governance concern the
existing opposition to the project in the Arneshreppur Municipality, something that is also relevant for sections 4 and 10.

Section 10, Communications and Consultation:

Engagement has been sufficiently inclusive of all stakeholder groups during the preparation phase so far. In addition, VesturVerk/HS

Orka makes significant project reports publicly available and publicly reports on areas of high interest to its stakeholders.

A. Assessment Overview
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Hvalarvirkjun, 55 MW, Iceland

VesturVerk/HS Orka has improved its general communication and consultation processes with updated strategy and plans, as well as
significant outreach activities. Support for the project is strong at the regional level but there is significant opposition from some
members of the Arneshreppur community, which is a serious concern. Some of this appears to be caused by misunderstandings, but
there are also very real concerns about the impact on a remote peaceful community with large areas of nature almost unaffected by
human activities. The divided opinions at the local level is a concern which will require considerable efforts during the continued
development work, see also Section 4 above.

Section 11, Hydrological Resource:

The hydrology of the project rivers is very well studied and evaluated. Project design and optimisation is still ongoing with e.g.
investigations into whether or not an additional unit would make financial and power-market sense (a higher installed capacity would
realise a greater ability to provide balancing power to support the variable generation of other renewables). Climate-change
predictions are being internalised into the hydrological model during 2025-26. The downstream-flow regime of the project will
depend on the result of the ongoing optimisation work and will focus on providing an acceptable flow in the three project-affected
waterfalls in the area with minimum production loss.

Section 12, Climate Change Mitigation and Resilience:

Climate modelling for Iceland shows unusually low predicted changes in both temperature and rainfall over this century. Multiple
RCPs are tested, and results are spread around today’s averages (both colder and warmer, wetter and drier) but base cases — which
best fit the changes measured so far — predict some minor increases in precipitation but mainly a redistribution with lower inter-
season variability — a positive change for a hydropower project’s climate resilience. Climate modelling by the Icelandic Met Office
does, however, predict an increase in extreme climate events (a well-known and scientifically indisputable global concern). The
project would contribute to reduced systems emissions through several pathways.
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Conclusion:

The assessment identified no significant gaps at the minimum-requirement level and the project meets all except 10 advanced-level
requirements. However, some minimum-level and several of the advanced-level requirements depend on the ongoing preparation of
a Framework Environmental and Social Management Plan and its implementation into detailed management plans by the chosen
contractor(s) well before construction starts.

The most important concern is the strong opposition against the project among some local residents. However, the project is the
prime candidate to address the lack of a satisfactory electricity supply in the whole Vestfjords region, so more information and
consultations can hopefully alleviate this problem.

Limitations of the The assessment was conducted at an early stage during project preparation. The repercussions of this are listed in the summary
assessment above.
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Due to the extremely inaccessible nature of the project area, the assessment team was only able to visit the core area around Nedra-
Hvalarvatn and the planned dam and intake as well as the area below that site. All other “site inspections” have been conducted with

the aid of photographic material supplied by the developer VesturVerk/HS Orka.

VesturVerk/HS Orka was very helpful in trying to secure interviews with a representative sample of local residents in Arneshreppur.
However, unfortunately two potential interviewees turned down our request for a discussion about the project. In spite of this, the
assessors believe that most of the opinions of the municipality’s residents, and the diversity of these, have been captured.
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B. Project Details

Project name

Hvalavirkjun

Country Iceland
Location At approximately 66°04' N; 21°45' W, in the Arneshreppur Municipality in the Vestfjords area
Purpose Hydropower generation

Developer / Owner

VesturVerk

Financer(s)

Financing is not finalised at the time of the assessment — financial close expected in 2026

Installed capacity (MW)

55

Construction start date (planned or actual) 2026 (planned)
Commercial operations date (planned or actual) 2030-31 (planned)
Annual average generation (GWh / year) 320

Associated infrastructure: road(s) (length)

36.3 km of roads using 33 ha of land. 11.4 km are new and/or improved access roads as far as Hvalarfoss, 24.9
km are roads within the project area (to dam sites etc.). Four bridges and/or culverts have to be constructed
over/past four rivers: Eyrara, Syrua, Hlsa and Hvala. The transmission component (the responsibility of
Landsnet) will add about 40 km of construction/maintenance road which may become a road open to the
public in the summertime (subject to the landowner’s consent).

Preparation

Transmission lines and sub-stations (names,

lengths and capacities)

Still in preparation, planning and EIA process. The immediate connection point will most likely be located near
the isafjordur fjord, with an extension to Kollafjérdur on the south side of Vestfjords.

Total cost (USD m)

Approximately 275 MUSD

Annual operating costs (USD m)

Estimated at 1% of CAPEX

Specific investment cost (USD m / MW) 5.0 MUSD/MW
Levelised energy cost (USD / kWh) Approximately 9 USc/kWh (85-95 USD/MWh)
Dam type Rockfill

Dam height (m)

22 (Rjukandastifla), 20 (Vatnalautastifla), 27 (Hvalarstifla), 8 (Dagverdardalsstifla), and 14
(Eyvindarfjardarstifla) metres

Dam length at crest (m)

150, 1 000, 750, 320, and 800, respectively

Units (number, type, MW)

2 x27.5 MW Francis

B. Project Details
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Reservoir area at Full Supply Level (FSL) (km?) The three reservoirs will cover 12.0 (4.3 km?, or 36%, of that is natural pre-project lake area)

Average net head at FSL (m) 304

Average flow (m3/s) 15.9 m3/s

Design flow (m3/ s) 20 m3/s

Load factor 66%

Number of physically displaced households 0

Power density (W / m?) Net added reservoir area is 7.7 km?2. 55 000 000/7 700 000 = 7.1

St i@ (2Coe /T N(?t calculated for the Hvald project at this stage. As the Power Density is > 5 W/m?, it is not necessary data for
this assessment.

. https://www.vesturverk.is/ (only in Icelandic). The majority owner of VesturVerk, HS Orka has an English-

Contacts / website i .

language web site at https://www.hsorka.is/en/

Preparation

B. Project Details Hydropower Sustainability Standard | 11
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Preliminary Project layout (From Feasibility Study by VesturVerk and Verkis, 2017). The design is subject to ongoing optimisation work.
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C. Performance against Minimum Requirements

There are no significant gaps at the minimum-requirement level.

Preparation
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D. Performance against Advanced Requirements

Sections
2
- : g
© he} Q -
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T c = o o = c o ) 2 =
cC ® ~ c © + - ° (] c O ()
c= |5 © S 2 o o o | P 9 o o
gz | 2 z | EQ e & 2 £ | =® 5 S &
gc |3 g |Zg | g |& z s |2 |E€c| & |58
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c o L =) i 9] c © c £ g 5 o o=
o £ 30 o] E 2 s 2 ., o S oo £ S S £
2 »n o © 17) n o= = S o S =
c o ©c O ; O ®© [J] Q2 G -g > o o QO wn T Q
w3 | 26 = & ° 2 = © © 2 1 s8 | d N 2 5
— < ~N O 1) < £ o) © »n ~ 0 o o = O — — © o
I
TOTAL NUMBER OF REQUIREMENTS 12 3 7 14 3 5 5 5 11 14 13 10 ‘3
Not Not 8
NUMBER OF REQUIREMENTS MET 9 3 7 13 © 3 © 4 10 13 12 10 A
Relevant Relevant
Not Not
PERCENTAGE OF REQUIREMENTS MET 75 100 100 93 60 80 91 93 92 100
Relevant Relevant
Note:
e A project must meet all Minimum Requirements on all relevant sections to achieve HS Certified label.
e To receive the HS Silver label, a project must meet all Minimum Requirements on all relevant sections AND meet at least 30% of the Advanced
Requirements on each relevant section.
e To receive the HS Gold label, a project must meet all Minimum Requirements on all relevant sections AND meet at least 60% of the Advanced
Requirements on each relevant section.
1 - Two advanced-level requirements are Not Relevant (referring to issues in the Not Relevant Section 5).
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E. Environmental and Social Action Plan (ESAP)

There are no significant gaps at the minimum-requirement level.

Advanced Requirements
Timeframe
Section | Requirement sought Action(s) Responsibility Indicator of achievement <12 12-24 >24
months | months | months
Broad considerations
1 ... risks and X
opportunities Continued communication and
The assessment is consultation with local stakeholders
1 based on dialogue and actions addressed according to Reduced level of opposition in the local X
with ..... and key potential issues raised. This in order to | VesturVerk / community, resulting in continued =
stakeholder groups mitigate the effects of the project on HS Orka support for the project by the Municipal =
Project siting and the local stakeholders (and Board. =]
1 design is optimal.... consequently the opposition to the X 8"
. —
Broad considerations project). A
4 ... communities and X
benefits...
A design change to include higher dams
Redesign of the project to include with a significant maintained reservoir
. . . . VesturVerk/HS .
Broad considerations | somewhat higher dams, allowing a Orka and volume at maximum drawdown (dead
6 ... risks and significant aquatic habitat to “survive” design storage), allowing a “survival volume” X
opportunities also at the end of the low-flow season consultants of water for aquatic biota to remain
in spring. until spring melting replenishes the
reservoirs.
6 Enhancement to pre- | Effectively unsolvable without entering into agreements on off-site enhancements such as Not relevant
project conditions biodiversity offsets.
. Enhancement to pre- Evaluate how environmental fact(?rs VesturVerk/HS Nurn.bfer of stakeholder engagement N
project conditions may affect cultural heritage and vice Orka activities (e.g., workshops, public
versa. Hold forums or workshops to forums) for heritage. Evidence of the

E. Environmental and Social Action Plan (ESAP) Hydropower Sustainability Standard | 15
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Advanced Requirements

Section

Requirement sought

Action(s)

Responsibility

Indicator of achievement

inform stakeholders about the project
and gather their feedback. Develop
plans for the preservation and
maintenance of the site during and
after the project. Implement
monitoring systems to assess impacts
throughout the project lifecycle,
allowing for adaptive management.
Organize events that celebrate and
promote local culture and heritage.
Systematically document feedback
received from stakeholders and how it
informs project planning

management and conservation
strategies developed and implemented
for the construction period. Frequency
of baseline and ongoing monitoring
reports generated. Participant
engagement levels and feedback on
awareness and appreciation of local
heritage. Amount of stakeholder
feedback documented and reviewed.

Visitor information centre developed at
the main camp site with cultural-
heritage-based content.

No unresolved

external governance

issues identified

Continued communication and
information to the community to
resolve at least the misunderstandings
regarding public spending, “subsidies”
to private companies etc.

Communication
Officer,
VesturVerk /
HS Orka with
support from
senior
management

The local opponents have focussed their
objections on valid impacts such as
wilderness aspects and construction-
period disturbances.

There is documentary proof to this
effect.

10

Communication and

consultation ....

processes ..... various
stakeholder groups

Support at the community-level
doesn’t mean that all community
members agree, but the developer
should seek broad consensus, and be
alert to opposition from groups within
the community.

Continued identification and

categorisation of stakeholder based on
their interests, influence and

Communication
Officer,
VesturVerk /
HS Orka with
support from
senior
management
and the
Municipal

Development if tailored communication
plans for each stakeholder group.
Implementation of feedback sessions
where stakeholders can voice concerns.

Consistent implementation of
communications events, based on
stakeholder, collated and reported.

Timeframe
<12 12-24 >24
months | months | months
X
X

E. Environmental and Social Action Plan (ESAP)

Hydropower Sustainability Standard | 16

Preparation



Hvalarvirkjun, 55 MW, Iceland

Advanced Requirements

Section

Requirement sought

Action(s)

Responsibility

Indicator of achievement

Timeframe

12-24
months

>24
months

<12
months

communication preference is of the
utmost importance.

Customised communication strategies,
with a specific strategy for each
stakeholder group responding to their
concerns, preferred channels of
exchange all the while ensuring
frequent and two-way communication
with clear feed-back channels.

Regular follow-up and analyses of past
communication efforts.

Board in
Arneshreppur

Establishment of multiple feedback
channels (e.g., surveys, suggestion
boxes).

Regular review meetings to assess
communications effectiveness.

11

Downstream flow
regimes represent an
optimal fit....

Effectively unsolvable

Not relevant

E. Environmental and Social Action Plan (ESAP)
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F. Abbreviations and Acronyms

CHA Cultural Heritage Agency

CIA Cumulative Impact Assessment

Ccp Construction Permit

CPI Corruption Perception Index (Index annually updated by Transparency International (transparency.org)

e equivalent — used when denoting emissions intensity for power projects to reduce all emissions to a comparable number according to
accepted standards

EEA European Economic Area

EFLA Given name to the consulting company, following a four-way merger

EIA Environmental Impact Assessment

ESG Environmental, Social and Governance

ESMP Environmental and Social Management Plan

EU European Union

FIDIC International Federation of Consulting Engineers (which issues a series of contract templates for use in procurement of goods and
services of various kinds)

g gram

GDP Gross Domestic Product

GHG Green-House Gas

GIIP Good International Industry Practice

GRI Global Reporting Initiative (a sustainability-reporting standard)

GRM Grievance Redress Mechanism

HPP HydroPower Project

IHF Icelandic Heritage Foundation

ILO International Labour Organization

IPCC Inter-governmental Panel on Climate Change

ISO International Organization for Standardization

km 1 000 metres

kWh kiloWatthours — 1 kWh is the energy generated by e.g. an HPP turbine of 1 kW installed capacity in 1 hour.

F. Abbreviations and Acronyms
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m metre

m.a.s.l. metres above sea level (altitude)

MW MegaWatt — 1 million Watts of (in this case) installed power-generating capacity of an HPP
N/A Not Applicable

NEA National Energy Authority

NGO Non-Governmental Organisation

NPA National Planning Agency

NVE Norwegian Water Resources and Energy Directorate

OHS (or OH&S) Occupational Health and Safety

RCP Representative Concentration Pathway (a kind of model scenario for use in climate-change modelling)
SDG Sustainable Development Goals (UN initiative)

SIA Social Impact Assessment

TCFD Task Force on Climate-Related Financial Disclosures

UN United Nations

w Watt, Sl unit for power

WFD Water Framework Directive (EU Directive)

F. Abbreviations and Acronyms
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Hvalarvirkjun, 55 MW, Iceland

1 Environmental and Social Assessment and Management

Scope and principle

This section addresses the assessment and planning processes for environmental and social impacts associated with project implementation and operation
throughout the area of impact of the project, the contribution of the project in meeting demonstrated needs for water and energy services, and the evaluation
and determination of project siting and design options. The principle is that environmental and social impacts are identified and assessed, and that avoidance,
minimisation and mitigation measures are designed and implemented.

Background

e Material mining, road construction, utility tunnels and canals will cause substantial impacts during construction — visible
geological formations that are considered unique or of high conservation value will not be disturbed, but several waterfalls in
the three project-affected rivers will be negatively affected (water will be diverted into tunnels), and a number of lakes will
be submerged in the reservoirs that will be created.
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e The main impacts on vegetation will be in the areas where the reservoirs will be created, roads and canals built, and where
material will be taken or piled. None of the wetlands are close to the size where special protection is mandated. The habitat

of birds will be reduced, but to a negligible extent.

e Somewhat-to-considerable negative effects are expected on the aquatic life of the lakes and rivers that will be affected by
Identify the main

environmental and social
issues during implementation

the power plant’s operations.

e The main archaeological effects are a number of cairns that will be put under water in the reservoirs and also along the new
and improved (widened) roads, where a number of old settlement remains have been identified.

e Traffic-related disturbances such as noise and dust during construction.

e The landscape will be affected, the planned project will be implemented largely on undisturbed land on the
Ofeigsfjardarheidi which is largely uninhabited wilderness.

e The impact on the Vestfjords region is expected to be positive as the additional power generation will help alleviate the
present unsatisfactory situation.

e Economic activity will increase in the project-affected community, leading to higher income for the local authorities, and
access to the Arneshreppur Municipality will be improved.
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However, not all community members and other stakeholders (such as NGOs advocating for the protection of all relatively
undeveloped areas) support the project, mainly quoting the loss of wilderness and the increased disturbance during
construction as their main arguments against the project.

The substantial temporary increase in population in the area due to the inflow of construction workers will put more strain
on the community’s infrastructure and services during the construction phase.

Identify the main
environmental and social
issues during operation

The negative impacts to undisturbed nature.

The improved/widened roads will improve access to the municipality, for the community as well as for tourists, which will
have a positive effect.

The increased income for the municipality from the property tax will have a positive effect.

Identify the environmental
regulator

Umhverfisstofnun (The Environmental Agency) in the Ministry of Environment, Energy and Climate is the regulatory agency.
Other expert agencies (e.g. Skipulagsstofnun —the Planning Agency — and other line agencies) are asked to review and comment
on the environmental impact assessment and development plans.

The Regional Environmental and Public Health Office grants operating permits related to food safety, environmental quality and
general hygiene issues.

Identify other regulators (e.g.
on land, water use, Indigenous
Peoples)

Orkustofnun (The National Energy Authority) issues the power plant permit

Summarise the ESIA
regulatory requirements

Iltem 3.02 in Annex 1 of Act no. 111/2021 on Act on Environmental Impact Assessment of Projects and Plans states: “...other
(includes hydropower) with an installed electric power of 10 MW or more” are always subject to an Environmental Impact
Assessment according to Article 5 of the law.

List the key license
conditions/voluntary
commitments

The National Energy Authority has the function to receive applications petitioning the Master Plan Committee to take power
plant options up for consideration.

A power plant permit is needed according to the Electricity Act no 65/2003.

Arneshreppur Municipality needs to grant a Construction Permit according to article 13 Planning and Building Act no.
123/2010 and a Building Permit according to Article 9. Act no. 160/2010 (the Construction Act) on structures. This needs to
be preceded by a permission from Minjastofnun (The Archaeological Agency) in accordance with The Act on Cultural Heritage
No. 80/2012.

A Work Permit needs to be issues by The Vestfjords Health Authority for power plants larger than 2 MW according to article 6
Act no. 7/1998 on Hygiene and Pollution Prevention.
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Hvalarvirkjun, 55 MW, Iceland

e A Work Permit from the Health Inspectorate also needs to be issues for temporary business operations in connection to
construction.

e A permit for the construction of buildings and laying down roads leading to fishing areas must be obtained from the
Directorate of Fisheries in accordance with Act no. 61/2006 on Salmon and Trout Fishing

Total environmental and social
costs in project development, | No costs estimated in the Environmental Impact Assessment (EIA).
including resettlement costs

The project-affected communities are all located within the Arneshreppur municipality. This is a very sparsely populated area
with a total of 54 inhabitants in the whole municipality. The Icelandic society at large is changing rapidly in response to
immigration from a largely homogenous one to more mixed, but this is not yet true in the project municipality of Arneshreppur.
Christianity is the main religion (however, the population is to a large extent secular).

Description of the non-
physical cultural heritage in

the project area L . . . . . . )
Much of the municipality’s area is almost entirely undisturbed nature. “Wilderness” is a very important concept to Icelanders in

general, clearly qualifying as a (non-physical) cultural-heritage aspect.

The Icelandic state’s energy needs are comprehensively planned by a multi-stakeholder forum called Rammaadaetlun (The Master
Plan for Nature Protection and Energy Utilisation).

The Master Plan work is governed by the law on Rammaadaetlun, which describes the holistic approach of the work. The work is
governed by a steering committee with 2 people from the environmental sector, 2 from the industry sector and 1 from local
government. Their role is as advisors to the Minister of Environment, Energy and Climate Change. The present committee is the
5% in order. Expert groups are established for environmental, social and economic aspects, and one for conflicts between user
groups. In total there are about 35 experts involved. There are some sources of funding for research to add background
knowledge to support their prioritisation process.
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Other relevant information

The law on Rammaaatlun does not require regionalised cumulative assessments.

Wind Power development, which is picking up speed in Iceland, is included in the Mater Plan’s work for any projects >10 MW.
Two projects have already been approved and 8 more are in the process. Many more are submitted to them for consideration.
However, offshore wind power is excluded by law from the Master Planning committee.
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

ASSESSMENT

Assessments of project
environmental and social N4
impacts

The Environmental Impact
Assessment (EIA) has been approved
by the National Planning Agency. The
assessment report in general met the
requirements of the law and
regulation on EIA both in

implementation and operation stages.

However, their review required some
additions that VesturVerk/HS Orka
have now conducted and submitted
to the Agency, which has approved
these as well.

Assessments address:

The assessment takes broad
considerations into account,
and both risks and
opportunities

VesturVerk/HS Orka has taken steps
to address broad considerations (as
evident from the redesigns that have
been conducted to meet
environmental considerations). The
recent reinitiating of the community
engagement and consultation has
shown substantial improvement in
comparison to the situation before
the project was stopped in 2020.
However, evidence from interviews
with representatives of the local
community shows that the work
initially did not cover all the aspects of
why some community members are

* project implementation v | Seeabove opposed to the project, such as
disturbance due to construction-
period traffic and the loss of
wilderness areas on Ofeigsfjardar-

] ] heidi. There is evidence that the issue
® project operation v | Seeabove will be addressed in design reviews
during 2025 but this is still too vague
to meet this requirement at the time
of this assessment.
e associated facilities v See above Two comprehensive social impact
: . X - assessments have been conducted by
The main cumulative impacts of this The social impact assessment . . . .
. . . the University of Akureyri, covering
project (a thing that was a concern of | incorporates assessment of v . .
L . . . impacts both on a regional and a
e cumulative impacts v the Environmental Agency during the | human rights

review of the EIA) mainly concern the
loss of wilderness area due to the

municipal level, the assessments show
a clear rights-based approach.

1. Environmental and Social Assessment and Management

Hydropower Sustainability Standard | 23

[
o
=
(1]
-
@
(o
(0]
~
Ay




Hvalarvirkjun, 55 MW, Iceland

Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

transmission lines that needs to be
built from Hvaldvirkjun to the nearest
possible connection point to the
existing grid (close to Kinnarstadir on
the southern coast of Vestfjords) and
the reservoirs, dams and diversions
for the project itself. The
Environmental Agency is worried that
a quarter of the undisturbed land in
the Vestfjords region will suffer
cumulative impacts mainly from the
transmission line which according to
Landsnet (the national transmission
company), can only be laid as an
underground cable part of the
distance, due to higher transmission
losses in cables.

There was no Cumulative Impact
Assessment (CIA) conducted in the
past impact assessments of the
project. Vesturverk have
commissioned a draft CIA to be
conducted, while a final one will have
to wait until the design and ESIA for
Landsnet’s transmission line is
finalised. The preliminary CIA reviews
cumulative impacts on:

e terrestrial ecosystems;

e landscape and wilderness;

e cultural heritage;

e water bodies and geological
formations;

1. Environmental and Social Assessment and Management
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Hvalarvirkjun, 55 MW, Iceland

Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

e climate;
e tourism and outdoor recreation;
e energy supply; and
e economic development, basic
services and infrastructure.
The study is comprehensive and its
main conclusions are that the
cumulative impacts of the two
projects will be both positive and
negative. Negative impacts are mainly
from disturbance of natural landscape
and reduction of wilderness areas,
with potentially permanent effects on
the area's appearance and the
experience of tourists seeking nature
and tranquillity. The projects will also
negatively affect water bodies due to
changes in flow. Positive impacts are
primarily from improved energy
security and grid connection,
increasing opportunities for economic
development and jobs. The energy
production supports the energy
transition, and increased municipal
revenue and economic benefits are
expected.

e role and capacity of third
parties v

HS Orka has clear demands on
contractors and sub-contractors
(stipulated in contracts) to follow
similar environmental and social

1. Environmental and Social Assessment and Management
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

policies as themselves, and there is a
board decision that these policies and
procedures will be transferred to both
VesturVerk, and the project site, once
implementation starts. The
government agencies and consulting
firms in Iceland are generally well-
functioning and has a high capacity to
deliver on their assigned
responsibilities and tasks. The
municipal boards in smaller
communities (such as in
Arneshreppur) can be a bit strained
when it comes to delivering on its
municipal responsibilities due small
populations and consequently lack of
people that wish to serve on the
board. This is an issue that also affects
project development in these
municipalities since projects need to
be integrated into the municipal
plans, however, this has not been an
issue in Arneshreppur.

e impacts associated with

The same procedures described above
are also applied to procurement and

expertise

primary suppliers v similar processes.

See also Section 9.
[ The assessment has been conducted
prepared using appropriate v by a local Icelandic consultancy firm

with long experience in conducting
ElAs for hydropower projects, the

1. Environmental and Social Assessment and Management
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

specific environmental and
archaeological studies have been
conducted by specific experts in each
of the applicable fields.

A baseline has been
established and well-
documented for the pre-

This requirement has been met by the
approval of the EIA and the

. - . v submission of the additional
project condition against . .
. . assessments required by The Planning
which post-project changes
Agency.
can be compared
There are differences of opinion
among Icelanders regarding whether
or not there really is a need to
develop additional power supply
(according to the available statistics See findings and observations for “The
from 2021 from the National Energy assessment takes broad
Agency, more than 77% of the power The assessment shows a considerations into account, and both
supply goes to large electricity- X hasi al and risks and opportunities” above.
intensive industries). Iceland has the S ro.ng emp tails ondsoaalla.n However, the attention paid by the
. 1 . environmental needs, policies . .
Assessment of needs for by far highest electricity generation and plans, includin thre) need developers in trying to address the
v per capita in the world at 54 000 pians, g v concerns of some of the local

water and energy services

kWh/person (2023, https://
ourworldindata.org/), almost twice
that of second-placed Norway.

On the other hand, there is a clearly
defined need to expand electricity
production in Vestfjords to supply
reliable and clean energy (electricity is
provided by diesel generators when
there is a shortfall from the national
grid).

for sustainable development
of the river basin and
integrated water resource
management

stakeholders and the ongoing
development of a Framework ESMP
does prove the developer’s strong
emphasis on resolving the situation,
meaning that this requirement is
considered to be met.

1. Environmental and Social Assessment and Management
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

Based on the Master Plan
(Hvalavirkjun is placed in the
utilisation category) and Landsnet’s
assessment and priorities for
Vestfjords (Landsnet’s Draft System
Plan for 2025-2034 is under public
consultation at the time of this
assessment), it is concluded that the
requirement for an assessment of the
needs for the energy services is met,
with the project ranking very high.

Assessment of options to
meet water and energy needs

Options to meet the energy needs in
Vestfjords has been assessed (such as
only strengthening the power grid —
this has been considered too costly by
Landsnet). Today’s option of using
diesel generators during periods of
insufficient supply is deemed
environmentally unsatisfactory (see
also Section 12). Other hydropower
and/or wind projects have also been
considered but would potentially also
have similar negative impacts on the
region as Hvalavirkjun (such as
Glamuvirkjun and Skdfnavatnavirkjun
that are both put in the hold category
of the Master Plan). Hvalavirkjun is,
therefore, a national priority (in
accordance with the Master Plan) and
the main regional priority to address
the power shortage.

1. Environmental and Social Assessment and Management
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

Assessment of national and

The project is put as a priority in the
Government’s Master Plan (put in the
utilisation category — meaning a go
ahead for the project). The Vestfjords
Development Organisation has this
project as a main priority to address
the power shortage in the region,

The assessment is based on
dialogue with government

The project is a clear priority of the
government (since it is put into the
utilisation category of the Master
Plan). This evaluation has involved
several experts from different fields.
In 2024 VesturVerk/HS Orka restarted
the dialogue with both governmental
stakeholders and community
stakeholders to address issues that

regional policies and plans . . . .
& P P v which would also serve to improve planners, policy makers and x these stakeholders might have.

relevant to those needs . . . .
the business environment (an key stakeholder groups However, the unresolved issues with
assessment from Landsnet has shown parts of the local community (a key
that the region is lagging behind the stakeholder group, see description
rest of Iceland, in terms of both above) still remain. There is evidence
development and salary levels, due to that the issue will be addressed during
the power shortage). 2025-26, but this is still too vague to

meet this requirement at the time of
this assessment.

There have been ongoing discussions
around how to handle issues such as
reduced environmental impacts of the
hydropower plant and community

Social and environmental considerations for a long time, many . . The optimisation process and

. . . . Options take into . . )
considerations, including of these have led to changes to the e sl considerations of environmental
regulatory considerations, priorities and even the design of the . . . aspects (as part of the licencing
v | river basin design and v .
have been analysed at an project. . review) shows that these aspects have
. L integrated water resources . . .
early stage in preliminary Options assessments are still ongoing R been taken into consideration. For

project designs and options

at the time of assessment, seeking to
further optimise the design for the
best possible combination of power
generation and reduced negative
impacts.

further details, see Section 11.

1. Environmental and Social Assessment and Management
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

MANAGEMENT

Environmental and social
management plans and

There was some framework
documentation available in the 2017
EIA about necessary mitigation, but a
comprehensive Framework
Environmental and Social
Management Plan (ESMP) was not

Even though the Framework ESMP is
not in place yet (being developed at

the time of this assessment), HS Orka
has shown evidence that they have a

quality, land disturbance and
rehabilitation

processes have been v developed. Such a plan is being . comprehensive management system
. ) Processes are in place to . .
developed developed at the time of this .. in place to anticipate and respond to
anticipate and respond to L .
assessment and, therefore, the lack of . v emerging risks and opportunities on
o . emerging risks and LT .
finalised plans and processes is » their existing projects. It has been
. opportunities e L
assessed as a non-significant gap, as verified (by decision of the two
the plan is on track to be developed boards) that these policies and
Plans address proiect procedures will be transferred to both
. . proj v See above VesturVerk and the project site once
implementation . .
implementation starts.
Plans address project
. proj v See above
operation
Plans have been prepared The plans are not in place yet and
using appropriate expertise v see above could therefore not be verified by any
(internal and external) Plans are embedded within third party, the lack of plans is a gap
an internationally recognised but considered a non-significant gap
environmental management v since there is still time for these plans
Plans address all key social system which is third party to be developed (and eventually third-
Rl el s v | seeabove verified, such as 1SO 14001 party verified as a part of the 1SO
certifications in place for the
company).
Plans address construction- Evidence is showing that HS Orka is
related waste, noise, air Independent review iting its fi
) ) v See above p v regularly auditing its finances and

mechanisms are utilised

management systems. It has been
verified (by decisions of both boards)

1. Environmental and Social Assessment and Management
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Hvalarvirkjun, 55 MW, Iceland

Minimum Requirements Advanced Requirements
Requirement is met: yes () or no (X¢) Findings and Observations Requirement is met: yes () or no ( X) Findings and Observations
Environmental and social that these procedures will be
impact assessment and key v See above transferred to both VesturVerk and
associated management plans the project site once implementation
are publicly disclosed starts.

The project design has been revised
based on both environmental and
social considerations (such as visual
and downstream-flow impacts) that
have been raised during consultations

An optimisation process has with various stakeholders.

been undertaken to assess Furthermore, there is also ongoing
the project siting and design v investigations for further optimisation
options of the project’s capacity to 82 MW by

adding another turbine (without
adding any more negative visual
impacts to the landscape, however,
the variability of the downstream
flows would be affected negatively).
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OUTCOMES

Environmental and social
plans avoid, minimise and
mitigate negative impacts

These plans have not been developed
in detail (see above). The lack of
finalised plans is seen as a non-
significant gap at the time of the
assessment as the plans are on track
to be developed.

Environmental and social
plans avoid, minimise,

mitigate and compensate
negative project impacts

The Framework ESMP is under
preparation at the time of this
assessment. There is every indication
from the drafts made available to the
assessors that these plans will be
comprehensive and compliant with
good international industry practice
(GIIP).

The strategic fit of the project
with needs for water and
energy services, and relevant
policies and plans can be
demonstrated

It has been demonstrated that there
is a need for the energy services of
this project (it has been put in the
utilisation category in the Master Plan
and it has not been ordered by the
Icelandic Parliament (Alpingi) to be
reassessed, even though this has been
requested by stakeholders). It can also
be demonstrated that the project fits
with the regional plans of stabilising
the energy grid of north-western
Iceland and the priorities of the
Vestfjords Development Organisation.
For further description see
“Assessment of needs for water and
energy services”

Plans provide for
enhancements to pre-project
environmental or social
conditions or contribute to
addressing issues beyond
those impacts caused by the
project

See above

The final project siting and
design has responded to
environmental and social
considerations

The project design has been revised
based on both environmental and
social considerations (such as visual
and downstream-flow impacts) that
have been raised during consultations
with various stakeholders. The project
design can therefore be considered to
have responded to these
considerations even if there are still

The project is one of the
priority options to address
demonstrated needs

The project is in the utilisation
category of the government’s Master
Plan and has remained as such even if
there has been requests to reassess
the project’s status. It is also a priority
project of the Vestfjords Development
Organisation

1. Environmental and Social Assessment and Management
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pending issues (see advanced
requirements).

The project can pay for social
and environmental plans and
commitments

The plans are not established yet, but
the developer has already shown
capacity to pay for early community-
related commitments in the
Arneshreppur Municipality, and
obligations in the agreement with
Landsnet for the development of the
transmission connection.

The final project siting and
design is.optimal with respect
to sustainability X
considerations for siting and
design

The project design has been revised
based on issues that have been raised
during consultations with various
stakeholders and appears near
optimal from a technical point of view
(with the exception of the dam height
issue — see Section 6). The socio-
environmental considerations are
under preparation at the time of this
assessment, with Landsnet’s
permitting process for the
transmission line ongoing the
preparation of the project’s
Framework ESMP as well as the work
on pre-construction work permits
(which need to contain consideration
of e.g. access-road alignment, noise,
dust etc.). However, the design
cannot be considered to be optimal
with respect to all sustainability
considerations at the time of this
assessment, meaning that this
requirement is not met.

List of significant gaps against Minimum Requirements

Number of Advanced Requirements met

There are no significant gaps against the Minimum Requirements.

9 out of 12 (75%)

Summary of findings and other notable issues

There is a debate in Iceland regarding whether there is really a need to expand the power supply even farther (according to the available statistics from 2021 from
the national energy agency, more than 77% of the power supply goes to energy-intensive industries). There is, however, a clear need to expand electricity

generation in Vestfjords to supply reliable and renewable energy (the un-serviced demand is presently provided by diesel generators) in support of both domestic
needs but also the existing and potential industrial demand.

1. Environmental and Social Assessment and Management

Hydropower Sustainability Standard | 33

[
o
=
(1]
-
@
(o
(0]
~
Ay




Hvalarvirkjun, 55 MW, Iceland

Summary of findings and other notable issues

Based on the priorities in the Master Plan and Landsnet’s assessment and priorities for Vestfjords, it is clear that this project is a priority. Based on this, the project
generally meets the minimum requirements of the standard (regulatory requirements are met and the necessary plans for the management system of the project
are being developed).

The Environmental Agency is worried that a quarter of the undisturbed land in Vestfjords will be affected by the cumulative impacts of the project (transmission
lines, other hydropower projects etc.) and the project’s past assessment work did not include a well-developed CIA. The developers have commissioned a CIA and
a draft report (which will be updated when Landsnet’s permitting process for the transmission line is finalised) was made available to the assessors. This meets the
minimum-level requirement.

There are some advanced-level requirements which relate to the ongoing opposition against the project in the community, where VesturVerk/HS Orka have
shown that there are ongoing communication processes to assess and address these issues, but there is no conclusive evidence as to how and when these issues
will be resolved. Examples of such community concerns are disturbance caused by increased traffic volumes during construction and the loss of wilderness areas.
These issues mean that 3 of the 12 advanced-level requirements are not met.

Relevant evidence =
Interview 1-8, 10, 12, 14, 15, 19, 21-25, 27-38 ‘%
Document 1-17, 19-49, 53-61, 63, 69, 70, 82-86, 91, 92, 96-100, 102-108, 117, 118, 124-135, 138, 139, 141, 144-150, 152, 158, 160-162, 177, 180, 186- b

188, 194-196, 199, 201, 203, 204 and 215-226 §"
Photo 1-28 A
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2 Labour and Working Conditions @

Scope and Principle

workers are treated fairly and protected.

This section addresses labour and working conditions, including employee and contractor opportunity, equity, diversity, health and safety. The principle is that

Background

Labour requirements during
implementation (full-time equivalent)

350 over the estimated construction time of 2.5-3 years

Labour requirements during operation
(full-time equivalent)

At least one full-time employee and potentially some secondary jobs in the district in connection to maintenance projects

Applicable key human resources
regulations

The Labour Code, The Act on Working Terms and Pension Rights Insurance, No 55/1980

Applicable key occupational health
and safety (OH&S) regulations

Act on the Working Environment, Health and Safety in Workplaces, No. 46/1980

Regulation No. 785/1999 on work camps; No. 798/1999 on sewers and sewage; Rules on Working Conditions, Health and
Safety Measures at Construction Sites and Other Temporary Construction No. 547/1996; Regulation No. 920/2006 on the
organisation and implementation of occupational health and safety activities in workplaces.

Law no. 7/1998 on hygiene and pollution prevention.

Identify the regulator for labour law
and OH&S

The Labour Code is under the auspices of the Ministry of Social Affairs, which is ultimately responsible for this function of
the government.

This responsibility is mainly executed by two agencies, Vinnumalastofnun (The Directorate of Labour) whose principal
role is to assist persons seeking employment as well as organising positive labour market actions, and Vinnueftirlitid (The
Administration of Occupational Safety and Health) is the primary regulatory agency responsible for enforcing safety and
health laws in Iceland. There are regional offices that handle the local monitoring and inspections (in Isafjordur for the
Vestfjords Region) to ensure compliance with the regulations.

Other relevant information

N/A
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

ASSESS

MENT

Assessment of human
resource and labour N4
management requirements

The Environmental Impact Assessment
(EIA) covers these issues and meets
the requirements of the legislation for
licensing.

The assessment takes broad
considerations into account,

The EIA itself does not take broad
considerations into account but
procedures in place at HS Orka shows
that these considerations are taken
into account for their projects. These

) . v assessments are mainly done by the
The_assessment.mcludes and both .rI.SkS and contractor(s) hired by HS Orka. Since
PElEE] occ'upatlonél health V4 See above opportunities there is ample time available to
and safety issues, risks, and address these aspects before the start
Mianasementimeastifes of construction, this requirement is

considered as on track to be met.
MANAGEMENT
No project specific plans are in place
(except the framework from the EIA).
Human resource and labour The Framework ESMP is being
management policies, plans developed at the time of this
and processes have been v assessment, and there is a firm
developed for project commitment from the developers that The project’s management plans are
implementation these plans will, at a minimum, be being developed (see left and above).
equal to those of HS Orka, which fully Evidence shows that HS Orka has very
meet this requirement. Processes are in place to comprehensive policies and processes
Human resource and labour anticipate and respond to v in place to anticipate and respond to

management policies, plans
and processes have been v
developed for project
operation

See above

These plans cover all labour
management planning
components, including those v
of contractors, subcontractors
and intermediaries

See above

emerging risks and
opportunities

emerging risks and opportunities for
its general operations and similar
projects, it is expected that similar
policies, plans and procedures will be
implemented for this project as well.

2. Labour and Working Conditions
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

ouTC

OMES

There are no identified
inconsistencies of labour
management policies, plans
and practices with
internationally recognised
labour rights

Iceland has ratified all 10 of the
International Labour Organization’s
(ILO) fundamental conventions and all
4 of the priority governance
conventions and HS Orka’s policies,
plans and practices are fully aligned
with Icelandic regulations. The project-
specific plans are not in place yet.
Given the evidence from previous
project developments, this lack of
finalised plans is seen as a non-
significant gap at the time of the
assessment as the plans are on track
to be developed.

Labour management policies,
plans and practices are
demonstrated to be v
consistent with internationally
recognised labour rights

HS Orka has recently been audited
according to ISO 45001 and was
recertified which, together with their
best-practice HR management
systems, demonstrate that their
labour management policies, plans
and practices are consistent with
internationally-recognised labour
rights.

As the two boards (HS Orka and
VesturVerk) have decided to apply HS
Orka’s management system to the
project, this requirement is assessed
as met.

List of significant gaps against Minimum Requirements

Number of Advanced Requirements met

There are no significant gaps against the Minimum Requirements.

3 out of 3 (100%)

Summary of findings and other notable issues

Since the project is still at a fairly early stage of development, project-specific management plans and associated documents have not been finalised yet. The EIA
assesses the conditions that are required according to the Icelandic law but is quite limited in its scope, by international standards. However, since there is still
time to develop the necessary plans (will only be done by the contractor, supervised and approved by VesturVerk/HS Orka and in response to the Framework
ESMP now being developed), the minimum requirements of the standard are met. When it comes to the advanced requirements, evidence has shown that HS
Orka has very comprehensive policies, plans and processes to anticipate and respond to emerging risks and opportunities for its general operations on similar
projects (which the recent ISO 45001 audit has shown), and since there is a board decision within both HS Orka and VesturVerk that these policies and plans will
be transferred to the project, the advanced requirements are on track..

Relevant evidence

Interview

1,7,12,13, 16, 18, 36, 38
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Document 2,3,4,58,64-72,81-90, 102, 109-115, 126, 127, 144-146, 152, 159-162, 215 and 216

Photo none
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3 Water Quality and Sediments s

Scope and Principle

This section addresses the management of water quality, erosion and sedimentation issues associated with the project. The principle is that water quality in the
vicinity of the project is not adversely impacted by project activities, and that erosion and sedimentation caused by the project are managed responsibly and do
not present problems with respect to other social, environmental and economic objectives.

Background
Water Quality

The Hvala and Eyvindarfjardara rivers are described (Icelandic Met Office, https://vatnavefsja.vedur.is/) as having high
ecological status for all identified subsections, river segments and lakes alike, and with no pressures active upon them.
The chemical status is listed as Unknown, but the water samples taken as part of Hvalavirkjun’s project preparations
indicate Class | status, the highest status, according to the Icelandic standards.

Description of water quality The EU Water Framework Directive classification (ongoing process) will in most likelihood classify the Rjukandi, Hvald and
Eyvindarfjardara rivers as having high ecological status (as they are presently in a natural state down to only a few
hundred metres before their outflow into the Arctic Ocean), and as having good physical and chemical status (again,
almost entirely undisturbed by human activities).

Note that the impacts to the ecological status is covered under Section 6.

Preparation

Key water-quality issues None

Main influences on water quality None at the moment

Sedimentology

None. There is very low influence from glacial runoff. <8% of the catchment area of the Eyvindarfjardara sub-unit are
Key sediment issues covered by glaciers, even if the Drangajokull glacier is located immediately to the west and north-west of the project-
affected area. Hvald and Rjukandi have no glacial influence at all.

Not known, but very low with numerous small lakes in the catchment which, in spite of their significant size in

Sediment load (tonnes/year . . L
( e comparison to the throughflow, show no apparent sedimentation issues.

Catchment area at the dam There are several dams. The project’s total catchment area at the intake is 191 km?.
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Other relevant information

The project is located in a nearly pristine, remote area of north-western Iceland. This means no pre-project
environmental loads on the rivers and lakes except very little from local landowners and the few tourists passing through
in the summer months, and all that in the last 200-400 metres up from the outflow into the Arctic Ocean.

Law 36/2011 on water management protects water and aquatic ecosystems and Law 796/1999, with later changes,

regulates pollution of water sources.

Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes (&) or no ( X¢)

Findings and Observations

ASSESSMENT

Water quality issues
assessment

The EIA was surprisingly weak on
water quality, presumably based on
the (reasonable) assumption that
Icelandic rivers in the project’s
location will have no pollution at all.
However, this still requires a baseline
against which to monitor.

Given the ongoing work to address
both the EU Taxonomy and Water
Framework Directive requirements,
the project has started thorough
baseline data collection in April 2024
which will continue over the following
years.

Erosion and sedimentation
issues assessment

Given the very scarce overburden in
the catchment, erosion and sediment
entrainment will always be extremely
low. Suspended sediment
concentrations are now measured as
part of the water-quality monitoring
and are, as expected, very low.

Identification of erosion and
sedimentation impacts that v
may be caused by the project

The only foreseeable erosion-inducing
activities by the project will be related
to the construction phase and the

The assessment takes broad
considerations into account,
and both risks and
opportunities

The EU-related work on monitoring
conducted during the spring of 2024
(at approximate minimum flow in the
rivers) at 4 sampling locations and for
no less than 42 water-quality
parameters lays a solid foundation for
future monitoring and corrective
measures (if augmented with high-
flow data) , if negative impacts were
to develop.

The express need for the project to
abide by both Taxonomy and Water
Framework Directive (WFD)
requirements is a guarantor for broad
considerations as well as a risk-based
approach with appropriate indicators
monitored.

Preparation

3. Water Quality and Sediments
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

unavoidable disturbances of the
riverbed and movement of
construction materials. Given the
small volumes involved,
sedimentation issues at problematic
levels are highly unlikely to occur.

Identification of erosion and
sedimentation issues that N4
may impact on the project

Assessed but no such issues
identified.

An understanding of the
sediment load and dynamics v
for the affected river system

This issue is almost irrelevant in the
Rjukandi, Hvala and Eyvindarfjardara
as the sediment load is so low as to be
negligible. There is no or very little
glacial runoff feeding the rivers (and
only into Eyvindarfjardara) as only a
minute section of Drangajokull is
located in the project’s overall
catchment.

MANAGEMENT

Plans and processes to
address identified water
quality issues have been v
developed for project
implementation

Project implementation is planned for
no sooner than 2026. Appropriate
plans (mainly dealing with
construction management of
sediment entrainment) will be
developed during the later parts of
the project-preparation period, based
to a large extent on the additional
data being collected and
consideration of the final design of,
most importantly, the road
alignments. To develop such plans at
this stage would be inappropriate.

Processes are in place to
anticipate and respond to
emerging risks and v
opportunities for water
quality

There is ample time to address the
finalisation of these processes
between a potential investment
decision and the start of construction.
The critical period for potential
emerging risks is the construction
period. The potential for
opportunities in this aspect are close
to zero, given the very high status of
the baseline water quality.

Plans are being developed and will be
finalised before the planned start of

Preparation

3. Water Quality and Sediments
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Minimum Requirements Advanced Requirements
Requirement is met: yes () or no (X¢) Findings and Observations Requirement is met: yes () or no ( X) Findings and Observations
The lack of finalised plans is, construction in 2026, meaning this
therefore, seen as a non-significant requirement is on track to be met.

gap at the time of the assessment, as
the plans are on track to be
developed.

Project operation is planned for 2030-
31. Operation-phase plans will be
developed during the construction

Plans and processes to period, based to a large extent on the
address identified water additional data being collected and
quality issues have been v experiences gained. To develop such
developed for project plans at this stage would be
operation inappropriate and likely miss most

issues which will prove relevant
nearer to the project’s
commissioning.

Preparation

Plans and processes to
address identified erosion
and sedimentation issues v See above for water quality. . See above. Sedimentation during
have been developed for Pro.cc?sses cli@ I 2 normal operations would not affect
project implementation EITHE R EIne. (EHReHE the project’s operational capacity for

STETE 6 £l v many hundreds of years, possibl
Plans anf?l pr0F§SSES tO' OEPORILITHIES Lol Gresie i thou\gands As suchythis ;ep uirerr:/ent
addressildentlfu‘ed e‘r05|on ' sedimentation ' . q
and sedimentation issues v See above for water quality. is not relevant.

have been developed for
project operation

OUTCOMES
Plans avoid. minimise and The f hat th . i h Detailed water-quality management
miticate ne’ ative water € a:ct t_ aht th € pI’OJ.eCt wi av]:a LO plans are being developed as
gate Neg - v comply with the reqwrements.o the Plans avoid. minimise v described above. This requirement is,
quality impacts arising from EU Taxonomy and the WFD will z 5 heref idered to b K
project activities guarantee that this requirement is to be met
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

met. See also Section 6 for the
ecological aspects of this.

negative water quality
impacts

Plans provide for
enhancements to pre-project
water quality conditions or
contribute to addressing v
water quality issues beyond
those impacts caused by the
project

This requirement is irrelevant at
Hvalavirkjun as the pre-project water
quality is so high as to be impossible
to improve, and the project is highly
unlikely to cause any significant
negative water-quality impacts.

Plans avoid, minimise and
mitigate erosion and

These plans are not yet finalised. The
construction phase is the only critical
one in this respect, and plans will be
developed as an integral part of the
contractor’s ESMP, based on the
developer’s Framework ESMP (under

Plans avoid, minimise,
mitigate and compensate

sedimentation issues that
may impact on the project

only Eyvindarfjardara) as only a
minute section of Drangajokull is
located in the project’s overall
catchment.

: L - v development at the time of this erosion and sedimentation v See to the left.
sedimentation issues arising ) . .
i > assessment). issues arising from project
from project activities o . L
The lack of a finalised plans is, activities
therefore, seen as a non-significant
gap, as the plans are on track to be
developed. before the start of
construction.
This issue is almost irrelevant in the Plans provide for 1I-Ihlsl te.qE!remen'Lls |rreleva.nt at
Rjukandi, Hvald and Eyvindarfjardara enhanrc):ements to bre-proiect vadaT\/_lr Jun as the prg—prgje}ft
Plans avoid, minimise and as te sgiment load is so low as to be erosion and sedimZntaFicioL COl’l_ ltIO.nSrjl’EISO g?(lz |an e
mitigate er(,)sion and negligible. There is no or very little conditions or contribute to p_rOJiFt o V - ZV o CaU.SE o
& v glacial runoff feeding the rivers (and v significant erosion/sedimentation

addressing erosion and
sedimentation issues beyond
those impacts caused by the
project

impacts at all. Given that the project is
implemented in a near pristine
environment in terms of water quality
and sediment transport, any

Preparation

additional measures directed at
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Minimum Requirements Advanced Requirements

Requirement is met: yes () or no (X¢) Findings and Observations Requirement is met: yes () or no ( X) Findings and Observations
erosion and/or sediment transport
could disturb the natural state of the
high-altitude tributaries and lakes
feeding the project’s reservoirs.

List of significant gaps against Minimum Requirements Number of Advanced Requirements met

There are no significant gaps against the Minimum Requirements. 7 out of 7 (100%)

Summary of findings and other notable issues

Some water-quality assessments were carried out as part of the EIA but, likely as a result of the rivers’ pristine state, it appears as if little attention was paid to the
issue. There is comprehensive assessment work going on at the time of this assessment, mainly in order to comply with the EU directives on Taxonomy and Water
Framework. These will provide a very comprehensive baseline against which future monitoring can be implemented. Since construction is not planned to begin
until at least the summer of 2026, and operations not before 2030-31, most of the plans and processes to be developed before the end of the Preparation Stage
are obviously still not finalised as they will be parts of the Lead Contractor’s Environmental and Social Management Plan (ESMP), based on the Owner’s Framework
ESMP, in accordance with international best practice.

With good plans and processes followed diligently by the contractor under the Owner’s supervision, physical and chemical water-quality aspects are highly unlikely
to cause any problems to the project or result in significant impacts from the project.

Preparation

Relevant evidence

Interview 1,2,7,14, 21, 23, 25, 36, 38
Document 2-4,16, 17, 20-23, 32, 36, 46, 58, 91, 92, 96-101, 124, 152, 192 and 215-219
Photo 1,4,8,9,612,13, 14, 15,18
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4 Community Impacts and Infrastructure Safety

Scope and Principle

This section addresses impacts of the project on project-affected communities, including economic displacement, impacts on livelihoods and living standards,
public health impacts, and impacts to rights, risks and opportunities of those affected by the project. This section also addresses project benefits and infrastructure
safety during project preparation, implementation and operation. The principle is that livelihoods and living standards impacted by the project are improved
relative to pre-project conditions for project-affected communities, and that life, property and community assets and resources are protected from the
consequences of dam failure and other infrastructure safety risks. This section does not address requirements that relate to physical displacement or to
Indigenous Peoples, which are addressed in Section 5 and 7. Other interested parties and groups are addressed in Section 10.

&
Background ‘c;u'
Community Impacts and Benefits ‘3_'
Description of project-affected The affected community is the Arneshreppur municipality in the Vestfjords region. The municipality has only around 50 ,f":
communities and how they are registered inhabitants and is Iceland’s smallest. The Icelandic Government’s policy is to join municipalities such that none
affected (distinguish between has less than 1 000 people, not an easy task in sparsely populated rural regions of the country where this would mean the
physically displaced (addressed in merger of many present municipalities.
Section 5), economically displaced and | There are no people living directly downstream of the dams and consequently no risk to lives due to dam failure. The
other project-affected communities main impacts are instead related to disturbance during implementation (noises, pollution and dust from construction
and include estimated number of traffic that will pass nearby houses in the municipality) and the loss of undisturbed wilderness (loss of wilderness areas
people and households) are covered under topic 1 and 6).

Ministry of Infrastructure and Skipulagsstofnun (The National Planning Agency), Ministry of Food, Agriculture and
Fisheries (Land Reclamation) through Land og Skégur (The Land and Forest Institution).

Agencies relevant to livelihood Land og Skdgur, VesturVerk/HS Orka, The Icelandic Road Authority, Landsnet, Vestfjardastofa (The Vestfjords Regional
restoration and project benefits Development Office), Orkubu Vestfjarda (the electricity distribution company in Vestfjords)

Agencies relevant to land acquisition

Infrastructure Safety and Public Health

Type of dam Earth-fill dams
Dam height (m) 22,20,27,8and 14
Probable maximum flood (m3/s) Not relevant in this project
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Design flood (expressed as estimated
flood with return period)

307 m3/s in Vatnalautaldn, 105 m3/s in Eyvindarfjardarlén and 125 m3/s in Hvalarlén, 1000-year return period
(consequence class 1 according to the Norwegian dam safety guidelines that have been used).

Spillway capacity (m3/s)

307 m3/s in Vatnalautaldn (split into two equally sized spillways in two different locations that both diverts the flow into
Rjukandi (another creek to the south)), 105 m3/s in Eyvindarfjardarlén and 125 m3/s in Hvalarlon.

Spillway crest elevation (m.a.s.l.)

348 m.a.s.l. (Vatnalautaldn), 315 m.a.s.l. (Eyvindarfjardarlén), 315.3 (Hvalarlén)

Headrace length (m)

3 000 m headrace tunnel (100 m steel pipe)

Headrace width (m)

4.5%45m

Headrace capacity (m3/s)

20 m3/s

Volcanic activity is high in Iceland with considerations always having to be taken for projects, however, this project is

Seismicity . . L .
located in a part of the country with very low seismic activity.
Continuous homogeneous stratigraphic rock from Tertiary Age with noticeable faults and cracks in the landscape at
Hvala. Frost-weathered rock on mountain slopes is abundant, but it is rather poor in material. As a result, the basalt
Geology layers become a clear and prominent feature in the landscape and the same can be said about the faults and cracks.

Sediments are found only in existing rivers and in their estuaries. There is almost no soil above 200 m.a.s.l., and below
that level it is thin.

Dam safety regulatory authorities

There is no dam safety regulator in Iceland

Local presence/capacity of emergency
services

There is a local emergency unit in Arneshreppur with the capacity to respond to immediate needs in the case of incidents.

In the case of more severe incidents, help can be received from well-functioning emergency services at regional and
national levels.

Potential safety risks in this context

Dam break, the dams are categorised in consequence class 1 (low impact, no people at direct risk) according to the
Norwegian Water Resources and Energy Directorate’s (NVE) safety regulations

Degree of risk of dam failure and in
what way

Low according to the EFLA review (the dam safety assessment that is ongoing by Verkis will describe this further). Iceland
has a lot of seismic activity, but the north-western part of the country is one of the more stable parts.

Population at risk of dam break
(locations, numbers)

None

Dam safety standards followed

There are no Icelandic dam safety standards, Norwegian Dam Safety Standards (developed by NVE) are used

Agencies relevant to dam safety

The Civil Protection Agency, The Public Health Authority Vestfjords

Other infrastructure safety issues

None

Description of key public health issues

The only identified public-health issue related to the project would be the noise and dust associated with construction
traffic. Furthermore, the limited access to public-health services in the municipality could potentially be an issue during
construction when the increased workforce would put a strain on the municipal services.
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Agencies relevant to public health

safety in general in Iceland

Department of Health or Department of Public Health and Science (Ministry of Health) — Health Care
Vinnueftirlitid (The Administration of Occupational Safety and Health) — responsible for the occupational health and

The Public Health Authority in Vestfjords — responsible for monitoring and licensing of permits in the region.

Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

ASSESSMENT

Community Impacts and Benefits

An assessment of issues
relating to project-affected v
communities

The Environmental Impact
Assessment (EIA) and the following
assessments (such as the Social
Impact Assessment on both municipal
and regional level by the University of
Akureyri) that have been conducted
since the finalisation of the EIA have
assessed issues relating to project-
effected communities.

This assessment utilised local

All the project-related assessments
have been conducted by Icelandic

the project through additional
benefits and/or benefit
sharing strategies

v experts and local community
knowledge
members have been consulted on
various topics throughout the process.
VesturVerk/HS Orka has done an
An assessment of .
. . assessment of opportunities to
opportunities to increase the .
. increase the development
development contribution of N .
v contribution of the project where

potential projects are listed, these
have been communicated and
consulted with the local community.

The pre-project baseline
against which delivery of v
benefits can be evaluated

The pre-project baseline was
established as part of the EIA and
SlAs.

The assessment takes broad
considerations into account,
and both risks and
opportunities relating to
project-affected communities
and project benefits

HS Orka has initiated a comprehensive
work to assess the project-affected
communities’ situation and how the
project can benefit them, however,
evidence from interviews with
representatives of the local
community shows that the work has
not covered all the aspects of why
some community members are
opposed to the project (see above
under Section 1). The loss of
wilderness areas is covered under
Sections 1 and 6.

While significant efforts are under
way to address the key project
community-related risks (including a
comprehensive Communication and
Consultation Plan), the lack of
conclusive evidence that all risks are
addressed to the extent possible
means that this requirement is not
(yet) met.

Preparation
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

post-project is well-
documented

Infrastructure Safety and Public Health

An assessment of dam and
other infrastructure safety
risks during project v
preparation, construction,
and operation

This has not been assessed at the time
of the assessment and, therefore,
constitutes a gap, however, this is
considered a non-significant gap since
there is evidence that there is an
ongoing process to address this
(VesturVerk/HS Orka has assigned
Verkis to assess the dam safety risks
as a part of the ongoing design
review).

This assessment was
conducted using appropriate v
expertise

The local consultancy firm Verkis (one
of the largest in Iceland) has received
the assignment by VesturVerk/HS
Orka, and the work is under way.

The assessment takes broad
considerations into account,
and both risks and v
opportunities relating to
infrastructure safety

The assessment has not been done at
the time of compiling the report, but
this requirement is assessed as on
track to be met, since there is an
ongoing process to address it.

Public health issues
assessment

This was conducted as part of the EIA.

This assessment includes
public health system
capacities and access to
health services

The EIA concludes that the access to
health services in Arneshreppur is
very limited. A doctor visits on a
monthly basis and the closest health
facility is in Hélmavik, 1-2 hours away,
depending on location in
Arneshreppur. This would, therefore,
be something that needs to be
addressed during implementation of
the project (with an estimated 350
full-time employees present in the
area —a 700% increase of the
summer-period population).

The assessment takes broad
considerations into account,
and both risks and v
opportunities relating to
public health

The ongoing communication and
consultation process that aims to
address the concerns and wishes of
the community has assessed and
started to address some of the
community’s concerns but not all.
Noise and dust caused by
construction-related traffic is the key
one in terms of public health. Work is
ongoing in conjunction with
applications for pre-construction work
permits, which will address these
concerns and alleviate the risks. The
requirement is, hence, considered as
on track to be met.
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

The added complication that the road
to the municipality is not cleared of
snow during the winter months makes
the airport and harbours important
entry point for healthcare and
emergency staff.

This assessment has
considered health needs,

developed for project
implementation that

. . . See above
issues and risks for different v
community groups
MANAGEMENT
Community Impacts and Benefits
The Framework ESMP is being
Management plans and developed at the time of this
processes for issues that assessment. The lack of finalised plans
affect project-affected v | is considered a non-significant gap as VesturVerk/HS Orka has initiated a
communities have been the start of construction is at least comprehensive communication and
developed one year away, and the plans are on consultation programme in the local
track to be developed. community to anticipate and respond
Processes are in place to to emerging risks and opportunities
These plans and processes .. . .
. o anticipate and respond to relating to project-affected
include monitoring L . . .
- v See above emerging risks and communities and project benefits.
procedures, utilising local i . v . )
. - opportunities relating to This aspect, along with the overall
expertise when available . . . . e
project-affected communities attention to risks and opportunities, is
If there are for.mal _ and project benefits described under Section 1 above and
I Pr.OJeCt_ v See above the conclusion is the same here, the
affected.comr.nunltles, these requirement is met through the
are publicly disclosed overall management processes in
Project benefit plans and place at VesturVerk/HS Orka.
processes have been v See above

Preparation
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Minimum Requirements Advanced Requirements

Requirement is met: yes () or no (X¢) Findings and Observations Requirement is met: yes () or no ( X) Findings and Observations

incorporate additional benefit
or benefit sharing
commitments

Project benefit plans and
processes have been
developed for project

. . v See above
operation that incorporate
additional benefit or benefit
sharing commitments
Commitments to project
proj v See above

benefits are publicly disclosed

Infrastructure Safety and Public Health

As stated for many requirements
above, the preparation of a
Framework ESMP is ongoing at the

Preparation

VesturVerk/HS Orka has shown

Dam and other infrastructure time of the assessment, making the ’ ;

safety management plans and lack of finalised plans a non- evidence that they haye arigorous

processes have been v | significant gap. In addition, the management system in place to _

developed for project updated, clear and concise, Processes are in place to anticipate and r.espond to emerging

implementation Communication and Consultation Plan | anticipate and respond to mfrastructt_;rg risks a.nd opportunities
in combination with the Framework emerging infrastructure v on ’Fhelr emstmg PrOJects. It has been
ESMP means this requirement is on ST BT e verified (by decision of the board) that

these policies and procedures will be

track to be met
transferred to both VesturVerk and

Dam and other infrastructure the project site once implementation
safety management plans and starts.

processes have been v See above

developed for project

operation

These plans have been v See above Plans provide for public safety v As stated for many requirements
developed in conjunction measures to be widely above, the preparation of a
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

with relevant regulatory and
local authorities

Plans provide for
communication of public v
safety measures

See above

communicated in a timely and
accessible manner

Framework ESMP is ongoing at the
time of the assessment. The updated
Communication and Consultation Plan
will combine with the Framework
ESMP to meet this requirement.

Emergency response plans
include awareness and
training programmes and v
emergency response
simulations

See above

Dam safety is independently
reviewed

See above

Emergency response plans
are independently reviewed

See above

Plans and processes to
address identified public
health issues have been v
developed for project
implementation

See above

Plans and processes to
address identified public
health issues have been v
developed for project
operation

See above

Processes are in place to
anticipate and respond to
emerging public health risks
and opportunities

See above

OUTCOMES

Community Impacts and Benefits

Plans provide for livelihoods
and living standards impacted v
by the project to be improved

No project-specific plans are in place
(except the framework from the EIA)
but a Framework ESMP is being
developed at the time of the
assessment. The lack of finalised plans
is considered a non-significant gap at

Plans provide for livelihoods
and living standards that are
impacted by the project to be v
improved with the aim of self-
sufficiency in the long-term

As stated for many requirements
above, the preparation of a
Framework ESMP is ongoing at the
time of the assessment.

The aim of self-sufficiency will

Preparation

undoubtedly be helped by the
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

the time of the assessment, as the
plans are on track to be developed.

increased tax revenue for the
municipality.

Plans provide for economic
displacement to be fairly
compensated, preferably

The project contributes to
addressing issues for project-

VesturVerk/HS Orka is, through its
communication and consultation
programme in the community,
working on assessing the community’s

health impacts arising from
project activities

Framework ESMP is ongoing at the
time of the assessment, hence the

D v See above affected communities beyond v s . -
through provision of . . priorities when it comes to finding
impacts caused by the project . .
comparable goods, property itself projects that can contribute to the
or services community’s benefit (beyond the
project-related benefits).
. . Plans deliver significant and
Plans deliver benefits for . g. See above, plans are under
. sustained benefits for .
communities affected by the v See above A v development, meaning the
. communities affected by the . .
project . requirement is on track to be met.
project
Infrastructure Safety and Public Health
VesturVerk/HS Orka has shown
. e . evidence that they have a rigorous
No project specific plans are in place .
management system in place to
(except the framework from the EIA). .. .
.. . ), anticipate and respond to emerging
This is considered a non-significant . . . .
. g 2. Plans contribute to risks and opportunities on their
. o gap since there is still time to . . . . .
Plans avoid, minimise and . addressing safety issues existing projects when it comes to
Y . v establish these before . v ; e
mitigate safety risks . [ beyond those risks caused by safety issues. It has been verified (by
implementation, and a dam-safety L L
N the project itself decisions of both boards) that these
assessment with relevant plans and . .
rocesses for safe operation is under policies and procedures will be
\F/)va P transferred to both VesturVerk and
v the project site once implementation
starts.
Plans avoid, minimise and As stated for many requirements Plans avoid, minimise,
mitigate negative public i mitigate and compensate
8 8 p v above, the preparation of a g p v See above

negative public health
impacts

4. Community Impacts and Infrastructure Safety
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Minimum Requirements Advanced Requirements

Requirement is met: yes () or no (X¢) Findings and Observations Requirement is met: yes () or no ( X) Findings and Observations

lack of a finalised plan is assessed as a | Plans provide for
non-significant gap, as the plans are enhancements to pre-project
on track to be developed. public health conditions or
contribute to addressing v See above
public health issues beyond
those impacts caused by the

project
List of significant gaps against Minimum Requirements Number of Advanced Requirements met
There are no significant gaps against the Minimum Requirements. 13 out of 14 (93 %).

Summary of findings and other notable issues

The project has conducted a satisfactory assessment of the community impacts and infrastructure safety issues to meet the minimum requirements of the
standard (regulatory requirements are met, assessments not in place have been shown to be ongoing, and there is still plenty of time to develop the necessary
plans for the management system of the project).

While significant efforts are under way to address the key project community-related risks (including the recent development of a new comprehensive
Communication and Consultation Plan), the lack of conclusive evidence that all risks are addressed to the extent possible means that one advanced-level

Preparation

requirement is not (yet) met.
It should be noted, however, that a considerable amount of work on management plans which can satisfy a clear majority if the community members remains to
be addressed in the time between a definitive decision to take the project forward, and a possible start of construction.

Relevant evidence

Interview 1-4,6,7,14,15,17,19, 21, 22, 26-38

Document 2-6, 8, 14, 16-18, 20-22, 24, 30, 32-34, 42-45, 58, 61, 91, 93-96, 98, 105-108, 113, 115,117, 118, 126, 127, 152,177, 178, 180-182, 187, 188,
201, 207, 208, 215 — 218,220 - 223 and 225

Photo 11
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5 Resettlement

Scope and Principle

This section addresses physical displacement arising from the hydropower project development. The principle is that the dignity and human rights of those
physically displaced are respected; that these matters are dealt with in a fair and equitable manner; and that livelihoods and standards of living for resettles and
host communities are improved. This section does not address those that are only economically displaced, who are addressed in Section 4.

Background

Does the project require or result in any physical displacement of people? Please state the evidence on which this determination is made.

Yes, this section is relevant

N/A

No, this section is not relevant

There are only a handful of residents in the area, and all of these live only seasonally in the area. Nobody will be physically
displaced.

5. Resettlement
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6 Biodiversity and Invasive Species 2z

Scope and Principle

are managed responsibly.

This section addresses ecosystem values, habitat and specific issues such as threatened species and fish passage in the catchment, reservoir and downstream
areas, as well as potential impacts arising from pest and invasive species associated with the project. The principle is that there are healthy, functional and viable
aquatic and terrestrial ecosystems in the project-affected area that are sustainable over the long-term, and that biodiversity impacts arising from project activities

Background

Short description of the ecological
region in the project area

Alpine Tundra. The area above the immediate coastal zone of a few hundred metres’ width is a wilderness area and
almost entirely untouched by human activity, including tourism. The areas closest to the coast are covered by two farms,
sheep are grazing in that zone.

Protected areas (national parks and
reserves etc) and their distance from
the project

There are 9 protected areas in the Vestfjords region. Most of these are located in the southern and western parts of
Vestfjords, but there are two areas to the north of the project area. Drangar is a designated Wilderness Area and
Hornstrandir is a Nature Reserve. Many Icelanders regard Hornstrandir as a top candidate for elevation to national-parks
status.

Icelandic regulations for the “Wilderness” concept states that areas defined as wilderness are those effectively without
impacts from human activities, interpreted as being at least 5 km from any human-originated installation such as houses,
fences, roads, transmission lines etc., etc.

Preparation

Critical habitats in the project area,
including important bird areas,
hotspots of endemism etc.

No critical habitats have been identified

# threatened species in the directly
affected area: terrestrial

There are no identified threatened terrestrial species in the area

# threatened species: aquatic

There are no identified threatened aquatic species in the area. The wild Atlantic Salmon in the Arctic Ocean is in a state of
rapid decline, but the salmon do not utilise the project-affected river stretches and the threats to the salmon population
come mainly from environmental degradation caused by salmon farming, as well as by climate change with resulting
warming waters.

6. Biodiversity and Invasive Species
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Any other species of conservation
importance

Arctic Foxes are threatened in many other parts of the Arctic, but not in Iceland, where they are, instead, viewed almost
as pests and regularly hunted (without apparent impacts to the population).

Migratory pathways

Waterfalls quite close to the outflows into the Arctic Ocean preclude long-distance up-migration into the Eyvindarfjardara
and Hvala rivers (Rjukandi is a tributary to Hvald). Salmon and Sea Trout spawn in the immediate ocean-near stretches of
both rivers and are fished from the sea, not from land.

Trout and Arctic Char live in localised populations in the rivers and lakes respectively. The fish are generally dwarfed, but
healthy.

Invasive species: terrestrial

There are two, one mammal and one plant.

The American Mink (Neovison vison) is a well-established invasive pest species (as it is across all of northern Europe). It
lives mainly along the coast and on the islands where it avoids the competition of the Arctic Foxes. The project will not
have any interaction with the mink beyond a possible (and welcome) increased hunting pressure of construction workers
were allowed to hunt them.

The plant is the Alaskan Lupine (Lupinus Nootkatensis) and divides Icelanders, as experts view it as the strong invasive it is

regarded in many parts of Europe, while others tend to look at the extensive carpet blooms occurring in summer as a
welcome splash of colour. This, of course, makes it even more difficult to eradicate or even control.

Invasive species: aquatic

None identified.

Key threats to biodiversity

Climate change, cruise-ship tourism with the associated pollution to the marine environment.

Preparation

Agencies involved in biodiversity
conservation

The Environment Agency (Umhverfisstofnun) of the Ministry of Environment, Energy and Climate has the main
responsibility. The Planning Agency (Skipulagsstofnun) is the main reviewer of ElAs, recommending further necessary
studies and mitigation before approval.

Other relevant information

The area has a very harsh climate and has low species diversity and abundance.

Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (XX)

Findings and Observations Requirement is met: yes () or no ( X) Findings and Observations

ASSESSMENT

Assessment of terrestrial
biodiversity

The assessments already carried out
and additional ones planned in order
to address requirements from EU

X Taxonomy and Water Framework
Directive (WFD) demands as well as

The 2017 Environmental Impact
Assessment (EIA) studied the
terrestrial flora and fauna to a
satisfactory level of detail. The
terrestrial biodiversity is very species

The assessment takes broad
considerations into account,
and both risks and
opportunities

poor, and there are also very few
individuals of any present species. The

the EIA procedures for the

transmission line are and will be

6. Biodiversity and Invasive Species
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

fauna is mainly birds, and the
vegetation is dominated by mosses
and grasses up to approximately 200
m.a.s.l., above which there is almost
no soil, and the vegetation cover is
dominated by lichen, mosses and very
few flowering plants which find
crevices with sufficient soil in which to
grow. The Planning Agency requested
a more detailed bird study when
reviewing the 2017 EIA. This was
added and approved.

Assessment of aquatic
biodiversity including passage
of aquatic species and loss of v
connectivity to significant
habitat

The 2017 EIA and the additional
ecological study conducted later in
2017 (requested and later approved
by the Planning Agency) studied
aquatic biodiversity in lakes, ponds
and rivers in the project area. The
fauna and flora are very species-poor
with resident populations of some
Sticklebacks and stunted Arctic Char
in highland lakes, and few trout in the
rivers. No significant connectivity
issues will emerge as the river-
resident fish do not migrate and
salmon and sea trout cannot pass
natural migration obstacles located
below project infrastructure.

Additional assessment of aquatic
ecology will be carried out (benthos,
chlorophyll etc.) as part of the WFD
requirements and supported and
supervised by Hafrannsdknastofnun

comprehensive and address both risks
and opportunities.

The project, under its earlier design
would have caused at least one
significant residual impact in that
reservoirs would have been near
totally drained towards the end of the
low-flow season, effectively limiting
the available habitat of fish and much
of the rest of the aquatic life from the
reservoirs. The need to operate like
that was the direct result of the
requirement to make the dams as low
as possible in order to “fit into the
environment” as well as possible —
creating the lowest-possible visual
impact. This opinion is highly
questionable in the project
environment, where very few people
will ever venture as high as the
waterfalls, which are all located well
below the dam locations, and
probably nobody as high as the lowest
dam (except for access via the new
road necessitated by the transmission
line). The project is undergoing a
design review at the time of the
assessment, a review that will
hopefully address this concern by
raising the dams somewhat to
increase the dead storage of the
reservoirs to a point that makes them
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

Preparation

(Haf og Vatn — The Marine and viable as ecological refugia, also at the
Freshwater Institute), a newly created end of the low-flow season in spring.
merger of Government agencies for However, the fact that a revised more
the marine a fresh-water sustainable design has yet to be
environments. identified means that this
There are two main invasives of requirement is not (yet) met.
relevance to the project. The mink is
not regarded as a risk to or from the
Assessment of risks of project but the lupin, which is present
. . . v . . .
invasive species in other parts of the Vestfjords region
but not in the project municipality of
Arneshreppur, is assessed as a priority
issue.
MANAGEMENT
Detailed biodiversity management
plans are not yet developed as an
investment decision is not yet made.
There is ample time to address this Click here to enter text.
Plans and processes to between a potential investment Processes are in place to See to the left, the Framework ESMP
address identified biodiversity decision and the start of construction | anticipate and respond to under development is on track to put
issues have been developed v and the Framework ESMP is being emerging risks and v sufficient process in place, in line with
for project implementation prepared at the time of this opportunities HS Orka’s existing management
assessment. This is, therefore, seen as processes.
a non-significant gap at the time of
the assessment, as the plans are on
track to be developed.
All socio-environmental management
Plans and processes to . . plans are publicly available by law.
. - - . . Commitments in plans are .
address identified biodiversity See above for project . The legally required and enforceable
. Vv . . public, formal and legally v .
issues have been developed implementation. Framework ESMP is on track to be
for project operation S developed in time for the start of
project construction.

6. Biodiversity and Invasive Species
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

OuTC

OMES

Plans avoid, minimise,
mitigate and compensate
negative biodiversity impacts v
arising from project activities
with no significant gaps

Together with the aquatic-ecology
issue discussed above, the most
significant biodiversity-related issue
identified is that of impact on
wilderness. Icelandic Law prescribes
that any road built should (under
normal circumstances) be open to the
public. This means that there will be a
driveable (in summer) road across
Ofeigsfjardarheidi, an area that is
today effectively unvisited by humans.
This will remove approximately 400
km? (a 40 km-long transmission-
corridor impact with 2 x 5 km width)
from the total area of wilderness in
the Vestfjords region. The loss of
wilderness is important but is not
considered a significant gap against
this requirement as the positive
impacts of the project are assessed as
outweighing the negative.

The assessments conducted and
planned will provide a more than
satisfactory baseline for the
production of plans which should
avoid, minimise or mitigate negative
biodiversity impacts.

Plans avoid, minimise,
mitigate and compensate
negative biodiversity impacts v
arising from project activities
with no identified gaps

See to the left.

Plans provide for
enhancements to pre-project
biodiversity conditions or
contribute to addressing X
biodiversity issues beyond
those impacts caused by the
project

The negative wilderness impacts, and
potentially unaddressed impacts to
the reservoir, should the design not
be altered, means that this
requirement is not met. Only the
provision of well-considered offset(s)
could potentially meet this
requirement for the project, as the
pre-project environment is almost all
classified as wilderness area.

List of significant gaps against Minimum Requirements

Number of Advanced Requirements met

There are no significant gaps against the Minimum Requirements.

3 out of 5 (60%)

6. Biodiversity and Invasive Species
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Summary of findings and other notable issues

The biodiversity in the area is a reflection of the harsh arctic environment of the project area. Terrestrial and fresh-water diversity is low, as are species numbers,
except for birds. There are no threatened species and no formally protected area is directly-affected by the project, but Icelanders put a high conservation value
on any “wilderness area”, a designation which applies to much of the project’s directly-affected area (mainly the dam sites, reservoirs and transmission-line
corridor) above approximately 300 m.a.s.l.

Assessment of all aspects is satisfactory following some critical additions to the 2017 EIA as directed by the Planning Agency.

One of two significant predicted impacts on biodiversity is avoidable. It is caused by the strong emphasis in the old design on keeping the dams as low as possible
which would result in the near emptying of the project’s three reservoirs in the spring every year. This would threaten the biota in what were previously (smaller)
natural lakes with a significantly reduced habitat. Higher dams would allow a residual volume to remain in the reservoirs in the late-spring period, to serve as
refugium for the aquatic biota. The design review presently ongoing will address this and hopefully arrive at slightly higher dams with a significantly greater
residual volume in the reservoirs in spring. The other impact is unavoidable as it concerns the impact to the Ofeigsfjardarheidi wilderness area. Approximately 400
km? (40 km in length and 5 km on each side) along the transmission-line route would be removed from wilderness classification, and the highland area could
potentially be made accessible to cars in the summer period as roads in Iceland are generally required to be open to the public.

Two invasive species are identified as either present or threatening. The American Mink is present in considerable numbers but populates mainly the immediate o

coastal areas and offshore islands to avoid competition with the top predator, the Arctic Fox. The Mink is likely impossible to eradicate (as experience from other .g

northern European areas also shows), but the threat of Lupin infestation will necessitate a comprehensive management plan to avoid bringing it into the project o

area, one of the few in Iceland where it hasn’t yet established itself. ‘3_,
k

Relevant evidence

Interview 1-4,7,14, 15, 21, 23, 25, 36, 38

Document 2-4,9-12, 16, 17, 20, 23, 32, 36, 47, 58, 61, 62,91, 92, 96, 97, 119, 124, 125, 131, 132, 134, 135, 152 and 215-219

Photo 3,4,7,8,9,10,12, 14, 15, 18, 19, 22, 23, 24, 25, 26
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7 Indigenous Peoples

Scope and Principle

This section addresses the rights at risk and opportunities of Indigenous Peoples with respect to the project, recognising that as social groups with identities
distinct from dominant groups in national societies, they are often the most marginalised and vulnerable segments of the population. The principle is that the
project respects the dignity, human rights, aspirations, culture, lands, knowledge, practices and natural resource-based livelihoods of Indigenous Peoples in an

ongoing manner throughout the project life.

Background
Are any of the affected people Indigenous Peoples? Please state the evidence on which this determination is made.

Yes, this section is relevant N/A
This section is not relevant as Iceland has no populations distinct from a dominant segment of society. With the exception of

comparatively recent immigration to Iceland from all over the world, all Icelanders are descendants of the Vikings who settled

No, this section is not relevant

Preparation

the country, beginning in the late 800s.
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8 Cultural Heritage

Scope and Principle

This section addresses cultural heritage, with specific reference to physical cultural resources, at risk of damage or loss by the hydropower project and associated
infrastructure impacts (e.g. new roads, transmission lines). The principle is that physical cultural resources are identified, their importance is understood, and
measures are in place to address those identified to be of high importance. This section does not address non-physical cultural resources, which are addressed in

Section 1 and/or in Sections 5 and 7 when relevant.

Background

Does the project affect any physical cultural resources? Please state the evidence on which this determination is made.

Yes, this section is relevant

The Vestfjords region of Iceland, particularly the municipality of Arneshreppur, is rich in cultural heritage and natural
beauty. Arneshreppur is one of Iceland's most remote and sparsely populated municipalities, located in the northern part
of the Vestfjords. The cultural heritage of the region is deeply tied to its history, traditional ways of life, and unique
landscape.

Fishing: Fishing has been the lifeblood of the Vestfjords for centuries. Many of the settlements in Arneshreppur were
built around fishing, and the preservation of old fishing techniques and small-scale coastal fishing remains a significant
cultural element.

Farming: Sheep farming is also an essential part of the area's heritage. Farmers traditionally use summer grazing areas in
the highlands, and sheep herding practices have been passed down through generations.

Based om the Survey report of December 2017 for archaeological remains, 47 physical archaeological remains have been
identified in the area. In the report, all the characteristics are described and the level of risk for each is also determined.

No, this section is not relevant

N/A

Preparation

Sites of physical cultural heritage
affected by or in proximity to the
project-affected areas

How they are affected

47 physical archaeological remains
have been identified in the site based

The project area has archaeological remains that may be at risk due to the planned widening and modification of the road

from Nordurfjérdur to Hvala. The Icelandic Museum requested that antiquities within 100 m on each side of the road be
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on the Survey of archaeological
remains due to changes and road
improvements on the road from
Nordurfjérdur to Hvalavirkjun in
Ofeigsfjordur. The archaeological
remains are mostly: ruins of former
farms, residences, gardens,
surrounding fences.

measured with precise positioning devices, and based on the Law n0.80/2012, the archaeological remains that are less
than 50 m away from the construction area will be marked.

Agencies responsible for cultural
heritage

Minjastofnun / Icelandic Heritage Foundation / Cultural Heritage Agency is in charge of the protection of archaeological
and architectural heritage in Iceland. Law on cultural monuments no.80/2012 entered into force on January 1, 2013. As a
result, two institutions were merged: Fornleifavernd riksijns and the House Improvement Committee.

The agency comes under the Ministry of the Environment, Energy and Climate.

Minjastofnun is responsible for ensuring the preservation of the nation's architectural heritage. Iceland is divided into
eight cultural-heritage regions. Each of these has a cultural-heritage manager and council. The cultural-heritage managers
are employed by the Cultural Heritage Agency and are its representatives in their respective regions.

Other important local or regional
physical cultural heritage values and
issues

The village of Djupavik developed around its herring factory and experienced fluctuations in prosperity alongside the local
fishing industry throughout the 20th century. When the herring-processing factory opened in 1935, it was the largest in
Iceland, equipped with the latest technology for herring processing. However, the approximately 300 workers who
relocated to this quiet village were taken aback by the absence of churches, police, and even a mayor in the surrounding
area. Over the following years, a community gradually formed around the factory. Unfortunately, by the late 1940s,
herring stocks in HUnafléi bay had dwindled, leading to the factory's closure in 1954. By 1968, Djupavik was largely
deserted. In 1985 the village was revived by an entrepreneurial initiative. The former women's quarters were converted
into a hotel and a restoration process of the old factory and other structures began. Today, Hotel Djupavik offers tours of
the large, rusting factory, which now showcases artworks and installations. Each summer, the venue hosts “the Factory”,
an event featuring concerts, activities, and exhibitions from artists worldwide. There is also an exhibition to
commemorate the tragic events of a Basque whaler in Reykjarfjordur in the 1600s.

An additional abandoned herring factory, located in Ingolfsfjordur, is in a state of significant decay but a community

Preparation

member has started work on rehabilitating it as a heritage.
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

ASSESSMENT

A cultural heritage assessment
has been undertaken

A first assessment was included in the
EIA, and approval was granted by the
National Planning Agency with the
condition that a more detailed
archaeological survey was conducted.
This has been done by Vesturverk/
HS Orka, and the necessary
documents were submitted to the
National Planning Agency who
approved the study.

The assessment includes:

¢ identification and recording
of physical cultural resources

Documentation of physical cultural
resources, archaeological findings,
survey map, and photo
documentation has been undertaken.

» evaluation of the relative
levels of importance

Assessment has identified the value of
each archaeological remains and its
relative level of importance. An
example of this is that the original
study, part of the EIA, only worked in
the highland area of
Ofeigsfjardarheidi. The main finds
there consisted of stone cairns, most
of which were vandalised. Their
importance proved to be almost
negligible when compared to the more
interesting finds along the access-road
alignment.

¢ identification of any risks
arising from the project

This is addressed in the assessment
and confirmed by Minjastofnun.

The assessment takes broad
considerations into account,
and both risks and
opportunities

A very detailed study was done with
the aim of identifying the
archaeological remains, the
opportunities/needs for further
excavation and the risk they may be
exposed to during the construction of
the road.

Any redesign and/or re-routing of the
access and project roads would
necessitate renewed assessment
work.

Preparation
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

MANAGEMENT

Plans and processes to
address physical cultural
resources have been v
developed for project
implementation

As stated for many requirements
above, the preparation of a
Framework ESMP (including a cultural-
heritage/archaeology plan) is ongoing
at the time of the assessment, making
the lack of finalised plans a non-
significant gap.

Plans and processes to
address physical cultural

See above. These plans will likely be
developed in the 2028-2029 period, in

resources have been v . Lo

developed for proiect preparation for the plant going into
P el operation in 2030-31.

operation

Processes are in place to
anticipate and respond to
emerging risks and
opportunities

Processes are in place for this stage of
the project, and everything is in
accordance with the relevant law and
regulation even though not stipulated
in a specific plan yet.

Plans include arrangements
for chance finds

See above. Furthermore, the Icelandic
regulation has clear steps on how to
handle chance-find procedures and
these need to be included in the
management plans of the project.

Plans ensure that cultural
heritage expertise will be on
site and regularly liaised with v
by the project management
team during construction

Archaeologists certified and approved
by the agency will be on site when
needed (for instance due to the
chance-find procedure mentioned
above) during the construction of the
road and other project infrastructure.

Plans are supported by public,
formal and legally enforceable v
commitments

Plans will be formal (as part of an
Environmental and Social
Management Plan) and hence
enforceable by authorities at different
levels.
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OUTCOMES
HS Orka has shown that they have
responded well to previous
Plans avoid, minimise, requests/reviews by The Cultural
. o ¢ . mitigate and compensate Heritage Agency. However, there are
PI:.:n?s av0|d,dm|n|m|se, AE state(;I] ormany r.eqw:cements negative cultural heritage N4 no plans at the time of the assessment
m't'géte :?m compensalte | above, t ekpreparz?\tlon 0 .a h impacts with no identified but plenty of time to address this as
Eeg.atlve mmact: oncu tgra v F_rame\]:v%r ESMP is ongomflg(_at t : gaps commented on elsewhere. This
erilt.age arllsmg rqm pro;ect time o t e.assessment, ma |r1g'f 'e requirement is, therefore, considered
activities with no significant lack of finalised plans a non-significant as on track to be met.
gaps gap. - -
Plans contribute to addressing The assessors have not been able to
cultural heritage issues % identify any evidence to support the
beyond those impacts caused conclusion that this requirement is
by the project met.
o
=
List of significant gaps against Minimum Requirements Number of Advanced Requirements met g
There are no significant gaps against the Minimum Requirements. 4 out of 5 (80%) 8"
—
Ay

Summary of findings and other notable issues

Processes are in place at this stage of the project, and everything is in accordance with the relevant law and regulation (documentations of physical cultural
resources, archaeological findings, survey map, and photo documentation). There are no significant gaps at the minimum-requirement level. There is one gap at
the advanced-requirement level in that there is no evidence that the project contributes to addressing cultural heritage issues beyond its own impacts.

Relevant evidence

Interview 1, 2,7,15, 20, 21, 36, 37
Document 2-4,7,8,13,16,17, 20, 58, 137, 152 and 215-218
Photo 2,17,21
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9 Governance and Procurement @

Scope and Principle

This section addresses corporate and external governance considerations for the project, and all project-related procurement including works, goods and services.
The principle is that the developer has sound corporate business structures, policies and practices, and that procurement processes are equitable, transparent and

accountable.

Background

Key information on political context | The political stability of Iceland is ranked at 8" in the world, considerably higher than many other EU/EEA nations, including
and public sector risks all the other Nordics. The country is a parliamentary democracy with general elections every four years. Freedom House
ranks it as totally free with a score of 94 and Transparency International’s Corruption Perceptions Index (CPI, 2023) ranks
Iceland at 72 (19" place globally) ahead of countries such as the UK, France and the USA but behind well behind all its
Nordic neighbours.

There is, however, concern among independent watch groups regarding the reality behind some of the numbers listed
above. There are concerns about the difference between “perception” (as in the acronym CPIl) and “reality” and it is a fact
that Iceland’s CPI score is declining slowly but steadily — from 82 in 2012 to 72 in 2023.

The country has a national debt of 64% of Gross Domestic Product (GDP) (2023), down from the year before and equal to,
or lower than most large European nations.

Key information on corporate 80% of VesturVerk is owned by HS Orka. The remaining 20% are owned by Glama investment slhf, a company owned to
ownership and governance 80% (i.e. 16% of the total ownership share) equally by three private individuals: Gunnar Gaukur Magnusson, Valdimar
Steinpdrsson and Hallvardur E. Aspelund (all owners of land in the project area) and to 20% (i.e. 4% of the total ownership
share) by local Icelandic bank Kvika banki.

HS Orka (then known as Hitaveita Sudurnesja) was originally established by an act of the Icelandic Parliament in 1974 with
ownership split between the Icelandic Treasury (40%) and seven municipalities in the area of the company’s (then)
operations (60% together). In the year 2000 the company’s legal structure was changed to a limited company (privatisation
of the company began in steps from 2007). In 2008, following changes to the electricity legislation, the company was split
into two, HS Orka being one of those. Today, HS Orka is the biggest private energy company in Iceland with the ownership
split equally between Jardvarmi, a holding company owned by 14 Icelandic pension funds, and infrastructure funds run by

Preparation
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Ancala Partners in the UK. The company has a four-person board of directors and a management team led by the Chief
Executive Officer with seven Executive Vice Presidents.

applicable

Details of the concession, if

N/A

Key licensing
or permitting
requirements

The acquisition and status of the various licence and plan approvals are as follows:

License acquisition and municipal plan work
No. Licence/permit Issuing agency/similar When needed? Have/have not/will apply (with app. date)
EIA report Verkis Completed Completed
1 National Planning
EIA opini | d | -3.6.2017
opinion Agency & Arneshreppur ssue 5 o
Municipal Master plan | National Planning .
modification Agency & Arneshreppur Valid Approved - 25.6.2018
2
Municipal Master plan | National Planning Oneoing - 2095 Adding newest info - such as work camp and Landsnet connection.
modification Agency & Arneshreppur going On Verkis work schedule 2024.
Local pl National Planni
ocalpian, ationa Flanning Valid Approved - 13.6.2019
construction site Agency & Arneshreppur
3 | Local plan . . ) . .
amendment National Planning Oneoing - 2025 Adding newest info - such as work camp and Landsnet connection.
T Agency & Arneshreppur going On Verkis work schedule 2024.
construction site
Power Plant Permit National Energy « There must be an agreement on Landsnet’s work, and at least an agreement on
(PPP) Authority Hafro’s work regarding what needs to be done about the water framework
¢ Application to .
Nat | E
4 | National Energy Q |on? Jerey 2025 Finish application before end of the year 2025
. Authority
Authority
¢ Confirmation from Natlon:'a\l Energy 2026 6-12 months later
NEA Authority
A permission must be obtained from Minjastofnun, if it becomes unavoidable to
5 Construction Permit Arneshrepour dig up archaeological remains. A permission from the Icelandic Fishing Agency
(cpP) PP (Hafro) needs to be obtained for the main construction. The Environment
Agency of Iceland needs to approve changes to watersheds.
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¢ CP for preparation Application in preparation
Work Arneshreppur Summer 2025 On Verkis work schedule 2024.
* CP for ".’a'” Arneshreppur Summer 2026 Preparation is expected to start in 2025
construction work
6 Building permit for Arneshreppur Summer 2025 With .co.ntractor - preparation is expected to start after the main construction
work-camp permit is secured
Building permit for With contractor - preparation is expected to start after the main construction
7 | powerhouse/other Arneshreppur 2027-2028 . P P
-y permit is secured
facilities
Operaytmn License for Vestfjords Health With contractor - preparation is expected to start in parallel to the preparation
8 | quarries (grave, rocks . 2025 ! . -
etc) Authority of the construction-licence application
9 Operation Permit for Vestfjo'rds Health 2029 VesturVerk/HS Orka before commissioning Hvala PP
the Power Plant Authority
5
VesturVerk/HS Orka are hiring an external service which keeps the company informed about any legislative/regulatory changes— VesturVerk/HS '{;,"
Orka analyse the incoming information and, if found relevant, include it into their own list of compliance needs. g
Key information on expected Q
procurement strategy for this Likely EPC with FIDIC contracting, but not yet decided. A
project (EPC, BOOT, etc)
Other relevant information N/A
Minimum Requirements Advanced Requirements
Requirement is met: yes () or no (X¢) Findings and Observations Requirement is met: yes (+ ) or no ( X{) Findings and Observations
ASSESSMENT

HS Orka, as part of its 2023
Sustainability Report, reports against

Assessments have been undertaken of the following through the project

There are no significant
development cycle:

opportunities for

; q Global Reporting Initiative (GRI) with a
Internal assessment of governance improvement in the v let f section 2. th
- . - t of volitical and complete coverage of section 2, the
* political and public sector v needs led to a board decision by both | GS3€>5METE 31P General Disclosures, which cover:
overnance issues public sector governance o " N
£ HS Orka and Vestur\(erk thét the ful issues organisation and reporting practices;
governance system, including issues activities and workers; governance (13
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

assessment measures, of HS Orka will
be applied to VesturVerk’s operations.

The governance system is
comprehensive with attention paid to
all necessary aspects.

different aspects); strategy, policies
and practices; and stakeholder
engagement.

The key political governance risk is
clearly that of political decisions
affecting material aspects such as
Master Plan categorisation of the
project, municipal planning processes
etc. VesturVerk/HS Orka are
addressing these risks, leaving no
significant opportunities for

Preparation

and guidelines, supply chain
risks and corruption risks

contracted for this purpose.

Corruption risks are managed through
a comprehensive risk-management
routine which has recently been
updated.

suppliers and local capacity
development.

improvement.
There are no significant
opportunities for
¢ corporate governance v See above improvement in the v See above
requirements and issues assessment of corporate
governance requirements and
issues
Procurement plans and needs are part v Verk/HS Orka ch celandi
of the interactive management- eStll{r er /h rkac og;les cedan Ic
system platform. su.pp iers w enev_er possible, and at a
suppli | d and listed minimum Icelandic agents /
¢ major supply needs, supply uppliers fare pre-ev:?\ uated an . ISt? The assessment includes representatives of well-regarded
. and evolving regulation and legislation . . ; :
sources, relevant legislation . . . opportunities for local international suppliers.
v is monitored by an external firm v

An important aspect is the ability of a
supplier to manage any issues in
Iceland, as opposed to having to wait
for international movement of goods
or staff.
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MANAGEMENT

Processes are in place to manage the following:

e corporate, political and
public sector risks

The company’s overall management
system is certified according to I1SO
standards 9001, 14001 and 45001 and
regularly audited. The company has
policies for, among others, the
following aspects: human resources,
privacy, sustainability, occupational
health and safety, climate and
information security (but this is not
certified according to I1SO 27001 as
yet).

Risk assessment is based on I1SO
31000, and risks are managed in a risk
register which is continuously
followed up.

A Specific climate-risk assessment (in
accordance with the Task Force on
Climate-Related Financial Disclosures
— TCFD) was conducted in 2022 and
again in 2023, see Section 12.

The sustainability reporting, including
importantly, the GRI reporting,
functions as an umbrella tool for all
ESG management.

Processes are in place to
anticipate and respond to
emerging risks and
opportunities

Risk management processes are
divided by field of activity and
included in the management system.
The board has a sub-committee for
auditing issues which is used as a risk-
management tool.

HS Orka has conducted reviews
against the EU Taxonomy and Human
Rights aspects in order to be able to
manage any emerging risks.

Several of these aspects are externally
assured by an auditing company as
part of the annual sustainability
reporting.

HS Orka regularly monitors
developing regulations in the wind
power sector in case they would
decide to go into that area in the
future.

e compliance

There is a compliance platform for
each unit with its own requirements
and with linkages to the management
processes.

The external auditor for ISO standards

verifies that compliance systems are
in place for all systems and are getting

Contractors are required to
meet or have consistent
policies as the developer

All suppliers are expected to meet the
same requirements and ensure the
same rights as those adopted by HS
Orka and this is, hence, also valid for
VesturVerk. There is full-chain liability
in all contracts.

Preparation
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integrated with the overall
management system

¢ social and environmental
responsibility

The sustainability policy, GRI reporting
and the express commitment to six
selected UN Sustainable Development
Goals (SDGs) for business guidance —
goals5,7,9,12, 13 and 15 — are the
principal processes. Day-to-day socio-
environmental management is the
responsibility of the Technical Services
unit while the CEO’s office has a
sustainability function directly
attached to it to make sure that such
issues are dealt with efficiently.

¢ grievance mechanisms

External grievances can be lodged via
HS Orka’s general e-mail address and
phone number. E-mail addresses for

direct contact with each employee is
available on the web site.

An anonymous grievance procedure
has been developed for internal
grievances.

In 2023 HS Orka hired the Icelandic
analysis and evaluation company
Reitun to conduct a separate
sustainability assessment of its 10
largest suppliers. This was a very
detailed undertaking resting on no
less than 29 Environmental, Social and
Governance (ESG) sub-categories.

In late 2024 a further 12 suppliers
were added to the list, now
encompassing a clear majority of the
company’s suppliers (69% in 2024).

e ethical business practices

The several policies relevant to ethical
business practices apply across all
business areas and are regularly
followed up.

e transparency

Transparency is achieved throughout
VesturVerk/HS Orka’s business. The
Sustainability Reports supported by
the GRlI yields significant
opportunities for interested internal
and external parties to review the
business practices.

Sustainability and anti-
corruption criteria are
specified in the pre-

qualification screening

Pre-qualification at VesturVerk/HS
Orka is normally conducted such that
the company procures goods and
services based on a shortlist of pre-
approved suppliers (see above) and
one company was excluded from
participating in a tender in 2023 due
to a poor sustainability record.

As sustainability and ethics criteria are
included in the requirements used in

Preparation
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Policies and processes are
communicated internally and
externally as appropriate

All policies are available to employees
via the Intranet. They are also
available for external users in
Icelandic. The English-language page
appears to be lacking a listing of
policies, but this is not regarded as a
gap since they are available in
Icelandic.

screening for the shortlist, this
requirement is met.

Independent review
mechanisms are utilised to
address sustainability issues
in cases of project capacity
shortfalls, high sensitivity of
particular issues, or the need
for enhanced credibility

External companies have been hired
to evaluate suppliers, external
consultants are used for various
assessments and auditors review e.g.
GRI reporting.

Procurement plans and
processes have been
developed for project
implementation

It is too early to develop specific
procurement plans for Hvalavirkjun as
the start of construction is only
planned for 2026. Because there is
plenty of time available in which to
develop these plans, the lack of such
plans is considered a non-significant
gap against this requirement at this
stage, as the plans are on track to be
developed.

There are, however, general
instructions available on which to
base such plans. In the case of large
contracts (e.g. turbines, generators)
the board has to approve the
framework surrounding such a
procurement. FIDIC Green Book is
standard in procurement outside of
Iceland and IST 30 (an Icelandic

Anti-corruption measures are
strongly emphasised in
procurement planning
processes

All registered tenderers are invited to
a pre-bid meeting which facilitates a
transparent process, and anti-
corruption measures are part of the
criteria used for the “pre-qualification
list” mentioned above. Hence this
requirement is met.

Preparation
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standard) when procuring from within
the country.

A steering group is formed with 7
members, two from the Board, and
this group and the CEO have to sign
off in order to guard against any
bribery / corruption risks.

The common practice is that a
technical consultant is hired to put
together the technical terms and that
this “Owner’s Engineer” manages the
process together with HS Orka
/VesturVerk’s Procurement Officer.

Procurement plans and
processes have been

It is too early to develop specific
procurement plans for the operation
of Hvalavirkjun, as the start of

governance

developed for proiect v operation is only planned for 2030.
P proj The lack of such plans is, therefore,
operation . sl
considered a non-significant gap
against this requirement.
CONFORMANCE AND COMPLIANCE
The project has no major non- No major non-compliances have been
compliances relating to v identified by external auditors or the No non-compliances have been

assessors.

be met with:

Processes and objectives relating to procurement have been and are on track to | There are no non-

compliances

No major non-compliances have been

identified by external auditors or the
assessors. The external auditors have
made remarks, as is common practice,
but nothing at the level of non-
compliance.

* no major non-compliances v identified by external auditors or the
assessors.
No major non-conformances have .
. . oo . There are no non- The company and project have no
* no major non-conformances Vv been identified by external auditors or

conformances
the assessors.

existing non-conformances.
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Any procurement related
commitments have been or
are on track to be met

All commitments are, or are on track
to be, met.

ouTC

OMES

There are no significant
unresolved corporate and
external governance issues
identified

The existing opposition to the project
in the Arneshreppur municipality
remains unresolved at the time of the
assessment. This is a serious
governance concern for the project.
However, work is ongoing to find a
solution which will secure
VesturVerk’s/HS Orka’s ability to take
the project forward in a sustainable
manner. This is, therefore, assessed as
a non-significant gap at the level of
minimum requirements. The situation
needs a solution before a definitive
decision to take the project forward is
made.

There are no unresolved
corporate and external
governance issues identified

Procurement of works, goods a

nd services across major project components is:

The processes are open and

The existing opposition to the project
in the Arneshreppur municipality
remains partially unresolved at the
time of the assessment. This means
that this requirement is not met.

Ecovadis, to assist with supplier
assessments. The Procure system is
used to track all procurements.

DAL v transparent with no biases.
There is no evidence that any
o efficient v inefficiencies are hampering project
development.
Apart from the suppllfar screening S ser s o e HS Orka procur.es locally (IceIar?d)
conducted by Icelandic company . S whenever possible from a quality
. suppliers including initiatives . .
Reitun (see above), VesturVerk / HS . point of view.
. for local capacity
e transparent v Orka assign a UK-based company, The company also contributes to

development have been
delivered or are on track to
be delivered

capacity development and
maintenance in the Icelandic work

force. One example is a supplier’s
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The internal Procore system has a
clear assignment of responsibilities as
e accountable v to who can sign for what.
Accountability is tracked
automatically.

All procurements comply with policies
e ethical v and processes, including for ethical
considerations.

All procurements have been
implemented in accordance with
plans. The restart of project planning
e timely v in 2023, following the shutdown of
project developments in 2019 does
not appear to have caused any
scheduling problems.

Contracts are progressing or

have been concluded within All contracts are on budget and
budget or changes on v justifiable management interventions
contracts are clearly are made as needed for any changes.
justifiable

staff being sent to Germany to work
at the factory of an international
supplier in order to manage
installations back home. This, and
similar efforts, also contribute to
Icelandic experts being able to
maintain professional certification in
their fields.

List of significant gaps against Minimum Requirements

Number of Advanced Requirements met

There are no significant gaps against the Minimum Requirements.

10 out of 11 (91%)

Summary of findings and other notable issues

31000, but not yet certified against it.

As the development work on the project has only recently been restarted after a period of dormancy, the governance system for VesturVerk specifically has not
been finalised. In order to address this issue comprehensively the boards of directors of majority-owner HS Orka as well as VesturVerk have both made the
decision to use the Governance systems of HS Orka fully also for VesturVerk and the Hvaldvirkjun project. This results in a well-developed best-practice interactive
and web-based system which is audited and certified in accordance with ISO standards 9001, 14001 and 45001. The risk-management system is based on ISO

Procurement practices are being improved and are on track to be fully internalised into the management system. FIDIC is used as contract template for
international procurements and IST 30 for domestic ones. HS Orka addresses sustainability and anti-corruption criteria in its procurement procedures through a
pre-screening list of its 22 major suppliers, a screening conducted by an external expert company.

Preparation
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Summary of findings and other notable issues
The only important corporate-governance concern the existing opposition to the project in the Arneshreppur Municipality, see also sections 4 and 10.

These aspects result in 1 significant gap against the advanced-level requirements.

Relevant evidence

Interview 1, 4-12, 15, 27, 33, 36-38
1-4, 15,17, 20-22, 24-28, 30-32, 36, 37, 39, 40-45, 48, 49, 54-56, 58, 64, 65, 71-86, 91, 102, 105, 106, 109, 136, 138-175, 177, 180-182, 186-

188, 201 and 209-218

Document

Photo 11

Preparation
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10 Communications and Consultation Gz
Scope and Principle
This section addresses the identification and engagement with project stakeholders, both within the company as well as between the company and external
stakeholders (e.g. affected communities, governments, key institutions, partners, contractors, catchment residents, etc). The principle is that stakeholders are
identified and engaged in the issues of interest to them, and communication and consultation processes establish a foundation for good stakeholder relations
throughout the project life. Communications and consultation requirements unique to Indigenous Peoples are found in Section 7.
Background
Directly affected community-level Arneshreppur is a municipality, located in the Vestfjords and is the direct affected community from the project. g
stakeholders Arneshreppur is the lowest-populated municipality in Iceland with a population of 53, based on the 2024 census. It is "':;,"
worth mentioning that the population is not the same throughout the year. Almost 50% of the residents of this a
municipality live in the area only during the summer period, as it is often inaccessible during the winter, cut off from the 8"
rest of Iceland by snow on the roads. Fishing and farming are the main sources of livelihood. &
Directly affected institutional-level Government institutions at all levels from local to central government, and across a number of sectors including energy,
stakeholders environment, water resources, cultural heritage, planning, safety, tourism etc. Businesses, NGOs and other civil society
organisations.
Other relevant information The project has been planned since 2015 and has a longer history as a concept. There is a lot of information and
awareness among the stakeholders.
Please note that the mention of “Section 7” in the Scope and Principles statement above is Not Relevant as Section 7 is
Not Relevant to this assessment.
Minimum Requirements Advanced Requirements
Requirement is met: yes () or no ( ) Findings and Observations Requirement is met: yes () or no ( X) Findings and Observations
ASSESSMENT
Stakeholder mapping has A stakeholder map that describes each | The stakeholder mapping VesturVerk/HS Orka has identified and
been undertaken to identify v | group’s and institution’s interest, takes broad considerations v | analysed stakeholders and a wide
and analyse stakeholders influence, concerns and expectations into account range of factors and perspectives are
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

Preparation

was produced already during the being considered. The mapping
initial round of development work in process is comprehensive and looks
2016-20109. beyond just the immediate or obvious
This has recently been updated as part stakeholders to include a diverse array
of a comprehensive Communications of individuals or groups that may be
and Consultation Plan for activities to affected
the end of 2025.
It establishes those that are The affected community is yery yvell
directly affected v identified and clearly described in the
documents.
Communication requirements and
priorities are defined based on impact,
It establishes communication v interest, influence of stakeholder
requirements and priorities mapping and included in the new
Communication and Consultation
Plan.
MANAGEMENT
An EIA for the project and an SIA for While the plans, evidence and findings
the Vestfjords region and another SIA indicate an effective communication
Communications and for the Arneshreppur Municipality strategy with all stakeholders, it is
consultation plans and v have been developed. These Communication and essential to engage even more with
processes have been documents have recently been S ———, the members of the community who
developed at an early stage supplementec! by a Communication BRI —— - oppose the project. Their concerns
and Consultation Plan and a I SO must be acknowledged and addressed
stakeholder map. communication and X as part of the approach. The
Yes, they effectively address the Ly communication issues with the
They outline c.ommunication communication and consultation approaches for various negatively-disposed community '
and consultation needs and needs of various stakeholder groups stakeholder groups and topics r’r?embers (mainly due to (':onstructlc?n
approaches for various v and topics by providing a disturbance and loss of wilderness) is
stakeholder groups and comprehensive outline that considers prioritised in the new Communication
topics the specific requirements and and Consultation Plan and there is a
preferences of each group. All web platform with information about
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

relevant perspectives are taken into
account, facilitating meaningful
engagement and dialogue among
stakeholders.

Landsnet’s work on the transmission
line, which includes direct
communication channels for
stakeholders.

However, the assessors are unable to
verify that the stakeholders are fully
satisfied with the access to
information, meaning this
requirement is not (yet) met.

They are applicable to project
preparation, implementation v
and operation

The documents are applicable to
project preparation, implementation
and operation but with a clear and
well-considered focus on near future.
This is being addresses as part of the
development of the Framework ESMP.

Processes are in place to
anticipate and respond to

Stakeholder mapping, social impact
assessments and the Communication

Preparation

topics of interest and
relevance to directly affected
stakeholders

affected stakeholders. This
information has been supplemented
by regular meetings and other
communication efforts.

HS Orka.has.a Yer}, good grie\./a.nce T v and Co.nsul'tatlon Plan respoer‘ to
mechanism in its internal policies opportunities emerging risks and opportunities for
. . which will also be adapted for the this phase of the project.
They include an appropriate . .
. . v project (board decisions have been
grievance mechanism .
taken that these processes will be
transferred both to VesturVerk and
the project).
STAKEHOLDER ENGAGEMENT
There has been engagement with the following groups, or on the following There are clear records of interactions
topics, or through the following processes, with directly affected stakeholders: with all stakeholders, meetings,
The EIA and the SIAs identified topics Engagement with directly gatherings, informative materials,
* Project preparation, on of interest and relevance to directly- affected stakeholders has v exchanges of letters, presentations,

been inclusive and
participatory

receptions, etc.

It is of great importance that every
possible step is taken to engage also

those people in the directly-affected

10. Communications and consultation
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

¢ The business interacts with
a range of directly affected
stakeholders to understand
issues of interest to them

The developer is interacting with the
community through regular meetings
and has regular contact with
stakeholders with direct interests in
the project, such as local
governmental bodies. This is
demonstrated through records of
stakeholder interactions, materials,
meeting etc.

* Environmental and social
impact assessment and v
management planning

The project team is going significantly
beyond the officially required public
meetings and hearings, and this has
resulted in additional commitments
and reconsiderations by the
developer. Communication is
continuous and comprehensive.

¢ Siting and design
optimisation

The formal, regulatory, consultations
were done as part of the licencing
process, reviews from this process
resulted in modifications and even
redesign of the project. This
optimisation process is still continuing
at the time of the assessment.

¢ Project benefits v

There has been ongoing engagement
with directly-affected stakeholders
related to project benefits.

* Project-affected
communities

See Section 4. There have been
regular meetings with community
representatives regarding the project
and how it will affect the community
(both negatively and positively)

community who opposed the project,
as outlined in the Communication and
Consultation Plan.

Preparation
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

* Resettlees and host

for cultural heritage issues

" v Not relevant
communities
o Assessment and plannin Stakeholder engagement has been
P & v conducted on this topic, see Section 8

for further details.

¢ Assessment and planning
for public health, including v
health officials

Local health officials have not yet
been involved in planning public-
health measures, but they will be
included in the Community Health,
Safety, and Security plans that
VesturVerk/HS Orka and the lead
contractor will develop together.
Given the time left before the start of
construction, this is considered a non-
significant gap, as the plans are on
track to be developed.

¢ Downstream flow regimes v

Engagement on this topic was
included in the licencing process, see
Section 11 for further details.

¢ Plans for the management
of climate risks

VesturVerk/HS Orka has had a
continuous engagement process with
consultants and relevant national
stakeholders to address climate risks,
these assessments and plans are
publicly available on their website. For
further details, see Section 12

Preparation

Engagement with directly affected stake

holders has been appropriately timed:

* Project preparation, on
topics of interest and v
relevance to them

There are no indications that
engagement on this issue was not
appropriately timed. The consultation

process related to the licencing

Negotiations are undertaken

in good faith

N4 There are no indications otherwise.
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

process was fully compliant with the
regulations, and additional
consultations and information
sessions have added on to this.

* Environmental and social

impact assessment and v See above
management planning
¢ Siting and design
. g . & v See above
optimisation
¢ Project benefits v See above
* Project-affected v See above
communities
¢ Resettlees and host v Not relevant
communities
¢ Assessment and planning
. . See above
for cultural heritage issues v
¢ Assessment and planning
. See above
for public health v
¢ Downstream flow regimes v See above

Preparation

Engagement with directly affected stake

holders has often been two-way:

* Project preparation, on
topics of interest and v
relevance to them

Engagement has been regular and
often two-way.

There is, however, strong opposition
to the project among some
stakeholders, to the point that an
honest and two-way communication is
made difficult. This is not considered a

gap against this requirement since the

Feedback on how issues
raised have been taken into
consideration has been
thorough and timely

Feedback has typically been
comprehensive and prompt, leaving
most stakeholders feeling well-
informed. The regular visits by the
developer’s staff to the project area,
along with the availability and
distribution of printed materials, has
contributed to this.

10. Communications and consultation
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

developer’s staff are making an effort
at reaching out.

Evidence shows that VesturVerk/HS
Orka has (since the restart of the
project) put a lot of effort into
improving its communication and
consultation effort in the community,
and with other stakeholders.

* Environmental and social

good faith

impact assessment and v See above
management planning
¢ Siting and design
. g . & v See above
optimisation
* Project benefits v See above
¢ Project-affected
. ., v See above
communities
* Resettlees and host
" v Not relevant
communities
¢ Assessment and plannin
. 2 . . v See above
for cultural heritage issues
¢ Assessment and plannin
. 2 & See above
for public health
¢ Downstream flow regimes See above
The project-development staff show a
Engagement is undertaken in v genuine commitment to fair and

transparent communication,
demonstrating good faith.

Ongoing processes are in
place for stakeholders to v
raise issues and get feedback

There is consistent communication
with the affected community and all
stakeholders. There is evidence that

Preparation
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Minimum Requirements Advanced Requirements

Requirement is met: yes () or no ( X{) Findings and Observations Requirement is met: yes () or no ( X) Findings and Observations

stakeholders can raise issues and that
feedback is received.

Ongoing processes are in place for:

The project team is going significantly
beyond the officially required public

¢ Environmental and social meetings and hearings, and this has
impact assessment and v resulted in additional commitments
management planning and reconsiderations by the

developer. Communication is
continuous and comprehensive.

e Siting and design v See above

optimisation g
* Project benefits v See above EE
. Project.-e?ffected v See above %
communities a
¢ Resettlees and host v Not relevant

communities

¢ Employees and contractors
on human resources and v See above
labour management issues

¢ Assessment and planning

. . See above
for cultural heritage issues v

¢ Assessment and planning

for public health v See above

¢ Downstream flow regimes v See above

Engagement with resettlees
has been culturally v Not relevant
appropriate

Engagement with resettlees v
and host communities has

Not relevant.
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

Resettlees and host
communities have been
involved in the decision- v
making around relevant
options and issues

Not relevant

been inclusive and
participatory

Public disclosure:

¢ the business makes
significant project reports v
publicly available

The EIA as well as a non-technical
summary is publicly available on
VesturVerk/HS Orka’s websites
together with other important
documents (such as SlAs, Climate Risk
Assessments, Communication and

The business publicly reports
on project performance in

HS Orka publishes a very

Preparation

category in the Icelandic Master Plan,
demonstrating publicly reviewed and
published strategic fit.

¢ power density calculations,
estimated GHG emissions, v
and / or the results of a site-

The power density (which is 7.1 W/m?)
is not directly publicly disclosed yet,
but information which makes it easy

. sustainability areas of high v comprehensive Sustainability Report
Consultations documents etc.). &, o _tV hopn g every year, see to the left.
Information on project progress is interest to 1ts stakenholders
e the business publicly being provided to stakeholders.
reports on project v HS Orka publish a very comprehensive
performance, in some annual Sustainability Report which
sustainability areas includes e.g. Global Reporting
Initiative (GRI) indicators.
The EIA has a chapter that describes . . .
o . Y . While there is no special-purpose
strategic fit, and it is publicly . ) .
. . resilience plan available, there is
disclosed. The review process (as part . . . .
. . . considerable information publicly
e results of the assessment of of licencing) was a public process that . . .
it blic] v changed the design of the project available to underpin the project’s
Zt.ra;(eglil I e AR ' The assessment of project resilience, making this a non-
isclose iecti i ilisati sl
The project is placed in the utilisation resilience has been publicly v significant gap.

disclosed

Climate-change predictions are
considered in the ongoing hydrology
update for the project, which will
address the hydrological resilience of
the project, see also Section 12.
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

specific assessment have
been publicly disclosed

to calculate this number is publicly
available, making this a non-
significant gap. See also Section 12.

STAKEHOLDER SUPPORT

Affected communities
generally support or have no
major ongoing opposition to
the plans for the issues that
specifically affect their
community

There are ongoing conflicts (in and out
of the Icelandic court system)
regarding land ownership and also
demarcation of individual land
holdings.

There is also ongoing opposition to
the Hvalavirkjun project at the local
level of the Arneshreppur
municipality. The situation is highly
complex with strong feelings on both
sides. The issue is further complicated
by the fact that many people spend
only parts of their lives in the
municipality.

The people in directly and indirectly-
affected communities in favour of the
project appear to be dominated by all-
year residents and strong supporters
in the greater Vestfjords region who
focus on the upsides, such as
improved power security in the
severely under-serviced Vestfjords,
increased tax revenue at the
municipal level from both the
project’s real-estate tax as well as
project workers, increased economic
activity etc.

Formal agreements with
nearly all the directly affected
communities have been
reached for the mitigation, v
management and
compensation measures
relating to their communities

There is no regulatory requirement for
formal agreements with all
stakeholders in Iceland when a project
is categorised in the utilisation
category of the Master Plan. However,
the project has signed formal
agreements with all acknowledged
land owners and the municipality
board is in favour of the project.

This requirement is, therefore, on
track to be met. There is, however, a
single court proceeding ongoing
between land owners in the area. The
resolution to this will formally resolve
that conflict regarding land and water
rights.

Preparation
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

The opponents have many arguments
against, some clearly valid (wilderness
impacts and construction-period
impacts such as noise, dust etc.), while
others appear to be based on
misunderstandings or misinformation,
such as perceived differences in the
spending of public funds if a private
developer vs the Government-owned
utility company were to develop the
project.

Support at the community-level
doesn’t mean that all community
members agree, but the developer
should seek broad consensus, and be
alert to opposition from groups within
the community.

The democratically-elected board of
the municipality generally supports
the project, but not unanimously.

It is clear that there is considerable
communication and information
needs which will have to be satisfied
by the project developers in order to
address the worries of those opposing
the project.

On balance, the situation is assessed
as a non-significant gap against the
requirement but one in need of
dedicated communications and
consultations as outlined in the

10. Communications and consultation
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no ( X¢)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

Communications and Consultations
Plan.

Resettlees and host
communities generally
support or have no major on- v
going opposition to the
Resettlement Action Plan

Not relevant

There is consent with legally
binding agreements by the
resettlees and host v
communities for the
Resettlement Action Plan

Not relevant.

Directly affected stakeholder
groups generally support or
have no major ongoing
opposition to the cultural v
heritage assessment,
planning or implementation
measures

There is no opposition regarding
cultural heritage and archaeological
remains. Based on local legislation and
regulations of relevant institutions
(see Section 8) everything related to
cultural heritage is easily accessible
and there is no possibility of deviation.
VesturVerk/HS Orka has diligently
followed the necessary steps up to
this stage of the project.

Formal agreements with the
directly affected stakeholder
groups have been reached for v
cultural heritage

management measures

See on the left

Preparation

CONFORMANCE AND COMPLIANCE

been and are on track to be met with:

Processes and objectives relating to communications and consultation have

There are no non-

There are no indications of any non-

Any communications related
commitments have been or v
are on track to be met

There are no indications otherwise.

. v .
. . There are no indications of any major | compliances compliances.
* no major non-compliances v nongomnch
® no major non- v There are no indications of any major
conformances non-conformances. o
There are no non- Y There are no indications of any non-

conformances

conformances.
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Number of Advanced Requirements met

List of significant gaps against Minimum Requirements
13 out of 14 out of which 2 are Not Relevant (93%)

There are no significant gaps against the Minimum Requirements.

Summary of findings and other notable issues

Engagement has been sufficiently inclusive of all stakeholder groups during the preparation phase so far. In addition, VesturVerk/HS Orka makes significant project
reports publicly available and publicly reports on areas of high interest to its stakeholders. There is ongoing opposition to the project but VesturVerk/HS Orka has
improved its general communication and consultation processes (for instance the addition of a communication strategy, an updated stakeholder map and an
updated Communication and Consultation Plan, and arranging of Townhall meetings and communication efforts in the local community and with other
stakeholders etc.) since the restart of the project, but there is still a lot of work to be done. It is important to consider the current situation in the affected
community through continuous consultations, to ensure that diverse perspectives are acknowledged, and their concerns are appropriately addressed, to the point

possible.

Relevant evidence o
Interview 1-7,10, 11, 13-23, 25-38 g
Document 2-6, 8,14, 17, 18, 20-24, 30, 32-34, 36, 42-45, 58, 61, 63, 68-70, 84-86, 91, 102 -106, 144-146, 152, 159, 176-178, 180-185, 187, 188, 215-218, g

220-223, 225 and 227 %
Photo 11,20 &
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11 Hydrological Resource

Scope and Principle

This section addresses the hydrological resource availability and reliability to the project, reservoir planning and downstream flow regimes in relation to
environmental, social and economic impacts and benefits. The principle is that the project’s planned power generation takes into account hydrological resource
availability and reliability in the short- and long-term, and that the reservoir and downstream flow regimes are planned and managed with an awareness of
environmental, social and economic objectives.

Background

Hydrology and flows g
Average flow at dam (m3/s) 15.9 m3/s (Hvald) :'6:3'
Minimum monthly average flow (m3/s) | Approximately 4 m3/s (January) &
Maximum monthly average flow (m3/s) | Approximately 56 m3/s (July) g":
Lowest observed flow (m3/s) 0 or very close to 0 m3/s (January-May, and September)

Highest observed flow (m3/s) Approximately 190 m3/s (July)

Design flow (m?3/s) 20 m3/s

Affected river reaches (start/end and A highly complex scheme with multiple dams, diversions and tunnels. Total length of dewatered river reaches is

how affected) approximately 30 km

Reservoir 1 - Vatnalautalén
Reservoir length (km) 6.8 km (the greatest distance from the dam wall to the upstream end)

Minimum operating level MOL (m.a.s.l.) | 323 m.a.s.l.

Normal operating level (m.a.s.l.) Variable

Full supply level FSL (m.a.s.l.) 348 m.a.s.l.
Reservoir area at FSL (km?) 7.8 km?
Reservoir area at MOL (km?) 0.3 km?
Utilisable volume (million m3) 80 million m3
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Average retention time in days

Approximately 93

Number of days for filling

Approximately 17, if done in July

Reservoir 2 - Hvalarlén

Reservoir length (km)

2.5 km (the greatest distance from the dam wall to the upstream end)

Minimum operating level MOL (m.a.s.l.)

290 m.a.s.l.

Normal operating level (m.a.s.l.) Variable
Full supply level FSL (m.a.s.l.) 315 m.a.s.l.
Reservoir area at FSL (km?) 2.8 km?
Reservoir area at MOL (km?) 0.5 km?

Utilisable volume (million m3)

44 million m?3

Average retention time in days

Approximately 45

Number of days for filling

Approximately 8, if done in July (once Vatnalautaldn is filled)

Reservoir 3 — Eyvindarfjardarlon

Reservoir length (km)

3.0 km (the greatest distance from the dam wall to the upstream end)

Minimum operating level MOL (m.a.s.l.)

290 m.a.s.l.

Normal operating level (m.a.s.l.) Variable
Full supply level FSL (m.a.s.l.) 31593 m.a.s.l.
Reservoir area at FSL (km?) 2.1 km?
Reservoir area at MOL (km?) 0.6 km?

Utilisable volume (million m3)

32 million m?

Average retention time in days

Approximately 86

Number of days for filling

Approximately 25, if done in July

Other relevant information

Article 61 of Law 60/2013 on nature conservation protects, among other things, waterfalls and lakes/ponds larger than

0.1 ha. Waterfalls are considered heritage features.
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

ASSESSMENT

Assessment of hydrological
resource availability

Field studies and hydrological
modelling have been ongoing for at
least a decade and time series dating
back to the 1970s have been utilised.

Hydrological resource assessment has been undertaken utilising:

* available data v Yes, see above.
An extensive field measurement
programme with 8 established
) auging stations has been
¢ field measurements v gauging

implemented and has included low-
flow measurements during the winter

Issues that may impact on
water availability or reliability

The between and within-year
variability has been comprehensively
studied (over 7 000 gauging days
reported in the FS, and considerably
more added since then.

A model has been set up and tested

have been identified and
factored into the modelling

project has been undertaken for a
decade.

Season. have been comprehensivel v against the long time series and
- — — : = P v updated.
® appropriate statistical v Normal statistical analyses of the data | identified
indicators set have been conducted. Low-flow measurements have been
— - conducted and use for further
The consulting firm Vatnaskil have . .
. N calibration of the model.
developed a model, starting in 2014, )
which has been updated in steps. It's For cﬁmate—change aspects, see
a rainfall-runoff model. Section 12.
. However, project planning is now
¢ a hydrological model . .
y g v relying on the field data collected
over the last decade as that has
utilised significantly more gauges in
the area, providing improved
predictions.
. . Comprehensive work aiming at . .
Issues which may impact on P . e 8 N Hydrological uncertainties and
water availability or reliabilit understanding availability, reliability risks have been extensivel
y ¥ V4 and variability of water for the y v See above.

evaluated over the short- and
long-term
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Minimum Requirements

Advanced Requirements

Requirement is met: yes () or no (X£)

Findings and Observations

Requirement is met: yes () or no ( X¢)

Findings and Observations

Hydrological resource
assessment includes
evaluation of scenarios,
uncertainties and risks

The hydrological studies address the
entirety of the requirement.

In addition, continued re-assessments
of the resource has been and is
conducted. A recent study (August
2024) focussed on an analysis of
potential future increase of the
installed capacity in order to respond
to increasing peak- and balancing
power in Iceland, as a result of
increasing wind-power capacity in the
country.

Assessment of important
considerations prior to and V4
during reservoir filling

This is part of the Feasibility Study
and also updated in ongoing
optimisation studies.

Assessment of important
considerations during v
reservoir operations

See above.

The reservoir assessment is
based on dialogue with local v
community representatives

The municipal board is well informed
and in favour (see also Section 4) of
the project. Only two landowners are
directly affected, well informed and
have both signed deals with the
developer.

Assessment of flow regimes
downstream of project V4
infrastructure

Yes, the hydrological assessment is
continuously updating this with
additional in-data especially in terms
of the low-flow season. This is also
addressed in the hydrology section of
the 2017 Environmental Impact
Assessment (EIA).

Flow regimes assessment
includes all potentially V4
affected river reaches

Yes, see above.

The reservoir and flow regimes
assessments take broad
considerations, risks and
opportunities into account

The focus is clearly on maximising
generation, the project will not be
financially viable with large
downstream-flow releases past the
dams and diversions.

However, all aspects of downstream-
flow regimes have been thoroughly
assessed, risks and opportunities
alike and ongoing studies are
investigating approaches that would
allow greater releases to downstream
river stretches.
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Flow regimes assessment
includes identification of the
flow ranges and variability to

Effectively yes, as the objective of an
e-flow would be tourism, especially in
terms of dewatered sections affecting
waterfalls attractive to the very few
tourists that visit the area.

been developed to ensure
efficiency of water use

updates.

Plans and processes for genera

tion operations are based on:

. . v

achieve different The fish population in the rivers Tha flows resimes assassment Comprehensive field studies have
environmental, social and downstream of the larger e dlar figeld - been conducted and reported in the
economic objectives lakes/reservoir (except the sections FS and the EIA.

immediately upstream of the outflow

into the ocean) is very limited.
Flow regimes assessment is Yes, EIA and additional
based on relevant scientific v comprehensive aquatic-ecology
and other information studies (including water quality).

MANAGEMENT
Plans and processes for The design is well adjusted for the
. . Yes, see above — part of the L .
generation operations have e . . . long term with installed capacity
v Feasibility Study and the ongoing Generation operations

planning has a long-term
perspective

adjusted to ensure a high availability
factor in spite of the (comparatively)
small reservoirs and strong seasonal
flow variations.

¢ analysis of the hydrological

considerations

L v Yes, see above.
resource availability
Optimisation has included
¢ a range of technical v consideration of different technical

solutions, including the recent studies
of additional installed capacity.

Generation operations
planning takes into
consideration multiple uses
and integrated water resources
management

There is only one significant
alternative use of the water in the
three main rivers included in the
project — aesthetic beauty for
(mainly) the few hiking tourists who
venture onto Ofeigsfjardarheidi. At
least 3 waterfalls — Rjukandifoss in
the Rjukandi River, Gljufrabui in the
Hvala River and an unnamed
waterfall in Eyvindarfjardara with
tourism value will be negatively
affected by the project and the
present design choice will affect all of

these to some extent, even if ongoing
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project optimisation is attempting to
minimise impacts further.

The ongoing optimisation work
demonstrates the developer’s
commitment considering multiple
uses and water management.

¢ an understanding of power
system opportunities and
constraints

Yes, the Feasibility Study and later
continued work have investigated all
the significant constraints (the main
ones being the transmission grid and
aspects of environmental protection)
as well as opportunities (the main
ones being the positive regional
impacts of 55 MW added in
Vestfjords and the contribution to
national peak- and balancing power.

¢ social and environmental
considerations including
downstream flow regimes

Yes, the EIA and the hydrological
studies.

Generation operations
planning fully optimises and
maximises efficiency of water
use

The design is fully optimised for the
available water resource.

Preparation

Plans and processes to
manage reservoir
preparation and filling have
been developed

In principle yes, these are parts of the
Feasibility Study. Details will
obviously be refined if/when an
investment decision is made.

Plans and processes to
manage reservoir operations
have been developed

See above.

Generation operations
planning has the flexibility to
anticipate and adapt to future
changes

The feasibility design is not very
adaptable to changes in water
availability, neither increased nor
decreased inflows. This could have
been a gap against this requirement,
partly caused by the strong objective
of making as small a visual impact as
possible, with low dams which are
designed to “disappear” in the
landscape.

However, the ongoing study
investigating the potential for
additional capacity to be added in the
future adds a strong potential to
adapt to changing future needs.
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Plans and processes for
delivery of downstream flow
regimes have been
developed

The hydrological studies and the EIA
discuss this in detail, but the
decisions are not yet made. There is
plenty of time to refine the plans for
downstream releases, making this a
non-significant gap. However, if clear
plans are not developed before a
decision to go ahead with the
investment this would develop into a
significant gap.

Downstream flow plans include:

Reservoir plans are based on
dialogue with local community
and government
representatives

The Government has rated the
project in the “utilisation” category in
the Master Plan — meaning that the
project is in the highest-priority class.
Consultations with the local
community of Arneshreppur has been
going on for many years.

¢ flow objectives

The main criterion for the studies of
downstream flows has been the
maintenance of touristic value of the
waterfalls and this has been studied
in detail in hydrological studies and
the EIA.

¢ magnitude, range and
variability of the flow regimes

See above.

Processes are in place to
anticipate and respond to
emerging risks and
opportunities

These plans are not finalised, but the
planning work is ongoing, and the
plant will not go into construction
before the summer of 2026 (possibly
later). This requirement is, therefore,
considered as on track to be met.

¢ |ocations at which flows will
be verified

There is no specific definition of this
yet, as environmental licences etc.,
are not yet defined. Verification will
be easily accomplished at dam sites
and guided by possible licencing
requirements, making this a non-
significant gap at this point as there is
ample time to resolve this if/when an
investment decision is made.

e ongoing monitoring

Monitoring will be the basis of the
verification described above and
implemented mainly at the dams and
in the project’s waterways.

Commitments in plans are
public, formal and legally
enforceable

See above.

Preparation
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Downstream flow plans,
where formal commitments
have been made, are publicly
disclosed

There have been no formal
commitments to downstream flows
made at the time of the assessment.

OUTCOMES

Plans for downstream flows
take into account
environmental, social and
economic objectives

The plans for downstream flows are
based on detailed hydrological
modelling and considerations of
environmental, social as well as
economic objectives have been
factored into the design. It is clear
that the social and economic
priorities dominate over the
environmental/aesthetic objectives at
this point in time. Changes may take
place as a result of the design update
under way.

Where relevant, downstream
flows take into account
agreed transboundary
objectives

Not relevant

Plans for downstream flow
regimes represent an optimal
fit amongst environmental,
social and economic objectives

Given the high social and economic
drivers for the Hvaldvirkjun project,
the flow regimes are well considered,
but cannot be considered an optimal
fit, given that waterfalls have strong
environmental protection in Iceland
and several of the project-affected
falls are considered to be important
tourist attractions, even if they have
very low visitor numbers and are not
spectacular in an Icelandic context.
Hence this requirement is not met.

List of significant gaps against Minimum Requirements

Number of Advanced Requirements met

There are no significant gaps against the Minimum Requirements.

12 out of 13 (92%)

Summary of findings and other notable issues

The hydrology of the project rivers is well studied. Assessment was first based on long time series from gauging stations near the ocean (including modelling) and
over the last decade multiple stations have been established and monitored at critical points in the catchment., providing considerably more reliable data.

Project design and optimisation efforts have been ongoing as long as the project has been studied, and still is. At the moment much of those studies investigate
the possibility for enhanced installed capacity (increased peaking capacity could support additional wind power in the region and country) as well as minimisation
of the impact on the waterfalls. The latter is the only significant environmental-flow objective identified and even if considerable efforts are going into
minimisation, these do not meet the advanced-level requirement of an optimal fit, resulting in the only significant gap at that level.
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Summary of findings and other notable issues
The downstream-flow regime of the project will depend on the result of the ongoing optimisation work and will focus on providing an acceptable flow in the three

project-affected waterfalls in the area with minimum production loss.

Relevant evidence
Interview 1,2,4,7,21,23-25, 36, 38
2-4,16, 17, 20-23, 32, 36, 58, 91, 92, 96, 97, 124, 152, 189-192, 194-197, 201, 215-219 and 229

Document
Photo 1,3,4,6,8,9,12, 13, 15, 16, 18, 19, 22

Preparation
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12 Climate Change Mitigation and Resilience

v

Scope and Principle

This section addresses the estimation and management of the project’s greenhouse gas (GHG) emissions, analysis and management of the risks of climate change
for the project, and the project’s role in climate change adaptation. The principle is that the project’s GHG emissions are consistent with low carbon power
generation, the project is resilient to the effects of climate change, and the project contributes to wider adaptation to climate change.

Background

Climate Change Mitigation

Capacity (MW) (or additional capacity
in case of expansion/ rehabilitation
projects)

55 MW

Average reservoir area (representing
area of flooded land, net of pre-
impoundment water body) (km?) (or
additional reservoir area if any, for
expansion/rehabilitation projects)

7.7 km?

Power density (W / m?)

7.1 W/m?

Emissions intensity (gCO,e / kWh)

Not calculated for the Hvala project at this stage. As the Power Density is > 5 W/m?, it is not necessary data for this
assessment.

Preparation

National and regional policies, plans
and commitments relevant to
mitigation

A Sustainability Energy Future — an Energy Policy to the Year 2050 (Government of Iceland, Ministry of Industries and
Innovation).

Iceland’s Climate Action Plan 2018-2030 and 2020 update, with specific targets for different sectors and carbon neutrality
by 2040.

Climate Change Resilience

Hydrological data available for the
project site and the basin, and
observed climate trends

The thorough project-specific studies for Hvalavirkjun plus the Government-run hydrological network established before
Hvalavirkjun planning started together with the climate-change predictions by the Icelandic Met Office.

12. Climate Change Mitigation and Resilience
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Regional and basin-level climate
models relevant to the project
location, if any

A national scientific committee has reviewed all relevant climate studies and published a summary of predicted changes
and impacts in 2023.

Iceland shows a slightly different pattern to most other countries in that warming is not predicted to be considerable over
the next 50-100 years and precipitation only expected to increase by single-digit percentage points. Different three RCPs
(2.6, 4.5 and 8.5) yield results for temperature and precipitation both above and below present levels. One clear trend is,
however, recognisable from other parts of the world — an increase in extremes in precipitation.

Any climate change predictions for the
project location, and degree of
consistency

National policies, plans and
commitments relevant to adaptation See above under “Mitigation”

and resilience

HS Orka, majority owner of the Hvalavirkjun development company VesturVerk conducts comprehensive analyses of its
Other relevant information climate-change impacts, resilience and potential contributions to national targets. The company also conducts Life-Cycle
Assessments (which include climate change as an important aspect) of its major assets.

o

o

Minimum Requirements Advanced Requirements '{E-'

Requirement is met: yes () or no (X¢) Findings and Observations Requirement is met: yes () or no ( X{) Findings and Observations g
ASSESSMENT g_':

Climate Change Mitigation

For projects with a power
density below 5 W/m?, net
GHG emissions (gCO2e) of
electricity generation have
been estimated and
independently verified

v N/A as the power density is > 5 W/m?2.

If a site-specific assessment is
- - required, it incorporates a
For RrOJeCtS with a power broad range of scenarios,
density below 5 W/m2 and uncertainties and risks
estimated emissions are
above 100 gCO»e/kWh, a site- v See above.
specific assessment of GHG
emissions has been
undertaken

v N/A, see to the left.
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An assessment of the
project’s fit with national
and/or regional policies and v
plans on mitigation has been
undertaken

The fit is demonstrated by the
expressed policy need for more
installed capacity and peak- and
balancing power to support an
increase in wind-power capacity in the
country.

As mentioned elsewhere, there is also
a clear demonstrated fit with regional
development needs as expressed by
several stakeholders and notably the
Vestfjardarstofa (Vestfjords Regional
Development Office).

Climate Change Resilience

An assessment of the
project’s resilience to climate v
change has been undertaken

Climate scenarios have been studied
and detailed hydrological analyses are
continuously updated in order to
understand climate futures. The
design is mainly focussed on
minimising negative environmental
impacts, but recent studies have also
investigated the opportunities for
additional installed capacity.

The assessment:

e incorporates an assessment
of plausible climate change at Vv
the project site

This is not done at project level but
relies on national assessments which
address regional variations across the
country.

Given the lack of significant variation
in climate futures predicted for
Iceland and the non-dependence on
glacial-melt runoff, this is considered
a non-significant gap against this
requirement but additional studies,
incorporating climate-change

Assessment of resilience
incorporates sensitivity
analysis and project-specific
hydrological modelling using
recognised climate models

For the hydrological modelling, see
Section 11. The existing hydrological
assessment is not conducted with any
climate models but only with
traditional hydrological trend analysis
and modelling and sensitivity analyses
for the project’s financial indicators
under different scenarios. However,
the impacts of several climate
scenarios from the Icelandic Met
Office on the generation plan for the
Hvalavirkjun plant is being studied
during the 2025-26 period. With the
inclusion of this work into the
project’s overall plan in 2026, this
requirement is considered as met.

Preparation
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predictions into an updated project
hydrology are ongoing.

¢ identifies a range of
climatological and
hydrological conditions at the
project site

See above

¢ applies these conditions in a
documented risk assessment v
or stress test

Overall project planning includes
scenario testing and risk assessment.
These scenarios go beyond what any
of the Met Office’s climate scenarios
do.

The risk assessment or stress test encompasses:

e dam safety v

A dam-safety study is under way and
expected to be finalised shortly after
this assessment.

e other infrastructural
resilience

Dams are the only significant
infrastructure subjected to climate-
change risks in the project, rendering
this requirement not relevant.

* environmental and social
risks

Environmental and social risks are
assessed in the 2017 Environmental
Impact Assessment (EIA) and, as
climate risks appear low in Iceland, no
climate change-driven environmental
and social risks are likely in the project
area.

* power generation
availability

There are ongoing optimisation
studies looking into a number of
options for power generation,
including availability.

An assessment of the
project’s potential adaptation v
services and fit with national

The fit of the project with national
plans and policies in this aspect is well
demonstrated as the project will

Preparation
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and/or regional policies and
plans for adaptation has been
undertaken

provide increased potential for a
diversified renewable-energy sector in
Iceland.

MANAGEMENT

Climate Change Mitigation

These plans and measures are not
developed yet, but the work is
ongoing, and the plant will not go into
construction before the summer of
2026 (possibly later). Iceland already
v has a fully renewable electricity sector
with the higher emissions being
contributed by geo-thermal power,
leaving little or no need for emissions
offsets. This requirement is, therefore
considered as on track to be met.

Design and management
measures have been
developed for
implementation and
operation phases of the
project to respond to risks
and opportunities including
offsetting emissions

If GHG emissions estimates
assume design and
management measures, there v
are plans to put these
measures in place

N/A as no emissions estimates are
necessary.

HS Orka as a majority owner of
VesturVerk, the developer, monitors
such parameters as an integral step in
its Life-Cycle Assessment work as well
as annual Sustainability reporting.

v Board decisions in both HS Orka and
VesturVerk in 2024 have decided that
all of HS Orka’s internal systems,
including green-house gas (GHG)
aspects, will be implemented fully
also for the project.

Preparation

Plans have been developed to
monitor parameters used in
GHG emissions estimates or
to monitor GHG stocks

Climate Change Resilience

Various potential designs have been The risk assessment and scenario

The project design is based on
plausible climate change
scenarios

investigated which can address
multiple scenarios but as all plausible
future scenarios for Iceland include
reduced seasonal variations and

Resilience measures take
account of a broad range of
risks and inter-relationships

testing are sufficient for investment-
decision purposes. Combined with the
dam-safety study now under way this
requirement is met.

12. Climate Change Mitigation and Resilience
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approximately unchanged average
precipitation, design options logically
focus on the opportunity of increased
generation or a shift in operational
policies towards a stronger focus on
peak- and/or balancing capacity .

Processes are in place to
respond to unanticipated
climate change

The project planning includes options
assessment of alternative generation
scenarios, enabling an adaptation to
unanticipated changes.

Structural and operational
measures are planned for
design, implementation and

As climate risks, according to the
models, are very limited, normal

Plans have been developed to

There are no plans specifically for the
provision of adaptation services, but

. . v . L provide adaptation services if the plant will in itself contribute to
operation phases to avoid or safety margins are sufficient to meet . . . .
. e . . . necessary climate adaptation. This requirement
reduce the identified climate this requirement. . .
. is, therefore, considered met.
risks
OUTCOMES
Climate Change Mitigation
The power density is > 5 W/m?. Given
the environment in which the project
is located, the emission intensity will
likely be very low (well below those of
o, o wind and solar panels), given that
Z?:;;gi:;:rgtii fomtls:lons there is little or no carbon stock in the The net emissions are likely to be
conmetwtiloncatn | oo
power generation
There is evidence from other Project net emissions are with mainly bare rock. The fact that
hydropower projects in Iceland with minimised, or project the project will also be able to support
significantly “worse” conditions in operations facilitate system increased wind-power capacity
their inundation zones, that emissions | emissions reductions enhancements in Iceland will assist
are very low. further in lowering the already low
Yes, see above. Icelandic system emissions as will the
o . - avoided diesel use (see left).
The fit of the project with In addition, securing sufficient
national and regional policies electricity for the domestic and
and plans for mitigation can v industrial need (including the
be demonstrated presently un-serviced needs) in
Vestfjords would remove the need for
diesel-fuelled back-up generation
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which consumes well over 3 million
litres of diesel/year. This mitigation
cannot be accomplished nearly as
efficiently with e.g. strengthening of
the power grid alone.

Climate Change Resilience

Plans will deliver a project
that is resilient to climate
change under a range of
scenarios

Yes, see above.

The project is resilient under
a broad range of scenarios

Just about all climate-change
scenarios include annual average
precipitation at or around present
values but with reduced seasonal
variations in river runoff, making the
project highly resilient as long as
increased flood peaks can be
managed.

The fit of the project with
national and regional policies
and plans for adaptation can
be demonstrated

Yes, see above

The project will contribute to
climate change adaptation at
local, regional or national
levels

The project is well-placed to do so at
all three levels.

Preparation

List of significant gaps against Minimum Requirements

Number of Advanced Requirements met

There are no significant gaps against the Minimum Requirements.

10 out of 10 (100%)

Summary of findings and other notable issues

change predictions.

The project would contribute to reduced systems emissions through several pathways.

Climate modelling for Iceland shows unusually low predicted changes in both temperature and rainfall over this century, as compared to most of the Arctic and
near-Arctic regions of the world. The Inter-governmental Panel on Climate Change’s (IPCC) RCPs are all tested, and results vary around today’s averages (both
colder and warmer, wetter and drier) but base cases — which best fit the changes measured so far — predict some minor increases but mainly a redistribution with
lower inter-season variability — a positive change for a hydropower project’s climate resilience. The project is evaluated with scenarios below and above the
present hydrological situation, beyond the changes predicted by any of the IPCC’s RCPs and the hydrology study is being updated to include the latest climate-

Modelling does predict an increase in extreme climate events (as is true almost everywhere in the world, given the increased amount of energy in the atmosphere
caused by a globally warming climate), but the predictions are mainly localised to the highland areas, presently partly covered by glaciers, meaning the negative
impacts of such events would be dampened, as much of the precipitation will fall as snow.
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Relevant evidence
Interview 1,2,4,7,614, 21, 22, 36, 38
2-4, 17, 20, 50-53, 58, 91, 152, 199-206, 215-219 and 229

Document
Photo N/A

Preparation
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Appendix 1 — Interviews

No Interviewee/s Organisation / Community Date
1 HSS Team VesturVerk/HS Orka VesturVerk/HS Orka 3.9.2024
2 borbergur Leifsson, Arndr Sigfusson, Erla Bryndis Kristjansdoéttir Verkis (Design and EIA consultants) 3.9.2024
3 Bjorg Eva Erlendsdéttir, Luna Grétuddttir, Gudrun Schmidt, video meeting Landvernd (Environmental NGO) 3.9.2024
4 Jakob Gunnarsson Skipulagsstofnun (National Planning Agency) 3.9.2024
5 Séley Bjarnadéttir, Jon Geir Pétursson (chairman), video meeting Rammaaaetlun (Master Plan) Steering Committee 3.9.2024
6 f;ir;(:il:]rgKristjénsdéttir, Hjrleifur Finnsson, Aalsteinn Oskarsson, video Vestfjardarstofa (Vestfjords Regional Development Office) 3.9.2025

Kristinn Arnason, Axel Vidarsson, Marin Osk Hafnadéttir VesturVerk/HS Orka, documents etc. 4.9.2025

Asbjorn Blondal, Axel Vidarsson VesturVerk Chairman / Development team 4.9.2025

Arna Bjorg Runarsdottir, Kristin Birna Ingadéttir HS Orka (Compliance and governance) 4.9.2025
10 Eiégr;:j?;:il?::ic’;arson, video meeting Orkustofnun (National Energy Authority) 4.9.2025
11 | Finnur Sveinsson HS Orka (Procurement) 4.9.2025
12 | Orn Alexandersson, video meeting BSI island (ISO auditor) 4.9.2025
13 | Hallgrimur borvaldsson HS Orka (Safety and Working Conditions) 4.9.2025
14 | Marianne Jensdéttir Fjeld, Lilja Olafsdéttir Umhverfisstofnun (The Environment Agency of Iceland) 4.9.2025
15 | Hlin Benediktsdottir, Gnyr Gudmundsson Landsnet (National Grid company) 4.9.2025
16 | Halldér Arnar Gudmundsson, video meeting VM (trade union) 4.9.2025
17 | Anton Helgason, video meeting Heilbrigdiseftirlit Vestfjarda (Vestfjords health authority) 5.9.2024
18 | Petra Lind Einarsddttir HS Orka (Human Resources) 5.9.2024
19 | Birna Larusdottir VesturVerk/HS Orka (Communications) 5.9.2024
20 | bor Hjaltalin, Lisabet Gudmundsdottir, video meeting Minjastofnun (The Icelandic Heritage Foundation) 5.9.2024
21 | Margrét Hallmundsdéttir, video meeting Natturustofa Vestfjarda (The Natural Science Institute of the Vestfjords) 5.9.2024
22 | Halldér Bjornsson Vedurstofa islands (Icelandic Met Office) 5.9.2024
23 | Eydis Saldme Eiriksdéttir, Haraldur Rafn Ingvason Hafrannsdknarstofnun (Marine and Freshwater Research Institute) 5.9.2024
24 | Sverrir Oskar Elefsen COWI (Hydrology consultants) 5.9.2024
25 | Snorri Sigurdsson Nattdrufraedistofnun (Icelandic Institute of Natural History) 5.9.2024
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No Interviewee/s Organisation / Community Date
26 | Vidir Reynisson, video meeting Almannavarnir (Civil Protection Authority) 6.9.2024
27 E\./.a Sigurbjc‘:'),rn_sdétti,r,‘ Arinbjérn Bernhardsson, Bjarnheidur Julia Fossdal, Sélveig | Arneshreppur municipal board members and development advisor 6.9.2024

Rognvaldsdattir, Skuli Gautason (Gautason)
28 | Pétur Gudmundsson Ofeigsfijordur, the main landowner and water-rights holder 7.9.2024
29 | Gudjon Ingolfsson, Ingibjorg Nimadattir, Elias Svavar Kristinsson Ingolfsfjordur and Seljanes, landowners 7.9.2024
30 | Arnbor Halldorsson rC;r;;;ancx;.()B::Ld;gsrz;;jrs.e in Nordurfjordur and planning to move 8.9.2024
31 | Gudlaugur Agnar Aglstsson Steinstun and Njdlsstadir, landowner 8.9.2024
32 | Magnus Karl Pétursson Hotel manager, Djupavik 8.9.2024
33 | Finnur Olafsson Kaldrananeshreppur (chairman of the municipal board) 9.9.2024
34 | Gauti Geirsson, video meeting Haafell salmon farming, isafjérdur (Manager) 9.9.2024
35 | David Mar Bjarnason, video meeting Farmer and resident in Arneshreppur 9.9.2024
36 | HSS Team HS Orka/VesturVerk VesturVerk/HS Orka (information-gap closure) 10.9.2024
37 Gunnar Gaukur Magnusson, telephone-meeting \r/iZ;iL;rt\]/;;ke(rboard member and shareholder), landowner and water- 10.9.2024
38 | Senior VesturVerk/HS Orka staff VesturVerk/HS Orka (closing meeting) 10.9.2024
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Appendix 2 — Documents

L Date/ . I=Ice. d
No| Author / Organisation Title Description
Year E=Eng

Parliament/ 25-Jun- [icel: "L& hverfismat
1] . un- Jcel: Log urm um Iver |smi I [The official text, publicly available on the website of the Icelandic parliament, wwww.althingi.is

Skipulagsstofnun 21  [framkvaemda og a=tlana.
2 \Verkis Nov-16 Full EIA -"HvaIaV|rkJun with I |Full EIA - Hvaldvirkjun with appendix, in Icelandic

appendix
. . Translated parts:

Verkis (t lation by HS "S f the EIA
3 erkis (translation by Nov-16 ummﬂary pages from the n E |» Summary pages (ice. ,Samantekt”)

Orka) English

e Chapter: 1 Introduction (ice. , Inngangur®)

"Opinion report on the

EIA_ Skipulagsstofnun” I Skipulagsstofnun’s report on the EIA

4 Skipulagsstofnun Apr-17

"SIA for Hvalarvirkjun with
Apr-18 |regional, Westfjords focus_Univ of| | |A full SIA document for Hvalarvirkjun - focus on the region of Westfirdir
Akureyri_2018"

"SIA for Hvalarvirkjun_focus on
Feb-18 |Municipality of | A full SIA document for Hvalarvirkjun - focus on the municipality of Arneshreppur
Arneshreppur_Univ of A_2018"

University of Akureyri,
Research Institute

[
o
=
(1]
-
@
[oH
(0]
~
Ay

University of Akureyri,
Research Institute

IAccording to the Nature Conservation Act no. 60/2013, Article 60, tree trunks are fossils that

"Registration of tree trunks/marks enjoy protection. In 2019, the Icelandic Institute of Natural History conducted a preliminary study

7 Verkis 2019 at the proposed Hvala structures" I and then VV decided to ask Verkis to do a full study in on the spread of tree trunks in the whole
area. This file is that study.
8 |Verkis 2016 |'Road design due to Hvala" | | Ofeigfjordur Road, 4 drawings - Roads within the work area, 5 drawings
9 |Lilja K. for Verkis 2016 "L?lwland vegetation around the | A sPeciaI study the vegetation in the lowlands that will be disturbed due to the Hvalarvirkjun
PP project.
10 |Arnor - Verkis 2016 |Birds | |A special study on the Birds in the area affected by Hvala in Ofeigsfjérdur
Natturufraedistofa
11 |[Képavogs og Natturustofa 2016 |Aquatic life | |Research on the aquatic life on Ofeigsfjérdur, in Hvald, Rjikandaa and Eyvindarfjordara
Vestfjarda
Natturufraedistofa "Rannséknir i dm og vétnum a . N P . . .
. e P e Continued research on the aquatic life in Ofeigsfjordur; Eyvindarfjardarvatn, Hvalarvatn, Nyrdra-
12 |[Képavogs og Natturustofa 2017 |Ofeigsfjardarheidi_December | . . . . - :
. " Vatnalautavatn, Efra-Eyvindarfjar8arvatn, dnefnt vatn, Vatnalautapollur, Hvala og Rjukandi.
Vestfjarda 2017.pdf
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L Date/ . I=Ice. L.
No| Author / Organisation Title Description
Year E=Eng

Archaeological registration in the proposed PP area. Work done By Margrét Hallmundssdottir of

13 Nattarustofa Vestfjarda 2016 Archaeological registration I Natturustofa Vestfjarda, following a request from Minjastofnun on the topic.

Icelandic Tourism Research

Center & University of "Hvalarvirkjun’s effect on tourism A report/study from Icelandic Tourism Research Center & University of Akureyri, on

14 IAkureyri - For Verkis and 2015 and outdoor activities_report" ! Hvalarvirkjun’s effect on tourism and outdoor activities. Work done for Verkis and their EIA work.
EIA
— _— s A letter from a member of the municipality board in Arneshreppur, confirming that Vesturverk is
Letter from district Confirming transmission lines over . L .
15 . 2016 . - I [licenced to change the layout of transmission lines from Hvala in the master plan of
committee Ofeigsfjardarheidi
IArneshreppur.
16 Werkis 5016 IMaterial release and surface finish| | A memorandum from V(_erllqslregardlng treatment of construction related material - and on
surface protection and finishing
17 Many 2016-17 [Comments on EIA report I |Comments from agencies and NGOs
ol
Tourists in Stranda- and o
18 |[Rannsoknir & radgjof 2016 ourists in Stranda-an I [Numbers and statistics on tourism in the area =
Arneshreppur g
19 iSOR 2006 |Geology I |Research on the local geology and geomorphology &
(0]
A comprehensive presentation from 2019 of the main issues from EIA, planning and design. E
Pl d to EIA d
20 \Verkis 2019 ansan .responses ° aroug I [History of the project, the main milestones in planning and design as well as what actions have
Hvala project . . S . N
been taken in the design to further minimize the environmental footprint since the EIA work was
completed.
21 \Verkis 2024 |Working plan for Verkis 2024 | |Please see English translation in the row below - here referencing the original Icelandic version
22 Verkis 2024 Translated: new working plan for E [Translated Verkis working plan for 2024 - Icelandic in the line above.

Verkis 2024

Memorandum from Hafro (Marine and Freshwater Research Institute (MFRI)) from June 2024 on
the WFD aspects of project development. One of the issues that had a considerable impact on
the progress of the licensing issues at Hvammesvirkjun (Landsvirkjun) and it was Hafro as a
monitoring institution that pointed out what could be done better but also came up with the
solution.

Plan around additional research
23 [Hafré & Cowi /VesturVerk | 2024/5 |needed due to water framework |
directive

NOTE: Ongoing discussion with Hafro to be finalised were the agenda is to conclude a research
agreement with them - meeting in late September.

Folder with examples, see under | Al together in the folder "Records of response to stakeholder issues" (examples):

24 \VesturVerk 2024 |, s e m .
Description”. 1. Letter to IRCA (vegagerdin) from VesturVerk and Landsnet (2024).
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2. Meetings with IRCA and report on bridges and their condition

3. Letter from ministry regarding a proposal for the protection of waterfalls

4. Letter from ministry of finance regarding utilisation rights - admitting that the agreements
would be accepted if the state has the water right.

A recent example of an External audit report. ISO standards. This one on HS Orka management

25 [BSI 2024 [HS Orka recert report Feb 24 (1) E system, carried out in feb 2024

The contractor ISTAK was requested to conduct a cost analysis on the current plan from the

26 [ISTAK 2019 [cost analysis of the design plan | designer Verkis.

HS Orka requested EFLA Consulting Engineer to do a preliminary review of the Hvala River

hyd lant (HPP) Feasibility Stud
cost and preliminary design ydropower plant ( ) Feasibility Study

27 [EFLA 2019 review |
NOTE: We usually have a full review done when the design has reached the final stage and before
contracting with a contractor. Conducted by engineering firm or by manufacturer.

28 |BSI 2024 |BSl auditors | |[External auditors at BSI

Third party experts mentioned
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29 [EFLA and iSTAK 2024 bove E+l [Third party experts mentioned for third party cost and design review
2022 -
Phase 4
30 The M_aster Plan Steering |(Work onThe Master Plan (for Iceland) £ W_epsit_e wjth all information regarding "The Master Plan for Nature Protection and Energy
Committee 5th Utilization
phase is
ongoing)
31 |Icelandic Government 2011 |L6g um stjérn vatnamala | |lcelandic adaptation of the Water Framework Directive, from 2011 with more recent updates.
Map covering all water bodies that The Environment Agency of Iceland has assessed against the
\Water Framework Directive. Water bodies that have not been affected by human activity are
automatically considered in good condition.
The Envirnoment Agency of For water bodies in the project impact area press "Leita" at the top. All defined water bodies in
32 |iceland and Icelandic Met | 2024 |Vatnavefsja I |iceland should appear. Affected water bodies in the project area [the search option on the
Office website only works for the code]:

101-909-L (Eyvindarfjardarvatn)
101-925-L (Hvalarvatn)

101-929-L (Nyrdra-Vatnalautavatn)
101-115-R (Hvala 1)
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101-116-R (Hvala 2)

101-127-R (Eyvindarfjardara 1)
101-111-R (Eyvindarfjardara 4)

"SIA for Hvalarvirkjun with
Apr-18 |regional, Westfjords focus_Univ of| | |A full SIA document for Hvaldarvirkjun - focus on the region of Westfirdir
Akureyri_2018"

"SIA for Hvalarvirkjun_focus on
Feb-18 |Municipality of I |A full SIA document for Hvaldrvirkjun - focus on the municipality of Arneshreppur
Arneshreppur_Univ of A_2018"

University of Akureyri,

33 Research Institute

University of Akureyri,

34 Research Institute

Plan around additional research needed due to water framework directive. Memorandum from

Hafro (Marine and Freshwater Research Institute (MFRI)) in June 2024. One of the issues that had

a considerable impact on the progress of the licensing issues at Hvammsvirkjun (Landsvirkjun)

. . "Minnisblad um gaedapaetti vegna and it was Hafro as a monitoring institution that pointed out what could be done better but also

36 [Hafro & Cowi /VesturVerk | 2024/5 I,I. . . g b ,,Ivg W . . ttoring Institut pol W ) .
Hvalarvirkjunar juni 2024 came up with the solution.

NOTE: Ongoing discussion with Hafro to be finalised were the agenda is to conclude a research

agreement with them - meeting in late September.
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Full EIA for Bruarvirkjun hydroplant, which began operations in 2020. Power plant with capacity

"Bruarvirkjun_matsskyrsla_loka_2

37 Mannvit 2016 " I lequal to or higher than 10 MW are automatically subjected to the EIA process. Bruarvirkjun,
016-15-06 . . .
however, is 9.9 MW. HS Orka nevertheless decided it would go through the EIA process.
38 \Verkis 2013 |Design review from VERKIS | [This report describes a review of the plans being made around Hvala HPP over the years.
39 [Landsnet 2024 System Balance Report (isl: I |Report on the outlook of overall energy balance for the energy system and grid

"Kerfisjofnudur")

Capacity- and energy balance
40 [Landsnet/EFLA 2022 |report 2022-2026 ("Afl og |

orkujofnudur 2022-2026)
"LN-21025 Areidanleiki

41 |Landsnet/EFLA 2021 afhendingar 4 Vestfjoraum_2021" I [Energy reliability in the Westfjords, report by EFLA made for Landsnet in 2021

Report on the expected balance between energy capacity and energy usage for the next five
years. Report made by the engineering firm EFLA, for Landsnet.

Regional Development "Brothaettar byggdir - Report, April A public document listing key topics and context for the project "Afram Arneshreppur", a

42 2021

Institute (Byggdastofnun) 2021" government supported initiative focusing on future development of Arneshreppur.
43 Regional Development 5023 "arsskyrsla-afram-arneshreppur- | A 2023 Annual Report for the project "Afram Arneshreppur" which has been one of the projects
Institute (Byggdastofnun) 2023" of Byggdastofnun called "Brothaettar Byggdir"
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a4 Regional Development 5018 "Afram Arneshreppur! - Markmid | A public document outlining the goals and vision for the project "Afram Arneshreppur" (same as

the later report above)

Regional Development

"Brothaettar byggdir - Annual

IAnnual report documenting the status of all "Brothaettar byggdir" (e. fragile communities)

Iceland

45 Institute (Byggdastofnun) Apr-24 Report 2023" I projects in Iceland, including Arneshreppur.
National legistlation Reeulation for sustainable land Draft for regulation about "Sustainable land-use", drafted by Landgraedslan in 2021 for the

46 |process (under 2021- usg | [Environmental and Resource ministry. In 2024 the regulation had evolved and has not yet been
consultation) passed by parliament, but was recently under consultation.

47 L:Tair:jwrnoment Agency of 2024 |Umhverfisstofnun - Kortasja I |Areas in Iceland that are officially declared protected.
The Envirnoment Agency of . L . . . . . . .

48 2024 |Alpjédlegar skuldbindingar | |Overview of international conventions, relating to nature conservation, Iceland is a member of.

Overview of the Icelandic legal framework relating to environmental matters. See the following
for conservation:

Report 2023

49 |Icelandic Government 2024 |Kaflar lagasafns: 35. Umhverfismal| | [L6g um ndttdruvernd, nr. 60
L6g um stjorn vatnamala, nr. 36
L6g um vernd, fridun og veidar a villtum fuglum og villtum spendyrum, nr. 64
"Loftslagsahsettumat- o taekifeeri Full and Updated climate change risk and opportunity assessment in accordance with TCFD
50 [HS Orka 2023 h023" & & | lguidelines (Word doc). See also chapter "TCFD" in the 2023 Sustainability report of HS Orka for
an overview.
51 |Hs orka 2023 ITCFD chapter in Sustainability £ See chapter "TCFD climate risk assessment 2023" in the 2023 Sustainability report of HS Orka for

an overview.

52 [Rikisstjérn islands

2024
update

Adgerdardeetlun i loftslagsmalum

Icelandic government climate action plan to 2030. This is a newly updated overview of the
Government action plan, not ready in English yet it seems

53 HS Orka

2023

HS Orka’s Climate policy

HS Orka's climate policy, updated in 2023 and is a sub-policy of the Sustainability Policy. Includes
reference to climate risk assessments.

54 [European Union

2020

Taxonomy Regulation DNSH
critera for water.

HS Orka's aim is to become Taxonomy aligned. That entails contributing significantly to one goal
and to do no significant harm (DNSH) to the other five goals.

Preparations are underway to meet these criteria.

55 |HS Orka

2023

Analysis work_status and
needs_policies and
Taxonomy_ 2023

A working document with analysis of needs for policy updates to align with Taxonomy’s
minimum safeguards
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L Date/ . I=Ice. L.
No| Author / Organisation Title Description
Year E=Eng
summer |, - " A more complete plan, partly based on Minimum Safeguards analysis, on prioritisation for policy
26 HS Orka 2023 Work on policies_Plan_2023 I updates and new policies. First stage fully implemented before year end 2023
Internal/HS - . . - .
58 Orka/VesturVerk 2024 |Feasibility studies E |Presentation of feasibility studies
59 \Verkis 2013 |Design review from VERKIS | [This report describes a review of the plans being made around Hvala HPP over the years.
IA comprehensive presentation from 2019 of the main issues from EIA, planning and design.
60 IVerkis 5019 Plans and'responses to EIA around | ' ' £ ' ' ' '
Hvala project History of the project, the main milestones in planning and design as well as what actions have
been taken in the design to further minimize the footprint after the EIA work was completed.
61 ILandvernd Sep-24 "Landvernd's Iette,r ’_co -HSS.. £ Landvernd's letter to HSS assessors on Hvaldvirkjun, following their discussion meeting on sept
assessors on Hvalavirkjun 3rd
M fish h that
62 [Hafré 2024 _en?o ISh research that was I [Memo from HAFRO fish research in 2024
missing from the EIA
Latest presentation by VesturVerk
63 [VesturVerk 2023 |in the event held by Vestfjords | [Status of the development of Hvala project
Regional Development Office
64 [HS Orka 2023 [HR Policies I |HS Orka's HR Policy, updated in 2023. Also on the HS Orka website.
65 [HS Orka 2023 |HR Policies I |Policy against bullying, sexual and gender-based harassment and violence, updated in 2023
66 [HS Orka 2024 [Collective agreement I |Summary of collective agreements at HS Orka and number of employees
67 [HS Orka 2024 |Introduction for new employees | |General introduction of the company for new employees, all employees receive.
Introduction for new employees The induction is done by interactive online course. PP document shows screenshots. Online
68 [HS Orka 2024 I . o
on health and safety course can only be assigned and sent to individuals
69 [HS Orka 2024 Introdectlon fornew employees | [Introduction to HS Orka's environmental matters
on environmental matters 2024
IT and document system .
70 [HS Orka 2024 | |Introduction for new employees on IT and QMS
management
. General terms for tenders and General conditions for construction work used in most construction works in Iceland and by HS
71 Stadlarad 2012 . I
contracts on construction works Orka
The civil contract for the extension of SVA6 powerplant (SVA7). Reference to the IST is in chapter
72 HSO 2023 |P101 Samningsgogn I-llI I |I.1.1 (1), special clause about labour conditions in chapter 1.6.5 and the occupational health and

safety requirements in Part VI (Hluti VI)
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L Date/ . I=Ice. L.
No| Author / Organisation Title Description
Year E=Eng
. Conditions of contract for design General conditions of contract for design and consulting services used in Iceland and in general
73 |Stadlarad 2018 . . I .
and consulting services framework contracts in Iceland
74 |Hs Orka 2024 Rammasamningur HSOrka-HD - | Service provider framework contract with HD based on HS Orka standard template. Clause 3 is
08.03.2024 about labour conditions and chain responsibility and clause 5 about health and safety
75 [FIDIC 2021 ::)dr:(c:jifi:)e:sn Book - General E |General conditions used by HS Orka for most equipment purchasing foreign contracts
SVA7 P107 - Codenser Signed Contract with Balcke Durr for the Condenser with reference to Fidic. All equipment purchase
76 [HS Orka 2022 E . L S
Contract contracts are based on Fidic except one which is based on MF/2 for historical reasons
MF2 - IEE Model F fG I
77 |EE 1999 , oaelrorm ot benera E |MF2 is used in contracts with Fuji Electrics based on historical reasons
Conditions of Contract (1)
23 lBH 5024 ESG instructions for contractors - | Working document for an ongoing project on further developing of our ESG instructions for
working document contractors (design and onsite)
79 HS Orka 2023 |HSE requirements for contractors | |Requirements for all contractors working og HS Orka sites. Published on hsorka.is
80 [HS Orka 2024 HSE requirements for contractors | [Part of all contracts for CAPEX work.
in CAPEX work
81 [HS Orka 2023 |Equality Plan | |Equality Plan and actions, 2023 update
82 [HS Orka 2023 [Equality assessment report I |BSI report
83 [HS Orka 2023 |Oryggis og vinnuverndarstefna | |HS Orka’s policy for occipational health and safety, updated in 2023.
The document "Taka stodugum framférum" is a procedure for the main process "Taka st6dugum
framforum. It describes how grievances (including occupational grievances), nonconformities,
84 [HS Orka 2024 [Taka ut starfsemina (meginferli) I |complaints, ideas and suggestions are systematically seized, reviewed and worked on for
resolution, enhancing continuous improvements . See more detailed processes in the chapter
"grievance mechanisms in section 10 "Communication and consultation"
, - . Catch deviations, ideas and tips - Describes the process on how grievances, nonconformities,
Gripa fravik, hugmyndir og . . . . . .
85 [HS Orka 2024 |, . > I |complaints, ideas and suggestions are systematically seized. They are registered and followed up
abendingar (ferli) L
in Jira.
Medhandla fravik eda abendingu Process. devi.ations and tips - Pescribes the procrass on h9w grievances, nonconformities, .
86 [HS Orka 2024 (Ferl) I |complaints, ideas and suggestions are systematically reviewed and worked on for resolution.
They are registered and followed up in Jira
Skja dir af labordi OHU
87 [HS Orka 2024 tilli?/:q:i:g! at maetabora I |Screenshots of HSE dashboard - Reported incidents
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Description

Ahaettuskra meginferlisins

verktaka i fjarfestingarverkefnum

88 [HS Orka 2024 "Tryggja heilsu og 6ryggi folks" | |Risk register for "Ensure health and safety of people
89 [HS Orka 2024 |Ahzettugreiningar starfa | USA’s for HS Orka staff
90 [HS Orka 2024 Daemi um dhazttugreiningar | [Example of JSA done by contractor in CAPEX projects

Taxonomy Regulation DNSH

HS Orka's aim is to be Taxonomy aligned. That entails contributing significantly to one goal and to
do no significant harm (DNSH) to the other five goals. The DNSH criteria includes water.

vatns

91 [European Union 2020 - E
criteria for water.
Preparations are underway to meet these criteria.
Chemical analysis of the Ofeigfjordur watershed; the Rjikandi river, Vatnalautavétn lakes,
Hvalarvatn lak d Nedra-Eyvindarfjard tn lake.
92 [COWI/Hafro 2024 |"Efnagreining..." g | valarvain fake andiieora-tyvindartjaroarvatn fake
Ongoing work with COWI & Hafro
93 Heilbrigdiseftirlit 2024 "240618_Nidurstodur synatoku a | Most recent results of the local health authority regular monitoring of HS Orka's water resource
Sudurnesja neysluvatni_Lagar sudur" in Lagar (southern pump station), Svartsengi
9 Heilbrigdiseftirlit 2024 "240618_Nidurstodur synatoku a | Most recent results of the local health authority regular monitoring of HS Orka's water resource
Sudurnesja neysluvatni_Lagar nordur" in Lagar (northern pump station), Svartsengi
95 Heilbrigdiseftirlit 5023 "231106_Nidurstdodur synatoku a | Most recent results of the local health authority regular monitoring of HS Orka's water resource
Sudurnesja neysluvatni_Reykjanes" in Syrfell, Reykjanes power plant
HS Orka monitors water table, temperature, turbidity, fluoride (due to the volcanic eruptions),
96 |Hs Orka 5024 "Environmental samples analysis E pH and conductivity. That information flows directly into our internal systems (not evidenced
results_2020-2023" here). In addition, HS Orka samples water yearly and sends off for a full chemical analysis as
evidenced in column J.
97 IThe Icelandic Government | 2015 Reglugerd um varnir gegn mengun | The Icelandic regulation on protection against water pollution, from 1999 with later changes. See

the appendices.

"Potable water pollution_Risk

Risk assessment for potable drinking water for current operations in Svartsengi and Reykjanes

98 HS Orka 2023 assessment" I power plants; Lagar and Syrfell groundwater resources.

99 |Hs Orka 2023 Hazardous"chemlcal spill_Risk | Risk assessmgnt for a spill of hazardous chemicals into the environment in current operations
assessment and new projects.

100HS Orka 2020 ['VBA -008 Vidbrogd vid mengun" | | [The response plan if pollution incidents of any kind occur in operations and new projects.

101NVerkis 2009 [Preliminary design | In the preliminary design, some insight into the area’s geological formations is provided. It

mentions that all reservoirs have bottom channel valves, which are not expected to be used
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L Date/ . I=Ice. L.
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regularly but can be activated if necessary due to sedimentation, currently estimated to be
negligible. See chapter 4.3.3 bottom outlet and 2.4. Bedrock

102/HS Orka 2023 [Sustainability Report 2023 E [See Human Resource chapter and GRI Index

"Open In addition to mandatory EIA meetings and presentations VesturVerk conducted an open
103VesturVerk 5018 Meeting_Vestfjords_Electricity | meeting in Isafjérdur addressing the status of the electrical system in the Vestfjords and how it

will benefit from Hvalarvirkjun. Around 100 guests attended and the event was also streamed. In
addition to VesturVerk, Orkubu Vestfjarda (OV) and Landsnet gave presentations.

"Letter to IRCA - VesturVerk and

In August 2024 VesturVerk and Landsnet joined in a letter to the Icelandic Road and Coastal
Administration (IRCA) outlining the road improvements in Arneshreppur necessary for the

VesturVerk/Landsnet Aug 24 | e . o -
104 ! / ue- Landsnet - August 24" construction of Hvalarvirkjun. The two companies urge authorities to initiate talks between
stakeholders regarding the matter.
In landowner agreements, the project is outlined, permission is given for research and use of the
105\VesturVerk 2008 [Landowner agreement - Ofeigsfj. | |\waterfall, and guidelines are set for land management. Developers must follow these guidelines
and aim to minimize environmental impact.
In landowner agreements, the project is outlined, permission is given for research and use of the
106\VesturVerk 2009 |Landowner agreement - Eyvindafj.| | |waterfall, and guidelines are set for land management. Developers must follow these guidelines
and aim to minimize environmental impact.
A summary put together for the board of VesturVerk listing the local, regional and national
107VesturVerk Aug-24 "Commu_nity Ben.efits"— Proposed £ benefits 9f Hval'a’rvirkjun, both in terms 9f its impact on the eIectriF syste':m as we!l as the Possible
and possible projects community projects VesturVerk could bring to the table and participate in. Compiles previously
made proposals, issues and risks, and projects under consideration.
N . ) A PPT internal document meant to present an overview and details regarding possible
Community Benefits of . . ) L . . .
108\VesturVerk May-24 o, E |community projects and benefits. This is a live document that will be used for further discussions
Hvalarvirkjun" - PPT .
and analysis.
First version of risk assessment conducted by the owner of the project in 2019. To be updated.
109Vesturverk 2019 Risk Anlysg TONvala E Note: With the main contractor a safety-risk assessment will be conducted for the construction in
detail.
; Aheettugreini fyrir ymis storf i
110|Istak 2024 N ugrelnlhgar ynrymis stort | |Few examples of task-based safety-risk assessments
SVA7 verkefni
111fistak 2023 |Oryggis- heilbrigdisaaetlun SVA7 | |Health and safety management plan for project SVA7
112/HS Orka / Verkis 2023 |BHU Kafli P101 SVA7 samnings | SVA7 construction project which is ongoing in 2024, HSE part of contract with main contract

which is also HSE coordinator for the project
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Year E=Eng
Neydarrymi deet!
113HS Orka 2022 eydarrymingarasetiun vegna | |[Emergency evacuation plan for Svartsengi (including SVA7)
eldsumbrota
Krof tadlar OHU méla i
114HHS Orka 2023 .rlo ur / staolar matat | |HSE requirements / standards for CAPEX projects
fjdrfestingaverkefnum
115HS Orka 224 Inr?rl UttEI.(.t me'glr]fer!llsms Tryegja | |Internal audit of the main process "Ensure health and safety of people"
heilsu og 6ryggi folks
117Verkfraedistofan Vista 2024 HS Orka'\-HZIS Skyrs'la 1”1 Grindavik | A'summary repc?rt for HS Qrka s hydrogen sulphide monitoring close to Grindavik, in accordance
2023-15januar24 Vista with the operations permit.
118HS Orka 2020 ['VBA -008 Vidbrogd vid mengun" | | [The response plan if pollution incidents of any kind occur in operations and new projects.
119 I[\;T:rt]l;iufraeélstofnun 2024 |Vistgerdarkort I |An updated vegetation map for Iceland, including Hvala area.
HS Orka's aim is to be Taxonomy aligned. That entails contributing significantly to one goal and to
. do no significant harm (DNSH) to the other five goals. The DNSH criteria for water covers fish
. Taxonomy Regulation DNSH . . . . . .
124European Union 2020 . E |migration as well as compliance with the Water Framework Directive (see below).
critera for water.
Preparations are underway to meet these criteria.
125V arious 5016 Istakeholder comments on the EIA| | D.lre(':tora'te of Fisheries and Icelandic Institute of Natural History have provided comments on the
biodiversity part of the EIA.
s xe gl s 20230525 - Heilbrigdiseftirlit HS Orka operational permit from the local health authority, for Svartsengi. See 8.12 for
Heilbrigdiseftirlit . e . o . . A " . .
126 . 2023 [Sudurneskja - Starfsleyfi fyrir I |monitoring requirements concerning the effects on sea life in Arfadalsvik into which a pipe from
Sudurnesja i ; i
Svartsengi the power plant is led. Condensate and separator water flows through the pipe.
o 120200505 - Heilbridigseftirlit HS Orka_ope_rationall permit from the !ocal health authority, for.Reykjahes power p!ant. Seg 8.5
Heilbrigdiseftirlit . . for monitoring requirements concerning the effects on sea life in Reykjanes shore into which a
127 . 2020 [Sudurnesja - Starfsleyfi v 1000MW I . . .
Sudurnesja . L pipe from the power plant is led. Condensate, separator water and warmed cooling sea flows
Reykjanesvirkjun .
throught the pipe.
131/skéeraktin 5019 "Bruarvirkjun_Endurheimt_Votlen | Mitigation measures in the Bruarvirkjun hydroplant project included wetland restoration. A
& dis_Skyrsla" contract with the Icelandic Forest Service was signed and 10 ha of wetlands were restored.
1320skograektin 2019 IIBruarwrkjun_endurhelmt_skyrsla | Mitigation measures in the Bruar\'/lrkjun hydroplant PrOJect included forestation. A contract with
the Icelandic Forest Service was signed and 25 000 birch trees were planted.
133HS Orka 2023 [Sustainability policy | |HS Orka's aim is to ensure appropriate monitoring of the company's effects on the environment.
134HS Orka 2023 [Sustainable development goals | |HS Orka's sustainable development goals, thereof goal nr. 15, Life on land
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The Envirnoment Agency of . - . . . . . . .

135Ice|and 2024 |Alpjodlegar skuldbindingar | |Overview of international conventions, relating to nature conservation, Iceland is a member of.
. . Flagging identified items
136VesturVerk « :T:Sand construction working |
Concluded with the main contractor - example from Bruarvirkjun for comparison.

137|Law 2012 |Law | |work according to law nr. 80/2012 on Cultural heritage
138VesturVerk 2024 |License table E [Table with licence and planning milestones for Hvala PP

"Internal website_overview of
139HS Orka Current [relevant policies and |
procedures_2024"

Internal website where to find a list of policies and requirements, relevant laws and standards,
organisational structure etc. (PDF overview from a live web page)

140HS Orka Current |Website | |[External website where to find various information about HS Orka e.g. the business, policies and

ol
organizational structure. g
@
©
141HS Orka Current |Website E [External website where to find publications from HS Orka e.g. annual accounts and 0,
sustainability reports . ?_,’
[a¥
142HS Orka Current Website | |General business conditions
143HS Orka Current |Website | |General procurement and payment conditions
144Hs Orka Current ["Gangverk Sidareglur...” | HS Orka’s Code of Conduct. Not publicly available but accessible to all employees on the internal

website + in the management system

HS Orka’s Anti Bribery Policy. Not publicly available but accessible to all employees on the

145HS Orka Current "Gangverk Reglur gegn... I internal website + in the management system

146Hs Orka Current ["Gangv Reglur um uppliéstrun...” | !—IS Orka’s Wh'lstleb'lower Policy. Not publicly available but accessible to all employees on the
internal website + in the management system

147Hs Orka 2024 [Ferlar | Cu.r.renjc licensing and planning processes for power plant options larger than 10 MWe and in the
utilization category of the framework plan

2024-07- . Here is a document including three examples of internal audit reports of HS Orka. All internal
148HS Orka 24 Internal Audit Reports - Examples | audit reports are registered, stored and followed up in JIRA.
149Hs Orka 2024-07-Taka Ut starfsemina | The process 'Taka ut starfsemina" in HS Orka's management system describes how internal and
24 external audits are planned, performed and followed up.
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2024-07- The 2024 pla'n for |ntgrnal audits, Here is a list of planned internal and external audits in year 2024 as well as risk assessments of
150HS Orka external audits and risk .
24 main processes.
assessments of processes
Ongoin "Integration and compliance Snapshot of how the integration plan is divided into subtasks for various departments and staff -
151HS Orka 2(g)24 g project for Fjardararvirkjanir_from This is the compliance/integration plan for Fjar8ararvirkjanir, a 10 MW hydropower plant
the JIRA management system" purchased in 2023 by HS Orka. Snapshot from the JIRA management system.
"/ESTURVERK BOARD SIGNED This is a docur?ent with a bo_ard meeting propos_al for Vesturvgrk s .board, docqmentmg the
02-Sep- proposal that "Vesturverk will to all extent possible use and align with HS Orka’s management
152\VesturVerk DECLARATION for HSS . ). . .
24 " planning systems and relevant policies and documents." It gives a number of examples. Signed
assessment .
and accepted unanimously.
2024-07-Stjérna og vinna verkefni The doc.u"ment "?tjérna og vinna verkefni" is a procedure for t.he main proce_ss 'fStjérna ogvinna
153HS Orka . . verkefni." It outlines how HS Orka manages and works on projects from beginning to the end.
25  |(meginferli) . . : .
Including project planning and compliance.
The document "Stefna og krofur” is a key document regarding compliance assurance. It includes
the external policies, laws, requirements, standards etc. that apply to HS Orka's activities and
2024-07- . . . . . . .
154HS Orka 75 Stefna og krofur operations. This document is updated regularly in the management system e.g. in connection
with internal audits and through regular information updates on changes in the external
lgovernance system.
15504s Orka 2024-08-VFR - 120 Samraeming vid |6g This document describes the process through which external requirements are monitored by HS
30 |og reglugerdir Orka and updated in the relevant processes in the management system.
156HS Orka 2024 |Law and regulations Excgl document with an updated overview of laws and regulations that HS Orka aligns with
(being moved to Gangverkid)
157Hs Orka 2024-05- Process council meeting Process council meeting minutes show compliance with laws and regulations for the processes
21 that were presented
. Revi fl d lati b .
158\VvsSO Jan-24 e\{lewc? aw_s e 'feg” ations by Review of laws and regulations by VSO engineering office
VSO engineering office
There is a process within the company to ensure a channel for employees to communicate
information and/or data where they stand in good faith about violations of the law or other
reprehensible behaviour in HS Orka's operations in accordance with the law on the protection of
159HS Orka 2024 |Internal whistleblower process whistleblowers no. 40/2020. There is also a process for if employees go against the code of

conduct or display other reprehensible behaviour. Notifications of this nature can come both
from employees, from external sources or anonymously. Notifications are placed in the
appropriate process and managed on a case-by-case basis.
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L Date/ . I=Ice. L.
No| Author / Organisation Title Description
Year E=Eng
This is an Assessment Report from BSI from February 2024. The standards assessed are the
1608s! Feb-24 |HS Orkarecertreport Feb 24 (1) | B o) 000150 45001:2018, 1SO 9001:2015, ISO 14001:2015
e The folder "Certificates from BSI" contains valid certificates of the standards ISO 9001, ISO 14001,
161gs! Current (Certificates from BS| E ISO 45001 and iST 85_2012 (an Icelandic standard for Equal Pay Management System)
2024-07-2024-07-24 List of External ISO- L . . .
162HS Orka 24 |Audit Reports 2018-2024.docx | [Here is a list of external (third party) ISO-audit reports conducted by BSI in the years 2018 - 2024.
Reitun - ratings report on 10 ke Reitun is a third party provider of business sustainability ratings. In 2023 they rated the
163Reitun 2023 <uobliers gsrep Y | [sustainability performance for 10 of HS Orka's main suppliers. Here are the main results. More
PP detailed results were documented for each supplier.
. Reitun - a company specific Example of a report from Reitun (third party) on the sustainability rating of one of HS Orka's
164Reitun 2023 S . I . y
sustainability ratings report supplier (transportation company)
Ranking of Iceland in the
165HS Orka 03-Aug [CORRUPTION PERCEPTIONS INDEX| E |A memo including information on Iceland's score in the Corruption Perception Index 2023
2023
2024-07-|Utvega adfong og bjénustu The <.:I'ocume"nt "Utvega aéféng og bjénusty" is a proce_dure for the mai.n proc.ess "Utvega adfong
166[HS Orka - . I log pjénustu" (e. Provide supplies and services). It outlines the purchasing policy and
25  |(meginferli) . . . .
management. It also describes how HS Orka plans and manages supplies and communicates with
\vendors.
The document "Kaupa vorur og pjonustu med innkaupabeidni" describes the process of buying
167HS Orka 2024-07-Kaupa vorur og pjonustu med | products and services.
25 linnkaupabeidni" (ferli) Note - In the management system there are numbers of more detailed job descriptions regarding
purchasing.
168Hs Orka Current [samantekt samningsgagna 1+E Over\_/i.ew over all contracts in SVA7 Yvith type of contract, name of contractor, general
conditions, contract amount and delivery date
2024-07-[Birgjamat - skilgreiningar og The process "Birgjamat - skilgreiningar og viomid" describes the the screening criteria used for
169HS Orka x . I .
25  vidmid (ferli) evaluate supplier performance.
2023-04-F | P104 - tni
170HS Orka ?N? uppsetning I [Prequalification questionary for possible bidders for Mechanical works in the SVA7 project
15  |vélbunadar
171Hs Orka 2024-01- omail: RE: Niduurstada forvals | Emall, rejec_tlng suppliers to participate in a bid process for mechanical works in SVA7 due to lack
25 of information about health and safety performance
2024-07- . . The process "Meta birgja" describes how supplier performance evaluation is prepared,
HS Ork Meta b ferl |
172 ra 25 eta birgja (ferli) performed and followed up by HS Orka
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L Date/ . I=Ice. L.
No| Author / Organisation Title Description
Year E=Eng
173Hs Orka 2024-05- gg:é-iai-bllz g/lljemlo (ér;:nezr;r;;ect | /A memo about HS Orka's project "Sustainable supply chain", including sustainability rating by a
17 b024 PPl third party of the 10 main suppliers of HS Orka and a follow up through supplier meetings.
Minutes from the tender opening meeting for P105 (control system). In the SVA7 investment
2024-06- project (10billion+ ISK) we have been moving towards on-line opening meetings where all
174Hs Orka 11 SVA7-P105 opnunarfundur I bidders are invited. All bids are opened and the price is disclosed as well if there is any variation
from the tender documents
175HS Orka/KPMG 2023+ External ass{urance and £ See for example the signed declarations from KPMG accompanying both the 2023 Sustainability
accountant’s statements Report and the 2023 annual account of HS Orka.
"NEW and UPDATED stakeholder New and updated Stakeholder Registry for the Hvalarvirkjun project. To be used in this format for
176\Vesturverk/HS Orka 2024 |registry for Hvalarvirkjun_copy | [the work ahead. Connects with the communications plan + the broader communication strategy
from sept2 2024" document below.
A presentation made in Arneshreppur in June 2024, for the municipality board members. This
"Presentation_Arneshreppur_June presentation is also the basis of the public meeting in Arneshreppur on the 26th of August 2024.
177VesturVerk Jun-24 . . E . . . . . . . . .
2024_English version Gives an update on key issues regarding the Hvald project, including environmental issues and
mitigation analysis.
C:\rlnill?ll’;\;[czlg:r;r-ld stakeholder A memorandum for the board of VesturVerk, with an overview and summary of milestones and
178VesturVerk Aug-24 involvement E |projects involving consultation and stakeholder involvement for Hvalarvirkjun, from 2015 to
»015-2024. " IAugust 2024.
August PPT version - Public Meeting in Open publlc' information meetmgpmtly with Landsnet, in Ar'neshreppur on 26th of Augl'Jst. -
180\VesturVerk 26th |, | |Added publicly (report + slide-show) on the Vesturverk website the same day/evening. Link here
Arneshreppur August 26th 2024 . .
2024 to the report and slides on the website.
" An information newsletter (#1), sent to the municipality of Arneshreppur outlining the status of
Hreppsnefnd . . . . .
181\VesturVerk Dec-24 |, " | the project and giving an update on HSS assessment plans. The idea is to issue a newsletter every
Arneshrepps_29.12.2023
6 months.
A newsletter (#2) sent to more recipients than the first; to Arneshreppur and neighbouring
182\VesturVerk May-24 I [communities as well as regional organs, giving an update on the status of the project and
informing about the full HSS assessment.
Communications Plan and A Communication.s PIa.n has been I.aic_l out for the next 12 mon.ths of the p_roject, outlininglthe
183VesturVerk / Aton Sep-24 Template for Hvalarvirkjun sept | goals for communications, both within the company and outside. It contains a calendar with

2024

some of the upcoming milestones, five key messages in addition to possible crisis scenarios and
risk management. The plan is a work in progress based on upcoming clearance of landowners
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L Date/ . I=Ice. L.
No| Author / Organisation Title Description
Year E=Eng

and water right issues, application for construction permit for preparatory work, EIA work of
Landsnet, etc.

A draft for an overall communications strategy for Hvala. This was based on prior work, new

"Hvalarvirkjun_Communications workshops and meetings internally and with external consultant. This is part of the overall

184esturverk/Aton June Strategy with Aton_june24" I communications and consultation work that also includes an updated stakeholder mapping
registry, and a more detailed communications plan. (see in the lines above)
"Hvalarvirkjun Communications . . D . . .
Lesestuverfion | e irieay ST o e o of e Gt sty o s, e o g
VERSION_english" purp & PP :
2024-07-[Nonconformities in audits The document "Non-conformities in audits handled in Jira" shows how non-conformities are
186[HS Orka . - E . | . o -
25  |registered in Jira registered and handled in Jira. Grievances are handled similarly in Jira.
The document "Gripa nafnlausar abendingar" describes the process (draft) that allows people
2024-07-| ., . . (whistleblowers) to make anonymous disclosures regarding misconduct or raising other concerns 5
HS Ork G fnl bend | 5]
187 ra 26 ripa natniausar abendingar connected to HS Orka. This is done through a registration form on the external and internal web g
of HS Orka. =
188HS Orka 2024-09-|Nafnlausar abendingar - | A registration form on the external and internal web of HS Orka where people (whistleblowers) %
02  [skraningarform & vef can make anonymous disclosures/complaints. E

INFO: Below is the model that Vatnaskil originally produced in 2014 and updated 2017. The data
available was flow measurement back to 1976 in Hvala but in 2015 six measurement location
were added for the development of Hvala. Today we use COWI (Sverrir) to monitor and interpret

189COWI 2024 [5622202-000-CMO-0005.pdf | data

Presentation from COWI this summer of current status of hydrological analyses.
190Vatnaskil 2017 |Flow model I |River flow model - Vatnaskil
191\Vatnaskil 2017 |Flow model | |River flow model - Vatnaskil - extra

Reglugerd um varnir gegn mengun The Icelandic regulation on protection against water pollution, from 1999 with later changes. See

192[The Icelandic Government | 2015 .
vatns the appendices.

Draft Cumulative Impact
193\VSO/Vesturverk/HS Orka 2024 |Assessment for the Hvaldvirkjun E [Special-purpose report to supplement the 2017 EIA
hydropower project

A recent analysis with a possible further power increase then the third engine at Hvala where
| |potential energy production is reviewed. Still in draft form and yet to be reviewed by experts at
COWI.

CAPEX and energy and power

194\erkis 2024 .
production.
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No| Author / Organisation Title Description
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COWI been asked to do the operational plan for the project. Expecting first results before end of
195\Verkis/Cowi and HS Orka 2024 |Ongoing work | [September 2024 followed by discussions with the sales department of HS Orka to have

operational plan ready.

This preliminary design is based on better assumptions than usual. However, to finalize the
design, we need studies on construction materials for dams and core drilling at the power station
site. We also need better flow measurements in the highlands and an assessment of minimum

196\Verkis 2017 |Priliminary design | winter flow.
That is being conducted by specalist from Cowi.

197/COWI 2024 InCIUded in Sverrir (COWI) analysis I [Included in Sverrir (COWI) analysis - Ongoing work

- Ongoing work
199cowli 2024 Memo c_>n power density I [Memorandum with updated numbers.

calculations

Fiér6a samantektarskyrsla Updated summary of the scientific committee about climate change and its effects in and around
200Vedurstofa islands 2023 |visindanefndar um | P y g

loftslagsbreytingar

Iceland.

First version of risk assessment conducted by the owner of the project in 2019. To be updated.

201Vesturverk 2019 Risk Anlysis for Hvala E Note: With the main contractor a safety risk assessment will be conducted for the constrution in
detail.
) - - - . . s - S
202Rikisstjorn [slands 2020 |Adgerdarazetiun i loftslagsmalum | Icelandic governm'en't cI'lmate action plan to 2030. See Samfélagslosun ->S.1. Orkuvinnsla
S.1.A. Jardvarmavirkjanir for geothermal power plants.
HS Orka's aim is to become Taxonomy aligned. That entails contributing significantly to one goal
and to do no significant harm (DNSH) to the other five goals.
203Verkis/HS Orka 2023 |LCA Svartsengi £ Preparatlf)ns are underway to -meet these criteria. Or-1e .step was life-cycle analysing Svartsengi
and Reykjanes power plants with respect to GHG emissions.
Svartsengi power plant LCA analysis results show that it substantially contributes to the climate
mitigation goal of the Taxonomy regulation by being <100gC0O2eq/kWh.
HS Orka's aim is to become Taxonomy aligned. That entails contributing significantly to one goal
204Verkis/HS Orka 2023 |LCA Reykjanesvirkjun E and to do no significant harm (DNSH) to the other five goals.

Preparations are underway to meet these criteria. One step was life-cycle analysing Svartsengi
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L Date/ . I=Ice. L.
No| Author / Organisation Title Description
Year E=Eng
and Reykjanes power plants with respect to GHG emissions.
Reykjanesvirkjun power plant power plant LCA analysis results show that it substantially
contributes to the climate mitigation goal of the Taxonomy regulation by being
<100gC02eq/kWh.
205[The Met Office web site 2024 |Iceland climate report E |lceland climate report
ZOGIhe Met Of.ﬁfe web site, 2024 |Water bodies network E |Water bodies network
Vatnavefsja
Vidbragd ef hraunrennsli stefnir
207HS Orka 5023 at? Svartsengi og timi er til | Response p!aYn if lava flow is heading towards Svarstengi and there is time for shutdown and to
nidurkeyrslu og prepare resiliance.
fragangs
Logreglustjorinn &
Sudurnesjum .
Vidbragdsazetl .,
208Almannavarnanefnd 2021 | rog _saae .un ve,gna | |Response plan for eruption close to Grindavik
. , eldgoss vid Grindavik
Grindavikur
Rikislogreglustjorinn
209(CEIC Data 2024 |Market data E |Financial and economic information online
210[Trading Economics 2024 |Market data E [Financial and economic information online
211:Er:Jt:crjnat|onaI Monetary 2024 |IMF Datamapper E [Country information on economic data
212The Global Economy 2024 |Web site E |Learning resources and data on the world economy
213Freedom House 2024 |Whb site E [Information on countries and territories
214[Transparency International | 2024 |Corruption Perception Index E |[Information on CPl in all countries in the world
215\Verkis 2025 |Draft Project Management Plan | |Draft PMP to provide structured framework for managing the Hvala project from start to finish.
ToR Framework Environmental This is a ToR and PO for Verkis to establish a FRAMEWORK Environmental and Social
, and Social Management Plan, . . . o . .
216\Verkis 2025 I |Management Plan, including actions and monitoring plan for the environment and society for the
complemented by Purchase Order .
Hvald power plant.
for the work.
2024- . , . ,
217|Landsnet 2025 Website for Landsnet’s EIA work I/E |Website for Landsnet’s EIA work
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No| Author / Organisation Title Description
Year E=Eng
. . Cumulative Impact Assessment for| . , @ . .
218VSO Consulting 2025 Hvalarvirkjun I |An updated Cumulative Impact Assessment (CIA) for Hvalarvirkjun and the Hvala power lines
219/cowl 2025 |PO for climate change scenarios I [PO with COWI to do work on estimating potential impacts of climate change on the flow/project
220\VesturVerk 2025 Communlcatllon and consultation I |Communication and consultation plan for Hvala
plan for Hvala
2024- . . N :
221\Vesturverk 2025 Stakeholder involvement Overview of communication and stakeholder involvement - from Sept 2024 - May 2025
222Vesturverk 2024 INewsletter to stakeholders | NeV\_/sIetter to Arneshreppur municipality, neighbouring municipalities and Vestfjardastofa, The
Regional Development Agency
223Vesturverk 2025 INewsletter to stakeholders | Nevs'/sletter to Arneshreppur municipality, neighbouring municipalities and Vestfjar6astofa, The
Regional Development Agency
Landsnet’s Draft Syst I
224|Landsnet 2025 andsne s Drait oystem pfan | |Draft Long-term system plan 2025-2034 - Landsnet 5
2025-2034 o
@
225 Fjérdungssamband 2025 Public comment on government’s | Public comment from the body of all municipalities in the Vestfjords, on the Icelandic E
Vestfirdinga budget proposal for 2026-2030 government’s budget plan for 2026-2030 %
226HS Orka 2024 [Supplier Assessments \/E Gives an gverwew of HS Orka’s work with Reitun and Ecovadis on sustainability assessments of a
key suppliers.
227HS Orka 2024 |Grievance Processes | A do'CL'Jment showing the internal process for handling and responsibilities when it comes to
receiving anonymous messages
Memo on the development of
228\VesturVerk 2025 E |Memo on the development of procurement procedures
procurement procedures
229|CowlI 2025 Cl|n'1ate-change addjpion toThe I [ToR from Cowi with a proposal for defining this work.
project hydrology
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Appendix 3 — Photographs

Photos 4, 6, 12, 16, 18, 19 and 22 by VesturVerk, all other photos by Bernt Rydgren

Photo 1: Dam axis at the planned intake site, ca 315 m.a.s.l. Photo 2: Djupavik Hotel with old herring factory - now art and history museum
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Photo 3: Drangajokull from Ofeigsfjardarheidi Photo 4: Efra Eyvindarfjardarvatn outlet
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Photo 5: Farm in Arneshreppur Municipality

Preparation

Photo 7: Harbour seals in Ofeigsfijordur Photo 8: Hvala River about 200 m.a.s.l.
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Photo 9: Hvalafoss
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Photo 11: Meeting with the Arneshreppur municipal board Photo 12: Nedra Eyvindarfjardarvatn dam site
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Preparation

Photo 14: Moss in seepage line on Ofeigsfjardarheidi, around 50 m.a.s.l.

Photo 13: Hvala River, confluence with Rjukandi River in the background
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Photo 15: Nedra Hvalarvatn Photo 16: Nyrdra Vatnalautavatn outlet

[
(o]
=
(1]
—
@
[oR
(0}
fut
Ay

Photo 17: The herring factory in its operational time. Djupavik museum Photo 18: Rjukandi dam site

Appendix 3 — Photographs Hydropower Sustainability Standard | 132



Hvalarvirkjun, 55 MW, Iceland

Photo 19: Rjukandifoss
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Photo 21: The old Arneskirkja in Nordurfjérdur Photo 22: Unnamed waterfall in Eyvindarfjardara River
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Photo 23: Vegetation on Ofeigsfjardarheidi, around 200 m.a.s.l. - 2 Photo 24: Vegetation on Ofeigsfjardarheidi, around 200 m.a.s.l.
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Photo 25: Vegetation on Ofeigsfjardarheidi, around 250 m.a.s.l. Photo 26: Vegetation on Ofeigsfjardarheidi, below 50 m.a.s.l.
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Photo 27: View over Ingolfsjordur Photo 28: View over the Ofeigsfjordur coast line, (left to right — south to north)
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