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Five-year financial overview

Corporate structure
1% Class A shares 99% Class B shares

Amounts in NOK 1000

* Changes from 2010-2011 due to acquisition of companies developing renewable energy projects.

Profit for the year - Vardar
(before and after tax)

Equity ratio – Vardar

Return on equity – Vardar

Key figures

Profit after tax by business area

Production by business area
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IFRS 2012 2011 2010 2009  2008 

Income Statement – Group

Operating revenue 616 634   344 664 322 731 385 345 309 651

EBITDA 116 770 156 651 181 795 211 402 20 437

Operating result 41 307 127 275 156 391 181 567 -1 736

Profit before tax 220 728   201 679 244 367 396 142 12 432

Result for the year 206 536 156 337 182 048 338 450 359

Balance sheet – Group

Total assets 6 165 443  4 270 693 3 910 409 3 740 949 3 510 217

Equity 2 457 876 1 821 095 1 634 329 1 650 358 1 436 231

Equity ratio 39.9% 42.6% 41.8% 44.1% 40.9%

Equity ratio incl. subordinated loan capital 48.1% 54.5% 54.8% 56.5% 54.2%

Return on equity 14.0% 9.0% 11.1% 21.9% 0.0%

Profit for the year – subsidiaries (NGAAP) 2012 2011 2010 2009  2008 

Hydropower 58 928  57 093 46 307 39 736 108 156

Bioenergy -24 251 -8 575 -7 033 -8 583 -11 499

Wind power abroad 152 672   40 916 11 251 13 612 23 480

Wind power Norway* -9 035 -1 608 249 1 129 14

Real estate 974 345 379 577 -215

EB (IFRS, associated companies) 216 292 254 818 275 624 358 270 402 628

Buskerud County Council Municipalities
in Buskerud

VARDAR AS

HYDROPOWER

Uste Nes AS

ENERGISELSKAPET 
BUSKERUD

(EB)

BIOENERGY
Hønefoss Fjernvarme AS
Øvre Eiker Fjernvarme AS

WIND POWER 
NORWAY

Vardar Boreas AS

WIND POWER 
ABROAD

Vardar Eurus AS

REAL ESTATE AND
PROPERTY MANAGEMENT

Vardar Eiendom AS
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MAY
An investment decision was 
made for phase 2 of the 
Midtfjellet Wind Power Plant. 
While phase 1 was constructed 
with aid from Enova, Midtfjellet 
Phase 2 will be the first major 
wind power project in Norway 
constructed with electricity 
certificates.

OCTOBER
The Aseri Wind Farm in 
Northwestern Estonia received 
approval from the Estonian 
authorities. The farm has an 
installed power capacity of 24 
MW, which will give 65 GWh 
of clean renewable energy 
production annually.

NOVEMBER
Zephyr obtained a licence to build 
and operate the Tellenes Wind 
Power Plant in the Municipality of 
Sokndal in Rogaland. A licence 
has been granted for a wind 
power plant with an installed 
power capacity of 200 MW.

SEPTEMBER
Cuiteliai Wind Farm in the 
western part of Lithuania 
started trial operation. The 
farm has an installed power 
capacity of 39.1 MW, which 
will give 108 GWh of clean 
renewable energy production 
annually.

JUNE
Zephyr obtained a licence to build 
and operate the Remmafjellet 
Wind Power Plant in the 
Municipality of Snillfjord in Sør-
Trøndelag. A licence has been 
granted for a wind power plant 
with an installed power capacity 
of 130 MW.

JUNE
Construction of the Oisu Biogas 
Plant in Estonia started. The 
project will give us expertise in 
the production of electricity and 
heating from biogas. Oisu will 
produce approximately 8.4 GWh 
of renewable energy per year and 
an equal amount of heating.

AUGUST
The installation of windmills 
started in Midtfjellet Phase 1 
and production will come online 
in September. In December 21 
windmills with a total installed 
power capacity of 52.5 MW were 
installed on the mountain.

Vardar is a group in which the operational part of the business is carried out through
its subsidiaries and associated companies.

Vision

Seeking value through active ownership.

The Group focuses primarily on investments in the production of power, based on renewable 
energy sources. Vardar’s focus on renewable energy includes investments in hydropower, 
bioenergy and wind power – all with energy sources originating from solar power. Vardar also 
participates in development projects related to renewable energy production. The company’s 
investments should contribute to the development of green values and be a contributor to 
meeting global climate challenges.

Business concept

Vardar shall contribute to increasing the supply of clean, 
renewable energy.

Vardar shall be an environmentally focused Group. In addition to the climate-related benefits 
that are realised through the company’s investments, the Group’s activities shall be marked by 
high environmental and ethical standards. The company has a long horizon for its ownership, 
and an expectation that the value and importance of renewable energy will increase as a 
result of international climate targets. The company’s vision of creating value through active 
ownership makes satisfactory profitability a prerequisite for carrying out investments.

Highlights

2012
Year as a whole
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The project portfolio that Vardar has interests in consists of projects with a final licence and 
projects in earlier phases. Most of the portfolio consists, however, of projects in which we are 
awaiting a licence in the relatively near future. In addition, we have received a licence from the 
Norwegian Water Resources and Energy Directorate for two projects in 2012.

The income side for a wind power plant in the current regime consists of sales revenue from 
the sale of ordinary power production and revenue from the sale of electricity certificates. Price 
formation for both products occurs in a marketplace with the associated market risk. Vardar is 
positive towards the introduction of electricity certificates as a policy instrument to achieve the 
goal of increased production of renewable energy. However, we must also acknowledge that 
there is significant risk in both the power market and the certificate market. We expect that the 
situation we see today with low prices in the electricity market will endure for the coming years. 
Over time this will result in reduced earnings from hydropower operations.

Weaker earnings in general will be a factor that necessitates particularly great respect for 
risk elements associated with new investment decisions. Vardar has already started to build, 
together with its partners, phase 2 of Midtfjellet, the first major project based on electrical 
certificates. We have taken an important position through this. Like Midtfjellet, future projects 
must show satisfactory profitability with realistic prerequisites in a somewhat depressed market.

It will be exciting to see in the years to come, whether Vardar and other key wind power players 
in Norway find it prudent to make investments so that the government’s goal can be achieved.

Wind Power in Norway – will investments be made?
Vardar is well-positioned to participate in investments in the area of wind 
power in Norway. Partly through ownership in Zephyr, and partly through direct 
participation, Vardar has a substantial interest in a large project portfolio that 
will be realistic to execute during the period up until 2020.

Managing Director
Johannes Rauboti
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”Smoke” 
– from the chimney at Follum once again!

Vardar, which owns Hønefoss Fjernvarme, negotiated with Viken Skog for a long time 
in advance of its acquisition of Follum and the establishment of Treklyngen. The reason 
for this interest was the desire to develop energy-related activities at Follum, and now 
the first stage of this development is a reality.

Hønefoss Fjernvarme currently heats the 
city of Hønefoss by means of a multi-fuel 
boiler at Follum. In addition, we envision 
opportunities for the establishment of new 
energy-related activities, the aim of which 
will be to provide access to steam, heating 
and power to those who desire to establish 
themselves in the area.

Old love dies hard
Hønefoss Fjernvarme acquired ownership 
of the multi-fuel boiler in 2012, and has 
made a focused effort since the acquisition 
for a problem-free start-up of the boiler. 
This work was led by project manager 
Eigil Søndergaard, in cooperation with Ole 
Martin Flaten and Anders Sørli. A technical 
condition report has been prepared for the 
boiler and confirms that old love dies hard. 
The condition of the boiler indicates that it 
can be kept in operation during the coming 
years. Beyond this, extensive maintenance 

has been performed on wear parts. Some 
of the functions were closely linked to the 
paper mill, and they have been replaced in 
order to use the boiler for heating in the City 
of Hønefoss.

The multi-fuel boiler has a capacity of 
approximately 35 MW, almost five times as 
much as the biofuel boiler at Hvervenmoen. 
Now that we have started to use the multi-
fuel boiler at Follum, there may not be any 
heat production at Hvervenmoen during 
certain periods. All the customers will 
receive heat then from Follum, and there is 
more than enough to go around. ”Enough for 
everyone” applies also to district heating.

Frome the left: Anders Sørli (HFV), Jan Rødhammer (Follum Drift AS) and Eigil Søndergaard (HFV).
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Bilde Midtfjellet

Midtfjellet
– installation of windmills for phase 1

The year 2012 has been a busy year for Midtfjellet. Altogether, 27 kilometres of road 
have been built in the mountains, foundations for the windmills have been poured and 
prepared, and installation of the wind mills for phase 1 started in August.

There has been hectic construction activity 
throughout the year to prepare for the 
transport and installation of windmills 
at Midtfjellet. Foundations have been 
poured and prepared for installation and 
27 kilometres of road have been built. A 
decision was made already in the spring of 
2012 to proceed with phase 2 of the project, 
with a view to optimisation of the overall 
construction activity.

Sunnhordland Kraftlag has built a new 
300 kV transmission line from Børtveit in 
Stord to Midtfjellet at the same time as the 
construction of the wind farm. Power from 
the wind farm will be delivered directly 
to the main grid via a transformer inside 
the wind farm area. The transformer area 
covers 1.2 hectares and contains both the 
transformer building and station building for 
the farm. Ditches have been excavated and 
30 kilometres of cables have been laid to 
connect all the windmills to the grid. At the 
peak, there were approximately 70 workers 

and almost 40 machines in operation at 
Midtfjellet.

In the middle of August, the turbine supplier 
Nordex started installation of the first 
windmills. The turbines were transported in 
several parts, from the harbour at Eldøyane 
on Stord to Fitjar. Altogether, over 200 
special transport missions were made to the 
mountains. In the autumn of 2012, it was 
very windy at Midtfjellet, and the work had 
to be halted during several periods. In spite 
of this, the supplier managed to erect all 21 
wind mills before Christmas, and, at the end 
of the year, five of these windmills delivered 
power to the grid. According to plan, phase I 
should be in full production in the summer of 
2013, with an annual production of around 
180 GWh.

Phase 1 at Midtfjellet will be developed with 
investment aid from Enova.
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Paldiski Tuulepark
– finally operational

In the summer and autumn of 2012, the Vardar-controlled Nelja Energia started up 
the turbines at Paldiski Tuulepark. Together with a small wind farm in Kunda, this will 
be the last wind power projects that the company carries out in Estonia at this time.

Paldiski Tuulepark marks in many ways the 
conclusion of an investment era in Estonia. 
Estonia has come far with regard to its 
national goals for renewable energy for now, 
especially as a result of Vardar’s investment 
through Nelja Energia.

Paldiski Tuulepark is a wind farm that 
consists of nine turbines, each rated at 2.5 
MW with a hub height of 85 metres and a 
rotor diameter of 100 metres. This is our 
first project with GE as the turbine supplier. 
With a combined power output of 22.5 
MW, this wind farm is expected to produce 
approximately 68 GWh annually. The wind 
farm is located in the immediate vicinity of 
Pakri Tuulepark, which was the very first 
investment Vardar made abroad. The circle 
has been completed. This is where it started 
and this is where the investment programme 
will end, at least for now. Now we are 
entering a new phase in the development of 

Nelja Energia, which will focus on operations 
and the return on the substantial capital that 
has been invested abroad.

In Estonia, substantial unutilised onshore 
and offshore wind resources remain. When 
Estonia requires them, a greater share of 
these perpetual resources can be utilised. 
This can establish the basis for a new 
investment programme, however, for the 
time being our investments in new projects 
will be focused on other areas.
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Biogas
– from manure
On 13 June 2012, the construction of Oisu Biogas started in Estonia. The project is 
one of two biogas plants in which Vardar has ownership interests via Nelja Energia. 
Upon completion of the development, Nelja Energia will primarily have a financial 
role.

The investment is being made in cooperation 
with local farmers, who have ownership 
interests in Oisu Biogas and will be 
responsible for the daily operation of the 
plant. Utilisation of energy and heat from 
manure is the basis for the investment. 
Altogether, a total of approximately 8,500 
cows and pigs will produce 120,000 tonnes 
of manure annually, which will give an 
annual production of renewable energy 
corresponding to 8.4 GWh per year. In 
addition, an equal amount of heat is 
produced. The total cost budget for the plant 
is EUR 4.9 million, 20 per cent of which 
is covered by support from the European 
Regional Development Fund.

The energy that is produced by the plant 
is fed into the grid, and an agreement has 
been entered into for sale of the energy 
to the power company Eesti Energia. The 
heat will be transported in pipes and sold 
primarily to the Municipality of Oisu. 

The biogas plant will have positive ripple 
effects for the
local community. The processes in the plant 
will, for example, contribute to a weakening 
of the characteristic smell of sulphur from 
the manure, and thus improve the quality of 
the air in the region.

The process to convert the manure to 
power and heat takes place in sealed 
fermentation tanks. In order to ensure 
optimal fermentation and thus production, 
the right mixture ratio and temperature are 
important. Good daily operation of the plant 
is therefore an important factor for success. 
Emphasis is placed on having a local 
foundation in Nelja Energia’s investments, 
and the farmers’ co-ownership of the biogas 
plants provides such a foundation.
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Power prices
The Vardar Group’s revenues and earnings are largely dependent on the power prices 
in the Nordic market. The price of various power contracts is listed in euro on the 
Nasdaq OMX power exchange. Power prices are more volatile than the fluctuations 
of other energy carriers, such as oil, gas and coal. High volatility entails high risk. To 
create a greater degree of predictability in the cash flows from operating activities, 
Vardar is managed by risk limits.

Nord Pool Spot AS quotes daily spot prices 
for power for the next day. The Nordic spot 
price is an equilibrium price for each hour 
between the power offered from producers 
and the demand from customers for the next 
24 hours. Supply and demand are determined 
by various factors, such as temperature, 
precipitation, reservoir levels and wind speed.

On the Nasdaq OMX power exchange, power 
is traded by forward contracts for days, 
weeks, quarters and years. A forward contract 
is an agreement to buy and sell power at an 
agreed price and time. If a producer does not 
hedge future production by means of forward 
contracts, the power will be sold at the spot 
price at the time of production.

The adopted hedging limits and expectations 
for the future price development are essential 
for a price hedging decision at Vardar. 

There are a number of firms that offer 
analysis of the future development of 
power prices. They are often based on 
a projection of the normal development 
of reservoir levels, snow volumes, wind 
and consumption. In addition, there are a 
number of other drivers that affect power 
prices, which are taken into account in a 
price forecast: capacity of the grid; prices 
for alternative sources of energy such as 
coal, gas and oil; CO2 quotas; expectations 
for new investments in power production; 
power prices outside the Nordic region; 
and especially the general economic 
developments in the Nordic region, Europe 
and the rest of the world. With so many 
factors that can pull in different directions, it 
is important that Vardar monitors this closely.

Vardar’s hedging strategy is described in 
greater detail in Note 1 to the consolidated 
financial statements for Vardar 2012.

2012 – in brief
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Embretsfoss 4
The environment is in focus when EB and E-CO are building the new 
Embretsfoss 4 power station in the Municipality of Modum. The project 
is one of the largest hydropower developments currently taking place 
in Norway. Upon completion in the spring of 2013, the water that 
passes will be utilised better and provide more environmentally friendly 
renewable energy than the old stations at Embretsfoss.

It is a major challenge to provide enough 
energy and safeguard the environment at 
the same time, but Embretsfoss 4 is an im-
portant contribution. The investment of NOK 
700 million will give increased production of 
120 GWh without any negative environmen-
tal consequences, which corresponds to the 
energy consumption of 6,000 families.

Environmental measures on site and the 
environment in the river
In the context of Norwegian hydropower, 
Embretsfoss is a showcase project, espe-
cially with regard to the river ecology and 
sustainability, and a number of measures 
are being implemented to safeguard the 
environment. “We have cleaned up the area 
after 100 years of industrial activities, and 
this means, for example, the removal and 
responsible disposal of several thousand cu-
bic metres of contaminated rock and soil,” 
says Erik Andersen, Managing Director of 
EB Kraftproduksjon. “A number of measures 
have also been implemented to make the 

development as unintrusive as possible for 
fish and other species of animals. The power 
station is located in one of the best fishing 
rivers in Eastern Norway. Therefore, a great 
deal of work has been invested in safeguar-
ding the fishing interests in the area, by, for 
example, establishing rest areas, preparati-
on of spawning grounds, breeding areas and 
fish ladders. In particular, a wandering chan-
nel for eel was prepared,” he continues.

Better utilisation of the water
The power plants at Embretsfoss are cur-
rently pure river power plants, which means 
that the water that runs in the rivers must 
be used for the production of energy or al-
lowed to bypass. Water that is allowed to 
bypass, means a loss of clean energy that 
could have been utilised without any emis-
sions or encroachments on nature. This is 
the water that will be used now to achieve 
the full effect from the natural resources. 
The Embretsfoss 4 power plant is owned by 
EB and E-CO, with a 50% interest each.
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Buskerud County Administration has adopted 
an ownership strategy for Vardar that gives 
a clear signal that the Group should be 
developed with the aim of achieving positive 
value creation. At the same time, the current 
ownership represents a great value that 
is expected to yield an acceptable annual 
direct return.

Conflicts can easily arise between these 
two overall objectives, and one of the most 
important tasks of the Board of Directors 
of a company like Vardar is to balance 
these different interests against each 
other. Vardar has undergone tremendous 
development over the last 10 years. In 
addition to realising major gains through 
active participation in the restructuring of 
the traditional power industry, Vardar has 
developed into a recognised player in the 
commercial utilisation of new renewable 
energy sources. This applies in particular 
to wind power, where Vardar controls a 
portfolio of operative wind farms in the 
Baltics. This has given the company a unique 
opportunity to also establish a key position 
in wind power in Norway.

“The decision made by a former Board of 
Directors of Vardar to invest in the Baltics 
required courage, but not foolhardiness. 
We must acknowledge that commercial risk 
and the required rate of return are closely 

linked,” says Board Chairman Svein Marfi. 
“We must have manageable risk in our core 
operations. This is essential in order to 
satisfy the overall required rate of return. 
We must at the same time identify risk 
factors whenever possible in areas in which 
we have more limited expertise, and where 
increased risk does not necessarily entail a 
higher long-term return.”

Vardar would not have had the position and 
value the company has today if the Board of 
Directors had not had the courage to think 
untraditionally. “Future development of the 
business towards the year 2020 will require 
difficult, but also exciting, balancing between 
different interests. The Board of Directors 
is aware of this, and we are looking forward 
to tackling this challenge,” Svein Marfi 
concludes.

Role of the Board of Directors in Vardar

The Board of Directors of a company represents the link between the owners 
and the management, and it must see the relationship between the company’s 
strategy and the strategic ownership aims of the owners. The Buskerud County 
Administration is the only class A shareholder and has full financial ownership.
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Vardar
Market, strategy and future outlook

Market
The Vardar Group operates in the energy 
market in Norway and the Baltic countries. 
Norway and Estonia are linked to the Nordic 
Power Exchange and are required thus to 
use the euro. The market in Estonia is partly 
deregulated, while there is still a regulated 
power market in Lithuania.

The business areas Hydropower and Wind 
Power Norway sell generated power on 
Nord Pool Spot. As part of the Group’s risk 
management, the price of hydropower is 
hedged through the Nasdaq OMX power 
exchange. The Group has a strategy for 
cash flow hedging with a three-year horizon. 
Since Vardar’s hydropower consists of 
reservoir power plants, hedge accounting is 
challenging. All changes in the market value 
of future hedging instruments are therefore 
recognised through profit and loss.

Production from the business area Wind 
Power Norway has so far been from the 
wind farms at Mehuken. Both of these wind 
farms have been built with investment 

aid, the same applies to the development 
of Midtfjellet Phase I, which started in the 
autumn of 2011. Energy production from 
these wind farms therefore does not qualify 
for electricity certificates. Phase 2 of the 
Midtfjellet Wind Power Plant will, however, 
be part of the common electricity market 
with Sweden, and will start production in 
2013. Vardar expects that the electricity 
certificate market can provide profitable 
investments in wind power in Norway in the 
future.

The business area Wind Power Abroad 
has to deal with the euro and litas as 
currencies. Power produced in Estonia 
is traded on the spot market or through 
bilateral agreements. Government aid is also 
received per kWh. There have been political 
discussions on aid for the production of 
renewable energy throughout 2012, and, the 
way it looks now, a feed-in tariff reward will 
be introduced, in which the government will 
pay aid corresponding to the deviation that 
arises between the market price and the 
feed-in tariff.
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Amendment of the aid system in 2012 has 
been adopted in Lithuania. This amendment 
applies only to future projects, and does 
thus not affect the investments that have 
already been made. The projects we have 
completed in Lithuania receive a feed-in 
tariff for the first 12 years of operation, and 
the market price is expected thereafter. Any 
new investments in Lithuania will be based 
on competitive tendering, in which the price 
on which the winning tender is based will be 
allowed as a feed-in tariff for 12 years.

The business areas Bioenergy and Real 
Estate trade their products through bilateral 
agreements, which are based on commercial 
terms. For the business area Energiselskapet 
Buskerud (EB), reference is made to their 
Annual Report for 2012.

Strategy
Vardar shall contribute to increasing the 
supply of clean, renewable energy.

This is accomplished through direct 
investments in projects that produce clean 
renewable energy, and through limited 
participation in innovation projects. By 
participating in research and development 
projects for renewable energy production 
and related activities, Vardar hopes to make 
a contribution to meeting climate challenges.

Vardar’s strategy is firmly anchored with 
the owners. Vardar would like to carry out 
its strategy together with good partners, 
and we see the benefit of working and 
accumulating expertise together with local 
actors in areas where Vardar operates.

The Group is exposed to a variety of risks 
through its activities, and it has divided 
its risks into four main categories: market 
risk, financial risk, operational risk and 
other risk areas. Financial risk is related 
to foreign currencies, interest rates, 
liquidity, credit and capital management. 
The Group’s policy is to reduce its risk 
factors to a minimum, while taking the 
hedging expenses into account. Vardar has 
established a strategy for risk management 
with the aim of supporting the creation of 
value in the Group, creating the highest 
degree of predictability for the cash flows, 
and ensuring maintenance of a solid 
financial platform. Risk management has 
clearly defined limits, monitoring systems 
and reporting routines. Reference is made 
to note 1 in the 2012 annual accounts for 
further information on the Group’s risk.

Outlook
Vardar is well-positioned for further 
expansion and creation of value in its core 
operations.

The Act relating to a joint Norwegian/
Swedish market for electricity certificates 
stipulates a goal for the development of 
clean renewable energy. Some of this will 
come from wind power. Vardar has a major 
investment in Wind Power Norway and a 
portfolio of projects in various stages of 
development. Most are in development, 
but Vardar also has ownership interests in 
projects that are ready for an investment 
decision and under construction. Projects 
in various stages make us well-positioned 
for participation in the electricity certificate 
market.

Vardar expects continued growth and 
development for wind power abroad to 
take place through the operations of Nelja 
Energia. The return on investments abroad 
may contribute to financing possible new 
investments in Norway in the future.

Vardar envisions somewhat greater 
restrictions for the opportunities for further 
growth in the area of bioenergy in Norway, 
and the focus is placed now on exploiting 
the top expertise that has been established 
in this field to optimise operation of the 
existing plants.

Renewable 
energy comes 

from sources with 
a continuous 
supply of new 
energy, where 
the resources 

will not be 
exhausted within 

a human time 
scale.
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VARDAR AS

Uste Nes AS

Organisation chart

100%

Organisation chart

Hydropower
Vardar’s wholly owned subsidiary Uste Nes AS owns two-sevenths of 
the production from the Usta and Nes hydropower stations in Hallingdal. 
The plants have produced clean renewable energy since the 1960s.

The stations are organised as a co-
ownership venture with E-CO Energi AS 
and Øvre Hallingdal Kraftproduksjon AS, 
with E-CO Energi managing the operation 
of the plants in accordance with an 
agreement between the joint owners. The 
Usta power station is located near Kleivi in 
the Municipality of Hol. It exploits the falls 
below Lake Uste. The two generators are 
equipped with Francis turbines and utilise 
a gross hydraulic gradient of 540 m. Total 
mean annual production: 780 GWh.

Nes is the largest power station in 
Hallingdal. The power station exploits 
the fall between Strandefjorden and the 
Hallingdal River near Nes. The inflow tunnel 
to Nes has a length of over 30 kilometres 
and a cross section of around 8 x 8 metres. 
This is one of the largest power station 
tunnels in the world. Tributaries on both 
sides of the Hallingdal River also feed into 
the inflow tunnel. The four generators at 

the Nes power station are equipped with 
Francis turbines and utilise a gross hydraulic 
gradient of 285 m. Total mean annual 
production: 1330 GWh.

In addition to ownership in these two power 
stations, Uste Nes has acquired Buskerud 
County Administration’s rights to the 
extraction of concession power with a time 
horizon of 40 years. The transaction was 
carried out on commercial terms in 2002.

In 2012, Uste Nes AS achieved a production 
of 713 GWh, about 100 GWh more than the 
normal production. A lot of precipitation and 
high reservoir levels contributed to this. The 
Group’s risk management contributed to 
relatively low power prices not having any 
major negative impact on earnings.

Energiselskapet Buskerud
Vardar owns 50% of the shares in Energiselskapet Buskerud (EB). The 
aim of Energiselskapet Buskerud is to contribute to a more efficient and 
sustainable supply of energy in the Buskerud region, and in adjacent areas.

This aim is to be achieved through realising 
economic and financial benefits from 
operational collaboration and collaboration 
through ownership. EB’s business 
areas include Hydropower Production, 
Infrastructure, Market, New Renewable 
Energy and Corporate Functions.

The Hydropower Production business 
area comprises the subsidiaries EB 
Kraftproduksjon AS and the wholesale 
activities in EB Handel AS, as well as the 
associated companies Hadeland Kraft AS 
and Hellefoss Kraft AS. The wholly-owned 
subsidiary EB Kraftproduksjon AS has a 
mean annual production of approximately 
2,340 GWh.

The Infrastructure business area 
comprises EB’s activities in the area of 
power grids and district heating, and 
consists of the subsidiaries EB Nett AS and 
the associated companies Hadeland Energi 
AS and Drammen Fjernvarme AS. EB owns, 
for example, approximately 80 per cent of 
the regional grid in Buskerud (measured by 

the return basis), and the distribution grid in 
the municipalities of Drammen, Kongsberg 
and Nedre Eiker.

The Market business area consists primarily 
of the former business areas “Services” 
and “Contracting”, and encompasses the 
subsidiaries Entreprenørholding AS, EB 
Strøm AS, EB Kundeservice AS, as well 
as the associated companies Nettpartner 
Holding AS, Hadeland og Ringerike Bredbånd 
AS and Hadeland Strøm AS. The associated 
company Viken EB Skagerak Fibernett AS 
is reported under this business area from 
2013.

The New Renewable Energy business 
area consists of the associated companies 
Norsk Grønn Kraft AS and Miljøvarme VSEB 
AS and partial ownership of Zephyr AS and 
Midtfjellet Vindkraft AS. EB’s ambition is 
to participate in the development of new 
renewable energy in Norway, primarily 
through partnership with other entities.
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Energy 
Group 
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50%



28

2012 – in brief 2012 – in brief

29

�

���
��
��
��
��
�
�
�
�
������

�
� ���

��

��
���� ���� ���� ���� ����

��������������� ��������������������

Organisation chart Production Finincial development  Organisation chart Production Finincial development 

VARDAR AS

Vardar Boreas AS

Kvalheim 
Kraft DA

Midtfjellet 
Vindkraft AS

Haram 
Kraft AS Zephyr AS Sula 

Kraft AS

33,3%

100%

16,7% 17,5% 16,7% 25%
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Wind Power Abroad

Vardar invests in clean renewable energy in the Baltics through the subsi- 
diary Vardar Eurus, in which Vardar owns 90%. The Nordic Environment 
Finance Corporation (NEFCO) owns the remaining 10% of Vardar Eurus.

Vardar’s business concept and Buskerud 
County Administration’s investment in 
Estonia formed the basis for the current 
activities in the Baltics. In 2012 our 
investments were merged in the subsidiary 
Nelja Energia AS, which currently owns 
the operational wind farms in Estonia 
and Lithuania, with an annual production 
of approximately 625 GWh of clean 
renewable energy. A wind power portfolio 
under development and renewable energy 
production projects from biomass and 
offshore wind power are also owned. Nelja 
Energia has built up and is currently a co-
owner of Nordic Power Management, which 
is engaged in energy consulting and energy 
sales in the Baltics.

As an investor, it is important that there are 
predictable framework conditions before 
investment decisions are made. In Estonia 
there has been an ongoing political process 
to change the level of aid for renewable 
energy throughout 2012. It looks like a 

new model will be introduced in which the 
investor is guaranteed a fixed energy price 
through a combination of the spot price 
and production grants. The political process 
surrounding the legislative amendment 
has not concluded, and there is still some 
uncertainty concerning the general regime. 
In 2012 the policy regime in Lithuania 
changed, and competitive tendering has 
been introduced now. This applies to new 
projects, and the winner of the competitive 
tendering is guaranteed a fixed feed-in tariff 
for the first 12 years of operations, a period 
of time that corresponds to the old system.

The year 2012 has been marked by the 
construction and completion of wind farms 
in both Lithuania and Estonia. The year 
was close to a normal year with a view to 
wind resources, and Vardar Eurus delivered 
results in accordance with expectations, 
provided the impact of the merger on the 
results is ignored.

Wind Power in Norway

Vardar’s investments in wind power in Norway are organised through its 
subsidiary Vardar Boreas AS. The offensive investment in wind power in 
Norway continues through the development at Midtfjellet.

Vardar acquired a stake in Midtfjellet Vind-
kraft AS in 2011. The year 2012 has been 
marked by a high level of activity at Midtfjel-
let in the Municipality of Fitjar. The installa-
tion of 21 turbines with a total capacity of 
52.5 MW started in August, and the instal-
lation work was completed in December. In 
the spring of 2012 a decision was made to 
develop phase 2, which encompasses an 
additional 23 turbines (57.5 MW) to be in-
stalled in 2013. Phase 1 is being developed 
with investment aid from Enova, while phase 
2 is entitled to electricity certificates.

Vardar is one of the owners of Kvalheim 
Kraft, which consists of the wind farms Me-
huken I and II. Mehuken I has been opera-
tional since 2001 and Mehuken II started 
production at the end of 2010. Altogether, 
they produce around 65 GWh annually from 
the plants in the Municipality of Vågsøy.

The company Zephyr, which Vardar owns 
together with Østfold Energi, DONG Energy 

and EB Kraftproduksjon, has developed a sig-
nificant portfolio of wind power projects since 
its formation in 2006. In 2012 the company 
received a licence from the Norwegian Water 
Resources and Energy Directorate for two 
projects totalling 330 MW. In addition, the 
company has licence applications for approxi-
mately an additional 500 MW under review at 
the Norwegian Water Resources and Energy 
Directorate.

Haram Kraft AS is a company with a final li-
cence for the development of up to 66 MW in 
the Municipality of Haram. Vardar Boreas in-
creased its ownership interest in Haram Kraft 
in 2012 when the Swedish company E.ON 
sold its stake in the company.

The portfolio also includes a stake in Sula 
Kraft AS, which has applied for a licence for a 
140 MW project in the Municipality of Solund.

Vardar Boreas reported somewhat lower 
earnings than expected in 2012 as a result of 
the write-down of the plants at Mehuken.
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VARDAR AS

Hønefoss Fjernvarme AS Øvre Eiker Fjernvarme AS
100% 100%

VARDAR AS

Vardar Eiendom AS

Øvre Eikervei 14 Dronningt. 15 Åsveien 6A Åsveien 6B

99,2%

Bioenergy
Vardar invests primarily in bioenergy through the wholly-owned 
subsidiary Hønefoss Fjernvarme (HFV). In addition to the plants in 
Hønefoss, HFV now has full ownership of Øvre Eiker Fjernvarme AS. Our 
district heating systems heat water by burning biomass. The hot water 
is then distributed to customers via insulated district heating pipes and 
used to heat buildings and for hot tap water.

Hønefoss Fjernvarme has had an exciting 
and demanding year, largely due to the 
discontinuation of Norske Skog’s production 
of paper at Follum. As a consequence of 
the closure of Follum, HFV took over the 
equipment related to the production of 
steam. This applies primarily to a 20 MW 
electric boiler and a 35 MW multi-fuel boiler. 
HFV heats the City of Hønefoss from Follum 
in the winter and from Hvervenkastet in 
the summer. The acquisition of the plants 
at Follum has given us a significantly 
greater heating capacity than the current 
needs and equipped us for further growth. 
The primary fuel for the multi-fuel boiler 
is bark and recycled wood, but due to the 
unstable supply of bark in 2012, alternative 
fuels have been tested. With a continuous 
district heating network from Follum to 
Hvervenkastet, and the production of heat 

at both ends, we will have a greater delivery 
reliability and capacity.

HFV acquired all of the shares in Øvre Eiker 
Fjernvarme in the autumn of 2012, which 
has activity in Vestfossen. The plant will 
share the same management and technical 
advisers as HFV, while daily follow-up will be 
through contracted local assistance.

HFV sold a total of 35.6 GWh of heating and 
cooling in 2012, an increase of 29 per cent 
from 2011. Low power prices throughout the 
year, however, have resulted in somewhat 
lower earnings than expected. A valuation 
of the business area based on future 
expectations has resulted in a write-down of 
the value by NOK 18.4 million in 2012.

Real estate
The aim of Vardar Eiendom AS is to develop the property portfolio 
through profitable operations and positive value creation. The real 
estate business is marked by the fact that substantial assets are not 
realised until a possible sale.

The focus of recent years on cost-effective 
operations has been successful and resulted 
in a positive impact on the earnings of 
Vardar Eiendom. Property development is a 
long-term process and the project work to 
identify the development opportunities in the 
portfolio continues. The real estate portfolio 
consists of two office buildings in Drammen 
and a combined office and manufacturing 
building on an undeveloped plot in Hurum.

The properties have good, stable tenants, 
and the buildings have a high occupancy 
rate. Vardar Eiendom’s aim is to have 
satisfied customers, and we work actively to 
maintain good relationships through good 
communication with our tenants.

The management of the properties 
includes close follow-up through routine 

internal inspections and the use of service 
agreements for technical installations. Last 
year the building at Dronninggt. 15 was 
connected to Drammen Fjernvarme district 
heating, and the electric boiler that was 
there earlier has been removed. Radon 
measurements have been taken in the 
buildings, and these measurements showed 
values far below the limit value at which 
measures are recommended of 100 Bq/m3.

This business area will continue to work 
actively to reduce operating expenses and 
continue to work with exciting opportunities 
in the Property Development project. This 
business area delivered results in 2012 that 
were somewhat better than expected.
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Innovation
Together with our owner, Buskerud County Administration, Vardar aims 
to be in the forefront with regard to the development of new renewable 
energy. Innovation is therefore a natural focus area for Vardar.

Innovation is important
Today a large portion of the world’s energy 
consumption is based on fossil energy 
carriers. According to the UN Climate Panel, 
this is the main cause of the global warming 
that has been identified. In order to slow this 
development down, renewable energy must 
replace the fossil energy sources. If this 
objective is to be achieved, it will require a 
high rate of innovation. Innovation is always 
easier when several professional fields and 
areas of expertise are combined and work 
together. Vardar has therefore chosen to 
engage in much of its innovative activities 
as an active participating owner in various 
innovation companies. Vardar is currently 
a co-owner in Kongsberg Innovasjon and 
Papirbredden Innovasjon in Norway, and 
Marble Invest in Estonia.

Wind
Vardar’s participation in wind power 
innovation takes place primarily through 
our ownership in Kongsberg Innovasjon 
(KI). KI is involved in several projects that 
aim to improve the existing technology or 
develop new technology for the hydropower 
industry. Vardar also maintains contact with 
other environments that are working on the 

development of new ways to exploit wind 
power.

Bioenergy
Vardar has taken over the multi-fuel boiler 
at Follum after the closure of the paper 
mill through Hønefoss Fjernvarme. This is 
used to supply the city of Hønefoss with 
district heating. Together with the Norwegian 
company toCircle, we have started a pilot 
project to study the opportunities for the 
production of electricity by means of steam 
from this boiler.

Innovation in the Baltics
One disadvantage of wind power is that wind 
cannot be stored. When there is no wind, no 
electricity is produced. Marble Invest works, 
for example, with solutions for balancing wind 
power.

Research and development
Vardar would like to maintain close contact 
with research and development environments 
for new renewable energy. From time to time, 
we therefore enter as an industrial partner in 
research and development projects, and we 
are currently participating in a project under 
the Research Council of Norway’s Energix 
programme.
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1000 tonnes
Hydropower

Wind power
 

Bioenergy

Calculation 
basis graph: 
Total production by 
Vardar’s production 
companies.

Savings in CO2 emissions broken down 
by Vardar’s business areas:

In Report no. 10 (2008-2009) to the Stor-
ting, Corporate Social Responsibility in a 
Global Economy, social responsibility is defi-
ned in the following manner: 

“The Government employs a definition of 
corporate social responsibility that entails 
that companies incorporate social and envi-
ronmental concerns in their daily operations 
and vis-à-vis their stakeholders. Corporate 
social responsibility entails what the compa-
nies do voluntarily, beyond complying with 
existing laws and regulations in the country 
in which they operate.”

Vardar’s aim is to act as a responsible 
contributor to society, build confidence and 
trust for the Group’s activities and emerge 
as an attractive business partner. 

This will be achieved through:
• Production of clean renewable energy 
 that contributes to sustainable 
 development 
• Clear and good corporate governance for  
 promoting the highest possible creation of  
 value over time 
• Business operations with the lowest   
 possible impact on the external   
 environment 

• Consideration of economic, environmental  
 and social affairs when decisions are made 
• Recognised ethical guidelines

Corporate social responsibility is seen as 
part of long-term value creation, and it is 
an integral part of the Group’s operative 
activities.   

Environment
Vardar has through its ownership of 
companies producing clean renewable 
energy, protected the environment from CO2 
emissions corresponding to the emissions 
from around 1.5 million cars in 2012, based 
on an annual travel distance of 20 000 km 
and emissions of around 115 g/km. For 
comparison, there were in 2011 according to 
Statistics Norway 2.8 million cars in Norway. 
  

Society and the environment

Vardar is responsible for the social consequences of its operations with respect 
to climate, the environment and social affairs.
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Income Statement – Vardar Group
IFRS

Notes 2012 2011

Operating income 3 616 634   344 664

Total operating income 616 634  344 664

Purchase of energy/cost of goods sold 3 218 829  96 143 

Payroll expenses 18 25 071  12 576

Depreciation 5 75 463 29 376 

Impairment 5 148 298 -

Other profits (losses) - net 17 9 967  19 122

Other operating expenses 19 97 699  60 172 

Total operating expenses 575 327 217 389 

Operating result 41 307 127 275

Financial items 20 -126 153 -54 499 

Income from investment in joint venture and associates 7 305 574  128 903

Net finance items 179 421   74 404

Result before tax expense 220 728 201 679

Tax expense  21 14 192  45 342 

Result 206 536 156 337

Total result attributable to:

Owners of the parent 230 472  154 564 

Non-controlling interest -23 936 1 773

Other comprehensive income

Share of other comprehensive income in joint venture -26 558 102 658

Recycling of currency translation differences 27 497 -

Currency translation differences -49 710 -14 228

Total result for the year 157 765  244 767 

Total result attributable to:

Owners of the parent 214 519    244 079 

Non-controlling interest -56 754   688 

Amounts in NOK 1000.

Balance Sheet – Vardar Group
IFRS

Notes 2012 2011

Deferred tax 15 18 937 1 621

Goodwill 4    33 477    25 973 

Waterfall rights 4  3 142  3 142

Concession right 4  404 440 -

Total intangible assets 459 996 30 736

Investment property 6    95 500     85 000 

Machinery, equipment etc. 5 340 6 032 

Power stations 5 2 801 463 1 183 864

Total property, plant and equipment  2 897 303  1 274 896

Investment in joint venture and associates 7 1 517 001 1 632 689

Subordinated loan 10 469 411 468 237

Available-for-sale financial assets 8 9 442  9 680

Concession power right 8 127 485  163 249

Other non-current receivables 10  195 612  242 726

Total financial fixed assets 2 318 951 2 516 581 

Total non-current assets  5 676 250  3 822 213 

Inventories 11 2 653  1 595 

Trade receivables 9   14 928   20 944

Other receivables 9  146 148  101 747

Derivatives 17 99 800  62 195

Cash and bank deposit 12  225 664  261 999 

Total current assets 489 193 448 480

Total assets  6 165 443  4 270 693 

Amounts in NOK 1000. 
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Svein Marfi
 Chairman of the board 

Geir Lae Solberg
Deputy Chairman

Hans Olav Rostveit
Member of the board

Bjørg Totland
Member of the board

Tone Heimdal Brataas
Member of the board

Johannes Rauboti
Managing Director

Balance Sheet – Vardar Group

Notes 2012 2011

Paid-in equity 13  617 061  617 061

Retained earnings 24 1 353 092 1 192 631

Non-controlling interest 487 723 11 403 

Total equity 2 457 876 1 821 095 

Pension obligations 16  9 282  6 040 

Deferred tax 15,21    170 266   180 428 

Non-controlling interest with option 26 120 611 124 057

Debt to credit institutions 14 2 536 937  1 491 542 

Subordinated loan capital 14  507 500  507 500

Total non-current liabilities  3 344 596  2 309 567

Debt to credit institutions 14 105 314 -   

Trade payables 12 54 380 29 288 

Current tax 29 296 42 562 

Public duties owing 21 13 278 8 101

Derivatives  129 931  33 100 

Other current liabilities 17  30 772  26 980 

Total current liabilities 362 971 140 031 

Total equity and liabilities 6 165 443  4 270 693

Drammen, 30.04.2013

Amounts in NOK 1000. 

Consolidated statement of cash flows 
– Vardar Group

IFRS

Notes 2012 2011

Cash flows from operating activities

Cash generated from operations 22 378 601 251 054

Income tax paid -45 879 -42 505

Interest paid -176 125 -103 610

Net cash generated from operating activities 156 597 104 939

Cash flows from investing activities

Acquistion of subsidiaries (net of cash acquired) 78 011

Purchases of property, plant and equipment -435 534 -94 914

Proceeds from sale of property, plant and equipment 0 0

Payment non-current loan receivables -120 448 -165 488

Proceeds non-current loan recivables 3 125 35 872

Payment of dividends from associates/joint ventures 60 000 77 861

Purchases of shares and investments in other companies -19 829 -31 269

Net cash used in investing activities -434 675 -177 938

Cash flows from financing activities  

Proceeds from loan raising 879 375 370 000

Repayment loan -582 148 -143 879

Dividends paid to non-controlling interest -1 783 0

Dividends -53 700 -58 000

Net cash used in financing activities 241 744 168 121

Net cash flows for the period -36 335 95 122

Cash and cash equivalents at the beginning of the period 261 999 166 877

Cash and cash equivalents at the end of the period 12 225 664 261 999

Amounts in NOK 1000.
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