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The board and managing director's report

The Board of Directors and Managing Director of Marel hf hereby ratify the Interim Financial Statements of Marel hf for the
period January 1 to March 31, 2006 with their signatures.

Gardabee, 5 May, 2006

Arni Oddur bérdarson
Arnar b6r Masson
Friorik J6hannsson
Helgi Magnusson
Margrét Jonsdéttir

Managing Director

Hordur Arnarson



Financial ratios

Operating results

GroSs Profit ....oceeeeeeeiiie e
Profit before depreciation (EBITDA) ..........
Profit from operations (EBIT) .........cccceueee..
Net Profit .....ccceeeeieiee e

Cash flow statement

Net cash from operating activities .............
Investing activities
Financing activities

Financial position
Total aSSetS ..ocvvvvveeeeeeeei s

Various figures in proportion to sales

Gross Profit ....cc.eeeeeeiiiieeee e
Selling and marketing expenses ................
Research and development expenses ......
Administrative eXpenses .........cccocvveeeeeiinnns
Wages and benefits ..........ccocoociiiiiiiinen.
Profit before depreciation (EBITDA) ..........
Profit from operations (EBIT) .........ccceueee..
Depreciation/amortization ..........................
Net Profit ..o

Other key ratios

CUrrent ratio .........eeeeeeeiiiiiee e
QuicK ratio ....cvevveiiiiiee e
EQUItY ratio ......ooeeeiiieieeieeeeeee e
Return on owners' equity ........ccccoeevvveeeenne
Return on total assets .........ccccovcveeercverennnee.
Earnings to price last 12 months ...............
Price to earnings (P/E) last 12 months ......
Market value

2006
1.1-31.3

32.467
10.442
1.876
454
551

(8.171)
(9.812)
44.238

154.325
41.575
40.496

32,2%
14,9%
51%
11,6%
48,5%
5,8%
1,4%
4,4%
1,7%

1,8
1,0
26,2%
5,4%
1,6%
0,02
46,5
207.516

*Amounts 2002-2003 are not in conformity with IFRS.

2005
1.1-31.3

29.928
10.519
4.180
3.056
1.801

1.486
(2.087)
931

99.477
20.389
34.539

35,1%
12,3%
57%
7,4%
41,4%
14,0%
10,2%
3,8%
6,0%

1,7
0,7
34,7%
21,7%
7,4%
0,05
21,0
174.021
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2005
1.1-31.12

129.039
43.162
14.814

9.721
5.715

2.987
(10.180)
7.210

114.890
16.557
41.032

33,4%
12,5%
6,2%
8,1%
42,5%
11,5%
7,5%
3,9%
4,4%

14
0,6
35,7%
18,1%
5,4%
0,03
36,7
209.500

2004
1.1-31.12

112.301
41.016
16.527
12.066

7.984

13.207
(6.389)
(7.263)

95.482
19.807
31.595

36,5%
12,4%
5,8%
8,1%
41,9%
14,7%
10,7%
4,0%
7,1%

1,6
0,7
33,1%
30,5%
9,0%
0,06
17,7
141.600

2003*
1.1-31.12

106.104
34.617
10.129

6.568
3.749

4.724
(1.955)
(1.153)

81.334
17.700
25.167

32,6%
12,8%
6,8%
8,1%
41,0%
9,5%
6,2%
3,4%
3,5%

1,7
0,8
30,9%
16,5%
4,6%
0,05
19,7
73.700

2002*
1.1-31.12

100.654
5.712
2.278

50

1.004
(17.959)
16.906

82.602
12.740
22.724

14
0,7
27,5%
0,2%
0,1%
0,00
990,0
49.500

Amounts in thousands of EUR



Consolidated interim income statement

2006 2005
Notes Q1 Q1
SAIES et 5 32.467 29.928
Cost of sales (22.025) (19.409)
Gross profit 10.442 10.519
Other Operating INCOME .......cccuuiiiie e earaee e 274 130
Selling and Marketing EXPENSES .......ocueeiireeiiiiiiee e (4.834) (3.678)
Research and development EXPENSES .........cevivvieiiieeeeiiiiiie e (1.652) (1.694)
AdMINISIrAtiVE EXPENSES ....eeiiiieiiiiiiieeeeeiiee et e e a e e e e e e e e e eeeeas (3.776) (2.221)
Profit from operations 454 3.056
FINANCE COSLES = NEL ...t e 7 141 (872)
Profit before tax 595 2.184
INCOME tAX EXPENSE ....eeiieiiiiee ettt e ettt e et e e e e et e e e e e e aebe e e e e e eanneneeeens 9 (44) (383)
Net WOIh taX EXPENSE ...vviieeiiiiiiiee ettt eer et e e e e e s aaae e e e 0 0
Net profit 551 1.801
Earnings per share (expressed in EUR cent per share)
Basic earnings Per Share ...........oooi oo 10 0,23 0,77
Diluted earnings Per Share ........ccccceeiieiiiiie e 10 0,23 0,75

The notes on pages 8-27 are an integral part of the consolidated financial statements.

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR



Consolidated interim balance sheet

Assets Notes 31/3 2006 31/12 2005

Non-current assets

Property, plant and eqUIPMENT ..........cccviiieiiiiiiiir e 12 35.016 33.242
GOOAWIIL ... e e e e e e e et e e e e e e 13 9.579 9.580
Other intangible assets ..........c.cccoccvvveeeeiinns 13 9.836 8.518
Available-for-sale investments 28 681 680
RECEIVADIES ..ot e e e e e s et e e e e e aanaes 30 5.291 29
Deferred income tax assets 21 1.506 1.231
61.909 53.280
Current assets
101V =T (0T =S UPP P RRPN 14 28.358 25.274
Production CONIACES .......ccoiiiiiiii i e e e e e e e e e e e reneeees 15 12.369 8.921
Receivables and prepayments ..........veeiieiiciiiiee e 16 21.558 23.517
Derivative financial iNStIUMENLS .........cccoiiiiiiiie e 18 0 18
Cash and cash eqUIVAIENLES ...........cccuviiiiiiiiiiiiee e 17 30.131 3.880
92.416 61.610
Total assets 154.325 114.890
Shareholders' equity
OrdiNAry SNAIES ....ccciiiiiiiiee et e e e e r e e e e e earaeeeas 25 2.637 2.637
TrEASUINY SNAIES ...ttt e et e e e s e rneae e e e e e enneee 25 (15) (8)
5] E- T o] £=1 001183 o PSPPSR 12.257 12.671
Fair value and OthEr FESEIVES ........ccccciiiiiiiiiieie e aeaeeees 26 160 225
REtAINEA CAININGS ...iiiiiiiiiiii ettt e e e e e e e e e e e st e e e e e s ssbaeeas 25.457 25.507
Total shareholders' @QUILY ..........oouiuiiiiiiiiii e 40.496 41.032
Liabilities
Non-current liabilities
2] (01T T = PRPRPUUPRPRN 20 59.149 24.881
Deferred income tax liabilities ..........cccccceeee.... 21 3.723 3.520
Derivative financial instruments 18 116 404
62.988 28.805
Current liabilities
Trade and other PAYabIES ..o e 19 23.893 24,719
Derivative financial instruments 18 78 0
Current taxX labilitieS .........uuiiiiiieiiieieee e, 240 278
2] (o)1 T T 1= PRPR T PUPPRPRN 20 25.814 19.262
[ (0 1Y/ To] o R 22 816 794
50.841 45.053
Total liabilities 113.829 73.858
Total equity and liabilities 154.325 114.890

The notes on pages 8-27 are an integral part of the consolidated financial statements.

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR



Consolidated interim statement of changes in shareholders' equity

Notes

Balance at 1 January 2005

Cash flow hedges:

— net fair value gain/(loss), net of tax .............. 26
Currency translation differences .................... 26
Net income/(expenses) recognised

directly in equity ......ccceveeeiiiiiee e,

Sale (purchases) of treasury shares, net ........
DIVIDENd ...

Net Profit .......oooeiii e

Balance at 31 March 2005/
1 April 2005

Cash flow hedges:

— net fair value gain/(loss), net of tax .............. 26
Currency translation differences ..................... 26
Net income/(expenses) recognised

directly in eqUIty .........oooeiiiiiie
Purchases of treasury shares, net ..................

Net Profit ...

Balance at 31 December 2005

Cash flow hedges:

— net fair value gain/(loss), net of tax .............. 26
Currency translation differences ..................... 26
Net income/(expenses) recognised

directly in equIty .........cooeiiiiii

Sale (purchases) of treasury shares, net ........
Employee share option scheme:

- value of services provided ...........cccccceevunnen.. 31
Dividend .........oooiiiiiie e

Net Profit ....cceeeeeeiieee e,

Balance at 31 March 2006

The notes on pages 8-27 are an integral part of the consolidated financial statements.

Fair value

Share Treasury Share and other Retained
capital shares premium reserves earnings Total
2.637 (75) 9.059 (408) 20.382  31.595
281 281
18 18
0 0 0 299 0 299
(4) (230) (234)
(590) (590)
1.801 1.801
0 4) (230) 299 1.211 1.276
2.637 (79) 8.829 (109) 21593  32.871
(538) (538)
872 872
0 0 0 334 0 334
71 3.842 3.913
3.914 3.914
0 71 3.842 334 3.914 8.161
2.637 (8) 12.671 225 25.507 41.032
129 129
(194) (194)
0 0 0 (65) 0 (65)
) (460) (467)
46 46
(601) (601)
551 551
0 7) (414) (65) (50) (536)
2.637 (15) 12.257 160 25.457 40.496

Marel hf. Consolidated interim financial statements 31 March 2006.

Amounts in thousands of EUR



Consolidated interim cash flow statement

2006 2005
Q1 Q1
Notes

Cash flows from operating activities
Cash generated from (contribution t0) Operations ...........ccccceeeiiciiereeriiiiieeeeenn. 27 (6.887) 1.864
INEEIEST PRI ... e (865) (370)
LI 0= 1T PSPPSRI (419) (8)
Net cash from operating activities (8.171) 1.486

Cash flows from investing activities
Purchase of property, plant and equIpmMeENt ...........ooeeiiiiiiiee e 12 (2.561) (1.205)
Purchase of INtangibIEes ..........eiiiii e 13 (2.060) (954)
Purchase of available-for-sale investments ...........cccccccveiiiiee i 28 Q) 0
(o =T £ 1T To [ 2 USRS (5.280) 0
Proceeds from sale Of PPE ........cccccoiiiiiiiiii e 90 72
Net cash used in investing activities (9.812) (2.087)

Cash flows from financing activities
Proceeds from (purchase of) treasury shares, net ..........ccccccoeviiienieiiieneennn. (421) (234)
Proceeds from DOITOWINGS .....c.cooiiiiiiiiiiiiiii et e e 45.872 2.332
Repayments Of DOITOWINGS .......ooiiiiiiiie e (511) (453)
Finance lease principal payments ............cccee..... (101) (124)
Dividends paid to group shareholders (601) (590)
Net cash used in financing activities 44.238 931
Net increase in cash and cash equivalents 26.255 330
Exchange gains/(losses) on cash and bank overdrafts .............cccccooiiiiinniis 4) 237
Cash and cash equivalents at beginning of year .........ccccccceeeivieiieiiiiiiiee e, 3.880 4.366
Cash and cash equivalents at end of period 17 30.131 4,933

Cash generated from (generated to) operations 27

N = o] o) {1 TSP PRRN 551 1.801
Adjustments for items not affecting cash ...........cccccvvveeiiiii e, (1.721) 2.408
Changes in working capital ..o (5.717) (2.345)
(6.887) 1.864
Working capital from (t0) Operation ..........cccccvvevieiiiiiiiie e (2.618) 3.512

The notes on pages 8-27 are an integral part of the consolidated interim financial statements.

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR



Notes to the consolidated interim financial statements

1. General information

Marel hf. (the Company) is a limited liability company incorporated and domiciled in Iceland. The company has its listing
on the Icelandic stock exchange.

These consolidated interim financial statements have been approved for issue by the board of directors on 5 May 2006.

2. Summary of significant accounting policies
2.1 Basis of preparation

These March 2006 interim consolidated financial statements of Marel Group are for the three months ended 31 March
2006. They have been prepared in accordance with IAS 34, Interim Financial Reporting.

These consolidated interim financial statements have been prepared under the historical cost convention, as modified
by the revaluation of available-for-sale financial assets and financial assets (including derivative instruments) at fair
value through profit or loss.

The preparation of financial statements in accordance with IAS 34 requires the use of certain critical accounting
estimates. It also requires management to exercise judgment in the process of applying the Company’s accounting
policies.

2.2 Group accounting

Subsidiaries

Subsidiaries, which are those entities in which the Group has an interest of more than one half of the voting rights or
otherwise has power to govern the financial and operating policies are consolidated. The existence and effect of
potential voting rights that are presently exercisable or presently convertible are considered when assessing whether the
Group controls another entity. Subsidiaries are fully consolidated from the date on which control is transferred to the
Group. They are de-consolidated from the date on which control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date. The excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net
assets acquired is recorded as goodwiill.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the
policies adopted by the Group.

2.3 Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to
risks and returns that are different from those of other business segments. A geographical segment is engaged in
providing products or services within a particular economic environment that are subject to risks and returns that are
different from those of segments operating in other economic environments. Geographical segments are not reported in
these interim financial statements.

2.4 Foreign currency translation

Functional and presentation currency

Items included in the financial statements of each entity in the Group are measured using the currency that best reflects
the economic substance of the underlying events and circumstances relevant to that entity (“the functional currency”).
The consolidated financial statements are presented in euros (EUR), which is the Company's functional and
presentation currency.

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR



Notes to the consolidated interim financial statements

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at the year-end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognised in the income statement. Foreign exchange gains and losses resulting from the settlement of foreign
currency transactions and from the translation at year-end exchange rate of monetary assets and liabilities denominated
in foreign currencies are recognised in the income statement, except where hedge accounting is applied as explained in
note 3.2.

Group companies

The results and financial position of all the group entities (none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the presentation currency are translated into the presentation
currency as follows:

(i) assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance
sheet;

(ii) income and expenses for each income statement are translated at average exchange rates

(unless this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction
dates, in which case income and expenses are translated at the dates of the transactions); and

(iii) all resulting exchange differences are recognised as a separate component of equity (cumulative translation
adjustment).

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of
the foreign entity and translated at the closing rate.

2.5 Property, plant and equipment

Land and buildings comprise mainly factories and offices. All property, plant and equipment (PPE) is shown at cost less
subsequent depreciation and impairment, except for land, which is shown at cost less impairment. Cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. All other repairs and maintenance are charged to the income statement during the financial
period in which they are incurred.

Depreciation on assets is calculated using the straight-line method to allocate the cost of each asset to its residual value
over its estimated useful life, as follows:

201 o 1T PSRRI 20-40 years
Plant and machinery 5-15 years
Equipment and Motor VENICIES ..........eiiiii e 3-8 years

Major renovations are depreciated over the remaining useful life of the related asset or to the date of the next major
renovation, whichever is sooner.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount (see note 2.7).

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the
income statement. Borrowing costs are expensed as incurred.

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR
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Notes to the consolidated interim financial statements

2.6 Intangible assets

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net
identifiable assets of the acquired subsidiary/associate at the date of acquisition. Goodwill is tested annually for
impairment and carried at cost less accumulated impairment losses. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity sold. Goodwill on some acquisitions that occurred prior to 1
January 2004 has been charged in full to retained earnings in shareholders’ equity; such goodwill has not been
retroactively capitalised.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those
cash-generating units or groups of cash-generating units that are expected to benefit from the business combination in
which the goodwill arose.

Research and development

Research expenditure is recognised as an expense as incurred. Costs incurred on development projects (relating to the
design and testing of new or improved products) are recognised as intangible assets when it is probable that the project
will be a success, considering its commercial and technological feasibility, and costs can be measured reliably. Other
development expenditures are recognised as an expense as incurred. Development costs previously recognised as an
expense are not recognised as an asset in a subsequent period. Development costs that have a finite useful life and
that have been capitalised are amortised from the commencement of the commercial production of the product on a
straight-line basis over the period of its expected benefit, not exceeding five years.

Computer software
Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortised over their estimated useful lives (three to five years).

Costs associated with developing or maintaining computer software programmes are recognised as an expense as
incurred. Costs that are directly associated with the production of identifiable and unique software products controlled by
the Group, and that will probably generate economic benefits exceeding costs beyond one year, are recognised as
intangible assets. Direct costs include the software development employee costs and an appropriate portion of relevant
overheads.

Other intangible assets

Expenditure to acquire patents, trademarks and licenses is capitalised and amortised using the straight-line method
over their useful lives, but not exceeding 3 years. Intangible assets are not revalued.

2.7 Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less
costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating units).

2.8 Investments

The Group classifies its investments in the following categories: receivables and available-for-sale financial assets. The
classification depends on the purpose for which the investments were acquired. Management determines the
classification of its investments at initial recognition and re-evaluates this designation at every reporting date.

Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market and with no intention of trading. They are included in current assets, except for maturities greater than 12
months after the balance sheet date. These are classified as non-current assets. Receivables are included in
receivables and prepayments in the balance sheet (see note 2.11).

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR
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Notes to the consolidated interim financial statements

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any
of the other categories. They are included in non-current assets unless management intends to dispose of the
investment within 12 months of the balance sheet date.

Purchases and sales of investments are recognised on trade-date — the date on which the Group commits to purchase
or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Investments are derecognised when the rights to receive cash flows from the
investments have expired or have been transferred and the Group has transferred substantially all risks and rewards of
ownership. Available-for-sale financial assets are subsequently carried at fair value. Loans and receivables are carried
at amortised cost using the effective interest method. Unrealised gains and losses arising from changes in the fair value
of non-monetary securities classified as available-for-sale are recognised in equity. When securities classified as
available for sale are sold or impaired, the accumulated fair value adjustments are included in the income statement as
impairment loss from available-for-sale investments.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active
(and for unlisted securities), the Group establishes fair value by using valuation techniques. These include the use of
recent arm’s length transactions, reference to other instruments that are substantially the same and discounted cash
flow analysis refined to reflect the issuer’s specific circumstances.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of
financial assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged
decline in the fair value of the security below its cost is considered in determining whether the securities are impaired. If
any such evidence exists for available-for-sale financial assets, the cumulative loss — measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously
recognised in profit or loss — is removed from equity and recognised in the income statement. Impairment losses
recognised in the income statement on equity instruments are not reversed through the income statement.

2.9 Inventories

Inventories are stated at the lower of cost or net realisable value. Cost is determined using the first-in, first-out (FIFO)
method. The cost of finished goods and work in process comprises raw materials, direct labour, other direct costs and
related production overheads (based on normal operating capacity) but excludes borrowing costs. Net realisable value
is the estimated selling price in the ordinary course of business, less the costs of completion and selling expenses.
Costs of inventories include the transfer from equity of gains/losses on qualifying cash flow hedges relating to inventory
purchases. Provision is raised against slow moving items.

2.10 Production (construction) contracts

Production costs are recognised when incurred.

When the outcome of a production contract cannot be estimated reliably, contract revenue is recognised only to the
extent of production costs incurred that are likely to be recoverable.

When the outcome of a production contract can be estimated reliably and it is probable that the contract will be
profitable, contract revenue is recognised over the period of the contract. When it is probable that total contract costs
will exceed total contract revenue, the expected loss is recognised as an expense immediately.

The Group uses the ‘percentage of completion method’ to determine the appropriate amount to recognise in a given
period. The stage of completion is measured by reference to the contract costs incurred up to the balance sheet date as
a percentage of total estimated costs for each contract. Costs incurred in the year in connection with future activity on a
contract are excluded from contract costs in determining the stage of completion. They are presented as inventories,
prepayments or other assets, depending on their nature.

The Group presents as an asset the gross amount due from customers for contract work for all contracts in progress for
which costs incurred plus recognised profits (less recognised losses) exceeds progress billings.

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR
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Notes to the consolidated interim financial statements

The Group presents as a liability the gross amount due to customers for contract work for all contracts in progress for
which progress billings exceed costs incurred plus recognised profits (less recognised losses).

2.11 Receivables and prepayments

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for impairment of trade receivables is established when there
is objective evidence that the Group will not be able to collect all amounts due according to the original terms of
receivables. The amount of the provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate. The changes of the provision is recognised in the
income statement.

2.12 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks and other short-term highly liquid
investments with original maturities of three months or less. Bank overdrafts are shown within borrowings in current
liabilities on the balance sheet.

2.13 Share capital
Ordinary shares are classified as equity.

Where the Company or its subsidiaries purchases the Company’s equity share capital, the consideration paid including
any attributable incremental external costs net of income taxes is deducted from total shareholders’ equity as treasury
shares until they are cancelled. Where such shares are subsequently sold or reissued, any consideration received is
included in shareholders’ equity.

2.14 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised
in the income statement over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.

2.15 Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However, if the
deferred income tax arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss, it is not accounted
for. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, except where the
timing of the reversal of the temporary difference can be controlled and it is probable that the temporary difference will
not reverse in the foreseeable future.

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR
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Notes to the consolidated interim financial statements

2.16 Employee benefits

Equity compensation benefits

Share options were granted to the employees in 2001. Options are exercisable beginning one year from the date of
grant and have a contractual option term of six years at the market price in 2001. In accordance with IFRS 2, EUR nil is
recognised as an expense in the income statement.

The Group operates an equity-settled, share-based compensation plan. The fair value of the employee services
received in exchange for the grant of the options is recognised as an expense. The total amount to be expensed over
the vesting period is determined by reference to the fair value of the options granted, excluding the impact of any non-
market vesting conditions (for example, profitability and sales growth targets). Non-market vesting conditions are
included in assumptions about the humber of options that are expected to become exercisable. At each balance sheet
date, the entity revises its estimates of the number of options that are expected to become exercisable. It recognises the
impact of the revision of original estimates, if any, in the income statement, and a corresponding adjustment to equity
over the remaining vesting period.

Profit sharing and bonus plans

Under some circumstances, a liability for key employee benefits in the form of profit sharing and bonus plans is
recognised in other provisions when there is no realistic alternative but to settle the liability and at least the following
condition is met:

— there is a formal plan and the amounts to be paid are determined before the time of issuing the financial statements.

Liabilities for profit sharing and bonus plans are expected to be settled within 12 months and are measured at the
amounts expected to be paid when they are settled.

2.17 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is
probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the amount can
be made. The company gives warranty on certain products and undertakes to repair or replace items that fail to perform
satisfactorily. Group expects a provision to be reimbursed, for example under an insurance contract, the reimbursement
is recognised as a separate asset but only when the reimbursement is virtually certain.

2.18 Revenue recognition

Revenue comprises the invoiced value for the sale of goods and services net of value-added tax, commissions and
discounts, and after eliminating sales within the Group. Revenue from the sale of goods is recognised when significant
risks and rewards of ownership of the goods are transferred to the buyer. Revenue from sales of goods is based on the
stage of completion determined by reference to work performed to date as a percentage of total work to be performed.

Interest income is recognised on a time proportion basis, taking account of the principal outstanding and the effective
rate over the period to maturity. When a receivable is impaired, the Group reduces the carrying amount to its
recoverable amount, being the estimated future cash flow discounted at original effective interest rate of the instrument,
and continues unwinding the discount as interest income. Interest income on impaired loans is recognised either as
cash is collected or on a cost-recovery basis as conditions warrant.

Dividends are recognised when the right to receive payment is established.

2.19 Leases

Leases of property, plant and equipment where the Group has substantially all the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised at the inception of the lease at the lower of the fair value of
the leased property or the present value of the minimum lease payments. Each lease payment is allocated between the
liability and finance charges so as to achieve a constant rate on the finance balance outstanding. The corresponding
rental obligations, net of finance charges, are included in other long-term payables. The interest element of the finance
cost is charged to the income statement over the lease period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period. The property, plant and equipment acquired under finance leases
are depreciated over the shorter of the useful life of the asset or the lease term.
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Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged
to the income statement on a straight-line basis over the period of the lease.

2.20 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s financial statements in the
period in which the dividends are approved by the Company’s shareholders.

3. Financial risk management
3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk and price risk),
credit risk, liquidity risk, cash flow risk and fair value interest-rate risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s
financial performance. The Group uses derivative financial instruments to hedge certain risk exposures. Risk
management is carried out within the group where applicable under policies approved by the Board of Directors.

(a) Market risk

(i) Foreign exchange risk

The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures
primarily with respect to euros. Entities in the Group use forward contracts to manage their foreign exchange risk
arising from future commercial transactions, recognised assets and liabilities. Foreign exchange risk arises when future
commercial transactions, recognised assets and liabilities are denominated in a currency that is not the entity's
functional currency.

(ii) Price risk
The Group is exposed to equity securities price risk because of investments held by the Group and classified on the
consolidated balance sheet as available for sale. The Group is not exposed to commodity price risk.

(b) Credit risk

The Group has no significant concentrations of credit risk. The Group has policies in place to ensure that sales of
products and services are made to customers with an appropriate credit history and products not delivered until
payments are secured. The Group has policies that limit the amount of credit exposure to any one financial institution.

(c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit facilities and the ability to close out market positions. Due to
the dynamic nature of the underlying businesses, the Group aims to maintain flexibility in funding by keeping committed
credit lines available.

(d) Cash flow and fair value interest rate risk

The Group’s income and operating cash flows are substantially independent of changes in market interest rates. The
interest rates of finance leases to which the Group is lessor or lessee are fixed at inception of the lease. These leases
expose the Group to fair value interest rate risk. The Group’s cash flow interest rate risk arises from long-term
borrowings. Borrowings issued at variable rates expose the Group to cash flow interest rate risk. Borrowings issued at
fixed rates expose the Group to fair value interest rate risk. Group policy is to maintain approximately between 40 and
50% of its borrowings in fixed rate instruments.
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The Group manages its cash flow interest rate risk by using floating-to-fixed interest rate swaps. Such interest rate
swaps have the economic effect of converting borrowings from floating rates to fixed rates. The Group raises long-term
borrowings at floating rates and swaps them into fixed rates that are lower than those available if the Group borrowed at
fixed rates directly. Under the interest rate swaps, the Group agrees with other parties to exchange, at specified intervals
(mainly quarterly), the difference between fixed contract rates and floating rate interest amounts calculated by reference
to the agreed notional principal amounts.

3.2 Accounting for derivative financial instruments and hedging activities

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
remeasured at their fair value. The method of recognising the resulting gain or loss depends on whether the derivative is
designated as a hedging instrument, and if so, the nature of the item being hedged. The Group designates certain
derivatives as either: hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge)
or hedges of highly probable forecast transactions (cash flow hedge).

The Group documents at the inception of the transaction the relationship between hedging instruments and hedged
items, as well as its risk management objective and strategy for undertaking various hedge transactions. The Group
also documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are
used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items.

The fair values of various derivative instruments used for hedging purposes are disclosed in note 18. Movements on the
hedging reserve in shareholders’ equity are shown in note 26.

Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are
recognised in equity. The gain or loss relating to the ineffective portion is recognised immediately in the income
statement.

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged item will affect
profit or loss (for example, when the forecast sale that is hedged takes place). However, when the forecast transaction
that is hedged results in the recognition of a non-financial asset (for example, inventory) or a liability, the gains and
losses previously deferred in equity are transferred from equity and included in the initial measurement of the cost of the
asset or liability.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast transaction
is ultimately recognised in the income statement. When a forecast transaction is no longer expected to occur, the
cumulative gain or loss that was reported in equity is immediately transferred to the income statement.

3.3 Fair value estimation

The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and trading and
available-for-sale securities) is based on quoted market prices at the balance sheet date. The quoted market price used
for financial assets held by the Group is the current bid price.

The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and trading and
available-for-sale securities) is based on quoted market prices at the balance sheet date. The quoted market price used
for financial assets held by the Group is the current bid price.

4. Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. The Group makes estimates
and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal the related
actual results.
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At 31 March 2006, the Group is organised on a worldwide basis into three main business segments (industries): (1)

Fish, (2) Poultry and (3) Meat.

Other Group operations mainly comprise the sale of manufacturing services which does not constitute a separately

reportable segment.

The segment results for the three months ended 31 March 2006 are as follows:

Fish Poultry Meat Unallocated Group
Total gross segment sales ..........cccceeeeeiiieeennn. 16.625 12.046 7.633 8.842 45.146
Inter-segment sales .........cccccveeeiviiiiee e, (704) (3.141) (1.474) (5.301) (12.679)
Sales 15.921 8.905 6.159 3.541 32.467
Operating profit ......ccocceeeeiiiiiiie e, 454
Finance costs - Net ......ccccoooceiieeiiiiieieee e, 141
Profit before tax 595
INCOME taX EXPENSE ....coouveeieee e e (44)
Profit for the period 551
The segment results for the three months ended 31 March 2005 are as follows:

Fish Poultry Meat Unallocated Group
Total gross segment sales ..........ccccveereiiineennn. 11.824 6.965 13.349 8.197 40.335
Inter-segment sales .........cccccveevvviiiiie e, (425) (1.215) (650) (8.117) (10.407)
Sales 11.399 5.750 12.699 80 29.928
Operating profit ........cccocveeiiiiinieeee e 3.056
Finance CostsS - Net ......cccooiciieiieiiiiiecee e, (872)
Profit before tax 2.184
TaX EXPENSE .ceieiiieeeeeiieee e e e e e (383)
Profit for the period 1.801
6. Quarterly results Q1 2006 Q4 2005 Q32005 Q2 2005 Q1 2005
SAIES oo 32.467 34.785 30.416 33.911 29.928
Cost 0f SAIES ....veveiieeeeee e (22.025) (23.484) (20.655) (22.328) (19.409)
Gross Profite... e 10.442 11.301 9.761 11.583 10.519
Other operating iNCOME .........cccveveeeiiiiiiieeeeenns 274 349 246 327 130
Selling and marketing expenses ...........cccce...... (4.834) (4.413) (3.850) (4.125) (3.678)
Research and development expenses ............. (1.652) (3.014) (1.683) (1.614) (1.694)
Administrative eXpenses ........cccccocceveeeeericinennn. (3.776) (2.948) (2.338) (2.915) (2.221)
Profit from operations (EBIT).......cccccceeevenneee. 454 1.275 2.136 3.256 3.056
Finance CostS - Net .......ccooviiiiiiieiiiecee e, 141 (576) (778) (415) (872)
Profit before tax.......ccccoeieiiiiii e, 595 699 1.358 2.841 2.184
INCOME taX EXPENSE ....covvvveieeeeeiiiieee e e (44) (120) (127) (737) (383)
Net Profit .o.eeeveeeie 551 579 1.231 2.104 1.801
Profit before depreciation (EBITDA) ................ 1.876 2.764 3.399 4.469 4,180
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7. Finance costs — net

Q1 2006 Q1 2005
Interest expense:
B o F= 11 oo 7o)/ 0o LT (2.191) (475)
= fINANCE IBASES ...t a e et a e e e e e aan (12) (15)
- OtNET INTEIEST EXPENSES ....eieieiiee ettt e e e ettt e e e e et e e e e e e anbee e e e e e e anteeeaeeaasaaeeaaeaannnees (30) (12)
(1.232) (502)
[T T g Tt ] 1= SRR 500 36
Net foreign exchange transaction gainS/(I0SSES) ......cccvcuiviiiieiiiiiiiie et 873 (406)
141 (872)
8. Staff costs
L Vo 1= PSS 14.259 11.131
REIAIEA EXPENSES ...ttt e e e e e e e s ettt e e e e e et e e e e e et e e e e e e e aaraaeeaanaes 1.477 1.245
15.736 12.376
Staff costs analyses as follows in the income statement:
(0701S] o) IKST= 11 PP URTUPRRPN 9.125 7.555
Selling and Marketing EXPENSES .....ccocuiriiieeiiiiit et e e e e e e s e e e s e satre e e e e s stbaraaeeaanes 2,717 2.233
Research and development EXPENSES .........eiii it e e e e et e e e enneeeaeas 1.709 1.382
AAMINISITALIVE EXPENSES ...vviiieiiiiiiiie e e ettt e e e et e e e s st e e e s e ar e e e e s asataeeaeessnstseeaeesantbaeeaesaanes 2.185 1.206
15.736 12.376
9. Income tax expense
(S0 (=10 1 = G TP PP PP PPPPPPPTPPTRTRPPPIN 219 201
Deferred taX (NOLE 21) ....uiiiiiiiiiiee e eeiiiit e e et e e e e e e e e s st e e e e e st e e e e e e sataeeeeesssbaeeaeeeannnees (175) 182
44 383

The tax on the Group's profit before tax differs from the theoretical amount that would arise using the weighted average
tax rate applicable to profits of the consolidated companies as follows:

Profit DEFOIE tAX ...ooiiiiiiiii et 595 2.184
Tax calculated at domestic tax rates applicable to profits in the respective countries ......... 89 372
Permanent differences for taX PUIPOSES ......cooiiiiiiiiiiiiiie et 2) 28
Utilisation of previously unrecognised tax losses/tax asset not recognized ......................... (43) (17)
QLI ol =T o PSPPI 44 383

The weighted average applicable tax rate was 7,4% (2005: 17,5%).
10. Earnings per share

Basic earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average
number of outstanding shares in issue during the year, excluding ordinary shares purchased by the Company and held
as treasury shares.

Q1 2006 Q1 2005
Net profit attributable to shareholders (EUR 000) ..........coooiiiiiiiieeiiiiiiiee e siieeee e 551 1.801
Weighted average number of outstanding shares in issue (thousands) 238.006 233.256
Basic earnings per share (EUR CENL) .......uiiiiiiiiiiiee ettt e e earae e e e 0,23 0,77
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The diluted earnings per share is calculated adjusting the weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares. The Company has one category of dilutive potential ordinary
shares: share options. For the share options a calculation is done to determine the number of shares that could have
been acquired at fair value (determined as the average annual market share price of the Company’s shares) based on
the monetary value of the subscription rights attached to outstanding share options. The number of shares calculated
as above is compared with the number of shares that would have been issued assuming the exercise of the share

options.

Q1 2006 Q1 2005
Net profit used to determine diluted earnings per share (EUR 000) ..........ccoocviereeiiiiiieenenn. 551 1.801
Weighted average number of outstanding shares in issue (thousands) ............cccccceeeenes 238.006 233.256
Adjustments for share options (tNOUSANAS) .......ccceiiiiiiiiei i 4561 5.322
Weighted average number of outstanding shares for diluted earnings
per Share (t(NOUSANMS) .......uviiiiiiiiiiee e e e e et e e e e e st r e e e s eesbaaeeaeeanes 242.567 238.578
Diluted earnings per share (EUR CENL) .......oiiiiiiiiiiiiiiiciieie et e et a e e eiaaaeea s 0,23 0,75

11. Dividend per share

The dividends paid in March 2006 and March 2005 were EUR 601 (EUR 0.25 cents per share) and EUR 590 (EUR 0.25

cents per share) respectively.

12. Property, plant and equipment

Land & Plant & Vehicles &

buildings  machinery equipment Total
At 1 January 2005
(70 1] ST PP TP PRPTPR 27.153 10.963 5.518 43.634
Accumulated depreciation ............cccccceeveiieeee e (2.043) (6.759) (2.985) (11.787)
Net DOOK @MOUNL .......ooiiiiiiiiii et 25.110 4.204 2.533 31.847
Three months ended 31 March 2005
Opening net book amount at 1 January 2005 ...........ccccceeveeeee. 25.110 4.204 2.533 31.847
Exchange differences ........cccccoveuiiiie i (10) 7 26 23
X [ 11 0] TSR 326 264 615 1.205
DISPOSAIS ..uvviiieeiiiiiiii et 0 0 (92) (92)
Depreciation Charge ... (105) (223) (239) (567)
Closing net book amount ... 25.321 4.252 2.843 32.416
Nine months ended 31 December 2005
Opening net book amOUNt ...........eeveeiiiiiiier e 25.321 4.252 2.843 32.416
Exchange differences ..o (12) 149 225 363
AAIIONS .o 417 873 1.257 2.547
DISPOSAIS ..eeeieieeiiiiiei ettt a e 0 (65) (142) (207)
Depreciation Charge .......cccceviiiieiie e (318) (800) (759) (1.877)
Closing net book amount ...........cccvieeiiiiiiiee e 25.409 4.409 3.424 33.242
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Land & Plant & Vehicles &
buildings  machinery equipment Total
At 31 December 2005
[ 1] ST 27.872 12.002 7.100 46.974
Accumulated depreciation ............cccceeeeeiiiiieee e (2.463) (7.593) (3.676) (13.732)
Net DOOK amouUNt ..........ooiiiiiiei e 25.409 4.409 3.424 33.242
Three months ended 31 March 2006
Opening net bookK amOUNt ...........evveeiiiiiiieee e 25.409 4.409 3.424 33.242
Exchange differences ... 0 3 (22) (25)
AAIIONS .o 919 951 691 2.561
DISPOSAIS ...eeieieeiiiiiei ettt a e 0 (53) (31) (84)
Depreciation Charge .......cccceeiiiiiiie e (107) (288) (283) (678)
Closing net book amount ...........ccccvieeiiiiiiiee e 26.221 5.016 3.779 35.016
At 31 March 2006
[ 1] ST 28.790 12.459 7.533 48.782
Accumulated depreciation ............ccccveeeeiiiieeeeeiiiieee e (2.569) (7.442) (3.755) (13.766)
Net DOOK amoOUNt ..........oiiiiiiiee e 26.221 5.017 3.778 35.016
Q1 2006 Q1 2005
Depreciation of property, plant and equipment analyses as follows in the income statement:
(070]1S] o) IK=T= 11T PR PTUURRPN 473 419
Selling and Marketing EXPENSES .....ccccuiiiiieeiiciiii et e e s e e e s e e e e e satre e e e s s stbaeeaeeaanes 99 72
DEVEIOPMENT EXPEINSES ....eeeiiieiiiieieae ettt e e e e ettt e e e e e ettt e e e e s aaeeeeeaeaansbeeeaesaanneeeeaeaaannneeaaaaann 45 33
AAMINISITAIVE EXPENSES ...vviiieiiiiiiiee e e ettt e e e et e e e e st e e e s e ar e e e e s asataeeaeessnstreeeeesansbaeeaesaanes 61 43
678 567
13. Intangible assets
Development
Goodwill costs Patents Software Total
Three months ended 31 March 2005
Opening net book amount ...........ccccceeevevvnennn. 7.861 5.959 354 47 14.221
Exchange differences ..........cccccoviieniiiniiieen. (20) 2) 0 0 (12)
AdItIONS ... 0 921 33 0 954
Amortisation charge ..........ccccccoiiiiiiiiiiiiieenn. (502) (49) (6) (557)
Closing net book amount .............cccceeiiiiineen. 7.851 6.376 338 41 14.606
Nine months ended 31 December 2005
Opening net book amount ...........cccceeevevvnenn. 7.851 6.376 338 41 14.606
Business combination ............cccccoviiiiieeniiienn. 1.740 0 1.740
Exchange differences ........cccccccoeviiveeeeeiinnnnnn. (11) 2) 0 0 (13)
AdItIONS ..o 0 3.617 166 74 3.857
Amortisation charge .........cccccceevviiiiee i, 0 (1.899) (175) (18) (2.092)
Closing net book amount ............cccceeeeviiinnennn. 9.580 8.092 329 97 18.098
Three months ended 31 March 2006
Opening net book amount .............cccceeeeueeeennn. 9.580 8.092 329 97 18.098
Exchange differences .........cccccccovviiieeeeeiiinnnn. 0 0 0 1 1
AdItIONS ..o 0 1.495 500 65 2.060
Amortisation charge .........cccccceeeiviievee i, 0 (678) (52) (14) (744)
Closing net book amount ............ccccceeeeiiivnnennn. 9.580 8.909 777 149 19.415
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Q1 2006 Q1 2005

Amortisation of intangible assets analyses as follows in the income statement:
COSE OF SAIES ..t 4 2
Selling and marketing expenses 3 1
DEVEIOPMENT EXPENSES ...uviiiiieiiiiiiiiee e et e e e e e sttt et e e e s e e e e e e e saabaeeeeeassstbeeeeesaasbaeeeeesasssaeeeeeeans 734 553
AAMINISITALIVE EXPENSES ...eeiieiiiiiiiea ettt ee e e ettt e e e e ettt e e e s e aaeeeaaeaaaasseeeaeeaaneseeaaesasbneaaaeaanns 3 1
744 557

Impairment tests for goodwiill

Goodwill is allocated to the Group’s cash-generating units (CGUSs) identified according to operation of each entity.

The recoverable amount of a CGU is determined based on value-in-use calculations. These calculations use cash flow
projections based on financial budgets approved by management covering a five-year period. Cash flows beyond the
five-year period are extrapolated using estimated growth rates (3-5%), gross margin (33-44%) and discount rate (5-

10%).

Management determined budgeted gross margin based on past performance and its expectations for the market
development. The weighted average growth rates used are consistent with the forecasts included in industry reports.

The discount rates used are pre-tax and reflect specific risks relating to the relevant segments.

Calculations of recoverable amounts did not result to impairment of goodwill in the year 2005 and for the three months

ended 31 March 2006.

14. Inventories 31/32006  31/12 2005

RAW MALEITAIS ....eeeiieieteei ettt ettt e e e ettt et e e e e e tb et e e e e e anntae e e e e e annaeeaaeeaneneas 14.552 12.712

WOTK IN PIOGIESS .eeieiiitiiiieeei ittt e ettt e e e et e e e e ettt e e e e st a e e e e e s s sbaa e e e e e e sstbaeeeeesnntbaseaeeannneeas 4.218 4.239

(1T IS g1=To [e oo Lo LS PSRRI 9.588 8.323
28.358 25.274

Inventories of EUR 6.196 (2005 : EUR 6.461) have been pledged as security for borrowings.

15. Production contracts

Ordered WOTK iN PrOCESS .....uvviiieeiiiiiite e e eeite e e e e et e e e s et e e e s st e e e e s e sbtaeeaeesstbaaeeeseansraaaaeas 20.719 14.879

Advances received on ordered WOrK iN PrOCESS ......coiieiiiiiiiieeaiiiiee et ee e e (8.350) (5.958)
12.369 8.921

16. Receivables and prepayments

Current receivables and prepayments:

Tra0E FECEIVADIES ...ttt e e e ettt e e e e et e e e e e e nnae e e e e e aneeas 18.209 21.233

Less: Provision for impairment of receivables ............cccccvveiiiiiiii e (760) (748)

Trade reCeIVADIES — NET .....oii ettt e e et e e et e e e e e e e e e e e e nnees 17.449 20.485

Other receivables and PrepaymMeNnts ..........coiiiiiiie e e e e srbare e e e eaes 4,109 3.032
21.558 23.517

17. Cash and cash equivalents

Cash at bank and iN NaNd ............ooiii e e e 30.131 3.880

For the purposes of the cash flow statement, the cash and cash equivalents comprise the following:

Cash and bank balanCes ...........ooo i 30.131 3.880

Bank overdrafts are considered to be financing activities in the cash flow statement.

Marel hf. Consolidated interim financial statements 31 March 2006. Amounts in thousands of EUR



21

Notes to the consolidated financial statements

18. Derivative financial instruments

31 March 2006 31 December 2005
Assets Liabilities Assets Liabilities

Interest-rate swaps — cash flow hedges ..........cccccvvvieiiicnnnn 0 116 0 404
Forward foreign exchange contracts — cash flow hedges ........ 0 78 18
TOMAD et 0 194 18 404
LesSS NON-CUITENE POITION: ....vieiiieiiieeiee ittt
Interest-rate swaps — cash flow hedges ..........cccccevveeiiiennnn 0 116 0 404
Forward foreign exchange contracts — cash flow hedges ........ 0 0 0 0

0 116 0 404
(10 =T 01 o Lo ] o o H OSSR 0 78 18 0

Gains in equity on forward foreign exchange contracts as of 31 March 2006 will be released to the income statement at
various dates up to two months from the balance sheet date.

Interest-rate swaps
The notional principal amounts of the outstanding interest-rate swap contracts at 31 March 2006 were EUR 5.798.

19. Trade and other payables 31/32006  31/12 2005
Tra0@ PAYADIES ...ttt e e e e e e et e e e e b e e e e e e n et e e e e aeneaeeean 9.959 10.916
F ool (DT 1L ST PR PUPPOPPOUPRN 1.325 2.583
(D=3 =] g =To T oot ] o 1 1= SRR PRPPRRIN 4.376 2.059
Other PAYADIES ......oveiiieiee e e et e e e et e e e s e e e e e rraaeaeanre 8.233 9.161

23.893 24,719

20. Borrowings

Non-current:
2 T o To T4 (0111 Ta o [PPSR 19.345 19.871
=T 01T o (1] = PSSR URUURRRRNt 39.191 4.284
Finance [ease labilities ..........ccoiiiiiiiii e e e earaeea s 613 726
59.149 24.881
Current:
Bank overdrafts 12.698 8.739
Bank borrowings 7.130 4.890
[T 01T o (1] = PSS URURUPRRRRNt 5.527 5.174
Finance 1ease labilities ..........ccoiiiiiiiiii e e e e e e e earaeea s 459 459
25.814 19.262
L] 7= LN o To ] ¢ o 111V T Vo L= USRI 84.963 44,143

The borrowings include secured liabilities (leases and bank borrowings) in a total amount of EUR 44.679 (2005: EUR
39.105). The bank borrowings are secured over certain of the land and buildings of the Group and over certain of the
inventories. Lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of
default.
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Finance lease Other Total Total
Liabilities in currency: liabilities  borrowings 31/3 2006 31/12 2005
Liabilities in CAD 0 583 583 608
Liabilities in CHF 0 1.445 1.445 0
Liabilities in DKK 67 14.595 14.662 12.205
Liabilities in EUR 876 21.925 22.801 22.680
Liabilities in ISK, index linked 0 40.139 40.139 4.854
Liabilities iN JPY ....ooiiiiiiiiiecece e 0 103 103 109
Liabilities in NOK .......cooiiiiiiiieiie e 0 618 618 693
LiabilitieS iN USD ......cooiiiiiieicciee e 0 2.922 2,922 2.582
Liabilities in Other CUMTENCY .......cc.eeeeeiiiiiiiie e 129 1.561 1.690 412
1.072 83.891 84.963 44,143
CUIeNt MATUFALES ...oeiiiiiiieee ettt e e e e (459) (25.355) (25.814) (19.262)
613 58.536 59.149 24.881
Annual maturates of non-current liabilities:
Period from 1 April 2007 to 31 March 2008 / Year 2007 .......... 440 2.205 2.645 2.689
Period from 1 April 2008 to 31 March 2009 / Year 2008 .......... 173 2.205 2.378 2.501
Period from 1 April 2009 to 31 March 2010/ Year 2009 .......... 0 2.069 2.069 2.165
Period from 1 April 2010 to 31 March 2011/ Year 2010 .......... 0 2.067 2.067 2.131
LALET .ottt 0 49.990 49.990 15.395
613 58.536 59.149 24.881
21. Deferred income tax
Deferred income taxes are calculated in full on temporary differences under the liability method.
The gross movement on the deferred income tax account is as follows:
T JBNUAIY 2005 ...ttt e e e e e e e et et oo o e a b e b e et ettt et et et e e e e e e e e e eeae e e e e e e R ababhbrre e e e et aeaeeeeaeaeaeaaaaaaan 2.015
Exchange differences and changes within the group (26)
Income statement charge (Note 9) 383
Less current taX .....cccceeevecvveieeeeeiinenennn. (196)
Tax charged to equity (1)
ENd Of MAICH 2005 ......oooiiiiiiieiie ittt et b e b e s bbb 2.175
LAPHITE 2005 ..ottt E e bt b e b e e r e r e e e 2.175
Exchange differences and changes within the group ... (225)
INCOME SLAEMENT CRAIGE ...iiiiiiitiii et e et e e e e et e e e e e s stb e et e e e easabaeeeeeeaatbaeesassaaeeeessnees 984
[T o U =T | = PRSP ERP (577)
R e E-T o 1=t I (o I =T U1 YU ERR P (68)
End of the nine months period 31 December 2005 .........ooo i e 2.289
T JBNUBIY 20006 ...ttt ettt et e e e e e e e e e e e e e e s e e e ae e h bbb bt bt e et ettt et et et e e e e e e e eeaeae e e e e aanEabn b e be et e et aeeeeeeaeaeaeaaaaaanan 2.289
Exchange differences and changes within the group ... 40
Income statement charge (Note 9) 44
Less current taX .....cccceeevvcvveveeeeeiinnnennn. (219)
Tax charged to equity 63
End of the three months period 31 March 2006 ............coociuiiiiiiiiiiiiee e a e s enraaeaa s 2.217
Q1 2006 Q1 2005
The deferred tax charged/(credited) to equity during the year is as follows:
Fair value reserves in shareholders’ equity
— NEAGING FESEIVE ...ttt e ettt e e e e et e e e e e e s nt b e e e e e e enneeeaaeeaaneeas 63 (1)
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Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The following
amounts, determined after appropriate offsetting, are shown in the consolidated balance sheet:

31/3 2006 31/12 2005

DEferred tAX ASSELS ........eeiiiieeiiiiiii ettt ettt e e e ettt e e e e e b e e e e e e e et aeeae e e annaeeaaaaanes (1.506) (1.231)
Deferred tax IabilIIeS ..........ccoiiiiiiiii e 3.723 3.520
2.217 2.289

Deferred income tax liability (assets) analyses on the following items:

NON-CUIMTENT BSSEES ....eeiiiieiiitiii ettt et e et e et e e e e e e e e e st e e e e e s ne e e e e e nanneeeenas 3.448 3.235
HEAQE FESEIVE ...ttt ettt e e e oottt e e e ettt e e e e e e annteeeeeeeannbeeeaeeaansnneeeaannes (46) (110)
Taxable 10SS Carried FOrWAD ...........cccviiieiiiiiiee e s st e e e e eaees (1.663) (1.419)
(0] 10T 1 1= o 1 PSRN 478 583

2.217 2.289

Deferred income tax assets are recognised for tax loss carry-forwards to the extent that the realisation of the related tax
benefit through the future taxable profits is probable. Taxable effects of losses amounting to EUR 891 expire in the
years 2009-2015.

22. Provisions

Warranty:

AL L JANUATNY 2005 ..oeiiiiiiiiiiiiiieie e s sttt e e et e tetaaaaaaaaaaaaeaaaaaa s aeabae bt b et b ettt et et et aeaaeaenenana i rnanrrrrrre 626
Changes entered iNt0 INCOME STATEMENT .........iuiiiiie ettt e e e et e e e e e st ae e e e e e eneeeaaeeanees 29
AL 3L MACH 2005 ...ttt e b et b et e e 655
AL L ADIT 2005 ...ttt b ettt b et e et r e 655
Changes entered into income statement 139
At 31 DECEMDBET 2005 .....ooiiiiiieiirie ittt ettt b et E et h et 794
AL L JANUATY 2000 ...oeeeiiiiiiiiiiieieeeeeeeeses st e et etetaaaaaaaeaaaaasasasasasaesbsesebesbeseeeeeeeeaeaaeaeaenanannnarnenerrrree 794
Changes entered iNt0 INCOME STALEMENT .........iuiiiiii et e et e e e et e e e e e st be e e e e s aneeaeaeaanees 22
AL 3L MAICH 2000 .......veiiiiiiiie ittt bttt 816

31/3 2006 31/12 2005
Analysis of total provisions:
(O 1 (=T o | PP 816 794

23. Contingencies
Contingent liabilities:

At 31 March 2006 the Group had contingent liabilities in respect of bank and other guarantees and other matters arising
in the ordinary course of business from which it is anticipated that no material liabilities will arise. In the ordinary course
of business the Group has given guarantees amounting to EUR 606 (2005 : EUR 277) to third parties.

24. Commitments and insurance

Operating lease commitments —where a group company is the lessee

The Group has made some rental agreements for building, motor vehicles and office equipment, now with the remaining
balance of EUR 2.837. The amount will be charged at the relevant rental time of each agreement. The rental
agreements will materialise in the years 2006 - 2010.
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Insurance

The Group has bought a loss of profit insurance which will cover work stoppage for up to 12 months, based on terms of
operation insurance agreement. The insurance benefits amounts up to EUR 47,9 million. The Group insurance value of
buildings amounts to EUR 30 million, production machinery and equipment including software and office equipment
amounts to EUR 23,3 million and inventories to EUR 31,6 million.

25. Share capital

Number of Ordinary Treasury
shares shares shares Total
(thousands)

At 1.January 2005 ......coooiiiiiiiiiiiiie e 233.431 240.064 (6.633) 233.431
Treasury shares purchased ...........cccccceviiiiieiee e (1.355) (1.355) (1.355)
Treasury shares sold 1.005 1.005 1.005
At 3L March 2005 .......ccceeeiiiieeiee e e 233.081 240.064 (6.983) 233.081
Treasury shares purchased (4.772) (4.772) (4.772)
Treasury shares Sold ... 9.962 9.962 9.962
At 31 December 2005 ......ceeiiiiiieiiiie e 238.271 240.064 (1.793) 238.271
Treasury shares purchased ...........cccccceviiiiiiiee e (1.549) (1.549) (1.549)
Treasury shares SOId .........cceeiiiiiiiie e 1.019 1.019 1.019
At 3L MArch 2006 .........coeeiiiieeiiie e eee e e e 237.741 240.064 (2.323) 237.741

The total authorised number of ordinary shares is 240 million shares (2005 : 240 million shares) with a par value of ISK
1 per share (2005 : ISK 1 per share). All issued shares are fully paid.

26. Fair value reserves and other reserves
Hedging  Cumulative

reserve translation Total
adjustment

Balance at 1 January 2005 ........ooiiiiiiiiiiiieiiiiieiee e (20) (388) (408)
Cash flow hedges:
— Fair value gain/(I0Ss) iN PO ........cccuiiiieeiiiiiiie e 17 17
— TaX ON fAIF VAIUE ....eeiiiiiiee e 1 1
Currency translation differenCes .........ccccviiiiiiiiiii e 281 281
Balance at 31 March 2005 ........cooouiiiiiiiiiee e (2) (207) (209)
Cash flow hedges:
— Fair value gain/(I0Ss) iN PO .......c.ccviiiiieiiiiiiie e (384) (384)
— TaX ON fAIF VAIUE ....eeiiiiiieiie e 109 109
Currency translation differenCes .........ccccviiiiiiiiiii e 609 609
Balance at 31 December 2005 .......coooiiiiiiiai i (277) 502 225
Cash flow hedges:
— Fair value gain/(I0SS) iN PO .......ccccuiiiieeiiiiiiie e 192 192
— TaX ON fAIF VAIUE ....eoiiiiieiee e e (63) (63)
Currency translation differences (194) (194)
Balance at 31 March 2006 ...........ccuuiiieiiiiiiiee e (148) 308 160
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27. Cash generated from operations Q1 2006 Q1 2005
NN = o] o) PSPPSRI 551 1.801

Adjustments for:

I VSRR 44 383
[DT=To] (= TolT- L1 o] o PRSPPI 678 567
Yo (o 11T 1o} o PSPPSR 744 557
Loss/(gain) on sale of property, plant and equIPMENt ..........cccceeeiiiiiiiee e (6) )
Interest expense and foreign exchange rate differences .........cccccoeeviiiiiiiii e, (3.181) 904

Changes in working capital (excluding the effects of acquisition and exchange
differences on consolidation):

Inventories and production contracts (6.748) (1.173)
Trade and other receivables 1.935 (158)
Payables ........ccccovvieiiiiiiienee, (929) (1.038)
L 01V 1S3 o] o RO URTPURRI 25 24
Cash generated from OPErationNS ...........ccoiiiiiiiee i e e e e e sntree s (6.887) 1.864
In the cash flow statement, proceeds from sale of property, plant and equipment comprise:
Net DOOK BMOUNL .....ooiiiiiiiie e 84 92
Profit / (loss) on sale of property, plant and equIpMEeNt ..............oooiiiiiiiiiiiie e 6 3
90 95
28. Available-for-sale investments
AL L JANUANY 2005 .oiiiiiiiiiiiiiiiiee et e et e tetaaaaaaaeaaaaaaaaaaa s e aa e a e bbbttt et ettt et e et e aaeaeaenana i anrnenrbrnrre 753
[0 o F= T4 1= o | PR OUUPRRTN (73)
At 31 December 2005 680
Y X (o 11T L PRSP 1
AL 3L MACH 2006 .......veiiiiiiiie ittt bbbttt e e 681

Available-for-sale investments are classified as non-current assets.

Available-for-sale investments are unlisted equity securities traded on inactive markets.

29. Business combination

On 1 October 2005 the Group acquired 100% of the share capital of Dantech Food Systems PTE Ltd. manufacturer of
freezing equipment for the food processing industry. The acquired business contributed revenues of EUR 3.284 and net
profit of EUR 133 to the Group for the period from 1 October 2005 to 31 December 2005.

Details of net assets acquired and goodwill are as follows:

Purchase consideration:

L= ] 11 o= UL PSPPSR 1.931
— Direct cost relating to the aCqUISITION............uiiiiiiiiiie e e e e e e s et e e e e e e srraaeaeas 54

1.985
Fair value Of Net @SSEIS ACOUITET. ......ceii ittt e ettt e e e e et e e e e e e snneeeeeeeaanebeeeeeannneeaaeaannes (401)
L€ ToTo Lo V1711 I (N0 L= e ) PSR 1.584
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The goodwill is attributable to the high profitability of the acquired business and the significant synergies expected to
arise after the Group's acquisition.

Under certain circumstances if operating goals will be reached within five years (2006-2010) a further price for the
shares has to be paid in addition to the price above. Due to uncertainty at this stage, no liability is raised.

The assets and liabilities arising from the acquisition are as follows:

Cash and CaSh EQUIVAIENLES ...t e et e e e e e ettt e e e e s atte e e e e e saseeeaeaaannnneeaaaan 205
Property, plant and equipmMeEnt (NOTE 12)........ccuuiiiiiiiiiiiie ettt e e e e e st e e e e s et e e e e s sseaeeeeessraeaeeessanees 319
DS (=T =T = D= L] AP P U 167
L0V =T o] (o (=T O PP T PP PR PP SR PRROPRPOI 283
(O] [T g=To W o] fo) =Tot AT g o] o Tod= 2] 1.272
=TIV Lo (SIS T Lol o] (=T o P\ 0 T £ PSPPSR 393
Trade and Other PAYADIES. ... e ettt e e e e et e e e e e et e e e e e e aanneee e e aanraeeeaeeeennnes (1.785)
Lo (0 1Yo PSPPSR (453)
Fair value of net assets acquired.... 401
(€ ToTo Lo V171 I (N o LT ) PSPPSR 1.584
1.985
Less:
Cash and cash equivalents in subsidiary acquired (205)

Proceeds from borrowings.................. (1.780)
Cash outflow on acquisition 0

The fair value of assets and liabilities arising from the acquisitions above amounted to it's book value in accordance with
IFRS. Additional payment EUR 156 was granted in the year 2005 due to acquisition of Geba.

30. Related party transactions

At the end of March 2006, there are no loans to directors (31 December 2005: EUR nil). In addition there were no
transactions carried out (purchases of goods and services) between the group and the directors in the years 2005 and
for the period ended 31 March 2006.

During the period January to March 2006, a loan amounting to EUR 5,3 million was granted to LME Eignarhaldsfélag
ehf. Marel is owner of 20% of the shares in the company and the loan is convertible into shares under certain
circumstances.

31. Share options

Share options are granted to directors and to employees. The exercise price of the granted options is equal to the
market price of the shares on date of the grant (1 January 2001). The exercise price of the granted options in 2006 is
higher than market price of the shares on the date of grant (16 February 2006). Options are conditional on the
employee completing particular period's service (the vesting period). The group has no legal or constructive obligation
to repurchase or settle the options in cash.
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Movements in the number of share options outstanding and their related weighted average exercise prices are as

follows:
Average
exercise
price in ISK
per share
AL L JANUATY 2005 ... et e e e e e e e e e e e e e e e e e rranerreeeaeas 42
(o] 1= 1= o PP SUPRPN 42
D= (o111 =Y o RPN 42
At 31 DeCEMBET 2005 ......iiiiiiiiiiiiie et e e e e e e st e e e s anbaraaaeaaan
[ =] (= SRR 70
At 3L MAICh 2006 .....oveiiieiiiiiiiie et e e e et e e e s et e e e e e e b et e e e et e e e e ararraaaan 42

Options
(thousands)

7.096
(53)

(2.482)

4.561
11.540

16.101

Outstanding options of 4.561 thousand were all exercisable at 31 March 2006. Share options outstanding can be

transferred between years but have expiry date at year-end 2007.

32. Principal subsidiaries

Y= N OIS (=TT W d Y2 o RPN
Marel CarniteCh (TRAIANG) ... e e et e e e e e st r et e e e s ratbee e e e sntbaeeeeesnnsreees
Y= V=T O o 71 - SRS
Marel Deutschland GMBH & €0 KG ......oiiiiiiiiiie ettt e et
Y =T I T TU T o] .4 1=T 0 A T ST OTPRRTN
Marel Management GMDH .........ooiiiii e e e e e e e e s et a e e e e s aatb e e e e e s ssteeeeesnatbaeeaeean
Y= V=T I W ESS1 =g o PR
Marel Scandinavia A/S ...
Y =T BT o= 1 o RO PRRR R
Marel UK Ltd .............

Marel USA Inc
Carnitech A/S

All subsidiaries are wholly owned. All holdings are in the ordinary share capital of the entity concerned.

Australia
Thailand
Chile
Germany
Canada
Germany
Russia
Denmark

USA
Denmark
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