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The Board of Directors' and CEO's Report

The consolidated financial statements for the year 2008 comprise the financial statements of Marel Food Systems hf
(the Company) and its subsidiaries, together the Group. The consolidated financial statements are prepared in
accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union (EU) and
additional Icelandic disclosure requirements.

The food systems division of Stork N.V. was acquired in May 2008. Through the acquisition Marel Food Systems will
double its revenues and strengthen the platform for further internal growth and profitability. See note 29 for further
information. The consolidated income statement does not reflect a full year sales and expenses at the same time as
the balance sheet include all financing of past acquisitions. The proforma sales of core businesses including Stork
Food Systems without Food & Dairy operation from the beginning of 2008 were EUR 613 million and adjusted EBIT
EUR 51.9 million or 8.5% of sales.

A public offering of 156.4 million new shares in Marel Food Systems hf were sold for ISK 13,923 million in June and a
private placement of 20.1 million new shares were sold for ISK 1,385 million in November 2008. The total number of
the Company’s shares after the offering is 580,300,312.

Total sales of the Group according to the income statement were EUR 540 million in the year compared to EUR 289
million in the year 2007. Net loss of the Group amounted to EUR 8.4 million compared to profit of EUR 6.1 million in
the preceding year. Assets of the Group amounted to EUR 920.3 million according to the balance sheet and
shareholders' equity amounted to EUR 288.3 miillion at year-end.

The Company is in negotiations with the old Icelandic banks regarding closing of derivatives. The management’s
opinion is that these derivatives should be settled at default rate EUR/ISK 136.21. In the financial statements an
accrual has been entered based on the year end rate EUR/ISK 169.44.

During the year an average of 3,497 employees were employed by the Group. Total wages and salaries for the
Group amounted to EUR 182.1 million.

The number of shareholders in Marel Food Systems hf at year end 2008 was 1,836, a decrease of 202 during the
year. Three shareholders had a holding interest of more than 10% in the company, Eyrir Invest, with 39.45%,
Landsbanki islands hf, with 18.72% and Grundtvig Investment with 10.61%.

At the end of 2008, the Group had considerable financial resources together with contracts with a number of
customers and suppliers across different geographic areas and industries. As a consequence, the management of
the Group believes that it is well placed to manage its business risks successfully despite the current uncertain
economic outlook.

The management of the Group believes it is taking all the necessary measures to support the sustainability and
growth of the Group’s business in the current circumstances. Accordingly they continue to adopt the going concern
basis in preparing the annual report and financial statements. The Board of Directors suggests that no dividends will
be paid in the year 2009, but refers to the financial statements regarding appropriation of the year's net loss and
changes in shareholders' equity.

The goodwill of the Group was tested for impairment at year-end by calculating its recoverable amount. The results of
these impairment test was that there was no need for impairment as the recoverable amount of the goodwill was well
above the book value.

According to the Board of Director’s best knowledge, these Consolidated Financial Statements comply with Act No.
3/2006, on Annual Accounts and give a true and fair picture of the Group’s assets and liabilities, financial position
and operating performance as well as describing the principal risk and uncertainty factors faced by the company. The
report of the Board of Directors provides a clear overview of developments and achievements in the company’s
operations and its situation.

The Board of Directors and CEO of Marel Food Systems hf hereby ratify the Consolidated Financial Statements of
Marel Food Systems hf for the year 2008 with their signatures.

Gardabeer, 20 February 2009
Board of Directors

Arni Oddur pérdarson
Arnar b6r Masson Friorik J6hannsson
Helgi Magnusson Lars Grundtvig
Margrét Jonsdottir

Chief Executive Officer
Hordur Arnarson



Independent auditor’s report

To the Shareholders and Board of Directors of the Marel Food Systems hf

We have audited the accompanying consolidated financial statements of Marel Food Systems hf and it's subsidiaries
(together; the Group) which comprise the consolidated balance sheet as of 31 December 2008 and the consolidated
income statement, consolidated statement of changes in equity and consolidated cash flow statement for the year
then ended and a summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards as adopted by the European Union (EU). This
responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those Standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the accompanying consolidated financial statements give a true and fair view of the financial position of
the Group as of 31 December 2008, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the EU.

Gardabeer, 20 February 2009.
PricewaterhouseCoopers hf
porir Olafsson

Kristinn Freyr Kristinsson



Financial Ratios

Operating results

GroSS Profit oo
Profit before depreciation (EBITDA) .......ccccceeeunneee.
Profit from operations (EBIT) ......ccccceevvvvvveeiiivnenennn.
Profit (loss) for the year ..o

Cash flow statement

Net cash from (to) operating activities ....................
INvesting activities .........cccccveeiiiiiiiee e
Financing activities ...

Financial position
TOtal @SSELS ...oviiiiiiieiii e

Various figures in proportion to sales

GroSS Profit oo
Selling and marketing eXpenses ..........cccccceeveeveeen.
Research and development expenses ...................
Administrative eXpenses .........coocveeeeeeiriiieieeeeeneeee
Wages and benefits .........cccoccvviieiiiiiin e
Profit before depreciation (EBITDA) .......ccccceeeevnnes
Depreciation/amortization ...........c.cccocccvvvreeiiiinenennn.
Profit from operations (EBIT) ......ccccoviciieeeeiiiiienenn.
Profit (loss) for the period

Other key ratios

CUITENE FALIO ..veiiiiiie e
(O 101 Te] Q- [ T
EQUItY ratio ....cvveeeeiiiiiiee e
Return on owners' eqUItY .........cccoocuveeeeeniiiieneeennes
Return on total @SSets ........cccccvvvveviieeeniieeniiee e

2008

540,149
178,931
42,108
20,434
(8,405)

15,288
(410,671)
386,480

920,259
(25,941)
288,279

33.1%
13.3%
5.1%
11.1%
33.7%
7.8%
4.0%
3.8%
-1.6%

0.9
0.5
31.3%
-3.6%
-1.2%

2007

289,817
97,236
20,980
10,029

6,066

2,778
(70,249)
34,118

427,304
109,887
181,835

33.6%
15.5%
5.0%
10.0%
41.2%
7.2%
3.8%
3.5%
2.1%

1.9
13
42.5%
3.7%
1.5%
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2006

208,700
68,803
15,679

7,527
159

(2,992)
(69,754)
132,318

364,793
87,989
144,423

33.0%
13.9%
5.6%
10.6%
42.7%
7.5%
3.9%
3.6%
0.1%

1.9
12
39.6%
0.2%
0.1%

2005

129,039
43,625
14,814

9,721
5,715

2,987
(10,180)
7,210

114,890
16,557
41,032

33.8%
12.4%
6.1%
8.7%
42.5%
11.5%
3.9%
7.5%
4.4%

1.4
0.6
35.7%
18.1%
5.4%

2004

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%
4.0%
10.7%
7.1%

1.6
0.7
33.1%
30.5%
9.0%

Amounts in thousands of EUR



Consolidated Income Statement

Gross profit

Other Operating iNCOIME ..........oiiiiiiie ettt e e sbbe e e sbe e e e abeeeeanee
Selling and Marketing EXPENSES ......cc.viiiiiiriiieiie e
Research and development EXPENSES .......c.uiiiiiiiieiriiie et eeeee e
AdMINISIFAtIVE EXPENSES .....eiiiiiiiie ittt

Profit from operations

FINANCE COSES = NBL ..eeiiiiiiie e e s e e s e e st e e e e rneeeesnneeeennes
Share of results of associates

Profit (loss) before income tax

Income tax

Net profit (loss)

Attributable to:
Equity holders of the Company

MINOKILY INEEIEST ..t e e e e e e e e st e e s nnte e e e eteeeeennnneaenne

Earnings per share for profit attributable to equity holders of the company
during the year (expressed in EUR cent per share):
- basic

The notes on pages 9-39 are an integral part of the consolidated financial statements.
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2008 2007

Notes YTD YTD
5 540,149 289,817
(361,218) (192,581)

178,931 97,236

716 1,203
(71,838) (44,829)
(27,337) (14,631)
(60,038) (28,950)

20,434 10,029

6 (32,194) (7,091)
27 473 4,602
(11,287) 7,540

8 2,882 (1,474)
(8,405) 6,066

(8,405) 6,065

0 1

(8,405) 6,066

9 (1.71) 1.65
9 (1.68) 1.64

Amounts in thousands of EUR



Consolidated Balance Sheet

ASSETS

Non-current assets

Property, plant and equipmMent ...........cccccvveeiviiiiieee s
Goodwill and other intangible assets ..........cccccooicieiee e,
INVESTMENES iN ASSOCIALES .....ccvvvveieee ittt
Deferred iNCOMe taX asSets .........cccccvcviviviviiiiiiiieeeer e,
Available-for-sale iINVESIMENtS ........c.ccoocvveveeeiiiiiiie e,
Trade receivabIes ..........uuviiiiiiiiiiieieeeee e
Derivative financial inStruments ..........ccccccoevviieee i,

Current assets

[ NVZ=T o] (o] =TS

Production contracts

Trade receivables ...........uuviiiiiiiiiiieieee e
Other receivables and prepayments ...........ccccvveeeieiiiieeeeeeinnns
LOAN t0 ASSOCIALE ......uuvuieiiiiiiiiiiieieiere e e e e e e e e e e e e e e e s e s s
Derivative financial inStruments ..........ccccccoviiieee i,
Cash and cash equivalents ............ccccceeeiiiiiiie e

Total assets

EQUITY

Capital and reserves attributable to equity holders of the Company
Ordinary SNArES ......coooueiiiiei e
Treasury SHares ........ccccoiciiiiie et
Share PremiUm ...
Fair value and other reServes .........ccccceviieeeniiee e
Retained arninNgs ........ccueeeeieiiiiiiie e

Minority interest
Total equity

LIABILITIES
Non-current liabilities

BOITOWINGS ©.ovviieeieeitiie ettt e e e e st e e e e e sabaee e e e

Deferred income tax liabilities ....................
Provision for warranty ............ccccceeeevinnen..
Derivative financial instruments

Current liabilities

Trade and other payables ..........cccccvieiiiiiiiee e
Derivative financial inStruments ..........ccccccvvvvvieeieiiieeeeeeeeeeeee,
Current income tax liabilities .......c.cccccvviiieiiiiiiie e
BOITOWINGS ...eeeeee ettt e e e e ee e e
PrOVISIONS ...vviiiieiiiiiiii ettt eaaae e e

Total liabilities

Total equity and liabilities

Notes

11
12
27
20
28
15
17

13
14
15
15
30
17
16

26
25

18
20
21
17

19
17

18
21

The notes on pages 9-39 are an integral part of the consolidated financial statements.
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31/122008  31/12 2007
145,420 66,305
480,438 120,035

305 3,281
5,620 3,542
28 631
2,683 245

0 127
634,494 194,166
113,636 61,587
26,473 15,168
85,603 52,871
34,652 20,427
0 49,607

4,364 3,041
21,038 30,437
285,765 233,138
920,259 427,304
5,868 4,452
(16) (38)
269,988 147,584
(9,449) (502)
21,888 30,293
288,279 181,789
0 46
288,279 181,835
265,807 115,327
10,362 6,380
8,563 11
35,542 500
320,274 122,218
156,203 75,487
8,261 117
6,703 736
134,636 45,029
5,902 1,882
311,706 123,251
631,980 245,469
920,259 427,304

Amounts in thousands of EUR



Consolidated Statement of Changes in Shareholders' Equity

Attributable to equity holders of the Company

Share Share Other Retained Minority Total
Notes capital premium reserves earnings Total interest equity
Balance at 1 January 2007 4,045 115,369 (88) 25,052 144,378 45 144,423
Cash flow hedges:
— net fair value gain/(loss), netof tax . 26 645 645 645
Currency translation differences ......... 26 (1,059) (1,059) (1,059)
Net income/(expenses) recognised
directly in equity ......cccceeeeiiiieieee, 0 0 (414) 0 (414) 0 (414)
Sale of treasury shares ............cccc...... 0 0 0
Purchases of treasury shares ............. (35) (2,303) (2,338) (2,338)
Employee share option scheme:
- value of services provided ................ 557 557 557
Dividend related to 2006 .................... (824) (824) (824)
Profit for the period ...........ccccceevnnnenen. 6,065 6,065 1 6,066
Issue of share capital ...........cccceeenee 404 33,961 34,365 34,365
369 32,215 (414) 5,241 37,411 1 37,412
Balance at 31 December 2007 4,414 147,584 (502) 30,293 181,789 46 181,835
Cash flow/net investment hedges:
— net fair value gain/(loss), netof tax . 26 (13,307) (13,307) (13,307)
— reclassification of fair value loss ...... 26 4,786 4,786 4,786
Currency translation differences ......... 26 (426) (426) (426)
Net income/(expenses) recognised
directly in equity ........ccoeiiiiiii. 0 0 (8,947) 0 (8,947) 0 (8,947)
Business combination ........................ 0 (46) (46)
Purchases/sale of treasury shares ..... 22 2,015 2,037 2,037
Employee share option scheme:
- value of services provided ................ 43 43 43
Loss for the period .......ccccoeevviiiinnnenn. (8,405) (8,405) (8,405)
Issue of share capital ...........cccceeeee 1,416 120,346 121,762 121,762
1,438 122,404 (8,947) (8,405) 106,490 (46) 106,444
Balance at 31 December 2008 5,852 269,988 (9,449) 21,888 288,279 0 288,279

The notes on pages 9-39 are an integral part of the consolidated financial statements.

Marel Food Systems hf, Consolidated financial statements 31 December 2008 Amounts in thousands of EUR



Consolidated Cash Flow Statement

2008 2007
Notes

Cash flows from operating activities
NEt Profit (I0SS) .vveeeeiiirieiie e ea s (8,405) 6,066
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and impairment of fixed assets ...........cccoccveeveeiiiiiireeeinnns 11,999 5,069
Amortisation and impairment of intangible assets ..............cccccceiiiineee. 9,674 5,882
Currency fluctuations and indexation ...........cccccevvviieee e (3,546) 260
Changes in deferred taXes ... (4,210) 246
Share of results of aSSOCIAtES .......ccvvvvieeiiiiiiiie e (244) (4,602)
(@1 1= ged g F= 1o o =T PR 2,570 66
Working capital provided by operating activities 7,838 12,987
Changes in operating assets and liabilities:
Inventories and production contracts (decrease) .........cccccovcvveveeerennnen. (1,118) (12,115)
Trade and other receivables increase (decrease) ........cccccoeevieeeeernenenn. 16,159 (20,399)
Short-term liabilities, increase (deCrease) ........ccoccvveevecivieeeeeiiiieneee e (7,591) 22,305
Changes in operating assets and liabilities 7,450 (10,209)
Net cash from operating activities 15,288 2,778
Cash flows to investing activities
Acquisition of subsidiary, net of cash acquired ............cccccceeeviiiiieeennns 29 (425,970) 0
Purchase of property, plant and equipment (PPE) ...........ccccoiiieeennn. (18,638) (17,328)
Proceeds from sale Of PPE ... 2,846 1,242
Purchase of intangible asSets ... (20,224) (13,266)
Proceeds from sale of intangible assets ..........c.cccecvevieiiiiiiiee e, 93 0
Purchase of associate iINVEeStMENLS ...........ceviiiiiiiiiieeeeiee e (1,061) 0
o =10 E 1T To [ TSRO 0 (41,643)
Loan repayments received from associates ...........ccccocoeeeeeiiiiiieeeenene 49,607 0
Proceeds from sale of equities 2,676 746
Net cash used in investing activities (410,671) (70,249)
Cash flows from financing activities
Proceeds from issuance of ordinary shares ..........cccccceevvvvveeeeiicinenennn, 121,611 34,638
Proceeds from (purchase of) treasury shares, net ...........cccccceevevieeenn. 2,231 (2,154)
Proceeds from BOITOWINGS ........oocvviiieiiiiiiiee e 285,434 24,669
Repayments of DOIrOWINGS .......oooiiiiiiii e (22,404) (13,434)
Finance lease principal payments ..........cccccvvvvieeiiiiiieee e eiienea e (558) (865)
Changes in short-term bank 10ans ..........cccooiiiiiiii e, 166 (7,912)
Dividend paid to company’s shareholders ............ccccccoveeeiiiiiiec i, 0 (824)
Net cash from financing activities 386,480 34,118
Net increase (decrease) in cash and cash equivalents (8,903) (33,353)
Exchange losses on cash and bank overdrafts ............cccccceeiiiiiineein, (496) 711
Cash and cash equivalents at beginning of year ...........ccccccceiiiiiieeenne 30,437 63,079
Cash and cash equivalents at end of year 21,038 30,437
Other information
[T oS A o = Vo [ PR (24,574) (3,573)
INCOME tAX PAUI ..eiieiiiiiiiie e e e earare e (259) (1,864)
INTEIESL TECEIVE ...t e e e e e e e eaaas 5,685 1,910
DivIAeNd reCEIVEM ........oeiiiiiieiiiie e 50 8

Marel Food Systems hf, Consolidated financial statements 31 December 2008 Amounts in thousands of EUR



Notes to the Consolidated Financial Statements

1. General information

Marel Food Systems hf. ("the company") and its subsidiaries (together "the group") manufactures, distributes and sells
solutions for use in all major sectors of the food processing industry. During the year, the group acquired control of
Stork Food Systems operating in most western European countries and USA.

Marel Food Systems hf. is a limited liability company incorporated and domiciled in Iceland. The address of its
registered office is Austurhraun 9, Gardabaer.

The company has its listing on the Nasdag OMX Nordic Exchange in Iceland.

These consolidated financial statements have been approved for issue by the board of directors on 20 February 2009.

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are set out
below. These policies have been consistently applied to the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of Marel Food Systems have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union (EU).

The accounting policies, as adopted by the EU, depart from full IFRS in few standards, interpretations and
amendments that will have minor effects on future reporting of the group.

The preparation of financial statements in accordance with IFRS 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. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates
are significant to the consolidated interim financial statements, are disclosed in note 4.

These consolidated 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.

Standards, amendments and interpretations to existing standards that are not yet effective and have not been early
adopted by the group.

The following standards and amendments to existing standards have been published and are mandatory for the
group’s accounting periods beginning on or after 1 January 2009 or later periods, but the group has not early adopted
them:

IFRS 8, ‘Operating segments’ (effectiver 1 January 2009). IFRS 8 replaces IAS 14, ‘Segment reporting’, and aligns
segment reporting with the requirements of the US standard SFAS 131, ‘Disclosures about segments of an enterprise
and related information’. The new standard requires a ‘management approach’, under which segment information is
presented on the same basis as that used for internal reporting purposes. Group will apply IFRS 8 prospectively from
1 January 2009.

IAS 23 (Amendment), ‘Borrowing costs’ (effective from 1 January 2009). The amendment requires an entity to
capitalise borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset (one
that takes a substantial period of time to get ready for use or sale) as part of the cost of that asset. The option of
immediately expensing those borrowing costs will be removed. The group will apply IAS 23 (Amendment)
retrospectively from 1 January 2009 but is currently not applicable to the group as there are no qualifying assets.

Marel Food Systems hf, Consolidated financial statements 31 December 2008



10

Notes to the Consolidated Financial Statements

IAS 1 (Revised), ‘Presentation of financial statements’ (effective from 1 January 2009). The revised standard will
prohibit the presentation of items of income and expenses (that is, ‘non-owner changes in equity’) in the statement of
changes in equity, requiring ‘non-owner changes in equity’ to be presented separately from owner changes in equity.
All non-owner changes in equity will be required to be shown in a performance statement, but entities can choose
whether to present one performance statement (the statement of comprehensive income) or two statements (the
income statement and statement of comprehensive income). Where entities restate or reclassify comparative
information, they will be required to present a restated balance sheet as at the beginning comparative period in
addition to the current requirement to present balance sheets at the end of the current period and comparative period.
The group will apply IAS 1 (Revised) from 1 January 2009. It is likely that both the income statement and statement of
comprehensive income will be presented as performance statements.

IFRS 2 (Amendment), ‘Share-based payment’ (effective from 1 January 2009). The amended standard deals with
vesting conditions and cancellations. It clarifies that vesting conditions are service conditions and performance
conditions only. Other features of a share-based payment are not vesting conditions. These features would need to be
included in the grant date fair value for transactions with employees and others providing similar services; they would
not impact the number of awards expected to vest or valuation thereof subsequent to grant date. All cancellations,
whether by the entity or by other parties, should receive the same accounting treatment. The group will apply IFRS 2
(Amendment) from 1 January 2009. It is not expected to have a material impact on the group’s financial statements.

IAS 32 (Amendment), ‘Financial instruments: Presentation’, and IAS 1 (Amendment), ‘Presentation of financial
statements’ — ‘Puttable financial instruments and obligations arising on liquidation’ (effective from 1 January 2009).
The amended standards require entities to classify puttable financial instruments and instruments, or components of
instruments that impose on the entity an obligation to deliver to another party a pro rata share of the net assets of the
entity only on liquidation as equity, provided the financial instruments have particular features and meet specific
conditions. The group will apply the IAS 32 and IAS 1(Amendment) from 1 January 2009. It is not expected to have
any impact on the group’s financial statements.

IFRS 1 (Amendment) ‘First time adoption of IFRS’, and IAS 27 ‘Consolidated and separate financial statements’
(effective from 1 January 2009). The amended standard allows first-time adopters to use a deemed cost of either fair
value or the carrying amount under previous accounting practice to measure the initial cost of investments in
subsidiaries, jointly controlled entities and associates in the separate financial statements. The amendment also
removes the definition of the cost method from IAS 27 and replaces it with a requirement to present dividends as
income in the separate financial statements of the investor. The group will apply IFRS 1 (Amendment) from 1 January
2009, as all subsidiaries of the group will transition to IFRS. The amendment will not have any impact on the group’s
financial statements.

IAS 27 (Revised), ‘Consolidated and separate financial statements’, (effective from 1 July 2009). The revised standard
requires the effects of all transactions with non controlling interests to be recorded in equity if there is no change in
control and these transactions will no longer result in goodwill or gains and losses. The standard also specifies the
accounting when control is lost. Any remaining interest in the entity is re-measured to fair value, and a gain or loss is
recognised in profit or loss. The group will apply IAS 27 (Revised) prospectively to transactions with non-controlling
interests from 1 January 2010.

IFRS 3 (Revised), ‘Business combinations’ (effective from 1 July 2009). The revised standard continues to apply the
acquisition method to business combinations, with some significant changes. For example, all payments to purchase
a business are to be recorded at fair value at the acquisition date, with contingent payments classified as debt
subsequently re-measured through the income statement. There is a choice on an acquisition-by-acquisition basis to
measure the non-controlling interest in the acquiree either at fair vale or at the non-controlling interest’s proportionate
share of the acquiree’s net assets. All acquisition-related costs should be expensed. The group will apply IFRS 3
(Revised) prospectively to all business combinations from 1 January 2010.

Marel Food Systems hf, Consolidated financial statements 31 December 2008
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Notes to the Consolidated Financial Statements

IFRS 5 (Amendment), ‘Non-current assets held-for-sale and discontinued operations’ (and consequential amendment
to IFRS 1, ‘First-time adoption’) (effective from 1 July 2009). The amendment is part of the IASB’s annual
improvements project published in May 2008. The amendment clarifies that all of a subsidiary’s assets and liabilities
are classified as held for sale if a partial disposal sale plan results in loss of control. Relevant disclosure should be
made for this subsidiary if the definition of a discontinued operation is met. A consequential amendment to IFRS 1
states that these amendments are applied prospectively from the date of transition to IFRSs. The group will apply the
IFRS 5 (Amendment) prospectively to all partial disposals of subsidiaries from 1 January 2010.

IAS 23 (Amendment), ‘Borrowing costs’ (effective from 1 January 2009). The amendment is part of the IASB’s annual
improvements project published in May 2008. The definition of borrowing costs has been amended so that interest
expense is calculated using the effective interest method defined in IAS 39 ‘Financial instruments: Recognition and
measurement’. This eliminates the inconsistency of terms between IAS 39 and IAS 23. The group will apply the IAS
23 (Amendment) prospectively to the capitalisation of borrowing costs on qualifying assets from 1 January 2009.

IAS 28 (Amendment), ‘Investments in associates’ (and consequential amendments to IAS 32, ‘Financial Instruments:
Presentation’, and IFRS 7, ‘Financial instruments: Disclosures’) (effective from 1 January 2009). The amendment is
part of the IASB’s annual improvements project published in May 2008. An investment in associate is treated as a
single asset for the purposes of impairment testing. Any impairment loss is not allocated to specific assets included
within the investment, for example, goodwill. Reversals of impairment are recorded as an adjustment to the
investment balance to the extent that the recoverable amount of the associate increases. The group will apply the IAS
28 (Amendment) to impairment tests related to investments in subsidiaries and any related impairment losses from 1
January 2009.

IAS 36 (Amendment), ‘Impairment of assets’ (effective from 1 January 2009). The amendment is part of the IASB’s
annual improvements project published in May 2008. Where fair value less costs to sell is calculated on the basis of
discounted cash flows, disclosures equivalent to those for value-in-use calculation should be made. The group will
apply the IAS 28 (Amendment) and provide the required disclosure where applicable for impairment tests from 1
January 2009.

IAS 38 (Amendment), ‘Intangible assets' effective from 1 January 2009). The amendment is part of the IASB’s annual
improvements project published in May 2008. A prepayment may only be recognised in the event that payment has
been made in advance of obtaining right of access to goods or receipt of services. This means that an expense will be
recognised for shoe mail order catalogues when the group has access to the catalogues and not when the catalogues
are distributed to customers, as is the group’s current accounting policy. The group will apply the IAS 38 (Amendment)
from 1 January 2009 with an expected write-off of prepayments of C500 to retained earnings.

IAS 19 (Amendment), ‘Employee benefits’ (effective from 1 January 2009). The amendment is part of the IASB’s
annual improvements project published in May 2008.

— The amendment clarifies that a plan amendment that results in a change in the extent to which benefit promises are
affected by future salary increases is a curtailment, while an amendment that changes benefits attributable to past
service gives rise to a negative past service cost if it results in a reduction in the present value of the defined benefit
obligation.

— The definition of return on plan assets has been amended to state that plan administration costs are deducted in the
calculation of return on plan assets only to the extent that such costs have been excluded from measurement of the
defined benefit obligation.

— The distinction between short term and long term employee benefits will be based on whether benefits are due to be
settled within or after 12 months of employee service being rendered.

— IAS 37, ‘Provisions, contingent liabilities and contingent assets, requires contingent liabilities to be disclosed, not
recognised. IAS 19 has been amended to be consistent.

The group will apply the IAS 19 (Amendment) from 1 January 2009.
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IAS 39 (Amendment), ‘Financial instruments: Recognition and measurement’ (effective from 1 January 2009). The
amendment is part of the IASB’s annual improvements project published in May 2008.

— This amendment clarifies that it is possible for there to be movements into and out of the fair value through profit or
loss category where a derivative commences or ceases to qualify as a hedging instrument in cash flow or net
investment hedge.

— The definition of financial asset or financial liability at fair value through profit or loss as it relates to items that are
held for trading is also amended. This clarifies that a financial asset or liability that is part of a portfolio of financial
instruments managed together with evidence of an actual recent pattern of short-term profit taking is included in such
a portfolio on initial recognition.

- The current guidance on designating and documenting hedges states that a hedging instrument needs to involve a
party external to the reporting entity and cites a segment as an example of a reporting entity. This means that in order
for hedge accounting to be applied at segment level, the requirements for hedge accounting are currently required to
be met by the applicable segment. The amendment removes the example of a segment so that the guidance is
consistent with IFRS 8, ‘Operating segments’, which requires disclosure for segments to be based on information
reported to the chief operating decision-maker. Currently, for segment reporting purposes, each subsidiary designates
contracts with group treasury as fair value or cash flow hedges so that the hedges are reported in the segment to
which the hedged items relate. This is consistent with the information viewed by the chief operating decision-maker.
See note 3.1 for further details. After the amendment is effective, the hedge will continue to be reflected in the
segment to which the hedged items relate (and information provided to the chief operating decision-maker), but the
group will not formally document and test this relationship.

- When remeasuring the carrying amount of a debt instrument on cessation of fair value hedge accounting, the
amendment clarifies that a revised effective interest rate (calculated at the date fair value hedge accounting ceases)
are used.

The group will apply the IAS 39 (Amendment) from 1 January 2009. It is not expected to have an impact on the
group’s income statement.

IAS 1 (Amendment), ‘Presentation of financial statements’ (effective from 1 January 2009). The amendment is part of
the IASB’s annual improvements project published in May 2008. The amendment clarifies that some rather than all
financial assets and liabilities classified as held for trading in accordance with IAS 39, ‘Financial instruments:
Recognition and measurement’ are examples of current assets and liabilities respectively. The group will apply the
IAS 39 (Amendment) from 1 January 2009. It is not expected to have an impact on the group’s financial statements.

There are a number of minor amendments to IFRS 7, ‘Financial instruments: Disclosures’, IAS 8, ‘Accounting policies,
changes in accounting estimates and errors’, IAS 10, ‘Events after the reporting period’, IAS 18, ‘Revenue’ and IAS
34, ‘Interim financial reporting’, which are part of the IASB’s annual improvements project published in May 2008 (not
addressed above). These amendments are unlikely to have an impact on the group’s accounts and have therefore not
been analysed in detail.

IFRIC 16, ‘Hedges of a net investment in a foreign operation’ (effective from 1 October 2008). IFRIC 16 clarifies the
accounting treatment in respect of net investment hedging. This includes the fact that net investment hedging relates
to differences in functional currency not presentation currency, and hedging instruments may be held anywhere in the
group. The requirements of IAS 21, ‘The effects of changes in foreign exchange rates’, do apply to the hedged item.
The group will apply IFRIC 16 from 1 January 2009. It is not expected to have a material impact on the group’s
financial statements.

2.2 Consolidation

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the group has the power to govern the
financial and operating policies generally accompanying a shareholding of more than one half of the voting rights.
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 principal subsidiaries are listed in note 32.
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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 goodwill. If the cost of acquisition is less than the fair value of the net assets of the
subsidiary acquired, the difference is recognised directly in the income statement (see note 2.6).

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.

Transactions and minority interests

The group applies a policy of treating transactions with minority interests as transactions with parties external to the
group. Disposals to minority interests result in gains and losses for the group that are recorded in the income
statement. Purchases from minority interests result in goodwill, being the difference between any consideration paid
and the relevant share acquired of the carrying value of net assets of the subsidiary.

Associates

Associates are all entities over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for by the equity
method of accounting and are initially recognised at cost. The Group’s investment in associates includes goodwill
identified on acquisition, net of any accumulated impairment loss. See note 2.7 for the impairment of non-financial
assets including goodwill.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the income statement, and its
share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of the investment. When the Group’s share of losses in an
associate equals or exceeds its interest in the associate, including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s
interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Dilution gains and losses arising in investments in associates are recognised in the income statement.
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.

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 the Group's presentation currency.
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Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions or valuation where items are remeasured. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the income statement, except when deferred in equity
as qualifying cash flow hedges and qualifying net investment hedges as explained in note 2.9. Foreign exchange
gains and losses that relate to borrowings and cash and cash equivalents are presented in the income statement
within ‘Finance cost - net’. All other foreign exchange gains and losses are presented in the income statement within
‘Finance cost — net'.

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).

On consolidation, exchange differences arising from the translation of the net investment in foreign operations, and of
borrowings and other currency instruments designated as hedges of such investments, are taken to shareholders’
equity. When a foreign operation is partially disposed of or sold, exchange differences that were recorded in equity
are recognised in the income statement as part of the gain or loss on sale.

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. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to the income statement during the financial period in which they are incurred.

Land is not depreciated. 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:

I = 101 o [Tg T £ P O PPSRR 20-40 years
- Plant and MACNINEIY ......ooi ettt e e e e e e e neaeeeas 5-15 years
- Equipment and motor VENICIES ..........oooiiiiiiie et 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 recognised
within ‘Other (losses)/gains — net’ in the income statement.
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Borrowing cost is expensed as incurred except when directly attributable to acquisition or construction of an asset that
necessarily takes a substantial period of time to get ready for its intended use. Such borrowing cost is capitalised as
part of the cost of the asset when it is probable that it will result in future economic benefits to the entity and the cost
can be measured reliably.

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 at the date of acquisition. Goodwill on acquisitions of subsidiaries is
included in ‘intangible assets’. 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 generate future economic benefits, 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

Costs associated with maintaining computer software programmes are recognised as an expense as incurred.
Development costs that are directly attributable to the design and testing of identifiable and unique software products
controlled by the group are recognised as intangible assets when the following criteria are met:

— it is technically feasible to complete the software product so that it will be available for use;

— management intends to complete the software product and use or sell it;

— there is an ability to use or sell the software product;

— it can be demonstrated how the software product will generate probable future economic benefits;

— adequate technical, financial and other resources to complete the development and to use or sell the software
product are available; and

— the expenditure attributable to the software product during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the software product include the software development
employee costs and an appropriate portion of relevant overheads.

Other development expenditures that do not meet these criteria are recognised as an expense as incurred.
Development costs previously recognised as an expense are not recognised as an asset in a subsequent period.

Computer software development costs recognised as assets are amortised over their estimated useful lives, which
does not exceed three years.

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 8 years. Intangible assets are not revalued.
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2.7 Impairment of non-financial 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). Non-financial assets other than
goodwill that suffered impairment are reviewed for possible reversal of the impairment at each reporting date.

2.8 Financial assets

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. 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. The group’s receivables comprise ‘trade and other receivables’ and
cash and cash equivalents in the balance sheet (notes 2.12 and 2.13).

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.

Regular purchases and sales of financial assets 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. Financial assets 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. R eceivables
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 as an indicator that 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.
Impairment testing of receivables is described in note 2.12.

2.9 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

(a) hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast transaction
(cash flow hedge).; or

(b) hedges of a net investment in a foreign operation (net investment hedge).
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The group documents at the inception of the transaction the relationship between hedging instruments and hedged
items, as well as its risk management objectives and strategy for undertaking various hedging 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.

Movements on the hedging reserve in shareholders’ equity are shown in note 26. The full fair value of a hedging
derivative is classified as a non-current asset or liability when the remaining hedged item is more than 12 months, and
as a current asset or liability when the remaining maturity of the hedged item is less than 12 months. Trading
derivatives are classified as current asset or liabilities.

(a) Cash flow hedge

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

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged item affects
profit or loss (for example, when the forecast expense that is hedged takes place). The gain or loss relating to the
ineffective portion is recognised in the income statement within ‘Finance cost — net’. However, when the forecast
transaction that is hedged results in the recognition of a non-financial asset (for example, inventory or fixed assets)
the gains and losses previously deferred in equity are transferred from equity and included in the initial measurement
of the cost of the asset. The deferred amounts are ultimately recognised in cost of goods sold in case of inventory or
in depreciation in case of fixed assets.

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
within “Finance cost — net'.

(b) Net investment hedge
Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges.

Any gain or loss on the hedging instrument relating to the effective portion of the hedge is recognised in equity. The
gain or loss relating to the ineffective portion is recognised immediately in the income statement within ‘other
gains/(losses) — net'.

Gains and losses accumulated in equity are included in the income statement when the foreign operation is partially
disposed of or sold.

(c) Derivatives at fair value through profit or loss and accounted for at fair value through profit or loss
Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value of any these derivative
instruments are recognised immediately in the income statement within Finance cost — net'.

2.10 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 applicable
variable selling expenses. Costs of inventories include the transfer from equity of gains/losses on qualifying cash flow
hedges relating to production cost. Provision is raised against slow moving items.
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2.11 Production (construction) contracts

Production costs are recognised when incurred.

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.

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.

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.

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).

2.12 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. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delinquency in payments (more than 30 days overdue) are considered
indicators that the trade receivable is impaired. 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
carrying amount of the assets is reduced through the use of an allowance account, and the amount of the loss is
recognised in the income statement within sales. When a trade receivable is uncollectible, it is written off against the
allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against
sales in the income statement.

2.13 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.

2.14 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of
tax, from the proceeds.

Where any group company purchases the Company’s equity share capital (treasury shares), the consideration paid,
including any directly attributable incremental costs (net of income taxes), is deducted from equity attributable to the
Company's equity holders until the shares are cancelled or reissued. Where such shares are subsequently sold or
reissued, any consideration received (net of any directly attributable incremental transaction costs and the related
income tax effects) is included in equity attributable to the Company's equity holders.

2.15 Trade payable

Trade payable are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method.
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2.16 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.

2.17 Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income statement, except
to the extent that it relates to items recognised directly in equity. In this case, the tax is also recognised in equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the company’s subsidiaries and associates operate and generate taxable
income. Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulations is subject to interpretation and establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

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 is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

2.18 Employee benefits

Share-based compensation

The group operates a number of equity-settled, share-based compensation plans, under which the entity receives
services from employees as consideration for equity instruments (options) of the group. 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 is determined by reference to the fair value of the options granted, excluding the impact of any non-market
service and performance vesting conditions (for example, profitability, sales growth targets and remaining an
employee of the entity over a specified time period). Non-market vesting conditions are included in assumptions about
the number of options that are expected to vest. The total amount expensed is recognised over the vesting period,
which is the period over which all of the specified vesting conditions are to be satisfied. At each balance sheet date,
the entity revises its estimates of the number of options that are expected to vest based on the non-marketing vesting
conditions. It recognises the impact of the revision to original estimates, if any, in the income statement, with a
corresponding adjustment to equity. The proceeds received net of any directly attributable transaction costs are
credited to share capital (hominal value) and share premium when the options are exercised.

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.
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2.19 Provisions

Provisions for restructuring costs and legal claims 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 the amount has been reliably estimated. Restructuring provisions comprise lease termination penalties and
employee termination payments. Provisions are not recognised for future operating losses. The company gives
warranty on certain products and undertakes to repair or replace items that fail to perform satisfactorily. The 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.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the
obligation. The increase in the provision due to passage of time is recognised as interest expense.

2.20 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.

The group recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and when specific criteria have been met. The amount of revenue is not
considered to be reliably measurable until all contingencies relating to the sale have been resolved. The group bases
its estimates on historical results, taking into consideration the type of customer, the type of transaction and the
specifics of each arrangement.

Revenue from fixed-price contracts for delivering design services and solutions is recognised under the percentage-of-
completion (POC) method. Under the POC method, revenue is generally recognised based on the services performed
and direct expenses incurred to date as a percentage of the total services to be performed and total expenses to be
incurred.

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.

Dividends are recognised when the right to receive payment is established.
2.21 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 and the lease term.

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.

2.22 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised in the Group’s financial statements in the period in
which the dividends are approved by the Company’s shareholders.
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3. Financial risk management
3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, cash flow risk and
fair value interest-rate risk and price risk), credit risk and liquidity risk. The Group’s overall risk management program
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.

(@) 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 UK pound and US dollar. The Group use forward contracts to manage its 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 Group’s
functional currency.

The group has certain investments in foreign operations, whose net assets are exposed to foreign currency translation
risk. Currency exposure arising from the net assets of the group’s foreign operations is managed primarily through
borrowings denominated in the relevant foreign currencies.

At 31 December 2008, if the functional currency had weakened/strengthened by 1% against the US dollar with all
other variables held constant, post-tax profit for the year would have been EUR 309 lower/higher as a result of foreign
exchange gains/losses on translation of US dollar-denominated financial instruments. Profit is more sensitive to
movements in functional currency/ USD exchange rates in 2008 than 2007 because of increased amount of USD
borrowings.

At 31 December 2008, if the functional currency had weakened/strengthened by 1% against the DKK, Danish Krona
with all other variables held constant, post — tax profit for the year would have been EUR 282 lower/higher as a result
of foreign exchange gains/losses on translation of USD denominated financial instruments. The sensitivity of DKK
denominated financial instruments is relatively similar to last year.

(ii) Cash flow and fair value interest rate risk

The group’s 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 60% of its borrowings in fixed rate instruments. During 2007 and 2008, the group’s
borrowings at variable rate were denominated in EUR, DKK, SKK and ISK.

Based on the various scenarios, 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. Generally, 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, the difference between fixed contract rates and floating-rate interest amounts calculated by
reference to the agreed notional amounts.

Occasionally the group also enters into fixed-to-floating interest rate swaps to hedge the fair value interest rate risk
arising where it has borrowed at fixed rates in excess of the 60% target.
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At 31 December 2008, if interest rates on functional currency-denominated borrowings had been 1% higher/lower with
all other variables held constant, post-tax profit for the year would have been EUR 728 lower/higher, as a result of
higher/lower interest expense on floating rate borrowings. At 31 December 2008, if interest rates on DKK-
denominated borrowings at that date had been 1% higher/lower with all other variables held constant, post-tax profit
for the year would have been EUR 142 lower/higher, as a result of higher/lower interest expense on floating rate
borrowings.

(b) Credit risk

Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with banks and
financial institutions, as well as credit exposures to customers, including outstanding receivables and committed
transactions. The credit quality of the customer is assessed, taking into account its financial position, past experience
and other factors. The utilisation of credit limits is regularly monitored.

Exposure to credit risk
The carrying amount of financial assets represent the maximum credit risk exposure. The maximum exposure to credit
risk at the reporting date was:

Carrying amount

Note 2008 2007

Trade reCeIVaDIES ..........vviiiei e 15 88,286 53,116
Other receivables and prepayments ... 15 34,652 20,427
LOAN 10 ASSOCIALE ...vvveiieeiiiiiiieeieciiti e e e e ettt e e e et e e e e e st e e e e e s siaaeeeaeeaaes 0 49,607
Derivative financial instruments 17 4,364 3,168
Cash and cash equiValents ...........cccuvviiiiiiiiiie e 16 21,038 30,437
148,340 156,755

(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, group treasury maintains flexibility in funding by maintaining
availability under committed credit lines.

Management monitors rolling forecasts of the group’s liquidity reserve (comprises undrawn borrowing facility (note 18)
and cash and cash equivalents (note 16)) on the basis of expected cash flow. This is generally carried out at local
level in the operating companies of the group in accordance with practice and limits set by the group. These limits
vary by location to take into account the liquidity of the market in which the entity operates. In addition, the group’s
liquidity management policy involves projecting cash flows in major currencies and considering the level of liquid
assets necessary to meet these; monitoring balance sheet liquidity ratios against internal and external regulatory
requirements; and maintaining debt financing plans.

The table below analyses the group’s financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet to the contractual maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows . Balances due within 12 months equal their carrying balances as the impact of discounting

is not significant.
Less than Between 1and Between 2 and

At 31 December 2008 1year 2 years 5years Over 5 Years

BOITOWINGS ...t 134,636 41,191 111,147 143,049

Trade and other payables .........cccccceeviviiiiie i, 156,203 0 0 0
Less than Between 1and Between 2 and

At 31 December 2007 1year 2 years 5years Over 5 Years

BOITOWINGS ...ttt 45,029 9,207 98,864 30,124

Trade and other payables 75,487 0 0 0

1 As the amounts included in the table are the contractual undiscounted cash flows, these amounts will not reconcile
to the amounts disclosed on the balance sheet for borrowings, derivative financial instruments and trade and other
payables. Entities can choose to add a reconciling column and a final total which lies into the balance sheet if they so
wish.
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3.2 Capital risk management

The group’s objectives when managing capital are to safeguard the group’s ability to continue as a going concern in
order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the group may adjust the
amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce
debt.

Consistent with others in the industry, the group monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including ‘current and non-
current borrowings’ as shown in the consolidated balance sheet) less cash and cash equivalents. Total capital is
calculated as ‘equity’ as shown in the consolidated balance sheet plus net debt.

2008 2007
Total borrowings (NOTE 18) ...cccvviiiieiiiiiiiie e e e e e e e et e e e e s etbaeeae s 400,443 160,356
Less: cash and cash equivalents (NOtE 16) .......coocuuieiieiiiiiiiiee i e e (21,038) (30,437)
NEE DT .o e 379,405 129,919
et U= (U1 TSRO P TP P PPRTOO 288,279 181,835
LI ] 2= LT o1 - | PP PPR 667,684 311,754
Gearing ratio 56.8% 41.7%

The increase in the gearing ratio during 2008 resulted primarily from new loans less issue of share capital as part of
the consideration for the acquisition of a subsidiary.

3.3 Fair value estimation

The fair value of financial instruments traded in active markets (such as 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 that are not traded in an active market is determined by using valuation
techniques. The Group uses a variety of methods and makes assumptions that are based on market conditions
existing at each balance sheet date.

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair
values due to the short-term nature of trade receivables. The fair value of financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash flows at the current market interest rate that is available to the
Group for similar financial instruments.
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4. Critical accounting estimates and assumptions

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. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.

(a) Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy
stated in Note 2.7. The recoverable amounts of cash-generating units have been determined based on value in use
calculation. These calculations require the use of estimates (note 12).

(b) Income taxes

The Group is subject to income taxes in numerous jurisdictions. Significant judgment is required in determining the
worldwide provision for income taxes. There are many transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business. The Group recognises liabilities for anticipated tax
audit issues based on estimates of whether additional taxes will be due. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made.

(c) Fair value of derivatives and other financial instruments

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter
derivatives) is determined by using valuation techniques. The group uses its judgment to select a variety of methods
and make assumptions that are mainly based on market conditions existing at each balance sheet date. The group
has used discounted cash flow analysis for various available-for-sale financial assets that are not traded in active
markets.

(d) Revenue recognition

The Group uses the percentage-of-completion method in accounting for its sales of goods and production contracts.
Use of the percentage-of-completion method requires the Group to estimate the stage of completion to date as a
proportion of the total work to be performed.
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5. Segment information

Business segments

At 31 December 2008, the Group is organised on a worldwide basis into five main business segments (industries): (1)
Fish, (2) Poultry, (3) Meat, (4) Other food and (5) Non food.

Other (unallocated) Group operations mainly comprise the sale of manufacturing services which does not constitute a
separately reportable segment.

The segment results for the year ended 31 December 2008 are as follows:

Fish Poultry Meat  Other Food Non Food Group
Total gross segment sales .............. 126,372 265,530 153,436 73,875 37,841 657,053
Inter-segment sales ..........ccccceeeenn. (29,582) (38,360) (40,158) (5,149) (3,655) (116,904)
Sales 96,790 227,170 113,278 68,726 34,186 540,149
Operating profit ........ccccoeiceeeeniinne 20,434
Finance costs - net ........ccccccvveeeeens (32,194)
Share of results of associates ......... 473
Loss before tax (11,287)
Income tax expense .........cccceeeeeeeen. 2,882
Loss for the year (8,405)

The segment results for the year ended 31 December 2007 are as follows:

Fish Poultry Meat  Other Food Non Food Group
Total gross segment sales .............. 111,022 88,014 102,958 47,567 22,080 371,641
Inter-segment sales .........cccccvveeeenne (14,419) (11,072) (8,643) (45,161) (2,529) (81,824)
Sales 96,603 76,942 94,315 2,406 19,551 289,817
Operating profit .......cccccoevviieeeeiiins 10,029
Finance costs - Net ........ccccceeeeeennes (7,091)
Share of results of associates ......... 4,602
Profit before tax 7,540
Income tax exXpense ........ccccceeeeenee. (1,474)
Profit for the year 6,066

The group does not allocate assets, liabilities, depreciation, amortization, impairment charge and capital expenditures
between business segments.

Inter-segment transfers or transactions are entered into under the normal commercial terms and conditions that would
also be available to unrelated third parties.

Secondary reporting format — geographical segments
The Group’s three business segments operate in four main geographical areas, even though they are managed on a

worldwide basis.
The home country of the Company — which is also the main operating company — is Iceland.

Sales 2008 2007
171 = o To SR PPRP 3,325 2,449
[ T0 o] o101 1] RS RSTR 408,009 214,527
N0 g1 g AN 3 =T o PSPPSR 93,587 56,163
(@)1 15T o010 101 (11T 35,228 16,678

540,149 289,817

Sales are allocated based on the country in which the customer is located.
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2008 2007
Total assets
Iceland ...........coeeeennnnns 477,732 310,492
Other countries 442,527 116,812
920,259 427,304
Total assets are allocated based on where the assets are located.
Capital expenditure
[oT=Y F= T o ISP 2,198 2,528
(@)1 15T Qo010 101 (11T 22,107 14,801
24,305 17,329
Capital expenditure is allocated based on where the assets are located.
6. Finance costs — net
Interest expense:
o To T (0111 oo [ R RP (26,656) (8,465)
S fINANCE IBASES ..ottt et e e ettt bbb e et e e e e e e et e e e e e e e e e e e e e e e rrrrraae (62) a77)
- Other INTEIEST EXPENSES .. ...eiiiiiie ittt e ettt e e e et e e e e e s st et e e e e e e anaeeeeaeeaannbeeeaeeaannreeeeaan (2,544) (379)
(29,262) (9,021)
) (SIS (o101 (ST 4,907 1,910
Other fINANCE INCOME (COSL) ..vviiiiiiiiiiiiie et e e s e e e e et e e e e e s staaeeaeesanraeeaeean 32 8
Net foreign exchange transaction gains/(I0SSES) ....ccceiuiiiiiaiiiiiiee e (7,871) 12
(32,194) (7,091)
7. Staff costs
LAV = To [P RTPTRTPRS 158,195 106,151
REIAIEA EXPENSES ...ttt ettt e e e ettt e e e e e et e e e e e e et e e e e e e aanbeeeaaeeanneeaeaan 23,861 13,194
182,056 119,345
Staff costs analyses as follows in the income statement:
COSE OF SAIES ...ccoeiiiiiie ettt et e e e e e e e e et e e e e e et e s et bbb bbb b rraarareaeaeaaaaaaeaeaeeeeeanararrrre 82,915 63,007
Selling and MAarketing EXPENSES .......uuieiiie ettt e et e e e e et e e e e e e atbee e e e e e e nseeeea e s anneeeas 46,708 27,478
Research and development EXPENSES .........uuviieiiiiiiiie et e e e e e s sarae e e e 28,393 11,958
AdMINISITAtIVE EXPEINSES .....eeiiieeiiiiiiiee ettt ee e e ettt e e e e ettt ae e s anteetaaeaasaseeeaeaaanseeeeaasaannneeaaaaases 24,040 16,902
182,056 119,345
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8. Income tax

2008 2007

(O (=] 00 7= N 1,328 1,228
(D= (=T =T [N = O PSPPSR RUPPRRR (4,210) 246
(2,882) 1,474

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 (I0SS) DEIOIE tAX .....vviiiie it e e e r e e st e e e aabaee s (11,287) 7,540
Tax calculated at domestic tax rates applicable to profits in the respective countries ............. (1,690) 1,932
Permanent differences for taX PUIPOSES .......ciiiiiiiiiiie ettt e et e e e s eiaaaaea e e (1,076) (528)
Change iN taX PEICENTAGE ... .ueiieiiiiiiieee ettt e ettt e e e e ettt ee e e e et bt e e e e e e s neeeeaeaaasbaeeaaeaanneeeaaaanes (390) (281)
Impacts from previously unrecogn. tax losses/asset not recognized and other items ............. 274 351
LI o] =T o PRSP (2,882) 1,474

The weighted average applicable tax rate was 26% (2007: 20%).

9. Earnings per share

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

2008 2007
Net profit (loss) attributable to equity NOIErs ..o (8,405) 6,066
Weighted average number of outstanding shares in issue (thousands) 492,885 368,343
Basic earnings per share (EUR cent per Share) .........ccoooiiiiiiiee i (1.71) 1.65

The diluted earnings per share is calculated by 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.

2008 2007
Net profit (loss) used to determine diluted earnings per share ...........ccccoccveeeeiiiiiieeeeciciieneeene (8,405) 6,065
Weighted average number of outstanding shares in issue (thousands) ..........ccccccoevvviereeeinns 492,885 368,343
Adjustments for share options (tNOUSANAS) .......oeiiiiiiiiiiie e 6,993 2,264
Weighted average number of outstanding shares for diluted earnings ..........ccccccceevvvivieneennne
Per Share (tNOUSANAS) .......ueeiieieiiiii ettt e e e ettt e e e e et e e e e e nbee e e e e e e ennneeeeeeannees 499,878 370,607
Diluted earnings per share (EUR CENL) ........oiiiiiiiiieie ittt e e e e (1.68) 1.64

10. Dividend per share

The dividends paid in March 2008 and March 2007 were EUR 0 (EUR 0.00 cents per share) and EUR 824 (EUR 0.22
cents per share) respectively.
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11. Property, plant and equipment

28

Land & Plant & Vehicles &
buildings machinery  equipment Total
At 1 January 2007
L0 ) OSSPSR 45,813 18,078 15,750 79,641
Accumulated depreciation ...........cccccvvieeiiiiiiiee e (4,573) (10,243) (8,700) (23,516)
Net DOOK @MOUNT ......cveiiiieie et e e e eeas 41,240 7,835 7,050 56,125
Year ended 31 December 2007
Opening net book amount .............cooiiiiiiiiiie e 41,240 7,835 7,050 56,125
Business combiNation ..........ccooceieiiiieiniie e 0
Exchange differenCes ..........cooiiiiiiiiiiiiiiee e (336) (278) (262) (876)
AAItIONS . 8,282 3,039 6,007 17,328
DISPOSAIS ...t e e 0 (72) (1,132) (1,203)
Depreciation charge ........ccccceoviiiiiiii e (526) (1,812) (2,731) (5,069)
Closing net book amount ..........ccccviviieiiiiiiiee e 48,660 8,713 8,932 66,305
At 31 December 2007
L0 ) OSSPSR 53,749 20,242 17,856 91,847
Accumulated depreciation (5,089) (11,529) (8,924) (25,542)
Net DOOK AMOUNT .....ccveiiiieee e e e e e eaas 48,660 8,713 8,932 66,305
Year ended 31 December 2008
Opening net book amouNt .............cooiiiiiiiiiiieee e 48,660 8,713 8,932 66,305
Business combinations ...........cceovvviiiieiiiiiee e 48,356 15,114 5,797 69,267
Exchange differences ... 425 463 (417) 470
AAItIONS .o 10,029 10,137 4,139 24,305
DISPOSAIS ...eeeeiiee ittt (2,107) (286) (535) (2,929)
Depreciation charge ........cccccooiiiiiiii e (2,737) (4,837) (4,426) (12,000)
Closing net book amount ... 102,626 29,304 13,490 145,420
At 31 December 2008
L0 ) OSSPSR 110,452 45,670 26,840 182,961
Accumulated depreciation (7,826) (16,365) (13,350) (37,541)
Net BOOK @mMOUNT .......ooeiieiiiie e 102,626 29,304 13,490 145,420
2008 2007
Depreciation of property, plant and equipment analyses as follows in the income statement:
(@01 oL =11 (ST 6,459 3,287
Selling and marketing expenses 1,003 744
Development expenses 751 256
Administrative expenses 3,788 782
12,000 5,069

Bank borrowings are secured on land and buildings (Austurhraun 9) for the value of USD 7.3 million (2007:USD 7.3

million) and ISK 2,864 million.
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12. Goodwill and other intangible assets

Developm. Other
Goodwill costs Trade name intangible Total

At 1 January 2007
[0 1] S 97,117 18,684 0 2,144 117,945
Accumulated depreciation ............cccceeevviiiiieeeeens 0 (3,736) (582) (4,318)
Net bOOK amOUNt .......ccocviiiiiireciee e 97,117 14,948 0 1,562 113,627
Year ended 31 December 2007
Opening net book amount ..........ccccceeeeeiiivieneeeens 97,117 14,948 0 1,562 113,627
Allocation of business combination ...............ccc...... (4,693) 0 3,201 1,492 0
Exchange differences ........cccccccvviieiiiiiiiiinee i, (835) (124) 0 a7 (976)
AdItIONS .. 3,920 8,418 0 928 13,266
Amortisation charge .........ccccccviviiii i, (59) (5,000) 0 (823) (5,882)
Closing net book amount ...........ccccccvveeiiiiiiieeeens 95,450 18,242 3,201 3,142 120,035
Year ended 31 December 2008
Opening net book amount 95,450 18,242 3,201 3,142 120,035
Business combination ........................ 16,128 9,515 2,638 37,646 65,927
Exchange differences ....... (619) (252) 1,812 941
AdItIONS . 284,020 18,013 1,176 303,209
Amortisation charge .........ccccccvvviiee i 0 (6,516) (327) (2,831) (9,674)
Closing net book amount .............ccccceeiiiiiiiieneens 394,979 39,002 5,512 40,945 480,438
At 31 December 2008
COSE ittt 395,038 54,254 5,839 45,181 500,312
Accumulated depreciation .............ccccceeveiiiieeeeens (59) (15,252) (327) (4,236) (19,874)
Net book amount ...........ccceeeeveeeiciciirrreee e, 394,979 39,002 5,512 40,945 480,438

2008 2007
Amortisation of intangible assets analyses as follows in the income statement:
[OT0 1) ae) 151 1 L= P EURURURR 112 89
Selling and Marketing EXPENSES .....ccccuiiiiee ittt e e s e e s e e e e e e s ratr e e e e e s snsaeeas 158 128
DEVEIOPMENT EXPEINSES ... ..eeiiieeeiitiiee ettt e e ettt e e e e et ee e e e e atbeeeaeeaanneeeaaaeaansseeeeeaasnneeaaeaanns 7,564 5,519
AdMINISITAtIVE EXPEINSES . ..uiiiiieeiiiiiiiee ettt e e e e s e e e e e s st a et e e e aatbtaeaaesasasbeeaeessassaeaeaeaases 1,840 146

9,674 5,882

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 pre-tax 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%), EBITDA margin (4-19%) and discount rate (9-21%).
The growth rate does not exceed the long-term average growth rate for the business in which the CGU operates.

The key assumptions used for value-in-use calculations are as follows:

Stork Scanvaegt Other Total
(Yo e e 111 T 300,148 73,590 21,241 394,979
EBITDA MAIGINY .ot 40-185% 7.5-11.9% 6.0 -9.1%
GIOWEN FAEZ e 3% 3% 3%
DISCOUNT TALEY .ot 8.5-17.0% 9.3 - 20.9% 10-11%

! Budgeted EBITDA margin.
2 Weighted average growth rate used to extrapolate cash flows beyond the budget period.
% Pre-tax discount rate applied to the cash flow projections.
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Management determined budgeted EBITDA 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 CGU.

The impairment test of goodwill did not result in impairment loss.

31/12 2008  31/12 2007
13. Inventories

(R e\ =1 (=] =1 T 37,198 30,912
WOTK IN PIOGIESS .eieeiiitiiiee et ittt e ettt e e e et e e e e et et e e e st bt e e e e e s satbeeeeeesatba et e e e snntbaaeaeeansseeaeean 44,158 9,519
(1T IS gT=To [e oo Lo LS PO PRPSURRRPN 32,281 21,156

113,636 61,587

The cost of inventories recognised as expense and included in ‘cost of goods sold’ amounted to EUR 268,129 (2007:
EUR 104,605).

Inventories of EUR 61,966 (2007: EUR 8,951) have been pledged as security for borrowings.

14. Production contracts

Ordered WOTK IN PrOCESS ......ueiiieiiiiiiiee ettt e e ettt e e e e e et e e e e e e aabee e e e e e aasaeeeeaeeaansbeeeaasaannneeeaeaane 57,999 37,282
Advances received on ordered WOrk in PrOCESS .......uuiiiiiiiiieiieeiiiiieiee e e esiiie e e e e e e e earaeea s (31,526) (22,114)
26,473 15,168

15. Trade receivables

Current receivables:

BB =00 (S (Lo < AZ= o[ 91,797 55,946
Less: Provision for impairment of receivables ............ccccvviiiiiiiiiie e (3,511) (2,830)
Trade receivables — net 88,286 53,116
Less non-current portion (2,683) (245)
Current portion 85,603 52,871
Other receivables and prepayments
Pre-payments ............ccccoeeeennne 11,938 13,269
Other receivables 22,714 7,158
34,652 20,427

All non-current receivables are due within four years from the balance sheet date.
The carrying amounts of receivables and prepayments approximate their fair value.
As of 31 December 2008, trade receivables of EUR 45,680 were fully performing.

Trade receivables that are less than three months past due are not considered impaired. As of 31 December 2008, trade
receivables of EUR 26,851 were past due but not impaired. These relate to a number of independent customers for whom
there is no recent history of default. As of 31 December 2008, trade receivables of EUR 13,242 were impaired and
provided for. The amount of the provision was EUR 3,511 as of 31 December 2008. The individually impaired receivables
mainly relate to customers, which are in unexpectedly difficult economic situations. It was assessed that a portion of the
receivables is expected to be recovered. The ageing of these receivables is as follows:

Gross
amount  Impairment
L8] oI (o T2 1 4 To] i 0 =PSRRI 26,851 0
OVEE 2 MONTNS oot e e e e et e e e e e st e e e e e e e e bt b e e e e s e satbaeeeessnnteeaeeaas 13,242 3,511
40,093 3,511

Receivables of EUR 50,595 (2007: EUR 4,141) have been pledged as security for borrowings.
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The carrying amounts of the group’s trade and other receivables are denominated in the following currencies:

31

2008
1 PSPPSR OUPR 50,440
(1S 0] | £ T 16,002
{3 o To 10 o T O EPP R STPPRR 4,290
(@) ([T o 4 (=T (o1 (ST 14,871
85,603

Movements on the group provision for impairment of trade receivables are as follows:
2008 2007
F e S - g U= o PP PUPPPPTPT 2,830 2,581
BUSINESS COMBDINALION .....ciiiieiiiiii ettt et e e et e e e e et e e e s e e e s et s e e ssbaa s s ssaanssarebnsaees 2,050 0
Provision for receivables impairMeNt ............coiiiiiiiie e e s e e e e e enens 982 1,403
Receivables written off during the year as uncollectible (1,719) (790)
Unused amounts reVersed .........cceveeeeeeuireeeeeiiiiieee e seiieee e e (632) (363)
YN H B ToT=] 1 0] o 1= G 3,511 2,830

The creation and release of provision for impaired receivables have been included in ‘Sales’ in the income statement.
Amounts charged to the allowance account are generally written off, when there is no expectation of recovering additional

cash.

The other classes within trade and prepayments do not contain impaired assets.

31/12 2008 31/12 2007
16. Cash and cash equivalents
Cash at bank and iN AN ..........ooiee e e e e e e e e e e e s et e e s eeb e e e eeaans 21,038 30,437
Bank overdrafts are considered to be financing activities in the cash flow statement.
17. Derivative financial instruments

31 December 2008 31 December 2007
Assets Liabilities Assets Liabilities

Interest-rate swaps — cash flow hedges ........c.cccoevvvieiiiiiieneen. 0 10,025 127 117
Currency interest-rate swaps — fair value hedges ....................... 4,364 33,778 1,775 500
Forward foreign exchange contracts — cash flow hedges ........... 0 0 1,266 0
Total 4,364 43,803 3,168 617
Less non-current portion:
Interest-rate swaps — cash flow hedges ........ccccooooeiiiiiiiinne 0 0 127 0
Currency interest-rate swaps — fair value hedges ....................... 0 35,542 0 500
Total non-current 0 35,542 127 500
(10 ¢=T 01 o 1o ] o] o H PR 4,364 8,261 3,041 117

The full fair value of a hedging derivative is classified as a non-current asset or liability if the remaining maturity of the
hedged item is more than 12 months and, as a current asset or liability, if the maturity of the hedge item is less than 12

months.
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a) Cash flow hedges of forecast transactions

The Group has used forward foreign exchange contracts to hedge some forecast transactions relating to operating
expenses. These foreign exchange contracts have been designated as cash flow hedges. In Q4 the hedged operating
cost had declined and forecasted transactions are not expected to occur at the amount originally hedged. Therefore the
hedge relationships were terminated and the related cumulative loss on the hedging instruments that had been
recognised in other comprehensive income from the period when the hedge was effective, was reclassified from equity to
profit and loss as a reclassification adjustment. The amount reclassified was EUR 4.8 million.

(b) Forward foreign exchange contracts
The notional principal amounts of the outstanding forward foreign exchange contracts at 31 December 2008 were EUR
39,636 (2007: EUR 30,805).

(c) Interest rate swaps
The notional principal amounts of the outstanding interest rate swap contracts at 31 December 2008 were EUR 10,151
(2007: EUR 10,530).

At 31 December 2008, the fixed interest rates vary from 3.3% to 7.98% (2007: 3.3% to 7.98%), and the main floating rates
are EURIBOR, CIBOR and LIBOR. Gains and losses recognised in the hedging reserve in equity on interest rate swap
contracts as of 31 December 2008 will be continuously released to the income statement until the repayment of the bank
borrowings (note 18).

(c) Hedge of net investment in foreign entity

The group’s net investment in UK subsidiary amounting to EUR 14,461 (2007: EUR 20,418) is hedged in full. The foreign
exchange gain of EUR 1,922 (2007: loss of EUR 704) on translation of the borrowing to currency at the balance sheet
date is recognised in other reserves, in shareholders’ equity.

The maximum exposure to credit risk at the reporting date is the fair value of the derivative assets in the balance sheet.

18. Borrowings

31/12 2008 31/12 2007
Non-current:

BaNK DOITOWINGS ..veiiiiiiiiiiii ettt e e et e e e e et e e e e et bt e e e e e e satb e e e e e s esbaaeeeeeasbeeeeaan 208,453 29,337
(B L=Y 01T gL (U (T 57,166 85,657
FIinance 18ase lADIlItIES ...........eiiiiiiiiiie e e e e e e e e s e eanaa e e e aanees 188 333
265,807 115,327
Current:
(R SV (0] V=T 47,508 21,919
BanNK DOITOWINGS ...eiiiiiiiiiiie ettt s et e e e et e e e e et e e e e e s satb e e e e e s enbaaeeeesanbeaeeaan 51,692 2,632
(B LEY 01T gL (U (T 35,238 19,973
FIinance 1ease lADIlItIES ...........oiiiiiiiiiie e e e e e s s enaa e e e aanees 198 505
134,636 45,029
LI ] 7= N o Jo T4 0111/ T Vo LS PR 400,443 160,356

The borrowings include secured liabilities (leases and bank borrowings) in a total amount of EUR 248,837 (2007: EUR
50,768). The bank borrowings are secured over certain of accounts receivable and 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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The carrying amounts of the group’s borrowings are denominated in the following currencies:

Finance lease

Other

33

Total Total

Liabilities in currency: liabilities borrowings 31/12 2008 31/12 2007
Liabilities in CHF ......cccviiiiiie e 0 2,332 2,332 2,311
Liabilities in DKK ......ooouiiiiieieiiieiee e 86 20,894 20,980 48,918
LiabilitieS iN EUR .......c.oooiiiiiiiieiee e 0 218,696 218,696 20,592
LiabilitieS iN GBP .....c.coiiieiiiiiiereee e 48 2,255 2,303 1,607
Liabilities in ISK, index liNked ............ccccoovveiiiniiiiieniicee, 0 102,901 102,901 73,469
Liabilities iN JPY ....ooiiiiiiieie e 0 1,299 1,299 161
Liabilities in NOK 0 499 499 380
Liabilities in SKK 0 12,483 12,483 8,706
Liabilities in USD 111 38,075 38,186 3,853
Liabilities in other CUITENCY ........occveeiiieiiiiee e 141 623 764 359
386 400,057 400,443 160,356
CUrrent MALUIALES ... (198) (134,438) (134,636) (45,029)
188 265,619 265,807 115,327
Annual maturates of non-current liabilities:
Period 2010/2009 98 41,037 41,135 4,174
Period 2011/2010 52 8,393 8,445 3,284
Period 2012/2011 38 58,433 58,471 3,161
Period 2013/2012 0 12,084 12,084 76,453
LBEET .ttt e 0 145,672 145,672 28,255
188 265,619 265,807 115,327

Bank borrowings

Bank borrowings mature until 2027 and bear average coupons of 8.67% annually (2007: 6.24% annually).

The exposure of the group’s borrowings to interest rate changes and the contractual repricing dates at the balance sheet

dates are as follows:

(SR aT0) 01 g 3] G (1T 53,536
(S 022 11T 11 =PSRRI 81,100
BT T T TSP PP PP POPPPPPPPIN 120,135
(@ =T I PP TTSPRPIN 145,672

400,443

The carrying amounts and fair value of the non-current borrowings are as follows:

Carrying amount Fair value
2008 2007 2008 2007
Bank borrowings 208,453 29,337 206,246 29,026
Debentures ................... 57,166 85,657 60,699 84,750
FINANCE [EASE ..ovvveveieieieeeee e 188 333 192 329
265,807 115,327 267,137 114,105

The carrying amounts and fair value of the non-current borrowings are EUR 265,807 and EUR 115,327 respectively. The
fair value of current borrowings equals their carrying amount, as the impact of discounting is not significant. The fair
values are based on cash flows discounted using a rate based on the borrowing rate of 10% (2007: 10%).

The carrying amounts of short-term borrowings approximate their fair value.
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The group has the following undrawn borrowing facilities:
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2008 2007
Floating rate:
—  EXPINNg WIithin ONE YEAI ......viiiii et e e e et e e e e eearae s 13,487 20,258
— Expiring beyond one year 0 1,957
13,487 22,215
The facilities expiring within one year are annual facilities subject to review at various dates during 2009.
19. Trade and other payables
31/12 2008 31/12 2007
TrAAE PAYADIES ...t e e e e e e e e e et e e e e naaaaaeeanre 41,444 24,389
Accruals ........cooovveiiiiiinnnnn. 7,791 21,607
Deferred income 42,416 17,693
Other PAYADIES ... et e e et e e e e et e e e e anb e e e e eneaeeeas 64,552 11,798
156,203 75,487
20. 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:
L JANUATY 2007 .eeeteeieeeeeeeee ittt e e e e e e e e e e e e e et e et bt bbbt ettt e ettt e eeeaeaeeaaeaeaaaaa e R aEaEhEhbete s e e e e et e eeeaeeeeaeaaaannnnnrnbnrnrnnnnees 2,315
Exchange differences and changes within the group ... 28
Income statement Charge (NOTE 8) ..ottt e e e e ettt e e e e e ettt e e e e e snbae e e e s antbeeeaeeaannnees 1,474
[Tl ol U] | - GRS RPRSOP (1,228)
Tax charged to equity .................. 249
[0 To o) =T T 2 0O A SRR UPPSRPN 2,838
L JANUAIY 2008 ....uitiiiieiiiiiiiiiietee e e e et e e e s s bbb e eeeetetaaaaaaaaaaeaaaaaaaaaaEa bbbttt et ettt e et teeaeeaenanan i nabntnrbbrnarnrnee 2,838
Business combination (NOE 29) ........iii ittt e e ettt e e e e et e e e e e s atbe e e e e s aanbeeeeeeanraneeaeeaanns 9,076
Exchange differences and changes within the group (142)
Income statement charge (Note 8) ........occooeieiiiiiiieneenins (2,882)
[T N ol U] | - PP RPRSOP (1,328)
LI N o Tdo <o I (o I =T [ U] oS PRT (2,820)
End of year 2008 4,742
2008 2007
The deferred tax charged/(credited) to equity during the period is as follows:
Fair value reserves in shareholders’ equity
el (10 (oo Lo I (= ET=T VPP PRR (2,780) 193

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes assets and liabilities relate to income taxes levied by the
same taxation authority on either the taxable entity or different taxable entities where there is an intention to settle the

balances on a net basis. The offset amounts are as follows:

2008 2007

(D2 (=T =T = D= ELS ] £ PSR (5,620) (3,542)
Deferred tax labIlItIES .........c.ciiiiiiii e 10,362 6,380
4,742 2,838
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2008 2007

Deferred income tax liability (assets) analyses on the following items:
Non-current assets 20,494 6,864
HEOQE FESEIVE ...ttt ettt e e e et e e e e et e e e e e e aasaateaeeessntbeeaeesssbaaeesanees (2,524) 231
Taxable loss carried forward (12,132) (4,975)
(O 1 1= 11T o PO RSSTPRR (1,096) 718
4,742 2,838

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 6,544 expire in the
years 2010-2028.

21. Provisions for Warranty

Warranty:

AL L JANUATY 2007 ...eeeeeeieieeeie ettt et e teeeeeeeeaaaaaaaaeaaaa e aaaba b n bbb e e et et ettt eeeeeeeaeaeaa e nnnntnrnrrrrnnee 1,502
Changes entered iNt0 INCOME STALEMENT .......ccuiiiiie e e e e e e e e st e e e e e stbe e e e e antraeeas 391
PN N R B ToT=] 1 0] 1T G2 [0 T 1,893
AL L JANUATNY 2008 ....eeeieiiiiiiiiieeeee ettt e e et etteaaaaaaaaaaaaaasaaaasaaseae bt bbb tete s et e e et e e e e eaeeenenana i tbrbrrrrrae 1,893
BUSINESS COMDINALION ... .cceviiiiiieii et e et e e e e ettt e e e e et e e e e e e s e e aaa e e e s s saa e s s s sa e e e ssbanesessssaassessaanssesnnanss 12,121
Changes entered iNt0 INCOME STALEMENT .......ccuiiiiii e e e e e e e e st e e e e e stbe e e e e sntaeeeas 451
PN N R B ITot=] 0] o1 G2 [0 ST 14,465

31/12 2008 31/12 2007
Analysis of total provisions:

(1T (=1 0| PSPPIt 5,902 1,882
[N o U = | 8,563 11
14,465 1,893

22. Contingencies

Contingent liabilities:

At year end 2008 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 4,651 (2007: EUR 22,267) to third parties.

23. 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 14,376. The amount will be charged at the relevant rental time of each agreement. The rental
agreements will materialise in the years 2009 - 2016.

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 484 million. The Group insurance value of
buildings amounts to EUR 148 million, production machinery and equipment including software and office equipment
amounts to EUR 146 million and inventories to EUR 135 million.
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24.  Share capital

Number of Ordinary Treasury
shares shares shares Total
(thousands)

At 1 JaNUATY 2007 ..oeeeeeiiiee et e e anee 365,832 367,081 (1,249) 365,832
ISSUE Of SNAIES ....ooiiiiiiiii 36,705 36,705 0 36,705
Treasury shares purchased ...........cccccceeviiiiieee i (2,702) 0 (2,702) (2,702)
Treasury shares SOId .........ceveeiiiiiiiie e 515 0 515 515
At 31 December 2007 ... 400,350 403,786 (3,436) 400,350
Issue of shares .............. 176,514 176,514 0 176,514
Treasury shares SOl .........ooiiiiiiiiiie e 2,000 0 2,000 2,000
At 31 December 2008 ...........oeieeiiiiiiieee e 578,864 580,300 (1,436) 578,864

The total authorised number of ordinary shares is 580,3 million shares (2007: 403,8 million shares) with a par value of ISK
1 per share (2007: ISK 1 per share). All issued shares are fully paid.

Share options are granted to directors and to selected employees. 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). The exercise price of the granted options
in January 2007 is equal to the market price of the shares on date of the grant (29 January 2007). The exercise price of
the granted options in December 2007 is below the market price of the shares on date of the grant (3 December 2007).
The exercise price of options granted in June 2008 is higher than the market price of the shares at date of the grant (3rd
June 2008). Options are conditional on the employee completing particular period's/year’s service (the vesting period).
The group has no legal or constructive obligation to repurchase or settle the options in cash.

Movements in the number of share options outstanding and their related weighted average exercise prices are as follows:

Average

exercise
price in ISK Options
per share (thousands)
AL L JANUATY 2007 oeeiiiiiieiieiiieeee et e e et eteaaaaaaaaaaeaaaaaaasa bbbt b b e b e rrrrereaaeaaeas 17,614
(T =Y 1 (=T 22 00 74 1,500
(T =101 (=T 12010 OO T O RSUTTPTN 92 1,315
(o] g {=T1 (=10 12 0[O A SRR 71 (492)
| (o Y=o I [0 PSPPSR 71 (3,379)
At 31 December 2007 16,558
Granted 2008 .........cccvvvveveees 89 11,625
Forfeited 2008 ..................... 71 (803)
At 31 December 2008 80 27,380

Outstanding option granted 2006 and 2007 (exercise price 71 and 74) have expiry date 2010 plus one year in grace.
Outstanding option granted 2007 (exercise price 92) have expiry date 2011 plus one year in grace. Outstanding option
granted 2008 (excercise price 89) have expiry date 2012 plus one year in grace.

25. Retained earnings

AL L JANUATY 2007 .. eeeeeeieiiiiie ettt ettt et ettt et e eaaaeeaaaaaeaa e e e naaaa b h bbb e e et et et et eeeeeeeaeaeaa e nnnntnrnrrrrnnee 25,052
Profit for the year 6,065
Dividends paid relating t0 2006 ............coooiiiiiiiiaaaaiii et e e e e e e e e e s e ee e e e s et b eeeaaeaaaaereae e e areeaeaaaannreeaaaaaan (824)
At 31 December 2007 30,293
AL L JANUANY 2008 ...eieiiiiiiiiiiiiee ettt et ittt ataaaaaaaaaaaaaaaaaaa e aeaE bbbt ettt et et ettt e e aeeaenenena i antbenprrrrne 30,293
(0TI o) 1 g (= V=T | PSPPSR (8,405)
At 31 December 2008 21,888
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26. Fair value reserves and other reserves
Hedging Cumulative

reserve translation Total
adjustment

Balance at 1 January 2007 ........cccoiiiiiiiieeiiiiiiee e eeiree e e s e e et a e e enaaaaea s 399 (487) (88)
Cash flow hedges:
— Fair value gain/(I0SS) iN PErIOd .......c.uvviiiiiiiiiee e 838 0 838
— TaX ON fAIF VAIUE ....ooiiiiiei e a e (293) 0 (193)
Currency translation differenCes ... 0 (1,059) (1,059)
Balance at 31 December 2007 ........ouuuueeiiieeeieeeeeeceee e 1,044 (1,546) (502)
Cash flow/net investment hedges:
— Fair value gain/(I0Ss) iN PEriOd .........ueiiiiiiiiiee e (6,513) 0 (6,513)
— Reclassification of fair value [0SS ............coieiiiiiiiiii e (4,786)
L= 0| a1 £V V7= [V T 2,778 0 2,778
Currency translation differenCes .........occviieiiiiiiiie e (426) (426)
Balance at 31 December 2008 ..........cooiuiiiiie i (7,477) (1,972) (4,663)
27. Investments in associates 31/122008  31/12 2007
[21To T a T g o o) Y=t | SRR 3,281 (576)
Business combination ...... 225 0
Additions .......ccccevevevenen.n. 80 0
Translation difference ... 0 1
= Ul o) - Tt o ol = (= SRR (3,754) (746)
SNATE OF FESUILS ..ottt e et e e et e e e e snbeeas 473 4,602
End of year 305 3,281
28. Available-for-sale investments
AL L JANUATY 2007 oeeeieieiiiiiiieiee e e ettt et e tettaaaaaaeaaaaaaaassasasssaestseseebeseeeeeeeeeeeeeeenenanannnnnenebebrnaae 744
Impairment unwinding (113)
At 31 December 2007 631
Sale of available-for-sale INVESIMENLES ...t e e e e e e e e e e neeeeeas (603)
At 3L DECEMDET 2008 ......uuiiieiitieeittie ettt ettt e e aa bt e e be e e e e h bt e e aa b b e e e b et e e e R bt e e b b e e e b bt e e e et r e e aaae e e nane s 28

Available-for-sale investments, denominated in EUR, are unlisted equity securities traded on inactive markets and
classified as non-current assets.

29. Business combination

On the 8th of May the group acquired 100% share of Stork Food Systems. Marel Food Systems paid an acquisition price
of EUR 428.7 million plus deal cost of EUR 12.6 million. Stork Food Systems is subsidiary of Marel Holding B.V. which
was established in relation to the acquisition.

The acquired business contributed revenue of EUR 228 million and net loss after tax of EUR 0.6 million to the group for
the period from acquisition to end of year 2008.

Details of net assets acquired and goodwill are as follows:
Purchase consideration:

O L 1 o - 1L RSP P 428,725
- Direct cost relating to the aCQUISITION ...........uviiiiiiiiiiiee e e e a e e st e e e et e e e e e s ssraaeeae s 12,637

441,362
Fair value of Net aSSES ACOUITEM .......eiiiiiiiiiiie et e e e et e e e s et e e e e e s st e e e e e s saaaeeeeeasntbaeeaeeaanes (157,342)
(€0 o Yo 110/ | T 284,020
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The goodwill is attributable to the high profitability of the acquired business and synergies expected to arise after the
Group's acquisition.

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

Cash and cash equivalents 15,392
Intangibles ......cccveveeii 65,927
Property, plant and equipment 75,066
INVENLONIES ..oooiviiiviiee e 71,481
Receivables and prepayments 68,188
[ 0715 o 0 PRSPPI (12,121)
Trade creditors and ADIIILIES ............oii it e et e e e e ettt e e e sanbe e e e e e e ennneeeaeeeannene (117,515)
(0101 =T o 0 - D [T Lo 1= SRR PRP P (9,076)
Fair value of Net aSSES ACOUITEM .......oiii ittt e e e e e et e e e e e e at e e e e e e aaneeeeeeaannbneeaaeaanns 157,342
[ToTo o 1| TP PP PUPPOPPR 284,020

441,362
Purchase consideration Settled IN CASN ... 441,362
Cash and cash equivalents in SUbSIdiary aCQUITEM ............c.ueeiiiiiiiiiiei e (15,392)
(OF=1S] o101 nj{o 1NV o g IF-Tete [ U157 11T ] o SO PRPR 425,970

30. Related party transactions

At the end of year 2008, there are no loans to directors (31 December 2007: EUR nil). In addition there were no
transactions carried out (purchases of goods and services) between the group and the directors in the years 2008 and
2007.

No loans were granted to related parties in 2008. During the years 2007, a loan amounting to EUR 49.6 million was
granted to LME Eignarhaldsfélag ehf. Marel Food Systems hf is owner of 20% of the shares in the company but sold
them in 2008 and the loan was repaid.

Bought
Benefits shares acc.
Payroll and  from stock Stock to stock Shares at year
benefits option options * options 2 end !
Board fee for the year 2008 and
shares at year-end
Arni Oddur bérdarson, Chairman ........................ 2 72 0 0 0 229,057
Arnar Pér Masson, Board member ....................... 24 0 0 0 0
Fridrik J6hannsson, Board member ..................... 24 0 0 0 4,800
Helgi Magnusson, Board member ..........c...ccc...... 24 0 0 0 6,308
Margrét Jonsdottir, Board member ...................... 24 0 0 0 200
Lars Grundtvig, Board member .............ccocueeeeeen. 8 24 0 0 0 61,560
Management salaries and
benefits for the year 2008 and
shares at year end
HOrdur Arnarsson, CEO .......cocccceviieeiniieciiice 665 0 6,000 0 1,751
Theo Hoen, Vice CEO and MD of SFS 167 0 2,000 0 0
Erik Kaman, CFO ..........cccooviiiiiiiiiccces 186 0 1,500 0 675
Larus Asgeirsson, Director of sales .........cccceeee.... 279 0 1,000 0 1,021
Sigsteinn Grétarsson, Man Director Marel ehf ...... 224 0 1,000 0 0

1) Number of shares In thousands ot ISK
2) Shares owned by Eyrir Invest, where bérdarson is CEO including those of financially related parties

3) Shares owned by Grundtvig Invest AsP
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Notes to the Consolidated Financial Statements

31. Fees to Auditors

2008 2007

Audit of financial STALEMENTS ...........cciiiiiiiiii e 1,018 557
Review of interim financial statements 267 203
OhEI SEIVICES ...ttt ettt sttt e r e s e seneene e s re e 456 237

1,741 997
The amount includes payments of external auditors of all companies within the group.
32. Principal subsidiaries
=T B O T LTS T PP Chile
Y =T I T TU T o) .4 1=T 0 T PR TUUPPRRN Canada
[ E= T I oo Yo IS} A (=T 4L SRR Slovakia
Marel FOOO SYSIEMS A/S ..ttt e e et e e e e ettt e e e st a e e e e e et baaeeeeeassbaeeeesbeseaaesansseeaeeaans Denmark
Marel Food Systems GMBDH & C0O KG ..ottt e et e e e e et e e e e e s enteee e e e anneeeeas Germany

Marel Food Systems Inc .................. USA
Marel Food Systems LLC ................ Russia
Marel Food Systems Ltd ................. Thailand
Marel Food Systems Pty Ltd Australia
Y F= T I o] [o [T o T = 20 PP EPRT Netherland
Marel Management GIMDH ... ettt e e e ettt e e e s e ttb et e e e e e aaabeeeaeeaantbeeeeaannaneeaeeaannes Germany
Y =T IS o= UL g T T PP PRPR SO Spain
Y= =] B N (o PP UK

F Y VA B L= (o] (o [ € (o TU | o T PRSPPI UK
(=T p11 C=To] o T €7 11 ] o IO URPT Denmark
Scanvaegt INtErNAtIONAI GrOUD ......viiiiiiiiiiie ettt et e e s st e e e e s st e e e e e s bt e e e e e s sata et aeesastbaeeeesnsbreeaeesansaeees Denmark

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