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Marel is the leading global provider of
advanced equipment, systems and services to
the poultry, fish, meat and further processing
industries.

Our state-of-the-art equipment and systems
help food processors of all sizes, in all
markets, to operate at peak productivity.

GLOBAL PRESENCE

With more than 3,900 employees worldwide, offices and
subsidiaries in some 30 countries, and a network of more than
100 agents and distributors, Marel is in a unique position to
serve our customers wherever they may be located.

A SINGLE SOURCE

Our brands — Marel, Stork Poultry Processing and
Townsend Further Processing — are among the most
respected in the industry. United in one company, we
offer our customers the convenience of a single source
for products to meet their every need.

INNOVATION: IT’S IN OUR DNA

Our annual investment of 5-7% of revenues in
research and development has led to breakthrough
innovations that have transformed the way food is
processed around the world.

Our primary goal is to put our devotion to market-
driven innovation at the service of our customers —
from small family-owned businesses to leading global
producers - to help them to be profitable.

ONE COMPANY.... SERVING FOUR INDUSTRIES

Our four Industry Centres gather together all the knowledge, expertise and decades of
experience accumulated across our company in each of the four core industries we serve.

Poultry processing: Fish processing: Meat processing: Further processing:

Our Stork Poultry Marel provides advanced Our Meat Industry Centre ~ Marel offers an extensive range

Processing product range  equipment and systems specialises in the key of products for portioning,

offers integrated systems for salmon and whitefish processes of deboning coating, heat treatment and

for processing broilers, processing, both farmed and trimming, case ready,  sausage-making under the

turkeys and ducks. and wild, onboard and food service and bacon brand name of Townsend
ashore. processing. Further Processing.
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MAREL IN FIGURES

Glossary of terms

Net interest bearing debt

Interest bearing borrowings (current & non-
current) - Cash & cash equivalents - Restricted
cash

Net cash
Cash and cash equivalents + Restricted cash -
Bankoverdrafts

Full time equivalents

Number of personnel, where part time
employees are counted for the percentage of
a full time job

EBITDA
Earnings before interest, tax, depreciation and
amortisation

Current ratio
Current assets / Current liabilities

Quick ratio
(Current assets - Inventories) / Current
liabilities

Equity ratio
Total equity / (Total equity + Total liabilities)

Return on owners’ equity

Result for the period / Average of total equity
(beginning balance + ending balance for the
period / 2)

Return on total assets

Result for the period / Average of total assets
(beginning balance + ending balance fo the
period / 2)

Leverage
Net interest bearing debt / Normalised last
twelve months EBITDA

Amounts in EUR thousands

Results

Revenue

Gross profit

Result before depreciation (EBITDA)
Result from operations (EBIT)

Net result for the period

Cash flow statement

Cash generated from operating activities, before interest & tax

Net cash from (to) operating activities
Investing activities
Financing activities

Financial position
Total assets
Working capital
Equity

Net debt

Various figures in proportion to sales
Gross profit

Selling and marketing expenses
Research and development expenses
Administrative expenses

Wages and benefits

Result before depreciation (EBITDA)
Depreciation/amortisation

Result from operations (EBIT)

Net result for the period

Other key ratios

Current ratio

Quick ratio

Equity ratio

Return on owners’ equity
Return on total assets

Key figures from Marel’s core operations, normalised
Revenue

Result from operations (EBIT)

EBIT as a % of sales

Result before depreciation and amortisation (EBITDA)
EBITDA as a % of sales

Leverage

2011

668,357
247,289
87,006
62,166
34,463

63,716
43,183
(28,690)
(47,120)

877,818

52,487
373,471
250,489

37.0%
11.9%
6.0%
8.0%
31.4%
13.0%
3.7%
9.3%
5.2%

1.2
0.8
42.5%
9.6%
3.9%

2011
668,357
73,152
10.9%
97,992
14.7%
2.56

2010

600,421
227,074
82,177
57,334
13,626

114,881

78,988
(16,757)
(67,453)

877,623

78,114
343,269
256,741

37.8%
11.8%
6.1%
9.1%
31.7%
13.7%
4.1%
9.5%
2.3%

14
1.0
39.1%
4.1%
1.5%

2010
582,130
64,144
11.0%
88,060
15.1%
2.92

2009

531,680
191,674
58,752
8,047
(11,811)

75,395
25,526
10,758
10,168

882,882
109,111
323,797
295,012

36.1%
13.8%
5.9%
13.1%
36.1%
11.1%
9.5%
1.5%
(2.2%)

1.6
1.2
36.7%
(3.9%)
(1.3%)

2009
434,796
24,760
5.7%
47,432
10,9%
N/A

2008

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

45,852
9,602
(404,986)
386,481

920,259
(25,940)
288,279
379,405

33.1%
13.3%
5.1%
11.1%
33.7%
7.8%
4.0%
3.8%
(1.6%)

0.9
0.6
31.3%
(3.6%)
(1.2%)

2007

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

6,066

7,925
2,778
(70,249)
34,118

427,304
109,887
181,835
129,919

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

1.9
1.4
42.5%
3.7%
1.5%
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Note: The figures to the left are from the
consolidated accounts of Marel. For key
figures from Marel’s normalised core
operations, see relevant section on page
2. For further information, see chapter on
Financial performance on pages 14-17.
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CHAIRMAN’S ADDRESS

Marel’s best days are ahead!

In 2011, we had strong and profitable organic growth. The revenues
expanded by 15% compared to the previous year and profitability was well
within stated targets. The quality of earnings is high in our company with
a good distribution of earnings among the poultry, fish, meat and further
processing segments. Moreover, one-third of revenues are service-related
and two-thirds from new equipment sales. We are a truly global company
with a good balance in new orders between emerging markets and more
established markets in North America and Western Europe.

Our industry is directly benefitting from the trends that are driving global
economic development. Urbanisation continues at a pace in emerging
markets, resulting in a rise in average family incomes, which is in turn
driving increased protein consumption. In the developed world, there is
a continuous need for modernisation. Marel is the partner of choice in
the production of high-quality food that is affordable, convenient and
nutritious. With a proven business model based on market penetration,
innovation and operational excellence, Marel is well aligned with these
prevailing trends.

Aligning strategy and execution

In the 2006 Chairman’s address, | announced that Marel was taking the
lead in the consolidation that was looming for the food systems industry.

| stated our view that companies needed a certain size and critical mass

in order to be able to take advantage of opportunities developing in
newer markets, such as in Eastern Europe, Asia and South America. Marel’s
excellent performance in 2011 is a direct result of the successful execution
of this strategy.

Today, Marel is the undisputed global leader in its field. | would like to
express my sincere appreciation to the Marel team for their admirable
performance in recent years.

Consolidation is picking up steam in the industry

As we predicted, consolidation is picking up steam in the industry. Marel
has already taken pole position with its carefully planned acquisitions
since 2006 and having benefited from having had first pick of future
partners. Following a brief period of refocusing of the business once

the period of high external growth was completed, we have entered

the second phase of our growth strategy — a sustained period of high
organic growth. Our goal is to continue to grow faster than the market
and to achieve sales of EUR 1 billion EUR by 2015. The performance in
recent years shows that Marel is already on the fast track to achieving this
ambitious goal.




There are many reasons to invest in Marel

+ Aglobal leader in an attractive industry, growing at a steady and
sustainable rate

« A healthy balance between standard products, large projects and
service revenues

+ Atruly global company with a good geographical distribution of
revenues

« Execution that is fully aligned with a clear and focused growth strategy

+ Long standing management team with proven track record

- Strong product pipeline fuelled by innovation

- Successful acquisitions and integration, with a full focus on organic
growth moving forward

« Gross margin improvement and sustainable cost reduction resulting in
healthy EBITDA growth

+ Long-term financing at favourable terms

- Healthy cash flow generation and clear capital allocation strategy,
including distribution of profits

A focus on sustainability

Fish, meat and poultry consumption continues to steadily increase. At the
same time, the focus on higher quality, improved yield and reduced waste
continues to grow.

Increasingly, the company is harnessing its drive to innovate in the
development of products that promote sustainability. The Marel
RevoPortioner is an example of how the company is using the latest
technology to reduce energy use and waste. The RevoPortioner produces
perfectly portioned products, such as chicken nuggets and hamburgers, at
low pressure, while retaining the texture and structure of the raw material.
It is encouraging to see that our efforts are having an impact.

Strong financials and shareholder return

Marel’s financing costs decreased significantly between years due to

a reduction in debts and a favourable long-term financing agreement
executed in November 2010. We introduced our target financial ratios and
a dividend policy at the 2011 Annual General Meeting. In line with these
targets, the Board of Directors will propose to pay a dividend equal to 20%
of profits for the operational year 2011.

Ready for the future

In order to be able to capitalise on the opportunities that a fast-growing
market presents, Marel has undergone major changes in the past two
years. We now have a new market-driven organisational structure and

all key processes have been strengthened. We know that we also have to
remain focused. Our people have shown their abilities in the past and we
are all set on delivering what is required to ensure that Marel continues to
be the customers’choice.

Marel is shaping its own destiny by continuing to invest well above the
industry average in innovation and further market penetration, laying the
foundation for high organic sales growth, good quality of earnings and
profitability for many years to come. Marel’s best days are ahead!

Arni Oddur Thordarson

Chairman of the Board

Cmarel




Ready for the future

Marel has come a long way since 2006, when an ambitious two-phase
growth strategy was announced. Today, thanks to the success of that
strategy, Marel is the market leader in advanced equipment for the
processing of proteins. After completing the first phase, defined by a series
of strategic acquisitions, we are now in the second phase, where the focus
is on strong organic growth. Our target is to reach EUR 1 billion in turnover
by 2015.

We made significant strides toward this goal in 2011. We achieved pure
organic growth of close to 15%, primarily thanks to two factors: the further
expansion of our global market network, and our ability to consistently
bring innovative new products to the market. Once again, our strong
innovation drive was a key factor in our success.

Market situation

Market conditions were favourable for our customers in 2011. Global
protein consumption continues to increase by 3-5% annually, mainly
driven by urbanisation in the emerging economies. In developed
countries, the rising popularity of convenience food is a key factor.
Consumer habits are constantly changing and we spend less and less time
in the kitchen. Marel is responding by helping processors to meet growing
consumer demand for food that is easy to prepare.

Globally, poultry processors had a very good year, although it was a
difficult time for our customers in the U.S. They were not in a position to
pass rising feed prices on to consumers, which limited capital investment.
Meat processors had a decent year and their financial situation improved.
Fish processors did well and we have seen rapid developments especially
in China, with new farmed species such as tilapia and pangasius gaining
market share.

Looking ahead to 2012, we are optimistic and we expect market
conditions to remain favourable for our customers. In the U.S., we
anticipate a recovery in the poultry market.




Innovation

We are driven by our commitment to bring new technologies to the
market that provide added value for our customers. In 2011, our
innovation strategy produced a number of big success stories.

We saw excellent sales of unique products like the SensorX bone detection
system and RevoPortioner low-pressure forming and portioning machine.
Innovations for the meat industry, especially our StreamLine intelligent
deboning and trimming systems, made good headway in key markets. The
success of our INNOVA production management software systems shows
how crucial it is for processors to have oversight and control in order to be
able to optimise their production processes. And the reception that our
bacon slicers enjoyed in the U.S. market in 2011 was a major milestone.

Throughout this report, we take the opportunity to highlight a number
of innovations that we have recently introduced to the market. Our
customers can expect to see more exciting new products in 2012 that will
help them to improve profitability.

One Marel

In the first phase of our growth strategy, Marel grew aggressively through
acquisitions, tripling turnover in less than three years. One significant
outcome is that in a short period of time, we have integrated roughly 10
companies into one. Only five years ago, most of them were independent
but now they have come together to make Marel what it is today.

In 2010, we launched our “Marel on the move” campaign, which laid

out a roadmap for the ‘'new Marel’ In 2011, we set off on the new path
and made tremendous progress. We have now defined a clear branding
strategy vis-a-vis the market. We have established a new market-oriented

organisational structure and expanded the reach of our strong sales and
service network. And we have taken advantage of our economies of scale,

especially in procurement and manufacturing. All in all, we took a big step
forward in becoming ‘one Marel’and in establishing the foundation that
will enable us to realise our growth ambitions.

Future outlook

We expect market conditions to remain favourable, reflecting the
underlying growth of 5-6% projected for the protein segment of the food
processing industry in the years to come. Marel has established a strong
market position and is ideally placed to take advantage of the many
exciting opportunities that lie ahead.

The milestones we have achieved in the past few years in creating the new
Marel would not have been possible if we did not have people who are
passionate about what they do. | feel privileged to work with them and |
am confident that together we will create a fantastic future for Marel and
for all our stakeholders.

Theo Hoen
Chief Executive Officer

See Theo's video introduction in the online report:
www.marel.com/ar2011




INNOVATION
D [ : ‘

The AeroScalder:

Conserving scarce resources

The innovative AeroScalder is an example of how Marel
promotes sustainability in its product design.

The AeroScalder uses conditioned air for scalding, thereby
reducing the reliance on water - an increasingly scarce
resource globally - by as much as 75%. In addition, it uses
50% less energy than traditional scalders.

To go with its environmentally friendly design, the
AeroScalder helps customers reduce costs and improve
the quality of their products.
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m Marel’s vision is to be the customers’ choice in supplying

integrated systems, products and services to the poultry,
fish and meat industries.

Helle Klitlund,
Quality Control Manager
at Chrisfish, Denmark



The rising tide of consolidation and integration is transforming the global economy.
S T R AT E G Y The food industry is no exception. The processors who are Marel’s customers have
grown in size and reach. They need to be able to count on equipment providers who
can supply them with superior technology and who have the critical mass needed to
follow them into new markets.

Marel has risen to the challenge and positioned itself to become the customers’
choice in an increasingly global industry.

We expanded and transformed our
product offering through strategic
acquisitions.

In 2006, we introduced a two-phased growth
strategy designed to establish Marel as the
market leader.

- In phase 1, turnover was to be more than tripled over a period Today, we are the only company to offer complete

of 3-5 years through strategic acquisitions. By 2010, Marel’s integrated systems in all four industries that
revenues had grown from EUR 130 to EUR 582 million and we serve, i.e. poultry, fish, meat and further
market share from 4% to 15%. processing.

- The company is now in phase 2, where the goal is to reach a
turnover of EUR 1 billion by 2015 through strong organic growth
and smaller bolt-on acquisitions.

Processing Primary Secondary Further Estimated
segment processing processing processing market size

_-
668 - = Global
/” @Poumy _. S
g _ Global
Fish leader
129
Major global
provider
2005 2006 2007 2008 2009 2010 2011 2015*

Estimate.d Global €4 billion
market size leader

External growth Integration Q) Organic growth

*Target

Cmarel




STRATEGY

Manufacturing
centers

Industry centers

We integrated all our business units into one
united Marel and transformed the company
into a market-oriented organisation serving
four industries.

Sales process

Product centers

Portioning
End of line

MARKETS

Meat harvesting

POULTRY

Sales & Service units
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We adopted a business model that delivers
long-term and sustainable value for all our
stakeholders.

Market penetration: We are capitalising on our extensive
global sales and service network and knowledge of
customers’ production processes to continuously expand
market share.

Innovation: Our devotion to market-driven innovation
creates value for all our stakeholders — customers,
shareholders, employees and society at large.

Operational excellence: We strive for continuous learning,
improvement and development across the whole range of
our activities.

We decided to focus on the profitability
and growth of our core business.

By February 2010, Marel had divested of all major non-
core activities.

Date Divestment

Q32008 Scanvaegt Norfo sawing system division
Q22009 Scanvaegt Nordic

Q12010 Operations of Carnitech in Stovring
Q12010 Stork Food and Dairy Systems




Research and development expenses

8%
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We continued to invest handsomely in
R&D following the global financial crisis.

Today, we are reaping the benefits with a steady stream
of innovative products.

We secured new long-term financing

in November 2010 at favourable terms,
leading to a reduction in financing costs
in 2011 and in the years to come.

Equally important, it provides the stability needed for
further growth and makes the full integration of the
company’s operations possible.

Net debt at end of year
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300
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2008 2009 2010 2011
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Today, Marel is the global leader in
its field and has begun to harvest the
returns of the growth strategy.

We achieved a record order intake in 2011,

with EUR 702.4 mIn in orders received compared
to EUR 638.5 min the year before.

The order book now stands at EUR 196.2 min,
a year-end record.

Order book at end of year

2011
€196m




FINANCIAL PERFORMANCE

Marel had a very good year in 2011. Revenues amounted
to EUR 668.4 min compared to EUR 582.1 miIn in 2010,
an increase of 14.8%. The EBIT margin was 10.9%, which
is in line with the company’s target of 10-12% return on

revenues for the year.'

Order book at record level

Following a very good performance in 2010 and a record fourth quarter,
2011 got off to a good start with substantial growth in revenues compared
to the same period the year before. Revenue reached a record level in Q4
2011, totalling 183.9 mIn. The order book grew from EUR 162.2 min at the
end of 2010 to a year-end record of 196.2 mIn at the end of 2011.

-

Development of order book in 2011

In EUR min Total Q1 Q2 Q3 Q4 Total
2010 2011 2011 2011 2011 2011

Orders received* 638.5 160.7 168.8 197.0 175.9 7024
Order book 162.2 169.3 176.3 204.2 196.2 196.2

* Includes service revenues

“The results this year reflect our strong market position and pipeline of
innovative new products,’ says Erik Kaman, CFO of Marel. “The effort we've
invested in expanding our geographical reach has paid off with sizeable
orders and increased activity in new and expanding markets, including
Asia, Eastern Europe and South America. We're also benefiting from having
maintained our level of investment in product development during the
economic downturn. There has been no reduction in the steady stream of
new Marel products in the past 2-3 years."

The company’s revenue base is strong and divided into three roughly
equal components: 1) the sale of large systems, often for new factories, 2)
the sale of stand-alone equipment and smaller standardised systems, and
3) service and spare parts. After having recovered in 2010, greenfield and
other large projects continued to come in at a steady pace in 2011 and
the sale of standard solutions remained healthy, with the poultry industry
continuing to lead the way.

The figures for 2011 are normalised for one-off costs of 11.0 min for pension-related issues.
Furthermore, the 2010 figures are normalised for the pension recovery premium costs of EUR 7.6 min,
which Marel was obliged to pay to the Stork Pension Fund because of under coverage of the Fund.




Normalised core operations in 2011 and 2010

In EURmIn 2011 2010 Changein %
Revenues 668.4 582.1 15%
Cost of sales (421.1) (360.7) 17%
Gross profit 2473 2214 12%
Gross profit margin 37% 38% (3%)
Other operating income (0.3) (0.7) (133%)
Selling and marketing expenses (79.8) (68.2) 17%
Research and development expenses (40.3) (35.9) 12%
Administrative expenses (53.7) (52.4) 2%
Result from operations (EBIT) 73.2 64.1 14%
EBITDA 98.0 88.0 11%

Response to growth

With the growth in business and the order book, the company is able to
make better use of its facilities and take advantage of operating leverage
with regard to sales, general and administrative costs.

“We're working hard to build a stable foundation to support the growth

in our business by improving processes and promoting operational
excellence in all areas,” says Erik.”We continue to keep working capital
under control through active credit management related to order intake
and by running programmes to improve Days Sales Outstanding and
Inventory Turn parameters.” In the area of corporate procurement, projects
are in process aimed at taking better advantage of economies of scale and
the company’s global presence.

“The results this year reflect
our strong market position
and pipeline of innovative new
products.” Erik Kaman, CFO.




FINANCIAL PERFORMANCE
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EBIT and gross profit margins

In 2011, the normalised operating profit (EBIT) was EUR 73.2 mIn, or 10.9%
of revenues, compared to EUR 64.1 mln in 2010. “This is a good result and
within our target range of 10-12% of revenues,” says Erik.

“The gross profit margin can be further improved, however. Even though
it has grown in both absolute and relative terms compared to the
previous year, we fell short of our target of 40%. We've been expanding
geographically and increasing our manufacturing capacity in response to
the increased market activity, and this has put temporary pressure on our
margins.”

Financing

With new long-term financing having been secured in November 2010,
Marel has been working throughout the year to rationalise its financing
resources worldwide to optimally benefit from the new structure. For
this reason, cash which was previously restricted has been used to lower
finance costs as much as possible. Having reduced leverage, Marel

has been able to reduce the average interest terms on the financing
package to EURIBOR/LIBOR + 250 bps. Total interest cost on borrowings
is approximately EUR 11 million lower in 2011 than it was 2010, reflecting
the lower financing cost associated with the new financing structure. In
February 2012 the only outstanding ISK denominated financing (EUR 7.6
million bond issue MARL 06 1) matures, further reducing interest cost and
currency risk.

“The efficiency and effectiveness of our financing is greatly improved
by centrally financing all entities from the holding, by automated daily
worldwide liquidity information and by establishing a worldwide cash
pool,” says Erik.



Key events during the year

On 1 January 2012, management of the pensions previously under

the purview of the Stork Pension Fund was officially taken over by the
industry-wide pension fund Metal-Electro (PME) in the Netherlands.
The transfer of the pension arrangements was the result of a principle
agreement announced on 19 April 2011. In addition to the Stork
Pension Fund, the parties to the agreement included Stork BV and a
number of companies that were formerly part of the Stork group. Marel
was party to the agreement through Stork Food Systems.

The total cost to Marel of pension related issues is EUR 11.0 min,
accounted as a one-off cost in 2011. EUR 1.6 mIn of that amount was
paid in 2011, with the majority of the remainder to be paid in monthly
instalments in 2012.

Development of net interest bearing debt

EUR min

At end of quarter
in EUR mIn

Non-current borrowings
Current borrowings

Total borrowings

Cash and equivalents

Net interest bearing debt

Q4
2010

310.7
9.9
320.6
63.9
256.7

Q1
2011

274.3
16.7
291.0
43.4
247.6

Q2
2011

262.8
16.7
279.5
30.7
248.8

Q3
2011

249.6
27.0
276.6
33.2
243.3

Q4
2011

254.3
27.1
2814
30.9
250.5

Change
in2011

(56.4)
17.2
(39.2)
(33.0)
(6.2)

Cmarel




INNOVATION

The MS 2730:

Next-generation salmon filleting

The MS 2730 takes salmon filleting to a new level in terms of
automation, yield and throughput.

The machine has a capacity of 25 fish per minute and ensures
optimal yield in two ways:

- Settings are automatically adjusted to accommodate a variety of

e
fish sizes, between 2-8 kg. : s
« A set of new circular knives cuts the fish from gut to tail, ensuring <

that the meat close to the centre bone is included in the fillets.

With the addition of the MS 2730 to its arsenal, Marel can now
offer customers a complete salmon processing line that is fully
optimised - from filleting all the way through to production of
value-added products.

See a video of the MS 2730 in the online report:
www.marel.com/ar2011
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Following a very good year in 2010 and a record fourth quarter, 2011

Ex PA N D I N G I N T 0 N Ew M A R K E T S got off to a good start with substantial growth in sales compared

to the same period the year before. After having recovered in 2010,

greenfield and other large projects continued to come in at a steady
pace and the sale of standard solutions remained healthy, with the
poultry industry continuing to lead the way.

The order book, which had already reached record levels by the end
of 2010, continued to grow reflecting strong underlying demand in
the food industry. The order book for 2011 established a new year-
end record for the company.

Marel continued to benefit from its strong market position

and product pipeline. With the company investing in further
geographical expansion, there was good growth in newer
geographical markets, compensating for reduced growth in the U.S.
Sizeable orders and increased activity were seen in Asia, particularly
/ China and South Korea; Eastern Europe, especially Ukraine and
Russia; and in South America, most notably in Brazil.

“There was good growth in
newer geographical markets,
such as Asia, Eastern Europe,
and South America.”




Changing consumer habits: Time spent cooking at home

Growth drivers
2.5 hours 1 hour 30 min. 15 min. 8 min.
The protein market has been growing steadily at an average annual rate of . ’
5-6% for the past two decades and is expected to continue to do so in the
coming decades. This growth is driven by two key trends: Min. 1934 1954 1974 1990 2010
180 ” )
- Changes in consumer habits are a key driver in Western countries 150 Traditional cooking
where the time spent in the kitchen cooking each day has dramatically 120
decreased over the past few decades, from hours to minutes in some %
countries. The popularity of convenience food has grown tremendously. Modern appliances
60 -
Prepared food Freshand Home k
« Urbanisation drives increased protein consumption in emerging 30 frozen food delivery 5
economies. Globally, some 1 billion people are expected to move from 0 &
the country to the city in the next decade, resulting in a rise in the 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

average family income. As soon as people have more money to spend,
their consumption of proteins increases at the expense of grain.

The company'’s view of the long-term prospects of the market remains
unchanged. There is strong underlying growth in the protein segment of Global consumption of fish and meat per capita since 1960

the food processing industry and consumers see proteins as a necessary

component of their regular diets. It is expected that established markets,
such as North America and Western Europe, will continue to grow by /

60

50

an average rate of 4% annually. Growth of 6-8% annually is predicted in
emerging economies, including Asia, the Middle East, Latin America, and
Central and Eastern Europe.

40

30

20

Kg (live weight and carcass weight)

10

Source: FAO

0
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“The growth in Asia reflected

POULTRY PROCESSING

GROWTH CONTINUES
UNABATED

“An all time high.” That is what 2011 was for Marel Stork
Poultry Processing, according to Ton de Weerd, Managing
Director of Marel’s Poultry Industry Centre. “Growth

has continued unabated within the poultry processing
industry and the order book was full throughout the year.

Overall, it was our most successful year ever.”

the increasing popularity
of poultry as a healthy and
cheap alternative to other
sources of protein.”

22



Sunrises in the east

The growth in Asia reflected the increasing popularity of poultry as a
healthy and cheap alternative to other sources of protein.“In addition
to China, the main activity was in South Korea where we were able to
secure a number of very good projects. Among them, a completely new
installation that included a 6,000 bird per hour (bph) duck line,” says Ton.

The projects in the region are prime examples of the integrated approach
that has been growing in popularity in the industry, where the solutions
cover multiple processing steps. Including, for example, further processing.

“The growing success of large international food service companies offers
many opportunities for poultry processors. And also for Marel, because
when it comes to issues like traceability and food safety, our integrated
approach provides the most complete solutions available on the market.”

Europe invests in high-speed automation

In Western Europe and Russia, processors have mainly been focusing

on improving efficiency and lowering costs further through increased
automation. Integrated solutions launched in 2011 under the Stork Poultry
Processing brand have responded to this need.

“Systems with a maximum processing speed of 13,500 bph — a new high

in the industry — have been successfully adopted at a number of locations,”
explains Ton.“In Germany, we've established a bench-mark for the most
complete system operating at this speed. It includes our new TrayTrack
system, a logistical concept for handling of product trays, which we expect
a lot from in the future!”

Cmarel




POULTRY PROCESSING

Confidence levels are
high going into 2012,
says Ton. “We are
assuming that
investment levels will
remain high.”

Processing speeds of up to
13,500 bph are now on offer.

A boost in South America

Contrary to most other regions, investment was below expectations in the
U.S. poultry market in 2011, partly due to high feed costs and low prices
on poultry products. “Nevertheless, we did score a success in the U.S. with
a complete greenfield plant for a very large turkey processor. The turkey
market in the U.S. offers good possibilities for us,” says Ton. The South
American market has received a boost in 2011.“Investments are clearly

on the rise in Argentina and the Brazilian market is investing in further
automation.”

Sustainable innovation

A number of innovative new products are in the pipeline for 2012, with
an ever-growing focus on sustainability. “Each step that contributes to

a responsible and sustainable future is a good one. That’s why we build
machines of the highest quality that last and are reliable. And that’s why
we are very focused on issues such as water and energy consumption.

“We're very proud of our new development, the AeroScalder, to be
introduced to the market in 2012,"adds Ton. “It sets a new standard; it uses
up to 75% less water and 50% less energy than traditional scalders.

“It's an example of the path that Marel is choosing ever more often,
supporting the customer with innovative solutions, while at the same time
keeping a close eye on the benéefits to the environment and society as a
whole”

Confidence levels are high going into 2012, says Ton. “We are assuming
that investment levels will remain high, although not all markets will
develop equally well. We are expecting to see more projects in the U.S. in
particular”

See video of an integrated poultry processing system
www.marel.com/ar2011
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Global broiler production 2002-2012f

% Velskaya, Russia

80

Working together towards a great future

2 When the Velskaya poultry factory, 750 km to the North-
‘; East of Moscow, chose Stork Poultry Processing as a partner
5 in 2010, it was the beginning of a period of growth for
5 the company. Both the quantity and quality of Velskaya's
?g production have increased enormously.
2003 2005 2007 2009 2011e 201; “To reach our growth and quality targets, we work closely
United States R EU-27 with Marel Stork Poultry Processing,” explains Velskaya
B China B Mexico Director Oxana Lukinyuk. The company is increasingly
Brazil El Others
positioning itself as a producer of top-class fresh products Gl
and a higher degree of automation and optimal product Director of Velskaya
flow is essential to guaranteeing product quality and
) improving efficiency.
Global turkey production 2002-2012f
6 “To me the most important word is trust.
5 We trust Marel Stork Poultry Processing
and are convinced of the quality of
g ! their equipment. Besides that, their
‘g 3 employees respond quickly and are very
5 knowledgeable. They always find the

right solution. We're working together
towards a great future.”

- N
Source: USDA

2003 2005 2007 2009 2011e 2012f

United States @@ Canada
B Eu-27 B Russia
Brazil Il Others
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FISH PROCESSING

FOCUS ON CHINA
BEARS FRUIT

“Performance in our key markets - Norway, North

America and the U.K. - was in line with expectations
in 2011 and, in some cases, exceeded them,” says

Jon Birgir Gunnarsson, General Manager of Marel’s
Fish Industry Centre.“In addition, new and emerging
markets have come in strong. We've focused in
particular on the Chinese market and been successful

. there. China has traditionally relied heavily on manual
The supply of fresh fish
is on the rise globally, labour but pressure to reduce labour costs is growing,
with a growing creating tremendous opportunities for us.”
emphasis on value-

added and further

processed products.




Value-added fresh fish in demand

Overall, the supply of fresh fish is on the rise globally, says Jon Birgir, with

a growing emphasis on value-added and further processed products.
“People would rather buy fillets today than whole fish. And they prefer it to
be skinned and boneless. And taking it one step further, they would rather
buy portions than whole fillets. So you can say that the fish industry is
developing along the same path as the meat and poultry industries have,
toward fresh tray ready,” says Jon Birgir.

At the same time, processors are increasingly focusing on improving yield,
especially in processing of wild whitefish. “There, the future opportunities
for processors lie in extracting more value from the fish that is caught, not
in a larger quantity of fish. Both these trends create opportunities for us.”

With tropical fish gaining market acceptance in the EU, farmed fresh water
whitefish is likely to gain a higher share in the fillet market. “It's no secret
that farmed fish is where the increase in supply is predominantly going to
come from in the future. It's a segment that we're interested in helping to
shape!

A breakthrough in salmon

The most significant market development in salmon is the gradual re-
emergence of the Chilean salmon industry following a disastrous collapse
due to viral outbreak. The increased supply is likely to mean a drop in
prices, which fluctuated widely in 2011.

For Marel, the introduction of the new MS 2730 next-generation salmon
filleting machine in 2011 was a major milestone. “As good as this machine
is on its own, even more important is what it brings to our integrated

processing line. We can now offer our customers a complete Marel line
where the performance of the line as a whole is optimised - from filleting
all the way through to production of value-added products - rather than
just the performance of individual components,” says Jon Birgir. After
generating a lot of pre-sale buzz, expectations are high that the MS 2730
will be well received by the market in 2012.
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FISH PROCESSING

“I'm proud of what
we’ve been able to
achieve in solving very
complex challenges for
our customers.”

Meanwhile, the standout projects in 2011 for Marel centred on large-scale
and complex logistics systems for handling of whole salmon.“I'm proud
of what we've been able to achieve in solving very complex challenges
for our customers,” says Jon Birgir. “These projects spanned the entire
production process, from reception of the raw material through to the
dispatch of the final product. The 30 years behind the development of our
Innova production management system is what’s made it possible.

ShowHow strikes a chord

“I'm equally proud of the fact that our in-house event, the annual Salmon
ShowHow, is now recognised as one of the major events in the salmon
industry, alongside the big international trade shows and conferences,’
says Jon Birgir in conclusion. “We look forward to welcoming our
customers once again next year for a review of the major industry trends,
along with demonstrations of the latest technology we have to offer”

See videos in the online report:
www.marel.com/ar2011

Million tonnes

+ MS 2730 salmon filleting machine
- Advanced whitefish flowline

Global production of farmed tilapia and pangasius

5

4

3

2008 2009 2010

I Pangasius
(incl. channel catfish)

2011e  2012f

Il Tilapia

Source: FAO and Groundfish Forum
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Bremnes Seashore, Norway

Innova software — from planning to dispatch

“The upgrade of our Bremlo plant and the introduction of the .

Marel whole salmon packing grader and Innova production

management software are key elements in our goal of continuing f
Global production of cod to produce high-quality fish, while increasing our mix of value-
added products such as fillets,” explains Bjern Willy Seeverud, COO
of Norwegian salmon processor Bremnes Seashore.

€
g 3
s E Founded in 1937 on the island Bemlo, just off Norway’s southwest
= bS]
é § coast, Bremnes has been producing farmed salmon since 1958. A
= § pioneer in Norwegian aquaculture, the company operates salmon c
% farms at 22 locations in the Stavanger-Hardanger region and Bjorn Willy Seeverud, COO of
8 processes some 200 tonnes of live salmon — 35,000 fish — each day, Norwegian salmon processor
2008 2009 2010 201le 2012f . B Seash
a total of about 40,000 tonnes in 2011. WIS SRl
B Pacific cod Hl Atlantic cod
“The grader gives us the option of processing several different types of products at the same time,
resulting in a continual flow of product on-line, while Innova provides us with logistics in terms of
production planning, packing, labelling and registration for a variety of purposes, among them
traceability.”
Global production of farmed salmon
20 See video from Bremnes in the online report:
9 www.marel.com/ar2011
§ 15
g
£ 10
s

Source: FAO and Groundfish Forum

2008 2009 2010 2011e 2012f

I Pacificsalmon M Atlantic salmon



AUTOMATION AND PROCESS
MONITORING ARE KEY

“Marel is making a strong name for itself in the meat

MEAT PROCESSING

industry globally,” says Sigsteinn P. Gretarsson, Chief
Operating Officer of Marel. “We see it in the increased
activity in all our key markets, including North and

South America, Europe and Australasia.”

“Despite high corn prices,
the U.S. market has over-
performed for us. We've

had a lot of success in the
bacon industry.”

30



Growing brand awareness

In the past two years, the company has focused on increasing awareness
of the Marel brand and product range for meat processing and it's paying
off, says Sigsteinn. “Despite high corn prices, the U.S. market has over-
performed for us, for example,” says Sigsteinn. “We've had a lot of success
in the bacon industry and the new 1BS4600 multi-blade slicer, launched
early in the year, has sold particularly well. It's brought the production of
pre-cooked bacon - a major ingredient for burgers, sandwiches, ready
meals and the food service industry - to a whole new level”

Recent developments in Eastern Europe have also been very encouraging,
with significant new opportunities emerging in Russia in the second half
of the year."And in Australasia, we received substantial orders from many
of our existing customers who have been upgrading to the latest Marel
technology, including large turnkey beef deboning and trimming systems.”
StreamLine, Marel’s successful intelligent deboning and trimming line, is
an integral part of these systems.

X-ray system making waves

There are new innovations pushing through the pipeline that are likely

to begin making waves next year, including a new Trim Management
System.“We're excited about this system,” says Sigsteinn.“It uses the X-ray
technology from the SensorX bone detection system, which has been so
successful in the poultry industry, to identify and accurately classify the
chemical lean content of meat trim. This is especially vital for producers
of sausages and burgers, for example, who have contractual and legal
obligations regarding lean content”

Among the highlights of the year was an innovation of a different type,
namely the first ever in-house exhibition that Marel’s Meat Industry Centre
has ever held. “At the Meat ShowHow, held at our facility in Denmark in
September, we had an opportunity to demonstrate our latest equipment
and systems to more than 200 visitors from as far away as New Zealand.

The IBS4600 bacon
slicer was a hit in
the U.S.
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MEAT PROCESSING

“Automation and
process monitoring
" o | arewithouta doubt
, . essential to improving
L : yield and profitability
: : in the meat industry.”

The show was very well received and the consensus seemed to be that we
should make this an annual event so I'm already looking forward to next
year.”

Process monitoring is key

High raw material costs and a shortage of labour continue to be the

main drivers in the sale of meat processing equipment. “These factors are
fuelling the demand for increased automation and process monitoring,
which are without a doubt essential to improving yield and profitability in
the meat industry,” says Sigsteinn.

“Processors are ready to invest in technologies that allow them to monitor
and control their production processes and our Innova production
management software does just that”

Food safety also remains a major priority for processors and retailers alike.
The new Trim Management System is a prime example of the emphasis
Marel places on meeting their needs in this regard.

Marel’s meat industry specialists stand ready to serve, says Sigsteinn in
conclusion.“We've put a lot of effort into strengthening the Industry
Centre this year to better equip it to handle future growth. We look
forward to forging new partnerships with processors in the coming year
and to putting our expertise, experience and extensive product portfolio
at their service”

See video of IBS4600 in the online report:
www.marel.com/ar2011
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Las Piedras, Uruguay:

Marel flowline forms backbone at Las Piedras

“After seeing what the Marel flowline did for processors in
Europe and Australia, we could easily see the opportunity
that we had for improving quality, logistics and traceability,”
says Martin Bazterrica, General Manager of Uruguayan
company Las Piedras. “We consulted Marel and, together
with their meat processing experts, we designed a full
production hall catering for the future.”

A pioneer in the Uruguayan beef processing industry, Las
Piedras accounts for 10% of the country’s total beef exports.
The company is committed to innovation in processing.
And now, five intelligent Marel flowlines form an impressive
backbone of the deboning room of its state-of-the-art
processing plant just 20 minutes away from the capital of
Montevideo. The system features full monitoring of the
performance, yield and quality of each individual operator,
as well as of the whole line.

“We are getting better results every day,’ says Bazterrica,

“and improvements in both yield and throughput”

B a4

| N
:IIJ\ e
Martin Bazterrica, General Manager of
Uruguayan company Las Piedras.

See video of meat deboning
and trimming flowline in the
online report:
www.marel.com/ar2011




FURTHER PROCESSING

PROCESSORS FOCUS ON
SMART INVESTMENTS

/; . : “The main players in our established markets were

focused on making smart investments in 2011,
particularly in the newest innovations,” says Bert Jan
# Hardenbol, Managing Director of Marel’s Industry
\\Mk Center for Further Processing. "Further processors are
a very creative group, constantly searching for new
ways in which to produce on a large scale and with the

“Sales in Asia and utmost flexibility.”
Eastern Europe
increased substantially,
in particular for
complete, new

h production lines.”
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Making a splash

Established markets in Europe and the United States developed well
during 2011 and in line with expectations. In addition, there were good
results in some other parts of the world.“Sales in Asia and Eastern Europe
increased substantially, in particular for complete, new production lines,
including ovens like the SpiralOven and the ModularOven,” says Bert Jan.

“The ModularOven is the largest oven system in the Townsend Further
Processing product range, capable of preparing products in extremely
large quantities at an excellent price per kilo,” Bert Jan explains. The oven
features highly advanced heating technology, including two separate
towers with distinct environments in which the heating and cooking of
products takes place. The technology provides exceptional versatility and
the ability to process new products that would not have been possible
before.

Other products making a splash in 2011 included the company’s sausage-
making systems. “Co-extrusion technology made a breakthrough in the
U.S. and Europe and proved to be a good investment,” says Bert Jan.“And
the market for the breakthrough RevoPortioner low-pressure forming
range also continued to grow as expected.”

Healthier foods in demand

The growing demand for healthier food products over the past few years
is a key trend in further processing that is reflected in Marel’s product
development.“The use of ingredients like salt has decreased and calories
and fat content have been reduced,” explains Bert Jan.

“The use of local produce is also gaining in popularity and the size of
portions is becoming smaller. These are all gradual developments that Sausage-making
reflect the fact that consumers are becoming increasingly aware of health with the iLinker

and social issues. We incorporate these factors in our latest innovations, and iConveyor; the
RevoPortioner.

with a focus on developing technology with the consumer’s needs of
tomorrow in mind.”
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“We will have more
capacity to specialise
and to react in a more
flexible manner to our
customers’ wishes.”

Further growth ahead

Looking ahead to the coming year, Bert Jan expects developments to
continue unabated. “The success of co-extrusion, certainly for hotdog
production, will be further expanded, as well as the success of the
ModularOven. | also expect to see further growth in the number of
complete production lines in Asia and Eastern Europe.”

Bert Jan is excited about the benefits to be derived from further
integration of Marel’s wider product portfolio with the Townsend Further
Processing production lines. “This will unquestionably create more
added value for the customers as more functionality is added to existing
concepts. It's a key benefit of being a full-line supplier”

With the success of the expanding Townsend Further Processing product
portfolio, the Industry Center has finally outgrown its current location in
the Netherlands. “Yes, we're moving!” Bert Jan exclaims and explains that a
move to larger premises is on the plan for next year.“Our new building is
within walking distance of the Boxmeer manufacturing site and the main
benefit is that we will now have all of our functions under one roof. We will
have more capacity to specialise and to react in a more flexible manner to
our customers’ wishes.”

See videos in the the online report:
www.marel.com/ar2011

» ModularOven
« Sausage-making: iLinker and iConveyor
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Mar-Ne-Vall, Hungary

Reduced water consumption
and improved profltablllty

Growth in global food retail 2006-2010 (retail value)

Latin
America
After installing a complete new Townsend Further
V\IlEestern Processing line in 2011, Hungarian company Mar-
urope
P Ne-Vall saw a dramatic rise in throughput, product
North quality and efficiency. At the same time, water
A i . .
merica consumption decreased substantially. The bottom
Eastern line: greatly improved profitability.
Europe

“In a single year, production went up by some 500%,"

Midngngst 8 says Mr. Markovits, owner of Mar-Ne-Vall. “At the
an rica S
g same time, energy costs and water consumption per
Australasia % kilogramme of product decreased by an average of . )
° 33%. To date, profitability has increased by 7% with Mr. Markovits, owner of Mar-Ne-Vall
0 5 10 15 20 25 30 35 the new line”

EUR millions

Mar-Ne-Vall produces a wide variety of
pre-cooked, ready-to-eat products, coated
and uncoated, filled and unfilled. The
booming growth since installing the new
line has taken the company to the top of
the industry in Hungary as far as quantity,
quality and product range is concerned.
“The whole line is a real success for us and
our people like working with it,” concludes
Mr. Markovits

See video of complete processing
line in the online report:

www.marel.com/ar2011
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INNOVATION

Trim management

system:
Hits the target every time

For processors, knowing the accurate fat percentage of
incoming raw material is valuable. But controlling what
actually comes out of their production process provides
them with even more added value.

Marel’s new trim management system analyses the fat/
lean ratio of meat using the X-ray technology of the
SensorX, previously used so successfully to detect bones
in poultry. The SensorX scans for density variations in the
product and can detect hazardous contaminants, as well
as accurately classify the lean content of the meat trim.

Accurate trim management is especially important for
producers of sausages and burgers, who have to fulfill
contractual and legal obligations regarding lean content.




BUSINESS
OPERATIONS




PROVIDING SUSTAINABLE VALUE

As a provider of advanced equipment and systems for food processing, Marel is proud of the fact that our commitment to providing
Marel has an obligation to bring new technologies to the market that sustainable value has led to continuous advancement in how food
add value for our customers and our shareholders. But as a global is processed, benefiting consumers all over the world.

leader, the company’s responsibility extends well beyond that, to
embracing sustainable and ethical business practices, and ensuring that

its operations benefit society at large. By rapidly responding we make sure that
In pursuit of this goal, Marel relies on a simple and proven business @ ) mealtm:‘.e A0 i
consumer demand for families everywhere.

model founded on three pillars - market penetration, innovation and
operational excellence. They are at the core of Marel’'s commitment

to provide long-term and sustainable value for all our stakeholders —
customers, shareholders, employees and communities alike.

we promote
sustainability and
conservation of scarce
resources.

By reducing our
customers' reliance on
energy and water

By helping food
processors reduce costs Wf: m:kbelfOOd more
and increase efficiency arfordable.
By improving the
handling of raw material we ensure that the food

and embracing hygienic we eat is safe.

design principles

By reducing waste
by-products and
increasing efficiency in
food processing

we help protect the
environment.
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“Brazil is the
breadbasket of the
future and it’s crucial
to establish a strong
foundation there for
what is to come.”

A STRONG FOUNDATION
FOR THE FUTURE

Strengthening Marel’s geographical footprint has been

a major priority in the past two years. The company has
integrated offices in a number of countries and expanded
its presence in up and coming markets. Petur Gudjonsson,
Managing Director of Marel’s International Sales and
Service Network, surveils the key focus areas in 2011 and
looks at the opportunities that lie ahead.

“Countries we've been focusing on this year include France where we've
put together a very strong team and are creating new opportunities. We've
also put a lot of energy into Brazil and Russia, where we've integrated the
former Marel and Stork offices, brought the people together and created

a good framework for them to thrive in. Brazil is the breadbasket of the
future and it's crucial to establish a strong foundation there for what is to
come,” says Petur.



MARKET PENETRATION

China automates

Laying the groundwork for the future is also behind Marel’s decision

to bolster its presence in other fast-growing new markets. “We started
systematically building up our presence in China 2-3 years ago. We've
moved fast there and made great strides in both the fish and poultry
industries. We can say without hesitation that the future is bright.
Increased automation is really a necessity for Chinese processors. They're
competing for labour with the electronics industry and having difficulty
attracting workers. The employee turnover is tremendously high!”

The same goes for Southeast Asia where Marel has been developing more
of a regional structure. “That way we can make better use of our specialists,
by having them serve multiple countries.”

India rising

India is another exciting prospect where the food industry is progressing
rapidly.“India is likely to take a giant leap in the next 5-10 years, similar
to what we saw with China maybe five years ago,” says Petur. “We intend
to be present there from the beginning and to take part in shaping the
development of the industry.” Marel will be building on the track record
that it already has in India, having focused primarily on freezers for the
shrimp and fish industries with good results.

North American operation expanded

Marel is also solidifying its presence in key established markets. “As far
as North America is concerned, we now have a tremendously strong
operation in the U.S. with specialised teams focusing on each of the four
industries we serve,” explains Petur. “Until now, they’ve been serving

the U.S. and Canada but now we're expanding to include Mexico. We
established an office there that is an integral part of our North American
operation.”

In the area of service, the “One Number” campaign in the U.S. and Canada
represented an important step on the road towards completely integrated
service for all customers in the region.

Another thing that Marel is doing to strengthen the sales and service
network is to devote more resources to systematic training. With the
integration of the company, sales and service representatives are now
responsible for an expanded portfolio of products and are expected to
devote several weeks each year to training.

Network of agents delivers

In addition its own sales and service offices, Marel’s network of more than
100 agents around the world has delivered excellent results this year.
“We're devoting more attention to our agents, many of whom specialise
in particular product groups or industries. We're providing them with even
more support than we have in the past, and it's resulted in big sales in
places like South Korea, Ukraine and Argentina.”

Summing up, Petur says that the results this year show what an attractive
industry the food industry is.“Processors can only delay their investments
for so long. We've seen virtually all our markets bounce back, and even
faster than we expected.”

Taking the worry out of service

Marel’s approach to service can best be described in terms of two
concepts: “think global, act local” and “big enough to cope, small
enough to care” This means that we constantly seek to ensure that
our systems perform at an optimal level and meet our customers’
needs, each and every day.




Global presence

Marel’s global distribution network includes offices and subsidiaries in
some 30 countries, and approximately 100 agents and distributors around
the world. Building on their knowledge of the market and customer needs,
our local teams sell, market, distribute, install and service Marel’s standard
products. Large-scale projects, on the other hand, are generally managed
by the Industry Centres for fish, meat, poultry and further processing.

In May, Marel’s innovations for fish
processing were on display in Brussels at
Seafood Processing Europe, one of the
industry’s largest trade shows.

Cmarel




SUSTAINABILITY BY DESIGN

“Besides fulfilling a basic need, food has become an
emotional issue,” says Chief Technological Officer Jos van
de Nieuwelaar, who takes a broad view of the role that
food plays in our day-to-day lives. “What consumers in
Western Europe and the United States, for example, are
satisfying with food is often an emotional need. It can be
related to health, pleasure, ease or convenience, price,
responsible behaviour or any number of things.

“For many end products, the relationship to the raw material that they
originate from has become so distant. So our customers have to operate
in the context of these emotions, which are changing faster than they
used to. It is our job to develop machines and systems that help them
to satisfy these changing needs. Or, better still, to anticipate tomorrow’s
requirements.”

Creativity and speed

Jos is convinced that Marel is better placed than ever to rise to that
challenge. It’s a challenge that demands creativity and close collaboration
with the customer, who sets the final aim of a project, although how

the contours will be fleshed out often remains to be defined. “You have



“Issues such as water
and energy consumption
and the responsible use
of raw materials are
becoming ever more
important.”

to have a true partnership with the customer in order to arrive at the
best possible solution,” explains Jos.“And you have to be able to act very
quickly and take risks. Having a flexible organisation allows us to arrive at
the perfect customer-specific solution.”

Sustainability and social responsibility

The pace of change is increasing in all facets of life and the food industry
is no exception. Ever changing consumer habits pose a steady stream

of challenges to processors, which Marel helps meet through constant
innovation. But there is a growing awareness that technological advances
also have to be approached responsibly and in keeping with today’s
pursuit of sustainability.

“Issues such as water and energy consumption and the responsible use
of raw materials are becoming ever more important. Our AeroScalder, to
be launched in 2012, is the clearest example of how we are promoting
sustainability in the design of our equipment. But the development of our
in-line systems - for poultry processing, pinboning of fish and deboning
of pork, to name some examples - is also substantially lowering the CO,
footprint of our food by lowering energy and water usage, while at the
same time increasing yield and quality,” says Jos.

Avoid waste, add value

Reducing waste is also a priority. The more use that is made of every fish

or bird, the better. In the past, in a poultry market primarily focused on
harvesting chicken breasts, a substantial percentage of the rest of the bird
was quite simply thrown away. “Now we offer smart solutions that help our
customers to market new end products, which fit in well with the pursuit
of sustainability and which are commercially interesting. Every day we are
working to add still more value to raw materials and by-products.”



Vision and teamwork

Innovation does not always happen along a straight line. It's a process that
requires vision, leadership, focus and the ability to learn as you go along. And it
requires close collaboration. Whereas products were previously assembled from
inputs from various disciplines within Marel, today a single solution is developed
on the basis of a common vision.

Jos puts it like this: “With the people we now have on board and the type of
people we will be looking for in the years to come, we are building up the
strengths we need for the future. We are working in a highly dynamic organisation
in a highly dynamic marketplace. Teamwork and co-operation is what generates
the right products for our customers. It can’t be done any other way.”

At the core of Marel’s strong culture of innovation is a team of over 400
engineers and food scientists, supported by an annual investment of
5-7% of revenues in research and product development.

Patents and trademarks

Patent protection is vital to Marel. In 2011, the company applied for 10 new
patents. The current patent portfolio consists of 281 granted patent families.

Sustainability is increasingly a key criteria in the design and production
of Marel’s products. Marel’s equipment is built to the highest quality
standards and is built to last. It is designed to be energy efficient and
to help customers reduce their reliance on scarce resources like water.

In its latest sustainability report, the OSI Group, a leading global
food processing company, cites its use of the RevoPortioner from
Marel as an example of how the company is taking advantage

of innovative new technologies to reduce energy use and waste, “Through incremental improvements
thereby minimising the environmental impact of its operations. and lean initiatives, we are removing
View OSI's sustainability report: http://www.osigroup.com/sustainability.html waste in order to increase speed and

agility.” Fred Vijverstra, Global
Manufacturing Director




OPERATIONAL EXCELLENCE

CONTINUOUS LEARNING
AND IMPROVEMENT

Effective management requires a holistic view of the company’s
operations. Value flows horizontally through multiple divisions and
disciplines within a company before it reaches the customer. Therefore,
when seeking to improve processes, the key to success is to look at the
company'’s total value stream. Only by taking a step back and surveying
the complete picture can we make real improvements that benefit our
customers.

That is why Marel strives for continuous learning, improvement and
development across the whole range of our activities. We firmly believe
that only by doing so can we truly create value for all our stakeholders -
customers, shareholders and employees alike.

In the past year, we have continued to maintain a strict focus on
rationalization, cost control and reducing waste, while at the same time
seeking to shorten lead times, improve quality and decrease the total cost
of our products and services for our customers. Great effort continues

to be invested in ensuring that the company’s reduced cost base is
sustainable despite the growth in activity.

Manufacturing

“The Marel manufacturing organization has adopted a
strong vision for the future, of a dynamic manufacturing
process defined by three key factors - speed, flexibility
and innovation,” says Fred Vijverstra, Global Manufacturing
Director. “All 16 of our manufacturing sites around the
world have been aligned under this common vision.”

Continuous improvement is the driver for success in fulfilling this vision.
“Through incremental improvements and lean initiatives, we are removing
waste in order to increase speed and agility in the manufacturing process
- from parts production and assembly to quality control, logistics and
procurement. This will lead to the lowest total cost for the company,”
explains Fred.

To promote a holistic approach, best practices are now combined in one
common Marel Manufacturing System. In addition, a key focus is now
placed on strengthening the core competences that are strategically
important to supporting Marel’s value proposition.

“Now that we have one common vision and approach in place, the focus in
the coming year will be on harvesting the synergies to the fullest, as well
as on growing the manufacturing operation to match the needs of the
market.”

Procurement and working capital

In the procurement area, projects are in process aimed at taking better
advantage of economies of scale. The main focus in 2011 wason 1)
standardising the parts used across the company, 2) selecting suppliers
who are a good fit with Marel’s strategy and 3) on leveraging spend.
Moreover, emphasis continues to be placed on improving working
capital parameters, such as Inventory Turn and Days Sales Outstanding.



“In a company like ours
that thrives on
innovation, we need a
diversity of talents and
points of view.”

“The major milestone for me was the completion of the
integration of all our business units into one company

at the end of 2010,” says Hrund Rudolfsdottir, Corporate
Director of Human Resources. “In 2011, we focused heavily
on following that process through, on shaping a unified
global team that marches together along the same path.”

In 2010, the company launched a campaign under the banner of ‘Marel on
the move'that included a series of integration meetings at the company’s
key locations around the world where the future vision, values and
structure of the ‘'new’ Marel were defined. In 2011, promotion of the set of
values adopted during this process was a key priority for HR.

Success grounded in values

“We all recognise that in order to be successful, we need to be grounded
in a set of strong and recognisable values that can guide our decisions in
the future. Each of our locations put a tremendous amount of effort this
year into analysing what these values mean, why we consider them to be
important and how we apply them in a practical sense to our daily work,”
Hrund explains.

Diversity, one of the eight Marel values, was a particular focus area for HR
in 2011.“We've been working with three dimensions of diversity — culture,
team composition and gender. We are not all alike and that’s a good thing.
In a company like ours that thrives on innovation, we need a diversity of
talents and points of view in order to constantly generate new ideas.”



Spotting future talent

The new HR tools and processes implemented in 2011, including a new global appraisal system,
all support the ‘one company’approach.

“Undoubtedly, one of the highlights of the year in this regard was our new Management
Leadership Programme, aimed at spotting and developing future talent. These are the people
who will be stepping into leadership roles in the next 5-10 years,” says Hrund. “We're half-

way through the first year-long programme and so far the results are very promising. It's a
programme that goes hand-in-hand with our regular assessments of the composition of our
management team.”

Growth in numbers

With the increasing activity and constant growth in the order book, the number of employees
continued to steadily increase during the course of 2011 (Q1-3,570; Q2-3,754; Q3-3,834;
Q4-3,919). The largest number of employees is located in the Netherlands, followed by the U.S.,
Iceland, Denmark and the U.K. Just over 70% of employees are located in Europe.

Number of employees (FTEs) by

Number of employees (FTEs), average per year geographical location at year end 2011
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Marel’s values

COMMITMENT

PARTNERSHIPS WITH CUSTOMERS
DIVERSITY

TEAMWORK

LEARNING AND EXCELLENCE
OPEN COMMUNICATION

HUMOUR AND FUN

SUCCESS




INNOVATION
1 1 PRU \

The ModularOven:

The power of two towers

The ModularOven is the largest oven system in the
Townsend Further Processing product range, capable of
steaming, cooking and roasting a wide variety of products.

The oven features highly advanced heating technology,
including two separate towers with completely distinct
cooking environments, providing maximum yield and
capacity.

The combination of two towers increases the ModularOven'’s
capacity and versatility. The first tower may be used for

high dew point steaming, for example, followed by high
temperature, low dew point cooking in the second tower.

See a video of the ModularOven in the online report:
www.marel.com/ar2011







SHARES AND SHAREHOLDERS

TOP 10 SHAREHOLDERS AS OF 31 DECEMBER 2011

Shareholder No of shares %

1 Eyrir Invest ehf Investment company 261,966,838 35.61
2 Grundtvig Invest A/S Investment company 61,560,494 837
3 Lifeyrissjodur verslunarmanna  Pension fund 46,681,031 6.35
4 Landsbankinn hf. Bank 40,487,544 5.50
5 Columbia Acorn International Asset management 35,982,499 4.89
6 Lifeyrissjodir Bankastraeti 7 Pension fund 30,000,000 4.08
7 Gildi - lifeyrissjédur Pension fund 21,320,091 2.90
8 Stafir lifeyrissjodur Pension fund 17,853,664 243
9 Sameinadi lifeyrissjédurinn Pension fund 17,082,328 232
10 Festa - lifeyrissjédur Pension fund 11,060,000 1.50
Top 10 total 543,994,489 74

Other shareholders 191,574,508 26

Total issued shares 735,568,997 100

Share performance

Marel shares have been listed on the NASDAQ OMX Nordic Exchange Iceland
since 1992 under the symbol MARL. Marel’s share price stood at ISK 125.50
at the end of 2011, compared to ISK 100.00 at the end of 2010, an increase of
25.5%. In Euros, the shares stood at 79 cents per share at year end compared
to 65 cents at the beginning of the year.

Shareholders

The number of shareholders in Marel was recorded in the shareholders
register to be 1,799 at year-end 2011, compared to 1,772 shareholders at
year-end 2010. As of 31 December 2011, Marel holds 6,725,000 treasury
shares.

Eyrir Invest ehf. is Marel’s largest shareholder, with 35.6% of shares, followed
by Grundtvig Invest A/S (8.4%) and Lifeyrissjédur verzlunarmanna - the
Pension Fund of Commerce (6.4%). The ten biggest shareholders hold 74%.
In total, Icelandic pension funds hold around 25% of Marel’s share capital.
International shareholding was 18% at year-end 2011. The free float of Marel
shares was 64% and free float adjusted market value of the company was
EUR 373 million.

Share capital

At year-end, Marel’s shares totalled 735.6 million, all in one class; thereof
Marel holds 6.7 million treasury shares.

In 2011, the Company issued 5.3 million new shares and sold 0.4 million
treasury shares for a total amount of EUR 2.6 million to fulfil the employees’
stock option programme. In 2011, Marel purchased at market 7.1 million
shares for EUR 5.7 million to fulfil future stock option obligations.

Share purchase options are granted to management and selected
employees. Total granted and unexercised share purchase options at end of
the year 2011 were 25.7 million shares, of which 4.0 million are exercisable
at the end of 2011 and the remainder will become exercisable in the years
2012 to 2015.




At the Company’s 2010 Annual General Meeting, the shareholders DISTRIBUTION OF SHARES AS OF 31 DECEMBER 2011
authorised the Board of Directors to increase the Company’s share capital

by 45 million shares to fulfil stock option agreements. Thereof, 8.4 million Number of Shares  Shareholders % Shares %
shares have been issued at end of year 2011. The Company’s Board of LS SEED .02 SI.255 SIEE S U575
Directors is also authorised to increase its share capital by up to ISK 240.0 10,000 - 99,999 531 29.52% 16,506,247 2.24%
million nominal value, where ISK 146.8 million have already been issued. 100,000~ 199,989 >/ 3:17% 7,763,343 1:06%
200,000 - 799,999 62 3.45% 24,042,471 3.27%
Shareholders waived their pre-emptive rights. 800,000 - 1,399,999 7 0.39% 7,631,363 1.04%
1,400,000 - 2,999,999 11 0.61% 22,013,576 2.99%
Liquidity of shares 3,000,000 - 9,999,999 17 0.94% 88,480,082  12.03%
Marel has made agreements with Landsbankinn hf. and MP bank hf. 10,000,000 - 99,999,999 11 0.61% 302,965,518 41.19%
regarding market making for the issued shares of Marel. The purpose of 00000 0o (00000 ! 0600 AT R S
the agreements is to improve liquidity and to enhance transparent price 1,799 100.00% 735,568,997  100,00%
formation in the Company’s shares on NASDAQ OMX Iceland. The duration
of these agreements is unspecified but they can be terminated with one Program Number of shares Exercise price
month’s notice. initiated in thousands per share Exercisable in
December 2007 500 ISK 92.00 2010-2012
Shares in Marel were traded 1,532 times in 2011 for a total market value June 2008 7,525 1SK 89.00 2011-2013
of ISK 25.5 billion (up from ISK 11.9 billion in 2010), which corresponds May 2010 17,643 EUR 0.546 - 0.591 2012-2015
to a turnover rate of 29%. The average end-of-day spread of Marel was Total 5 668
1.01%. The market value of the Company at year-end 2011 was ISK 92.3 '
billion (EUR 579,5 million) compared to ISK 73.0 billion (EUR 476.9 million)
at year-end 2010, an increase of ISK 19.3 billion (EUR 102.6 million). As the MAREL’'S STOCK PRICE COMPARED TO THE OMXI6 PI ISK INDEX
Company'’s shares are traded in ISK, the fluctuations of the Icelandic krona 140
during the year 2011 effected the market value, when converted into EUR.
130 AVATAY)

Dividend

The Board of Directors will propose to the Annual General Meeting on
29 February 2012 that a dividend of 0.95 euro cents per share be paid for

110 ~
the operational year 2011. Based on the current number of outstanding W"‘W
shares, the estimated total dividend payment will be approximately 100
EUR 6.9 million, corresponding to about 20% of profits for the year. The W

proposed dividend is in line with Marel’s targeted capital allocation and 20 : : : : : : : : : : : :

dividend policy introduced at the 2011 Annual General Meeting. 71 Y2 3 4 15 e /7 18 1/9 0 1100 111 1/12 31/12
2011 2011 2011 2011 2011 2011 2011 2011 2011 2011 2011 2011 2011

Note: Indexed numbers, set at 100 at beginning of year 2011.

120

—— Marel shares in ISK —— Marel shares in EUR = OMNXI6 PI ISK
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CEO AND BOARD OF DIRECTORS

Chief Executive Officer

Theo Hoen

« Education: Masters degree in mechanical engineering,
Technical University of Eindhoven, The Netherlands,
1984.

- Holdings in Marel, including those of financially related
parties: 1,500,000.

Theo Hoen became CEO of Marel in March 2009 after having served as CEO
of Stork Food Systems since January 2006. He first joined Stork PMT in 1986,
originally in manufacturing, and later became the company’s Technical and
Manufacturing Director. He was appointed General Manager of Stork Titan in
2001 and Managing Director Stork PMT, Stork Gamco and Stork Titan in 2002.

Chairman of the Board

Arni Oddur Thordarson

« Education: MBA, IMD, Switzerland, 2004; Cand. Oecon. in Business
Administration, University of Iceland, 1993.

« Elected: 2005.

- Holdings in Marel by Eyrir Invest ehf and financially related parties:
262,098,707.

Arni Oddur Thordarson is co-founder of Eyrir Invest ehf and has been the
company'’s CEO since foundation. He has over 15 years of extensive international
experience in various businesses. Prior to co-founding Eyrir Invest, Thordarson
was Head of Corporate Finance & Capital Markets at Bunadarbanki Islands,
which later merged with Kaupthing, now Arion Bank. He has been a board
member of Stork BV since 2008 and Egils Brewery since 2003.

Board Members

Theo Bruinsma

+ Education: Atheneum (HBSb); Service Management, Technical University;
Certified pilot.

+ Elected: 2070.

« Holdings in Marel, including those of financially related parties: 1,000,000.

After having worked independently for a number of years in various
international patent and translation offices, Theo Bruinsma joined Townsend
Engineering in 1976 as Service Coordinator. He was named Technical Director
in 1979 and held a number of positions in the European and USA operations of
the company before being appointed General Manager in 1992. He was named
President in 2000. When Townsend Engineering was acquired by Stork in 2006,
Bruinsma became a member of Stork Food Systems’ management team, with
responsibility for meat operations. He sits on the board of Salm Partners/USA
and is an honorary member of the Dutch Service Management Association
and representative in the European Standardization Committee for the Food
Industry.

Fridrik Johannsson
+ Education: Cand. Oecon., University of Iceland, 1983; Certified Public
Accountant, 1987.

- Elected: Alternate 1997-2004. Board member since 2004. Chairman of the
Board from the AGM 2005 until October 2005.

« Holdings in Marel, including those of financially related parties: 4,300,000.

Fridrik Johannsson is a partner of Icora Partners, a corporate finance advisory
firm. He served previously as CEO of Straumur-Burdaras Investment Bank hf.
from June 2006 to May 2007, and CEO of Burdaras hf. from March 2004 to
September 2005. Mr. Johannsson is a member of the Board of Vordur tryggingar
hf., A1988 hf. (Eimskipafélag [slands), Aning ehf. and Icora Partners ehf.




Margret Jonsdottir

- Education: Master of Accounting and Auditing, University of Iceland, 2006;
Cand. Oecon. in Business Administration, University of Iceland, 1983.

+ Elected: 2006.

Holdings in Marel, including those of financially related parties: 200,419.

Margret Jonsdottir is the CFO of Eyrir Invest ehf. Previously, she was the Director
of Finance at Edda Publishing hf from December 2001 until October 2002.

She was Director of Finance at Kreditkort hf from August 2000 until December
2001, and Manager of Accounts and Planning at FBA Investment Bank (later
{slandsbanki), and Director of Finance at the Industrial Loan Fund (FBA
predecessor), from September 1988 until June 2000.

Helgi Magnusson

+ Education: Business Administration, University of Iceland, 1974; CPA, 1975.
+ Elected: 2005.
+ Holdings in Marel, including those of financially related parties: 5,308,044.

Helgi Magnusson is the Chairman of the Federation of Icelandic Industries and a
member of the Board of Directors and the Executive Board of the Confederation
of Icelandic Employers. He is also Chairman of the Board of the Pension Fund

of Commerce, Blue Lagoon hf. and Harpa Holding Ltd, and a board member of
several other Icelandic companies. Mr. Magnusson served previously as a board
member of Islandsbanki hf, Framsyn Pension Fund and the Icelandic Chamber
of Commerce. For several years, he was the Chairman of the Board of Harpa and
Harpa-Sj6fn Paint Factory and Fliigger Iceland Paint Factory.

Arnar Thor Masson

Education: Political Science with an M.Sc. in Comparative Politics, the London
School of Economics and Political Science, U.K., 1997. BA in Political Science,
University of Iceland, 1996. Studied securities brokerage in 2007.

- Elected: 2001.
« Holdings in Marel, including those of financially related parties: 0.

Arnar Thor Masson is the Director General of the Department of Administrative

and Social Development at the Prime Minister’s Office in Iceland. Prior to that, he

was Deputy Director General of the Financial Management Department at the

Ministry of Finance. Masson was an adjunct lecturer at the Department of Political

Science of the University of Iceland from 2000 until 2008. He does not sit on the
board of any other company than Marel.

Asthildur Margret Otharsdottir

- Education: MBA, Rotterdam School of Management, The Netherlands, 1996;
Cand. Oecon., University of Iceland, 1992.

+ Elected: 2010

Holdings in Marel, including those of financially related parties: 32,000.

Asthildur Margret Otharsdottir is an independent consultant with extensive prior
business experience as a Director of Treasury and Corporate Development at Ossur
hf. from 2006 to 2010, Senior Account Manager at Kaupthing Bank hf., now Arion
bank, from 2004 to 2006, and Consultant at Accenture from 1996 to 2000. She is a
member of the Board of Directors of Marorka ehf. and Lagerinn Dutch Holding BV.

Smari Runar Thorvaldsson

- Education: BSc in Economics, University of Iceland, 1999.
« Elected: 2010
« Holdings in Marel, including those of financially related parties: 0.

Smari Runar Thorvaldsson is an independent investor and advisor. Previously, he
was Managing Director of Horn Invest from 2008 to 2009. He served as Director

of Proprietary Trading and Private Equity at Landsbanki [slands hf. from 2003 to
2008, and Director of Proprietary Trading and Principal Investment at Bunadarbanki
[slands hf. from 2001 to 2003. He has previously served on the boards of several
companies.

The Board of Directors (from left to right): Smari Runar Thorvaldsson,
Arni Oddur Thordarson, Arnar Thor Masson, Margret Jonsdottir, Helgi Magnusson,
Asthildur Margret Otharsdottir, Fridrik Johannsson and Theo Bruinsma.
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INVESTOR RELATIONS

Providing timely and accurate information about a company’s operations
is fundamental to achieving a fair market price for its shares. Marel’s
information policy is focused on providing current and potential investors
with equal access to consistent and transparent data, in as much detail as
is commercially sensible.

All price-sensitive information, regulatory announcements about Marel
and announcements regarding performance and future prospects are
published in a timely manner, initially on the website of NASDAQ OMX
Iceland, www.nasdagomxnordic.com, and subsequently on Marel’s
official website, www.marel.com. Financial results are issued quarterly in
accordance with the requirements of NASDAQ OMX Iceland.

Investor meetings

In addition, information is conveyed to investors and analysts in a variety
of ways, most notably through regular investor meetings following the
publication of the company’s quarterly results.

In March 2011, Marel also participated in a Capital Markets Day event
organised by Arion Bank in Iceland, where the company was presented to
investors and analysts.

Website and annual report

Marel’s website contains detailed information about the company,

its history, operations and activities. Current and past press releases,
presentations and annual reports are archived on the Investor relations
section of the website and available for download, and the company’s
current and historic share prices are available for review against key
indices.

A hard copy of the Annual Report is available upon request by writing to
investors@marel.com.

Publication schedule for 2012-2013

1st quarter 2012 26 April 2012
2nd quarter 2012 25 July 2012
3rd quarter 2012 24 October 2012
4th quarter 2012 30 January 2013

Annual General Meeting 2013 27 February 2013




RISK MANAGEMENT

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

Foreign exchange risk

The company operates internationally and is exposed to foreign exchange
risk arising from various currency exposures, primarily with respect to the
EUR/USD, EUR/GBP and EUR/ISK on the cost side. The general policy is to
apply natural currency hedging to the extent possible and prohibit any
speculative trading of financial instruments. The company has now drawn
approximately 35% of the outstanding loans in USD to create natural
hedging in the balance sheet. Where needed, financial exposure is hedged
in accordance with company’s general policy on permitted instruments
and exposure limits.

Credit risk

The company minimises credit risk by monitoring credits granted to
customers and assigns collateral to cover potential claims. The company
has policies in place to ensure that sales of products and services are made
to customers with an appropriate credit history, and products are not
delivered until payments are secured. The proportion of sales to Icelandic
customers is approximately 0.5% of the total. Marel has not incurred any

losses of outstanding receivables due to the economic crisis in Iceland.
Marel has banking relations with a diversified set of financial institutions
around the world. There are policies in place that limit the amount of
credit exposure to any one financial institution.

Liquidity risk

Due to the dynamic nature of the underlying businesses, the company
has prudent liquidity risk management to ensure sufficient flexibility in
funding under the revolving part of the facilities agreement and current
financial assets available.

Cash flow and fair-value interest rate risk

The company’s income and operating cash flows are substantially
independent of changes in market interest rates. The interest rates

of finance leases to which the company is lessor or lessee are fixed at
inception of the lease. These leases expose the company to fair-value
interest rate risk. The company’s cash-flow interest rate risk arises from
long-term borrowings. Borrowings issued at variable rates expose the
company to cash-flow interest rate risk, while borrowings issued at fixed
rates expose it to fair-value interest rate risk.

The company manages its cash-flow interest rate risk by using floating-
to-fixed interest rate swaps. Such interest rate swaps have the economic
effect of converting borrowings from floating rates to fixed rates. The
company raises long-term borrowings at floating rates, and swaps a
portion of them into fixed rates. The risk, measured as the potential
increase in interest paid during the coming year based on a defined
movement in interest rates, is monitored and evaluated regularly.

Insurance policies

The company maintains global and local insurance programs. The
coverage comprises property damage, business interruption, general and
product liability, marine cargo/mounting, directors and officers liability,
employers practice liability, business travel and accident. The company
believes that its current insurance coverage is adequate.




CORPORATE GOVERNANCE

Icelandic law and Marel’s corporate governance framework determine the duties
of the various bodies within the Company. Corporate governance defines the
way in which the company is directed and controlled - it involves the broader
interworkings of the day-to-day management, the Board of Directors, the
shareholders at large, and other interested parties to formulate and implement
corporate strategy.

1. Rules on corporate governance which the Company follows

The Company’s corporate governance policy is based on the Guidelines on
Corporate Governance issued in June 2009 by the Iceland Chamber of Commerce,
NASDAQ OMX Iceland hf. and the Confederation of Icelandic Employers, in
accordance with Clause 2.27 in the Rules for issuers of financial instruments on
NASDAQ OMX Iceland issued in December 2009.The Guidelines can be found and
accessed on the website of the Iceland Chamber of Commerce, www.chamber.is/
english.

2. Departures from the Guidelines on Corporate Governance

In general, the Company is in compliance with the Guidelines on Corporate
Governance. The Board of Directors evaluates at least once a year the
performance of the CEO, but not specifically the performance of other members
of the Board of Management. The CEO is responsible to the Board of Directors for
the performance of the Board of Management.

The Board of Directors has not established a nomination committee, as such

a committee is currently not considered necessary, taking into account the
balanced and relevant expertise and experience of the current Board members.
Furthermore, the Rules of Procedure for the Board of Directors clearly stipulate
what items shall be taken into consideration when preparing the nomination of
Directors. The Board of Directors has not issued a specific written code of ethics
and social responsibility policy for the Company but both such documents are
currently being prepared.

3. Main aspects of internal controls and the Company’s
risk management in connection with the preparation
of financial statements

External audit

An independent auditing firm is elected at the Annual General Meeting (AGM)

for a term of one year. The auditor shall examine the Company’s annual accounts
in accordance with generally accepted accounting standards, and shall for this
purpose inspect account records and other material relating to the operation and
financial position of the Company. KPMG hf. was elected as the Company’s auditor
at the AGM on 2 March 2011. Auditors on its behalf are Saemundur Valdimarsson
and Kristrun H. Ingolfsdottir, both State Authorized Public Accountants. They have
audited and signed without reservation Marel’s consolidated financial statements
for the year 2011.

Internal audit and control

The Company'’s risk management and internal controls, in relation to financial
processes, are designed with the purpose of effectively controlling the risk of
material misstatements in financial reporting. Marel’s internal auditor, a position
which was established in late 2010, plays a key role in relation to internal control
along with the external auditors, as applicable.

4. The Company’s values, code of ethics and social
responsibility policy

Values

Marel’s company values are shared ideals and standards that provide direction in
day to day operations. As part of the integration process in 2010, employees had a
direct hand in defining the values that the company will henceforth embrace. The
outcome was a set of eight values: commitment, partnerships with customers,
diversity, teamwork, learning and excellence, open communication, humour and
fun, and success. Initiatives have been launched throughout the company to
promote and embed these values in daily operations.




Corporate social responsibility

Being a responsible corporate citizen means going beyond statutory legal
requirements to aligning all business operations with socially accepted principles
and contributing to society in a positive way. Following the formal conclusion of
the company'’s integration process, focus will now be placed on the development
of a global social responsibility policy for the company has a whole.

5. Composition and activities of the Board of Directors,
Board of Management and sub-committees of the
Board of Directors

Board of Directors

The Company'’s Board of Directors is the supreme authority in the affairs of the
Company between shareholders’ meetings. It is elected by shareholders at the
AGM for a term of one year and operates in accordance with theCompany'’s Articles
of Association and the Board’s Rules of Procedure. The Board currently comprises
eight members who were elected at the Company’s AGM on 2 March 2011.

The Board is responsible for the organisation of the Company and for ensuring the
proper conduct of its operation at all times. The Board of Directors shall decide on
all matters regarded as extraordinary or of major consequence. The same applies
to major borrowing requiring pledging of the Company'’s property and assets. The
Board shall establish goals for the Company in accordance with the Company’s
objectives and shall formulate the policy and strategy required to achieve these
goals.

Regular board meetings are held with management over the course of the year,
including quarterly results meetings, a strategy meeting in autumn and a next-year
budget meeting in December. In addition, the Board of Directors meets twice a
year without the management. Additional meetings are convened as needed.

All matters brought before a Board meeting shall be decided by majority vote,
provided that the Board meeting has been lawfully convened. In the event of a

tie vote, the Chairman of the Board casts the deciding vote. However, important
decisions shall not be taken unless all members of the Board have had the
opportunity to discuss the matter, if possible.

Profiles of the Board members are provided on pages 54-55.

Board sub-committees

The Board'’s work is supported by its working committees: Remuneration
Committee and Auditing Committee. Members of the Remuneration Committee
are Arnar Thor Masson, Arni Oddur Thordarson and Asthildur Margret
Otharsdottir. Its field of work involves negotiating wages and other benefits for
the CEO and senior management, and framing the company’s remuneration
policy, including wage incentives and stock option rights for company shares.
Members of the Auditing Committee are Fridrik Johannsson, Asthildur Margret
Otharsdottir, Margret Jonsdottir and Smari Runar Thorvaldsson. Its field of work
includes monitoring Marel'’s financial status and evaluating the Company’s
internal monitoring and risk management systems, management reporting

on finances, whether laws and regulations are followed, and the work of the
Company's statutory auditors.

Board of Management

The Board of Management is composed of the Chief Executive Officer (CEO),
Chief Financial Officer (CFO) and Chief Operating Officer (COO). Theo Hoen, CEO,
is responsible for daily operations of the company. A further description of the
CEO's responsibilities is provided under item 12. Other members of the Board of
Management are: Erik Kaman, CFO, and Sigsteinn P. Gretarsson, COO.

6. Arrangement of the appointment of
sub-committee members

Sub-committee members are appointed by the Board of Directors for a term of
one year, in accordance with the rules of each sub-committee adopted by the
Board.

The Audit Committee is composed of either three or four members of the Board
of Directors, unless the Board decides otherwise. The majority of the Audit
Committee shall be independent of the Company and its external auditors. At
least one member of the Audit Committee shall be independent of shareholders
that hold 10% or more of the total share capital of the Company. The members
of the Audit Committee shall possess the knowledge and expertise needed to
perform the tasks of the Audit Committee. At least one Member of the Audit
Committee shall have solid knowledge and experience in the field of financial
statements or auditing.
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CORPORATE GOVERNANCE

The Remuneration Committee is composed of either three or four members of
the Board of Directors, unless the Board decides otherwise. The majority of the
Remuneration Committee shall be independent of the Company. The members of
the Remuneration Committee shall possess the knowledge and expertise needed
to perform the tasks of the Committee.

7. Information on the number of Board Meetings and
sub-committee meetings as well as their attendance

The Board of Directors convened 10 times in 2011, with a weighted average
attendance of 91.4%. The sub-committees of the Board of Directors, the
Audit Committee and Remuneration Committee, had seven and six meetings
respectively in 2011. They were all fully attended.

8. Access information for the written rules of procedure
for the Board of Directors and its subcommittees

The rules of procedures for the Board of Directors and its sub-committees can be
found on the Company’s website: http://www.marel.com/investors/Corporate-
Governance/

9. Members of the Board of Directors

Profiles of the members of the Board of Directors are provided on pages 54-55.

10. Information on which Board Members are independent
of the Company and its major shareholders

The Board of Directors has made an assessment on which Board members are
independent according to the Guidelines on Corporate Governance. Five of eight
Board members are considered independent of the Company: Fridrik Johannsson,
Arnar Thor Masson, Asthildur Margret Otharsdottir, Helgi Magnusson and Smari
Runar Thorvaldsson. Furthermore, five of eight Board members are considered
independent of the Company’s major shareholders; Fridrik Johannsson, Arnar
Thor Masson, Asthildur Margret Otharsdottir, Helgi Magnusson and Theo
Bruinsma.

11. Principal aspects in the Board of Directors’
performance assessment

At least once a year, the Board of Directors evaluates the work, results, size and
composition of the Board, as well as the work and results of individual Board
members and the Board’s sub-committees. Furthermore, the Board evaluates the
work and results of the CEO according to previously established criteria, including
whether the CEO has prepared and carried out a business strategy which is
consistent with the established goals. The Board shall discuss the results of the
assessment and decide which actions are to be taken, if any.

At least once a year the CEO shall evaluate the work and results of the Board of
Management, for which he is responsible, according to previously established
criteria. The CEO shall discuss the results of the assessment with each member of
the Board of Management and decide which actions shall be taken, if any.

At least once a year, the Chairman and the CEO shall have a meeting to discuss the
results of the Board’s assessment of the CEO’s work and results and the proposed
actions to be taken, if any. The CEO shall inform the Chairman of the results of his/
her evaluation of the Board of Management and which actions will be taken, if
any. The Chairman shall inform the Board of Directors of the discussions with the
CEO as he/she deems necessary and appropriate.

12. Information on the Company’s CEQ and a description
of his main duties

A profile of Theo Hoen, CEO of Marel, is provided on page 54.
The principal duties of the CEO are as follows:

1.The CEO is responsible for daily operations and is obliged to follow the Board’s
policy and instructions in that regard. The daily operations do not include
measures which are unusual or extraordinary. The CEO may only take such
measures if specially authorised by the Board, unless it impossible to wait for
the Board's decision without substantial disadvantage to the

Company'’s operations. In such an event, the CEO shall inform the Board of his/
her measures, without delay.




2.The CEO shall act as chairman in the Company’s material subsidiaries which are
connected with the sales and manufacturing activities and/or the core activities
of the Company, unless the Board decides otherwise.

3.The CEO is responsible for the work and results of the Board of Management.
See further information of this part of his duties in item no. 11 above.

4.The CEO shall ensure that the accounts of the Company conform to the law and
accepted practices and that the treatment of the property of the Company is
secure. The CEO shall provide any information that may be requested by the
Company'’s Auditors.

13. Information on violations of laws and regulations that
the appropriate supervisory or ruling body has determined

No violations of laws and regulations have been determined in 2011 by
supervisory or ruling body.

14. Arrangement of communications between
shareholders and the Board of Directors

Shareholders’ meetings, within the limits established by the Company’s Articles of
Association and statutory law, are the supreme authority in Marel’s affairs as well
as the primary communication between shareholders and the Board of Directors.
The Annual General Meeting (AGM) is scheduled once a year, before the end of
August, and other shareholders’ meetings are convened when necessary. The
AGM is advertised publicly with at least three-week’s notice in accordance with
Icelandic law.

Additionally, Marel's communication to shareholders and furthermore to the
market shall be in compliance with relevant regulatory bodies at all times and
disseminated via recognised distribution vehicles.

15. Analysis of environmental factors and social factors

The Company’s Annual Report contains analysis of environmental factors and
social factors that help to understand the development, success and position of
the Company. The Annual Report is available on the Company’s website: www.
marel.com/investors
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INNOVATION IN
RANA VIEN
Innova:

Monitor, measure, maximise

It has become ever more vital for food processors to have
the ability to control, measure and monitor their production
processes. Innova, Marel’s production management software
suite, does just that.

Innova tracks and controls key performance indicators (KPIs)
- such as yield, throughput and quality - in real-time, from
reception of raw material all the way through to dispatch of
the final product.

In addition to optimising performance, Innova ensures full
traceability of the raw material all the way back to its origin,
provides a top-of-the-line quality control system, and offers
advanced inventory and order processing capabilities.

Innova ties it all together.

See a video on Innova in the online report:
www.marel.com/ar2011
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The Board of Directors’ and CEQ’s Report

Marel is a leading global provider of advanced equipment, systems and services
for the poultry, meat and fish processing industry. Marel has offices and
subsidiaries in over 30 countries and a global network of more than 100 agents
and distributors.

The Consolidated Financial Statements for the year 2011 comprise the financial
statements of Marel 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 (EV) and additional Icelandic disclosure requirements.

Operationsin 2011

According to the Consolidated Statement of Comprehensive Income, the
Group's operating revenue amounted to EUR 668.4 million in 2011, compared
to EUR 600.4 million in 2010. Profit for the period amounted to EUR 34.5 million
(2010: EUR 13.6 million). Total comprehensive income amounted to EUR 33.2
million (2010: EUR 17.7 million).

Financial cost decreased significantly between years due to lower total debt and
a favourable long term financing agreement executed in November 2010.

No acquisitions or divestments were made in 2011.

A new execution agreement for the Dutch pension plan and the agreement on
the transfer of the Dutch pension liabilities and assets from the Stork Pension
Fund to the industry-wide pension fund PME were resolved in 2011.The
incidental costs expensed in 2011 for pension related issues amounted to EUR
11.0 million.

According to the Consolidated Statement of Financial Position, the Company’s
assets amounted to EUR 877.8 million at the end of 2011 (2010: EUR 877.6
million). Equity amounted to EUR 373.5 million at the end of 2011 (at year-end
2010: EUR 343.3 million) or 42.5% of total assets (at year-end 2010: 39.1%). Net
interest bearing debt decreased from EUR 256.7 million at the end of 2010 to
EUR 250.5 million at the end of 2011. The Group was in full compliance with
bank covenants in 2011.

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

At the end of 2011, the Group had a strong order book, with orders from
customers across different geographic areas and industries.

The management and the Board of Directors of the Group believe that they are
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 management of the Group believes it is well placed to manage its business
risks successfully based on the present economic outlook.

Share Capital and Articles of Association

At year-end, Marel’s shares totalled 735.6 million, all in one class; thereof Marel
holds 6.7 million treasury shares. The number of shareholders at year-end
2011 was 1,799, compared to 1,772 at the end of 2010. One shareholder had

a holding interest of more than 10% in the Company, Eyrir Invest ehf., with
35.6%.

In 2011, the Company issued 5.3 million new shares and sold 0.4 million
treasury shares for a total amount of EUR 2.6 million to fulfil the employees,
stock option program. In 2011, Marel purchased at market 7.1 million shares for
EUR 5.7 million to fulfil future stock option obligations.

Share purchase options are granted to management and selected employees.

Total granted and unexercised share purchase options at end of the year 2011

were 25.7 million shares, of which 4.0 million are exercisable at the end of 2011
and the remainder will become exercisable in the years 2012 to 2015.

At the Company’s 2010 Annual General Meeting, the shareholders authorised
the Board of Directors to increase the Company’s share capital by 45 million
shares to fulfil stock option agreements. Thereof, 8.4 million shares have been
issued at end of year 2011. The Company'’s Board of Directors is also authorised
to increase its share capital by up to ISK 240.0 million nominal value, where ISK
146.8 million have already been issued. Shareholders waived their pre-emptive
rights.

The Board of Directors will propose to the 2012 Annual General Meeting that
EUR cents 0.95 dividend per share will be paid for the operational year 2011,
equalling to approximately EUR 6.9 million or 20% of total profit of EUR 34.5
million for the year 2011, and refers to the financial statements regarding
appropriation of the profit for the year and changes in shareholders’ equity.

Corporate Governance

The Company'’s corporate governance policy is based on the Guidelines

on Corporate Governance issued in June 2009 by the Icelandic Chamber

of Commerce, NASDAQ OMX Iceland hf. and Confederation of Icelandic
Employers, which is in accordance with Clause 2.27 in the Rules for issuers

of financial instruments on NASDAQ OMX Iceland issued in December 2009.
Further disclosures regarding Marel’s Corporate Governance are in the Annual
Report 2011.




Those who want to be candidates for the Board of Directors of the Company
have to notify the Board of Directors in writing at least five full days before

the beginning of the Annual General Meeting. The Company’s Articles of
Association can only be amended with the approval of 2/3 of casted votes and
approval of shareholders who control at least 2/3 of the shares represented in a
legal shareholders’ meeting, provided that the notification calling the meeting
thoroughly informs on such amendment and what the amendment consists in.

Statement by the Board of Directors and the CEO

According to the Board of Directors, best knowledge these Consolidated
Financial Statements comply with International Financial Reporting
Standards (IFRS) on annual accounts, as adopted by the EU and additional

Icelandic disclosure requirements for consolidated financial statements of
listed companies. According to the Board of Directors, best knowledge, the
statements give a true and fair view of the Group’s assets and liabilities,
financial position as at 31 December 2011, operating performance and

the cash flow for the year ended 31 December 2011 as well as describe 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 hf. hereby ratify the Consolidated
Financial Statements of Marel hf. for the year 2011 with their signatures.

Gardabeer, 1 February 2012

Board of Directors

%ﬂf ""W Arni Oddur bérdarson (/\j/j}? sk
Arnar’bor Masson Chairman of the board h Fridrik J6hannsson

N i

Helgi Magnusson

?4'% s ufé ;Zfiﬁr-é.??c{_'
2

Margrét'fc;sdéttir

= Stz %‘fﬁ““’“ (o=

Theo Bruinsma Smari Runar borvaldsson Asthildur Margrét Otharsdéttir

Chief Executive Officer

Theo G.M. Hoen
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Independent auditors’ report

To the Board of Directors and Shareholders of Marel hf.

We have audited the accompanying consolidated financial statements of

Marel hf,, which comprise the consolidated statement of financial position as

at 31 December 2011, the consolidated statements of comprehensive income,
changes in equity and cash flows for the year then ended, and notes, comprising
a summary of significant accounting policies and other explanatory information.

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 EU, and for such internal control as
management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to
fraud or error.

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 consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated 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 consolidated 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 principles
used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the consolidated 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 consolidated financial statements give a true and fair view
of the consolidated financial position of Marel hf. as at 31 December 2011,
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with International Financial Reporting
Standards as adopted by the EU.

Report on the Board of Directors Report
Pursuant to the legal requirement under Article 106, Paragraph 1, Item 5 of
the Icelandic Financial Statement Act No. 3/2006, we report, to the extent of
our competence, that the report of the Board of Directors accompanying the
consolidated financial statements includes the information required by the
Financial Statement Act.

Gardabeer, 1 February 2012

KPMG ehf.

%mm/%ﬁmm

Seemundur Valdimarsson

Gkitols

Kristrdn H. Ingdlfsdéttir




Consolidated Statement of Comprehensive Income

REVENUE ..ot s et e st e s e e e s ab e e e e b e e s e b e e e s ebe s sab e e e ebeeenaas 5
COST O SAIES ittt et e bt ae et e e bttt e e e e e ne et e e e e anre s
Gross profit

Other operating expenses
Selling and marketing expenses ........

Research and development expenses . .
AAMINISTrAtIVE EXPENSES ...oiiiiiiiiiiii ittt e s et e s r e e s e e e r e e sae e sae e e reesreesaneeareennne e

Result from operations

L= Vg [e =3 o0 = £ TSP SSOPR PPN 7
Finance income
Net finance costs ....

Result before income tax

L TeTe T g T = O PSPPSR PPPTRSPPPPPRIRY 9
Profit for the period

Other Comprehensive Income

Currency translation differences
Cash flow hedges ...
Income taxrelating to cash flow hedges and currency translation differences
Other comprehensive income for the period, net of tax

Total comprehensive income for the period

Profit (loss) attributable to:
Shareholders of the COMPANY ......ccoiiiiiii e s

Comprehensive income attributable to:
Shareholders of the COMPANY .....coiiiiiiiii e

Earnings per share for result attributable to equity holders of the company during the

period (expressed in EUR cent per share):

L o 1= L] o TSP RTPROY 10
e 11 U] (=T o U PO PR SRR 10

Earnings per share for total comprehensive income attributable to equity holders of
the company during the period (expressed in EUR cent per share):

- basic
- diluted

Cmarel

2011 2010
668,357 600,421
(421,068)  (373,347)
247,289 227,074
(11,292) (8,073)
(79,815) (70,674)
(40,323) (36,474)
(53,693) (54,519)
62,166 57,334
(19,852) (43,012)

1,744 916
(18,108) (42,096)
44,058 15,238
(9,595) (1,612)
34,463 13,626
779 3,130
(2,686) 1,266
672 (323)
(1,235) 4,073
33,228 17,698
34,463 13,626
34,463 13,626
33,228 17,698
33,228 17,698
4.70 1.87
4.65 1.87
4.53 2.43
4.48 2.43

Marel hf., Consolidated Financial
Statements 31 December 2011

All amounts in EUR*1000
unless otherwise stated.

The notes on pages 72-128 are an
integral part of the Consolidated
Financial Statements




Marel hf., Consolidated Financial
Statements 31 December 2011

All amounts in EUR*1000
unless otherwise stated.

The notes on pages 72-128 are an
integral part of the Consolidated
Financial Statements

Consolidated Statement of Financial Position

ASSETS

Non-current assets
Property, plant and @QUIPIMENT .......iiiiiiiii e e et e e e e e
Goodwill
Other intangible assets ....
Investments in associates .
Receivables ........ccccooeiiiiines
Deferred income tax assets ........

Current assets
Inventories
Production contracts ..
Trade receivables .....
Assets held for sale ....
Other receivables and prepayments
Restricted cash
Cash and Cash @QUIVAIENTS ......oiiiiiiiiii ettt e e e e e e e e e e e e s e s abaeeaeeeenes

Total assets

EQUITY

Capital and reserves attributable to equity holders of Marel hf.

SRNAE CAPITAL ... e e e
Share premium ...
Reserves
RetaiNed @aArNIiNGS ......oiiiiii e
Total shareholders' equity

LIABILITIES

Non-current liabilities
Borrowings
Deferred income tax liabilities
Provisions
Derivative financial instruments ....

Current liabilities

Production Contracts
Trade and other payables ..
Currentincome tax liabilities .
BOrrowings ........cccccciieiieines

Provisions

Total liabilities

Total equity and liabilities

Notes

11
12
12
13
14
15

16
17
14
18
14
19
19

20
20
20

21
15
22
24

17
25

21
22

2011 2010
108,088 109,418
380,419 379,879
100,073 92,884
109 109
3,115 3,669
11,567 12,619
603,371 598,578
99,364 80,590
38,046 18,354
77,497 87,780
555 598
28,051 27,815
752 12,509
30,182 51,399
274,447 279,045
877,818 877,623
6,667 6,694
317,100 320,250

(8,612) (7,377)
58,316 23,702
373,471 343,269
254,361 310,751
8,705 4,925
6,902 6,719
12,419 11,028
282,387 333,423
64,029 78,306
125,570 107,783
2,293 1,624
27,062 9,898
3,006 3,320
221,960 200,931
504,347 534,354
877,818 877,623




Consolidated Statement of Changes in Shareholders’ Equity

Attributable to equity holders of the Company

Share Share Hedge Translaton  Retained
Capital  premium” reserve reserve earnings  Total equity
Balance at 1 January 2010 6,674 318,495 (8,243) (3,207) 10,077 323,796
Total comprehensive iINCOME .........ovrermrreernnreerinnnes 943 3,130 13,626 17,699
Employee share option scheme:
Value of services provided .........ccc.oveereveinnsererienen 330 330
Issue of share capital in regarding Stock Options ... 20 1,431 1,451
Issue of share capital, transaction Costs ........c......... (6) (6)
20 1,755 943 3,130 13,626 19,474
Balance at 31 December 2010 6,694 320,250 (7,300) (77) 23,703 343,269
Total comprehensive iNCOME ......cvcveerreereermneereennns (2,014) 779 34,463 33,228
Employee share option scheme:
Treasury shares purchased (65) (5,618) (5,683)
Treasuryshares sold ..., . 4 221 225
Treasury shares, transaction COStS ........cverereens 17 a7
Value of services provided .........ccc.cereeernnereeeernnen 411 411
Value of services provided released ...........ooweveeeen. (529) 150 (379)
Issue of share capital in regarding Stock Options ... 34 2,383 2,417
Issue of share capital, transaction CoStSs .................. (1) (1)
(27) (3,150) (2,014) 779 34,613 30,201
Balance at 31 December 2011 6,667 317,100 (9,314) 702 58,316 373,471

Marel hf., Consolidated Financial
Statements 31 December 2011

? Includes reserve for share based payments as per 31 December 2011 of EUR 1,610 (2010: EUR 1,330). All amounts in EUR*1000
unless otherwise stated.
Dividend per share
No dividends were paid in 2010 and 2011. The notes on pages 72-128 are an

integral part of the Consolidated
Financial Statements
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Marel hf., Consolidated Financial
Statements 31 December 2011

All amounts in EUR*1000
unless otherwise stated.

The notes on pages 72-128 are an
integral part of the Consolidated
Financial Statements

Consolidated Statement of Cash Flows

Notes
Cash flows from operating activities
RESUILfIOM OPEFALIONS ..o e
Adjustments to reconcile result from operations to net cash provided by operating activities:
Depreciation and impairment of property, plantand equipment ... 10
Amortisation and impairment of intangible asSSets ... 11
Gain 0N Sale Of SUDSIAIANY .....ccoiiiiicicieie bbb
Gain on sale of property, plant and eqUIPMENT ..o
Changes in NON CUITENETECEIVADIES ...
Changes in NON CUITENE PAYADIES ....c..vivviieririieree e nensaeeen
Working capital provided by / (used in) operating activities

Changes in working capital:

Inventories and ProduCtion CONTACLS ........cov e
Trade and Other rECEIVADIES .........coiiiiicc e
Trade and Other PAYADIES ........c.oiiiic e
PIOVISIONS ..ttt
Changes in operating assets and liabilities

Cash generated from operating activities
INCOME TAX PAIT ..ottt

Interest and fiNANCE COSIS PAIH .......cciiiiiiic s
Net cash from operating activities

2011 2010
62,166 57,334
10,899 12,084
13,941 12,758
- (292)
(71) (335)
554 (992)

- 487
87,489 81,044
(51,469) 31,669
9,623 (22,509)
18,278 27,090
(205) (2,413)

(23,773) 33,837
63,716 114,881
(3,133) (1,344)

(17,400) (34,551)
43,183 78,986



Cash flows from Investing activities

Interestreceived ........

Divestment of subsidiary, Net 0f CASN ..o
Purchase of property, plant and qUIPMENT .......cvviirrrerceersee s esennees
INVESTMENES N INTANGIDIES .ottt
Proceeds from sale of property, plant and eqUipPMeENt ...

Other changes ...........

Net cash used in investing activities

Cash flows from financing activities

Proceeds from issue of ordinary ShAares ... s
Purchase of tre@SUrY SHATES ...
SalE OF trEASUNY SNAIES ... bbbt
Proceeds from DOITOWINGS ....c.ciiiiiiiiiiiieieeeie ettt
Repayments Of DOITOWINGS ....c.cviiiriieircesces ettt nennen

Loans to third parties

Finance lease principal PAYMENLS ..o e

Other changes ...........

Net cash used in financing activities

Net decrease in net cash

Exchange (10SS) / gain 0N NEtCASI ...c.ciuiiiiiiiiee e
Net cash at beginning of the PEriOd ........c.cciiriii e
Net cash at end of the period

Cash and Cash @QUIVAIENTS ...

Restricted cash ..........
Bankoverdrafts ...........

Net cash at end of the period

Notes

Cmarel

2011 2010
682 836
- 3,032
(8,850) (4,745)
(20,715) (18,110)
193 1,531
- 699
(28,690) (16,757)
2,417 1,452
(5,700) (157)
225 -
20,363 314,053
(64,652)  (380,064)
500 (2,500)
(273) (239)
- 2
(47,120) (67,453)
(32,627) (5,224)
(342) 1,245
63,903 67,882
30,934 63,903
30,182 51,399
752 12,509
- (5)
30,934 63,903

Marel hf., Consolidated Financial
Statements 31 December 2011

All amounts in EUR*1000
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Notes to the Consolidated Financial Statements

1 General information

Marel hf. ("the Company") is a limited liability company incorporated and domiciled in Iceland. The address of its
registered office is Austurhraun 9, Gardabaer.

The Consolidated Financial Statements of the Company as at and for the year ended 31 December 2011 comprise
the Company and its subsidiaries (together "the Group"). The Group is primarily involved in the manufacture,
development, distribution and sales of solutions for use in all major sectors of the food processing industry.

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

The Financial Statements as presented in this report are subject to the adoption by the Annual General Meeting of
Shareholders, to be held on 29 February 2012.

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

A. Statement of Compliance

The Consolidated Financial Statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union (EU) and additional Icelandic disclosure
requirements for consolidated financial information of listed companies in accordance with Icelandic Financial
Statements Act No. 3/2006 and rules for issuers of financial instruments in Nasdaq OMX in Iceland.

These Consolidated Financial Statements have been approved for issue by the board of directors on 1 February
2012.

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.

B. Basis of Measurement

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 or other comprehensive income.

C. 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 Euro (EUR), which is the Group's reporting
currency. All financial information presented in Euro has been rounded to the nearest thousand.



D. Use of estimates and judgements

The preparation of the Consolidated 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 Group's
accounting policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the Consolidated Financial Statements are disclosed in note 4.

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

E. Changes in accounting policies
Standards, amendments and interpretations to existing standards that are not yet effective have not been early
adopted by the Group.

The following standards and amendments to existing standards have been published but have an effective date on or
after 1 January 2011 and have not been early adopted in the Group’s accounting periods beginning on or after 1
January 2011:
- IFRIC 19, 'Extinguishing Financial liabilities with Equity Instruments' (effective from 1 July 2011). IFRIC 19
does not have an effect on the Group’s Consolidated Financial Statements of 2011.
- IAS 24 (Revised) 'Related Party transactions' (effective date 1 January 2011) has been adopted as per 1
January 2011 and has a limited effect on the Group’s Consolidated Financial Statements of 2011.
- IFRIC 14 (Amendment) 'The limit on a defined Benefit Asset, Minimum Funding requirements and their
interaction' (effective date 1 January 2011) has been adopted as per 1 January 2011 has a limited effect on
the Group’s Consolidated Financial Statements of 2011.

The Group has not applied the following new and revised IFRSs that have been issued but are not yet effective:

Amendments to IFRS 7 Disclosures — Transfers of Financial Assets®
IFRS 9 Financial Instruments?

IFRS 10 Consolidated Financial Statements®

IFRS 11 Joint Arrangements?

IFRS 12 Disclosure of Interests in Other Entities®

IFRS 13 Fair Value Measurement®

Amendments to IAS 1 Presentation of Items of Other Comprehensive Income®
Amendments to IAS 12 Deferred Tax — Recovery of Underlying Assets”
IAS 19 (as revised in 2011) Employee Benefits?

IAS 27 (as revised in 2011) Separate Financial Statements®

IAS 28 (as revised in 2011) Investments in Associates and Joint Ventures®

! Effective for annual periods beginning on or after 1 July 2011.
? Effective for annual periods beginning on or after 1 January 2013.
® Effective for annual periods beginning on or after 1 July 2012.
* Effective for annual periods beginning on or after 1 January 2012.

The impact on the Group's financial statements of these changes in guidelines is estimated to be limited.
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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 of an entity so as to obtain benefits from its activities 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.

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. 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 Consolidated Statement of Comprehensive Income.

Intercompany 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 non-controlling interests

Transactions that result in changes in ownership interests while retaining control are accounted for as transactions
with equity holders in their capacity as equity holders. As a result, no gain or loss on such changes is recognised in
profit or loss but rather in equity. Also, no change in the carrying amounts of assets (including goodwill) or liabilities is
recognised as a result of such transactions. This approach is consistent with NCI being a component of equity.

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 statement of
comprehensive income, 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 statement of comprehensive
income.



2.3 Segment reporting Notes to the Consolidated
Financial Statements

An operating segment is a component of the Group that engages in business activities from which it may earn

revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Group's

other components. All operating segments' operating results are reviewed regularly by the Group's CEO and strategic

decisions are based on these operating segments. The operating structure in the Group is developing further towards

the operating segments.

2.4  Foreign currency translation

Transactions and balances

Foreign currency transactions are translated into the respective functional currencies of Group entities, and from
there into the Group's reporting 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 statement of comprehensive income, except when deferred in equity as
permanent loan, 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 as well as all other
foreign exchange gains and losses are recognised immediately in the statement of comprehensive income within
'Finance income' or 'Finance costs'.

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 presented are translated at the closing rate at the date of that Consolidated Statement of
Financial Position;

(i) income and expenses for each statement of comprehensive income 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 (Translation reserve).

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, Translation reserve. When a foreign operation is partially disposed of or sold, exchange differences that were
recorded in other comprehensive income are recognised in the profit / loss for the period 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.

In case of a non-wholly-owned subsidiary, the relevant proportionate share of the translation difference is allocated to
the non-controlling interests. When a foreign operation is disposed of such that control, significant influence or joint
control is lost, the cumulative amount in the translation reserve related to that foreign operation is reclassified to profit

or loss as part of the gain or loss on disposal. When the Group disposes of only part of its interest in a subsidiary that Marel hf., Consolidated Financial
includes a foreign operation while retaining control, the relevant proportion of the cumulative amount is reattributed to Statements 31 December 2011
non-controlling interests. When the Group disposes of only part of its investment in an associate or joint venture that All amounts in EUR¥1000
includes a foreign operation while retaining significant influence or joint control, the relevant proportion of the unless otherwise stated.

cumulative amount is reclassified to profit or loss.
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Notes to the Consolidated 2.5 Property, plant and equipment

Financial Statements
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 Consolidated Statement of Comprehensive Income for the period 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:

— BUIINGS. e e raaas 30-50 years
—  Plant and MaChINEIY.......coouiiiiii et 4-15 years
—  VehiCleS & EQUIPMENT......cuiiiiiiiee ettt ettt e et e e e aeee e nneeeean 3-7 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 consolidated
statement of financial position 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 operating income in the statement of comprehensive income.

If revaluated assets are sold, the amounts included in other reserves are transferred to the statement of
comprehensive income.

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.

Marel hf., Consolidated Financial
Statements 31 December 2011

All amounts in EUR*1000
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2.6 Intangible assets Notes to the Consolidated
Financial Statements

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 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.

Patents & Trade name

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, or 11 years in case of trademarks, with the exception of one
particular case. These intangible assets are not revaluated.

Other intangible assets

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 measured reliably.

Directly attributable costs 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 Marel hf,, Consolidated Financial
can vary from31to 5 years. Statements 31 December 2011
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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: financial assets at fair value through profit or loss,
held-to-maturity financial assets, 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.

Financial assets at fair value through profit or loss

A financial asset is classified at fair value through profit or loss if it is classified as held for trading or is designated as
such upon initial recognition. Financial assets are designated at fair value through profit or loss if the Group manages
such investments and makes purchase and sale decisions based on their fair value in accordance with the Group’s
documented risk management or investment strategy. Upon initial recognition attributable transaction costs are
recognised in profit or loss as incurred. Financial assets at fair value through profit or loss are measured at fair value,
and changes therein are recognised in profit or loss. If the Group has the positive intent and ability to hold debt
securities to maturity, then such financial assets are classified as held-to-maturity.

Held-to-maturity financial assets

If the Group has the positive intent and ability to hold debt securities to maturity, then such financial assets are
classified as held to maturity. Held-to-maturity financial assets are recognised initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition held-to-maturity financial assets are measured at
amortised cost using the effective interest method, less any impairment losses. Any sale or reclassification of a more
than insignificant amount of held-to-maturity investments not close to their maturity would result in the reclassification
of all held-to-maturity investments as available for sale, and prevent the Group from classifying investment securities
as held to maturity for the current and the following two financial years.

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 reporting date.
These are classified as non-current assets. The group’s receivables comprise ‘receivables’ and ‘cash and cash
equivalents’ in the Consolidated Statement of Financial Position (notes 2.12 and 2.13) and are recognised initially at
fair value and subsequently measured at amortised cost.

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 recognised initially at fair value and included in non-current assets unless
management intends to dispose of the investment within 12 months of the reporting 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.
Receivables are carried at amortised cost using the effective interest method.

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 reporting 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 shareholders’ equity and recognised in the Consolidated Statement of
Comprehensive Income for the period. Impairment losses recognised in the Consolidated Statement of
Comprehensive Income for the period on equity instruments are not reversed through the Consolidated Statement of
Comprehensive Income for the period. Impairment testing of receivables is described in note 2.12.

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.

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

The fair value of investments 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
reporting date.

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
revaluated 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).

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.
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Movements on the hedging reserve in shareholders’ equity are shown in the statement of shareholders' equity. 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 other comprehensive income and presented in the hedging reserve in equity. The gain or loss relating
to the ineffective portion is recognised immediately in the statement of comprehensive income within Finance income
or Finance costs.

Amounts accumulated in equity are recycled in the Consolidated Statement of Comprehensive Income for the period
in the periods when the hedged item affects profit or loss. The gain or loss relating to the ineffective portion is
recognised in the Consolidated Statement of Comprehensive Income for the period within Finance income or Finance
costs.

However, when the forecast transaction that is hedged results in the recognition of a non-financial asset (for example,
inventory or non-current 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 non-current 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 shareholders' equity at that time remains in shareholders' equity and is
recognised when the forecast transaction is ultimately recognised in the statement of comprehensive income. 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 statement of comprehensive income within Finance income or Finance costs.

(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 other comprehensive income
and presented in the hedging reserve in equity. The gain or loss relating to the ineffective portion is recognised
immediately in the statement of comprehensive income within Finance income or Finance costs.

Gains and losses accumulated in shareholders' equity are included in the statement of comprehensive income 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 of these
derivative instruments are recognised immediately in the Consolidated Statement of Comprehensive Income within
Finance income or Finance costs.

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 reporting 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 reporting date.



2.10 Inventories

Inventories are stated at the lower of historical cost or net realisable value. Cost is determined using the weighted
average method and an adjustment to net realisable value is considered for items, which have not moved during the
last 12 months. 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 or losses on
qualifying cash flow hedges relating to production cost.

2.11 Production 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 reporting 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 or 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 or 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 90 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 statement of comprehensive income within Administrative expenses. When a trade receivable is
uncollectable, it is written off against the allowance account for trade receivables. Subsequent recoveries of amounts
previously written off are credited against Administrative expenses in the statement of comprehensive income.
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2.13 Cash and cash equivalents

Cash and cash equivalents include 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 Consolidated Statement of Financial Position.

Under the new financing agreement the long term aim is to decrease substantially the liquidity position in cash and
cash equivalents and use committed revolvers when needed.

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 shareholders' 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 shareholders 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 shareholders.

Private placements need to be approved by the shareholders in the Company‘s Annual General Meeting. Based on
such resolution, where the shareholders waive their pre-emptive rights, the Board of Directors can approve for a
private placement.

2.15 Trade payables

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

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 statement of comprehensive income 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 reporting date.

2.17 Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the statement of
comprehensive income, except to the extent that it relates to items recognised directly in shareholders' equity. In this
case, the tax on this item is included in deferred taxes; the net amount is recognised in shareholders' equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
reporting 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 are subject to interpretation and establishes provisions where appropriate on the basis of
amounts exnected 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 Notes to the Consolidated
bases of assets and liabilities and their carrying amounts in the financial statements. Deferred income tax is Financial Statements
determined using tax rates (and laws) that have been enacted or substantially enacted by reporting 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.

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 reporting 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 statement of comprehensive income, with a
corresponding adjustment to shareholders' equity. The proceeds received net of any directly attributable transaction
costs are credited to share capital (nominal value) and share premium when the options are exercised. The fair value
of the employee share options granted is measured using the Black-Scholes formula. Measurement inputs include
share price on measurement date, exercise price of the options, expected volatility (based on weighted average
historic volatility adjusted for changes expected due to publicly available information), weighted average expected life
of the instruments (based on historical experience and general option holder behaviour), expected dividends, and the
risk-free interest rate (based on government bonds). Service and non-market performance conditions attached to the
transactions are not taken into account in determining fair value.

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 condition
is met that 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.

Pension plans

Marel has several pension plans in accordance with local rules and conditions. Based on IAS 19, some of these
plans are classified as Defined Benefit plans. In general, these plans are funded by payments to insurance
companies or to funds administered by third parties. For the majority of its employees, the Group has pension plans
in which the liabilities to the employees are based on the number of years of service and the salary levels. The
liabilities of these pension plans are covered systematically by insurance contracts or by the inclusion of liabilities in
the statement of financial position. Investments are made primarily in fixed-interest securities, listed shares and Allamounts in EUR*1000
related instruments, and real estate. unless otherwise stated.

Marel hf., Consolidated Financial
Statements 31 December 2011

The most important defined benefit plan is administered by Stichting Pensioenfonds Stork (Stork Pension Fund
Foundation, SPF) up to and including 31 December 2011. This plan is transferred to Stichting Pensioenfonds van de
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Metalectro (industry-wide pension fund; PME) as per 1 January 2012. At 14 December 2011 the agreement of 7
October 2011 has become definitive; therefore the settlement of the plan has been accounted for in the Consolidated
Financial Statements of 2011. The coverage ratio is determined annually, based on actuarial calculations and
guidelines issued by the Dutch Central Bank. Taking into account the outcome of this determination, the pension
contributions are determined and if possible the conditional indexation is affected. Of the pension contributions as
determined annually, 50% are payable by the Group and 50% by the employee. At year-end 2011 the coverage ratio
of SPF was 94%, and of PME 90.7%.

The net liabilities of former-Stork companies arising out of Defined Benefit commitments are calculated separately for
each plan by estimating the pension benefits built up by the employees in exchange for their services in the financial
year and earlier periods. These pension benefits are discounted to determine their present value, from which the fair
value of the plan is deducted. The liability is calculated by means of the projected unit credit method. The discount
rate is the yield on the reporting date of AA credit rated corporate bonds that have maturity dates approximating
those of the Stork Defined Benefit obligation.

If the pension benefits of a plan have improved, the part of the improved pension benefits relating to the past service
by employees is recognised on a linear basis to the statement of comprehensive income over the average period
until the benefits become vested. To the extent that the benefits vest immediately, the expense is recognised
immediately in the statement of comprehensive income. Actuarial gains and losses in the calculation of the obligation
of the former Stork companies in respect of a pension plan, to the extent that any cumulative unrecognised actuarial
gains or losses exceed 10% of the greater of the present value of the defined benefit obligations or the fair value of
the plan assets, are recognised in the statement of comprehensive income over the average remaining period of
service of the employees participating in that plan. Otherwise the actuarial gain or loss is not recognised.

If the calculation results in a benefit, the recognised asset is limited to an amount maximally equal to the economic
benefits available. The calculation is performed by qualified actuaries. Assets resulting from actuarial losses are not
recognised. The Group applies an allowed alternative under IAS 19.58A and IAS 19.58B.

A defined contribution plan is a plan to provide benefits after retirement in which an entity makes fixed contributions
to a separate entity, and legally has no constructive obligation to make further contributions. Obligations relating to
defined contribution pension plans are charged to the statement of comprehensive income as employee
remuneration expenses when the contributions are payable. Contributions paid in advance are presented as assets
to the extent that cash repayment or a reduction in future contributions is available.

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 Group gives
guarantee on certain products and undertakes to repair or replace items that fail to perform satisfactorily. If 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 Notes to the Consolidated
Financial Statements

Revenue comprises the fair value for the sale of goods and services net of value-added tax, rebates 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 obtained 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 lease payment is charged to the statement of comprehensive income 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 statement of comprehensive income 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.
Marel hf., Consolidated Financial
Statements 31 December 2011
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3 Financial risk management
Financial risk factors

The Group’s activities expose to financial risk consisting of market risks (interest and currency risk), credit risk and
liquidity risk.

This note presents information about the Group’s exposure to each of the above mentioned risks, the Group’s
objectives, policies and processes for measuring and managing the risk. Further quantitative disclosures are included
throughout these Consolidated Financial Statements.

Risk management framework

Risk management is carried out by a central treasury department (Group Treasury) under policies and with
instruments approved by the Board of Directors. Group Treasury identifies, evaluates and hedges financial risks in
close co-operation with the Group’s operating units. The Group’s overall risk management program focuses on the
unpredictability of financial markets and seeks to minimize potential adverse effects on the Group’s financial
performance. The Group uses derivative financial instruments to hedge certain risk exposures and does not enter
into financial contracts for speculative purposes. Group Treasury and Corporate Control staff meet with CFO weekly
to monitor the risk management process.

(a) Market risk

In November 2010, the Group entered into a facilities agreement with six international banks, led by ING bank,
Rabobank and ABN Amro. The new financing structure provides the Group with a strong foundation for the future.
The single financing package consists of credit facilities amounting to EUR 350 million, to be drawn in currencies
reflecting the Group’s revenues and assets. The key elements of the financing are:

e Afive-year senior club loan and revolver, consisting of a EUR 135 million and a USD 115 million term loan
and EUR 100 million multicurrency revolver, with final maturity in November 2015. Initial interest terms are
EURIBOR/LIBOR + 300 bps, which are expected to decrease during the maturity of the loan.

e Ajunior club loan in the amount of EUR 30 million, with a six year maturity that can be converted into senior
ranking subject to the Group’s financial performance. Initial terms are EURIBOR/LIBOR + 500 bps.

The Group has reached a financing structure which can accomodate the Group’s financing requirements till 2015
with USD and EUR borrowings matching the Group’s exposure in these currencies to a large extent. The ISK risk in
borrowings is reduced to a minimum, amounting to EUR 7.6 million at 31 December 2011 (2010: EUR 7.5 million)
and will dissappear ultimately in February 2012 when bond issue MARL 06 1 matures.

(i) Foreign exchange risk

The Group operates internationally and is exposed to currency risk arising from mainly the USD and GBP, primarily
with respect to the EUR, as the EUR is the Group’s reporting currency. Financial exposure is hedged in accordance
with the Group’s general policy and within set limits. The Group monitors foreign exchange risk arising from
commercial transactions, recognized assets and liabilities (transaction risk) that are determined in a currency other
than the entity’s functional currency. Derivative hedging is applied if the exposure is outside of the risk tolerance
band on a consolidated basis. Currency exposure arising from net assets of the Group’s major foreign operations
(translation risk) is managed primarily through borrowings denominated in the relevant foreign currencies as the
policy is to apply natural exchange rate hedging where possible. Economic risk is defined as the extent to which
currency fluctuations can alter a company’s future operating cash flows, that is future revenues and costs. Economic
risk is not hedged.

The following table details the Group's sensitivity of transaction & translation risk to a 10% increase and decrease in
the EUR against the relevant foreign currencies. 10% is the sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents management's assessment of the reasonably possible



change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the period end for a 10% change in foreign currency rates. The
sensitivity analysis includes external loans as well as loans to foreign operations within the Group where the
denomination of the loan is in a currency other than the functional currency of the lender or the borrower. A positive

number below indicates an increase in profit or equity where the EUR strengthens 10% against the relevant currency.

For a 10% weakening of the EUR against the relevant currency, there would be a comparable impact on the profit or
equity, and the balances below would be opposite.

USDimpact GBP impact

PrOfIEOT (I0SS) wvueereirceieeieriesees ettt (913) (887)
EQUITY 1o veeercereee ettt 0 0

On the operational side, only a fraction of a percentage of revenues is denominated in ISK, while around 4.9% (2010:
4.6%) of costs is in ISK. In the past the Group had cash flow hedges to manage the risk originating in this imbalance.
These hedges were closed and settled in 2009.

The Group reduced in 2010 the currency risk from ISK denominated debt by converting to euro or equity and by
repurchasing ISK bonds in 2010. In 2011 2.7% of borrowings are in ISK compared to 2.3% at year end 2010 and will
dissappear ultimately in February 2012 when bond issue MARL 06 1 matures. Other borrowings are mostly in EUR
and USD.

Finance Capitalised

lease finance Other Total

Liabilities in currencyrecorded in EUR: liabilities charges  borrowings 2011
Liabilities iN DKK ... ssesessesssssssssessesssssesssssssnenns 108 0 9,597 9,705
Liabilities iN EUR ..ot ssss s ssssesssssees 0 (3,873) 165,000 161,127
Liabilities in ISK, partially index linked ...........cccocvenrninneneneenesceene 0 0 7,640 7,640
LiabilitieS iNUSD ..o ssssssssssssssesseses 113 (1,543) 104,247 102,817
Liabilities in OtNEr CUMTENCIES ....cocveviceceeceiee s 134 0 0 134
355 (5,416) 286,484 281,423

CUITENTMALUIES ..o (195) 1,382 (28,249) (27,062)
160 (4,034) 258,235 254,361
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Finance Capitalised

lease finance Other Total

Liabilities in currencyrecorded in EUR: liabilities charges borrowings 2010
LiabilitieS iN DKK ... 144 0 10,181 10,325
LiabilitieS in EUR ...t 0 (4,860) 223,051 218,191
LiabilitieS IN GBP .....ceviieieireiririer ettt ssees 20 0 0 20
Liabilities in ISK, partiallyindexlinked ....... 0 (23) 7,523 7,500
Liabilities in USD ... 200 (1,876) 86,021 84,345
Liabilities in Other CUITENCIES ..o 268 0 0 268
632 (6,759) 326,776 320,649

CUITENTMALUIES ..ottt (241) 1,011 (10,668) (9,898)
391 (5,748) 316,108 310,751

(i) Cash flow and fair value interest rate risk

The Group is exposed to interest rate risk on 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. The risk
is managed by maintaining a mix between fixed and floating interest rate on borrowings. The Group adopts a policy
of ensuring that between 50 — 70% of its exposure to changes in interest rates on core debt is hedged for the coming
3-5 years. Based on various scenarios, the Group manages its cash flow interest rate risk by using floating to fixed
interest rate swaps. Generally the Group raises long term borrowings at floating rates and swaps them into fixed
rates. Presently around 60% (2010: 57%) of the core debt has floating interest rates and the rest is fixed.

As at balance sheet date a total of EUR 145.6 million (2010: EUR 149.0 million) floating rate liabilities were swapped
into fixed interest rates. Under the interest rate swaps the company agrees with banks to exchange at specified
intervals (primarily quarterly) the difference between fixed contracts rates and floating rate interest amounts
calculated by reference to the agreed notional amounts. The interest rate swaps mature between 2013 — 2015. The
weighted fixed rate payable amounts to 3.60% (2010: 3.74%).

In 2008 the company started applying Cash flow hedge accounting to hedge the variability of interest cash outflows,
between settlement date and maturity date, due to the change in 3 months EURIBOR/LIBOR interest rates for the
Senior Secured Floating Rate Notes. Throughout the year 2011 as well as per year end the cash flow hedge
accounting relationships were effective.

The effective part of the fair value changes of the interest rate swaps amounted to a EUR 2.0 million loss net of
deferred taxes and was charged in other comprehensive income, resulting in a year end hedge reserve of EUR 9.3
million. In 2011 an amount of EUR 1.2 million was reclassified from Other Comprehensive Income to other finance
income. In 2011 no ineffectiveness was identified. The amounts deferred in equity at year-end are expected to affect
interest costs within the coming 4 years.

Among the actions taken to monitor the interest rate risk are stress tests to establish sensitivity to possible
movements in rates and how they might affect the Group's results.



(iii) Capital Management Notes to the Consolidated

The Board of Directors’ policy is to maintain a strong capital base so as to maintain investor, creditor and market Financial Statements
confidence and to sustain future development of the business. The Board monitors on leverage defined as Net Debt

divided by EBITDA as well as on the return on capital, which the Group defines as result from operating activities

divided by total Shareholders' Equity. The Board also monitors the level of dividends to ordinary shareholders.

The Board's target is to arrange for maximum 6% of total share capital for shares held by employees of the Group
under the stock option plans. At present employees will hold 4.55% (2010: 4.5%) of the shares, assuming that all
outstanding share options vest and / or are executed.

The Board seeks to maintain a balance between the higher returns on equity that might be possible with higher levels
of borrowings and the advantages and security of a sound capital position. The Group uses the leverage ratio in their

approach to capital management.

The Group's debt to adjusted capital ratio at the end of the reporting period was as follows:

2011 2010
TOLAl DOITOWINGS .vovuviiicieieisise st 281,423 320,649
Cash and cash equivalents, including restricted CaSh ... 30,934 63,908
NEBEDEDL ..ottt sttt b bbb bbbttt nen 250,489 256,741
TOTAI EQUILY wvvuereereereeseesseeseeee ettt s 373,471 343,269
Hedge Reserve ... (9,314) (7,300)
AJJUSTEA CAPITAL ... bbbt 364,157 335,969
Debtto adjusted CAPItal FALIO .....c..cvvcieieicieie bbb en 0.69 0.76

From time to time the Group purchases its own shares on the market; the timing of these purchases depends on the
requirement to settle employee’s stock option exercises. Primarily the shares are intended to be used for issuing
shares under the Group's share option plans. Buy and sell decisions are taken by the Board of Directors. Based on a
motion approved in the Annual General Meeting of shareholders, the Board of Directors can acquire up to 10% of its
own shares at a price which is no higher than 10% over and no lower than 10% under the posted average price of
shares in the Company for the two weeks immediately preceding the acquisition.

(iv) Insurance

The Group maintains global and local insurance programs. The coverage comprises property damage, business
interruption, general and product liability, marine cargo/mounting, directors’ and officers’ liability, employers practice
liability, business travel and accident. The Group believes that its current insurance coverage is adequate.

(b) Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty fails to meet its contractual
obligations. 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. Each customer has a set credit limit and the utilization of the credit limit is regularly

monitored.

Marel hf., Consolidated Financial
Statements 31 December 2011
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Notes to the Consolidated Exposure to credit risk
Financial Statements The carrying amount of financial assets represents the maximum credit risk exposure. The maximum exposure to

credit risk at the reporting date was:
Carrying amount

2011 2010

Note
TrAUE TECEIVADIES ...ttt ettt bt a ettt en st sen sttt et s e 14 80,612 91,449
Other recievables and PrEPAYMENLS ......c.uuiirrrirereeeses et sss s ss st ssssssses 14 28,051 27,815
[RAST (o (=10 [ o7 1= [T 19 752 12,509
INEE CASH .ottt bbb 19 30,182 51,399

139,597 183,172

No credit limits were exceeded during the reporting period, and management does not expect any losses from non-
performance by these counterparties.

The Group has no significant concentrations of credit risk. The Group has policies in place to ensure that sales of
products and services are made to customers with an appropriate credit history and products are not delivered until
payments are secured. The Group establishes an allowance for impairment that represents its estimate of incurred
losses in respect of trade and other receivables. Marel has banking relations with a diversified set of financial
institutions around the world, including one Icelandic bank. The Group has policies that limit the amount of credit
exposure to any one financial institution and has ISDA agreements in place with counterparties in derivative

transactions.

(c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and committed credit facilities to give
reasonable operating headroom. Due to the dynamic nature of the underlying businesses, the Group aims to

maintain flexibility in funding by maintaining availability under committed credit lines. The Group has EUR 100 million
of committed ancillary facilities, which can be used both as a revolver and to issue guarantees for down payments. At
year end the group had drawn EUR 25.4 million (2010: EUR 58.0 million) on the revolver and issued EUR 41.1 million
(2010: 25.0 million) of guarantees under the facility, therefore the total usage is EUR 66.4 million (2010: 83.0 million),
leaving a headroom of EUR 33.5 million (2010: EUR 17.0 million). All facilities are subject to operational and
Consolidated Statement of Financial Position covenants (interest cover and leverage). At the end of 2011 there is
sufficient headroom.

Cash flow forecasts are done at the local levels and monitored by Group Treasury. Group liquidity reports are viewed
by management on a weekly basis. The Group has recently set up a notional cash pool with the aim of making better
use of the group cash position and to further decrease the amount of idle cash.

Marel hf., Consolidated Financial
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The table below analyses our cash outflows per maturity group based on the remaining period at balance sheet date
to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows.

Lessthan1 Between 1 Ower 5
At 31 December 2011 year and 5 years years
BOITOWINGS .vvvtvvvvesseveesseesssssessessssesssssssessssseessssseessssssssssssssssss 155811588 (19,228)  (247,228) (6,973)
[NTEIESE ON DOITOWINGS vvvvvrvevvesseerressssseesssssessssssesssssssss s (11,476) (25,525) (1,137)
Debentures ..... (7,639) 0 0
FINANCE 18ASE HIADIHES cvvvvvvvssrvvrssrvessssrsssssessssssesssssssssssssssessssssesssssssssssssssssssessssssssssssssssssssssssssssssssssssssssssssssssseses (195) (160) 0
Trade and OtET PAYADIES ...occ.veeeeessimeereesssssersesssssssessssssssssssesssssssssssssssssssssssssssssss s sssssssssssssssssssssssssssssss s (125,570) 0 0
[VEEIESTFAIE SWADS .vvvvssevvvrreesssseeesesssssssssesssssssesseesssssssssesssssss s sssssss s 58558 (3,931) (8,488) 0
Total (168,039)  (281,401) (8,110)
At 31 December 2010
BOITOWINGS ©.vvvvvesssvvssvesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssesssssssssssss 58 sessss s ssss s s s (9,657)  (265,590) (37,247)
INTETESE ON DOITOWINGS vvvvvevsevvressesressssssessssssesssssesssssssssssssssssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssesses (12,197) (36,769) (1,368)
DIBDBINUES ....veeeeeeeeeeeeessssseeeesssssssseesssssesseessssse 882250 0 (7522) 0
FINANCE 18ASE NADIIITES 1vvvssvvvvvvrvssssvvrsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss (247) (392) 0
Trade AN OMET PAYADIES wooevevvrererresnerrsssssssssssssssssesssssssssessssssssssssssssssssssssssssssssessssssssssssssssssssessssssssssssssssssesssssesses (107,783) 0 0
IIVEETESE TAIE SWAPS .vvvesevvvesseseressesseessssssesssssessssssessssssssssssssss s (5,188) (5,799) 0
Total (135,066)  (316,072) (38,615)

Fair value estimation
Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss, and
the Group does not designate derivatives (interest rate swaps) as hedging instruments under a fair value hedge
accounting model (references made to note 24). Therefore a change in interest rates at the reporting date would not

affect profit or loss.

Cash flow sensitivity analysis for variable rate instruments

At year-end 2011, if EURIBOR interest rates had been 25 basis points higher/lower with all other variables held

constant, post-tax profit for the year would have been EUR 253 (2010: EUR 367) higher/lower.

At year-end 2011, if US LIBOR interest rates had been 25 basis points higher/lower, with all other variables held

constant, post-tax profit for the year would have been EUR 138 (2010:EUR 136) higher/lower.

The fair value of 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 borrowings rate of 5.11% (2010: 5.58%).

The fair value of the finance lease liabilities 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 average interest rate of

7.99% (2010: 7.99%).
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The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of financial

position, are as follows:

Fair value- Other Total

hedging  Loans & financial carrying
2011 Note instruments receiables liabilities amount  Fair Value
Cash and cash equivalents 19 0 30,934 0 30,934 30,934
RECEIVADIES .oovvvevrvrsiriersensnssssssssisssssessssssessnssssssesssssssses 14 0 108663 0 108,663 108,663

0 139,597 0 139,597 139,597

Interest rate swaps USed for NEAging .......veeesrveessmeessssmsessssssessssnee 24 (12,419) 0 0 (12,419) (12,419)
SECUTEd DANKIOANS ..ooovvcvvvsrrnssressirssssssssessssesssessssssssssssssssessns 21 0 0  (261253) (261,253)  (261,253)
DEDENIUIES wovvvvsvvvsssvrssrssssessnsssssessssssssssssssssssssssssssssssssssssssssssssns 21 0 0 (7,639) (7,639) (7,639)
FINance 18aSe ADIIES ........vwvvvecsmssesssssessssssssssssssssssssssssesssssseses 21 0 0 (355) (355) (355)
UNSECUTEd DANK 10BN .ovvvvvvvvrssvvrssivnssssssssssssssssssssssssssssssssssssssssssssens 21 0 0 (12,176) (12,176) (12,176)
Trade and Other PAYADIES .....co.uvweverermmeverresssmieesssssssssssessssssesssesssenns 25 0 0  (125570) (125570)  (125570)

(12,419) 0 (406992) (419413)  (419413)
2010
Cash and cash eQUIVAIENLS ......c.vwemeemmmiesmsmeessmessssmssssssssssssnee
RECEIVADIES ..ovovvvrcrivcerresssseensssssmnes s ssssssssssssssssssess 14 0 119,264 119,264 119,264

0 119,264 119,264 119,264

Interest rate swaps used for Nedging .......ovvcvvvesivsessivssssssesnnn 24 (11,028) 0 0 (11,028) (11,028)
SECUEd DANKI0@NS .vccvvvvvvrvvrrssirresssvrssssessssissssssssssssssssssssssssssesses 21 0 0  (300860) (300,860)  (300,860)
DEDENIUIES ..oovvvvvrciierresssneensessssnes s ssssssssssess 21 0 0 (7,522) (7,522) (7,522)
FINANCe 188SE IADIIHES .vvvvvvvvesvvvrrsssevrrssrssrsssssssssssssesssssssssssssesssssssses 21 0 0 (633) (633) (633)
Unsecured bank loan ...... 21 0 0 (11,634) (11,634) (11,634)
Trade and other payables 25 0 0  (107,783)  (107,783)  (107,783)
BaNK OVEIATAt ...vvoocvvvescvsccssss s 19 0 0 (5) (5) (5)

(11,028) 0 (428437) (439465)  (439,465)




The group measures fair values using the following fair value hierarchy that reflects the significance of the inputs Notes to the Consolidated
used in making measurements: Financial Statements

Level 1:
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 reporting date. The quoted market price used for financial assets held by the
Group is the current bid price.

Level 2:

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 reporting date. These valuation techniques are based on observable inputs, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

Level 3:
Valuation techniques using significant unobservable inputs.

The table below analyses financial instruments, measured at fair value at the end of the reporting period, by the level
in the fair value hierarchy into which the fair value measurement is categorised:

At 31 December 2011 level 1 level 2 level 3 Total
Derrivate liabilities held for risk ManagemMENt .......c..vvvmmmvmmmrmsmsmsmsssssssssmssssssssmsssssssssssssssses 0 12,419 0 12,419
At 31 December 2010

Derrivate liabiliies held for risk MANAGEMENT .......cvvvrerrrsimerssssmeessssmessssssssssssmssssssssssssssrsssssssens 0 11,028 0 11,028

No financial instruments were transferred from Level 1 to Level 2, or from Level 2 to Level 3 of the fair value
hierarchy.

Marel hf., Consolidated Financial
Statements 31 December 2011

All amounts in EUR*1000
unless otherwise stated.
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4 Critical accounting estimates and assumptions

Estimates and judgements are continuously 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 actual results will, by definition, seldom be exactly
equal to the related accounting estimates used.

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

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
calculations. These calculations require the use of estimates (note 12).

The Group tests annually whether financial assets have suffered any impairment, in accordance with the accounting
policy stated in note 2.8. The recoverable amounts of cash-generating units have been determined based on value in
use calculation. These calculations require the use of estimates.

(b) Income taxes

The Group is subject to income taxes in numerous jurisdictions. Significant judgement 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 reporting date. The Group uses
discounted cash flow analysis for available-for-sale financial assets that are not traded in active markets.

(d) Capitalised development cost

The recoverability of the capitalised development cost is tested regularly, to verify if expected future economic
benefits justify the values captured in the intangible fixed assets. The Group uses discounted cash flow analysis for
this purpose.

(e) Revenue recognition

The Group uses the percentage-of-completion method in accounting for its revenues for 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.



Carrying amounts of the items mentioned above:

Notes to the Consolidated

Financial Statements

2011 2010
Assets Liabilities Assets Liabilities
GOOAWIIL .ot 380,419 0 379,879 0
Other intangible assets ... 100,073 0 92,884 0
Current and deferred iNCOME tAXES ........ccoveeeereevevieieeeeeee s 11,567 10,998 12,619 6,549
Financial INSTTUMENTS ....c.cvviiiceeecer ettt 0 12,419 0 11,028
Assets & liabilities held for Sale ... 555 0 598 0
INVESIMENLS IN ASSOCIALES ..o 109 0 109 0
Production CONTACLS ........ccoeeveinininissses s 38,046 64,029 18,354 78,306
5 Segment information
Business segments
The segments comprise the industries, which form the basis for managerial decision taking.
The Group does not allocate financial income and expenses between business segments. The segments are held
responsible for the result from operations. Decisions on Tax and Financing structures are taken on corporate level.
Inter-segment transfers or transactions are entered into under at arm’s length terms and conditions comparable to
those available to unrelated parties.
The segment information for the year ended 31 December 2011 is as follows:
Further
Fish Poultry Meat Processing Others Total
Total gross SegmMent reVENUES ........vvwrveererrerreesresnnens 122,348 373,808 108,117 146,686 6,556 757,515
INtEr-SEgMENT FEVENUES ....vvvvereeeirrirseeeeesseseesssesneens (14,382) (6,978) (20,047) (47,729) (22) (89,158)
107,966 366,830 88,070 98,957 6,534 668,357
Result from Operations ..........ccemeemeernneneensessnesenes 12,672 46,219 6,864 7,173 (10,762) 62,166
FINANCE COSS = NEL ... (18,108)
Result before income tax 44,058
INCOME tAX w.vvevvreerirreiesesser sttt ssssnsens (9,595)
Profit for the period 34,463
ASSELS oo 76,979 228,094 96,963 93,024 382,758 877,818 Marel hf,, Consolidated Financial
Depreciation and amortisation . (3,522) (9,781) (3,824) (5,459) (2,254) (24,840) Statements 31 December 2011

All amounts in EUR*1000

The Others segment includes the holdings (with the extraordinary pension costs of EUR 10,101) and a packaging unless otherwise stated.

company, which was not part of the Food & Dairy activities divestment in 2010.
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Total gross segment revenues
Inter-segment revenues .......

Result from OPErations ...........corereeeeressernsesreessien
FINANCE COSS = NEL ..ovvvvvreverrerereerseeessssssessssessneeseens

Result before income tax
[INCOMEB TAX c.vvveierertce ettt anes
Profit for the period

The segment information for the year ended 31 December 2010 is as follows:

Further

Fish Poultry Meat Processing Others Total
93,986 327,833 108,301 101,580 26,948 659,148
(2,503) (13,665) (16,827) (24,550) (1,182) (58,727)
91,483 314,168 91,974 77,030 25,766 600,421
9,754 44,395 7,234 2,414 (6,463) 57,334
(42,096)

15,238
(1,612)

13,626

73,973 212,247 110,083 82,711 398,609 877,623
(3,589) (10,244) (4,328) (4,691) (1,990) (24,842)

Result from operations of the Other Segment include EUR 7.6 million pension recovery premium and EUR 0.7 million
profit of the divested businesses of Carnitech A/S and the Stork Food & Dairy Systems group up to and including the
closing of the divestment, of which EUR 0.3 million transaction result. Furthermore, the Others segment includes the
holding companies and a Food & Dairy company which was not part of the divestment.



Geographical information

The Group’s four business segments operate in four main geographical areas, even though they are managed on a
worldwide basis.

The home country of the Group is Iceland. The two main operating companies are located in Iceland and the
Netherlands, however, these companies realize most of their revenues in other countries.

Revenues, allocated based on country where the customer is located. 2011 2010
(01T o OO 2,779 3,195
The Netherlands 26,743 15,860
Europe other .... 277,062 303,431
North America .. 145,675 176,371
Other countries 216,098 101,564

668,357 600,421

Total assets

[CRIANT <..ovoovesst s RER RS R ARt 226,060 199,826
The Netherlands .. . 483,504 472,206
(0L aT=T A oT0 TV (4= 168,254 205,591

877,818 877,623

Capital expenditure

[[07=T = 4o [T 5,145 3,024
THE NEINEHANUS .ot b st s bbbttt snes 14,671 10,253
(013 T=T A oT0 TV (4= 9,749 9,578

29,565 22,855

6 Other operating income (expenses)

2011

Stork Pension Fund (SPF), the Dutch company Stork BV and a number of companies that were formerly part of the
Stork group have agreed that the industry-wide pension fund PME will take over the execution of the pension plan
from SPF as of 1 January 2012. Marel is party to the agreement due to its acquisition of Stork Food Systems.

A key part of the agreement is a new execution agreement on pension arrangements, which safeguards employees*
interests to the extent possible and which is beneficial to Marel as it reduces open-ended financial exposure to
pension obligations. The costs for Marel of the pension related issues amounted to EUR 11.0 million, booked in Q2.

2010

The result of the divestments of Stork Food & Dairy systems and Carnitech A/S in the first quarter of 2010 are
included in the other operating income for an amount of EUR 0.3 million.

During 2008 the Stork Pension Fund was in a situation of underfunding (coverage ratio end of 2008 was below the
required 104.5%). As a consequence the pension fund was required by the Dutch Central Bank to make a recovery
plan in 2009. To close the discussions, Marel has accepted the amount of recovery premium of EUR 8 million, to be
paid in a 3 year period (2009 EUR 4 million, 2010 and 2011 EUR 2 million each). In 2010 the full costs for the
recovery plan are included in other operational income (expenses), of which up to end of December 2011 EUR 7.8
million is paid to the pension fund and EUR 0.2 million is provided for in the Consolidated Statement of Financial
Position under current liabilities.

Notes to the Consolidated

Financial Statements
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7 Net finance costs

Finance costs: 2011 2010
INTEIEST ON DOMTOWINGS ..o (16,632) (28,022)
INtEreSt 0N fINANCE TRASES ... (21) (32)
Other fINANCE EXPENSES ...ttt (1,884) (11,663)
Net foreign exchange tranSaCtioN I0SSES .......cviiriririeiee e (1,315) (3,295)
SUDTOLAI FINANCE COSES ...ttt bbbt (19,852) (43,012)

Finance income:

INTEIESTINCOIME ...ttt e ettt et bttt et et e b et et e s e ae b e s e sess s et e s e bebeseseas e s s s s s annanas 515 916
Other fINANCE INCOME ...ttt ettt b e se st s st e b se b e b et et e be st et e et ebess st ebe e s bt ebenis 1,229 0
Subtotal Finance income 1,744 916
NET FINANCE COSTS vttt es st e e st s e e se s et es et e e nnnnsnens (18,108) (42,096)

Other finance expenses/income consists of:

As a result of the refinancing in 2010 an amount of EUR 6,995 of capitalized finance charges related to the former
financing agreements were written off to the Consolidated Statement of Comprehensive Income. Finance costs
related to the new financing agreement were capitalised. The amortisation of capitalised finance charges in 2011
amounted to EUR 1,345 (2010: EUR 2,331).

In 2010 EUR 1,455 was recorded in other finance expenses, these expenses were related to a terminated hedge
relation in the amount of EUR 226 and the remainder of EUR 1,229 was related to the current hedge relation. All
cash flows arising from the current hedge relation are effective and are accounted for as interest on borrowings
therefore the ineffecitivity is no longer in place. As a result the 2010 finance expenses of EUR 1,229 are released in
other finance income in 2011.



8 Staff costs

Salaries & Wages
Related expenses

Postretirement COStS ......ocovreiveereeriennnas

Staff costs analyses as follows in the Consolidated Statement of Comprehensive Income:

COoStOfSAIES .o
Selling and marketing expenses ...............

Research and development expenses ...

Administrative eXpenSses ......cvvenrneeeen.

Average number of Full Time Equivalents

2011 2010
174,707 160,076
21,989 19,924
13,114 10,315
209,810 190,315
96,180 87,026
50,594 45,400
30,302 28,565
32,732 29,324
209,810 190,315
3,726 3,359
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9 Income Tax

2011 2010

CUITENTEAX ..ot nees (3,950) (2,577)
DIBIEITEU 18X 1.vvvrterieiseiree ettt s (5,645) 965
(9,595) (1,612)

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:

Reconciliation of effective income tax 2011 2010

% %
Result DEfore iNCOME taX ....ccoveviiicciieccce et 44,058 15,238
Income tax using Iceland rate .........cocernrncneeirncneneeee e (8,812) 20.0 (2,743) 18.0
Effect taxrates in other juriSAiCHONS ........cccocrererrenerenireereeeeeenes (2,362) 5.4 (1,865) 12.2
Weighted average applicable taX ... (11,174) 254 (4,608) 30.2
FXEffECt ICEIANT ... 31 0.1) 172 (1.1)
RED taXINCENTIVES ..ottt 2,137 (4.9) 1,526 (10.0)
Permanent differ€NCES ..o e 385 (0.9) 1,604 (10.5)
Tax10SSes (UN)ECOGNISEU ......ccrvereieririeiniieeeesies e (217) 0.5 431 (2.8)
IMpairment Of tAX I0SSES ... e (944) 2.1 (454) 3.0
Effect of taxrate Changes ... 141 0.3) 0 0.0
Effect of discontinued 0perations ... 0 0.0 (428) 2.8
OIS oo 46 (0.1) 145 (1.0)
Tax charge included in the profit for the period (9,595) 21.7 (1,612) 10.6




10 Earnings per share Notes to the Consolidated
Financial Statements

Basic earnings per share is calculated by dividing the net profit attributable to share 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.

2011 2010
Net profit attributable t0 ShAr€holdErS ..o 34,463 13,626
Weighted average number of outstanding shares in issue (thousands) .........c.ccerrrneninnenenenns 733,944 727,410
Basic earnings per share (EUR CENLPEI SNAME) ..o essnses 4.70 1.87

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.

2011 2010
Net profit used to determine diluted arnings PEr SNAre .........ccocoevveveeiecesie e 34,463 13,626
Weighted average number of outstanding shares in issue (thousands) .........c.cccevneneniencnenenns 733,944 727,410
Adjustments for share options ((NOUSANTS) .....ccueveeiurierirririieieireieeeerei et sneees 7,135 2,311
Weighted average number of outstanding shares for diluted earnings per share (thousands) ...... 741,079 729,721
Diluted earnings per Share (EUR CENL) ...ttt snssesans 4.65 1.87

Marel hf., Consolidated Financial
Statements 31 December 2011

All amounts in EUR*1000
unless otherwise stated.
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11 Property, plant and equipment

At 1 January 2010

COST ettt
Accumulated depreCiation ...t
NetbBOoOK @aMOUNL ...

Year ended 31 December 2010

Opening Netbook amMOUNt ...
RECIASSIfICAIONS ..o
Exchange differences ....
AAITIONS e
DiISPOSAIS .ttt
Reclassification to intangible aSSets ...
Depreciation ChArge ...t
Closing NEthOOK @aMOUNT ..o s

At 1 January 2011

COST s
Accumulated depreCiation ...
NetDOOK @MOUNT ...

Year ended 31 December 2011

Opening Netbook amMOUNT ...
Exchange differences ............
AQAITIONS oo
DiISPOSAIS et
Depreciation Charge ...
Closing NethooK amOUNt ..o

At 31 December 2011

Accumulated depPreCiation ...
NEetDOOK @MOUNT ... s

Land & Plant&  Vehicles &

buildings  machinery  equipment Total
110,004 56,653 51,962 218,619
(23,701) (37,416) (42,176) (103,293)
86,303 19,237 9,786 115,326
86,303 19,237 9,786 115,326
1 220 (205) 16

937 1,345 524 2,806

703 2,081 1,961 4,745
(652) (222) (323) (1,2197)

0 (194) 0 (194)
(3,130) (5,564) (3,390) (12,084)
84,162 16,903 8,353 109,418
111,288 57,989 43,182 212,459
(27,126) (41,086) (34,829) (103,041)
84,162 16,903 8,353 109,418
84,162 16,903 8,353 109,418
449 133 259 841
662 5,409 2,779 8,850
156 17) (261) (122)
(3,057) (4,676) (3,166) (10,899)
82,372 17,752 7,964 108,088
112,621 63,895 44,800 221,316
(30,249) (46,143) (36,836) (113,228)
82,372 17,752 7,964 108,088




Depreciation of property, plant and equipment analyses as follows in the Consolidated Statement of Comprehensive

Income:
2011 2010
COSTOFSAIBS .ot 6,932 7,843
Selling and Marketing EXPENSES ... 800 890
Research and developmMENT EXDENSES ... 359 381
ADMINISIFALIVE EXPDENSES ....ueieiriiieiieire ettt ettt s e s bbb bbbt 2,808 2,970
10,899 12,084

As of 31 December 2011 mortgages included in interest bearing debt amounted to EUR 9,597 (2010: EUR 10,181),

which are secured against a pledge on the real estate for the amount of EUR 12,406 (2010: EUR 12,374).
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12 Intangible Assets

At 1 January 2010

COST ittt
Accumulated amortiSation ........c.coceeveeeeenveeireseeieenns
Netbhook amount ...

Year ended 31 December 2010

Opening netbook amount ........cccccveeenenieeneniennns
Exchange differences ........ooveveinieeneisseee e
Acquisitions - internally developed ..........cooenevinininennes
Reclassification from tangible assets ...
AMOrtiSation CArge ...
Closing net book amount ...

At 1 January 2011

COST e
Accumulated depreciation ...
Net DOOK @MOUNL ...

Year ended 31 December 2011

Opening net book amount ........ccccvreenenieneninnnenns
COITECHON oot
Exchange differences ...
Acquisitions - internally developed ...........cooevevinininennes
DiISPOSAIS ..o
Amortisation Charge ...
Closing net book amount ...

At 31 December 2011

Developm. Patents & Other  Total other

Goodwill costs Trade name Intangibles Intangibles
377,959 49,628 48,566 9,554 107,748
0 (13,811) (5,443) (3,061) (22,315)
377,959 35,817 43,123 6,493 85,433
377,959 35,817 43,123 6,493 85,433
1,692 85 1,904 (84) 1,905
228 16,121 0 1,989 18,110

0 0 0 194 194

0 (9,110) (2,622) (1,026) (12,758)
379,879 42,913 42,405 7,566 92,884
379,879 66,132 50,701 10,814 127,647
0 (23,219) (8,296) (3,248) (34,763)
379,879 42,913 42,405 7,566 92,884
379,879 42,913 42,405 7,566 92,884
(472) (4) 0 ) (6)
671 345 633 (29) 949

341 16,565 0 3,809 20,374

0 (107) 0 (79) (186)

0 (8,845) (3,437) (1,660) (13,942)
380,419 50,867 39,601 9,605 100,073
380,419 80,305 51,661 14,480 146,446
0 (29,438) (12,060) (4,875) (46,373)
380,419 50,867 39,601 9,605 100,073




Amortisation of intangible assets analyses as follows in the Consolidated Statement of Comprehensive Income:

2011 2010

COSTOF SAIES .ot 71 59
Selling and Marketing EXPENSES .....cuierrerrerirereeereers et ss e st ns s sentnen 54 78
Research and developMENt EXDENSES ...ttt 10,432 9,963
AMINISTTALIVE BXDENSES ..vuerreeireisreiessseisessesesssssssssessesssssse st sss st ssess st sessassessssssessassassssssasssessessesssssnssnsses 3,385 2,658
13,942 12,758

Impairment of Goodwill
Goodwill is allocated to the Group's Cash Generating Units (CGUSs). In 2011 the CGUs are defined as the business
units, as was done in 2010. The test includes all fixed assets and net working capital.

The recoverable amount of the CGU is determined using the discounted cash flow (DCF) method 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 and EBITDA margins as shown in the table below, as well as a pre-tax
discount rate of 10.0% and a post-tax discount rate of 9.6%. The growth rate does not exceed the long-term average
growth rate for the business in which the CGU operates. The recoverable amount is based on value in use.

Since the outcome of the impairment testing exceeded the carrying amounts with more than 10%, sensitivity testing is
not required. Except for the discount rate, the assumptions were not changed compared to last year. Based on the
outcome of these calculations impairment is not required.

The key assumptions used for the impairment tests are listed below. The amounts of goodwill as per year-end
showed minor differences, caused mainly by currency translation. The impairment tests will therefore not result in a
different conclusion.

Marel Poultry Further
2011 Marel ehf. Limited Processing Processing
Goodwill 86,027 8,164 272,635 11,213
EBITDAMAIGIN coocvrvrireieiseseeeisesisssesesssssssssssesssssssssssessssssssssssessesssssssssnes ! 16.5% 15.5% 16.6% 14.1%
GIOWEN T ...oooscvvvveee s z 3.0% 3.0% 3.0% 3.0%
DISCOUNTTALE ...ttt s 9.6% 9.6% 9.6% 9.6%
The key assumptions used for the impairment test in 2010 are:

Marel Poultry Further
2010 Marel ehf. Limited Processing Processing
Goodwill 85,526 8,259 273,101 11,331
EBITDAMAIGIN coovoceeereieceeereeeieeeseeseeeesssesssseesessssssesessessesssssssssessessssssessses ! 16.5% 15.5% 16.6% 14.1%
GIOWN TALE ©.vvveevecereiseiseeese sttt sttt 2 3.0% 3.0% 3.0% 3.0%
DISCOUNTTALE ...evviiiiceec e 8 9.7% 9.7% 9.7% 9.7%

b Average budgeted EBITDA Margin.
2 Weighted average growth rate used to extrapolate cash flows beyond budget period.
% Discount rate applied to the cash flow projections.
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13 Investments in associates

2011 2010
Beginning 0f te PEIIOT ... 109 97
AddItIONS (IMPAIMMENTS) ...ttt bbbt bbb bttt bbb e e et aes 0 12
ENG O PEIIOM ..ot b bbbt 109 109
14 Receivables
Currentreceivables and pre-payments: 2011 2010
TradE FECEIVADIES ... bbbt 84,059 95,330
Less: write-down t0 Net-realiSable VAIUE ... (3,447) (3,881)
Trade reCEIVADIES - NET ...t 80,612 91,449
(TSRS oo g ot UL = L i oL (T o S (3,115) (3,669)
Current Portion 77,497 87,780
Other receivables and pre-payments
PIE-PAYIMENTS ...ttt bbb b b e e b st e b b et e s bbb bt e bbbt et b e 6,445 7,120
OthEr TECEIVADIES ...ttt 21,606 20,695
28,051 27,815

All non-current receivables are due within four years from the reporting date.

The carrying amounts of receivables and pre-payments approximate their fair value. Trade receivables that are less
than 90 days past due are not considered impaired. As of 31 December 2011, trade receivables of EUR 18,697
(2010: EUR 21,969) 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 2011, trade receivables of EUR 13,413 (2010: EUR 13,970)
were tested for impairment and written down when necessary. The amount of the write-down to net-realisable value
was EUR 3,447 as of 31 December 2011 (2010: EUR 3,881). The individually impaired receivables mainly relate to
customers, which are in unexpectedly difficult economic situations. It was assessed that a portion of the receivables
over 90 days is expected to be recovered.

The ageing of these receivables is as follows:

2011 2010
Provision Provision
Gross for Gross for
amount Impairment amount Impairment
UP 10 90 JAYS ouvvrrircerrisisise e sssssss sttt sssssssssssssssssssssesssesssnnss 73,436 0 80,011 0
OVET 90 TAYS .voovvereeersrereireiesse st sesssssssssssas 10,623 (3,447) 15,319 (3,881)
84,059 (3,447) 95,330 (3,881)




The carrying amounts of the Group’s trade and other receivables (current portion) are denominated in the following

currencies:

[0S L] OO
L0 0T o TR
OENEI CUITENCIES .ottt bbbttt et s s s s s s s s b et et et et et e s et as s s s st et st st ss s s s nssanaetesetatas

[ {01V ] o] o OO

Movements on the Group receivables impaired to net-realisable value are as follows:

AL JANUATY oottt eese e s8££
Provision for receivables impairment
Receivables written off during the year as UnCOllECHDIE ... s
UNUSEA AMOUNES TEVEISEA .....vvuviiiririiieieeisesisisessss bbbt
AL3L DECEIMDET ..ottt

The impairment to net-realisable value and reversals has been included in Administrative expenses in the

Consolidated Statement of Comprehensive Income.

The other classes within trade and pre-payments do not contain impaired assets.

2011 2010
51,025 54,111
9,343 20,257
8,300 3,771
12,276 13,522
80,944 91,661
(3,447) (3,881)
77,497 87,780
2011 2010
3,881 3,841
1,175 1,377
(1,058) (283)
(551) (1,054)
3,447 3,881
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15 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:

At 1 January 2010 7,085
Divestments / aSSEtS NEIA fOF SAIE ..o bbb bbb s (563)
Exchange differences and changes Within the GIOUP ...ttt sssssssessssenens 625
Consolidated Statement of Comprehensive Income charge (excluding rate change) .........ccovvereneneneersieneneennens 669
EffeCt Of CHANGE IN TAXTALES ...eieieeceeee bbb bbb bbb 297
Hedge reserve & translation reserve directly booked through @qUILY .......coceieririrncncnic s (323)
L 10 T=T £SO (96)
At 31 December 2010 7,694
At 1 January 2011 7,694
Exchange differences and changes Within the GIOUP .........c.ceiririnesses et ssssessssenens 156

Consolidated Statement of Comprehensive Income charge (excluding rate change) ...... (5,798)
Effect of Change in TAXTALES ..o 153
Hedge reserve & translation reserve directly booked through €QUILY ........c.ceeiininieeeeeeeceenes 657
At 31 December 2011 2,862

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The
following amounts, determined after appropriate offsetting, are shown in the Consolidated Statement of Financial
Position:

The deferred tax charged / (credited) to equity during the period is as follows: 2011 2010
Fair value reserves in shareholders' equity
- Translation Reserve mutation on permanent fiNANCING ... (15) 0
S HEAGING RESEIVE ...ttt bbb 672 (323)
657 (323)
Deferred INCOME TAX ASSEIS ..c.cviviiecieeeeececee ettt ettt ettt es s bbb eten s s e bt et et essnsnnas 11,567 12,619
Deferred iNCOME taX IADIITIES ......ovuiviiceeree s (8,705) (4,925)
2,862 7,694

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. Based on future profits expected in the strategic plan the
recoverability has been tested; an impairment of EUR 944 (2010: EUR 454) has been applied. Sensitivity analysis on
impairment of tax losses used the assumption of decreasing the forecasted profit before tax by 5%. Based on the
outcome of this calculation the impairment is not affected.



Taxable effects of losses will expire according below schedule:

2011

Total tax Of which not

Total tax

2010

Of which not

losses capitalised losses capitalised
LESS thaN 6 YEATS ... 6,010 4,635 13,974 9,890
Between 6 and 10 YEAIS ....c.cerereeereereereieee et ssseeas 27,804 1,288 22,531 1,906
MOrE than 10 YEAIS .....cveueiiieiieieireieieiee ettt naes 15,694 1,578 11,463 2,433
INAEFINITE oottt 23,737 6,396 19,365 3,387
73,245 13,897 67,333 17,616
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Booked in ~ Compre-
Atl Compre- hensive Effect of At 31
January  Exchange hensive income  change in December
2010 differences income charge  tax rates Others 2010
Property, plantand equipment ... (4,640) 22 0 (1,564) (299) (3) (6,484)
INtaNGIDIE BSSELS w.vvvvvveeerrerrerrrrsreecessssnmssssssssssss (8,361) (6) 0 923 1,076 362 (6,006)
Other financial @SSELS .....vvrrrrvrecvevveermmmmsssssssssneee 2,822 4 (278) 17 (48) (99) 2,376
RECEIVADIES ....covvevciiiiiiiiisivnsnsnsssssssssssiiins (1,194) (14) 0 779 (69) (3) (501)
INVENTOMIES oovvevvveesies s sssssssssssssssssssssens 1,685 91 0 507 (50) 0 2,233
CUMENEHADITTES ..ovovveeeeereoseesomosesrerscesrsesee (1,111) 34 0 2,018 (101) (120) 720
LONG terM labIItIeS .......vvcerrvsrsrsrsrsrrrr (1,385) (126) 0 3131 109 103 1832
Provisions for PENSIONS ... 1011 35 0 (105) 4 (773) 172
Provisions for reorganisations .. 12 0 0 (58) 1 46 1
Provisions for QUArantees ........errrrrvsvsesssssssssssssmnnnnns 300 13 0 (323) 5 (43) (48)
PrOVISIONS OhETS .vvvvvveeerrvsmsmssssssssseesssssssssssssssssssssssssasens (366) 5 0 444 ()] 5 87
OIS reeiimmimsseeesesssssssess s 33 0 55 0 104 192
SUBLOTA oot (11,194) 50 (278) 5,791 627 (421) (5,425)
SUDIOLAl tAXIOSSES wrrrvrverrvvveeerrrsssmssmmssssssssssssssssssssssssssees 18,279 575 0 (5,122) (330) (282) 13,120
Overall total 7,085 625 (278) 669 297 (703) 7,695
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Bookedin  Compre-

Atl Compre- hensive Effect of At 31
January  Exchange hensive income  change in December
2011 differences income charge  tax rates Others 2011
Property, plant and eqUipMeNt ......c.ocevveereesssnseenneees (6,484) 18 0 224 (16) 0 (6,258)
INTANGIDIE ASSELS ..vvvvvrvrressssrrreererrrssssssmsessresssssssssssessseees (6,006) (111) 0 (4,764) 256 0 (10,625)
Other financial assets . 2,376 8) 657 (101) 2) 0 2,922
RECEIVADIES ..ovocveverrivvvrrssiiseesssissesssissssssssesssisies (501) (18) 0 (2,373) (103) 0 (2,995)
INVENTOMIES sssssssssssssssssssssssssssssssssssssss s 2,233 28 0 (158) 44 0 2,147
CUENt NADINES ...vvvevvvreeeerereeeerssssssssssssssssssssssssssssseeees 720 6 0 (31) 1 0 696
LoNg term lIabilIeS oovevmissiveeeeeeenseeeesseeesseeees 1,832 0 0 (625) 0 0 1,207
Provisions for PENSIONS ... 172 5 0 (76) 3 0 104
Provisions for reorganiSations .............emmmeeesseesssns 1 0 0 @) 0 0 0
Provisions for guarantees ... (48) 3 0 (46) 2 0 (89)
PrOVISIONS OtEXS ..oovvvvvevssivvveerressssssissressesssssssssssessssss 87 2) 0 157 3) 0 239
L0114 RN 192 0 0 (193) 1 0 0
SUBLOMAL .ottt (5,426) (79) 657 (7.987) 183 0 (12,652)
SUDIOLAl tAXIOSSES wvvvvvvvvvvvvvvvssssssssssssssesssssssssssssssssssssnninnns 13,120 235 0 2,189 (30) 0 15,514
(01T 10 N 7,694 156 657 (5,798) 153 0 2,862

Assets Liabilities Net
2011 2010 2011 2010 2011 2010
Property, plant and €QUIPMENT ....coouuvvvevcerrensnmmissesesssssssmsessessssssssenees 596 831 (6,854) (7,315) (6,258) (6,484)
INEANGIDIE BSSELS .ottt 3,066 11,714 (13691)  (17,720)  (10,625) (6,006)
Other fINANCIAI ASSELS ..vuvuueevvvieeerrssiisssssssssrissessssssssessssssssssessssssseans 3,120 2,813 (198) (437) 2,922 2,376
RECEIVADIES ovovoeovvcvrreecsnsissrsesssssssesssess s 69 591 (3,064) (1,092) (2,995) (501)
INVENTOMIES vrisssssssssssssssssssssssssssssss s ssssssssssssssssssssssssssnes 2,320 2,660 (173) (427 2,147 2,233
CUITENETADIHIES ..ot 1,233 1,589 (537) (869) 696 720
LONG EIM lIADITHES oooereerssiesssiirssniiiseeeeeennsssssessensesesssssssssssssssssssssenns 1,207 1,836 0 4) 1,207 1,832
ProviSIONS fOr PENSIONS .....uuuvvvvevvevvvssmmsssssssssssssssssssssssssssssssssssssssssssssssssnees 232 321 (128) (149) 104 172
Provisions for reorganiSations ............mmmssssssssssssssssssssnnninns 0 27 0 (26) 0 1
ProviSions fOr QUAIANTEES ..........uummmmmmmmevvevemmerssessesssesssssssssssssssssssssssssns 278 347 (367) (395) (89) (48)
PrOVISIONS OIS w.coooeeeesimsmisssssseessssssssssssssessssssssssssssssssssssssss 292 308 (53) (221) 239 87
0 192 0 0 0 192
12,413 23,229 (25,065) (28,655) (12,652) (5,426)
TAXIOSSES woovvvvvvvveveeveennreesssessessessssessssssssss s sssssssssssssssssssssssseee 19,192 31,410 (3,678) (18,290) 15514 13,120
L0101 31,605 54,639 (28,743) (46,945) 2,862 7,694




16 Inventories

2011 2010

RAW MATETIAIS ...viveecieeee ettt ettt ettt sttt e st e et e e se st eseeseseebe et essabessese st ensesessenesbessesesensesessenseteseens 14,119 26,035
SEMI-fINISNEA GOOUS ...ttt en 70,596 45,818
L LTI A= o oY o TR 31,223 24,559
115,938 96,412

L (01T To] o SOOI (16,574) (15,822)
99,364 80,590

The cost of inventories recognised as expense and included in Cost of sales amounted to EUR 340,195 (2010: EUR

288,402). In 2011 the write-down of inventories to fair value amounted to EUR 3,929 (2010: EUR 5,204).

There were no material reversals of write-downs to fair value. The write-downs recognized following a recoverability

analysis are included in Cost of sales.

17 Production Contracts

2011 2010

Ordered WOTK iN PIOGIESS .uvuuruuiereerireeeereeseisesesssesesseesessessessessssssesssssessassessssssessessessesssssssssssasssssssssssessessnes 24,550 10,370
Advances received on ordered WOrK in PrOGIESS ...t ssssessesssssssssssssssssens (50,533) (70,322)
(25,983) (59,952)

COSEEXCEEBA DIIIING .. 38,046 18,354
BIlliNG EXCEEA COST ...ttt bbbttt (64,029) (78,306)
(25,983) (59,952)

18 Assets and liabilities held for sale

Assets held for sale at the end of 2011 contain the fair value of real estate for sale EUR 555 (2010: EUR 598).

19 Cash, cash equivalents and restricted cash

2011 2010

Cash atbank and N NANG ...ttt sttt e st e st e b e st et s b e st s sesse st sbe st essstesesraeas 30,182 51,399
RESHICIEA CASI .t ettt ettt 752 12,509
30,934 63,908

The restricted cash is a collateral for guarantees towards clients for down payments in the amount of EUR 602 which
will mature in 2012 (2010: 12,359) . This amount decreased after refinancing in 2010 when the new Ancillary Facility
became available which has a EUR 50 million Guarantee Facility. The old guarantees matured or were transferred

under this new facility. The remainder is related to credit cards.
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Notes to the Consolidated 20 Shareholders’ Eq u ity

Financial Statements
Ordinary Treasury  Number of

shares shares shares
Share Capital (thousands) (thousands) (thousands)
AL 1 JANUATY 2010 .o 727,136 0 727,136
[SSUB OF SNAIES ..ttt ettt ettt 3,155 0 3,155
TrEASUIY SNATES ..o 0 (38) (38)
AL L JANUATY 2011 ¥ oottt 730,291 (38) 730,253
ISSUE OF SNAIES ...ttt 5,278 0 5,278
Treasuryshares - purchased .. 0 (7,125) (7,125)
Treasuryshares - sold .......... 0 438 438
At 31 DECEMDET 2011 ...ttt 735,569 (6,725) 728,844
Class of share capital:
NOMINGAI VAIUE ..ottt sttt a bttt b s s et et es s s s e e b et et et s e e s e bt et et et s s an s et et et et s s e 6,667
315,490

SNATE PIEIMIUM ..ottt b s
Reserve for share based payments . 1,610
TOtal SNATE PrEMIUM FESEIVE ..ottt 317,100

*) The numbers at 1 January 2011 have been restated.

The total authorised number of ordinary shares is 735.6 million shares (2010: 730.3 million shares) with a par value of
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
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 equal to the price in the share offering at date of the grant (June 2008). The
exercise prices of options granted in May 2010 are higher than the market price of the shares on the date of grant.
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:
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Average
exercise
price per

share
AL L JANUANY 2010 ..o ISK 80
GIaNTEA 2010 ..ot bbb bbbttt s EUR 0.563
EXEICISE .ottt b bbbt bbb bbb e b bbbt s e n st ISK71
CASN SEIIEA ..ottt bbb bbb bbb bbbt ISK71
FOIEITEA 1N 2010 ...vcvicecsece e b bbb bbb bbb ss bbb n s ISK 87
AL 31 DECEMDET 2010 ..ottt et b bbbttt bbbt nae ISK 84
EXEICISEU .vuiviiiiisiie et bbb RR bbbt ISK 73
CASN SEIIEA ...ttt ISK 77
FOIfRItEA N 2011 .ottt ISK 91
At 31 DECEMDET 2011 ..ot e b bttt aeaa ISK 89

Exercisable options at 31 December 2011

Options
(thousands)
25,575
18,020
(3,117)
(3,567)

(4,046)

32,365
(5,715)
(1,238)

(244)

25,668

4,013

Outstanding options granted 2007 (exercise price ISK 92) have expiry date 2011 plus one year in grace. Outstanding
options granted 2008 (exercise price ISK 89) have expiry date 2012 plus one year in grace. Outstanding options
granted 2010 (exercise prices: EUR 0.546 in 2012, EUR 0.568 in 2013 and EUR 0.591 in 2014) have expiry date

2015.

In 2011, 3,315 thousand shares were exercised at exercise price ISK 70 per share, 2,000 thousand shares were
exercised at exercise price ISK 74 per share, 125 thousand shares were exercised at exercise price ISK 89 per share
and 275 thousand shares were exercised at exercise price ISK 92 per share. Options equal to 1,238 thousand shares
were cash settled as decided by the Group, due to rules on foreign exchange in Iceland, which make it complicated
at the moment for employees of Marel subsidiaries abroad to exercise and settle their share options with share
purchasing. After completion of the current exercise the Group has no plans to cash settle share options in the future.

The weighted average exercise price of the cash settled options was 77.33 ISK per share.
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Notes to the Consolidated Variables used in the Black Scholes calculation:
Financial Statements

Weigthed

average

Exercise Annual  Expected remaining

price per  Expected  dividend  risk-free  Estimated contr. life in

share (ISK) term (years) yield interestrate  wolatility ~ months *

Option plan DeceMBEr 2007 .........vvvmmeerrmmsmmressesssmmssssssssssssssssssssssssssns 92 4 0.22% 4% 12.36% 13
Option plan JUNE 2008 .........cocwvveemeressmesssmsssssssessisssssmesssmsssssssseses 89 4 0.22% 4% 12.36% 194
Weigthed

Exercise awverage

price per Annual  Expected remaining

share  Expected  dividend  risk-ree  Estimated contr. life in

(EUR) term (years) yield interestrate  volatiity ~ months *

Option plan May 2010, 50% exercisable > 1 May 2012 ... 0546 5 0.00% 4% 21.29% 40.3
Option plan May 2010, 25% exercisable > 1 May2013 ......c.coccrree 0.568 5 0.00% 4% 21.29% 403
Option plan May 2010, 25% exercisable >1 May 2014 ..........ccceees 0591 5 0.00% 4% 21.29% 40.3

*) based on last possible exercise dates in each option plan.

Reserves

The hedge reserve contains revaluations on derivatives, on which hedge accounting is applied. The value of 31
December 2011 relates to derivatives for the Group, the interest rate swap contracts.

The translation reserve contains the translation results of the consolidation of subsidiaries reporting in foreign
currencies, as well as a currency revaluation related to a permanent financing contract with a subsidiary in the UK, for
an amount of EUR 2,500 (2010: EUR 2,573).This contract was terminated in 2009 and the permanent financing has
been transferred into equity in 2011.
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21 Borrowings

Non-current: 2011 2010
BaNK DOITOWINGS ...ttt ettt et s st sse ettt s s s s s e s 254,201 302,837
Debentures .......ccccoevevnnee 0 7,522
Finance lease liabilities 160 392
254,361 310,751

Current:
Bank borrowings excluding bank oVerdraftS ... s 19,228 9,652
LT LSOV =T (o = 11T 0 5
L0201 =Y o (0= 7,639 0
FINANCE [€ASE NADIITES ....cviieieieieirirs ettt 195 241
27,062 9,898
QLI = LN oo 010 T T 1R 281,423 320,649

Finance Capitalised
lease finance Other Total
Annual maturates of non-current liabilities: liabilities charges  borrowings 2011
YEAN 2013 ..ot 102 (1,383) 20,484 19,203
YEAN 2014 ..ottt 54 (1,383) 20,503 19,174
YEAN 2015 ...ttt 4 (1,268) 45,930 44,666
YEAN 2016 ..ottt 0 0 164,345 164,345
LALEE o 0 0 6,973 6,973
160 (4,034) 258,235 254,361
Finance Capitalised

lease finance Other Total
Annual maturates of non-current liabilities: liabilities charges  borrowings 2010
YeAr 2012 ...t 241 (1,370) 27,991 26,862
Year 2013 ... 95 (1,370) 20,486 19,211
YEAr 2014 ..o 55 (1,370) 20,501 19,186
YEAr 2015 .ot 0 (1,288) 209,533 208,245
LALEE oo 0 (350) 37,597 37,247
391 (5,748) 316,108 310,751

As of 31 December 2011, interest bearing debt amounted to EUR 281,423, (2010: EUR 320,649) of which EUR

269,247 (2010: EUR 309,015) are secured against shares that Marel hf. holds in certain subsidiaries and EUR 9,597

(2010: EUR 10,181) against real estate with a book value of EUR 12,406 (2010: EUR 12,374). 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 Group has the following headroom in committed ancillary facilities:

Floating rate:
- Expiring within one year

- Expiring beyond one year

2011 2010
0 0
33,508 17,000
33,508 17,000

The fair value of 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 borrowings rate of 5.11%.

An amount of EUR 21 was recognised as an expense in the Consolidated Statement of Comprehensive Income in

respect of finance leases (2010: EUR 303).

Future Present Future Present

minimum value of  minimum value of

lease min. lease lease min. lease

payments Interest  payments  payments Interest  payments

2011 2011 2011 2010 2010 2010

Less than 1 year 211 16 195 260 19 241
Between 1-5 years ......... 187 26 161 422 31 391
Total 398 42 356 682 50 632

The fair value of the finance lease liabilities is approximately equal to their carrying amount.



22 Provisions

Guarantee Pension Other

commitments commitments *  provisions Total
At 1 January 2010 2,700 5648 3,432 11,780
REIBASE ...oooooveveeeeseseeeeeeeeeees e seeseeee s eossseese e seeseeee e (66) (101) (1,338) (1,505)
AQGIIONS oottt 1,451 584 1,842 3,877
USEU .ottt (22) (2,532) (1,558) (4,113)
At 1 January 2011 4,062 3,599 2,378 10,039
(551) (65) (519) (1,135)
1,010 1,555 369 2,934
(57) (503) (1,371) (1,931)
At 31 December 2011 4,464 4,586 857 9,908

*) The amount for pension commitments includes the liabilities as disclosed in Note 23 Employee benefits.
Analysis of total provisions 2011 2010
LT T 7= 2 OO 3,006 3,320
INON CUITENT .ottt bbb bbbttt b s bbbt b bR b s et s b b st s bt s st snaes 6,902 6,719
9,908 10,039

Specification of major items in provisions:

Nature of obligation Country Maturity ~ Likelihood Amount
REOMJANISALION .ovvereirriieeeseiesi sttt Neth. <1year 90% 390
Guarantee Neth. Dynamic Dynamic 2,368
Guarantee Denmark Dynamic Dynamic 540
Guarantee us Dynamic Dynamic 680

Total reorganisation cost expensed in 2010 was EUR 619.

In 2011 the reorganisation costs amount to EUR 59 positive which can be explained by a release of the provision for

reorganisation in France for an amount of EUR 234, and an addition to the provision in the Netherlands for an

amount of EUR 175.
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23 Employee benefits

The liability as per 31 December 2010 is given below:

Other
countries Total
8,689 280,264
4609 280,552

(3,980) 288
899 10,864
0  (14,463)

The

Netherlands

Defined Benefit OblGAtion ... e 271,675
[ EE T I A Y=Y <SSR 275,943
Net Position 4,268
Unrecognised actuarial gains 9,965
The effect of limiting the asset (14,463)
PeNSION IADIITIES ....eeieeicieirece ettt en (228)

(3,081)  (3,311)

Y A net pension asset will be recognised for the first ime when economic benefits become available; excludes

outstanding liability for recovery premium.

The liability as per 31 December 2011 is given below:

Other
countries Total
11,122 11,732
5,077 5,077

(6,045)  (6,655)

2,992 2,992
(978) (978)

The

Netherlands

Defined Benefit ODIIgation ..o 610
PLAN ASSEES ..ot 0
NEEPOSITION 1.ttt b ettt b et b et e st es et ene (610)
Unrecognised actuarial gains and I0SSES ..o e 2 0
Others recognised in the consolidated statement of financial position ...................... 8 0
Pension assets / (lIabilitieS) ..o s (610)

(4031)  (4,641)

2 At 14 December 2011 the agreement of 7 October 2011 to transfer the Dutch Benefit pension plan to PME became

definitive. As of that date effectively all risks and rewards are transferred to PME.

% Additional provision for the anticipated settlement of the Defined Benefit plan in the US in 2012.



The Other
Defined Benefit Obligation Netherlands countries Total
AL L JANUATY 2010 oottt 265,795 15552 281,347
CUIMTENTSEIVICE COSES .vvivitieiiriiieieteteteeee st tete e e e ettt bese s s st ssesesessssssssssebesesssssssssssesnns 3,652 398 4,050
LR L ST STSY A0 1o £ 13,280 440 13,720
Plan participants CONtriBUIONS ........ceiririireiee et 3,328 0 3,328
Actuarial gains and losses 47,500 605 48,105
BENETIS PAI ... (12,717) (234) (12,951)
CUMAIMENT 1. 4 (49,163) (8,694)  (57,857)
Changes iN eXChaNGE TALES ......cccciieeee e 0 522 522
At 31 DECEMDET 2010 ..o ae e 271,675 8,589 280,264
CUITENT SEIVICE COSES ..ttt ettt sttt et e st s st b s st et e st st e et e st st e s st ebe st abesentanas 2,877 345 3,222
LR L ST ST Y A0 1o £ 12,245 463 12,708
Plan participants CONtrIDUIONS ........ceiririieceircceee e 4,187 0 4,187
Actuarial gains and IOSSES ...t 27,023 1,506 28,529
BENETIS PAI ..ot (14,601) (219) (14,820)
SEIIBMENT ...t a bbb s e a s nees 2 (302,796) 0 (302,796)
Changes iN @XChANQGE FALES .....ccviiiricierieireeie et ea e 0 438 438
At 31 December 2011 610 11,122 11,732

9 At 14 December 2011 the agreement of 7 October 2011 to transfer the Dutch Benefit pension plan to PME became

definitive. As of that date effectively all risks and rewards are transferred to PME.
* Curtailment relates to Stork Food & Dairy Systems in the Netherlands and the UK.
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The Other
Plan Assets Netherlands countries Total
At 1 JANUATY 2010 .ottt 280,537 9,779 290,316
Expected returns 0N Plan @SSEIS ... 16,487 324 16,811
EMPlOYEr'S CONBULION ....ovuiviiciicieesceete et 9,805 499 10,304
Plan participants contributions 3,328 0 3,328
Actuarial gains and I0SSES ....cviieiieirieiriee et 24,275 251 24,526
BENETIS PAI ...voviieiccice e (12,717) (234)  (12,951)
LOLT 1 11 11=Y 3L oSS * (45,772) (6,275)  (52,047)
Changes iN EXChANGE FAES .....cccviiieiiieiiesice e b bbb 0 265 265
AL 31 DECEMDET 2010 ..ottt 275,943 4,609 280,552
Expected returns 0N Plan @SSEIS ... 16,212 346 16,558
Employer's contribution .................. 5,824 606 6,430
Plan participants contributions 4,187 0 4,187
Actuarial gains and IOSSES ... s 39,561 (437) 39,124
BENETIS PAI ... (14,601) (219)  (14,820)
LS T=Y 11T 0 =Y o TR 2 (327,126) 0 (327,126)
Changes iN EXChANQE FALES ..ot 0 172 172
AL 3L DECEMDET 2011 .ottt 0 5,077 5,077

2 At 14 December 2011 the agreement of 7 October 2011 to transfer the Dutch Benefit pension plan to PME became

definitive. As of that date effectively all risks and rewards are transferred to PME.
* Curtailment relates to Stork Food & Dairy Systems in the Netherlands and the UK.



The net period pension costs of the above pension plans: Notes to the Consolidated

The Other Financial Statements

2011 Netherlands countries Total
CUITENTSEIVICE COSTS ..ovuiviiiririiriiisseet it 7,064 345 7,409
INEEIEST COSTS .ttt 12,245 463 12,708
Expected returns 0N Plan @SSELS ... sssesseeaes (16,212) (346)  (16,558)
Amortised actuarial gains and I0SSES ..o 461 24 485
Plan participants CONtDULIONS ..o (4,187) 0 (4,187)
Settlement .................... l 4,820 0 4,820
Administration costs 428 0 428
Addition for anticipated settlementin 2012 ... 0 885 885
Pension expense 2011 L8 4,619 1,371 5,990
2010

CUITENESEIVICE COSTS .ourvruiirmierereeisessesssessesse sttt sttt 3,652 398 4,050
INEEIEST COSTS .ouiuieieereiee bbb 13,280 440 13,720
Expected returns 0N Plan @SSEIS ...t nae (16,487) (324) (16,811)
Amortised actuarial gains and I0SSES ... (76) 0 (76)

The effect of IMItiNG the ASSEL ... ! 13,812 0 13,812
AAMINISITALION COSTS wvuviiuriieieicresrese et sneas 650 0 650

EFfQCt O CUMAIMENT <...ooooeeeeeeeeeeseeeveeeeseseeesessesees e ssssseessssssseesssssseesssssssessssseeees Y (5275) 0 (5,275)
PeNnsion EXPENSE 2010 ...ttt 5 9,556 514 10,070

1) A net pension asset will be recognised for the first time when economic benefits become available.
9 At 14 December 2011 the agreement of 7 October 2011 to transfer the Dutch Benefit pension plan to PME became
definitive. As of that date effectively all risks and rewards are transferred to PME. The settlement result is explained
by the write-off of plan assets, defined benefit obligation and actuarial gains / losses of 19,510.
) Curtailment relates to Stork Food & Dairy Systems in the Netherlands and the UK. This amount is completely offset
by the effect of limiting the assets and has therefore no impact on the Group’s Consolidated Statement of
Comprehenswe Income.
Includlng the part of recovery premium for the years 2009, 2010 and 2011 paid in 2010 (EUR 5.6 million).

& Excluding the outstanding part of the additional pension costs related to transfer of Stork Pension Fund to PME
(EUR 8.6 million); including additional costs related to the anticipated settlement of the Defined Benefit plan in the
US in 2012 (EUR 0.9 million).

Stork Pension Fund (SPF), the Dutch company Stork BV and a number of companies that were formerly part of the
Stork group have agreed that the industry-wide pension fund Stichting Pensioenfonds van de Metalectro (PME) will
take over the execution of the pension plan from SPF as of 1 January 2012. The agreement has become definitive at

14 December 2011. Marel is party to the agreement due to its acquisition of Stork Food Systems.
Marel hf., Consolidated Financial

A key part of the agreement is a new execution agreement on pension arrangements, which safeguards employees*

. . . R . . X X . Statements 31 December 2011
interests to the extent possible and which is beneficial to Marel as it reduces open-ended financial exposure to

pension obligations. The costs for Marel of the pension related issues amounted to EUR 11.0 million, booked in Q2. Allamounts in EUR*1000

unless otherwise stated.

The other pension plans in the Group are Defined Contribution plans. The costs of these plans were EUR 5,488 in
2011 (2010: EUR 5,034).
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The net period pension costs also include costs in relation to the early retirement scheme for the industry in the
Netherlands (so-called TOP regulation). In fact this involves a Defined Benefit plan. This is processed as a Defined
Contribution plan, because the administration of the industry pension fund is not structured to provide the required
information. There is no obligation to compensate for any shortfalls in the fund, nor is there any entitlement to any
surpluses. These costs largely explain the difference between amounts included in this note and the total pension
costs disclosed in note 8.

The weighted average assumptions on which the calculations of the pension obligations are based are as follows:

The Other
Parameters used in actuarial calculation December 2011 Netherlands countries Total
DISCOUNLTALE .vvveveeeeseaeserceeiseeseese et b et 4.6% 4.8% 4.6%
Expected return 0N Plan @SSEIS ... 5.9% 7.5% 7.4%
Future salaryincreases 2.0% 2.5% 2.5%

year year
FULUTE PENSION INCIEASES ...vvviviricieieisee ettt dependent 0.0% dependent
Parameters used in actuarial calculation December 2010
DISCOUNTTALE ..ttt sttt s a st s n et en st 4.5% 5.7% 4.5%
Expected return 0N Plan @SSELS ... s 5.9% 7.8% 6.0%
FULUTE SAIANYINCIEASES ...ttt 2.0% 3.0% 2.0%

year year
FULUIE PENSION INCIEASES ...eeeecierieieie sttt dependent 0.0% dependent

The mortality table used for the Netherlands is based on the Prognosis table 2010-2060 of the Actuarieel
Genootschap. The assumptions for the expected return on plan assets have been reached on the basis of
assessment of the historic returns of the various categories in which the investments are made. The historic returns
on these asset categories are weighted on the basis of the expected long-term allocation of the plan assets.

The expected return on plan assets for the Netherlands for 2011 was 5.9% positive and the actual return resulted at
8.1% positive plus a positive effect of increased consolidation rate of 12.1%. The expected return on plan assets for
2012 was maintained at 5.9% positive. The actual return on plan assets in 2011 for the other countries was 15.1%
(expected 7.8%) and the estimated return for 2012 is 7.5%.



The plan assets consisted primarily of fixed-interest securities, listed shares and related instruments, as well as
property. The allocation of the investments per asset category for the pension plans is as follows:

The Other
Percentage allocation of investments as per December 2011 Netherlands  countries
Shares and related INSTTUMENTS ...ttt 22% 7%
FIXEA-INTEIEST SECUIHES vttt bbbttt 47% 21%
PIODEIY ..o 7% 2%
BN oAb Rttt 24% 0%
TOTAI oot 100% 100%
Percentage allocation of investments as per December 2010
Shares and related INSIUMENTS ... 36% 72%
FIXEU-INTEIEST SECUIIIES .uvvuvvucirieeicicie ettt 49% 26%
PIOPEITY .o 12% 0%
(10T PO 3% 2%
0= LTRSS 100% 100%
Historical summary 2011 2010 2009 2008 mei-08
Cash value of the obligations related to Def. Ben. plans .... 11,732 280,264 281,347 276,197 275,013
Fair value of the plan @SSets ... 5,077 280,552 290,316 257,474 298,998
Net 0BlIGAtIONS ... (6,655) 288 8,969 (18,723) 23,985
Experience adjustments incurred on plan liabilities
(rounded) 2011 2010 2009 2008 mei-08
For the Netherlands
Actuarial gains / (losses) plan liabilities .........ccovvrerennee (27,023)  (47,500) 6,313 5,000 n.a.
Effect of the change in assumptions ........cccccoeoveeniesicnnnen, 12,140 (34,696) 25,417 0 n.a.
Effect of the change in consolidation rate ..........ccccoeveeeneene. (20,297)  (11,694) (6,906) 11,000 n.a.
Experience adjuStMENTS ... (18,866) (1,110) (12,198) (6,000) n.a.
Experience adjustments incurred on plan assets
(rounded) 2011 2010 2009 2008 mei-08
For the Netherlands
Actuarial gains / (losses) plan assets ... 39,561 (24,275) (18,408) 47,000 n.a.
Effect of the change in assumptions ........ccccccoeovencnicnenne - - - - n.a.
Effect of the change in consolidation rate 33,338 (17,240) (10,811) 15,000 n.a.
Experience adjuSTMENTS ..o 6,223 (7,035) (7,597) 32,000 n.a.
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24 Derivate financial instruments

(a) Interest-rate swap
To protect Marel from fluctuations in Euribor-EUR-Reuters/Libor-BBA and in accordance with Interest hedge policy

Marel has entered into interest rate Swaps (the hedging instruments) to receive floating interest and to pay fixed

interest.
The notional principal amount of the outstanding interest rate swap contract at 31 December 2011 was EUR 145,550

(2010: EUR 149,026).

The contractual maturities are as follows:

Currency Principal Maturity  Interest %
INEErESTIAE SWAP ..o EUR 104,325 2013 4.3%
INTErESTrAtE SWAP ...t uUsD 53,387 2013 4.1%
Forward Starting Interest rate SWAP 2013 .......cccoocveviinveinenenieenennens EUR 80,000 2015 3.0%
Forward Starting Interest rate SWAP 2013 .........cccooennrnrinrenneneeeeneeneens uUsD 50,000 2015 2.8%

(b) Hedge of net investment in foreign entity

There are no net investment hedges as per end of 2011 (2010: zero)

The maximum exposure to credit risk at the reporting date is the fair value of the derivative assets in the Consolidated
Statement of Financial Position, which is zero.

25 Trade and other payables

2011 2010
TrAUE PAYADIES ..ottt s s 55,933 48,624
Yoot U= | T 2,486 2,791
ORI PAYADIES ..ottt bbb 67,151 56,367

125,570 107,783

26 Contingencies

At 31 December 2011 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 41,690 (2010: EUR 35,656) to third
parties.

The Group is involved in a dispute between Marel hf. and Glitnir hf. which can be traced to different calculation
methods applied to settlement of five interest and currency swap agreements with the bank. The disputed difference
is amounting to EUR 3.9 million, which the bank has requested the Company to pay. Parties decided in mutual
agreement to bring this disagreement to an Icelandic court to reach a settlement. On 12 April 2011 the case was
ruled in favor of Marel in District Court. Glitnir hf. has appealed to Supreme Court in July 2011.

From time to time claims are filed against the Group. Although the outcome of current claims cannot be predicted with
any certainty, it is assumed — partly on the basis of legal advice — that these will not have any significant impact on
the consolidated financial statements.



27 Commitments and insurance

Operating lease commitments —where the Group is the lessee

The Group has made some rental agreements for building, motor vehicles and office equipment, now with the

remaining balance of EUR 8,593 (2010: EUR 12,865). The amount will be charged at the relevant rental time of each

agreement. The rental agreements will materialise in the years 2012 - 2018.

Operational non-cancellable lease liabilities - minimum lease payments:

2011 2010
LESS thAN L YBAT ettt bbbttt 3,546 2,791
BEIWEEN L ANA 5 YBAIS ..ceieeeiceeieieieieicesee ettt sttt bn e 4,040 3,872
LALEE thAN 5 YEAIS ...eciiecicieieeeeie ettt et 1,209 1,621
Present value of operational [ease abilitIeS ..o e 8,795 8,284

During the year an amount of EUR 4,091 was recognised as an expense in profit or loss in respect of operating

leases (2010: EUR 3,915).

Insurance

The Group has covered Business Interruption Risks with an insurance policy underwritten by an independent

insurance company for a maximum period of 24 months. The insurance benefits for Business Interruption amounts to
EUR 385 million for 2011 for the whole Group. The Group Insurance value of buildings amounts to EUR 142 million,

productions machinery and equipment including software and office equipment amount to EUR 100 million and

inventories to EUR 95 million. Currently there are no major differences between appraisal value and insured value.
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28 Related party transactions

At the end of December 2011 and 2010, there are no loans to directors.

Board fee for the year 2011 and shares at year-
end

Arni OddUr POrBArsON, CRAIMMAN.......cooeeereerserseseesssesssrsssseesessssesssssssssessessasessees
Arnar bor Masson, Board Member,
Asthildur Margrét Otharsd6ttir , BOArd MEMDET........oo..veemerrsomesmsesnssesesmssssssessnsne
Friorik Johannsson, Board MEMDET.....ccccvvvvimeessssisnsssssssssssssssssssssssssssssseens
Helgi Magnusson, Board Member......
Lars Grundtvig, Board Member (until 2 March 2011)
Margrét Jonsdottir, Board Member...........
Smari Runar porvaldsson, Board Member.....

Theo Bruinsma, Board Member

Salary and

benefits

Theo HOEN, CEO......c.ivviieeriessiiesssisssssisss s ssssssssssssssesssssssssssssssssns 384
Erik Kaman, CFO............ 351
Sigsteinn GretarssSon, COO........rreeieeessseesessssseessssssseessssnns 297

Bought

shares acc.

Pension Stock to stock

Board fee  contribution options options

60 5 0 0

23 2 0 0

43 3 0 0

45 4 0 0

23 2 0 0

3 0 0 0

23 2 0 0

23 2 0 0

23 2 375 375
Bought
shares acc.
Incentive Pension Stock  to stock
payments  contribution©  options 2 options
144 88 2,350 0
115 28 1,850 0
82 36 1,000 350

Shares at
year-end 2

262,099 °
0
32
4,300
5,308
61,673 *
200
0
1,000 °

Shares at
year-end 2
1,500
1,675

26

Y Contributions for Theo Hoen and Erik Kaman are part of a defined benefit plan; contributions for the other board

members are part of a defined contribution plan.
2 Number of shares * 1000

% Shares owned by Eyrir Invest ehf., where Arni Oddur bPérdarson is CEO, including those of financially related

parties. Margrét Jénsdoéttir is the CFO of Eyrir Invest ehf.
* Shares owned by Grundtvig Invest AsP.

® Theo Bruinsma holds a managerial position along with being a member of the board of directors. Salary and
benefits for his management position are not included. At year-end 2011 he holds stock options for 375,000 shares.



Stock options
Average
Numberof  exercise
shares 2 price
Theo Hoen, CEQ 2,000 89 ISK per share
350 0563 EUR per share
Erik Kaman, CFO 1,500 89 ISK per share
350 0563 EUR per share
Sigsteinn Gretarsson, COO 150 92 ISK per share
500 89 ISK per share
350 0563 EUR per share
Theo Bruinsma, Board Member. 375 89 ISK per share
9 Number of shares * 1000
29 Fees to Auditors
2011 2010
Audit Of INANCIAI STAIEMENTS .....eeieiceecee ettt 675 702
Other services - audit related 261 94
OFNET SEIVICES ..veouveritseiseese et sse s st ss s8££ bbb 47 4
983 800

30 Events after the balance sheet date

None.

31 Business combinations

There were no Mergers & Acquisitions, nor divestments in 2011.
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Country of Ownership

incorporation interest
MarEl ICEIANT ENT ... bbb Iceland 100%
MEIFEIAVS <. bbb Denmark 100%
METEI SAIMON AIS ...t Denmark 100%
CAMITECN US INC. ot USA 100%
Marel FOOd SYSTEMS PLE. LA ..o Singapore 100%
MEIFET LEA oottt UK 100%
MATEI SIOVAKIA S.1.0. ..t Slovakia 100%
MArEI HOIAING BV, oo Netherlands 100%
Marel Stork Poultry ProCeSSING B.V. ...t Netherlands 100%
Marel Stork Poultry Processing Inc. .... USA 100%
Marel Townsend Further Processing B.V. ... Netherlands 100%
Marel Meat Processing B.V. .......cccccceviiniene Netherlands 100%
Marel Meat Processing Inc .... ... USA 100%
STOTK INTET IDEIICA S.A. .ottt bbbttt s bbb b bbb nanna Spain 100%
Marel Inc. .......co...... ... USA 100%
Marel NOrge AS ... ... Norway 100%
Marel Food Systems GmbH & Co.KG .. ... Germany 100%
MBTEI GB LU, ...ttt bbb UK 100%
Marel Food Systems do Brasil Comercial LIda. ... Brazil 100%
MATEI FFANCE SARL ...t France 100%
Marel Stork FOOd SYStEmMS FranCe S.AS. ... France 100%
Marel FOOA SYSTEMS BLV. ...ttt enenenan Netherlands 100%
Marel AUSTFAlIA PLY LT, ...ttt Australia 100%
Marel Stork Food Systems Maquinas Alimenticias Ltda .......c.cocoerernenennnienneeesesee s Brazil 100%

Marel hf., Consolidated Financial
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33 Quarterly results (unaudited)

REVENUE ..ottt sttt ses
COSEOfSAIES .o
Gross profit

Other operating income / (EXPENSES) ...cevvrevevvenreneeneirenns
Selling and marketing eXpenSses .......coceeveeeneerireneenenns
Research and development expenses
Administrative EXPENSES ..o
Result from operations (EBIT)

FINANCE COSTS ..viviriieietctcrctetcete e
FIiNANCE INCOME ..o
NEt fINANCE COSES ..vviirirriireriieere e

Result before income tax

INCOME TAX vvuieciriieseie et
Profit for the period

Profit before deprec. & amortisation (EBITDA) ...............

Q42011 Q32011 Q22011 Q12011 Total
183,903 169,063 161,854 153537 668,357
(114,105)  (108,371)  (103,971)  (94,619) (421,066)
69,798 60,692 57,883 58918 247,291

(62) (119)  (11,116) 4 (11,293)
(21563)  (18499)  (20,282)  (19471) (79,815)
(11,343) (9,501) (9,839) (9,640)  (40,323)
(15089)  (13,120)  (12,794)  (12,690)  (53,693)

21,741 19,453 3,852 17,121 62,167
(3,109) (5,729) (4,418) (6,596)  (19,852)

852 (572) 1,229 235 1,744
(2,257) (6,301) (3,189) (6,361)  (18,108)
19,484 13,152 663 10,760 44,059
(4,497) (2,680) (434) (1,984)  (9,595)
14,987 10,472 229 8,776 34,464
28,029 25,819 9,835 23323 87,006
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REVENUE ..ot
COStOfSAIES et

Gross profit

Other operating income / (EXPENSES) ...c.vvvveenee

Selling and marketing expenses ...

Research and development expenses ............
Administrative eXPENSES ......covrereeeereereerereinieenas

Result from operations (EBIT)

FIiNANCE COSIS ..ot
FiNanCe iNCOME .....covevveieeeeeeeeee e
Net finaNCe COSES ..o

Result before income tax

INCOME tAX ..o

Profit for the period

Profit before deprec. & amortisation (EBITDA)

Q42010 Q32010 Q22010 Q12010 Total
167,677 149,523 136,055 147,166 600421
(104515)  (97,283)  (81,087)  (90462) (373,347)
63,162 52,240 54,968 56,704 227,074

110 (243) (8,099) 159  (8,073)
(17658)  (16,891)  (17,150)  (18,975)  (70,674)
(9,896) (9,033) (8,837) (8,708)  (36,474)
(15655)  (12,267)  (13,289)  (13,308) (54,519)
20,063 13,806 7,593 15872 57,334
(13461)  (11,079) (9,680) (8,792)  (43,012)
226 276 160 254 916
(13235)  (10,803) (9,520) (8538)  (42,096)
6,828 3,003 (1,927) 7334 15238
(1,329) (607) 2,045 1721) (1612
5,499 2,396 118 5613 13,626
26,104 19,938 13,584 22551 82,176
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