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The Board and Managing Director's Report

The Board of Directors and Managing Director of Marel hf hereby ratify the interim Financial Statements
of Marel hf for the period January 1 to September 30, 2002 with their signatures

Reykjavik, November 8, 2002
porkell Sigurlaugsson
Arnar bér Masson

Heimir Haraldsson
pPoérolfur Arnason

Managing Director

Hordur Arnarson



Five-Year Summary

2002 2001 2000 1999 1998
1.1-309 1.1-31.12 1.1-31.12 1.1-31.12 1.1-31.12

Various figures in proportion to turnover

Bought material ...........cccccveviiiiiie e, 31,9% 33,0% 33,0% 37,8% 34,3%
Wages and benefits ........ccccceveveeeiiicciiienen, 42,9% 39,4% 40,3% 35,2% 41,0%
Other operating eXpenses ........cccccovveuvvveeenn. 21,8% 19,2% 18,7% 17,0% 19,1%
Depreciation ........cccccvveeeeeee i 3,1% 2,3% 2,3% 2,1% 3,1%
NEL INCOME ..ovvvvviiiiiiiiiiiiii e -1,5% 2,2% -0,1% 5,8% 0,2%

Other key ratios

CUITENE FALIO .vvvieeeiieieee e 1,3 1,6 2,0 1,8 2,0
QuiICK ratio .....cooeeeeeeiiiiii 0,7 0,8 1,3 1,1 1,3
EQUItY ratio ....cocvveeeeiiiiee e 25,2% 34,4% 38,2% 27,2% 18,1%

Return on owners' equity .........ccccceevviiieeeenns -6,3% 9,4% -1,0% 65,6% 1,8%



Profit and Loss Account, January - September 2002

Notes 2002 2002 2001
1.7-30.9 1.1-30.9 1.1-30.9

Operating revenues

Sales of goods and SEerviCes .........ccccvvveveeeeeviicciiieeeeee e 21.511 72.764 65.183
Changes in work in progress and finished ............c............ 1.102 1.460 (142)
Other iNCOME ...ovvieeiicciieie e 372 1.424 977

22.985 75.648 66.018

Operating expenses

Bought material ..........ccccoiiiiiiii 8.779 24.161 20.399
Wages and benefits ... 10.682 32.486 26.882
Other operating XPENSES .......ccoviiiiiieiiiiieeeiiieeeesnieeee s 4.729 16.512 13.406
DEPreCiatioN ......eueeiiiieeiieiiieee e 5 1.069 2.326 2.019
25.259 75.485 62.706
Operating profit (loss) (2.274) 163 3.312
Financial income (expenses) 1
Interest and exchange rate
difference on long-term liabilities ...........ccccoeecviiiieieeiiiinns (449) (56) (2.696)
Other financial income and expenses ..........cccccceeeeeeennnnnee (266) (1.430) 834
(715) (1.486) (1.862)
Profit (loss) on ordinary activities before taxation (2.989) (1.323) 1.450
Calculated iINCOME taX ......ccvvrveiieee e 10 585 255 (962)
Calculated networth taxX ..........ccccceveviviiieieieeeeeeeeeeeeeias (9) (57) (158)
576 198 (1.120)
Net profit (loss) (2.413) (1.125) 330
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Balance Sheet as of September 30, 2002

Assets

Fixed assets
Intangible assets:

Product development COSES .......ocuvviiiiiiiieee e
LONG-tEIM COSIS ....ooeiiiieiiiiiei ettt
GOOAWIIL ...t

Tangible fixed assets:

Buildings and PremiSes ........eeiiiie it
Machinery and eqUIPMENT ........c..ceeiiiiiieeiiiiee e
Fixtures and fittiNgS .......ooouveiiiiiie e
OtNEI ASSELS ..eeiiiiiiiiie et

Investments and long-term debtors:

Deferred tax @SSELS .....uuiiii i
Shares in other COMPANIES .........ceiiiiieiiiiiiiiiee e
Long-term debtors and bonds ...

Total fixed assets

Current assets

Current portion of long-term debtors and loans ............cccccceeeeinnens
Trade debtors ...
Other debtors and prepayments .........cccoocuveeeiniiieee e
Cash and cash equivalents ............ccccceiiiiiiiiiii e

Total assets

Marel hf. Interim Consolidated Financial Statements September 30, 2002

Notes

N

30.9 2002 31.12 2001
500 500
265 281

3.868 396
4.633 1.177
25.081 15.815
5.592 3.904
1.769 1.590
1.966 1.975
34.408 23.284
1.722 1.239
763 743

0 212
2.485 2.194
41.526 26.655
21.512 19.356
109 120
14.530 15.689
3.218 3.499
5.314 3.510
44.683 42.174
86.209 68.829

Amounts in thousands of EUR



Balance Sheet as of September 30, 2002

Equity and liabilities

Shareholders' equity

Share CaPItal ......eevveeeeiiiiie e
LEJAI FESEIVE ...ttt
Translation difference ........ccccvvve i
Retained €arniNgs ......oooiiiiiiiiiiie et

Liabilities
Commitments:

Deferred income tax lability ...........cccooviuiiiiiiiiiiii e
Contingent liabilities ...........ueeiiiiii e

Long-term liabilities

DEDENTUIES ...
Financial institutions DOrrowings ..........ccoocvieiiiiee e

Current liabilities

Financial institutions DOrrowings ..........coovveieiniiie e
Trade Creditors ......oooi i
Other current Creditors ........ueeee i
Prepaid iNCOME ...
Current portion of long-term liabilities ...........ccccceiii,
Accrued taxes Payable ...

Total liabilities

Total equity and liabilities

Mortgages
Commitments
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Notes

10

11

11

12
13

30.92002  31.12 2001
2.601 2.606
11.237 11.197
(436) 0
8.336 9.851
21.738 23.654
910 890
875 447
1.785 1.337
3.072 5.960
25.879 10.682
28.951 16.642
8.702 3.429
7.573 9.768
6.554 6.632
3.479 2.544
7.345 4.422
82 401
33.735 27.196
64.471 45.175
86.209 68.829

Amounts in thousands of EUR



Cash flow statement 1/1-30/9 2002

Cash flows from operating activities
Cash generated from operations:

Net Profit (I0SS) «eeeeeeiiiiiiii e

Items not affecting cash:

DEPIECIALION ....eeiiiiiiie ettt
Amortisation of product development ..........cccccevviiieiiiiiee e
OtNEI IEEMIS .t e e s

Decrease (increase) in operating items:

Trade debtors and other debtors .........cooeeeiiiiiiiiiiiii e,

Net cash from (to) operating activities

Cash flows from investing activities

Purchase of tangible fixed assets .......cccccccviiiciiiiiiiee e,
Proceeds from sale of tangible fixed assets ...........ccccccceiiiiiiiiinen,
Purchase of goodwill ............cooiiiiiiiiiii e
Changes in bonds and long-term debtors .........ccccccooviiiiiiiieiiiinnnns
Capitalised product development COSt ..........ccocvviveiieeeeiiiiciiiieeeenn,
Capitalised 10Ng-term COS ........cooiiiiiiiiiiiee e

Cash flows from financing activities

New long-term liabilities ...........cccoeeeee i
Repayments of long-term liabilities ..........cccccovviiniiniiiiee
Changes in short-term borrowings .........ccccceeeiiii,
DIVIAENdS PAI .......veeieeiiiiiie s
Changes in OWN Shares ............covvvviiiiiiieieeeeeeeeeeeeeeeee e

Increase (decrease) in cash

Cash at beginning Of YEar ..o

Cash at end of period
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2002 2001
1.1-30.9 1.1-30.9
(1.125) 330
2.326 2.019
182 196
(760) 1.822
623 4.367
1.255 (7.684)
(2.158) (3.823)
(1.473) 5.350
(2.376) (6.157)
(1.753) (1.790)
(13.492) (9.119)
246 191
(3.623) 0
158 (504)
(182) (195)
(119) (221)
(17.012) (9.848)
17.734 4,597
(1.915) (639)
5.273 1.160
(390) (282)
(133) (573)
20.569 4.263
1.804 (7.375)
3.510 12.015
5.314 4.640

Amounts in thousands of EUR



Accounting Policies

The interim Consolidated Financial Statements for Marel hf are made in accordance with the Financial
Statements Act. The principal accounting policies adopted in the preparation of these Financial
Statements are mainly the same as last year except as described in this chapter.

Changes in currency and accounting policies

In accordance with law nr. 25/2002 about change in the Accounting Act and the Financial Statements
Act, Marel hf has received permission to keep its accounts in the currency of Euro. The company's
Financial Statements will therefore in the future be reported in the currency of Euro. Previous years
comparative figures have been changed in conformity. The translation of operating items from Icelandic
kronur into the currency of Euro is based on average exchange rates of the period but the balance sheet
items are translated at the year end 2001 exchange rate.

In accordance with changes in the Financial Statements Act, calculated effect of general price-level
changes are no longer stated in the Financial Statements. The revaluation account, under owners
equity, is recorded to increase retained earnings at the beginning of the year 2002. This change means
that calculated effects of price level changes on monetary assets and liabilities, the so called general
price-level adjustment, is no longer stated in the profit and loss account. Revaluation of fixed assets is
also no longer recorded and depreciation of tangible fixed assets owned at the year end 2001 is
calculated based on revalued historical cost as shown at the year end 2001.

Comparative year's figures have not been changed, but net gain for the previous years' period,
before taxes would have been EUR 209 thousand higher, if general price-level adjustments had not
been used when preparing those Financial Statements.

The Group's Financial Statements

The interim Consolidated Financial Statements of Marel hf include the interim Financial Statements for
Marel hf, and its subsidiaries. The subsidiaries, all totally owned by Marel hf, are Marel Australia Pty
Ltd, Marel Equipment Inc., Marel France SA, Marel Scandinavia A/S, Marel UK Ltd., Marel USA Inc.,
Marel Management GmbH, Marel TVM GmbH & Co KG and Carnitech A/S. Marel Australia Pty Ltd
started operation in the beginning of the year 2002.

The operating items of those subsidiaries that do not report in the currency of Euro, are translated by
using the average exchange rate of the period but assets and liabilities at the closing rate. Exchange
differences arising from the translation are taken to a special account included in shareholders' equity.

The interim Financial Statements of the Group have been prepared by adding together like items of
assets, liabilities, income and expenses from the interim Financial Statements of individual Group
companies but eliminating unrealised gain and intragroup balances, transactions and investments.

Valuation methods
When preparing the Financial Statements, managers need to value various items in connection with the
interim Financial Statements. The valuation methods conform with generally accepted accounting

principles. The final outcome, for example from the sale or recognition of the items relating to the
valuation, may however be different from the outcome of the valuation.

Marel hf. Interim Consolidated Financial Statements September 30, 2002



Accounting Policies

Assets and liabilities index linked or in foreign currency

Index linked assets and liabilities are stated using indexes that were valid at the beginning of October
2002. Assets and liabilities in other currency than Euro are translated into the currency of Euro at the
September-end rates of exchange. Exchange rate differences from monetary assets and liabilities are
recorded in Marel hf profit and loss account.

Profit and loss account

Revenue recognition

Sales revenue recognition is on delivery of goods and services. Revenue from ordered work in progress
are in addition recognised at selling price as the work progresses.

Changes of work in progress and finished goods

Changes of work in progress and finished goods shows the increase or decrease in value of this stock
during the period.

Other income

Other income consists of sold development work, including rental of equipment and miscellaneous
income.

Calculated income tax

Income tax based on the period's profit or loss has been calculated and is stated in the profit and

loss account.

Balance sheet

Product development cost

The company's research and development cost for new and saleable products is partly capitalised in the
interim Financial Statements. This cost will be amortised in three years. Other research and
development cost is charged to income as it occurs.

Long-term cost

Capitalised long-term cost consists of the cost of gaining patents. This cost will be amortised over a
period of three years.
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Accounting Policies

Goodwill
The goodwill arises due to Carnitechs A/S acquisition of the operation of OL - Tool Production in year
2001 and their acquisition of CP Food Machinery in the beginning of year 2002 and is calculated as

difference on acquisition and appraisal price on building, fixtures and equipments included in the
acquisition. The goodwill will be amortised over a period of 20 years.

Tangible fixed assets

Depreciation is calculated on the straight line method to write off the cost of each asset. The
depreciation period on buildings is 40 year but 3 - 10 year on other tangible fixed assets.

Finance leases

Marel hf, and its subsidiaries have made some finance lease agreements for the purchase of motor
vehicles, machinery and equipment. Though the ownership of these assets are with the lessor, they
have been capitalised in the balance sheet with other tangible fixed assets and are depreciated in the

same way. The obligation under the capital leases have been stated among long-term liabilities at their
present value.

Investments in other companies

Shares in Eignarhaldsfélag hlutafélaga ehf are stated at purchase price, revalued to the year end 2001.
Shares in Stéltak hf are stated at nominal value and shares in Arbor SA at purchase price.

Stock
Stock of raw material and spare parts are valued at purchase price.

Cost of finished goods and work in progress consists of direct wages and material cost and indirect
production cost.

Stock of ordered work in progress has been valued at selling price as work progresses and proportional
profit or loss of individual orders. Down payments from customers are deducted from the value of work in
progress of ordered goods, according to the balance sheet.

In those incidents when expected selling price of goods after deducting cost of full production and sale
(market price) is lower than purchase price or production cost price, those goods are valued at market
price.

Trade debtors

Trade debtors are valued at nominal value, less allowance for doubtful accounts receivable. The
allowance is based on an assessment of individual accounts.
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Accounting Policies

Cash and cash equivalents

Cash at the beginning and end of the period according to the statement of cash flows includes cash and
current bank deposits.

Deferred income tax liability (assets)

Income tax based on the period's profit has been calculated and included in the profit and loss account.
The difference of income tax calculated that way, and income tax calculated on the base of taxable
profit of the period which is payable next year, is stated with liabilities in the balance sheet as deferred
income tax liability.

This difference arises because taxable profit according to the company's tax return is based on another
assumption than profit before taxation according to the company's profit and loss account. The main
reason for this is time difference because expenses, especially depreciation, are normally charged
earlier in tax returns than in the profit and loss account.

Deferred tax assets, due to tax losses carried forward and tax deductible temporary differences, are
recognised to the extent that it is probable that future taxable profit will be available, against which

deferred tax assets can be utilised.

Deferred income tax liability generally reflects the income tax which would be payable according to
current tax law if the company's assets were to be sold or redeemed at book value.

Contingent liabilities

In addition to what has been allocated to a reserve due to known warranty repairs, a proportion of last
year's sale has also been allocated to a general warranty fund.

Marel hf. Interim Consolidated Financial Statements September 30, 2002



Notes

1. Financial income (expenses)

12

Long-term Other items Total Total

liabilities 1.1-30.9 2002 1.1-30.9 2001

Interest and indexation income ................... 0 84 84 589
Interest and indexation expenses ................ (1.039) (646) (1.685) (1.210)
Exchange rate differences ...........ccccceeevnnnen. 983 (814) 169 (1.032)
(56) (1.376) (1.432) (1.653)

Computed price-level adjustment ................ 0 0 0 (209)
Shares in companies written down .............. 0 (54) (54) 0
(56) (1.430) (1.486) (1.862)

2.  Product development

Product development 1/1 ...
Revaluation iNthe YEAI ..........eeiiiiiiii e
AddItioN iN the YEAN ...
Amortisation Of the YEAr ........c..eoiiiiiiii

3. Long-term costs

LONG-LEIM COSE /L ..ottt e
Revaluation iN the YA ............veiiiiiiiiiiiie s
AddItion IN T YEAN .....eiiiiiiiii e
Amortisation of the year ................o s

4. Goodwill

GOOAWIIL L/L .o
Revaluation iN the YEAI ...........eiiiiii e
AdditioN iN thE YA ....ceiiieieiiiieeeeeeeeeeeeeeee
Amortisation Of the YEAI ........oocuiiiiiii e
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30.9 2002 31.12 2001

500 451
0 49
182 247
(182) (247)
500 500
281 320
0 36
119 158
(135) (233)
265 281
396 386
2 17
3.623 0
(153) )
3.868 396

Amounts in thousands of EUR



Notes

5. Tangible fixed assets

Changes in net value of tangible fixed assets:

13

Buildings Machinery Fixtures Other Total
and premises and equipment and fittings assets

Revalued cost 1/1 ............. 16.055 8.437 3.901 4.665 33.058
CP Food 1/1 .....ccoeevvvvenen. 804 295 339 0 1.438
Exchange rate difference ... 8 47 (66) (85) (190)
Additions ........cceiiiieiiiieenn 8.997 2.381 655 617 12.650
Sales ..o 0 (425) (1.481) (120) (2.026)
Total value 30/9 .................. 25.864 10.641 3.348 5.077 44.930
Acc. depr /1 ....cooveiiiens 240 4.533 2.311 2.690 9.774
CP Food 1/1 .....ccvvvvrernee. 279 220 97 0 596
Exchange rate difference ... 1 (36) (33) (48) (116)
Depreciation ............ccceeueeee. 263 752 492 531 2.038
Sales .o 0 (420) (1.288) (62) (1.770)
Total depreciation 30/9 ...... 783 5.049 1.579 3.111 10.522
Net book value 30/9 2002 25.081 5.592 1.769 1.966 34.408

Depreciation charged to the profit and loss account analyses as follows:
Depreciation of tangible fIXed ASSELS ......ccoiiiiiiiiii e 2.038
Amortisation Of [ONG-TEIM COSLS .....uuuuiiiiceccc e 135
AMOrtisation Of GOOAWIIl ...........uiiiiiiiiie e e 153
2.326

6. Shares in other companies
Ownership  Nominal value  Book value

in thousands  in thousands
Eignarhaldsfélag hlutafélaga ehf .............cccooviiiiiinn, 1,43% ISK 329 5
Staltak hf . 7,85% ISK 13.235 155
ATDON SA e 50,00% EUR 168 603
763
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Notes
30.9 2002 31.12 2001
7. Stock
Raw materials and SPare PArtS .......ccccueeeeeeeeriiiiiieieeeee s sesirrer e e e e eneneee e 10.011 8.305
WOTK N PrOGIESS ...ttt e e e e e e eeeee e 2.974 2.214
Ordered WOrK in ProgreSS ....ccoiiiieiiiiieeie e ee e 4.688 5.442
FINISNEA QOOUS ...coiiiiiiee e 3.839 3.395
21.512 19.356
8. Trade debtors
Domestic trade debtOrs ..........ooiii i 636 176
Foreign trade debtors ........c..eoiiiiiii 13.894 15.513
14.530 15.689

9. Equity

Share capital

Total share capital of the company amounted to ISK 240 million at the end of September 2002 of which
ISK 3,3 million were owned by the company itself.

Changes in shareholders' equity

Balance 1/1 ........coccevvuennne.
Revaluation reserve transf.
to retained earnings ...........

Corrected balance 1/1 ........

Bought own shares ............
Tax effect on charged

older goodwill .....................
Translation difference of
shares in foreign com. ........
Dividend paid .....................
Loss for the period .............

Balance 30/9 ..........cccc......

Share Legal Translation Revaluation Retained
capital reserve difference reserve earnings
2.606 11.197 0 1.015 8.836
0 (1.015) 1.015
2.606 11.197 0 0 9.851
®) (128)
168
(436)
(390)
(1.125)
2.601 11.237 (436) 0 8.336
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Notes

10. Deferred income tax liability (assets)

Change in deferred income tax liability for the period analysis as follows:

Deferred income tax liability (asset) at beginning of period ...........ccooiiiiiiii (349)
L1 S o To o IV F= Vo o 1T T=T oY Y £ TSR 104
Exchange rate difference due to foreign subsSidiaries ..........cccoouiiiiiiiiiee 1
Income tax effects on charged older goodwill .............coeeeeiiiiiiiiiiiiee e (168)
Income tax 0N regular OPEFALION ..........cciiii ittt e e e e e s e e bbeae e e e e e e e e eaas (255)
L TT0] g T= v= D 0= V7= L [ U (145)

(812)
Deferred income tax assets stated with investments and other long-term debtors ............... 1.722

910

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

TaNGIDIE fIXEA ASSELS ....eeeiiiiiiiiie et e e e e e e e e e e e 562
(€ ToTo o 11 1| PP PRRP (234)
Taxable 10SS carried FOrWAId .............ooiiiii e e e e e e e (1.734)
(@1 01T 1 (=T LR 594

(812)

11. Long-term liabilities

Liabilities in foreign currency

LIGDIITIES T USD ...ttt e e e e e e e e e e e et e e e e e e e seba e e e e e s eesaaaeeeeseesranrannnnss 10.523
(Yo (ST L N S 893
(= o111 ST (O L 628
LIabilitieS T GBP ..o —————— 747
[T o T TST TR L 2.052
LIiabilities T SEK ...cooiiiiiciei e 118
[ o T TSTS O 355
LIiabilitieS T EUR .o 18.077

33.393
Liabilities, INAEX-IINKEA IN ISK .....ouuiiiii e e e e e e e e eeraa s 90
FINANCE 1€ASE lADIIILIES ....veeiiiiiieeieee et e e e e e e et e e e e e e e e aebaaaes 2.813

36.296
CUIMENE MALUFALES ...ttt e e e s e e e e e e e e e e s st b e et e e e s e s s annn e neeeeeennes (7.345)

28.951

Annual maturates of the company's long-term liabilities, at the end of the period, are as follows:

Period 1/10 2002 - 30/9 2003 .....oouuiiiieieeeeee et e e e e et e e e 7.345
Period 1/10 2003 - 30/9 2004 ......ouuieeeeeeeeiiee e e e e e s 5.187
Period 1/10 2004 - 30/9 2005 ......ouuiiieeiieeiee et e e e 1.803
Period 1/10 2005 - 30/9 2006 ......uuuiieieeiiieiiiiee et e e e e e e e e et e e e et 4.740
Period 1/10 2006 - 30/9 2007 ....covuuieiieieeeteee et e e e e e e e e e e e e 6.059
1= (=] PPN 11.162

36.296
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Notes

12. Mortgages

Loans with an outstanding balance of eur 16 million are secured with mortgages and pledges against the
group's buildings. Loans with an outstanding balance of eur 8,8 million are secured with mortgages and
pledges against the groups other assets.

13. Commitments

The Group has made some rental agreements for building, motor vehicles and office equipment, now
with the remaining balance of EUR 2 million. The amount will be charged at the relevant rental time of
each agreement. The rental agreements will materialise in the years 2002 - 2006.

At the beginning of 2001 the parent company entered into an option schema whereby the company's
employees can obtain shares, nominal value of ISK 8.580.000 at a par value of ISK 42, to be exercised
in the years 2002 - 2007. To be able to fulfil this schema the company will use a permission to buy own
shares or issue additional shares in accordance with an agreement of the company's annual general
meeting on March 17, 2000.
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