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The Board of Directors' and CEO's Report

The consolidated financial statements for the year 2007 comprise the financial statements of Marel Food Systems hf
(the Company) and its subsidiaries. The consolidated financial statements are prepared in accordance with
International Financial Reporting Standards (IFRS) as adopted by the European Union.

A private placement of 33.5 million new shares and a stock option 3.2 million new shares in Marel Food Systems hf
were sold for EUR 34.4 million. The total number of the Company’s shares after the offering is 403,785,697 .-

Marel Food Systems hf., has entered into an agreement to acquire the Stork Food Systems division of Stork N.V.
Through the acquisition Marel Food Systems will double its revenues and strengthen the platform for further internal
growth and profitability. See also note 32.

Total sales of the Group according to the income statement were EUR 289 million in the year compared to EUR 208
million in the year 2006. Net profit of the Group amounted to EUR 6.1 million compared to EUR 0.2 million in the
preceding year. Assets of the Group amounted to EUR 427 million according to the balance sheet and shareholders'
equity amounted to EUR 182 million at year-end.

During the year an average of 2,129 employees were employed by the Group (at year end 2,245). Total wages and
salaries for the group amounted to EUR 106.1 million.

The number of shareholders in Marel Food Systems hf at year end 2007 was 2,038, a decrease of 937 during the year.
Three shareholders had a holding interest of more than 10% in the company, Eyrir Invest, with 31.25%, Landsbanki
islands hf, with 21.01% and Grundtvig Investment with 12.93%.

The Board of Directors suggests no dividend to be paid in the year 2008, but refers to the financial statements
regarding appropriation of the year's net profit and changes in shareholders' equity.

The Board of Directors and CEO of Marel Food Systems hf hereby ratify the Consolidated Financial Statements of
Marel Food Systems hf for the year 2007 with their signatures.

Gardabeer, 12 February 2008

Board of Directors

Arni Oddur bérdarson
Arnar bor Masson
Fridrik J6hannsson
Helgi Magnusson
Lars Grundtvig
Margrét Jonsdéttir

Chief Executive Officer

Hordur Arnarson



Independent auditor’s report

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

We have audited the accompanying consolidated financial statements of Marel Food Systems hf and it's subsidiaries
(together; the Group) which comprise the consolidated balance sheet as of 31 December 2007 and the consolidated
income statement, consolidated statement of changes in equity and consolidated cash flow statement for the year then
ended and a summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

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

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

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

Opinion

In our opinion, the accompanying consolidated financial statements give a true and fair view of the financial position of
the Group as of 31 December 2007, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the EU.

Gardabeer, 12 February 2008.
PricewaterhouseCoopers hf
périr Olafsson

Kristinn Freyr Kristinsson



Financial Ratios

Operating results

GroSS Profit oo
Profit before depreciation (EBITDA) ......ccccceveeiiiiieieennnns
Profit from operations (EBIT) .......cccocvveveeiiiiiiiiee i
Profit for the Year ...

Cash flow statement

Net cash from (to) operating activities ...........cccccccceeeine
INVESEING ACtIVItIES ...ccceiiiiieiie e
FInancing actiVities ...........oooceieeeiiiiiieee e

Financial position
TOtal BSSELS ...vviiieciieiie e

Various figures in proportion to sales

GroSS Profit .o
Selling and marketing eXpenses .........cccccveeviiveereeeeeinen.
Research and development eXpenses ..........ccccoccvveeeeens
Administrative expenses
Wages and benefits .......cccccooviiiiiiee i
Profit before depreciation (EBITDA) .......cccceveeiiiiiiieeeens
Depreciation/amortization ............ccccccveveeiiiiiiiee e
Profit from operations (EBIT) .......cooiiieiieiiiiiieeeeeiieeee
Profit for the period ..........cccccveeiiiiiiiie e

Other key ratios
Current ratio
QUICK TALIO .evvveieieieieiee e
EQUILY Fatio ...vvveeeeeiiiiiiee e
Return on OWNEers' €QUILY .........cccoiiiieereeeiiiiiieeeeeeiiieeeeenn
Return on total assets .........ccccvevvieieinicnecnce e,
Price to earnings (P/E) last 12 months .............cccccceenee

*Amounts 2003 are not in conformity with IFRS.

Marel Food Systems hf, Consolidated financial statements 31 December 2007

2007

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

6,066

2,778
(70,249)
34,118

427,304
109,887
181,835

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

1.9

13
42.5%
3.7%
1.5%
73.5

2006

208,700
68,803
15,679

7,527
159

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

364,793
87,989
144,423

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

1.9
1.2
39.6%
0.2%
0.1%

2005

129,039
43,625
14,814

9,721
5,715

2,987
(10,180)
7,210

114,890
16,557
41,032

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

1.4
0.6
35.7%
18.1%
5.4%
36.7

2004

112,301
41,016
16,527
12,066

7,984

13,207
(6,389)
(7,263)

95,482
19,807
31,595

36.5%
12.4%
5.8%
8.1%
41.9%
14.7%
4.0%
10.7%
7.1%

1.6
0.7
33.1%
30.5%
9.0%
17.7

2003*

106,104
34,617
10,129

6,568
3,749

4,724
(1,955)
(1,153)

81,334
17,700
25,167

32.6%
12.8%
6.8%
8.1%
41.0%
9.5%
3.4%
6.2%
3.5%

1.7
0.8
30.9%
16.5%
4.6%
19.7

Amounts in thousands of EUR



Consolidated Income Statement

2007 2006 2007 2006
Notes Q4 Q4

SAIES .ot 5 78,869 71,946 289,817 208,700
CoSt 0f SAIES ...eeeeiiiecee e (53,692) (48,296) (192,581) (139,897)
Gross profit 25,177 23,650 97,236 68,803
Other operating iNCOME ........ccccvveeeivciiiiee e (66) 642 1,203 1,722
Selling and marketing eXpenses ..........cccccevvcveeeeenn. (12,172) (20,990) (44,829) (29,085)
Research and development expenses ................... (4,237) (4,291) (14,631) (11,744)
Administrative eXpenses ..........occuveeeeeeriiieeeeeeiiieenns (7,100) (7,933) (28,950) (22,169)
Profit from operations 1,602 1,078 10,029 7,527
FInance COStS - Net ........ooviiiiiiiiiie e 7 (2,277) (1,264) (7,091) (5,026)
Share of results of associates ..........cccccevvcvieieeenns 27 5,125 (236) 4,602 (1,449)
Profit before income tax 4,450 (422) 7,540 1,052
INCOME taX EXPENSE .....vvvvieeeeiiiiiiee e 9 (1,077) (93) (1,474) (893)
Net profit 3,373 (515) 6,066 159
Attributable to:
Equity holders of the Company ..........cccccveevviiveneenn. 3,367 (520) 6,065 146
MINOFity INTEIEST ...cooiiiiiiie e 6 5 1 13

3,373 (515) 6,066 159
Earnings per share for profit attributable to
equity holders of the company during the year
(expressed in EUR cent per share):
= DASIC i 10 0.91 -0.14 1.65 0.05
SdIlUtEd e 10 0.90 -0.14 1.64 0.05

The notes on pages 9-34 are an integral part of the consolidated financial statements.

Marel Food Systems hf, Consolidated financial statements 31 December 2007
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Consolidated Balance Sheet

ASSETS

Non-current assets

Property, plant and equipment ...........ccccceevviiiinee e,
GOOAWIIl .
Other intangible aSSets .........ccccceiviiiiie e
INVeStMENtS iN aSSOCIALES ........ccevveeeeeeeei e
Available-for-sale iINnVESIMENts ..........ccoccvveiieiiiiiieee e,
RECEIVADIES ...
LOAN 10 ASSOCIALE ...vevieiiiiiiiiieeeiciiriee e eertree e e e e e e e e e e e
Derivative financial inStruments ..........cccccciviviieeeeiereeeeeeeeee e,
Deferred INCOME taX @SSELS ....uvvvieeiiiiiiiiee e

Current assets

([ NVZ=T 0] (o] =TSR

Production contracts

Trade receivables ...
Other receivables and prepayments ..........cccccceveeeviciviiee e cciienenn,
LOAN 10 ASSOCIALE ......uueiiiiiiiiiiiiiiiieeirr e e e e e e e e e e e e e e e e e e e s s e seneneneees
Derivative financial inStruments ..........ccccceeviiieee e
Cash and cash equivalents ...

Total assets

EQUITY

Capital and reserves attributable to equity holders of the Company
OrdiNary SNAIES ......cooiuuiiiiieeiie et
Treasury SHares .......c.ccoiiciiiie e
SNare PremMiUM ..o e ee s
Fair value and other reServes ..........cocccevieeniie e
Retained arniNgS .......cccuueeeieiiiiieie e

Minority interest
Total equity

LIABILITIES
Non-current liabilities
BOITOWINGS ..vvvvieeeeeiiieee e
Deferred income tax liabilities ....................
ProvisSion .........cccvveeeiiiiiieee e
Derivative financial instruments

Current liabilities

Trade and other payables ..........ccccvieiiiiiiiic e
Derivative financial inStruments ..........cccccciviiiieeieieieceeeeeeeeeeeeeeen
Current income tax liabilities .......ccccoovviieeiiiie e,
BOITOWINGS ...ttt ettt e e et e e e e e eneeeeeeeenes
PrOVISIONS ...vviiieiiiiiiei ettt

Total liabilities

Total equity and liabilities

The notes on pages 9-34 are an integral part of the consolidated financial statements.

Marel Food Systems hf, Consolidated financial statements 31 December 2007

Notes

12
13
13
27
28
16
30
18
21

14
15
16
16
30
18
17

25
25

26

19
21
22
18

20
18

19
22

31/122007  31/12 2006
66,305 56,125
95,450 97,117
24,585 16,510

3,281 939
631 744
245 314

0 6,707

127 37
3,542 1,991
194,166 180,484
61,587 53,263
15,168 13,118
52,871 47,306
20,427 6,697
49,607 0
3,041 846
30,437 63,079
233,138 184,309
427,304 364,793

4,452 4,048

(38) (3
147,584 115,369
(502) (88)
30,293 25,052
181,789 144,378
46 45
181,835 144,423
115,327 119,744
6,380 4,306
11 0

500 0
122,218 124,050
75,487 54,861
117 445

736 709
45,029 38,803
1,882 1,502
123,251 96,320
245,469 220,370
427,304 364,793

Amounts in thousands of EUR



Consolidated Statement of Changes in Shareholders' Equity

Notes
Balance at 1 January 2006
Cash flow hedges:
— net fair value gain/(loss), net of tax ........ 26
Currency translation differences ............... 26

Net income/(expenses) recognised

directly in equity ......ccceeeeeiiiiiiee e,

Sale of treasury shares ..........ccccceeeeeennee.
Purchases of treasury shares ...................
Employee share option scheme:

- value of services provided ......................
Business combination ..................... 31
Dividend related to 2005
Profit for the period
Issue of share capital ...........cccccceevviieeenns

Balance at 31 December 2006

Cash flow/net investment hedges:

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

directly in equity ......ccceeeeiiiiiiiee e,
Purchases/sale of treasury shares ............
Employee share option scheme:

- value of services provided ......................
Dividend related to 2006 ..............cccecveenene.
Profit for the period
Issue of share capital ...........cccccoveivvieeenns

Balance at 31 December 2007

Attributable to equity holders of the Company

Share Share Other Retained Minority Total
capital premium reserves earnings Total interest equity
2,629 12,671 225 25,507 41,032 0 41,032
676 676 676
(989) (989) (989)
0 0 (313) 0 (313) 0 (313)
29 1,651 1,680 1,680
(24) (1,734) (1,758) (1,758)
349 349 349
0 0 32 32
(601) (601) (601)
146 146 13 159
1,411 102,432 103,843 103,843
1,416 102,698 (313) (455) 103,346 45 103,391
4,045 115,369 (88) 25,052 144,378 45 144,423
645 645 645
(1,059) (1,059) (1,059)
0 0 (414) 0 (414) 0 (414)
(35) (2,303) (2,338) (2,338)
557 557 557
(824) (824) (824)
6,065 6,065 1 6,066
404 33,961 34,365 34,365
369 32,215 (414) 5,241 37,411 1 37,412
4,414 147,584 (502) 30,293 181,789 46 181,835

The notes on pages 9-34 are an integral part of the consolidated financial statements.

Marel Food Systems hf, Consolidated financial statements 31 December 2007

Amounts in thousands of EUR



Consolidated Cash Flow Statement

2007 2006
Notes

Cash flows from operating activities
= o] o) {1 PRSP 6,066 159
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and impairment of fixed aSSets ..........cccceviiieiieeiiiiiiieec e 5,069 3,834
Amortisation and impairment of intangible assets ............ccccccvceeeeiiiiiei e, 5,882 4,318
Currency fluctuations and INAeXation ............coooi i 260 (5,428)
Changes in deferred taXES ........ciiicuiiiii e a e 246 (788)
Share of results of associates (4,602) 1,460
Other ChANGES .....ooiiiiiie et 66 (817)
Working capital provided by operating activities 12,987 2,738
Changes in operating assets and liabilities:
Inventories and production contracts (decrease) (12,115) (8,214)
Trade and other receivables (deCrease) ........cocuueriieiiiiiiiiee e (20,399) (2,137)
Short-term liabilities, INCrEASE ........ccviiiiiiiiiiie e 22,305 4,621
Changes in operating assets and liabilities (10,209) (5,730)
Net cash from (to) operating activities 2,778 (2,992)
Cash flows from investing activities
Acquisition of subsidiary, net of cash acquired ............ccccceeevviiiiii i, 28 0 (45,732)
Purchase of property, plant and equipment (PPE) ........ccccooiiiiiiniieee 12 (17,328) (10,402)
Purchase of iINtangibIes ...........oviiiiiiiiii e 13 (13,266) (7,817)
Purchase of associate INVESIMENTS ..........ccooiiiiiiiiiaii e 27 0 (2)
(o= T E30 1 T To [ T PRSI (41,643) (8,223)
Proceeds from sale Of PPE ... et 1,242 2,303
Proceeds from sale Of SNArES .........cooiiiiiiiiiii e 746 118
Net cash used in investing activities (70,249) (69,754)
Cash flows from financing activities
Proceeds from issue of ordinary shares ...........ccccccevviiiiiee i 34,638 59,018
Proceeds from (purchase of) treasury shares, net (2,154) 271
Proceeds from DOITOWINGS .....c.cooiiiiiiieei ettt e e 24,669 75,358
Repayments of DOITOWINGS .......coiiiiiie e (13,434) (10,095)
Finance lease prinCipal PAYMENES .........ccoiiiuiiiieiiiiiiee e e e (865) (569)
Changes in short-term bank 10aNS ... (7,912) 8,936
Dividend paid to group shareholders ..........cccvevieiiiiiiiie e (824) (601)
Net cash from financing activities 34,118 132,318
Net increase (decrease) in cash and cash equivalents (33,353) 59,572
Exchange losses on cash and bank overdrafts ............cccccooiiiiiiiiniic e, 711 (373)
Cash and cash equivalents at beginning of year ...........cccccceeiviiiiiee i 63,079 3,880
Cash and cash equivalents at end of year 30,437 63,079
Other information
101 (=TSTS] B o T= o [ P UPP ORI (3,573) (2,431)
INCOME TAX PAI ..ot e e et e e e e et e e e e e e aneneeaeeanes (1,864) (1,143)
Dividend received 8 3

The notes on pages 9-34 are an integral part of the consolidated financial statements.
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Notes to the Consolidated Financial Statements

1. General information

Marel Food Systems hf. ("the company") and its subsidiaries (together "the group") manufactures, distributes and sells
solutions for use in all major sectors of the food processing industry.

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

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

These consolidated financial statements have been approved for issue by the board of directors on 12 February 2008.

2. Summary of significant accounting policies

2.1 Basis of preparation

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

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

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

Standards and amendment effective in 2007
IFRS 7, 'Financial instruments: Disclosures', and the complementary amendment to IAS 1, 'Presentation of financial

statements — Capital disclosures', introduces new disclosures relating to financial instruments and does not have any
impact on the classification and valuation of the group’s financial instruments, or the disclosures relating to taxation and
trade and other payables.

At date of authorisation of these financial statements, the following standards were in issue but not effective:

Effective date
IFRS 8 Operating SEOMENTS .......uuiiiiiiiiiiieee et e e et e e e st e e e sraer e e e e eaaees 1 January 2009

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

2.2 Consolidation

Subsidiaries

Subsidiaries, which are those entities in which the Group has an interest of more than one half of the voting rights or
otherwise has power to govern the financial and operating policies are consolidated. The existence and effect of potential
voting rights that are presently exercisable or presently convertible are considered when assessing whether the Group
controls another entity. Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They
are de-consolidated from the date on which control ceases. The principal subsidiaries are listed in note 34.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed
at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition date.
The excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets acquired is
recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the
difference is recognised directly in the income statement (see Note 2.6).

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

Marel Food Systems hf, Consolidated financial statements 31 December 2007
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Notes to the Consolidated Financial Statements

Transactions and minority interests

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

Associates

Associates are all entities over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for by the equity
method of accounting and are initially recognised at cost. The Group’s investment in associates includes goodwill
identified on acquisition, net of any accumulated impairment loss (see Note 2.6).

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

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

Dilution gains and losses in associates are recognised in the income statement.
2.3 Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks
and returns that are different from those of other business segments. A geographical segment is engaged in providing
products or services within a particular economic environment that are subject to risks and returns that are different from
those of segments operating in other economic environments.

2.4 Foreign currency translation

Functional and presentation currency

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

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at the year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statement. Foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translation at year-end exchange rate of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement, except where hedge accounting is applied as explained in note 2.9.

Group companies

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

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

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

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

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

Marel Food Systems hf, Consolidated financial statements 31 December 2007
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Notes to the Consolidated Financial Statements

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

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

2.5 Property, plant and equipment

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

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

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

210 1o 1T PP PPP ORI 20-40 years
Plant and MACKINETY ..ottt e e e et e e e e e et e e e e e e aanaaeeeaeeeannreeeeannns 5-15 years
Equipment and mMotor VENICIES ..........uviiiiiiiiiee et e 3-8 years

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

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

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

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

Borrowing cost is expensed as incurred except when directly attributable to acquisition or construction of an asset that
necessarily takes a substantial period of time to get ready for its intended use. Such borrowing cost is capitalised as part
of the cost of the asset when it is probable that it will result in future economic benefits to the entity and the cost can be
measured reliably.

2.6 Intangible assets

Goodwill

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

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

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

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

Costs associated with developing or maintaining computer software programmes are recognised as an expense as
incurred. Costs that are directly associated with the production of identifiable and unique software products controlled by
the Group, and that will probably generate economic benefits exceeding costs beyond one year, are recognised as
intangible assets. Direct costs include the software development employee costs and an appropriate portion of relevant
overheads. Computer software development costs recognised as assets are amortised over their estimated useful lives
(not exceeding five years).

Other intangible assets
Expenditure to acquire patents, trademarks and licenses is capitalised and amortised using the straight-line method over
their useful lives, but not exceeding 8 years. Intangible assets are not revalued.

2.7 Impairment of non-financial assets

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

2.8 Financial assets

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

Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market and with no intention of trading. They are included in current assets, except for maturities greater than 12 months
after the balance sheet date. These are classified as non-current assets. Receivables are included in receivables and
prepayments in the balance sheet (see note 2.12).

Available-for-sale financial assets

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

Purchases and sales of investments are recognised on trade-date — the date on which the Group commits to purchase or
sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at
fair value through profit or loss. Investments are derecognised when the rights to receive cash flows from the investments
have expired or have been transferred and the Group has transferred substantially all risks and rewards of ownership.
Available-for-sale financial assets are subsequently carried at fair value. Loans and receivables are carried at amortised
cost using the effective interest method. Unrealised gains and losses arising from changes in the fair value of non-
monetary securities classified as available-for-sale are recognised in equity. When securities classified as available for
sale are sold or impaired, the accumulated fair value adjustments are included in the income statement as impairment loss
from available-for-sale investments.
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The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and
for unlisted securities), the Group establishes fair value by using valuation techniques. These include the use of recent
arm’s length transactions, reference to other instruments that are substantially the same and discounted cash flow
analysis refined to reflect the issuer’s specific circumstances.

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

2.9 Derivative financial instruments and hedging activities

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
remeasured at their fair value. The method of recognising the resulting gain or loss depends on whether the derivative is
designated as a hedging instrument, and if so, the nature of the item being hedged. The group designates certain
derivatives as either:

(a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge);

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

(c) 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.

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

(a) Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the income
statement, together with any changes in the fair value of the hedged asset or liability that are attributable to the hedged
risk. The group only applies fair value hedge accounting for hedging fixed interest risk on borrowings. The gain or loss
relating to the effective portion of interest rate swaps hedging fixed rate borrowings is recognised in the income statement
within ‘finance costs’. The gain or loss relating to the ineffective portion is recognised in the income statement within ‘other
gains/(losses) — net’. Changes in the fair value of the hedge fixed rate borrowings attributable to interest rate risk are
recognised in the income statement within ‘finance costs’.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of a hedged item for
which the effective interest method is used is amortised to profit or loss over the period to maturity.

(b) Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is
recognised in equity. The gain or loss relating to the ineffective portion is recognised immediately in the income statement
within ‘other gains/(losses) — net'.
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Amounts accumulated in equity are recycled in the income statement in the periods when the hedged item affects profit or
loss (for example, when the forecast sale that is hedged takes place). The gain or loss relating to the effective portion of
interest rate swaps hedging variable rate borrowings is recognised in the income statement within ‘finance costs’. The gain
or loss relating to the ineffective portion is recognised in the income statement within ‘other gains/(losses) — net’. However,
when the forecast transaction that is hedged results in the recognition of a non-financial asset (for example, inventory or
fixed assets) the gains and losses previously deferred in equity are transferred from equity and included in the initial
measurement of the cost of the asset. The deferred amounts are ultimately recognised in cost of goods sold in case of
inventory or in depreciation in case of fixed assets.

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

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

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

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

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

2.10 Inventories

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

2.11 Production (construction) contracts

Production costs are recognised when incurred.

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

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

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

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

The Group presents as a liability the gross amount due to customers for contract work for all contracts in progress for
which progress billings exceed costs incurred plus recognised profits (less recognised losses).
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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.
The amount of the provision is the difference between the asset’s carrying amount and the present value of estimated
future cash flows, discounted at the effective interest rate. The carrying amount of the assets is reduced through the use of
an allowance account, and the amount of the loss is recognised in the income statement within sales. When a trade
receivable is uncollectible, it is written off against the allowance account for trade receivables. Subsequent recoveries of
amounts previously written off are credited against sales in the income statement.

2.13 Cash and cash equivalents

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

2.14 Share capital

Ordinary shares are classified as equity.

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

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

2.15 Trade payable

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

2.16 Borrowings

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

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

2.17 Current and deferred income tax

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

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

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

2.18 Employee benefits

Equity compensation benefits

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

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

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

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

2.19 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is
probable that an outflow of resources will be required to settle the obligation, and the amount has been reliably estimated.
Restructuring provisions comprise lease termination penalties and employee termination payments. Provisions are not
recognised for future operating losses. The company gives warranty on certain products and undertakes to repair or
replace items that fail to perform satisfactorily. Group expects a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually
certain.

2.20 Revenue recognition

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

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 to
date as a percentage of the total services to be performed.

Marel Food Systems hf, Consolidated financial statements 31 December 2007



17

Notes to the Consolidated Financial Statements

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

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

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

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to
the income statement on a straight-line basis over the period of the lease.

2.22 Dividend distribution

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

2.23 Comparatives

Where applicable comparative amounts in the income statement have been transferred between items to reflect changes
in the presentation for this period. It doesn't affect the net operating income for the year.

3. Financial risk management
3.1 Financial risk factors

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

(a) Market risk

(i) Foreign exchange risk

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

The group has certain investments in foreign operations, whose net assets are exposed to foreign currency translation
risk. Currency exposure arising from the net assets of the group’s foreign operations is managed primarily through
borrowings denominated in the relevant foreign currencies.
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At 31 December 2007, if the functional currency had weakened/strengthened by 1% against the UK pound with all other
variables held constant, post-tax profit for the year would have been EUR 241 lower/higher as a result of foreign exchange
gains/losses on translation of UK pound-denominated financial instruments. The sensitivity of UK pound-denominated
financials instruments is relatively similar to last year.

At 31 December 2007, if the functional currency had weakened/strengthened by 1% against the SKK, the Slovak Koruna,
with all other variables held constant, post-tax profit for the year would have been EUR 82 lower/higher, mainly as a result
of foreign exchange gains/losses on translation of SKK denominated borrowings. Profit is more sensitive to movements in
functional currency/SKK exchange rates in 2007 than 2006 because of the increased amount of SKK borrowings.

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

(iii) Cash flow and fair value interest rate risk

The group’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the group to
cash flow interest rate risk. Borrowings issued at fixed rates expose the group to fair value interest rate risk. Group policy is
to maintain approximately 60% of its borrowings in fixed rate instruments. During 2007 and 2006, the group’s borrowings
at variable rate were denominated in EUR and DKK.

Based on the various scenarios, the group manages its cash flow interest rate risk by using floating-to-fixed interest rate
swaps. Such interest rate swaps have the economic effect of converting borrowings from floating rates to fixed rates.
Generally, the group raises long-term borrowings at floating rates and swaps them into fixed rates that are lower than
those available if the group borrowed at fixed rates directly. Under the interest rate swaps, the group agrees with other
parties to exchange, the difference between fixed contract rates and floating-rate interest amounts calculated by reference
to the agreed notional amounts.

Occasionally the group also enters into fixed-to-floating interest rate swaps to hedge the fair value interest rate risk arising
where it has borrowed at fixed rates in excess of the 60% target.

At 31 December 2007, if interest rates on functional currency-denominated borrowings had been 0.1% higher/lower with all
other variables held constant, post-tax profit for the year would have been EUR 16.4 lower/higher, as a result of
higher/lower interest expense on floating rate borrowings. At 31 December 2007, if interest rates on DKK-denominated
borrowings at that date had been 0.5% higher/lower with all other variables held constant, post-tax profit for the year would
have been EUR 223 lower/higher, as a result of higher/lower interest expense on floating rate borrowings.

(b) Credit risk

Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with banks and financial
institutions, as well as credit exposures to customers, including outstanding receivables and committed transactions. The
credit quality of the customer is assessed, taking into account its financial position, past experience and other factors. The
utilisation of credit limits is regularly monitored. 90% of sales to customers are settled in cash or letter of credit.

Exposure to credit risk

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

Carrying amount

Note 2007 2006

Trade reCEIVADIES ....c.coiiiiiie et e 16 53,116 47,620
Other receivables and pPrepayments ... 16 20,427 6,697
LOAN 10 ASSOCIALE .. .vvieiiiiiiiiiii e ettt e et e e e e e e e s e e e s e et a e e e e e e snnrreaaeeannnees 30 49,607 6,707
Derivative financial INSITUMENLES .........uiiiiiiiieieee e e e e e 18 3,168 883
Cash and cash eqUIVAIENLES ..........cccuviiiii i 17 30,437 63,079
156,755 124,986
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(c) Liquidity risk

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

The table below analyses the group’s financial liabilities into relevant maturity groupings based on the remaining period at
the balance sheet to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted
cash flows.

Carrying Contractual Less than 1 Between 1 Between 2
At 31 December 2007 amount cash flow year and 2years and 5years Over 5 Years
BOrrowings .......cceeeevieveeneeniiiieeeenn. 160,356 193,705 55,510 9,207 98,864 30,124
Trade and other payables ............. 73,760 73,760 73,760 0 0 0

The table below analyses the group’s derivative financial instruments which will be settled on a gross basis into relevant
maturity groupings based on the remaining period at the balance sheet to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows.

Contractual Lessthan1l Between 1
At 31 December 2007 cash flow year and 2years

Forward foreign exchange contracts — cash flow hedges
(O 11 11 0 30,806 28,106 2,699
INFIOW et ettt ettt e ettt e teenreean 33,525 30,596 2,929

Contractual Lessthan1l Between 1
At 31 December 2006 cash flow year and 2years

Forward foreign exchange contracts — cash flow hedges
OULFIOW .t 32,903 30,814 2,089
INFIOW ettt r e nnee 35,121 32,780 2,341

3.2 Capital risk management

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

From time to time the Group purchases its own shares on the market; the timing of these purchases depends on market
prices. Primarily the shares are intended to be used for issuing shares under the Group's share option program. Buy and
sell decisions are made on a specific transaction basis by the Board; the group does not have a defined share buy-back
plan.

3.3 Fair value estimation

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

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

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

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. The Group makes estimates
and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal the related
actual results.

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

(a) Estimated impairment of goodwill

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

(b) Income taxes

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

(c) Fair value of derivatives and other financial instruments

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

(c) Revenue recognition

The Group uses the percentage-of-completion method in accounting for its sales of goods and production contracts. Use
of the percentage-of-completion method requires the Group to estimate the stage of completion to date as a proportion of
the total work to be performed.
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5. Segment information
Business segments
At 31 December 2007, the Group is organised on a worldwide basis into three main business segments (industries): (1)

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

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

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

Fish Poultry Meat Unallocated Group
Total gross segment sales ........cccoceeevieieeniineeennn. 111,022 88,014 102,958 69,647 371,641
Inter-segment Sales .........cccceiiiiiiiiiie e (14,419) (11,072) (8,643) (47,690) (81,824)
Sales 96,603 76,942 94,315 21,957 289,817
Operating Profit .......occceeeiieeiiiee e 10,029
Finance costs - net (7,091)
Share of results of associates 4,602
Profit before tax 7,540
INCOME taX EXPENSE ..ocovvvveeeririee e sieee e eeee e (1,474)
Profit for the year 6,066

The segment results for the year ended 31 December 2006 are as follows:

Fish Poultry Meat Unallocated Group
Total gross segment sales .........cccccveeviivieeiineeennen, 86,842 57,320 62,069 43,282 249,513
Inter-segment Sales ........ccccveviiieeiiiie e (3,432) (13,358) (3,713) (20,310) (40,813)
Sales 83,410 43,962 58,356 22,972 208,700
Operating Profit .......oocceeeviiieeiiiee e 7,527
Finance costs - net (5,026)
Share of results of associates (1,449)
Profit before tax 1,052
TaX EXPENSE ...vvvieeiiiieeeiieeeasiiee e siteaeasiae e sanee e (893)
Profit for the year 159

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

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

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

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

Sales 2007 2006
[o7=1 P g Vo ST SP PR RSP 2,449 4,889
L0 o] oT= o] 1 0= PO PR PSRRI 214,527 145,375
o] g N 4 [T o7 USRS SPPPP 56,163 45914
OtNEI COUNTIIES ..ot e ettt e e et e e e e ettt e e e e e s e b b e e e e eeesaaaatbaeeeaeesassssssaeaeeeaaassaraeessnnsnnes 16,678 12,522

289,817 208,700

Sales are allocated based on the country in which the customer is located.
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2007 2006
Total assets
To7=] - 1o o TSP OPP PSP 310,492 267,458
(@] (=T o701 T4 111N 116,812 97,335
427,304 364,793
Total assets are allocated based on where the assets are located.
Capital expenditure
[CRIANG ... s 8,133 11,619
OFNET COUNTTIES ...t sn e 22,462 6,601
30,595 18,220
Capital expenditure is allocated based on where the assets are located.
6. Quarterly results
Q4 2007 Q3 2007 Q2 2007 Q1 2007 Q4 2006
SAIES .o 78,869 66,087 72,617 72,244 71,946
COSt Of SAIES ..c.veiviecrec (53,692) (44,215) (47,853) (46,821) (48,296)
Gross Profite .. 25,177 21,872 24,764 25,423 23,650
Other operating iINCOME ..........cccovveiiiieeiiiieeeieenn (66) 124 770 375 642
Selling and marketing eXpenses ...........cccocveeerunee. (12,172) (10,398) (11,751) (10,508) (10,990)
Research and development expenses .................. (4,237) (3,122) (3,631) (3,641) (4,291)
Administrative eXpenses .........ccccevvieeriiieeniiieennns (7,100) (6,711) (6,733) (8,406) (7,933)
Profit from operations (EBIT).......cccccceevviieennnnen. 1,602 1,765 3,419 3,243 1,078
Finance CoStS - Net ......cccceoviiiiiiiiieee e (2,277) (1,894) (1,752) (1,168) (1,264)
Share of results of associates ...........ccccoceeeerieenne 5,125 (6,836) 6,598 (285) (236)
Profit (loss) before tax.......ccocccvvvveeiiiieiiiiieeis 4,450 (6,965) 8,265 1,790 (422)
INCOME taX EXPENSE ..oovvvvveeeriiieeeiieeeeeieee e eieee e (1,077) 1,208 (824) (781) (93)
Profit for the year 3,373 (5,757) 7,441 1,009 (515)
Profit before depreciation (EBITDA) ..........cccouveenee 4,841 4,614 5,881 5,644 3,730
2007 2006
7. Finance costs —net
Interest expense:
= DOTTOWINGS ettt ettt ettt e e e et e e e st et e e et bt e e et et e e e bbb e e e bbeeeaabeeeenbeeenan (8,465) (8,981)
- finance leases a77) (53)
- OLNET INTEMEST EXPENSES .. ..eiiieiiiiei ettt ettt ettt e ettt e tbe e e e sabe e e e sabe e e e anbe e e e anbe e e e anbneeeanneeeanneeas (379) (146)
(9,021) (9,180)
Interest iNCOMEe ........cooevveeeeeerrennnn. 1,910 2,463
Other finance income (cost) 8 67
Net foreign exchange transaction gains/(losses) .... 12 1,523
Gain (10SS) 0N Sale Of SUDSIAIAIES ........eiiiiiiieiiiie et e et e e 0 101
(7,091) (5,026)
8. Staff costs
LTz Lo =2 OO PPP O PPPRPRN 106,151 79,920
REIAIEA EXPENSES .. .vviiiiiiiii ettt ettt ettt ettt e et e e s ate e e e aste e e e asbaeeeantaeeeatateeatbeeeanrbeeeenteeeanee 13,194 9,167
119,345 89,087
Staff costs analyses as follows in the income statement:
Cost Of SAIES ..uvviiiiiiiiiee e 63,007 47,869
Selling and marketing expenses 27,478 17,034
Research and development expenses ... 11,958 10,490
AdMINISITAtIVE EXPENSES ....eiiiitiiieitiie e ettt ettt e ettt ettt e e st et e e aabe e e e abe e e e abeeeeabbeaeaabbeeeaasbneeaasaeenas 16,902 13,694
119,345 89,087
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9. Income tax expense

2007 2006

(O T (=] ] 0 = TR 1,228 1,680
Deferred taxX (NOLE 21) ......oii ettt ettt et e e e s te e e e e sbe e e e aabe e e e aabe e e e anbneeeabneeeanbeeennnee 246 (787)
1,474 893

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:

[od (01118 0 1=] (0T (=T = ) 7,540 1,052
Tax calculated at domestic tax rates applicable to profits in the respective countries ............... 1,932 1,088
Permanent differences for taX PUMPOSES ......cocuueiiiiiiie ittt (528) (58)
Change N taX PEICENTAGE .....coiiuuiieiiiiee et ee ettt e ettt e e et e et e e e e bee e e e abbe e e e sbbeeeeastbeeeanbneeesnnbeeesneas (281) 0
Impacts from previously unrecogn. tax losses/asset not recognized and other items ................ 351 (137)
LI R 0= T o = T PO U PP O PP PPN 1,474 893

The weighted average applicable tax rate was 20% (2006: 85%).

10. Earnings per share

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

2007 2006
Net profit attributable to equity NOIAEIS .........eiiiiiie e 6,065 146
Weighted average number of outstanding shares in issue (thousands) ..........cccccccveviiiieninnnnnn 368,343 280,816
Basic earnings per share (EUR CENt PEI SHAIE) ......c..ciiiiuiiiiiiiiie i 1.65 0.05

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.

2007 2006
Net profit used to determine diluted earnings per Share ........cccocccvveviieie i 6,065 146
Weighted average number of outstanding shares in issue (thousands) ..........cccccccveviiiieninnnenn 368,343 280,816
Adjustments for share options (tNOUSANAS) ......c.eeiiiiuiiieiiiiie e 2,264 1,447
Weighted average number of outstanding shares for diluted earnings
PEr ShAare (TNOUSANUS) ...cvvviieiiiie et e e et e e et e e e s rbe e e e arbaeeesreeeens 370,607 284,497
Diluted earnings per share (EUR CENL) ......cooiiiiiiiiiie it siee ettt e e sntaa e sntaa e 1.64 0.05

11. Dividend per share

The dividends paid in March 2007 and March 2006 were EUR 824 (EUR 0.22 cents per share) and EUR 601 (EUR 0.25
cents per share) respectively.
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Land & Plant &  Vehicles &
buildings machinery  equipment Total
At 1 January 2006
COSE ittt 27,872 12,002 7,100 46,974
Accumulated depreciation ..........cccocveeeiiiieeeiiiee e (2,463) (7,593) (3,676) (13,732)
Net DOOK @MOUNL ......c.viiiiiiiiiciie e 25,409 4,409 3,424 33,242
Year ended 31 December 2006
Opening Net bOOK amMOUNT ........oeeviiiiieiiiiee e 25,409 4,409 3,424 33,242
Business COMBINALION .......coeiiiiiiiiiciiec e 11,893 2,190 3,639 17,722
Exchange differenCes .......cccviiieiiiiiii e 163 103 (123) 143
AAAItIONS ..o 5,061 2,796 2,545 10,402
Disposals ......cccccceeiiiieiniiiee e, (880) (91) (579) (1,550)
Depreciation charge (406) (1,572) (1,856) (3,834)
Closing net bOOK amouNt ..........eeeviiiieiiiiee e 41,240 7,835 7,050 56,125
At 31 December 2007
COSE ittt 45,813 18,078 15,750 79,641
Accumulated depreciation ..........cccocveeeiiiiee e (4,573) (10,243) (8,700) (23,516)
Net DOOK @MOUNL ......o.viiiiiiiiieiie e 41,240 7,835 7,050 56,125
Year ended 31 December 2007
Opening Net BOOK @amMOUNT ........ccooiiiiiiiiiie e 41,240 7,835 7,050 56,125
Exchange differenCes ... (336) (278) (262) (876)
AItIONS ..o 8,282 3,039 6,007 17,328
Disposals ......ccccocveeiiiiiiniieeeen 0 (71) (1,132) (1,203)
Depreciation charge (526) (1,812) (2,731) (5,069)
Closing net bOOK amouUNt ..........eveviiiieiiiiee e 48,660 8,713 8,932 66,305
At 31 December 2007
(001 SRR 53,749 20,242 17,856 91,847
Accumulated depreciation . (5,089) (11,529) (8,924) (25,542)
NEt DOOK @MOUNT ... e eeees 48,660 8,713 8,932 66,305
2007 2006
Depreciation of property, plant and equipment analyses as follows in the income statement:
(@40 1) A0 JE=T=1 [T 3,287 2,542
Selling and marketing expenses ... 744 470
DEVEIOPMENT EXPENSES .....eieiiiiiiee ittt ettt e ettt e e et et e e e be e e e et e e e e sttt e e s bbeeeabbeeeaabbeeeaasbeeeesnbneeeanneeaan 256 292
AdMINISITAIVE EXPENSES ....eiiiitieieitiie e ettt ettt e ettt ettt e e aabe e e e aabe e e e aabeeaeabeeeeabeeaeaabeeeeaabbeeeaanneeaas 782 530
5,069 3,834

Building in Austurhraun 9 is pledged with letter of indemnity (LOI), amount USD 7.3 million.
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13. Intangible assets
Development

Goodwill costs Trade name Patents Software Total
At 1 January 2006
COSt i 9,580 8,092 0 329 97 18,098
Accumulated depreciation ................... 0 0 0 0 0 0
Net book amount ...........cccceevvirieennenne 9,580 8,092 0 329 97 18,098
Year ended 31 December 2006
Opening net book amount ................... 9,580 8,092 0 329 97 18,098
Business combination ...........c...cccceeeuee 87,169 3,868 0 266 346 91,649
Exchange differences ........ccccccoceveeennns 368 8 0 1 4 381
Additions .......ccceevviieeeinnnen. 0 6,716 0 710 391 7,817
Amortisation charge 0 (3,736) 0 (415) (167) (4,318)
Closing net book amount ..................... 97,117 14,948 0 891 671 113,627
Year ended 31 December 2007
Opening net book amount ................... 97,117 14,948 0 891 671 113,627
Allocation of business combination ..... (4,693) 0 3,201 1,492 0 0
Exchange differences .... (835) (124) 0 (16) Q) (976)
AddItions .......oooiiiiiiie 3,920 8,418 0 507 421 13,266
Amortisation charge ........cccccoeevvveernnen. (59) (5,000) 0 (463) (360) (5,882)
Closing net book amount ..................... 95,450 18,242 3,201 2,411 731 120,035
At 31 December 2007
COSE ittt 95,509 26,978 3,201 3,289 1,258 130,235
Accumulated depreciation ................... (59) (8,736) 0 (878) (527) (10,200)
Net book amount 95,450 18,242 3,201 2,411 731 120,035
2007 2006
Amortisation of intangible assets analyses as follows in the income statement:
COSE OF SAIES ...ttt bbbttt 89 39
Selling and Marketing EXPENSES ....ccciuuiiiiiiiie ittt et e st e e st e e st e e abateeataeeeantaeeeanraeeeanes 128 36
DEVEIOPMENT EXPENSES ....vvieiiiitieeeiitieeesitee e sttt e e sbee e e stte e e abteeeaste e e s seeee s sseaeanssaaeaasteaesantneeasssnenas 5,519 4,106
AdMINISITAIVE EXPENSES ..vviiiiiiiiieiiiiee ittt e ettt e ettt e s steeeessteeeeasteeeeataeae s taeaeanbeeaeaaseeeesareeeesnseeanas 146 137
5,882 4,318

Purchase price allocation regarding acquisition of the share capital of Scanvaegt International A/S led to allocation from
goodwill amount EUR 4.7 million to trade name EUR 3.2 million and patents EUR 1.5 million.

Patents of EUR 469 (2006: EUR 469) have been pledged as security for borrowings.

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

The recoverable amount of a CGU is determined based on value-in-use calculations. These calculations use pre-tax cash
flow projections based on financial budgets approved by management covering a five-year period. Cash flows beyond the
five-year period are extrapolated using estimated growth rates (3-5%), gross margin (11-28%) and discount rate (8-17,5%).
The growth rate does not exceed the long-term average growth rate for the business in which the CGU operates.

Management determined budgeted gross margin based on past performance and its expectations for the market
development. The weighted average growth rates used are consistent with the forecasts included in industry reports. The
discount rates used are pre-tax and reflect specific risks relating to the relevant segments.

The impairment test of goodwill did not result in impairment loss.
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31/12 2007  31/12 2006
14. Inventories

RAW MALETIAIS ...ttt et b et et e et e et e b e e e 30,912 30,155
WWOTK IN PIOGIESS ..uvviieeiiiiie e ittt e ettt ettt e e sttt e e st e e s bt e e s e bt e e e e bte e e s ste e e e steeeeanbaeeeantaeeeantaeeessaeeennnes 9,519 6,340
[T TES g =T I To o T LS PSSO PP OUPRPSRN 21,156 16,768

61,587 53,263

The cost of inventories recognised as expense and included in ‘cost of goods sold’ amounted to EUR 104,605 (2006: EUR
81,138).

Inventories of EUR 8,951 (2006: EUR 7,049) have been pledged as security for borrowings.

15. Production contracts

Ordered WOTK iN PIrOCESS .. .uvvieiiiiieiiiiiee ettt e ettt e e sttt e e st e e e staeeeabeeeeabeeeeassteeeaastaeeaastneaeanteeeenseeas 37,282 25,963
Advances received on ordered WOrk iN PrOCESS .......oeiiviieeiirieeeiiiieeesiieeessieeeessiree e seeeeasneeeessneees (22,114) (12,845)
15,168 13,118

16. Receivables and prepayments

Current receivables:

B0 (SR (=10 T\ VZ= 1 o] LT 55,946 50,201
Less: Provision for impairment of reCeivables ... (2,830) (2,581)
Trade rECEIVADIES — NET ..vveiiiiiieeiiee e e e e e e e e e et b e e e e e s eaab e e e e e s ssaaaa e eeeessresnaans 53,116 47,620
LESS NON-CUMENT POITION ....tiiiiiiiie ettt ettt e et e e st e e s st e e e ab e e e st e e e e anbe e e e anbeeeeanneean (245) (314)
Current portion 52,871 47,306

Other receivables and prepayments

Pre-PAYMENTS ...oeiiiiiiiiiieii et e et e e e s e e e e e e e e e e e e e e e e e e e e a e e e e ann 13,269 4,303
Other receivables 7,158 2,394
20,427 6,697

All non-current receivables are due within four years from the balance sheet date.
The carrying amounts of receivables and prepayments approximate their fair value.
As of 31 December 2007, trade receivables of EUR 20,486 were fully performing.

Trade receivables that are less than three months past due are not considered impaired. As of 31 December 2007, trade
receivables of EUR 21.502 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 2007, trade receivables of EUR 13.884 were impaired and provided
for. The amount of the provision was EUR 2,830 as of 31 December 2007. The individually impaired receivables mainly
relate to customers, which are in unexpectedly difficult economic situations. It was assessed that a portion of the
receivables is expected to be recovered. The ageing of these receivables is as follows:

Gross
amount  Impairment
UP 10 B MONTNS .ttt ettt ettt e ettt e e et e e et b e e e e bb e e e e bt e e ennneeennnes 21,502 0
(@Y7 eI 410111 1N 13,884 2,830
35,386 2,830

Receivables of EUR 4,141 (2006: EUR 3,837) have been pledged as security for borrowings.

The carrying amounts of the group’s trade and other receivables are denominated in the following currencies:

2007
EUR .............. 21,551
DKK .....cocue. 10,928
US dollar 9,725
UK pound 5,813
Other currencies 7,929
55,946
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Movements on the group provision for impairment of trade receivables are as follows:

2007 2006
L A RN - 14 18 = o PP P PPN 2,581 748
BUSINESS COMBDINALION .. .oivviiiiiiiiiiiee et e e e e e e e e e e e e b e e e e s e s saba e esassssaaa e sesssssbansesseeernes 0 1,627
Provision for receivables impairment 1,403 235
Receivables written off during the year as uncollectible (790) 60
Unused amounts reversed (363) (90)
PN R B 1T o7 0] o 1= 2,830 2,581

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

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

17. Cash and cash equivalents

Cash atbank and iN hand ............oooiiiiiiiiie e e e e e e ea e e e e 30,437 63,079

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

18. Derivative financial instruments

31 December 2007 31 December 2006

Assets Liabilities Assets Liabilities
Interest-rate swaps — cash flow hedges ... 127 117 0 445
Currency interest-rate swaps — fair value hedges .............cccceeene 1,775 500
Forward foreign exchange contracts — cash flow hedges ............... 1,266 883
Total 3,168 617 883 445
Less non-current portion:
Interest-rate swaps — cash flow hedges ............cccceviiiiiicincn 127 37
Currency interest-rate swaps — fair value hedges .............cccceeeene 500
Total non-current 127 500 37 0
CUITENT POITION ..ttt 3,041 117 846 445

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

(a) Forward foreign exchange contracts
The notional principal amounts of the outstanding forward foreign exchange contracts at 31 December 2007 were EUR
30,805 (2006: EUR 32,902).

(b) Interest rate swaps
The notional principal amounts of the outstanding interest rate swap contracts at 31 December 2007 were EUR 10,530
(2006: EUR 3,845).

At 31 December 2007, the fixed interest rates vary from 3.3% to 7.98% (2006: 3.3% to 7.98%), and the main floating rates
are EURIBOR, CIBOR and LIBOR. Gains and losses recognised in the hedging reserve in equity on interest rate swap
contracts as of 31 December 2007 will be continuously released to the income statement until the repayment of the bank
borrowings (note 19).

(c) Hedge of net investment in foreign entity

The group’s net investment in UK subsidiary amounting to EUR 20,418 (2006: EUR 21,164) is hedged in full. The foreign
exchange gain of EUR 704 (2006: loss of EUR 340) on translation of the borrowing to currency at the balance sheet date is
recognised in other reserves, in shareholders’ equity.
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19. Borrowings
31/12 2007  31/12 2006

Non-current:
1 F V0] Qoo o 11 gV T PR PPPPTPRRNE 29,337 20,246
DEDENIUIES ...ttt e e et e e e e e e e et e e e e e e e e e ettt b e e e eeeeaaaaataaaaeeesaasbaaaeeesansrrneeeeas 85,657 98,700
Finance 18ase lIabilitIES ............oeeiiiiiiiiiiiiie e e e e e e e e s e ra e e e e e eaaaees 333 798
115,327 119,744
Current:
BaNK OVEIAIAFS ..uvvviiiiiiiiiiiiieee et e e e e et e e e e e e et b e e e e e e s s et b b r e e e e e e earrraeeee s 21,919 25,050
1 F Tl o To o 11 gV T PRSP PPPPPRRN 2,632 11,613
DEDENIUIES ...ttt e e et e e e e e e e et e e e e e e e e e ettt beeeeeeeaaastsaaeaeeeeaaabaaaeeeeannsrrneeeens 19,973 1,173
Finance 18ase lIabilitIeS ............eeiiiiiiiiiiiiiee e e e e e e e s e e e e e e aaaaees 505 967
45,029 38,803
I ] x= U oo {0 11 g Vo T PSP PRTOPPPRRN 160,356 158,547

The borrowings include secured liabilities (leases and bank borrowings) in a total amount of EUR 50,768 (2006: EUR
40,245). The bank borrowings are secured over certain of accounts receivable and inventories. Lease liabilities are
effectively secured as the rights to the leased asset revert to the lessor in the event of default.

Finance lease Other Total Total
Liabilities in currency: liabilities  borrowings  31/12 2007 31/12 2006
Liabilities in CHF .....c.oocviiiiiii e 0 2,311 2,311 505
Liabilities in DKK ..o 202 48,716 48,918 50,672
Liabilities in EUR ......cccoiiiiiiie i 234 20,358 20,592 31,208
LiabilitiesS iN GBP ......occoiiiiiiiiie i 142 1,465 1,607 873

Liabilities in ISK, index linked 0 73,469 73,469 67,386
Liabilities in JPY ....cooeevvvvivvnennnnn. 0 161 161 84
Liabilities in NOK .... 0 380 380 1,570
Liabilities in SKK ..... 0 8,706 8,706 0
Liabilities in USD .................... 67 3,786 3,853 2,944
Liabilities in other currency 193 166 359 3,305
838 159,518 160,356 158,547
CUITENE MALUFALES ...vvviiiiiee ittt e e see e e e e e saaeeeene (505) (44,524) (45,029) (38,803)
333 114,994 115,327 119,744
Annual maturates of non-current liabilities:
Period 2009/2008 ........oooiiiiiieiieieeeeeeeeeeeeeeeeeeee ettt 202 3,972 4,174 22,530
Period 2010/2009 ... . 72 3,212 3,284 3,510
Period 2012/2000 ..coooeiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 45 3,116 3,161 2,444
Period 2012/2011 ....ooooiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 14 76,439 76,453 2,411
= (= PP 0 28,255 28,255 88,849
333 114,994 115,327 119,744

Bank borrowings
Bank borrowings mature until 2027 and bear average coupons of 6.24% annually.

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

(SR aTod 11 A TS0 S [T 22,361
6-12 months 19,973
1-5years .......... 98,710
Over 5 years 19,312

160,356
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The carrying amounts and fair value of the non-current borrowings are EUR 115,327 and EUR 111,115 respectively. The
fair value of current borrowings equals their carrying amount, as the impact of discounting is not significant. The fair values

are based on cash flows discounted using a rate based on the borrowing rate of 7%.

The group has the following undrawn borrowing facilities:

Floating rate:
— Expiring within one year

—  EXPIriNG DEYONT ONE YA ......eiiiiiiieieiie etttk e e et e e s st e e e e abe e e e snbe e e e anbr e e e snnneeas

The facilities expiring within one year are annual facilities subject to review at various dates during 2008.

20. Trade and other payables

2007

20,258
1,957

22,215

31/12 2007 31/12 2006
Trade PAYADIES .. ..ot e et n e e e bb e e e an e e e aneeas 24,389 19,989
Yo7 o1 U= [N 21,607 17,874
DEFEITEA INCOME . ..oeeiiii et e e e e e e et e e e e e e e e aaa e s eessssaba e sesssssbaasesssssssraraanaees 17,693 6,533
OLNEI PAYADIES ...ttt e et e e s bb e e e ebb e e e e bt e e enneeeanes 11,798 10,465
75,487 54,861
21. Deferred income tax
Deferred income taxes are calculated in full on temporary differences under the liability method.
The gross movement on the deferred income tax account is as follows:
T JANUANY 2000 ...coeeeiiiiiiieeee et e e e e e e e e e e e e e e e e e e e e e e e et e e e e e e e e et e e e e a et e e e e e e n e e e e e e e a i neeeas 2,289
Business combination (NOTE 29) .........oiiiuiiiiiiii ettt et e e be e e e sttt e e e abb e e e anbeeeeanbeeeeanrneeean 786
Exchange differences and changes within the Group ...........ooo e 207
Income statement CNArge (NOLE ) ...oo.uiiiiiiiiie ettt e et e sttt e e s tb et e e st bt e e anbb e e e anbeeeanneeesanreeeanes 893
LESS CUITEINE TBX  ..vttiiitieeeietiee e ettt ettt ettt e e ettt e e ekt e e ettt e e e ket e a4ttt e a4 kb e e o4k e e £ o4k b e e a4 bbb e e e b be e e anbeeeenbeeeanbneeenrneeanee (1,680)
TaX CHAIGEA 10 EQUILY ...eeeiiiiiiie ittt ettt ettt ettt e e a et e e eat et e e e m b bt e e s ab bt e e anb bt e e enbe e e ambs e e e enneeeesnneeeeennneas (180)
=g T o) Y= T2 00 R TSRO PUPPUPPRROPI 2,315
T JANUANY 2007 .eeeeeeiiieeee et e et e e e e e et e e e e e e e e e e e e e et e e e e e e e et e e e e e e e et e e e e e e et e e e e e nn e e e e e e e a i rnneeeas 2,315
Exchange differences and changes within the group ...........coo e 28
Income statement CArge (NOLE ) ....oo.uiiiiiiiie ettt et e e e sab et e e s bb e e e sate e e e asbeeeaneeeesanreeeanes 1,474
LESS CUITEINE TBX  ..vteiittieeeiutiee e ettt ettt e ettt e e ettt e e ekt e e ettt e e e ket e e ottt e e ook et e a4k e e £ o4k b e e a4kt e e e o b be e eanbe e e sanbeeeanbneennbneeanee (1,228)
LR g F= e [=To B (eI =T o [N PO O PP TP PP PPRPP 249
=g Lo o) Y= T2 00 TSRO PUPPOPPRRP 2,838
2007 2006
The deferred tax charged/(credited) to equity during the period is as follows:
Fair value reserves in shareholders’ equity
— NEAGING FESEIVE ...ttt ettt et e skt et e e s a b et e e eabe e e e anbne e e e bbeeesnneeeannee 193 217

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The following

amounts, determined after appropriate offsetting, are shown in the consolidated balance sheet:
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31/12 2007 31/12 2006

DEfEITEA TAX BSSELS ....eeiiiiiiie ittt ettt et e e st et e e et e e e e e be e e e e bbe e e e abbeeeeanbneennreeeaan (3,542) (1,991)
Deferred tax ADITIES .........ii i e e e e e e e e e e e e a e b e e s s s ssbaaa e e eaeeeeeesaaas 6,380 4,306
2,838 2,315

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

o] g BT e [ =] gL A= TToT = £SO 6,864 5,820
HEAQE TESEIVE ...ttt e bt e e s hb e e e bt e e e e bt e e e anbe e e e enbneeanreeeeas 231 38
Taxable 10SS Carried fOrWAN .........cooiiiiiiiii e e e e e s e e ennes (4,975) (3,761)
OLNEE IEEIMS ...ttt ettt ekt e e e bt e e bt et e e ehb et e e e mb et e e ambe e e e enbe e e e enbbeesaneeeeanneeas 718 218

2,838 2,315

Deferred income tax assets are recognised for tax loss carry-forwards to the extent that the realisation of the related tax
benefit through the future taxable profits is probable. Taxable effects of losses amounting to EUR 4,975 expire in the years
2009-2017.

22. Provisions

Warranty:

D A RN = T [N =T 2 [0 L OO P URRP PP 794
BUSINESS COMDBINALION ...ttt bttt et a e e bt e skt ekt e et e ebe e e b e e et e e saneenanee e 737
Changes entered into iINCOME STAIEMENT ........ciiiiiiii ittt e e e s e e e e e s b e e e e stae e e e bbeeeasteeeeanseeanane (29)
AL 31 DECEMDET 2006 ......veeeteeieieeitee ettt ettt ettt ea e ea e sb et ek et ettt b e e h et e e bt e bt bbb et e e e b nan e nneeennee s 1,502
F A RN - 1 18 =T g2 [ PP PPRRP 1,502
Changes entered iNt0 INCOME STAEMENT .........oiiiuiiiiiiiie ettt e et e et e e st b e e e st be e e e bbeeeanbeeeessbeeaaanes 391
PN N R 1Yot o] o Y=Y 2 0O 2 1,893

31/12 2007  31/12 2006
Analysis of total provisions:

(LN = o | RPN 1,882 1,502
Non current 11 0
1,893 1,502

23. Contingencies

Contingent liabilities:

At year end 2007 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 22,267 (2006: EUR 3,307) to third parties.

24. Commitments and insurance

Operating lease commitments —where a group company is the lessee

The Group has made some rental agreements for building, motor vehicles and office equipment, now with the remaining
balance of EUR 10,529. The amount will be charged at the relevant rental time of each agreement. The rental agreements
will materialise in the years 2008 - 2016.

Insurance

The Group has bought a loss of profit insurance which will cover work stoppage for up to 12 months, based on terms of
operation insurance agreement. The insurance benefits amounts up to EUR 173 million. The Group insurance value of
buildings amounts to EUR 63 million, production machinery and equipment including software and office equipment
amounts to EUR 57 million and inventories to EUR 61 million.
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25. Share capital

31

Number of Ordinary Treasury
shares shares shares Total
(thousands)

AL 1 JANUANY 2006 .....oooeviiieieeieiiee et 238,271 240,064 (1,793) 238,271
ISSUE Of SNAIES ... 127,017 127,017 0 127,017
Treasury shares purchased ..........cccceeeeiiiieieiiiie e (1,951) 0 (1,951) (1,951)
Treasury Shares SOId .........coocvveeiiiieiiiiie e 2,495 0 2,495 2,495
At 31 DeCemMbBEr 2006 ......cc.ovueerieeiiriieiieeie ettt 365,832 367,081 (1,249) 365,832
ISSUE Of SNAIES ...t 36,705 36,705 0 36,705
Treasury shares purchased .........cccccvveeiiieiiiiiee e (2,702) 0 (2,702) (2,702)
Treasury Shares SOId .........coocvveiiiiie i 515 0 515 515
At 31 DeCeMDBEr 2007 .....oevirieeiieeiieiie ettt 400,350 403,786 (3,436) 400,350

The total authorised number of ordinary shares is 403,8 million shares (2006: 367 million shares) with a par value of ISK 1

per share (2006: ISK 1 per share).

26. Fair value reserves and other reserves

Hedging  Cumulative
reserve translation Total
adjustment
Balance at 1 JAnuary 2006 ..........c..coooiueieiiieeeaiieie e e e e e e e eeaeeea e (277) 502 225
Cash flow hedges:
— Fair value gain/(10SS) iN PEriOd .........ueiiiiiiii it 970 0 970
— TaX ON AN VAIUE ... (294) 0 (294)
Currency translation differenCes ..........cooiiiiiiiiiii e 0 (989) (989)
Balance at 31 December 2006 ..........cooiuieiriiieieiiiee et 399 (487) (88)
Cash flow/net investment hedges:
— Fair value gain/(10SS) iN PEriOd ..........eiiiiiiiiiiee e 838 0 838
— TaX ON AN VAIUE ... (293) 0 (193)
Currency translation differenCes ..........ccooiiiiiiiii e 0 (1,059) (1,059)
Balance at 31 December 2007 .........eeiiiuiiiiiiieee et eaeee s 1,044 (1,546) (502)
27. Investments in associates
2007 2006

2T To T a1l aTe o) /=T UGPSR (576) 0
BUSINESS COMDINALION ......ooiiiiiiiiiic s 0 876
AGUITIONS ... 0 1
Translation iffErENCE .......ii i e e e e e sbae e e sbe e e eneees 1 4)
SAIE OF ASSOCIALE .....vvveiiiiiiee ettt e et e st e e et e e et e e e bt e e e bee e e e bbeeeaarbeeeenrbeeenaeeeane (746) 0
SNAE OF FESUILS .. .viiiiiiiie et e et e e sttt e et e e e s s te e e e artae e e entbeeesraeeennneeas 4,602 (1,449)
End of year 3,281 (576)
Negative balance presented among non-current receivables .........c.ocvvveviiieiniiie s 0 1,515
At 31 December 3,281 939
28. Available-for-sale investments
F A RN - 1 18 =T g2 [0 L PSPPSR 680
Impairment unwinding 64
At 31 December 2006 744
(DAY =T o o T TSRO P PP OUPPPOPPPN (113)
At 31 December 2007 631

Available-for-sale investments, denominated in EUR, are unlisted equity securities traded on inactive markets and classified

as non-current assets.
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29. Business combination

On 7 April 2006 the Group acquired the operation of AEW Delford and subsequently established a company and on 4
August 2006 the Group acquired 100% of the share capital of Scanvaegt International A/S, manufacturer of equipment for
the food processing industry. The acquired operation and company contributed revenues of EUR 72,949 for the period from
acquisition to 31 December 2006.

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

- Cash paid ......cccccevvveeenee 43,291
- Borrowings from seller ... 19,487
- New shares issued ......... 44,429
- Direct cost relating to the acquisition 3,599

110,806
Fair value of Net @SSELS ACOUITEM ........cociiuiiiiiiiieeiiiiie et e st e st e s e e st e e st b e e s s tbe e e e s rbeeeeasbeeeanbeeesanbaeeeansaeanan (23,700)
(€T ToTo 11 || R T T TP U PO P PU PP OVPTOPPOP 87,106

The goodwill is attributable to the high profitability of the acquired business and the significant synergies expected to arise
after the Group's acquisition.

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

Cash and cash equivalents 1,158
INEANGIDIES ... 4,215
Property, plant and equipment 18,045
Investments in associates ............ 876
Receivables, non-current .............. 116
[LRNYZ] gL (0T [T 20,486
[Rd (070 18 o1 [ T o] o] 1 = L1 £ N 3,839
Receivables and PrePaAYMENTS ..........uii ittt e et e e s bt e e e s aab e e e s aabe e e e aabe e e sabreeeanbreeesnnneeas 28,849
BOITOWINGS, NMON-CUITEINT ......eeiieiitie ettt ettt ettt ettt ettt e e e be e e e s abb et e e abb et e eabb e e e aasb e e e e mbe e e e abe e e bbe e e e asbeeeeanbreeennnreeas (14,199)
BOITOWINGS, CUITEINT ...ttt ettt ettt ettt e kbt e e ekt e e ekttt e e ek bt e e e ekt e e e e oh b e e e e aabe e e e aabe e e e embe e e e ebe e e e anbbeeeanbneeeannbeaesannes (12,006)
Trade and Other PAYADIES .........oo e e e e e e et b e e et e e e s nbe e e e nees (25,854)
[ (0171 T 1S PP TP PUPPTRPPRRTIN (737)
(D12 (=T = To I ¥= D ST P EU PP POP PP PUPPPROTPRIN (786)
CUITENE tAX HADITIES ...ttt ettt e kbt e e e ab e e e e s et e s bt e e e e anbb e e e enbb e e e ennbeeesanees (302)
Fair value Of Net @SSELS ACOUITEA ........cooiiuiiiiiiiiie ettt ettt e et b e e bt e e e s abbe e e e abbe e s aabeeeeanbeeeeanrneeean 23,700
[0 Yo o 1,/ 87,106
110,806
Less:
— NEW SHAIES ISSUBT ..ottt ettt e sk et e ekttt e e bb et e e kbt e e ekt e e e e nbe e e ebbe e e e bbeeeaabbeeeeanbeeeaan (44,429)
— BOrrOWINGS frOM SEIIET .. ..ottt e et e e bt e e s st e e bb e e s abbe e e e anbr e e e snnneeas (19,487)
Cash and cash equivalents in SUDSIAIANY aCHUINET ..........eeiiiiiiiiiiiie et (1,158)
Cash OULFIOW 0N @CQUISITION .....iiiiiiiieiiiie ettt e e et e e e et e e s s b et e e eabb e e e sabb e e e bb e e e satbeeessbeeeennes 45,732

30. Related party transactions

At the end of year 2007, there are no loans to directors (31 December 2006: EUR nil). In addition there were no
transactions carried out (purchases of goods and services) between the group and the directors in the years 2006 and
2007.

During the years 2006 and 2007, a loan amounting to EUR 49.6 million was granted to LME Eignarhaldsfélag ehf. Marel
Food Systems hf is owner of 20% of the shares in the company and the loan is convertible into shares under certain
circumstances.
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Bought
Benefits shares acc.
Payro" and from stock Stock to stock Shares at
benefits option  options * options 2 year-end *
Bord fee for the year 2007 and
shares at year-end
Arni Oddur bPérdarson, Chairman ...........c.cceeeu..... 9 66 0 0 0 126,200
Arnar bor Masson, Board member............ccccceee.. 24 0 0 0 0
Fridrik J6hannsson, Board member...................... 24 0 0 0 400
Helgi Magnudsson, Board member.............cccccee. 24 0 0 0 4,786
Margrét Jonsdottir, Board member............c.c..c...... 24 0 0 0 78
Lars Grundtvig, Board member..............ccccoeeneeen. 4 20 0 0 0 52,201
182 0 0 0 183,665
Management salaries and benefits for the year
2007 and shares at year end
HOrour Arnarsson, CEO.........cccovveerieenieeiieeieeee 459 553 3,000 971 1,676
Erik Steffensen, Director of Scanwaegt 161 0 100 0 0
Thorkild Christensen, Director of Carnitech........... 201 0 300 0 7
Directors in the Parent company..........ccccccvevvvennn 1,642 823 2,550 1,495 3,435
2,463 1,376 5,950 2,466 5,118

1) Number of shares
2) Al stock bought at a rate of ISK 42 pr. share according to stock option agreements.
3) Shares owned by Eyrir Invest, where pérdarson is CEO including those of financially related parties

4) Shares owned by Grundtvig Invest AsP

31. Share options

Share options are granted to directors and to employees. The exercise price of the granted options in 2001 is equal to the
market price of the shares on date of the grant (1 January 2001). The exercise price of the granted options in 2006 is
higher than market price of the shares on the date of grant (16 February 2006). The exercise price of the granted options in
January 2007 is equal to the market price of the shares on date of the grant (29 January 2007). The exercise price of the
granted options in December 2007 is below the market price of the shares on date of the grant (3 December 2007). Options
are conditional on the employee completing particular period's service (the vesting period). The group has no legal or
constructive obligation to repurchase or settle the options in cash.

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

Average

exercise
price in ISK Options
per share  (thousands)
AL L JANUATY 2006 ......oveeeeieeiiieireeee et e s e e e e e s e e e e e e e e s e e e e e e e e e e e e e e e e e 4,561
Exercised .......... 42 (1,182)
Granted 2006 71 14,235
At 31 DECEMDET 2006 .....ovvviiiiieiiiiiiieee e e e eeee et e e e e e e e e e e e e e s et b a e e e e e e e e aatbbaaaaeeesaaabrraeeeeeeaaaareeeas 17,614
[T =T a1 (Yo 200 USSP RPN 74 1,500
(1= T a1 1=To B2 0[O SO PSP TP PP PP PP OPPUPPRRPRIN 92 1,315
[ oL =1 (<o 200 A PSPPSRI 71 (492)
L (o] [T To 2 0[O PO PR T OPPPRRN 42 (3,379)
At 31 DECEMDET 2007 ...iveiiiieite ettt ettt h e bt et ettt ettt nnee s 73 16,558

Outstanding option granted 2006 and 2007 (excercise price 71 and 74) have expiry date 2010 plus one year in grace.
Outstanding option granted 2007 (excercise price 92) have expiry date 2011 plus one year in grace
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32. Events after the balance sheet date

In November 2007 Marel Food Systems hf. signed an agreement to acquire the Stork Food Systems division of Stork N.V.
The acquisition price is EUR 415 million on a debt and cash-free basis and with additional transaction costs which is
estimated EUR 20 million. The acquisition is fully funded by proceeds of interests in LME Eignarhaldsfélag ehf. (EUR 53
million), an equity offering underwritten by Landsbanki (EUR 147 million, thereof EUR 30 million sold at year-end) and
secured long term debt financing (EUR 235 million). The transaction closure is subject to a clearance from anti-trust
authorities. Until the transaction is formally concluded, each company will continue to operate independently.

33. Fees to Auditors

2007 2006
Audit of financial StAtEMENES ..........ccceiiiiiiiii e 557 365
Review of interim financial StateMENtS ..o 203 146
OFNEI SEIVICES ...ttt bbb e b e 237 178
997 689
The amount includes payments of external auditors of all companies within the group.
34. Principal subsidiaries
MAIEI CRIE S.A. . ittt ettt e ettt e e e sttt e e okt e e e oa bt e e e ok et e e o bbb e e o bbb e e e abe e e enbeeesanbeeeeanbeeeeanbneaean Chile
Marel EQUIPMENT INC ....eeeiiiiie ettt ettt e ekt e e ettt e e ekt e e ek bt e e e abb e e e e abbe e e nbe e e e anbeeeeanbeeeeanrneaean Canada
MAIEI FOOU SYSIEIMIS ..ottt ettt ettt ettt ettt e ettt e e e h b et e e eabe e e e aa b e e e e aabe e e e eabb e e e sabbe e e st et e e anbneaeanbbeeeabbeaeaan Slovakia
Marel Food Systems A/S ........coooieeiiiieeiiiiees Denmark
Marel Food Systems GmbH & Co KG Germany
Marel Food Systems INC .......ccccovveeeiiineennnnen. USA
Marel Food Systems LLC .... Russia
Marel Food Systems Ltd ..................... Thailand
Marel Food Systems Pty Ltd Australia
[ =Tl o] o [T Vo T = TN OO UP PP OPPPPT PRI Netherland
Marel Management GIMDH ...........oi e b e et e e e s eab e e e s aab e e e sbbe e e e sbr e e e annneeas Germany
[ T BT o =Tl IS T O T U PP PT PP PPPPTRPUPRTIN Spain
[ =TT B UL I o U T RO OPPPPTRPTPIN UK
F A A D= o] ol €] o U o R TP S OO OPPPPTR ORI UK
(0= 14 011 (=Tel ¢ €1 1U | o JE T TSRO UPPPPTRPPRRTIN Denmark
Scanvaegt INtErNAtIONAI GIOUP ........oiii ittt e e e st e e sbe e e e abb e e e sbe e e e sbb e e e abbeeeanbeeeennes Denmark

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