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Marel Food Systems in figures
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We are Marel Food Systems
— Return on Innovation

Marel Food Systems is a global leader in developing and
marketing high-tech equipment and solutions for food
processors that increase productivity and profitability.
This is achieved by creating products that significantly
rationalize operations, maximize quality and fulfill current
and upcoming consumer needs.

Surpassing goals

At its Annual General Meeting in 2006, Marel Food Systems
set the ambitious goal of tripling annual turnover within
3-5 years, mainly by means of strategic acquisitions to
expand the company’s technological base and improve
access to markets. The acquisitions of AEW Delford

and Scanvaegt in 2006, coupled with the agreement in
November 2007 to acquire Stork Food Systems, exceeded
this goal in a much shorter timeframe: pro forma revenues
for 2007 project a fivefold increase from the company’s
2005 turnover.

The task of integrating AEW Delford in the UK and
Scanvaegt in Denmark with Carnitech and Marel concluded
on schedule in 2007. The process will impact fully on

the company'’s operational profit during 2008. When the
transaction of Stork Food Systems is finalized in 2008, a new
round of integration will begin.

Expanding boundaries

Marel Food Systems now comprises five product-oriented
business units, a network of 24 sales and service units

in 24 countries and a corporate structure. Together, the
units supply a complete range of processing equipment
and services to all sectors of the food processing industry,
which consistently provide added value for processors,
retailers and end consumers.

The fundamental reason for the company’s success is a
core culture of innovation and development in partnership
with customers, efficiency and responsiveness to market
needs. Standardized equipment, custom-designed turnkey
solutions and production control software innovated,
manufactured and serviced by Marel Food Systems are
designed for one purpose: to effectively and significantly
enhance the competitiveness of food processing
operations.

We are Marel Food Systems, and our products and services
have become a benchmark for expanding the boundaries
of food-processing performance.

Marel Food Systems thrives on imagination and ingenuity.

It uses these elements to innovate solutions for all food
processors, which then directly and positively affect the
quality and value of fish, meat, poultry, cheese and prepared-
food products around the world.
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Marel Food Systems worldwide

Marel Food Systems consists of four main brands that are
complementary to each other: Marel in Iceland, Carnitech
in Denmark, AEW Delford in the UK and Scanvaegt in
Denmark. Together these brands supply a complete
range of processing equipment to all sectors of the food

processing industry. 4 main brands

Marel Food Systems is a leader in its field with subsidiaries Production in 7 countries

in 24 countries. Most of the company’s products are

manufactured in Iceland, Denmark and Slovakia with Subsidiaries in 24 countries
smaller production facilities in the USA, UK, Singapore and

Brazil. In addition, the company operates a network of over Network of over 50 agents and

50 agents and distributors worldwide that market, sell and
service the company’s products. Over three-quarters of

distributors worldwide

overall sales are achieved through subsidiaries.
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Shares

Share performance

Marel Food Systems hf (symbol: MARL) shares are listed on the OMX NORDIC EXCHANGE,
and are included in the OMX Iceland 15 and OMX Nordic Mid-Cap Indices, among others.
The share price rose from ISK 77 at year’s end 2006 to ISK 102.00 at year's end 2007, an
increase of 32.5%. During the same period the OMXI-15 index decreased by 3.2%.

The year’s highest end-of-day share price was ISK 102.5, and the lowest end-of-day share
price was ISK 72.5.
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TOP 10 SHAREHOLDERS AS OF 31 DECEMBER 2007

Name No. of shares %
Eyrir Invest ehf 126,170,437 31.25
Landsbanki islands hf, adalstédvar 84,845,640 21.01
Grundtvig Invest ApS 52,200,943 12.93
Atorka Group hf 24,194,067 5.99
Lifeyrissjodir Bankastraeti 7 10,884,141 2.70
Lifeyrissjédur verzlunarmanna 9,686,888 2.40
Sameinadi lifeyrissjodurinn 5,585,750 1.38
Ingunn Sigurdardottir 5,430,498 1.34
Helga Sigurdardottir 5,348,749 1.32
Susanna Sigurdardottir 5,308,774 1.31
Total 329,655,887 81.64

Others 74,129,810 18.36

Registered share capital 403,785,697 100.00
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Chairman’s address

Marel Food Systems is a strongly financed and fast-
growing global company serving the food processing
industry. Its expansion in recent years has been based on
profitable internal and external growth achieved through
the acquisition of other companies operating in similar
fields. The company is listed on the OMX Nordic Exchange
with a broad base of investors and a market value of
approximately EUR 450 million at year-end 2007.

Marel Food System:s is at the forefront of developing and
marketing high-tech applications for the international
fish, meat and poultry industries, and has also moved into
the cheese, vegetable and convenience food business

in general. By using Marel Food Systems technology,
customers are able to increase productivity significantly
through better utilization of raw material and manpower.
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Well placed in a fast-growing market

The industry in which Marel Food Systems operates is
an exciting, fast-growing business driven by changes
in consumer habits and geographical expansion. It has
exceeded economic growth considerably in the last 10
years, and is expected to grow at the same rate of 5-6%
annually over the coming years.

The market to date has been highly competitive and
fragmented with no clear industry leaders. Our customers,
however, have been consolidating and are consequently
demanding more and better solutions and after-sales
services on a global scale.
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Growth strategy and execution

At the Annual General Meeting in early 2006, Marel Food
Systems announced an ambitious two-step growth
strategy. In the first 3-5 years expansion would be built
on 2-4 strategic acquisitions that would in the second
step fuel internal growth and profitability. The company’s
strategy is clear and management is executing it
vigorously.

During 2006, the Board and management showed their
determination in reaching these goals by acquiring two
of Marel Food Systems’ main competitors, AEW Delford in
the UK and Scanvaegt in Denmark, thereby doubling the
company’s revenues and market share.

In November 2007, Marel Food Systems entered into an
agreement to acquire its long-term partner Stork Food
Systems. The companies’ businesses are complementary:
Stork Food Systems’ strengths are within the poultry
segments, Marel Food Systems’ roots are within the fish
processing industry. The acquisition is subject to the
approval of antitrust authorities, which is anticipated in
the first half of 2008.

Strongly financed company with broad
investor base

Marel Food Systems’shareholder base has been
significantly broadened in the past two years with a
public offering in 2006 and a private placement in 2007.
The private placement was targeted toward pension
funds and other long-term investors. In addition, the
previous owner of Scanvaegt, the Grundtvig family,
showed their strong belief in our prospects by taking
Marel shares as a significant portion of the purchase
price of Scanvaegt in 2006.

The financing for the planned Stork Food Systems

acquisition is fully secured by equity and long-term debts
(5-9 years). After clearance from antitrust authorities, Marel

Food Systems plans a pre-emptive share issue of EUR

120 million that is secured by Landsbanki with support
from Eyrir Invest and Grundtvig Invest. The three largest
shareholders in Marel Food Systems have thus committed
to support the growth strategy.

Outlook

After three substantial acquisitions in the last two years,
Marel Food Systems now has the scale and scope to serve
its global customers. The combined worldwide market
share of Stork Food Systems and Marel Food Systems
within the meat, poultry and fish processing industry

will be 15-16%.

Pro forma revenues of core businesses for 2008 are
estimated close to EUR 650 million in 2008 compared
to EUR 130 million in 2005. Moreover, EBIT is expected
to be close to EUR 60 million compared to almost 10
million in 2005.

Marel Food Systems will not enter into other large-scale
acquisitions for the time being. Full focus will now be
directed toward capturing synergies and increasing profits.
A stronger and larger company will have greater ability to
increase internal growth, especially through new markets
in Eastern Europe, Asia and South America.

Finally, | want to thank all the people at Marel Food
Systems for their effort and determination in fulfilling our
goals. | am also grateful for the support that investors are
showing toward our vision.

o i S
i -"'.-fr#"-'ﬁ'{ /:// F o
."/
Arni Oddur bérdarson

Chairman of the Board
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CEQO’s address

The year 2007 was characterized by extensive integration
activities involving Marel, AEW Delford and Scanvaegt,

of which the latter two were acquired in 2006. The
companies’ worldwide sales networks merged under

the Marel Food Systems corporate structure, and it was
gratifying that despite major organizational changes, the
company’s turnover increased at a rate greater than the
average rate of growth in its market sector, resulting in the
company increasing its market share.

At the start of 2006, Marel Food Systems introduced an
ambitious strategy of tripling the company’s turnover in
the following 3-5 years. Work on this vision continued
systematically during 2007, and with the agreement last
November to acquire Stork Food System, which is awaiting
approval of competition authorities, Marel Food Systems
has achieved its growth target in a much shorter time
than projected. The company’s expansion has created the
necessary conditions for achieving significant synergistic
benefits by improving utilization of product development
investment, and by lowering costs through rationalization.

Operations

Turnover increased by about 39% in 2007. Profit from
operations (EBIT) was EUR 10 million, an increase

of 33% from the previous year. Net profit was EUR 6
million compared with EUR 0.2 million the year before.
Performance was shaped by a wide-ranging integration
process that involved direct one-time costs, but primary
emphasis focused on internal restructuring tasks rather
than the traditional emphasis on new products and
marketing activities.

Markets

Key markets have been North America and Europe, and
in 2007 the company continued to reinforce operations
in these areas. Effort also focused on market expansion

by increasing activities in key growth markets in South
America, Eastern Europe, Asia and Australia where
excellent opportunities exist for the company’s solutions.

In 2007, Marel Food Systems secured major contracts with
many of the largest fish, meat and poultry processors in
the world. These large contracts for processing solutions
are a result of long-term sales and marketing efforts that
will support future organic growth.

Customers

Marel Food Systems works hand in hand with all major
food processing companies on all continents to produce
the best possible solutions for varying processing needs.
Cooperation with customers is an important issue when
developing new solutions, as the company constantly
monitors current and emerging trends and requirements
within each industry sector. Our customers must respond
to changes in their customer’s requirements, and we
diligently monitor all current and potential changes in
order to give customers a competitive edge by increasing
yield, throughput and efficiency, and thereby maximizing
profits.

Product Development

One of the primary factors in a successful operation is
progressive product development. Marel Food Systems
is committed to annually investing approximately 6%

of revenues in product development to strengthen its
leading position on the market and fulfill customer needs.
This commitment in investment is significantly higher
than the industry average, and is intended to support
ongoing strong organic growth of the company. Product
standardization was one of the objectives for 2007, and it
proved to be a successful factor in increasing efficiency,
lowering production costs and strengthening the

company’s competitive position.




Integration activities

The acquisition of AEW Delford in April and Scanvaegt in
August 2006 has doubled the company’s annual turnover.
The companies have a very similar product range and
operate on the same markets. It was therefore necessary
to integrate operations with the aim of improving and
coordinating customer services and clarifying employee
positions, while improving performance of the companies.

The companies’ worldwide sales networks merged under
the Marel Food Systems umbrella. Economies of scale
improve customer services while reducing operating costs
and capital commitments.

During the integration a new organizational structure

was implemented for Marel Food Systems and its
subsidiaries to ensure the best possible use of resources

of all companies within Marel Food Systems. In 2007, the
operation in Iceland was separated operationally from the
corporate function by establishing the subsidiary Marel ehf
on 1July 2007, and was separated financially on 1 January
2008.

These changes to Marel Food Systems’ organizational
structure will generate additional value for stakeholders
and improve customer services. At the same time, they will
improve communication links and financial efficiency with
Marel Food Systems.

The fundamental goals for the integration work are the

following:

+ A culture of everyone working for the same company

« To double the number of new products with unchanged
investment in product development

- Improve customer services at a better profit

+ Lay the foundation for strong internal growth

+ Create an interesting and challenging work environment
for our employees

Stock development

One of the main corporate goals is to maximize the
company'’s stock value. A 32.5% increase in stock value
occurred in 2007, on top of an 18.5% increase in 2006. The
group’s stock turnover rate on the OMX Nordic Exchange
in 2007 was 25.34%. Market-making is provided by
Landsbankinn and Saga Capital, which has led to a lower

spread and more active trading. The end-of-day spread in
2007 was 0.68%. Marel Food Systems paid a dividend of
20% of nominal value in 2007.

Prospects

Intensive product development and ongoing work over
the years to bolster the company’s marketing operations
have placed it in a strong competitive position. Prospects
on the company’s primary markets are currently
satisfactory.

Prospects for the company’s operations are good. The
consolidation of Marel, Carnitech, AEW Delford and
Scanvaegt has created a company with a broad product
range, strong marketing network, outstanding service
network and a highly competitive position in various
product categories. The economy of scale of the new
company is considerable, including increased sales and
cross-selling.

A large part of the integration process has returned the
intended results, but it is apparent that several tasks have
had a negative impact. This has involved both operational
units in the sales network and product categories. Work is
in progress to restructure these tasks and thereby ensure
satisfactory results.

The company’ objective of achieving at least a 10%
operating profit (EBIT) remains unchanged, and it is now
projected that this will be achieved in 20009. It is expected
that operating profit for 2008 will be about 8% of turnover.
During the first half of 2008, the projected operating profit
will be somewhat less than for the year as a whole. These
projections do not include any impact from Stork Food
Systems. Continued strong internal growth is anticipated,
as are good results from Stork Food Systems’ core activities.

Exciting times lie ahead where primary emphasis will be
on improved profitability and dynamic internal growth
based on product development and marketing activities in

emer g|ng ma ketS.
//
%‘l e

Dr. H6rdur Arnarson
Chief Executive Officer
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To shareholders
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CEO and Board of Directors

Chief Executive Officer

Dr. Hordur Arnarson

Education: Engineering, Ph.D., 1990, Technical
University of Denmark. Electronic Engineering,
B.Sc., 1985, University of Iceland.

Holdings in Marel Food Systems, including those
of financially related parties: 1,676,244 shares.

Hordur Arnarson joined Marel Food Systems hf in 1985, two years after
the company was founded, as a project manager. In 1994, he became
Director of Product Development, and Director of Production in 1998
until 1999 when he became the CEO of the company.

Chairman of the Board

Arni Oddur bérdarson

Education: MBA from IMD in Switzerland 2004.
Cand. Oecon./Business Administration from the
University of Iceland 1993.

Elected: 2005

Holdings in Marel Food Systems, including those
of financially related parties: 126,199,541 shares.

Arni Oddur is the CEO of Eyrir Invest ehf, and has extensive international
business experience. He has served on the boards of various businesses
through the years. Before co-founding Eyrir Invest he was head of
Corporate Finance and Capital Markets in Bunadarbanki [slands, which
later merged with Kaupthing Bank. Arni Oddur has been a Board member
of Olgerdin hf, Iceland’s largest consumer products distributor, from 2003,
and on the Advisory Board of Arctic Ventures, a high-tech fund based in
Stockholm, since 1999, among others.

Board Members

Arnar b6r Masson

Education: Political Science with an M.Sc. in
Comparative Politics from the London School

of Economics and Political Science 1997.

BA in Political Science from the University

of Iceland, 1996.

Elected: 2001

Holdings in Marel Food Systems, including those
of financially related parties: 0 shares.

Fridrik J6hannsson

Education: Cand. Oecon. University of Iceland,
1983, Certified Public Accountant 1987.

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

Holdings in Marel Food Systems, including those
of financially related parties: 400,000 shares.

Arnar is the Deputy Director General of the Department of Financial
Management at the Ministry of Finance. He has worked at the Ministry
since 2001 where he specializes in public sector reforms and management.
Alongside his work at the Ministry, Arnar is an Adjunct at the Department
of Political Science at the University of Iceland. Arnar does not sit on the
board of any other company than Marel Food Systems hf. He was on the
boards of Hjaltadalur Heating Utility sf from April 2003 until November
2005, and the Weights and Measures Office from April 2003 until July 2005.

Fridrik joined Iceland Investment Corporation (IIC) at the end of 1986 as
CFO, and became CEO in 1989. IIC was acquired by Skandia in 1993, and
Fridrik became CEO of Skandia’s operation in Iceland, which comprised
non life insurance, life insurance, securities brokerage, asset management
and mutual and private pension funds. In 1997 he became the Managing
Director of Burdaras Investments. Fridrik became CEO of Burdaras, an ICEX
listed investment company in 2004, and the CEO of Straumur Burdaras
Investment Bank in 2006. Fridrik retired from his position at the bank in
June 2007 and is currently an active investor in various financial markets.
Fridrik has served as a Board member of various companies, for example

he served as the Chairman of Board of the Icelandic Stock Exchange from
February 2006 until it merged with OMX in November 2006. Since 2007,
he has been Chairman of Board of Br Venture Capital.




Helgi Magnusson

Education: Business Administration from the
University of Iceland, 1974. CPA 1975.

Elected: 2005

Holdings in Marel Food Systems, including those
of financially related parties: 4,786,426 shares.

Margrét Jonsdottir

Education: Master of Accounting and Auditing
from the University of Iceland, 2006,

BA in Business Administration from University
of Iceland, 1983.

Elected: 2006

Holdings in Marel Food Systems, including those
of financially related parties: 78,008 shares.

Lars Grundtvig

Education: Bachelor of Commerce

Elected: 2007

Holdings in Marel Food Systems, including those
of financially related parties: 52,200,943

Helgi is the largest owner, Chairman of the Board and CEO of Hofgardar
Holding ehf and Harpa Holding ehf. Helgi is the Chairman of Fligger Iceland
Ltd, Chairman of the Federation of Icelandic Industries, member of the

Board of Directors and the Executive Board of the Confederation of Icelandic
Employers. Helgi is also on the Board of the Blue Lagoon hf, Vice-chairman of
the Pension Fund of Commerce and Njardvik Ship-Yard Ltd. Helgi has been a
Board member of Glitnir hf, Framsyn Pension Fund and Icelandic Chamber of
Commerce.

Margrét is the CFO of Eyrir Invest ehf. Previously, Margrét was the Director
of the finance department at Edda Publishing hf from December 2001
until October 2002. She was Director of Finance at Kreditkort hf from
August 2000 until December 2001, and Manager of Accounts and
Planning at Fjarfestingarbanki Atvinnulifsins hf (FBA), and Director of
Finance at the Industrial Loan Fund (FBA predecessor), from September
1988 until June 2000.

Lars joined the family business, Scanvaegt A/S, in 1959, which was founded
by his grandfather in 1932.1n 1969, Lars and his father transformed the
company from a small business selling mechanical scales into a producer of
high-tech weighing and processing equipment for the food industry. In 1974
he became the Managing Director, and in 1993 he took the office of working
Chairman. In 2006, Scanvaegt International A/S was sold to Marel Food
Systems hf. Lars and his sons established the investment company Grundtvig

Invest A/S, and as its Managing Director, he sits on the boards of JJ Steel
Holding A/S, Anker Andersen A/S, Lichtenbourg Technologies bv, Black Lily
A/S and Grundtvig Invest A/S.

Board of Directors and CEO of Marel Food Systems hf, from left: Margrét Jénsdéttir, Lars Grundtvig, Arni Oddur bérdarson, Chairman,
Arnar Por Masson, Helgi Magnusson and Hordur Arnarson, CEO. Board member Fridrik J6hannsson was absent.
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Organizational structure

Marel Food Systems consists of five product-oriented
business units, an integrated sales and service network
and a corporate structure. The fundamental principles

in the company comprise a culture of innovation and
development, efficiency and responsiveness to customer
needs.

The business units are AEW Delford Ltd. in UK, Carnitech
A/S in Denmark, Marel ehf in Iceland, Scanvaegt A/S in
Denmark and Marel Food Systems s.r.o. in Slovakia.
Together the units supply a complete range of processing
equipment to all sectors of the food processing industry.
Most of the products are manufactured in Iceland,
Denmark, Slovakia and the UK. Smaller production
facilities are operated in Singapore, Brazil and the USA.

Marel Food Systems operates a global network of sales
and service units. The network consists of 24 units that
are set up for handling sales and service of the company’s
products around the world.

Corporate
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Access by the company’s sales network to specialized
consultancy in the appropriate industry, or the appropriate
product category, ensures the best possible solution

for the customer. Service is provided everywhere the
company sells its products. In addition, the sales and
service network operates over 50 agents and distributors
worldwide.

Marel Food Systems corporate has the primary roles of
optimizing performance and implementing synergies
across the business units and sales & service network, as
well as ensuring the units operate as coordinated entities.
Employees are mainly located in Denmark, Iceland and
the UK.

There are three main functions in corporate:

« Core function regarding finance, taxes, investor
relations, legal matters, etc.

« Policy and influencing roles regarding strategy and
control processes.

- Service units: payroll, training, IT support, patents, etc.

Sales and service units

Cmarel

food systems

Marel Food Systems (Australia) Marel Food Systems (Norway)

Marel Food Systems (Benelux) Marel Food Systems (Poland)
Marel Food Systems (Portugal)
Marel Food Systems (Russia)
Marel Food Systems (South Africa)
Marel Food Systems (Spain)
Marel Food Systems (Sweden)
Marel Food Systems (Thailand)
Marel Food Systems (UK)

Marel Food Systems (Uruguay)

Marel Food Systems (Brazil)
Marel Food Systems (Chile)
Marel Food Systems (China)
Marel Food Systems (Denmark)
Marel Food Systems (France)
Marel Food Systems (Germany)
Marel Food Systems (Iceland)
Marel Food Systems (Ireland)

Marel Food Systems (ltaly)
Marel Food Systems (New Zealand)

Marel Food Systems (USA)
Marel Food Systems (Viet Nam)




Corporate governance

Icelandic law and the company’s Corporate Governance
determine the duties of the various bodies within

Marel Food Systems. Corporate governance defines the
way in which the company is directed and controlled.
Furthermore, strong emphasis on corporate governance
improves the quality of all internal procedures and
infrastructure in the company, which results in increased
confidence from shareholders and market participants. The
corporate governance policy is based upon the Guidelines
concerning corporate governance issued by the OMX
Nordic Exchange, Confederation of Icelandic Employers
and Iceland Chamber of Commerce.

Insider Information

In accordance with statutory law, the company complies
with the rules of the Financial Supervisory Authority —
Iceland (FME) on the handling of inside information and
insider trading. The job and functions of an appointed
Compliance Officer, who monitors and supervises the
handling of insider information, is a part thereof.

Moreover, the company has in place in-house rules on the
handling of inside information and insider trading. Among
other things it is provided for that a primary insider may
not trade in the securities of the company during the
period from the end of a financial period until financial
reports are disclosed, regardless of whether they possess
inside information or not.

Shareholders’ meetings

Shareholders' meetings are the supreme authority in Marel
Food Systems’ affairs (within the limits established by the
company'’s articles of association and statutory law). The
Annual General Meeting (AGM) is scheduled once a year
and other shareholders' meetings are convened when
necessary.

All shareholders, as well as their representatives, company
auditors and the Chief Executive Officer have the right to
attend shareholders’ meetings. At shareholders’ meetings,
each share carries one vote and motions are passed by
majority vote unless otherwise stated in the company’s
Articles of Association.

The Marel Food Systems AGM is held before the end of
August each year, and for 2008 is scheduled for 7 March.

The AGM is advertised publicly with at least one-week's
notice, and details about the meeting are available on the
company’s website, www.marelfoodsystems.com, and

at the OMX Nordic Exchange in Iceland’s website, www.
omxgroup.com/nordicexchange.

Board of Directors

The Board of Directors of the company is the supreme
authority in the affairs of the company between
shareholders” meetings.

The Board of Directors is elected by shareholders at the
AGM for a term of one year. The Board currently comprises
six members. At the company’s AGM on 8 March 2007,

the members of the Board of Directors were re-elected for
the term of one year. An additional member to the Board
was elected in accordance with changes to the Articles of
Association of the company to increase board members to
six. Mr. Lars Grundtvig, CEO of Grundtvig Invest A/S, was
elected to the Board.

Compensation to the Board of Directors is decided at the
AGM. For 2007, the agreed monthly remuneration was
EUR 2000 for each Board member and EUR 6000 for the
Chairman of the Board.

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

All matters brought before a Board meeting shall be
decided by majority vote, provided that the Board meeting
has been lawfully convened. In the event of a tie vote, the
Chairman of the Board casts the deciding vote. However,
important decisions may not be taken unless all members
of the Board have had the opportunity to discuss the
matter, if possible.

Board meetings shall normally be called on a monthly
basis. Members of the Board elect a Chairman and vice-
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chairman from their own ranks. The signature of the Board
is required to bind the company. The company signature is
written by the Board and only the Board may grant powers
of procurement.

The Chairman of the Board of Directors is responsible for
leading the Board, facilitating its work and ensuring that

the Board is capable of operating in the interests of Marel
Food Systems shareholders. The Chairman also serves as

the Board's spokesperson.

No unusual business has been conducted between Marel
Food Systems and the company’s Board of Directors.
Board members do not have any buy or put options in the
company. No member of Marel Food Systems Board has
been convicted of fraud, gone bankrupt, been taken into
receivership or been indicted.

Comply or explain

According to the Guidelines, it is preferable that the
majority of the Directors are independent. In 2007, the
Board consisted of two independent members and four
non-independent members. The Board of Directors
complied with the Guidelines in all respects during the
year.

Board meetings

The Board of Directors convened 14 times in 2007. The
average attendance at the Board Meetings was 86%. The
Board is provided with a report in advance of each Board
meeting and, in addition, a comprehensive monthly report
of Marel Food Systems’ operations and market conditions.
Board members are informed about all significant matters
immediately.

A Board member shall only act according to his own
conviction, not on the instructions of those electing him.
Immediately following the Annual General Meeting, the
Board shall allocate responsibilities among themselves.

Together, the Board members bring a valuable and
balanced range of experience as they have all held or hold
senior positions in professional and public life. Profiles of
the Board members are listed on pages 12-13.

Chief Executive Officer

The Board of Directors appoints a Chief Executive Officer
(CEO) and decides the terms of his employment. The CEO
is responsible for daily operations in accordance with
those directives that he has been given by the Board, or by

the Articles of Association. Daily operations do not include
matters that are irregular or of major significance. The CEO
shall ensure that the accounts and finances conform to law
and accepted accounting standards, and that company
assets are handled in a reliable manner. Furthermore, the
CEO hires and discharges all company employees. The CEO
is obligated to abide by all Board directives. He is required
to provide the Board of Directors and auditors with all
information requested.

Board committees

The Board’s work is supported by its committees:
Compensation Committee and Auditing Committee.
Members of the Compensation Committee are Arnar bér
Méasson, Arni Oddur bérdarson and Fridrik Jéhannsson.

Its field of work involves negotiating wages and other
benefits for the CEO and senior management, and framing
the company’s wage policy including wage incentives and
stock options rights for company shares.

Members of the Auditing Committee are Fridrik
Jéhannsson, Helgi Magnusson and Margrét Jonsdéttir.

Its field of work includes monitoring Marel Food Systems’
financial status, evaluating the company’s internal
monitoring system and risk management system,
evaluating management reporting on finances, evaluating
whether laws and regulations are followed, and evaluating
the work of the company'’s statutory auditors.

Auditors and accounting

An auditing firm shall be elected at the AGM for a term of
one year. The auditor, however, shall not be a member of
the Board of Directors, CEO or employee of the company
and is not allowed to own shares in the company. The
auditor shall examine the company’s annual accounts in
accordance with generally accepted accounting standards,
and shall for this purpose inspect account records and
other material relating to the operation and financial
position of the company. The auditor shall at all times

have access to all books of accounts and documents of the
company.

PriceWaterhouseCoopers hf was elected as the company’s
auditor at the AGM on 8 March 2007. Auditors on its behalf
are borir Olafsson, State Authorized Public Accountant,
and Kristinn Freyr Kristinsson, State Authorized Public
Accountant. They have audited and signed without
reservation Marel Food Systems’ consolidated financial
statements for the years 2007 and 2006.




Risk management

Marel Food Systems’ activities expose it to a variety of
financial risks: market risk including foreign exchange

risk and price risk, credit risk, liquidity risk, cash flow risk
and fair value interest-rate risk. The company’s overall risk
management program focuses on the unpredictability

of financial markets and seeks to minimize potential
adverse effects on the company’s financial performance.
The company uses derivative financial instruments to
hedge certain risk exposures. Risk management is carried
out within the company where applicable under policies
approved by the Board of Directors. The company will
continue to improve its risk management guidelines even
further in 2008 by centralization of the company'’s financial
risk management function.

Foreign exchange risk

The company operates internationally and is exposed

to foreign exchange risk arising from various currency
exposures, primarily with respect to euros. Financial
exposure is partly hedged within the company’s general
policy and within set limits. Entities in the company use
forward contracts to manage their foreign exchange risk
arising from future commercial transactions, recognized
assets and liabilities. Translation risk arising from the
company’s financial currency is not hedged.

Credit risk

The company minimizes credit risk by monitoring credits
granted to customers, and assigns collateral to cover
potential claims. The company has policies in place to
ensure that sales of products and services are made to
customers with an appropriate credit history, and products
are not delivered until payments are secured. There

are also policies in place that limit the amount of credit
exposure to any one financial institution.

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit
facilities, and the ability to close out market positions.

Due to the dynamic nature of the underlying businesses,
the company aims to maintain flexibility in funding by
keeping committed credit lines and current financial assets
available.

Cash flow and fair-value interest rate risk

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

The company manages its cash-flow interest rate risk by
using floating-to-fixed interest rate swaps. Such interest
rate swaps have the economic effect of converting
borrowings from floating rates to fixed rates. The company
raises long-term borrowings at floating rates, and swaps
them into fixed rates that are lower than those available

if the company borrowed at fixed rates directly. The risk,
measured as the potential increase in interest paid during
the coming year based on a defined move in interest rates,
is monitored and evaluated regularly.

Insurance policies

The company maintains global and local insurance
programs. The coverage comprises property damage,
business interruption, product and public liability, marine
and transit, and director and officers. The company
believes that its current insurance coverage is reasonable.
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Corporate social responsibility

At the heart of our commitment to Marel Food Systems
stakeholders is our endeavor to deliver sustainable,
superior results as the product of our business practices.
Marel Food Systems has defined areas to focus energy in
order to maximise benefits for society, for stakeholders
and for the company. Our commitments justify that we go
beyond minimal, legal requirements when shaping our
future business environment. The Guidelines for Multi-
National Enterprises, as produced by the Organisation for
Economic Co-operation and Development (OECD), is our
reference document in this respect.

Supporting the future

During 2007, Marel Food Systems continued its long-term
support of science education on all educational levels.
With this support, the company strives to enhance and
enrich innovation, science and mathematical education

in the communities where it operates, as well as increase
awareness of the value of a strong scientific education.

Our main projects have been the support of a children’s
science museum - where our employees have taken pride
in designing and building numerous useful products

- various youth innovation contests on elementary

and university levels, design competitions and various
publications that aid in teaching science and innovation.
Furthermore, we have become the supporter of a full-time
teaching position at the elementary level that focuses on
increasing awareness of science and innovation.

By providing financial resources, as well as the knowledge
and time of our employees, we are able to work closely
with local municipalities to strengthen science teaching, as
well as support major innovation and science events.

Many of these projects have helped future scientists

along the path of science and innovation. We are proud
that our efforts have played a role in nurturing upcoming
generations, which inevitably leads to further excellence in
science exploration and research.




Human resources

Marel Food Systems employs over 2200 people in 24
countries worldwide. The largest number of employees,
over 800, is located in Denmark.

Global mission, goals and objectives

One of Human Resources’key roles is providing support to
Marel Food Systems’ overall business model by positioning
people at the heart of corporate strategy. This involves
initiating means to empower employees, thereby helping
them reach their full potential.

It is important to create an environment that nurtures,
supports and motivates employees, that creates an
atmosphere where people are aware and supportive of
the company’s mission and objectives, and are given the
flexibility to participate in achieving them on their own
terms.

Marel Food Systems’ global Business Units have diverse
cultural backgrounds, yet they work as a unified whole
in a great many aspects of operations. A unified Human
Resources mission for the business units was created last
year to underline the importance of striving to carry out
the same mission.

We need to recognize the importance of thinking globally
while acting locally — and respecting different cultures
while strengthening shared values. This has already led to
feelings of shared pride, as we all can identify with being
part of a company that thrives on the pioneering spirit of
innovation.

Training and development

Extensive integration and restructuring work has taken
place within the field of training and development. All the
business units now run an aligned strategy with focus on
knowledge transfer within the global sales and service
network. Our training academy has set up an ambitious
training and developmental program, where all business
units focus on cross-training in connection with our main
product groups, as well as sales & service techniques.

Number of employees, average per year
2,500
2,000
1,500

1,000

500

2002 2003 2004 2005 2006 2007 Year end
2007

Number of employees by continent at year-end 2007

Oceania
South America 19,
2% 0% Africa
Asia 5%

North America
9%

82% Europe

marel

food systems




Shares and shareholders

Share performance

Marel Food Systems hf (symbol: MARL) shares are listed
on the OMX NORDIC EXCHANGE, and are included in the
OMX Iceland 15 and OMX Nordic Mid-Cap Indices, among
others. The share price rose from ISK 77 at year’s end 2006
to ISK 102.00 at year’s end 2007, an increase of 32.5%.
During the same period the OMXI-15 index decreased by
3.2%. The year’s highest end-of-day share price was ISK
102.5, and the lowest end-of-day share price was ISK 72.5.

Share capital

Marel Food Systems hf issued 36.7 million new shares

in 2007: 29.8 million were issued in relation to the
acquisition of Stork Food Systems, 3.7 million were issued
in conjunction with establishing a new market-maker and
3.2 million were issued to fulfill an employee stock-option
agreement.

When introducing the acquisition of Stork Food Systems
on 29 November 2007, it was announced that the
company intends to raise EUR 147 million by issuing new
shares to finance the acquisition. Following approval by
the Board of Directors, Marel Food Systems increased its
common shares by 29.8 million, or 7.97% of total share
capital, with a private placement that concluded on 10
December. The company raised EUR 30 million, and at the
same time strengthened its shareholder base. The private
placement was managed by Landsbanki [slands hf. Marel
Food Systems hf is planning an offering of new shares to
pre-emptive rights holders totaling EUR 120 million in
2008.

At year-end, Marel Food Systems hf shares totaled
403,785,697.

TOP 10 SHAREHOLDERS
AS OF 31 DECEMBER 2007

No. of shares
126,170,437 3
84,845,640 2

Name
Eyrir Invest ehf
Landsbanki [slands hf, adalstédvar

Grundtvig Invest ApS 52,200,943 1
Atorka Group hf 24,194,067
Lifeyrissjodir Bankastraeti 7 10,884,141
Lifeyrissjédur verzlunarmanna 9,686,388
Sameinadi lifeyrissjédurinn 5,585,750
Ingunn Sigurdardottir 5,430,498
Helga Sigurdardottir 5,348,749
Susanna Sigurdardottir 5,308,774
Total 329,655,887 8
Others 74,129,810 1

Registered share capital 403,785,697 10

Shareholders

The number of shareholders in Marel Food Systems was
recorded on the shareholders register to be 2,038 at year-
end 2007, compared to 2,975 shareholders at year-end
2006.

As of 31 December 2007, Marel Food Systems holds
3,436,009 treasury shares, or 0.85% of total share capital.

Liquidity of shares

An agreement was concluded with Saga Capital
regarding market-making for issued shares. The purpose
of such agreements is to improve liquidity and enhance
transparent price formation in the company’s shares on
the OMX Nordic Exchange. Marel Food Systems has also
had a market-making agreement with Landsbanki [slands
since 2006.

%
1.25
1.01
2.93
5.99
2.70
240
1.38
1.34
1.32
1.31

1.64
8.36

0.00




Shares in Marel Food Systems hf were traded 2,038 times in 2007 for a total market value of
ISK 8.2 billion (up from ISK 5.8 billion in 2006), which corresponds to a turnover rate of 25.34%.
The average end-of-day spread of Marel Food Systems hf was 0.68%. The market value of the
company at year-end 2007 was ISK 41.18 billion.

DISTRIBUTION OF SHARES AS OF 31 DECEMBER 2007

Number of Shares Shareholders % Shares %

1 9,999 1,474 7233 6,085,945 1.51

10,000 99,999 461 22.62 13,218,529 3.27
100,000 199,999 42 2.06 5,835,658 1.45
200,000 799,999 36 1.77 13,675,796 3.39
800,000 1,399,999 3 0.15 3,018,033 0.75
1,400,000 2,999,999 7 0.34 13,076,740 3.24
3,000,000 9,999,999 10 0.49 50,579,768 12.53
10,000,000 99,999,999 4 0.20 172,124,791 42.63
100,000,000 + 1 0.05 126,170,437 31.25
2,038 100.00 403,785,697 100.00

Dividend

Marel Food Systems hf paid a dividend of 20% of the nominal share value, which corresponds to

ISK 0.2 per share in 2007.

Share options to key employees
Three share-option programs are currently in place for employees at Marel Food Systems.

Excercisable Number of shares (in thous.) Exercise price (ISK) Exercisable in
Option 1 11,743 70 2009-2011
Option 2 2,000 74 2008-2010
Option 3 1,500 74 2009-2011
Option 4 1,315 92 2010-2012
Total 16,558

MAREL FOOD SYSTEMS STOCK PRICE COMPARED TO THE OMXI-15 INDEX
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Investor relations

Marel Food Systems hf places great emphasis on providing
investors, analysts and other stakeholders with timely and
accurate information about the company. This approach

is fundamental to achieving a fair market price for the
company’s shares.

Information policy

The cornerstone of the company'’s information policy is to
provide current and potential investors with equal access
to consistent and transparent data, in as much detail as is
commercially sensible. In order to ensure equal access, all
information is published simultaneously in Icelandic and
English.

Through efficient reporting, Marel Food Systems ensures
that all necessary information concerning the progress of
the company is clear, and contributes to the correct price
formation of the company’s shares.

All price sensitive information, regulatory announcements
about Marel Food Systems and announcement regarding
performance and future prospects are published in a
timely manner, initially on the website of the OMX Nordic
Exchange in Iceland, www.omxgroup.com/nordicexchange,
and subsequently on Marel Food Systems’ website, www.
matrelfoodsystems.com.

Financial results are issued quarterly in accordance with
the requirements of the OMX Nordic Exchange in Iceland.

Investors meeting

Marel Food Systems places great importance on
developing its relations with existing and potential
investors. This is achieved by several means, most notably
through regular investors meetings and participation by
the Chairman of the Board and/or the CEO of Marel Food
Systems in various functions.

Investors, potential investors and financial analysts

are also invited to the headquarters of Marel Food

Systems in Gardabeer, Iceland where management has

the opportunity to present an overview of company
operations. During 2007, these meetings focused

primarily on recently announced financial results, and the
achievement of the long-term goal of acquiring Stork Food
Systems, which was announced at a meeting in November
2007. During that meeting, Marel Food Systems introduced
for the first time the results via a webcast, which was
available in real-time on the company website.




www.marelfoodsystems.com

In addition to Marel Food Systems regulatory
announcements, the company’s website contains detailed
information about the company, its history, operations and
activities. Current and past press releases, presentations
and annual reports are archived on the website and
available for download, and the company’s current and
historic share prices are available for review against key
indices. The company announced in 2007 a new corporate
website, www.marelfoodsystems.com, as a part of the new
corporate identity.

Annual report

The Marel Food Systems Annual Report is an important
communication tool, and the company strives to provide
a balanced picture of all key aspects of the business, both
financial and non-financial information. A hard copy of
the Annual Report is available upon request by writing to
investors@marel.com. Downloadable versions of current
and past annual reports are available on the company’s
website. Since 2005, an interactive version of reports are
available on the website, which facilitates page by page
downloads and printing.

Publication schedule for 2008-2009:

Reports
6 May 2008 1st Quarter
12 August 2008 2nd Quarter

4 November 2008 3rd Quarter
10 February 2009 4th Quarter
10 March 2009 Annual General Meeting

Investors relations contact:

Gudrun Bjorg Birgisdottir

Corporate Legal Counsel

Tel: +354 563-8282

Email: gudrun.bjorg.birgisdottir@marel.com
and investors@marel.com
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Acquisitions

In November 2007, after approximately two years of
negotiations, Marel Food Systems announced it had
entered into an agreement to purchase the Stork Food
Systems division of Stork NV. The acquisition price was
EUR 415 million on a debt and cash-free basis.

Marel Food Systems and Stork Food Systems have

enjoyed successful co-operation in the development and
marketing of high-tech equipment for the food processing
industry for almost a decade. This co-operation has
brought customers and shareholders of both companies
added value and offered employees the opportunity

Composition of the Global Meat
and Poultry Meat Market

100%

75%

to undertake challenges within a market area that is
constantly expanding.

When the transaction is finalized in 2008, subject to
clearance from antitrust authorities, Marel Food Systems will
approximately double its revenues. This is in addition to the
company having more than doubled in size the previous
year after the acquisition and integration of Scanvaegt and
AEW Delford. This growth rate is considerably faster than
the development strategy unveiled at the 2006 Annual
General Meeting projected, which was to triple the
company'’s turnover within 3-5 years.

Growth of the Global Meat Market
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The amount of feed required in order to produce 1 kg
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is ready for processing.




Stork Food Systems

Stork Food Systems, headquartered in Boxmeer, the
Netherlands, is a global provider of advanced solutions
for the poultry, red meat and further processing industry.
Stork Food and Dairy Systems — part of the Stork Food
Systems Group — manufactures products for the fast
growing dairy, juice, food processing and pharmaceutical
segments, and operates companies in the Netherlands,
France, USA, Spain and Brazil.

The overall turnover of Stork Food Systems in 2007 was
EUR 370 million, of which EUR 310 million comes from the
core activities in poultry, meat and further processing. In
the last four years, annual organic growth of core activities
has been 14%, driven by strong product development and
expansion in emerging markets.

Post acquisition

In the next phase, Marel Food Systems’ emphasis will be
on internal growth and increased profitability, with an
objective of operating profit EBIT reaching10% of turnover
by year-end 2008. After the acquisition, the company will
be able to offer a powerful combination of equipment and
systems for primary, secondary and further processing,
creating more value for customers with innovative
equipment and solutions. The company will continue its
strategy to grow as an important innovator in the food
processing industry with a strong focus on research and
development.

The businesses of the two companies are complementary
with no overlapping in their product portfolios, which will
simplify the upcoming integration process. Co-operation
between Marel Food Systems and Stork Food Systems

has been in such core activities as the development and
production of turnkey solutions for the poultry processing
industry: Stork Food Systems’ strength in mechanical
design is supported by Marel Food Systems’innovative

software and electronics systems. Based on this experience,

the two companies have an excellent cultural fit.

Prospects

Combined, Stork Food Systems and Marel Food Systems
will become firmly established as a major global

innovator of food processing equipment and solutions
with an estimated 15-16% market share. Changes in

their respective markets will be minimal due to years of
partnership, and both operations will be able to ensure
stable operations in their core fields while continuing close
collaboration with customers.

The biggest markets for both of the companies are at
present in Northern Europe and North America, but in the
near future focus will shift to new markets in Asia, Eastern
Europe and South America. The annual growth rate in

these regions is projected at 7% over the next five years,
which will create opportunities to optimize production
capacity and technological efficiency.
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Opportunities and outlook

In February 2006, Marel Food Systems presented a clear

vision of external and internal growth. The first phase 1.000
focused on implementing strong external expansion

through strategic acquisitions/mergers of two to four key 750 ‘ .
companies that had good growth potential, and strong

integration compatibilities with Marel Food Systems. The
aim was to attain a 15-17% market share in 2008-2010,
and a turnover of EUR 400-500 million. The second phase
focused on strong internal growth by developing best

500 -

Million EUR

250

products and services, with the aim of achieving an annual
turnover of EUR 1000 million by 2015. 0

2005 2006 2007  2008-2010 2015

The purchase of AEW Delford and Scanvaegt in 2006 -— > e >

quickly brought the company close to the goal of the first Strong external growth Strong internal growth
phase. With the acquisition of Stork Food Systems, the 3-5 year strategy

goal of tripling turnover has been exceeded in a much Strategic goals set in 2006

shorter timeframe: pro forma revenues for 2007 are EUR B Stork Food Systems
s X . , Scanvaegt
660 million, or a fivefold increase from Marel Food System’s m AEW Delford
2005 turnover. EE  Marel (incl. Carnitech), Marel Food Systems after 2006

Marel Food System’s projected market share today,

including Stork Food Systems, is approximately 15-16%. Marel Food S has b leader i
In phase two, the focus shifts to strong internal growth processes, Marel Food Systems has become a feader in

by developing the following key market dimensions: developing equipment for the global food processing

industries, geographical markets, products and solutions, industry.

service and spare parts. The critical mass is now in place Senior management of Marel Food Systems expects that
to enter emerging markets in Eastern Europe, Asia and it will be able to achieve the company’s goal of EUR 1000
South America where the annual growth rate is expected million in turnover over the next 7 years with internal

to be 7% over the next five years. Through these growth growth.




Integration

The primary goal of integration is to improve productivity,
synergy and teamwork, thereby boosting the efficiency
and effectiveness of the processes that run a business. This
has now been achieved as the integration of AEW Delford
in the UK, Scanvaegt and Carnitech in Denmark and Marel
ehf in Iceland concluded in 2007. The process will fully
impact Marel Food Systems’ performance in 2008.

Marel Food Systems comprises five business units,

a network of sales and service units and a corporate
structure. The extensive task of integration concentrated
on rationalizing all elements of the business units’
production, product development, purchasing and service
operations, as well as the sales and marketing network.
For example, sales offices decreased from 45 to 24, and
several new distribution and service operations joined
the company’s global net. This was achieved through the
acquisition of companies that had been working in close
association with the various business units, as well as the
establishment of new entities.

Integration work also involved implementing a strategy
of creating an outstanding workplace, where everyone
understands and appreciates that they work for the
same company, where the strengths of each company
have been developed to support the vision and growth

of Marel Food Systems. In addition, work focused on
encouraging creativity, leadership and teamwork, as well
as independent thinking, which opens up numerous
possibilities for the company and its employees to grow
and prosper in harmony.

Other integration goals include doubling the number of
new products with unchanged investment in product
development, improving customer services while
increasing profitability and expanding the value-added
chain. In addition, new products and product categories
will enter the mix and new market possibilities will present
themselves, thereby diversifying opportunities for growth.

Further integration

In November 2007, Marel Food Systems announced it
had concluded an agreement to acquire the Stork Food
Systems division of Stork NV. Over the years, Marel Food
Systems and Stork Food Systems have successfully co-
operated in developing and producing food-processing
solutions. When the transaction is finalized in early 2008,
Marel Food Systems will approximately double in size. This
will bring with it a new round of integration, and years of
working cooperatively will help ensure that this work will
be successful.
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Financial performance

Operating revenues and expenses

Marel Food Systems’ operating revenue in 2007 amounted
to EUR 289.8 million, compared to EUR 208.7 million in
2006, an increase of EUR 81.1 million or 38.9%. Proforma
growth for the same period was 4.5%, or 6.1% at a fixed
EUR/USD exchange rate. Other income in the period
amounted to EUR 1.2 million, compared to EUR 1.7 million
for the previous year.

Contribution margin of product sales was EUR 97.2 million,
or 33.6% of sales compared to 68.8 million or 33.0% of
sales in 2006. Operating expenses other than the cost of
goods sold totaled EUR 88.4 million, which corresponds to
30.5% of revenue compared to 30.2% for the previous year.

Any assessment of the operations, and comparison

with previous results, should take into account that the
year's operating expenses include one-time costs of

EUR 4.9 million in the first half of the year relating to the
integration of AEW Delford and Scanvaegt. These costs
were chiefly charged to sales and marketing expenses, and
to administrative expenses.

Sales and marketing expenses increased to 15.5% of sales
compared to 13.9% for the previous year, which reflects
extensive restructuring of the sales and service network.
Administrative expenses on the other hand, as well as

Marel Food Systems’ operation in millions of EUR

Q4'07
Sales 789
Operating profit (EBIT) 1.6
EBIT % 2.0%
Net finance expenses (23)
Net profit 34

EBITDA 4.8

expenses related to research and development, decreased
in relation to sales despite one-time charges. As a ratio of
operating revenue, the expenses developed as follows:

Year Year
2007 2006
Selling and marketing expenses 15.5% 13.9%
Research and development expenses 5.0% 5.6%
Administrative expenses 10.0% 10.6%

Operating profit before depreciation, financial items and
taxes (EBITDA), and operating profit before financial items
and taxes (EBIT), were as follows:

Year 2007 Year 2006

EBITDA in thous. of EUR 20,980 15,679
EBITDA as a % of sales 7.2% 7.5%
Excluding one-time costs 8.9% -
EBIT in thous. of EUR 10,029 7,527
EBIT as a % of sales 3.5% 3.6%
Excluding one-time costs 5.2% -

The year was characterized by extensive integration efforts
that are expected to generate significant operational
rationalization in 2008. The company’s goal of at least 10%
EBIT is expected to be achieved at the end of that year.

Q307 Q207 Q107 Q406
66.1 72.6 72.2 71.9
1.8 34 3.2 1.1
2.7% 4.7% 4.5% 1.5%
(1.9) (1.8) (1.2) (13)
(58) 7.4 1.0 (05)
4.6 59 5.6 37




Financial items

Net finance cost totaled EUR 7.1 million compared to

EUR 5.0 million in the previous year. The rise is a result of
increased business and investment in new operations.
Average interest of the company’s long-term loans in 2007
was 6.3%.

Marel Food Systems’ share in the operational profit of
associated companies totaled EUR 4.6 million, which

may be attributed to investment by LME ehf in the Dutch
company Stork NV. The share is entered at market value.
The company applies natural exchange rate hedging to
the extent possible. Approximately 61% of the revenue
was in euros or pegged to the euro through the Danish
krone. These two currencies account as well for 58% of
operating expenses. The Icelandic kréna, however, plays

a much larger part in expenses than revenues. To offset
that, the company has entered into forward exchange rate
contracts in regard to all estimated costs in Icelandic krona
until April 2009. Sales and expenses, broken down by
currencies, are as follows:
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Sales Expenses

Assets and liabilities

Total assets of the company at year-end 2007 were

EUR 427.3 million, an increase of about 62.5 million, or
17.1% from the previous year. The assets include a loan
amounting to EUR 49.6 million, granted to LME ehf of
which Marel Food Systems owned 20% until November
2007 when the shares were sold. Payments will be received
in the first quarter 2008.

Investment in property, plant and equipment during 2007
totaled EUR 17.3 million, compared with EUR 10.4 million
during the same period last year. Most was earmarked for
building new production facilities in Slovakia.

Owners equity

A meeting of the Board of Directors of Marel Food Systems
hf on 29 November 2007 approved an increase to the
company’s share capital equivalent to 8% of its total issued
share capital. The private placement brought the total
number of shares at year-end 2007 to 400.4 million. In
addition, the company holds 3.4 million treasury shares.
The equity ratio was 42.5% in 2007 compared to 39.6% at
year-end 2006. The current ratio stayed the same between
years, at 1.9.

Other

ISK

GBP

usb

EUR (incl. DKK)
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Current ratio
- Dividends
atio
20 In 2007, the company paid EUR 824 thousand in dividends,

- which corresponds to EUR 0.22 per share, compared to
EUR 601 thousand in 2006 which corresponds to EUR 0.25
12 per share.
08
04 Cash Flow
0 Operating activities provided net cash of EUR 2.8 million

2003 2004 2005 2006 2007

during the year, in comparison to the previous year when
net cash of EUR 3 million went to operations. In 2007,
Equity ratio operations generated working capital of EUR 13.0 million.
At the end of the year, net cash totaled EUR 30.4 million,

20% compared with 63.1 million at year-end 2006. The main
reason for the change is investment in Stork NV shares,
30% which totaled about EUR 41.6 million during 2007.
20% .
Implementation of IFRS
10% Marel Food Systems’ financial statements are prepared
o in accordance with the International Financial Reporting

2003 2004 2005 2006 2007 Standards (IFRS), and have been since 2005.

Working capital from operation
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3,000
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Business operations

Marel Food Systems provides equipment to three main
segments of the food processing industry: fish, meat and
poultry, and offers solutions for other food processing and
prepared foods. The company’s brands cover numerous
aspects of processing, from slaughtering and primary
processing of raw material to packing and labeling of
finished products. The company’s comprehensive portfolio
of components is designed to provide customers with
integrated solutions from a single, reliable source.

In 2007, there was a major effort to integrate Sales and
Service companies — now called Sales and Service Units

- that had been operated by Marel Food Systems and
Scanvaegt International. The structural integration of these
companies has been concluded. The number of Sales and
Services offices was reduced from 45 to 24, and a number
of agent and distributor contracts were closed. All Sales and
Service Units are now managed by Marel Food Systems.

A new corporate identity was introduced: Marel Food
Systems, and the logos and trademarks of the business
units were reduced and redesigned to reflect the changes.

Marel Food Systems’ key markets are North America

and Europe, and operations in 2007 continued to be
reinforced in these areas. South American activities have
been reorganized to build on the strength of various
offices. Substantial growth was seen in 2007, where sales
of standard products have increased and the groundwork
for large projects has been laid. Special focus is on Eastern
and Central Europe where existing Sales and Service Units
have been strengthened, and a new Sales and Service Unit
will open in Romania in 2008. Marel Food Systems has
prioritized Eastern and Central Europe and South America
as target markets, and 2008 will also see increased focus
on Asia.

Estimated
market size

Primary
processing/
Packaging

Processing Secondary

processing/
Packaging

segment Slaughtering

in 2007, EUR m

Further processing

Product subgroup Slaughtering Basic Advanced coLD HOT
— NAE] e
— scanvaeqgt ———p
— AN e
= —_—
Mieat r scanvaegt
=carnitech > >
— aewdelford —>»

e MANE] ey

— scanvaegt T

- carnitech >

Estimated
market size 3,500
in 2007, EUR m
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In 2007, the company secured major contracts with many
of the world’s largest fish, meat and poultry processors.
These large contracts for processing solutions are a result of
long-term sales and marketing efforts, which will support
the company’s organic growth.

Marel Food Systems has merged industry support for large
projects across its Business Units from the beginning of
2008: sales of industrial projects will be measured as a
whole, i.e. not based on individual activities of Business
Units. This support system also applies to the fish, meat and
poultry industries.

Fish industry

The seafood processing industry is continuing to adjust to
wild-fish quotas being reduced, and aquaculture replacing
wild fish on the plate. With the growth of aquaculture, new
plants are being built that call for more automation. This
trend is very positive for Marel Food Systems and creates
new opportunities.

Fish species such as tilapia, sea bass and sebream, along
with salmon, have replaced traditional species. Seafood

is the most expensive protein source in the world. To
remain competitive, therefore, seafood processors require
solutions that ensure good handling, superior automation
and yield control, and enhanced monitoring of yield and
processing. This has created a myriad of new possibilities
and opportunities for Marel Food Systems, as the industry is
expected to continue investing in new processing solutions
that focus on these trends.

In 2007, the global fish and fish farming industry continued
the consolidation process, with some major mergers or
acquisitions by private equity funds of old and established
seafood companies.

Whitefish

Marel Food Systems experienced a significant increase

in sales to the fisheries industry in 2007. Several large
contracts were signed, and processing lines sold well in
Iceland. The company’s high market share in a business
segment with a limited supply of raw material puts pressure
on Product Development to introduce new solutions.
Increased automation is essential for the whitefish industry.
Marel Food Systems will meet these needs with robotic
solutions, new software and X-ray technology, along with
products based on existing technology and solutions.

Integrated solutions will also play a major role in future
whereby waste-fish processing experience of Marel Food
Systems is used to restructure work onboard factory
trawlers, or redesign existing shore-based plants, in order
to help customers maximize efficiency.

Salmon processing

Marel Food Systems continued to fortify its market
position in the salmon industry in 2007. With strong core
competences, products and solutions, the company is very
well positioned, and is by far the largest supplier to the
salmon processing industry.

The new ITM intelligent trimming machine was very well
received in the market, and will have a major impact on
salmon processing operations.

Increased processing of salmon has presented good
opportunities for further growth. Carnitech Salmon has
particularly benefited from this development with strong
product sales.

Marel Foods System intends to maintain and strengthen its
position within the salmon industry by working in closer
cooperation with major suppliers.

Meat industry

Marel Food Systems’ sales to the meat industry were good
in 2007, although performance varied between brands.
The sales network is adapting to the new products being
offered from different business units. Large contracts
were finalized and delivered to all continents, and signed
contracts with delivery in 2008 will have a major influence
on operations in 2008.

Within the meat industry, Marel Food Systems is focusing
on the following segments:

« Deboning and trimming of meat with complete
IT tracking and traceability systems. The company
has a unique position in the market with respect to
technology offered.

« Prepared meat processing system. Handling of the
secondary product coming out of meat processing
(ground beef, hamburgers, etc.), with focus on
monitoring fat content in the process and turn-key
solutions.

« Slicing and packing of meat, for example bacon. With
increased automation using robotic technology and
integration of machines to create a system solution,

Marel Food Systems will strengthen its positions.




In addition, Marel Food Systems has a wide range of
products to meet the needs of the meat industry, including
beef, pork and lamb.

Sales of efficient management tools for yield control have
been the driving force behind Marel Food System success
during the year. Other factors such as traceability, hygiene
and lack of available labor also play an important part

in determining industry needs. Turn-key solutions are
another trend in the industry, and here the company is
seeing contract sizes larger than ever before.

Marel Food Systems expects growth in sales to the meat
industry. Major restructuring of meat plants is occurring
in Eastern and Central Europe where the European Union
has made restructuring funds available. In South America,
companies are embracing the new processing concepts
provided by Marel Food Systems.

In 2007, the meat industry experienced significant
increases in corn prices due to requirements in the

United States that allocated part of the harvest for fuel
production. Higher prices are hitting the meat industry
harder than the other protein industries. This calls for
further pressure to optimize meat production, and could
in the short-term affect sales of Marel Food Systems, but in
the long-term will create good opportunities.

Poultry industry

Sales to the poultry sector remained good in 2007.
Increased sales and growth in this sector were evident
across Marel Food Systems. Bird flu is still a predominant
issue in the industry, but the effect on the company has
not been adverse. To the contrary, Marel Food Systems’
proven traceability solutions have made it a preferred
supplier to many of the major poultry producers in the
world. The company'’s ability to provide large-scale turn-
key solutions has helped it maintain its leadership position
in an industry where intense global competition focuses
on the need to improve efficiency and yield while reducing
giveaway.

The company maintained a strong market position

on all of its markets, while increasing its coverage in

the emerging markets. Eastern and Central Europe are
becoming important markets for Marel Food Systems, as is
South America.

Poultry is the fastest growing protein industry in the
world, and has the most economical feed conversion ratio.

The poultry industry will play a major role for Marel Food
Systems, both in established and emerging markets.

Marel Food Systems have put major effort into developing
solutions for the poultry industry. Areas of special focus are
in the following applications:

+ Robotic solutions for grading, batching and positioning
of products. Two product development teams are
working on robotic applications. Sales were robust in
2007, and will continue to grow in 2008.

« Portioning solutions to optimize the conversion of raw
materials to valuable products.

« X-ray solutions to inspect poultry meat for bones.

« Grading and logistic solutions for new poultry plants, or
the rebuilding of older ones.

« Conditioning of products to optimize processing. For
example, this is accomplished by temperature control
(chilling or crust freezing), flattening or grading.

Marel Food Systems’ product range has placed it in a very
strong position in the poultry market. The company is
meeting the needs in all major markets.

To further support solutions, Marel Food Systems is
offering software for yield and management control, as
well as various equipment for weighing and cutting.

Other

Software solutions

The company focuses on dynamic software development.
A new platform has been established for software. The IT
strength of Marel and Scanvaegt has been merged into

a new platform, and products based on this platform are
marketed under the name INNOVA. Innova software will
strengthen the position of the company and meet food-
industry needs. With Innova, the company will become
the leader in IT products for food processing factories and
provide a strong revenue base.

Prepared foods and other food industries

Marel Food Systems will continue to develop opportunities
in other food industries, as the technology and the
solutions are available for these industries. The company
has supplied products and solutions to the cheese,
vegetable, fruit and ready-made meals sectors, and will
continue to explore opportunities and adapt products

to emerging needs. Of special interest are applications
involving slicing, weighing, packing and mixing
ingredients into consumer packs.

marel
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Culture of innovation

Marel Food Systems is a global leader in developing
and marketing high-tech processing equipment for the
food processing industry that substantially increases
productivity. To consistently maintain this leadership
position, the company operates strong research and
development teams that focus on using new as well as
existing technologies to create innovative solutions to
current and emerging production challenges.

This vigorous research and development strategy is
supported by an annual investment in innovation of 5-7%
of revenue, which is above the industry average. Highly
qualified researchers and technicians, excellent working
relationships with managers in the various food processing
industries and a pioneering mindset have shaped Marel
Food Systems’ successful R&D activities.

‘Return on Innovation’

In 2007, the focus of integration activities shifted to
innovation and product development. Return on
Innovation was chosen as the theme in the integration
process to highlight the importance of innovation and its
role in creating value for the customer.

A new organizational structure was introduced to fuel
innovation within application segments such as grading,
cutting and production control software, and to harvest
and share knowledge across the five business units:

AEW Delford, Carnitech, Marel, Scanvaegt and Marel
Food Systems s.r.o. in Slovakia. The entire product range
was evaluated and development efforts on overlapping
products have been minimized. This has created

many opportunities for more efficient new-product
development without increasing R&D costs. More than 200
employees worked in product development during 2007.

Knowledge

Marel Food Systems employs a highly qualified team of
scientists and technicians. Their primary task is to increase
knowledge of new technologies in order to strengthen
the company’s technological base. This research work

is in addition to product development activities, which
continue to play a decisive role in the company’s
operations.

Marel Food Systems maintains strong connections with
the scientific community by participating in international
research projects, welcoming research guests and
providing scientists with research facilities for special
projects that are applicable to the company’s operational
fields. The company also supports the teaching of science
and mathematics.

Patents and trademarks

Patent protection is vital to Marel Food Systems as its
value and strong position are, to a large degree, built on
technological innovation and employee experience. The
company’s investments are primarily in the knowledge
and expertise of employees. For this reason the company
is very involved in protecting the proprietary rights of its
product development activities.

AEW Delford’s Robotic
Batching System




Fulfilling expanding customer needs

Marel Food Systems marketed more than 30 new products
during 2007 under four brand names; Carnitech, AEW
Delford, Scanvaegt and Marel. All products are designed
to improve processing productivity throughout the entire
value chain in the fish, meat and poultry industries.

Among these new products are the following:

Robotic Batching System

Both AEW Delford and Scanvaegt introduced products in
the field of robotic batching. This new product from AEW
Delford gives our customers a high degree of automation,
greatly improving what is presently a manually intensive
process. The product offers broad flexibility regarding

the product packaging format and range of pack sizes
produced.

Salmon Deheader

Carnitech’s new Salmon Deheader is designed for
automatic deheading and tail cutting of salmon. It
minimizes product handling and contributes to less labor
intensive production. Operation costs are reduced, and
yield is increased due to better control of deheading, tail
cutting and filleting processes.

Carnitech’s Salmon Deheader

ScanPortioner B22

The Scanvaegt’s ScanPortioner B22 is an advanced dual-
lane portion cutter designed for processing companies
that want to achieve high portioning capacity for fixed-
weight and/or length-specific products.

Fixed Weight Cut’n Pack Solution

Marel’s Cut’'n Pack Solution, based on two new products,
delivers fixed-weight meat portions directly into trays
ready for sealing and packing. The Marel OptiCut optimizes
the utilization of raw material, delivering stacked fixed
weight portions ready for tray loading. The QuickLoader
loads the portions into trays, ready for sealing and packing.
This solution increases profitability and hygiene through
better raw material utilization and less product handling.

Marel’s Cut’n Pack Solution

Scanvaegt’s
ScanPortioner B22

b
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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
[slands 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.

Garoabeer, 12 February 2008

Board of Directors
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Chief Executive Officer

Hordur Arnarson
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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
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porir Olafsson
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Kristinn Freyr Kristinsson



Financial Ratios

2007 2006 2005 2004 2003*
Operating results
SAIES et 289,817 208,700 129,039 112,301 106,104
GrOSS Profit .ooveieeeiiiesiie e 97,236 68,803 43,625 41,016 34,617
Profit before depreciation (EBITDA) ........ccccvvieiieeneennne. 20,980 15,679 14,814 16,527 10,129
Profit from operations (EBIT) ......ccccoeeciveeeiiiiiieeeeeciee. 10,029 7,527 9,721 12,066 6,568
Profit for the year .........ccccoviee i 6,066 159 5,715 7,984 3,749
Cash flow statement
Net cash from (to) operating activities ............ccccceeveennne. 2,778 (2,992) 2,987 13,207 4,724
Investing activities ..........ccocvrieeeiiiee e (70,249) (69,754) (10,180) (6,389) (1,955)
Financing activities .........ccccoiiieiiiiii e, 34,118 132,318 7,210 (7,263) (1,153)
Financial position
TOtal @SSES ...evvivieiiiiiie e 427,304 364,793 114,890 95,482 81,334
Working capital .........ooocveeiiiiiiiiee e 109,887 87,989 16,557 19,807 17,700
EQUITY «eeeeeee et 181,835 144,423 41,032 31,595 25,167
Various figures in proportion to sales
GIroSS Profit ....cooveeeeiee e 33.6% 33.0% 33.8% 36.5% 32.6%
Selling and marketing eXpenses ..........ccocceveeriieerciennneees 15.5% 13.9% 12.4% 12.4% 12.8%
Research and development expenses ..........ccccoeceeeineenn. 5.0% 5.6% 6.1% 5.8% 6.8%
Administrative eXpenses .........ccccovveeiiiiiniiee e 10.0% 10.6% 8.7% 8.1% 8.1%
Wages and benefits ..., 41.2% 42.7% 42.5% 41.9% 41.0%
Profit before depreciation (EBITDA) .......cccccceviviieeiiieenns 7.2% 7.5% 11.5% 14.7% 9.5%
Depreciation/amortization ............ccccoeceinieeiiiee e, 3.8% 3.9% 3.9% 4.0% 3.4%
Profit from operations (EBIT) ......cccccoviiiiniiiiiiiieee e, 3.5% 3.6% 7.5% 10.7% 6.2%
Profit for the period .........cccvveriiiii e 2.1% 0.1% 4.4% 71% 3.5%
Other key ratios
CUITENE FAtI0 ..ottt 1.9 1.9 1.4 1.6 1.7
QUICK rati0 ...eveeeeiiiicie e 1.3 1.2 0.6 0.7 0.8
EQUItY ratio .......coeeeiiiiiiee e 42.5% 39.6% 35.7% 33.1% 30.9%
Return on owners' equity .........cccooociveeiiiiiiiieeee e 3.7% 0.2% 18.1% 30.5% 16.5%
Return on total assets .........ccccovieeiie i 1.5% 0.1% 5.4% 9.0% 4.6%
Price to earnings (P/E) last 12 months ..........cccococeevineenn. 73.5 - 36.7 17.7 19.7
*Amounts 2003 are not in conformity with IFRS.
Marel Food Systems hf, Consolidated financial statements 31 December 2007 Amounts in thousands of EUR
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Consolidated Income Statement

Gross profit

Other operating inCome ..........cccccoocieiiiiiicicce
Selling and marketing eXpenses ..........cccoeeeeeenneennn.
Research and development expenses ....................
Administrative eXpenses .........ccccccverriiiiiiiee e

Profit from operations

Finance costs - Net ......ccooovviiiiiiiiiiiee, 7
Share of results of associates ........cccoceeeeeeeeeriirinnne. 27

Profit before income tax

INCOME taX EXPENSE ....oevuirieiiieeeiiie e 9

Net profit

Attributable to:
Equity holders of the Company .........c.cccceviieeeiinnens
Minority iNterest ...

Earnings per share for profit attributable to

equity holders of the company during the year
(expressed in EUR cent per share):

S DASIC i 10
Sdiluted 10

The notes on pages 50-75 are an integral part of the consolidated financial statements.

2007 2006 2007 2006
Q4 Q4

78,869 71,946 289,817 208,700
(53,692) (48,296) (192,581) (139,897)
25177 23,650 97,236 68,803
(66) 642 1,203 1,722
(12,172) (10,990) (44,829) (29,085)
(4,237) (4,291) (14,631) (11,744)
(7,100) (7,933) (28,950) (22,169)
1,602 1,078 10,029 7,527
(2,277) (1,264) (7,091) (5,026)
5,125 (236) 4,602 (1,449)
4,450 (422) 7,540 1,052
(1,077) (93) (1,474) (893)
3,373 (515) 6,066 159
3,367 (520) 6,065 146

6 5 1 13

3,373 (515) 6,066 159
0.91 -0.14 1.65 0.05
0.90 -0.14 1.64 0.05

Marel Food Systems hf, Consolidated financial statements 31 December 2007

Amounts in thousands of EUR



Consolidated Balance Sheet

ASSETS

Non-current assets

Property, plant and equipment ..o
[CToToTe 11/ || U UT OO
Other intangible @SSets .........cccoiiiiiiiiii e
INVestMENts iN aSSOCIAES .........cooeeiiei e
Available-for-sale iINVESIMENTS ............ooooeiiiiiiiiccre e
RECEIVADIES ... e e e e e
LOAN 10 ASSOCIALE ...ttt a e e e e
Derivative financial inStruments .............cccocoeiiiiii e
Deferred iNCOME taX @SSELS .......uviiieiiiiiiiiee e

Current assets

INVENTOTIES ...t e e e e e e e e e e e e e e e e e e e e e aannnen
Production CONracCtS .......cocoeieiiiiiii e
Trade reCeiVabIESs ........cvviiiiiiiiie e ———
Other receivables and prepayments .........ccccovieeireee e
LOAN 10 ASSOCIALE ....cocecieiieieieee et a e e e e
Derivative financial inStruments ..o
Cash and cash eqUIVAIENES .........ccoiiiiiiiiii e

Total assets

EQUITY
Capital and reserves attributable to equity holders of the Company

OrdiNAry SNArES ......ccuiiiiiiii et
TrEASUIY SNAIES ....ooiiiiiiiiii et
Share PremMiUmM ....oouiiiieee e
Fair value and Other reSErves ..........coovviiiiiiiiii e
Retained €arnings ........cooooeiiiiiie e

Minority interest
Total equity

LIABILITIES
Non-current liabilities

BOITOWINGS ... e
Deferred income tax liabilities ...........uueeeeieieieieieie e
PrOVISION ..ttt e e e e e e e e e eeeaeeeeeesees e s nnnnnnnnnes
Derivative financial instruments ..o

Current liabilities

Trade and other payables ...
Derivative financial inStruments .............cccocooiiiiiii e
Current income tax liabilities ..........cccceiiiiiiiiiieee e
BOITOWINGS ..ottt
PrOVISIONS ... r e e e e e e eaaaaeeas

Total liabilities

Total equity and liabilities

The notes on pages 50-75 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

31122007  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
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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 ......ccceeeeiiiii e

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

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

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 ......ccceeeviiriiii
Purchases/sale of treasury shares ............
Employee share option scheme:

- value of services provided ......................
Dividend related to 2006 ..............cccvveeenen.
Profit for the period
Issue of share capital ...........cc.ccoeveerieennen.

Balance at 31 December 2007

Attributable to equity holders of the Company

The notes on pages 50-75 are an integral part of the consolidated financial statements.
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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 45 108,391
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

Amounts in thousands of EUR



Consolidated Cash Flow Statement

Notes
Cash flows from operating activities

NEE PIrOFIt e s

Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and impairment of fixed assets .........coccccevviiiic i
Amortisation and impairment of intangible assets ........cccoccceviiiiiii
Currency fluctuations and indexation ...........ccccovieieiiiineen e
Changes in deferred taXESs ........cuveiriiiiiiiee e e
Share of results of aSSOCIAIES .......cccviiiiiiiii e
Other ChaNgES .....coooueiieiiiee et st naee e

Working capital provided by operating activities

Changes in operating assets and liabilities:
Inventories and production contracts (iNCrease) ..........cccceeeeeeecvveeeeeeiiiieeeeeeinns
Trade and other receivables (INCrease) .........ccccevcvveeiii e
Short-term liabilities, INCrEASE .......ccoeiiiiiiiieiceeee e
Changes in operating assets and liabilities

Net cash from (to) operating activities

Cash flows from investing activities

Acaquisition of subsidiary, net of cash acquired ............ccccevveiiiieeiiii e 28
Purchase of property, plant and equipment (PPE) ..........cccoooiiiiieiiieinee e 12
Purchase of intangibIes ..........coouiiiiiiiiiii e 13
Purchase of associate investments ..., 27
0= 1 TS o 1 =T [ RSP
Proceeds from sale of PPE ...
Proceeds from sale of Shares .........cccovviiiiiiiiiii e

Net cash used in investing activities

Cash flows from financing activities

Proceeds from issue of ordinary Shares ...........ccccovieiiiiiii e
Proceeds from (purchase of) treasury shares, net ..o
Proceeds from DOITOWINGS .....cocuuiiiiiiiiiiiii e e
Repayments of DOITOWINGS .......oocveeiiiiie e
Finance lease principal PaymMeNts .........cccceiuiiieiiiiiniee e
Changes in short-term bank 10ans ...........cccooiiiiieiiiii e
Dividend paid to group Shar€holders .............cceeiiiiiiiiiiiiee e

Net cash from financing activities

Net increase (decrease) in cash and cash equivalents

Exchange losses on cash and bank overdrafts ..........ccccocrviiiiiecne e
Cash and cash equivalents at beginning of year .............cccocviiiniiniiiicce

Cash and cash equivalents at end of year

Other information

INEEIEST PAIA ...eeeieii et
INCOME tAX PAIA ..ot
DiVIAENd rECEIVEA .......uuviiiiiiiiiiiiieeee e e e e e e e e e e e e e e e

The notes on pages 50-75 are an integral part of the consolidated financial statements.
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2007 2006
6,066 159
5,069 3,834
5,882 4,318

260 (5,428)
246 (788)
(4,602) 1,460
66 (817)
12,087 2,738
(12,115) (8,214)
(20,399) (2,137)
22,305 4,621
(10,209) (5,730)
2,778 (2,992)
0 (45,732)
(17,328) (10,402)
(13,266) (7,817)
0 (1)
(41,643) (8,223)
1,242 2,303
746 118
(70,249) (69,754)
34,638 59,018
(2,154) 271
24,669 75,358
(13,434) (10,095)
(865) (569)
(7,912) 8,936
(824) (601)
34,118 132,318
(33,353) 59,572
711 (373)
63,079 3,880
30,437 63,079
(3,573) (2,431)
(1,864) (1,143)
8 3

Amounts in thousands of EUR
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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 SEgMENtS ........ccoiiiiiiiiiiei e 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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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;

(i) 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

(i) 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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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:

Buildings ......cccocovveviieieen. 20-40 years
Plant and machinery 5-15 years
Equipment and motor VENICIES ........c.ooiiieeie e 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.

Marel Food Systems hf, Consolidated financial statements 31 December 2007
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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.
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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.

(i) 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 commaodity 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

Trad@ r8CEIVADIES .........coeeeeeeieee ettt e e e e e e e e e e e e e e eaeaeeeees 16 53,116 47,620
Other receivables and prepayments 16 20,427 6,697
LOAN 10 ASSOCIATE ...evvvviieeiieieeeeeeeeecee et e e e et e e e e e e e e re b s 30 49,607 6,707
Derivative financial inStruments ...........cccocviiiiiiiiiiiieeeeeeeeeeee s 18 3,168 883
Cash and cash eqUIVaIENES ........ccoiiiiiiiiiie e 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 and2years and5years Over5 Years
BOIrowings ......ccovevviveeiiieeciiee e 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 Less than 1 Between 1
At 31 December 2007 cash flow year and 2 years

Forward foreign exchange contracts — cash flow hedges
OUFIOW . e e e e e nnr e 30,806 28,106 2,699
INFIOW ettt 33,525 30,596 2,929

Contractual Lessthan1 Between 1
At 31 December 2006 cash flow year and 2 years

Forward foreign exchange contracts — cash flow hedges
OUTIOW .ttt e e st e e et e e e e nee e e sneeeenneeeen 32,903 30,814 2,089
10111 1 PRSP 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 techniques.
The Group uses a variety of methods and makes assumptions that are based on market conditions existing at each
balance sheet date.

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

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

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

(a) Estimated impairment of goodwill

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

(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.

Marel Food Systems hf, Consolidated financial statements 31 December 2007

61



62

Notes to the Consolidated Financial Statements

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 ........cccoceeeiriieeiiiieennne 111,022 88,014 102,958 69,647 371,641
Inter-segment sales ...........cccoceeeiiiiii e (14,419) (11,072) (8,643) (47,690) (81,824)
Sales 96,603 76,942 94,315 21,957 289,817
Operating profit .........ccocoeiiieiiien e 10,029
Finance costs - Net ........ccoccvvvieeeiiiiiie s (7,091)
Share of results of associates ..........ccccceeeevennnnnnn. 4,602
Profit before tax 7,540
Income tax eXPeNnSe .......cccevvieeiiiiiie i (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 .......cccoeceeeiviieeiiiieennne 86,842 57,320 62,069 43,282 249,513
Inter-segment sales (3,432) (13,358) (8,713) (20,310) (40,813)
Sales 83,410 43,962 58,356 22,972 208,700
Operating profit .......... 7,527
Finance costs - net (5,026)
Share of results of associates (1,449)
Profit before tax 1,052
TaX EXPENSE ...eeeeieiiiiie ettt (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
oY F=1 1 T [T 2,449 4,889
=TU (o] o =] 1 1= PR PPPRP 214,527 145,375
[N LoY 1 a0 =T (o= N 56,163 45,914
(@1 1= aoTe U151 [=Y= PN 16,678 12,5622

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
[o7=1 = g o USSP 310,492 267,458
(@] (g 1= ol ] 0 [ o] (=1 T 116,812 97,335
427,304 364,793
Total assets are allocated based on where the assets are located.
Capital expenditure
o= =1 Lo [T 8,133 11,619
(@1 a1 g oTo 101 o1 1= 1= PP 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
78,869 66,087 72,617 72,244 71,946
(53,692) (44,215) (47,853) (46,821) (48,296)
25,177 21,872 24,764 25,423 23,650
Other operating inCOMe ........ccccceeieiiieenieeiieeeee (66) 124 770 375 642
Selling and marketing expenses ..........cccceeeeenuene (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 ..........ccccoveeeniiieeniieeenne (7,100) (6,711) (6,733) (8,406) (7,933)
Profit from operations (EBIT) 1,602 1,765 3,419 3,243 1,078
Finance costs - net ..........cccceee (2,277) (1,894) (1,752) (1,168) (1,264)
Share of results of associates ..........c.cccceerieenienne 5,125 (6,836) 6,598 (285) (236)
Profit (loss) before tax 4,450 (6,965) 8,265 1,790 (422)
INCOME taX EXPENSE ....evveeiiiieeeiee 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) .........cccccueen.e. 4,841 4,614 5,881 5,644 3,730
2007 2006
7. Finance costs — net
Interest expense:
e o1 (011713 To TS SUSOPRRORI (8,465) (8,981)
= fINANCE IEASES ....viiiiiie et e e e e e e et a e e e ara e e e aaeeennaeen (177) (53)
- Other INTEreSt EXPENSES .....coiiciiie e e e e e e e s e e s e bee e e s neeeennaeeas (379) (146)
(9,021) (9,180)
LY C=T LTS T o702 1 1= 1,910 2,463
Other finance iNCOME (COSL) ....uvvvveriiiieeeiie e e 8 67
Net foreign exchange transaction gains/(losses) 12 1,523
Gain (loss) on sale Of SUDSIAIANES ........ccccuiieeiiiie e e e 0 101
(7,091) (5,026)
8. Staff costs
L Vo L= SRR 106,151 79,920
Related expenses 13,194 9,167
119,345 89,087
Staff costs analyses as follows in the income statement:
COoSt Of SAIBS ...vvveeeee 63,007 47,869
Selling and marketing expenses 27,478 17,034
Research and development EXPENSES ......ccceivieiiiiiiiee e e e e e e e e e esreer e e e e e e e sanreeeeeeeeens 11,958 10,490
AdMINISITAtiVE EXPENSES ...oeiiiiiiiiiiiee e e et e e e e e e s e e e e e s e st eee e e e e e essnseeeeeeeeeaannnaneeeean 16,902 13,694
119,345 89,087
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9. Income tax expense

2007 2006

(01T (=Y 01 2= D 1,228 1,680
Deferred taX (NOTE 271) ..ueiiii e e e e e e e e e e e e e s e e e e e e e s nsreeeeeannnnes 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:

Profit DEFOIE TaX ... e 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 PUIPOSES .....cccuuiiiiiiiiiiiie et (528) (58)
Change iN taX PEICENTAGE .....veriieeetieite ettt et e ettt e e aee e be e e be e steesaseesneeesaeeenbeeanneesneas (281) 0
Impacts from previously unrecogn. tax losses/asset not recognized and other items ................ 351 (137)
LI E el 4 F= T o = PSP UPPRUOPRPRN 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 .........ccciieiie e 6,065 146
Weighted average number of outstanding shares in issue (thousands) .........c.ccccocevniieneennenn. 368,343 280,816
Basic earnings per share (EUR cent per Share) ..........ccocueiiieiiiiiiieiieenieeree e 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 ...........ccoceeveeiicii e 6,065 146
Weighted average number of outstanding shares in issue (thousands) 368,343 280,816
Adjustments for share options (tNOUSANAS) .......eeviiiiiiiiiiiie e e 2,264 1,447
Weighted average number of outstanding shares for diluted earnings
[T g E T LI g To U TV Lo ) SRS 370,607 284,497
Diluted earnings per share (EUR CENT) ........ooiiiiiiiiiie 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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12. Property, plant and equipment

Land & Plant &  Vehicles &
buildings machinery  equipment Total
At 1 January 2006
{070 - SRR 27,872 12,002 7,100 46,974
Accumulated depreciation ............occcoeiriiieiiie e (2,463) (7,593) (3,676) (13,732)
L2100 o L] L= 11 4701 U o | A 25,409 4,409 3,424 33,242
Year ended 31 December 2006
Opening net book amount ..........cccocoiiiiriiie e 25,409 4,409 3,424 33,242
Business combination ............ueeeiiiiiiiiieiiec e 11,893 2,190 3,639 17,722
Exchange differences ..........ooovioieiiiiiieeee e 163 103 (123) 143
AAItIONS .. 5,061 2,796 2,545 10,402
DISPOSAIS ....eeiiiiieii ittt (880) (91) (579) (1,550)
Depreciation Charge ........cooceeieiiiiie e (406) (1,572) (1,856) (3,834)
Closing net book amount ...........ccoooiiiiiiiie e 41,240 7,835 7,050 56,125
At 31 December 2007
070 T SRS 45,813 18,078 15,750 79,641
Accumulated depreciation (4,573) (10,243) (8,700) (23,516)
Net DOOK @mMOUNT ........iiiiieieee et e e e eees 41,240 7,835 7,050 56,125
Year ended 31 December 2007
Opening net book amount .........ccoiciiieiiiiee e 41,240 7,835 7,050 56,125
Exchange differences .........ocoviieiiiiiin e (336) (278) (262) (876)
AAAItIONS . e 8,282 3,039 6,007 17,328
DISPOSAIS ...vveiiiiiiie ettt 0 (71) (1,132) (1,203)
Depreciation Charge ........ccocvoiiiiiieiiie e (526) (1,812) (2,731) (5,069)
Closing net book amount ...........cooiiiiiiiiiie e 48,660 8,713 8,932 66,305
At 31 December 2007
GOS8t et 53,749 20,242 17,856 91,847
Accumulated depreciation (5,089) (11,529) (8,924) (25,542)
Net booK amount ........ooiiiiiiiii e 48,660 8,713 8,932 66,305
2007 2006
Depreciation of property, plant and equipment analyses as follows in the income statement:
(070 o) - 11T T PSSR TORUPPRPRRI 3,287 2,542
Selling and marketing expenses 744 470
Development eXpenses ......cccccoccvveeeeeenn. 256 292
AdMINISITAtiVE EXPENSES ...cooiiiiiiiiiiii et e e e et e e e e s e et e e e e e s e e nnneeeeeaaan 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 e 9,580 8,092 0 329 97 18,098
Accumulated depreciation ................... 0 0 0 0 0 0
Net book amount .........cccceeevieeeiiieene 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 .............ccc.e...... 87,169 3,868 0 266 346 91,649
Exchange differences .......................... 368 8 0 1 4 381
AdditionS ....cccvveeeeeecee e 0 6,716 0 710 391 7,817
Amortisation charge ..........cccocceeeenuneen. 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 ..........ccccocoeeenie (835) (124) 0 (16) (1) (976)
AdditionS ....cccvveeeeeeee e 3,920 8,418 0 507 421 13,266
Amortisation charge ..........cccocceeeenuneen. (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
COSt e 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 .........cccceeeviieeiiiennne 95,450 18,242 3,201 2,411 731 120,035

2007 2006
Amortisation of intangible assets analyses as follows in the income statement:
CoSt 0f SAIES ... 89 39
Selling and marketing expenses 128 36
DEVEIOPMENT EXPENSES .....eeiiiniiiieeitiee ettt ettt e st e e s b e e st e e e e sbe e e e abe e e e e nreeeanneeaas 5,519 4,106
AdMINISIrAtiVE EXPENSES ...ceiiniiiiiiiiie ettt b e e abee e s et e e e e abe e e e s beeaeaneeeaas 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 goodwill
Goodwill is allocated to the Group’s cash-generating units (CGUs) 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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31/122007  31/12 2006
14. Inventories

RAW MEALEIIAIS ...oeeiiiiiiiiiieieeeeeeeeeeeeeee ettt a e s asasaasssssssssassssssssssssssbeseeeeeennes 30,912 30,155
WOIK IN PIOGIESS ...ttt ettt ettt et eie e s b e e bt e b e et e an e e nan e e san e e nne et e eaees 9,519 6,340
[T ] 0= e To T To LSRR 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 WOIK iN PrOCESS .....ceiiueiitiiitee ittt ettt ettt sie et e et e ae e e e e sn e e san e e nae e e nne e e neenees 37,282 25,963
Advances received on ordered WOrK iN PrOCESS ......cocvuuiieiiiiieiiiiieesiieeesieee e eiiee e siree e ssabeeessaneeas (22,114) (12,845)
15,168 13,118

16. Receivables and prepayments

Current receivables:

B IE=To (ST (= ToT=TA 2= o] L= N 55,946 50,201
Less: Provision for impairment of reCeivabIes ...........ccccooviiieiiiiie i (2,830) (2,581)
Trade receivables —net .........coooevvvvviviiiiiiiiennnns 53,116 47,620
Less non-current portion (245) (314)
Current portion 52,871 47,306
Other receivables and prepayments
Pre=PaymMENTS ... e are e 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
100 (o TR 28 140 ) 4 -SSR 21,502 0
(@Y= g I 1 Te] o1 (o TSR 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

21,551
10,928
9,725
5,813
7,929

55,946

UK pound
Other currencies
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Movements on the group provision for impairment of trade receivables are as follows:

2007 2006
L O B - T [V T AP UPPRI 2,581 748
BUSINESS COMBDINATION ... e e e et e e e e e e e b e e e e e e e aab s e e s s e eabaa e eaeeaes 0 1,627
Provision for receivables impairment ... 1,403 235
Receivables written off during the year as uncollectible ... (790) 60
UNUSEd amMOUNES FEVEISEA ........euiiiiiiieeeicciiieie e e e e et e e e e e e et e e e e e e e e e e e e e e e naaeeeeeeeeesnssaeeeeans (363) (90)
F NG I 1T oT=T 1 ¢ 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

(OF=T] o 1= 18 oY= 101 14F=a To I T 0 1 1 F= 2 Lo SRR 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 ...........cccoeiiiiiiiiiin. 127 117 0 445
Currency interest-rate swaps — fair value hedges ............cccccceeee. 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 ...........ccccviiiiiiiiiinnen. 127 37
Currency interest-rate swaps — fair value hedges ............cccccceeeee. 500
Total non-current 127 500 37 0
(@074 (=T a1 i oo 5 oo USRS 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
31/122007  31/122006

Non-current:
BanK DOMTOWINGS ...ttt sttt e et e s et r e e e enreeeeraeeenanee 29,337 20,246
DEDENIUIES ... 85,657 98,700
Finance 16ase labilities ........cccooooioiiiiiieeeeeeee e, 333 798
115,327 119,744
Current:
BaNK OVEIAIAS ....eeeiiiiiiiieiie et et e et e e e e e e e e e e e e earra e ns 21,919 25,050
BanK DOITOWINGS ...ttt et e et e s et e e e e anreeearee e e nanee 2,632 11,613
Debentures ........cccoeeeeeeeennnnn. 19,973 1,173
Finance lease liabilities 505 967
45,029 38,803
e £= U oTe] g {0 1 g Vo I PP P PP UP PO PPPROTPRRON 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 ........ccooiiiiie e 0 2,311 2,311 505
Liabilities in DKK ........ociiiiiiier e 202 48,716 48,918 50,672
Liabilities in EUR ..o 234 20,358 20,592 31,208
Liabilities iN GBP .......cccoiiiiiiiieeee e 142 1,465 1,607 873
Liabilities in ISK, index lINKed ............cccooeiiiiinciicee e 0 73,469 73,469 67,386

Liabilities in JPY 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 CUMTENCY .......coovvuviiiieeiiieee e 193 166 359 3,305
838 159,518 160,356 158,547
CUIrent MatUrates .....cooovieeiiiiie e (505) (44,524) (45,029) (38,803)
333 114,994 115,327 119,744
Annual maturates of non-current liabilities:
Period 2009/2008 .........ccoooeiiiiiiiii 202 3,972 4,174 22,530
Period 2010/2009 ........coooiiiiiiii 72 3,212 3,284 3,510
Period 2011/2010 ..o 45 3,116 3,161 2,444
Period 2012/2011 ..o 14 76,439 76,453 2,411
LB BT e e e e e e e e aaaaaaaas 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:

6 months or less 22,361
6-12 months ........... 19,973
1-5years ................ 98,710
OVEBI 5 YBAIS .. ntieiiee it et ettt ettt et e et eeae e e et ee et ee e s eeeaseaeaseeamseeemeeeameeeseeamseeambeeemseeemse e aeenseeamseaamseaenseaaseeaaneaaneaans 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:

2007
Floating rate:
—  EXPIring WIthin ON@ YA .......eiieiieee et e e s ane e re s 20,258
—  EXPIring DEYONA ONE YA ...ttt sttt et e e e n e e e enre e 1,957
22,215
The facilities expiring within one year are annual facilities subject to review at various dates during 2008.
20. Trade and other payables
31122007 31/12 2006
Trade PAYADIES .....coiiiiii et aab e e e s b e e st e area s 24,389 19,989
Yoo (=1 £ 21,607 17,874
(LY =T (=Yo l g TeTo ] 1 4 = TR 17,693 6,533
Other PAYADIES ...ttt et e st e e s ab e e e s ab e e e s nbe e aneeeane 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 JANUAIY 20006 .....oeeeieiiieie ettt e et e e e tb e e s ab e e e e aab e e e e h b et e e aa b e e e e R b e e e e aa b e e e e ea b e e e e ebe e e e hbe e e e eabeeeeenreeennnreeas 2,289
Business combination (NOTE 29) ........ooiiiiiiiiiiii ettt e e e e st e e et e e e e ebbe e e ebreaeane 786
Exchange differences and changes within the group ... e 207
Income statement Charge (NOTE ) .......eii i s e b e et e e e e s naa e e e snnaes 893
[T TN 1 (=Y o = SRS PT S UPRPRRPRR (1,680)
LI R el g F=T o =Y I (o =To (U YOOI (180)
(=g To I o] Y= =T 2010 L J PO PR UUPRTP 2,315
I = L U E- U2 L0 RSO UUUPRUPRT 2,315
Exchange differences and changes within the group 28
Income statement charge (Note 9) 1,474
Less current tax ............... (1,228)
Tax charged to equity 249
(=g To I o] Y= =T g2 0 PP UUPRPP 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 st e b e s sab e e e s st e e e nanes 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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31/122007  31/12 2006

(D= =T = To [ £ D= EoTT= £ S SRSTUSR (3,542) (1,991)
Deferred tax iabilities ...........ooooviiiiiie 6,380 4,306
2,838 2,315

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

N Lo] g BT o0 [ (=T g | A= 11T RN 6,864 5,820
HEAQGE FESEIVE ...ttt e s e e s aar e e e s e e e aneeeenes 231 38
Taxable 10SS Carried fOrWAI ..........cccuiiiiiiiee e e e e e e s sree e e snreeeesees (4,975) (3,761)
(01011 (=1 4L TRRPR 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:

F N I F- T (U= UY=L TP PP 794
BUSINESS COMDINGLION ...ttt e a b e e e s a bt e e e e bt e e sane e e e aaneeeeannneeesnnreeeaan 737
Changes entered into INCOME STATEMENT .........coiuiiiiiiii ettt e e e s e e sbe e sme e e sneeeeaeas (29)
PN B DY oT=T o g o L= 200 T 1,502
F A Y F= U U= o2 0 TR 1,502
Changes entered into INCOME STAIEMENT .........ooiiiiiiiii e 391
PN B T oT=T o 4 o1 200 TR 1,893

31/122007 31/12 2006
Analysis of total provisions:

CUITEINT .ottt ettt ettt ettt sttt st e sttt st et s et eessssssssssassssssssssssnsssnssssssnnnnnnnnn 1,882 1,502
INON CUITENT ..ottt ettt et aaaeaasssasssssasssssssssssssssssssssssssssssssssnssnnsssnssssssnnnnnn 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

Number of Ordinary Treasury
shares shares shares Total
(thousands)

At 1.JaNUArY 20086 .......cooeeiiiieiiieaiee e eee e e e 238,271 240,064 (1,793) 238,271
Issue of Shares ... 127,017 127,017 0 127,017
Treasury shares purchased (1,951) 0 (1,951) (1,951)
Treasury Shares SOId .........oocuii i 2,495 0 2,495 2,495
At 31 DeCemMDBDEr 20086 .......ccccueeieieiiieiieeieeiee e 365,832 367,081 (1,249) 365,832
Issue of Shares ... 36,705 36,705 0 36,705
Treasury shares purchased ..........coccoeeeiieiiiiiiii e (2,702) 0 (2,702) (2,702)
Treasury shares SOId ..o 515 0 515 515
At 31 DECEMDEr 2007 .....eeeeiiieiiieeiieeeiie et e 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 20086 ..........cccceoiuieeeiiieeeiiieeerieeesee e snee e snae e (277) 502 225
Cash flow hedges:
— Fair value gain/(10Ss) iN Period ..........ccocuiiiiiiiiiiiie e 970 0 970
— TaX ON fAIF VAIUE ...t (294) 0 (294)
Currency translation differenCes ...t 0 (989) (989)
Balance at 31 December 2006 ...........coccuieeiieiieeniiieeeiieeeseeeesee e sree e s nnree e 399 (487) (88)
Cash flow/net investment hedges:
— Fair value gain/(loss) in period 838 0 838
— Taxon fair value .........cccceevcveeenne (193) 0 (193)
Currency translation differences .... 0 (1,059) (1,059)
Balance at 31 December 2007 .........oeoveieiiiiiieeeieeeeiiee e ereee e esree e nnree e 1,044 (1,546) (502)
27. Investments in associates
2007 2006

BEGINNING Of YEAI ..ottt e e ee e e eaee e e e e ae e e aneeas (576) 0
Business combination 0 876
o Lo 1T T USSR 0 1
Translation difference 1 (4)
Sale Of aSSOCIALE ......coeiiiiiieiiii e (746) 0
Sy =T (I o A (=0 |1 4,602 (1,449)
End of year 3,281 (576)
Negative balance presented among non-current receivables ............ccccooiieiiiiiiiniei e 0 1,515
PNl B 1Y oT=T 1 o1 oY= 3,281 939
28. Available-for-sale investments
F Y F= L U= 20 TR 680
IMPAITMENT UNWINAING ...eeiiiiiiii ettt e et s e e sb et e s aab e e e s s e e e sbr e e e easneeeeaaneeeesannee s 64
AL 31 DECEMDET 2006 .......ccoiiriieiitiieeiti ettt s e e e e e et e e e et e s s b et e s sb e e e s s b ee e et r e e e e ane e e e aneeeeaanne 744
(DAY To (=Y o o PSSRSO OPR PP (113)
AL 31 DECEMDET 2007 ......eeiiiiiiieiitiie ettt e e e a e e e e e e e e s e b e e e e s b et e e s he e e e e b et e e b n e e e e nne e e e are e e e aanne 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:

7= 1] o o o OSSPSR 43,291
- BOITOWINGS fTOM SEIIET ..ttt e e st e e s te e e e e ae e e s be e e e enne e e esreeeeneeas 19,487
VL A= F= 1= R LT T =Y N 44,429
- Direct cost relating 10 the aCqUISITION ..........ooo it 3,599

110,806
Fair value of Net @SSEtS ACOUITEA ........ccoiiiii it e e st e s bee e s nt e e e snbeeeennreeenas (23,700)
[C ol o 1| PSSRSO 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
Intangibles ........ccccciiiiiiie 4,215
Property, plant and equipment 18,045
Investments in associates .................. 876
[Tl A2z o] [<TST o T o Bl ot U =Y o | A 116
[0 1YZ=1 g1 (0T £ == 20,486
[RdfoTo [ o3 i) g T eTo] o1 {r= Lo =N 3,839
Receivables and PrepayMENTS ... ...ttt e st e et e e e e nr e e e e an e e b e e e e e nre e e e nreeean 28,849
BOITOWINGS, NON-CUITENT ... ...ttt ettt ettt e e e ate e e e ate e e e aas b e e e asne e e e aaneeeeaanbeesanbeeeenbeeeaseneeanneas (14,199)
BOITOWINGS, CUITENT ...ttt ettt ettt e e et et e e et et e e e be e e e e ane e e e anne e e e asneeaneeeeeanbeeeaanbeeeaantneaaanes (12,006)
Trade and Other PAYADIES ..........ooo et e e e e abe e e nbe e e s anbeeeeanbneeeanes (25,854)
[ 01V I=]To] o =SOSR UPPROTRRN (737)
(Do (=T g=To I £= D (=T ST TSP PP PP PPPPPTRPPPPPTIN (786)
[0 Y ) = P = o] =Y USSR (302)
Fair value of Net aSSets aCQUITEM ..........ooiiiiii e e e e e s e e e e e s s e e e e e e e snnneneeeeeeeanns 23,700
(700 Yo 11,77 | 87,106
110,806
Less:
— NEW SNAIES ISSUET ...ttt ettt e e e ht et e e e hbe e e e e aee e e e aabe e e e aabb e e e ebeeesanbeeeeanbeeeeanneeeaanes (44,429)
— BOrrOWINGS frOM SEIIEE ..ottt ettt e e hb e e e s aae e e e s ane e e e abe e e e aabeeeeanbeeeeanneeean (19,487)
Cash and cash equivalents in subsidiary acquired (1,158)
(0215 g o101 11 011V IR TeTo [T 13 11 o PSSR 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.
Payrolland  from stock Stock to stock Shares at
benefits option  options options?  year-end'
Bord fee for the year 2007 and
shares at year-end
Arni Oddur bordarson, Chairman ..............cccc........ & 66 0 0 0 126,200
Arnar Por Masson, Board member......................... 24 0 0 0 0
Friorik Johannsson, Board member...................... 24 0 0 0 400
Helgi Magnusson, Board member............cccoccenene 24 0 0 0 4,786
Margrét Jonsdottir, Board member............cc.......... 24 0 0 0 78
Lars Grundtvig, Board member..........c.....ccccou....... 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
Hordur Arnarson, CEO ......ocoeevveveeiieee e 459 553 3,000 971 1,676
Erik Steffensen, Director of Scanwaegt.................. 161 0 100 0 7
Thorkild Christensen, Director of Carnitech........... 201 0 300 0 0
Directors in the Parent company..........cccccoveeenneenn. 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 Pordarson 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)
At 1 January 2006 4,561
Exercised ........ccccovveennne 42 (1,182)
(1= 101 (=T =00 PSPPSR 71 14,235
At 31 DECEMDET 2006 ......oevvvvveriiiiriiiiiiieieeeeereerrrerr———————————————————————————————————————————annnnn—annnnnnnna———_. 17,614
(1= 1Yo 120 [0 17RO PRRRRRN 74 1,500
Granted 2007 ...... 92 1,315
Forfeited 2007 ..... 71 (492)
Exercised 2007 42 (3,379)
At 31 December 2007 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

Marel Food Systems hf, Consolidated financial statements 31 December 2007 Amounts in thousands of EUR



Notes to the Consolidated Financial Statements

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 Statements ...........cooviiiiiii e 557 365
Review of interim financial statements 203 146
(O L= T CY QT PSS 237 178
997 689
The amount includes payments of external auditors of all companies within the group.
34. Principal subsidiaries
MAIEI Chile S.A. ..ottt e e ettt e e e et e e e ebeeeeeabeeeeeabeeeesabeeeesabeeeesaseeeesbeeeansaeeeansseeeaseeeeansseneanns Chile

Canada
Slovakia

Marel Equipment Inc
Marel Food Systems

Marel Food Systems A/S Denmark
Marel Food Systems GMBH & CO KG ........oooiiiiiiiie et Germany
Marel FOOO SYSIEIMS INC ..ottt ettt e ittt e e sabe e e e aabb e e e aabbeesabee e s sbeee e sbeeeesneeas USA
Marel FOOA SYSIEMS LLC ......viiiiiiiieeie ettt ettt et et e s et e sbe e nae e e ne e e neenbeenanes Russia
Marel FOOA SYSIEMS LEA ......eiiiiirie ettt ettt e et e re e e r e e sar e e saneennne e e Thailand
Marel FOod Systems Py LEd ......c.cooiiiiiiiiiice e Australia

Marel Holding B.V. ....cccoviiiiiiie Netherland
Marel Management GmbH Germany
[ =T IS o =Tl IS T RSP SUPRPTPR Spain

Y =TT U (G I (o I PSP P O STUROPROP UK

F T A DY o] (o T 0T o PP P PP PP UPPPPRPPRR UK

(0= 14011 (= Tol s [ €1 (o U o RO PSPPSR UPPPROTPRNY Denmark
Scanvaegt INterNatioNal GrOUP .........eii ittt et e e e ettt e e e abb e e e e ssbeeesbeeesanbeeesanteeaeanee Denmark

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