Consolidated e
Financial
Statements = i} Wy
2020 » o |

B Wiy ALl

e TTLRAR 11N
W ALY '1“'41!'“
I LURRIRR

S L IBRRN | [

N " 11
ik “,'l'l
_- N 'Y Wi LT
b 1 3 |
‘ 1 naﬂ it
L ‘Wi
' . Wy
; ! .
% . 1“’4“\“ '\ !“"'



CONSOLIDATED FINANCIAL STATEMENTS 2020

Contents Consolidated Financial Statements

The Board of Directors' and CEO's Report 3 Notes to the Consolidated Financial
Statements 18

Independent Auditor's report 8 1 General information 18
2 Summary of significant accounting policies 19

Consolidated Statement of Income 12 3 Critical accounting estimates and assumptions 31
4 Business combinations 33

Consolidated Statement of Comprehensive 5  Non-IFRS measurement 35

Income 13 6  Segmentinformation 36
7 Revenues 37

Consolidated Statement of Financial Position 14 8 Expenses by nature 38

9 Net finance costs 38
Consolidated Statement of Changes in Equity 15 10  Employee benefits 38

11 Feesto Auditors 39
Consolidated Statement of Cash Flows 16 12 Incometax 39

13 Earnings per share 40

14  Property, plant and equipment 41

15 Right of use assets 43

16  Goodwill 44

17 Intangible assets 46

18 Investments in associates 47

19 Trade receivables, other receivables and

prepayments 4/

20 Deferred income tax 48

21 Inventories 50

22 Equity 50

23 Borrowings and lease liabilities 55

24  Provisions 59

25 Post-employment benefits 59

26 Financial instruments and risks 60

27 Trade and other payables 66

28 Contingencies 66

29 Related party transactions 68

30 Subsequentevents 71

31 Subsidiaries 72

Appendices 73

1 Marel hf. Corporate Governance Statement 73
2 Quarterly results (unaudited) 78

3 Definitions and abbreviations 80



CONSOLIDATED FINANCIAL STATEMENTS 2020

The Board of Directors' and CEO's Report

Marelis aleading global provider of advanced processing
equipment, systems, software and services to the
poultry, meat and fish industries. Marel has a global
reach with local presence in over 30 countries, with
sales and service engineers servicing customers in over
140 countries.

The Consolidated Financial Statements for the year 2020
comprise the financial statements of Marel hf. (“the
Company”) and its subsidiaries (together “the Group”
or "Marel”). The Consolidated Financial Statements are
prepared in accordance with International Financial
Reporting Standards (“IFRS”) as adopted by the
European Union (“EU”) and additional Icelandic
disclosure requirements.

COVID-19

Marel is a critical infrastructure company for the poultry,
meat and fish processing industry. Marel's focus during
COVID-19 is on keeping its employees and customers
safe, while maintaining productivity of all manufacturing
sites. Marel reorganized its manufacturing sites ensuring
all sites remained open, although operating at below
historical and targeted utilization rates. By systematically
building up safety stock of spare parts across locations
and having local presence in more than 30 countries,
Marel managed to maintain good levels of delivery
performance despite a challenging environment.

Gross profits in 2020 are impacted by lower volume;
this is partly compensated by unusually low operating
expenses due to less travel and trade-show activities
which were replaced with remote connection and virtual
show rooms. Marel did not make use of government
support or rent discounts related to COVID-19 in 2020.
If government support was provided due to local laws,
an equivalent or greater amount was donated to charity
by Marel. In 2020, Marel as well donated EUR 1.0 million
to the Red Cross who will use the funds to improve the
food security of the most vulnerable communities in
South Sudan.

In Q1 2020 the Company drew EUR 600.0 million
on the new syndicated revolving credit facility as a
precautionary measure to increase its flexibility and
ability to react to unforeseen future business needs in
relation to COVID-19. During Q2 2020 the Group repaid
EUR 500.0 million and the remaining EUR 100.0 million
was repaid in Q3 2020.

COVID-19 is expected to continue to have an impact in
2021, although it is not known what the full economic
impact of COVID-19 will be on Marel. Marel enjoys
a balanced exposure to global economies and local

markets through its global reach, innovative product
portfolio and diversified business mix. Marel's balance
sheet and cash flow remain strong, though the Company
is impacted by the pandemic.

The need for automation and digital solutions in the food
value chain is driven by secular trends like population
growth, urbanization and demographics. COVID-19 will
only accelerate the trends ongoing in the growing
market for animal protein. Additionally, the pandemic is
placing more focus on minimizing human intervention
as a means to improve hygiene and disease, as well
as traceability and trust in the food value chain. With
its firm commitment to innovation, Marel is uniquely
positioned to support the food industry with the
use of robotics, increased tracking and tracing and
process control. Marel's global reach has proven to be
a key differentiating factor in maintaining aftermarket
revenues and overall operational resilience. To best
serve customer needs, Marel is focusing on increasing
digitalization and agility, leading to an increased level of
investments in the coming years. Marel is committed to
achieve its mid- and long term growth targets.

Acquisition of TREIF

On 8 October 2020, Marel concluded the acquisition of
the entire share capital of TREIF Maschinenbau GmbH
(“TREIF"), including all relevant business activities of the
group. This transaction is in line with Marel’s strategic
objectives, strengthening the full-line product offering,
increasing standard equipment sales and leveraging
aftermarket potential with Marel’s extensive global reach
and local servicesin all regions. Like Marel, TREIF is highly
focused on innovation and cutting-edge technology,
backed by an experienced and committed team and
long-standing partnerships with customers.

Founded in 1948, TREIF is at the forefront in solutions
and services focused on portioning, dicing, slicing and
cutting of food. The company is mainly focusing on
cutting solutions for the meat industry, which continues
to be its largest segment. Headquartered in Oberlahr,
Germany it has around 500 employees in facilities in
Europe, US and China and annual revenues of over
EUR 80.0 million.

TREIF contributed EUR 21.3 million to revenues since
the acquisition date and affected adjusted result from
operations positively. Further information is provided in
note 4 of the Consolidated Financial Statements.
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Operations in 2020

The consolidated revenues for Marel for the full year
2020 are EUR 1,237.8 million (2019: EUR 1,283.7 million).
The adjusted result from operations for the same
period is EUR 166.8 million or 13.5% of revenues (2019:
EUR 173.4 million or 13.5% of revenues).

The bridge between adjusted result from operations and
result from operations as shown in the Consolidated
Statement of Income is as follows:

2020 2019
Adjusted result from operations' 166.8 173.4
Non-IFRS adjustments (17.1) (10.8)
Result from operations 149.7 162.6

1 Result from operations is adjusted for PPA related costs, including depreciation and
amortization, and beginning in 2020, acquisition related expenses.

At 31 December 2020 the Company’s order book
amounted to EUR 4157 million and includes
EUR 5.0 million acquired order book from TREIF
(at 31 December 2019: EUR 414.4 million). Orders
received in 2020 amounted to EUR 1,234.1 million
(2019: EUR 1,221.3 million). The average number of
full time employees was 6,464 in 2020 (2019: 6,303).
Total salaries and wages were EUR 387.7 million (2019:
EUR 372.3 million). The ratio female / male employees is
16 / 84 for 2020 (2019: 16 / 84). The ratio female / male
executiveteammembersis44/56for2020(2019:17/83).

According to the Consolidated Statement of
Financial Position, the Group's assets amounted to
EUR 1,814.9 million at the end of 2020 (2019:
EUR 1,861.2 million). The decrease in assets is related
to lower use of Marel’s credit facilities. Total equity
amounted to EUR958.7 million at the end of 2020 (at year
end 2019: EUR 955.8 million) or 52.8% of total assets (at
year end 2019: 51.4%).

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

Net cash from operating activities during the year is
EUR 182.6 million (2019: EUR 142.5 million). The increase
in net cash from operating activities is mainly due to
favorable movements in working capital, partly offset
by an increase in inventories in fast moving and critical
spare parts.

At 31 December 2020, net cash and cash
equivalents were EUR 78.6 million (31 December
2019: EUR 303.7 million). In Q4 2020 the Group drew
EUR 130.0 million from its credit facility as funding for

the acquisition of TREIF; at year end EUR 100.0 million
remained drawn on the credit facility. Net interest
bearing debt increased from EUR 97.6 million at the
end of 2019 to EUR 205.2 million at the end of 2020.

New syndicated revolving
credit facility

On 5 February 2020 Marel signed a new syndicated
revolving credit facility of EUR 700.0 million. This
new credit facility replaced the previous syndicated
loan facility and gives Marel strategic and operational
flexibility to support its 2026 strategic vision for further
growth and value creation. The new credit facility
includes an incentive structure based on a set of
sustainability key performance indicators (“KPIs”). This
supports Marel’s strong commitment to fulfilling its
vision of a world where quality food is produced in a
sustainable and affordable way.

Share buyback program

On 10 March 2020 the Board of Directors of Marel decided
to initiate a new share buyback program for up to
25,000,000 shares in the Company, or about 3.2% of the
total issued share capital in the Company. The purpose of
the share buyback program was to reduce the Company’s
share capital and to meet the Company’s obligations
under share incentive programs with employees.

The share buyback program complies with the provisions
of the Icelandic Act on Securities Transactions No.
108/2007, the appendix to the Icelandic Regulation
on Insider Information and Market Manipulation No.
630/2005, Regulation No. 596/2014 of the European
Parliament and of the Council on market abuse, and the
Commission’s delegated regulation 2016/1052.

As part of the share buyback program, Marel purchased
14.3 million shares (EUR 55.9 million) in the period
11 March 2020 to 10 June 2020 after which the share
buyback program was discontinued.

Treasury shares and stock options

At year end 2020 Marel’s issued shares totaled
771.0 million (31 December 2019: 771.0 million). At
the same time Marel holds 18.8 million treasury shares
(31 December 2019: 10.8 million).

Marel used 2.9 million treasury shares (EUR 12.6 million)
as part of the purchase consideration for the acquisition
of TREIF.

Stock options are granted to management and selected
employees. Total granted and unexercised stock options
at the end of the year 2020 were 18.3 million shares
(2019: 19.2 million shares), of which 1.6 million are
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exercisable at the end of 2020 (2019: 2.9 million) and
the remainder will vest in the years 2021 to 2023. Further
information is disclosed in note 22 to the Consolidated
Financial Statements.

Dividend proposal

Based on the Company's 2020 Annual General Meeting
("AGM") resolution, a dividend was declared and paid to
shareholders for the operational year 2019 amounting
to EUR 43.9 million, EUR 5.79 cents per share. This
corresponds to approximately 40% of net result for
the operational year 2019 (in 2019: a dividend of
EUR36.7 million, EUR5.57 cents per share, corresponding
to approximately 30% of net result for the year 2018, was
declared and paid outto shareholders for the operational
year 2018).

The Board of Directors will propose to the 2021 Annual
General Meeting that EUR 5.45 cents dividend per
outstanding share will be paid for the operational
year 2020, corresponding to approximately 40% of net
results attributable to Shareholders of the Company
of EUR 102.5 million for the year 2020, and refers
to the Consolidated Financial Statements regarding
appropriation of the profit for the year and changes
in shareholders’ equity. This is a 6% decrease in dividend
per share compared with previous year. At the same
time the total number of outstanding shares decreased
from 760.2 million shares as per 31 December 2019 to
752.2 million shares as per 31 December 2020.

This is proposed in accordance with Marel’s dividend
policy, disclosed at Marel’s Annual General Meeting in
March2011.Thetargetisthatthe netdebt/EBITDAratiois
2-3timesEBITDA, excess capital is to be used to stimulate
growth and value creation as well as pay dividends; that
dividend or share buy-back is targeted at 20-40% of the
net result.

If approved by Marel’s shareholders, the Company’s
shares traded on and after 19 March 2021 (Ex-date)
will be ex-dividend and the right to a dividend will be
restricted to shareholders identified in the Company’s
shareholders registry at the end of 22 March 2021, which
is the proposed record date. The Board will propose that
payment date of the dividend is 7 April 2021.

Dutch corporate income
tax percentage

In December 2020, a new corporate tax law was enacted
in the Netherlands. Consequently, the reduction in
corporate tax rate from 25.0% to 21.7% as approved
by the Dutch Government in 2019 will be reversed and
the Dutch income tax rate will remain at 25.0%. This
change resulted in a loss of EUR 5.7 million related to
the re-measurement of deferred tax assets and liabilities
of the Group'’s Dutch subsidiaries recognized during the
year ended 31 December 2020 which had already been
valued at the lower future rate of 21.7%.

Ten largest shareholders in ISK shares
at year end

Marel keeps a share registry for the ISK shares listed
on Nasdaq Iceland. Shares listed in EUR on Euronext
Amsterdam are registered in the ISK share registry
in a custody account in the name of ABN AMRO
on behalf of Euroclear Nederland and are beneficially
owned by all EUR shareholders proportionally in
accordance with Dutch law. Marel is therefore unable
to keep a share registry for the EUR shares listed on
Euronext Amsterdam. Shareholders holding ISK shares
can therefore have additional shareholding in EUR and
shareholders only holding EUR shares can have up to 5%
shareholding without Marel’s knowledge.
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2020
Shareholding (%)
Number of

Ten largest shareholders at year end shares (million) In ISK In EUR' Total’
ABN Amro on behalf of Euroclear? Custody account 286.0 37.1% - -

Investment
Eyrir Invest hf.3 company 113.3 14.7% 10.0% 24.7%
The Pension Fund of Commerce Pension fund 56.2 7.3% - -
LSR A, B &S divisions Pension fund 36.1 4.7% - -

Asset
Capital Group* management 35.0 4.5% - 5.0%
Gildi Pension fund 34.7 4.5% = =
Birta lifeyrissjodur Pension fund 19.7 2.6% - -
Frjalsi lifeyrissjodurinn Pension fund 11.9 1.5% = =
Stapi lifeyrissjodur Pension fund 11.0 1.4% - -
Festa - lifeyrissjodur Pension fund 10.4 1.4% - -

Top 10 total 614.3 79.7%

Others 142.9 18.5%
Marel hf.> Treasury shares 13.8 1.8% 0.6% 2.4%

Total issued

shares 771.0 100.0%

1 Additional information according to public market announcements and announcement of the principal shareholder, Eyrir Invest hf. to Marel.

2 Custody account in ISK representing all EUR shareholders.

3 Eyrir Invest hf. has 24.7% shareholding in Marel, thereof 10.0% in EUR that are included in the custody account of ABN Amro on behalf of Euroclear.
4 Capital Group sent a major shareholder notification on 29 March 2019, where the threshold crossed was above 5.0%. Marel does not have further information on the exact number

of shares held by Capital Group included in the custody account of ABN Amro.

5 Of Marel's treasury shares, 13.8 million shares are in ISK and 5.0 million shares are in EUR and therefore included in the custody account of ABN Amro on behalf of Euroclear.

Corporate Responsibility Statement

Corporate Governance
Theframework forthe Company’s Corporate Governance
practices consists of the provisions of the law and
regulations, the Company’s Articles of Association and
the Icelandic Guidelines on Corporate Governance
issued in June 2015 by the Iceland Chamber of
Commerce, Nasdaq Iceland and SA - Confederation
of Icelandic Employers. The Board of Directors has
prepared a Corporate Governance Statement in line
with the guidelines, which is published as an appendix
to the Consolidated Financial Statements as well as in
Marel’s Annual Report, where the Company’s corporate
governance is discussed in detail.

The Company’s management structure consists of the
Board of Directors and the Executive Team, led by the
Chief Executive Officer. The two bodies are separate,
and no person serves as a member of both. The Board
of Directors has supreme authority in Company affairs
between shareholders’ meetings. The Board of Directors
are elected by shareholders at the Annual General
Meeting for a one-year term and operate in accordance
with applicable Icelandic laws and regulations, the
Company'’s Articles of Association and the Board’s Rules
of Procedure. A major share of the Board's work is carried
outinits sub-committees: the Remuneration Committee,
the Audit Committee and the Nomination Committee.

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

Sustainability at Marel

Social Responsibility

Marel provides a safe and healthy working environment
and equal opportunities. It fosters individual and team
development and ensures the right to freedom of
association for allits employees. Human rights violations,
illegallabor conditions andillegaland unethical business
behavior are never tolerated. Marel engages with local
communities, where innovation and education serve as
the main areas of social participation.

Environmental Responsibility

Marel encourages efficient use of resources in its value
chain and promotes positive environmental impact
and environmental protection. Innovation focuses on
continuously creating new methods forimproving yields
and minimizing waste in food production, reducing
the use of scarce resources such as energy and water,
and promoting food safety and animal well-being. As
environmental risk can translate into financial risk for
Marel as well as its stakeholders, Marel is gradually
implementing the recommendations of the Task Force
on Climate-Related Financial Disclosure (TCFD) into
Marel’s 2021 reporting. Marel has committed to the



CONSOLIDATED FINANCIAL STATEMENTS 2020

Science Based Targets initiative to meet the goals of the
Paris Agreement.

Economic Responsibility

Marel promotes long-term value creation, fair trade
and good business practices in its value chain through
transparency, innovation and collaboration with all
its partners.

Our guidance policy on corporate responsibility
implements the ISO 26000 standards, and we are a
United Nations Global Compact participant. Marel has
been a participant in the Nasdaq sustainable markets
initiative since 2017 and reports in accordance with the
Nasdaq ESG reporting guidelines and the SASB Industrial
Manufacturing Goods Standard. Marel has a dual listing
on Euronextand reportsinaccordance with the Euronext
ESG guidelines.

The Board of Directors has prepared a ESG Report in line
with the guidelines, which is explained and discussed in
more detail in a separate document distributed with the
Consolidated Financial Statements as well as in Marel's
Annual Report.

Statement by the Board of Directors
and the CEO

According to the Board of Directors’ and CEQ'’s best
knowledge these Consolidated Financial Statements
comply with International Financial Reporting Standards
as adopted by the European Union and additional
Icelandic disclosure requirements for consolidated
financial statements of listed companies.

Furthermore according to the Board of Directors’ and
CEO's best knowledge, the statements give a true and fair
view of the Group’s financial position as at 31 December
2020, operating performance and the cash flows for the
year ended 31 December 2020 as well as describe the
principal risk and uncertainty factors faced by the Group.

The report of the Board of Directors and CEO provides a
clearoverview of developments and achievementsinthe
Group’s operations and its situation.

The management and the Board of Directors of the
Group believe that they are taking all the necessary
measures to support the sustainability and growth
of the Group’s business in the current environment.
Accordingly they continue to adopt the going concern
basis in preparing the Annual Report and Consolidated
Financial Statements.

Management of the Group believes it is well
placed to manage its business risks successfully
based on the present economic outlook. Further
information is disclosed in note 26 of the Consolidated
Financial Statements.

The Board of Directors and CEO of Marel hf. hereby ratify
the Consolidated Financial Statements of Marel hf.for the
year 2020 with their signatures.

Gardabaer, 3 February 2021

Board of Directors

Asthildur Margret Otharsdottir
Chairman of the Board

Arnar Thor Masson

Astvaldur Johannsson

Olafur S. Gudmundsson

Ann Elizabeth Savage

Lillie Li Valeur

Ton van der Laan

Chief Executive Officer

Arni Oddur Thordarson
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Independent Auditor's report

To the Board of Directors and Shareholders of Marel hf.

Report on the Audit of the
Consolidated Financial Statements
Opinion

We have audited the Consolidated Financial Statements
of Marel hf. (the 'Group'), which comprise the
Consolidated Statement of Financial Position as at
31 December 2020, the Consolidated Statements of
Income, Comprehensive Income, Changes in Equity
and Cash Flows for the year then ended, and notes,
comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying Consolidated
Financial Statements give a true and fair view of the
consolidated financial position of the Group as at
31 December 2020, and of its consolidated financial
performance and its consolidated cash flows for the
year then ended in accordance with International
Financial Reporting Standards ('IFRSs') as adopted by
the European Union (EU') and additional disclosure
requirements for listed companies in Iceland.

Our opinion is consistent with the additional report
submitted to the Audit Committee and the Board
of Directors.

Basis for Opinion
We conducted our auditin accordance with International
Standards on Auditing ('ISAs'). Our responsibilities under

those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are
independent of the Group in accordance with the
ethical requirements that are relevant to our audit of
consolidated financial statementsin Iceland and we have
fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

We declare, to the best of our knowledge and belief,
that we have not provided any prohibited non-audit
services, as referred to in Articles (1) of the Regulation
(EU) 537/2019 and that we remained independent in
conducting the audit.

We were first appointed as auditors by the Annual
General Meeting on 10 March 2009. We have been re-
appointed by resolutions passed by the Annual General
Meeting uninterrupted since then.

Key Audit Matters

Key audit matters are those matters that, in our
professional judgment, were of most significance in
our audit of the Consolidated Financial Statements of
the current period. These matters were addressed in
the context of our audit of the Consolidated Financial
Statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on
these matters.
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Key audit matters

How the matter was addressed in
our audit

Recoverability of Goodwill
Refer to note 2.9 and note 16.

Goodwill amounted to EUR 679 million and represents 37% of total
assets as at 31 December 2020. The goodwiill, excluding goodwill
added connected to the TREIF acquisition, is allocated to three cash
generating units (CGUs).

Management prepared a value-in-use model to estimate the
present value of forecasted future cash flows for each CGU, which
was compared with the carrying value of the netassets of each CGU.

Determining if an impairment charge is required for

goodwill involves significant judgments about forecasted future
performance and cash flows of the CGUs, including growth in
revenues and operating profit margins. [talso involves determining
an appropriate discount rate and long-term growth rate.

Based on the significance of the goodwill amount and judgments
in the goodwill calculations, recoverability of goodwill is a key
audit matter.

We have performed the following procedures to address this risk:

+  Weevaluated the cash flow projectionsincluded in the goodwill
impairment test by management. We considered the level of
historical budgeting inaccuracies and how the assumptions
compared with the actual performance achieved in prior years,
also taking into account the best estimate of the COVID-19
impact on the business of Marel.

+  We assessed and tested the assumptions, methodologies, the
weighted average cost of capital and other data used, for
example by comparing them to external and historical data and
by analyzing sensitivities in Marel's valuation model.

« We included our valuation specialists in the team to assist us
with these procedures.

+ We specifically focused on the sensitivity in the available
headroom for the cash generating units, evaluating whether
a reasonably possible change in assumptions could cause the
carryingamount to exceed its recoverable amountand assessed
the historical accuracy of management's estimates.

+ We also assessed the adequacy of the disclosures in note 16 to
the Consolidated Financial Statements.

Revenue recognition
Refer to note 2.4 and note 7.

The Group's revenue is comprised of several types of customer
contracts utilized, including sale of standard and customized
equipment, service contracts and sale of spare parts.

Revenue recognition for production contractsis based on over time
accounting or pointin time accounting following the requirements
of IFRS15.

For over time accounting, the assessment of the stage of the
contract is made by reference to the proportion of contract cost
incurred for the work performed to the reporting date relative to
the estimated total contract costs to completion.

The recognition of revenue therefore relies on estimates in
relation to the final outcome of expected costs on each contract,
which can be judgmental and could be susceptible to a

material misstatement.

Revenue recognition is therefore a key audit matter.

We have performed the following procedures to address the risk:

- We assessed the accuracy of the revenue streams by testing on
a sample basis the revenue amounts recorded in the general
ledger against the underlying contracts and orders, invoices,
payments and if relevant proof of delivery.

«  Wetested asample of credit notes issued after year end to agree
that revenue was not reversed after year end.

- We performed procedures to test the correctness of the
transactions in the appropriate period.

- We performed test of details on a sample of year end open
equipment projects. We selected projects based on size and
risk assessment. We agreed the selected items to contracts,
precalculations and invoices.

«  We considered the progress of per year end open equipment
projects, agreed the accrued cost on the selected projects and
agreed that the over time revenues are valid.

- We scrutinized specific revenue journal entries in the context
of journal entries testing, e.g. regarding manual entries
on revenues.

- We assessed whether the accounting policies for revenue
recognition and other financial statements disclosures related
to revenue were in accordance with International Financial
Reporting Standards as adopted by the EU.
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Other information

The Board of Directors and CEO are responsible for
the other information. The other information comprises
the information included in the Annual Report of the
Group, but does not include the Consolidated Financial
Statementsand ourauditor’s report thereon.Ouropinion
on the Consolidated Financial Statements does not cover
the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the Consolidated
Financial Statements, our responsibility is to read the
other information and, in doing so, consider whether
the other information is materially inconsistent with the
Consolidated Financial Statements or our knowledge
obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have
performed, we conclude that there is a material
misstatement of this other information, we are required
to report that fact. The annual report is not available at
our reporting date but is expected to be made available
to us after that date.

Responsibilities of the Board of
Directors and CEO for the Consolidated
Financial Statements

The Board of Directors and CEO are responsible
for the preparation and fair presentation of the
Consolidated Financial Statements in accordance with
IFRSs as adopted by the EU and additional disclosure
requirements for listed companies in Iceland, and for
such internal control as they determine is necessary
to enable the preparation of Consolidated Financial
Statements that are free from material misstatement,
whether due to fraud or error.

In preparing the Consolidated Financial Statements,
the Board of Directors and CEO are responsible for
assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of
accounting unless they either intend to liquidate the
Group or to cease operations, or have no realistic
alternative but to do so.

The Board of Directors and CEO are responsible for
overseeing the Group's financial reporting process.

Auditor’s Responsibilities for the
Audit of the Consolidated
Financial Statements

Our objectives are to obtain reasonable assurance about
whether the Consolidated Financial Statements as a
whole are free from material misstatement, whether
due to fraud or error, and to issue an auditor’s report

that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate,
they could reasonably be expected to influence the
economic decisions of users taken on the basis of these
Consolidated Financial Statements.

As part of an audit in accordance with ISAs, we exercise
professional judgement and maintain professional
skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement
of the Consolidated Financial Statements, whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from
fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of
internal control.

« Obtain an understanding of internal control relevant
to the audit 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 Group's internal control.

- Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by management.

« Conclude on the appropriateness of management’s
use of the going concern basis of accounting and,
based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to
the related disclosures in the Consolidated Financial
Statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a
going concern.

« Evaluate the overall presentation, structure and
content of the Consolidated Financial Statements,
including the disclosures, and whether the
Consolidated Financial Statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

- Obtain sufficient appropriate audit evidence
regarding the financial information of the entities
or business activities within the Group to express an
opinion on the Consolidated Financial Statements.

10



CONSOLIDATED FINANCIAL STATEMENTS 2020

We are responsible for the direction, supervision and
performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the Board of Directors and the
Audit Committee regarding, among other matters, the
planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Board of Directors and the Audit
Committee with a statement that we have complied with
relevant ethical requirements regarding independence,
and communicate with them all relationships and
other matters that may reasonably be thought to
bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the Board of
Directors and the Audit Committee, we determine those
matters that were of most significance in the audit of
the Consolidated Financial Statements of the current
period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless
law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in
our report because the adverse consequences of doing
sowould reasonably be expected to outweigh the public
interest benefits of such communication.

Report on Other Legal and
Regulatory Requirements

Pursuant to the legal requirement under Article 104,
Paragraph 2 of the Icelandic Financial Statement Act
No. 3/2006, we confirm that, to the best of our
knowledge, the report of the Board of Directors
and CEO accompanying the Consolidated Financial
Statements includes the information required by the
Financial Statement Act if not disclosed elsewhere in the
Consolidated Financial Statements.

The engagement partner on the audit resulting in this
independent auditor’s report is Hrafnhildur Helgadottir.

Reykjavik, 3 February 2021
KPMG ehf.

Saemundur Valdimarsson
Hrafnhildur Helgadottir
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Consolidated Statement of Income

In EUR million unless stated otherwise Notes 2020 2019

Revenues 5&6&7 1,237.8 1,283.7

Cost of sales 5&8 (778.4) (792.6)
Gross profit 5 459.4 491.1

Selling and marketing expenses 5&8 (148.6) (159.2)
General and administrative expenses 5&8 (87.8) (83.4)
Research and development expenses 5&8 (73.3) (85.9)
Result from operations 5 149.7 162.6

Finance costs 9 (18.9) (25.2)
Finance income 9 0.5 4.5

Net finance costs 9 (18.4) (20.7)
Share of result of associates 18 0.3 (0.1
Result before income tax 131.6 141.8
Income tax 12 (29.0) (31.7)
Net result 102.6 110.1

Of which:

- Net result attributable to Shareholders of the Company 13 102.5 110.0
- Net result attributable to non-controlling interests 22 0.1 0.1

Earnings per share for result attributable to Shareholders of the Company

during the period (expressed in EUR cent per share):

- Basic 13 13.62 15.33
- Diluted 13 13.51 15.20

The notes on pages 18-72 are an integral part of the Consolidated Financial Statements.
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Consolidated Statement of

Comprehensive Income

In EUR million Notes 2020 2019

Net result 102.6 110.1

Items that are or may be reclassified to profit or loss:

Currency translation differences 22 (18.2) 1.9
Cash flow hedges 22 1.9 (3.1)
Deferred income taxes 20&22 (0.3) 0.6
Other comprehensive income / (loss) for the period, net of tax (16.6) (0.6)
Total comprehensive income for the period 86.0 109.5
Of which:

- Total comprehensive income attributable to Shareholders of the Company 85.9 109.4
- Total comprehensive income attributable to non-controlling interests 22 0.1 0.1

The notes on pages 18-72 are an integral part of the Consolidated Financial Statements.
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Consolidated Statement of Financial Position

In EUR million Notes 2020 2019
Assets

Property, plant and equipment 14 196.7 181.4
Right of use assets 15 42.7 36.4
Goodwill 16 678.8 645.8
Intangible assets 17 331.0 252.4
Investments in associates 18 17.6 15.6
Other receivables 19 2.1 2.1
Deferred income tax assets 20 13.3 11.9
Non-current assets 1,282.2 1,145.6
Inventories 21 199.9 166.8
Contract assets 7 46.1 383
Trade receivables 7&19 151.3 160.0
Assets held for sale 1.8 -
Derivative financial instruments 26 1.9 -
Other receivables and prepayments 19 53.1 46.8
Cash and cash equivalents 78.6 303.7
Current assets 532.7 715.6
Total assets 1,814.9 1,861.2

Equity and liabilities

Share capital 22 6.7 6.8
Share premium reserve 22 442.8 483.1

Other reserves 22 (27.5) (10.9)
Retained earnings 22 536.4 476.5

Shareholders' equity 958.4 955.5
Non-controlling interests 22 0.3 0.3

Total equity 958.7 955.8
Liabilities

Borrowings 23 240.2 3335

Lease liabilities 23 336 28.4
Deferred income tax liabilities 20 84.9 555

Provisions 24 4.1 10.6
Other payables 27 1.1 5.1

Derivative financial instruments 26 3.7 3.0
Non-current liabilities 367.6 436.1

Contract liabilities 7 236.6 217.5
Trade and other payables 27 222.7 200.5
Current income tax liabilities 8.8 3.7
Borrowings 23 0.0 30.6
Lease liabilities 23 10.0 8.8
Provisions 24 10.5 8.2
Current liabilities 488.6 469.3
Total liabilities 856.2 905.4
Total equity and liabilities 1,814.9 1,861.2

The notes on pages 18-72 are an integral part of the Consolidated Financial Statements.
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Consolidated Statement of Changes in Equity

Share Share- Non-
Share  premium Other  Retained holders' controlling
In EUR million capital reserve' reserves’ earnings® equity interests Total equity
Balance at 1 January 2020 6.8 483.1 (10.9) 476.5 955.5 0.3 955.8
Net result for the period 102.5 102.5 0.1 102.6
Total other comprehensive income (16.6) (16.6) (16.6)
Transactions with owners of
the Company
Treasury shares purchased (0.1) (55.8) (55.9) (55.9)
Treasury shares sold 0.0 15.0 15.0 15.0
Options granted / exercised / canceled 0.5 13 1.8 1.8
Dividend (43.9) (43.9) (0.1) (44.0)
(0.1) (40.3) (16.6) 59.9 2.9 0.0 2.9
Balance at 31 December 2020 6.7 442.8 (27.5) 536.4 958.4 0.3 958.7
Share Share- Non-
Share premium Other  Retained holders' controlling
In EUR million capital reserve’ reserves’ earnings® equity interests Total equity
Balance at 1 January 2019 6.1 161.7 (10.3) 403.2 560.7 0.2 560.9
Net result for the period 110.0 110.0 0.1 110.1
Total other comprehensive income (0.6) (0.6) (0.6)
Transactions with owners of
the Company
New shares issued 0.8 369.2 370.0 370.0
Transaction costs (14.2) (14.2) (14.2)
Treasury shares purchased (0.1) (37.5) (37.6) (37.6)
Treasury shares sold 0.0 0.9 0.9 0.9
Options granted / exercised / canceled 25 2.5 25
Other movements 0.5 0.5 0.5
Dividend (36.7) (36.7) (0.0) (36.7)
0.7 321.4 (0.6) 733 394.8 0.1 394.9
Balance at 31 December 2019 6.8 483.1 (10.9) 476.5 955.5 0.3 955.8

T Includes reserve for share-based payments as per 31 December 2020 of EUR 5.5 million (31 December 2019: EUR 5.0 million).

2 For details on other reserves refer to note 22.

3 Includesa legal reserve for capitalized intangible assets related to product development projects as per 31 December 2020 of EUR 76.5 million (31 December 2019: EUR 71.6 million).

The notes on pages 18-72 are an integral part of the Consolidated Financial Statements.
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Consolidated Statement of Cash Flows

In EUR million Notes 2020 2019
Cash Flow from operating activities

Result from operations 149.7 162.6
Adjustments to reconcile result from operations to net cash provided by / (used

in) operating activities:

Depreciation and impairment of property, plant and equipment and right of

use assets 148&15 27.5 239
Amortization and impairment of intangible assets 17 353 33.8
Adjustments for other non-cash income and expenses 2.5 2.1

Changes in non-current receivables and payables 0.0 1.0
Working capital provided by / (used in) operating activities 215.0 2234
Changes in working capital:

Inventories and contract assets and liabilities (2.0) (4.5)
Trade and other receivables 6.3 (21.4)
Trade and other payables 2.4 (8.9)
Provisions (4.1) 1.2
Changes in operating assets and liabilities 2.6 (33.6)
Cash generated from operating activities 217.6 189.8
Taxes paid (25.4) (37.0)
Interest and finance income 0.5 3.0

Interest and finance costs (10.1) (13.3)
Net cash from operating activities 182.6 142.5

The notes on pages 18-72 are an integral part of the Consolidated Financial Statements.
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In EUR million Notes 2020 2019
Cash Flow from investing activities

Purchase of property, plant and equipment 14 (27.5) (19.3)
Investments in intangibles 17 (27.1) (18.6)
Proceeds from sale of non-current assets 14 8&17 2.9 0.4
Loans in associates 19 (1.0) -
Investments in associates 18 (1.7) (12.7)
Acquisition of subsidiary, net of cash acquired 4 (107.2) (4.0)
Net cash provided by / (used in) investing activities (161.6) (54.2)
Cash Flow from financing activities

New shares issued 22 - 370.0
Transaction costs 22 - (17.8)
Purchase of treasury shares 22 (55.9) (37.6)
Sale of treasury shares 22 24 0.9

Proceeds from borrowings 23 730.0 40.0

Repayments of borrowings 23 (857.6) (145.3)
Payments of lease liabilities 23 (10.5) (16.7)
Dividends paid 22 (44.0) (36.7)
Net cash provided by / (used in) financing activities (235.6) 156.8

Net increase / (decrease) in net cash (214.6) 245.1

Exchange gain / (loss) on net cash (10.5) 23

Net cash at beginning of the period 303.7 56.3

Net cash at end of the period 78.6 303.7

The notes on pages 18-72 are an integral part of the Consolidated Financial Statements.
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Notes to the Consolidated

Financial Statements

1 General
information

1.1 Reporting entity

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

The Consolidated Financial Statements of the Company
asatand for the year ended 31 December 2020 comprise
the Company and its subsidiaries (together referred to as
"the Group" or "Marel”).

The Group is a leading global provider of advanced
processing equipment, systems, software and services to
the poultry, meat and fish industries and is involved in
the manufacturing, development, distribution and sales
of solutions for these industries.

These Consolidated Financial Statements have been
approved for issue by the Board of Directors and
CEO on 3 February 2021. These Consolidated Financial
Statements as presented in this report are subject
to the adoption by the Annual General Meeting of
Shareholders, to be held on 17 March 2021.

The Company is listed on the Nasdaq Iceland (“Nasdaq”)
and on Euronext Amsterdam (“Euronext”) exchanges.

1.2 Basis of Accounting

The Consolidated Financial Statements of the Group
have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) as adopted by
the European Union (“EU”) and additional Icelandic
disclosure requirements for consolidated financial
information of listed companies in accordance with
Icelandic Financial Statements Act No. 3/2006 and rules
forissuers of financial instruments at the Nasdaq Iceland.
The accounting policies applied by Marel comply with
IFRS as adopted by the EU and the pronouncements
of the International Financial Reporting Interpretation
Committee (“IFRIC”) effective at 31 December 2020.

These Consolidated Financial Statements have been
prepared on a going concern basis. Marel's balance sheet
and cash flow remain strong despite the pandemic.

These Consolidated Financial Statements have been
prepared under the historical cost convention, except

for the valuation of financial assets and liabilities
(including derivative instruments) which are valued
at fair value through the Consolidated Statement of
Comprehensive Income.

Details of the Group's significant accounting policies are
included in note 2.

1.3 Functional and presentation
currency and exchange rates

Items included in the Consolidated Financial Statements
of each entity in the Group are measured using the
currency that best reflects the economic substance of
the underlying events and circumstances relevant to
that entity (“the functional currency”). The Consolidated
Financial Statements are presented in Euro (“EUR"),
which is the Group's reporting currency and the
functional currency of Marel hf.

of EUR unless

All  amounts are in millions

otherwise indicated.

Exchange rates

The currency exchange rates that were used in preparing
the Consolidated Financial Statements are listed below
for the most relevant currencies.

2020 2019
Year end Average  Year end Average
rate rate rate rate
1euro=
usb 1.22 1.14 1.12 1.12
GBP 0.90 0.89 0.85 0.88
ISK 156.19 154.35 135.83 137.26
BRL 6.34 5.90 4.51 441

1.4 Use of estimates and judgments

The preparation of the Consolidated Financial
Statementsinaccordance with IFRS as adopted by the EU
requires the use of certain critical accounting estimates.
It also requires management to exercise judgment in
the process of applying the Group's accounting policies.
The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates
are significant to the Consolidated Financial Statements
are disclosed in note 3. Actual results may differ from
these estimates.
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Estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are
revised and in any future period affected.

A number of the Group’s accounting policies and
disclosures require the measurement of fair values, for
both financial and non-financial assets and liabilities. The
Group hasan established control framework with respect
to the measurement of fair values.

Further information about the assumptions made in
measuringfairvaluesisincludedin note 2.12 and note 26.

2 Summary of
significant
accounting policies

2.1 General

The principal accounting policies applied in the
preparation of these Consolidated Financial Statements
are setout below. The accounting policies setoutin these
Consolidated Financial Statements have been applied
consistently for all periods presented.

Changes in accounting policies

The Group has initially adopted Definition of a Business
(Amendments to IFRS 3) and Interest Rate Benchmark
Reform (Amendments to IFRS 9, IAS 39 and IFRS 7) from
1 January 2020.

The Group applied Definition of a Business
(Amendments to IFRS 3) to business combinations
whose acquisition dates are on or after 1 January 2020 in
assessing whether it had acquired a business or a group
of assets. The details of the accounting policies are set
out in note 2.2. See also note 4 for details of the Group's
acquisitions of subsidiaries during the year.

The Group applied the interest rate benchmark reform
amendments retrospectively to hedging relationships
that existed at 1 January 2020 or were designated
thereafter and that are directly affected by interest
rate benchmark reform. The Group has assessed it's
hedge contracts and hedge relationships and concluded
that the benchmark reforms or amendments to the
reporting standards do not have a significant effect on
the group's financials.

A number of other new standards are also effective from
1 January 2020 but do not have a significant effect on the
Group's financial statements.

Prior-year information

In 2020, Marel modified it's Executive Team remuneration
and stock options disclosure to align closer to the
EU Shareholders Rights Directive Il ('SRD II'), which is
not yet adopted in Icelandic law. Refer to note 29 for
further information.

In 2020, Marel modified its employee benefits disclosure.
Previously employee benefit expenses were shown to
match the function the FTE was included within, which
did not match completely with where the expenses
are presented in the Consolidated Statement of Income
as employees within Research and development and
Selling and marketing can work on sales projects
directly. The disclosure was updated in 2020 (as well
for 2019) to better reflect where the costs sit within the
Consolidated Statement of Income. Refer to note 10 for
further information.

The presentation of the other prior-year disclosures is in
line with the current year disclosures.

COVID-19

Marel does not foresee any specific accounting risks due
to COVID-19.

Specific choices with IFRS

Sometimes IFRS allows alternative accounting treatment
formeasurementand/ordisclosure. The mostimportant
of these alternative treatments are mentioned below:

Tangible and intangible fixed assets

Under IFRS an entity shall disclose either the cost
model or the revaluation model as its accounting for
tangible and intangible fixed assets. In this respect,
property, plantand equipment are measured at cost less
accumulated depreciation and accumulated impairment
losses, if applicable. The useful lives and residual
values are evaluated annually. The Company chose to
apply the cost model meaning that costs relating to
product development, the development and purchase
of software for internal use and other intangible assets
are capitalized and subsequently amortized over their
estimated useful life.

Presentation of the Consolidated Statement

of Income

Marel presents expenses in the Consolidated Statement
of Income in accordance with their function. This
allows the presentation of gross profit on the face
of the Consolidated Statement of Income, which is a
widely used performance measure in the industry. The
composition of the costs allocated to the individual
functions is explained as follows:
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« cost of sales encompasses all manufacturing costs
(including raw materials, employee benefits, and
depreciation and amortization) related to goods and
services captured in revenues. They are measured
at their actual cost based on “first in, first out” or
weighted average cost;

+ selling and marketing expenses relate to the selling
and marketing of goods and services;

«+ research and development expenses consist of:

- research, which is defined as original and planned
investigation undertaken with the prospect of
gaining new scientific or technical knowledge and
understanding; and,

- development, which is defined as the application
of research findings or other knowledge to
a plan or (re-)design for the production of
new or substantially improved materials, devices,
products, processes, systems or services before the
start of commercial production or use; and

« general and administrative expenses relate to the
strategic and governance role of the general
management of the Company as well as the
representation of Marel as a whole in the financial,
political or business community. General and
administrative expenses also relate to business
support activities of staff departments that are not
directly related to the other functional areas.

Presentation of the Consolidated Statement of
Cash Flows

Under IFRS, an entity shall report cash flows from
operating activities using either the direct method
(whereby major classes of gross cash receipts and gross
cash payments are disclosed) or the indirect method
(whereby result from operations is adjusted for the
effects of transactions of a non-cash nature, any deferrals
or accruals of past or future operating cash receipts or
payments, and items of income or expense associated
withinvesting orfinancing cash flows).In this respect, the
Company chose to prepare the Consolidated Statement
of Cash Flows using the indirect method.

Relevance and importance of notes to
the reader

In order to enhance the informational value of the
Consolidated Financial Statements, the notes are
prepared based on relevance and importance for the
reader. This can result in information that has been
evaluated as neither important nor relevant for the
reader, not being presented in the notes.

2.2 Consolidation
Business combinations

The Group accounts for business combinations using the
acquisition method when the acquired set of activities

and assets meets the definition of a business and control
is transferred to the Group. In determining whether
a particular set of activities and assets is a business,
the Group assesses whether the set of assets and
activities acquired includes, at a minimum, an input and
substantive processand whether the acquired sethas the
ability to produce outputs.

The Group has the option to apply a ‘concentration
test’ that permits a simplified assessment of whether an
acquired set of activities and assets is not a business.
The optional concentration test is met if substantially
all of the fair value of the gross assets acquired is
concentrated in a single identifiable asset or group of
similar identifiable assets.

Acquisitions by Marel as part of business combinations
will resultin recognition of goodwill and other intangible
assets. The amounts assigned to the acquired assets
and liabilities are based on assumptions and estimates
about their fair values. In making these estimates,
management consults with independent, qualified
appraisers, if appropriate. A change in assumptions
and estimates could change the values allocated to
certain assets and their estimated useful lives, which
could affect the amount or timing of charges to the
Consolidated Statement of Income, such as amortization
of intangible assets.

The purchase consideration in the acquisition is
generally measured at fair value, as are the identifiable
net assets acquired. Any goodwill that arises is tested
annually for impairment. Any gain on a purchase is
recognized in the Consolidated Statement of Income
immediately. Transaction costs are expensed asincurred,
except if related to the issue of debt or equity securities.

The purchase consideration does not include amounts
related to the settlement of pre-existing relationships.
Such amounts are generally recognized in the
Consolidated Statement of Income.

Any contingent consideration payable is measured at
fair value at the acquisition date. If the contingent
consideration is classified as equity, then it is not re-
measured and settlement is accounted for within equity.
Otherwise, subsequent changes in the fair value of
the contingent consideration are recognized in the
Consolidated Statement of Comprehensive Income.

If share-based payment awards (replacement awards)
are required to be exchanged for awards held by
the acquiree’s employees (acquiree’s award), then
all or a portion of the amount of the acquirer’s
replacement awards is included in measuring the
purchase consideration in the business combinations.
This determination is based on the market-based
measure of the replacement awards compared with
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the market-based measure of the acquiree’s awards and
the extent to which the replacement awards relate to
pre-combination service.

Details of the acquisition of TREIF and of Cedar Creek are
disclosed in note 4.

Subsidiaries

Subsidiaries are entities controlled by the Group. The
Group controls an entity when it is exposed to, or has
rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through
its power over the entity. The financial statements of
subsidiaries are included in the Consolidated Financial
Statements from the date on which control commences
until the date on which control ceases.

Non-controlling interests

Non-controlling interests (“NCI”) are measured initially at
their proportionate share of the acquiree’s identifiable
net assets at the date of acquisition. Changes in the
Group'sinterest in a subsidiary that do not resultin a loss
of control are accounted for as equity transactions.

Loss of control

When the Group loses control over a subsidiary, it de-
recognizes the assets and liabilities of the subsidiary, and
any non-controlling interests and other components of
equity. Any resulting gain or loss is recognized in the
Consolidated Statement of Income. Any interest retained
in the former subsidiary is measured at fair value when
control is lost.

Investments in associates

Associates are all entities over which the Group has
significantinfluence, but not control or joint control, over
the financial and operating policies.

Investments in associates are accounted for using the
equity method. They are initially recognized at cost,
which includes transaction costs. Subsequent to initial
recognition, the Consolidated Financial Statements
include the Group’s share of the profit or loss and
other comprehensive income (“OCl”) of investments
in associates, until the date on which significant
influence ceases.

Unrealized gains on transactions between the Group
and its associates are eliminated to the extent of the
Group's interest in the associates. Unrealized losses
are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed

where necessary to ensure consistency with the policies
adopted by the Group.

Dilution gains and losses arising in investments in
associates are recognized in the Consolidated Statement
of Income as part of other results relating to investments
in associates.

Transactions eliminated on
consolidation

Intercompany transactions, balances and unrealized
gains on transactions between Group entities are
eliminated. Unrealized losses are also eliminated unless
the transaction provides evidence of an impairment of
the asset transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Transactions and non-controlling
interests

Transactionsthatresultinchangesinownership interests
while retaining control are accounted for as transactions
with equity holders in their capacity as equity holders.

As aresult, no gain or loss on such changes is recognized
in the Consolidated Statement of Income but rather
in equity. Furthermore, no change in the carrying
amounts of assets (including goodwill) or liabilities is
recognized as aresult of such transactions. This approach
is consistent with NCI being a component of equity.

2.3 Foreign currency translation
Transactions and balances

Foreign currency transactions are translated into the
respective functional currencies of Group entities, and
from there into the Group's reporting currency using the
exchange rates prevailing at the dates of the transactions
or valuation where items are revalued.

Foreign exchange gains and losses resulting from
the settlement of such transactions and from the
translation atyearend exchange rates of monetary assets
and liabilities denominated in foreign currencies are
recognized in the Consolidated Statement of Income,
except when deferred in equity as a permanent loan,
as qualifying cash flow hedges and as qualifying net
investment hedges as explained in note 2.13. Foreign
exchange gains and losses that relate to borrowings and
cash and cash equivalents as well as all other foreign
exchange gains and losses are recognized immediately
in the Consolidated Statement of Income within finance
income or finance costs.
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Group entities

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:

« assets and liabilities presented are translated at
the closing rate at the date of that Consolidated
Statement of Financial Position;

« income and expenses for each transaction in the
Consolidated Statement of Income are translated at
average exchange rates, unless this average is not a
reasonable approximation of the cumulative effect of
the rates prevailing on the transaction dates, in which
case income and expenses are translated at the dates
of the transactions; and

« translation results of the consolidation of subsidiaries
reporting in foreign currencies, as well as a currency
revaluation related to financing of subsidiaries are
recognized as a separate component of equity
(translation reserve).

On consolidation, exchange differences arising from
the translation of the net investment in foreign
operations, and of borrowings and other currency
instruments designated as hedges of such investments,
are recognized in OCl and accumulated in translation
reserve. When a foreign operation is partially disposed of
or sold, exchange differences that were recorded in OCl
are recognized in the Consolidated Statement of Income
for the period as part of the gain or loss on sale.

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

In case of a non-wholly-owned subsidiary, the relevant
proportionate share of the translation difference is
allocated to the NCI. When a foreign operation is
disposed of such that control, significant influence or
joint control is lost, the cumulative amount in the
translation reserve related to that foreign operation is
reclassified to the Consolidated Statement of Income as
part of the gain or loss on disposal. When the Group
disposes of only part of its interest in a subsidiary that
includes a foreign operation while retaining control,
the relevant proportion of the cumulative amount is
reattributed to NCI. When the Group disposes of only
part of itsinvestmentin an associate or joint venture that
includes a foreign operation while retaining significant
influence or joint control, the relevant proportion of the
cumulative amount is reclassified to OCI.

2.4 Revenue recognition

Marel recognizes revenue based on the considerations
specified in contracts with customers using the five-step
process as described in IFRS 15.

Revenue is recognized, when or as control over distinct
goods or services is transferred to the customer; i.e.
when the customer is able to direct the use of the
transferred goods or services and obtains substantially
all of the remaining benefits, provided a contract with
enforceable rights and obligations exists and amongst
others collectability of consideration is probable taking
intoaccountour customer’s creditworthiness. Revenueis
the transaction price Marel expects to be entitled to.

If a contract contains more than one distinct good
or service, the transaction price is allocated to each
performance obligation based on relative stand-alone
selling prices. If stand-alone selling prices are not
observable, the Company reasonably estimates those.
Revenue is recognized for each performance obligation
either at a point in time or over time. Determining the
timing of the transfer of control - ata pointin time or over
time - requires judgment.

The following is a description of the nature and the
timing of the satisfaction of performance obligations in
contracts with customers, including significant payment
terms, and the related revenue recognition policies.

Equipment revenue

In Marel’s business model, equipment revenue relates
to sales of standard equipment and sales of complete
solutions or systems.

Standard equipment requires no or minor modifications
as requested by customers. Sales of complete solutions
or systems require significant modifications either
requested by the customer or required to fulfill the
customer’s needs.

Revenues for standard equipment are recognized at a
point in time when control of the goods passes to the
customer, usually upon delivery of the goods. Invoices
are issued at that point in time.

Revenues for complete solutions or systems will be
recognized over time as all these complete solutions or
systems are deemed to not have an alternative use and
Marel has an enforceable right to payment. Revenue
is recognized under the cost-to-cost (percentage-of-
completion) method, based on the percentage of costs
incurred to date compared to total estimated costs as
based on Marel’s assessment it best depicts the transfer
of control to the customer. An expected loss on the
contract is recognized as an expense immediately.
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Complete solutions or systems have a similar margin for
all components of the solution or system.

Aftermarket revenue

Aftermarket revenue relates to the sale of spare parts
as well as performing related maintenance services to
the equipment.

Revenues for spare part sales are recognized at a pointin
time when control of the goods passes to the customer,
usually upon delivery of the goods. Invoices are issued at
that pointin time.

The total consideration in the service contracts will be
allocatedtoall services based on their stand-alone selling
prices. The stand-alone selling prices will be determined
based on the list prices at which the Group sells the
services in separate transactions. Revenue relating to
maintenance services is recognized over time under
the percentage-of-completion method as described
above, although the customer pays up-front in full for
these services. A contract liability is recognized for the
payments received up-frontandisrecognized asrevenue
over the service period.

Payment terms

For the sale of complete solutions or systems and for
most of the standard equipment down payments are
obtained. Payment terms on invoices are usually 30
days from the date of invoice issued according to the
contractual terms.

Commissions

The Group applies the practical expedient in relation
to the incremental costs of obtaining a contract. The
Group recognizes the incremental costs of obtaining a
contractas an expense when incurred if the amortization
period of the asset that the entity otherwise would have
recognized is one year or less.

Interest income

Interestincome is recognized on a time proportion basis,
taking into account the principal outstanding and the
effective rate over the period to maturity.

Impairment of receivables

When a receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being the
estimated future cash flow discounted at the original
effective interest rate of the instrument, and continues
unwinding the discount as interest income.

2.5 Contract assets and contract
liabilities

The contract assets (cost exceed billing) primarily relate
tothe Group's rights to consideration for work completed
but not billed at the reporting date. The contract assets
are transferred to receivables when the rights become
unconditional. This usually occurs when the Group issues
an invoice to the customer.

The contract liabilities (billing exceed cost) primarily
relate to the advance consideration received from
customers for standard equipment for which revenue is
recognized ata pointin time and for the sale of complete
solutions or systems for which revenue is recognized
over time.

2.6 Employee benefits
Short-term employee benefits

Short-term employee benefits are expensed as the
related serviceis provided. A liability is recognized for the
amount expected to be paid if the Group has a present
legal or constructive obligation to pay this amount as a
result of past service provided by the employee and the
obligation can be estimated reliably.

Share-based compensation

The Group operates an equity-settled, share-based
compensation plan, under which the entity receives
services from employees as consideration for equity
instruments (stock options) of the Group. The fair value
of the employee services received in exchange for
the grant of the stock options is recognized as an
expense. The totalamount to be expensed is determined
by reference to the fair value of the stock options
granted, excluding the impact of any non-market service
and performance vesting conditions (for example:
profitability, sales growth targets and remaining an
employee of the entity overa specified time period). Non-
market vesting conditions are included in assumptions
about the number of stock options that are expected to
vest. The total amount expensed is recognized over the
vesting period, which is the period over which all of the
specified vesting conditions are to be satisfied.

At reporting date, the entity revises its estimates of the
number of stock options that are expected to vest based
on the non-market vesting conditions. It recognizes
the impact of the revision to original estimates, if
any, in the Consolidated Statement of Income, with
a corresponding adjustment to equity. The proceeds
received net of any directly attributable transaction costs
are credited to share capital (nominal value) and share
premium when the stock options are exercised. The fair
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value of the employee stock options granted is measured
using the Black-Scholes formula.

Measurement inputs include share price on
measurement date, exercise price of the stock
options, expected volatility based on weighted average
historic volatility adjusted for changes expected due
to publicly available information, weighted average
expected life of the instruments based on historical
experience and general stock option holder behavior,
expected dividends, and the risk-free interest rate
based on government bonds. Service and non-market
performance conditions attached to the transactions are
not taken into account in determining fair value.

Profit sharing and bonus plans

Under some circumstances, a liability for key employee
benefits in the form of profit sharing and bonus plans is
recognized in other payables when it is managements
intention to settle the liability and at least the condition
is met that there is a formal plan and the amounts to
be paid are determined before the time of issuing the
financial statements.

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

Pension plans

Marel has several pension plans in accordance with
local rules and conditions. Only one arrangement
with regards to early retirement rights classified as a
defined benefit pension plan until the moment of a
settlement. This defined benefit pension plan (VPL in
the Netherlands) was settled in 2020 and as such is no
longer reported as a defined benefit pension plan. Two
other defined benefit obligations refer to jubilee rights
in the Netherlands and the post retirement medical
benefit plan in the United States of America. Because of
their non-material character, these arrangements are not
disclosed separately.

For the majority of its employees, the Group has
pension plans classified as defined contribution plans.
Obligations relating to defined contribution pension
plans are charged to the Consolidated Statement
of Income as employee benefit expenses when the
contributions are payable. Contributions paidin advance
are presented as assets to the extent that cash repayment
or a reduction in future contributions is available.

2.7 Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognized in the Consolidated
Statement of Income except to the extent that it relates

to business combinations, or items recognized directly
in shareholders' equity or in OCl. In case of recording
directly in shareholders’ equity, the tax on this item is
included in deferred taxes; the net amount is recognized
in shareholders’ equity.

Current tax

Current tax comprises the expected tax payable or
receivable on the taxable income or loss for the year
and any adjustment to the tax payable or receivable in
respect of previous years. The amount of current tax
payable or receivable is the best estimate of the tax
amount expected to be paid or received that reflects
uncertainty related to income taxes, if any. It is measured
using tax rates enacted or substantively enacted at the
reporting date. Current tax also includes any tax arising
from dividends.

Current tax assets and liabilities are offset only if certain
criteria are met.

Deferred tax

Deferred income tax is provided in full on temporary
differences arising between the tax bases of assets and
liabilities and their carrying amounts in the Consolidated
Financial Statements.

Deferred tax is not recognized for:

- temporary differences on the initial recognition of
assets or liabilities in a transaction that is not
a business combination and that affects neither
accounting nor taxable profit or loss;

« temporary differences related to investments in
subsidiaries, associates and joint arrangements to the
extent that the Group is able to control the timing
of the reversal of the temporary differences and it is
probable that they will not reverse in the foreseeable
future; and

. taxable temporary differences arising on the initial
recognition of goodwiill.

Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantially enacted
at the reporting date and are expected to apply when
the related deferred income tax asset is realized or the
deferred income tax liability is settled.

Deferred tax assets are recognized to the extent
that it is probable that future taxable profit will be
available against which the temporary differences
can be utilized. Future taxable profits are determined
based on managements internal forecasts for individual
subsidiaries in the Group. Deferred tax assets are
reviewed at each reporting date and are reduced to
the extent that it is no longer probable that the related
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tax benefit will be realized. Such reductions are reversed
when the probability of future taxable profits improves.

Unrecognized deferred tax assets are reassessed at each
reporting date and recognized to the extent that it
has become probable that future taxable profits will be
available against which they can be used.

Deferred tax assets and liabilities are offset only if certain
criteria are met.

2.8 Property, plant and equipment

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

Subsequent expenditures are included in the asset’s
carrying amount or recognized as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is
derecognized. All other repairs and maintenance are
charged to the Consolidated Statement of Income in the
period in which they are incurred.

Land is not depreciated. Depreciation on assets is
calculated using the straight-line method to allocate the
cost of each asset to its residual value over its estimated
useful life, as follows:

+ Buildings: 30-50 years
+ Plant and machinery: 4-15 years
+ Vehicles and equipment: 3-7 years

Major renovations are depreciated over the remaining
useful life of the related asset or to the date of the
next major renovation, whichever is sooner. Equipment
included in rented buildings is depreciated over the
remaining useful life of the related equipment or overthe
remaining rental period, whichever is shorter.

The assets’ residual values, depreciation methods and
useful lives are reviewed, and adjusted if appropriate, at
each reporting date.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
exceeds its estimated recoverable amount (note 2.11).

Gains and losses on disposals are determined by
comparing proceeds with carrying amount and are
recognized in the Consolidated Statement of Income
when the disposal is completed.

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 capitalized 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.

2.9 Intangible assets

Goodwiill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of
the net identifiable assets of the acquired subsidiary at
the date of acquisition. Goodwill is measured 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 is allocated to Cash Generating Units (“CGUs")
for the purpose of impairment testing. The allocation is
made to those CGUs or groups of CGUs that are expected
to benefit from the business combinations in which the
goodwill arose.

Technology, research and
development

Technology costs have a finite useful life and are
capitalized and amortized using the straight line method
over the period of 20 years.

Research expenditure is recognized as an expense
as incurred. Costs incurred on development projects
relating to the design and testing of new or
improved products are recognized as intangible assets
when it is probable that the project will generate
future economic benefits, considering its commercial
and technological feasibility, costs can be measured
reliably and the Group intends to and has sufficient
resources to complete development and to use or
sell the asset. Other development expenditures are
recognized as an expense as incurred. Subsequent
to initial recognition, development expenditure is
measured at cost less accumulated amortization and
any accumulated impairment losses.

Development costs previously recognized as an expense
are not recognized as an asset in a subsequent period.
Development costs that have a finite useful life and
that have been capitalized are amortized 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.
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Customer relationships, patents
& trademarks

Customer relationships have been acquired as part of
recent acquisitions and are capitalized and amortized
using the straight line method over their useful life of
maximum 20 years.

Expenditure to acquire patents, trademarks and licenses
is capitalized and amortized using the straight-line
method over their useful lives, but not exceeding 8 years,
or 11 years in case of trademarks.

Other intangible assets

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

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

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

« thereis an ability to use or sell the software product;

+ itcan be demonstrated how the software product will
generate probable future economic benefits;

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

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

Directly attributable costs capitalized as part of the
software product include the software development
employee costs, consultancy costs and an appropriate
portion of relevant overhead.

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

Computer software development costs recognized as
intangible assets are amortized over their estimated
useful lives, which can vary from 3 to 5 years.

General

Subsequent expenditure is capitalized only when it
increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure,
including expenditure on internally generated goodwill
and brands, is recognized in the Consolidated Statement
of Income as incurred.

Amortization methods, useful lives and residual values
are reviewed at each reporting date and adjusted
if appropriate.

Intangible assets with an indefinite useful life or that are
not amortized are tested annually for impairment.

2.10 Leases

Marel leases property, plant and equipment including
manufacturing and demo facilities, office buildings,
small equipment and cars. The leases for manufacturing
and demo facilities can run up to 10 years. The leases for
office buildings are typically annual, with an automatic
renewal. The lease payments, if relevant, are adjusted
every year based on the change in the consumer price
indexin the preceding year. The small equipmentand car
leases typically run for a period of 3-5 years.

Marel recognizes a right of use asset and a lease liability
at the lease commencement date. At inception of a
contract, the Group assesses whether a contract is, or
contains, a lease. A contract is, or contains, a lease if
the contract conveys the right to control the use of an
identified asset for a period of time in exchange for
consideration. To assess whether a contract conveys the
right to control the use of an identified asset, the Group
uses the definition of a lease in IFRS 16.

Right of use assets

The right of use asset is initially measured at cost,
which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before
the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and
remove the underlying asset or to restore the underlying
asset or the site on which it is located, less any lease
incentives received.

The right of use asset is depreciated using the straight
line method from the commencement date to the earlier
of the end of the useful life of the right of use asset or
the end of the lease term. The estimated useful lives of
the assets are determined on the same basis as those of
property, plant and equipment. In addition, the right of
use asset is periodically reduced by impairment losses,
if any, and adjusted for certain re-measurements of the
lease liability.

Lease liabilities

The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date, discounted using the interest rate
implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental borrowing rate.
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Short-term leases and leases of low-
value assets

Marel has elected not to recognize right of use assets
and lease liabilities for short term leases that have a lease
term of 12 months or less and leases of low-value assets,
including IT equipment. The Group recognizes the lease
payments associated with these leases as an expense on
a straight line basis over the lease term.

2.11 Impairment of non-financial
assets

Assets that have an indefinite useful life are not
subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are
reviewed forimpairment whenever events or changes in
circumstancesindicate thatthe carryingamount may not
be recoverable. Non-financial assets other than goodwill
that sufferimpairment are reviewed for possible reversal
of the impairment at each reporting date. Assets held for
sale which are valued at fair value, are reviewed at each
reporting date.

At each reporting date, the Group reviews the
carrying amounts of its non-financial assets (other
than inventories and deferred tax assets) to determine
whetherthereisanyindication ofimpairment.Ifany such
indication exists, then the asset’s recoverable amount is
estimated. Goodwill is tested annually for impairment.

For impairment testing, assets are grouped together
into the smallest group of assets that generates cash
inflows from continuing use thatarelargely independent
of the cash inflows of other assets or CGUs. Goodwill
arising from business combinations is allocated to CGUs
or groups of CGUs that are expected to benefit from the
synergies of the combination.

The recoverable amount of an asset or CGU is the greater
of its value in use and its fair value less costs to sell.
Value in use is based on the estimated future cash
flows, discounted to their present value using a pre-tax
discount rate that reflects current market assessments of
the time value of money and therisks specific to the asset
or CGU.

An impairment loss is recognized if the carrying amount
of an asset or CGU exceeds its recoverable amount.
Impairment losses are recognized in the Consolidated
Statement of Income. They are allocated first to reduce
the carrying amount of any goodwill allocated to the
CGU, and then to reduce the carrying amounts of the
other assets in the CGU on a pro rata basis.

Animpairmentlossin respect of goodwill is not reversed.
For other assets, an impairment loss is reversed only

to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if no
impairment loss had been recognized.

2.12 Financial instruments

Trade receivables and debt securities issued are initially
recognized when they are originated. All other financial
assets and financial liabilities are initially recognized
when Marel becomes a party to the contractual
provisions of the instrument.

A financial asset (unless it is a trade receivable without
a significant financing component) or financial liability
is initially measured at fair value. In the case of a
financial asset not at fair value through profit or loss,
transaction costs that are directly attributable to the
acquisition or issue of the financial asset are added to
the fair value measurement. A trade receivable without a
significant financing component is initially measured at
the transaction price.

On initial recognition, the Group classifies its financial
assets as measured at amortized cost, fair value through
other comprehensive income or fair value through profit
or loss on the basis of both:

. the Company’s business model for managing the
financial assets; and

. the contractual cash flow characteristics of the
financial asset.

Financial assets at amortized cost

Financial assets are measured at amortized cost if both:

- the financial asset is held within a business model
whose objective is to hold financial assets in order to
collect contractual cash flows; and

« the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

A financial asset measured at amortized cost is initially
recognized at fair value plus transaction costs directly
attributable to the asset. After initial recognition, the
carrying amount of the financial asset measured at
amortized cost is determined using the effective interest
method, less any impairment losses.

Financial assets at fair value through
other comprehensive income

A financial asset is measured at fair value through other
comprehensive income if both:
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« the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

« the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

Investments in debt instruments measured at fair value
through other comprehensive income are recognized
initially at fair value plus transaction costs directly
attributable to the asset. After initial recognition, the
asset is measured at fair value with changes in fair value
included in other comprehensive income. Accumulated
gainsorlosses recognized through other comprehensive
income are directly transferred to profit or loss when a
debt instrument is derecognized.

Financial assets at fair value through
profit or loss

When any of the above-mentioned conditions for
classification of financial assets are not met, a financial
asset is classified as “at fair value through profit or loss”
and measured at fair value with changes in fair value
recognized in profit or loss.

A financial asset measured at fair value through profit or
loss is recognized initially at fair value and its transaction
costs are recognized in profit or loss when incurred. A
gain or loss on a financial asset measured at fair value
through profit or loss is recognized in the Consolidated
Statement of Income for the reporting period in which
it arises.

The Company may, at initial recognition, irrevocably
designate a financial asset as measured at fair value
through profit or loss if doing so eliminates or
significantly reduces a measurement or recognition
inconsistency that would otherwise arise from
measuring assets or liabilities or recognizing the gains
and losses on them on different bases.

Fair value measurement

The fair values of quoted assets 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 fair value of investments that are not traded in
an active market is determined by using valuation
techniques. The Group uses a variety of methods and
makes assumptions that are based on market conditions

existing at each reporting date. Further information is
included in note 26.

Impairment - Financial assets and
contract assets

Loss allowances are measured based on the Expected
Credit Losses (“ECL") that result from all possible default
events over the expected life of a financial instrument.
Marel’s financial assets are currently limited to trade
receivables and contract assets without significant
financing components and are as such always impaired
based on lifetime ECLs.

Based on materiality considerations, Marel reports
impairment losses on trade receivables and contract
assets as other expenses within selling and marketing
expenses, instead of presented separately in the
Consolidated Statement of Comprehensive Income.
Impairmentlosseson otherfinancial assets are presented
under finance costs.

Cash and cash equivalents

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

Financial liabilities

Financial liabilities are classified as measured at
amortized cost or at fair value through profit or loss.
A financial liability is classified at fair value through
profit or loss if it is classified as held for trading, it
is a derivative or it is designated as such on initial
recognition. Financial liabilities at fair value through
profitor loss are measured at fair value and net gains and
losses, including any interest expense, are recognized in
profit or loss. Other financial liabilities are subsequently
measured at amortized cost using the effective interest
method. Interest expense and foreign exchange gains
and losses arerecognized in profitorloss. Any gain orloss
on derecognition is also recognized in profit or loss.

An entity has to account for modifications and revisions
on its financial liabilities and report any (expected) gain
or loss as a result in the Consolidated Statement of
Income on the day of modification or revision.

Non-derivative financial liabilities

Non-derivative financial liabilities are initially recognized
at fair value less any directly attributable transaction
costs. Subsequent to initial recognition, these liabilities
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are measured at amortized cost using the effective
interest method.

Derecognition of financial assets

The Group derecognizes a financial asset when:

« the contractual rights to the cash flows from the
financial asset expire; or
« it transfers the rights to receive the contractual cash
flows in a transaction in which either:
- substantially all of the risks and rewards of
ownership of the financial asset are transferred; or
- theGroup neithertransfers norretains substantially
all of the risks and rewards of ownership and it does
not retain control of the financial asset.

Derecognition of financial liabilities

The Group derecognizes a financial liability when its
contractual obligations are discharged or canceled, or
expire. The Group also derecognizes a financial liability
when its terms are modified and the cash flows of the
modified liability are substantially different, in which case
a new financial liability based on the modified terms is
recognized at fair value.

On derecognition of a financial liability, the difference
between the carrying amount extinguished and the
consideration paid (including any non-cash assets
transferred or liabilities assumed) is recognized in profit
or loss.

2.13 Derivative financial instruments
and hedging activities

Aftertheimplementation of IFRS 9, the Group has chosen
to continue to apply the hedge accounting requirements
of IAS 39.

The group uses financial derivatives such as foreign
currency forward contracts and interest rate swaps to
hedgerisks associated with foreign currency and interest
rate fluctuations. Derivatives are initially recognized at
fair value on the date a derivative contract is entered
into and are subsequently revalued at their fair value
and changes therein are recognized in profit or loss
unless cash flow hedge accounting or net investment
hedge accounting is applied. Embedded derivatives are
separated from the host contract and accounted for
separately if the economic characteristics and risk of
the host contract and the embedded derivative are not
directly closely related.

The method of recognizing 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:

- hedges of a particular risk associated with a
recognized asset or liability or a highly probable
forecasted transaction (cash flow hedge); or

- hedges of a netinvestmentin aforeign operation (net
investment hedge); or

- derivatives at fair value through profit or loss.

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 on-going 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 hedge reserve in equity are shown
in the Consolidated Statement of Changes in Equity. The
full fair value of a hedging derivative is classified as a
non-currentassetor liability when the remaining hedged
item is more than 12 months and as a current asset or
liability when the remaining maturity of the hedged item
is less than 12 months. Trading derivatives are classified
as current asset or liabilities.

Cash flow hedge

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash
flow hedges is recognized in OCl and presented in the
hedge reserve in equity. The profit or loss relating to
the ineffective portion (mainly as a result of changes
in timing of the hedged transactions) is recognized
immediately in the Consolidated Statement of Income
within finance income or finance costs.

Amounts accumulated in equity are recycled in the
Consolidated Statement of Income in the periods
when the hedged item affects profit or loss. When
the forecasted transaction that is hedged results in
the recognition of a non-financial asset (for example,
inventory or non-current assets) the gains and losses
previously deferred in equity are transferred from equity
andincluded in theinitial measurement of the cost of the
asset. The deferred amounts are ultimately recognized in
the cost of goods sold for inventory or in depreciation for
non-current assets.

If the hedge no longer meets the criteria for hedge
accounting or the hedging instrument is sold, expires,
is terminated or is exercised, then hedge accounting is
discontinued prospectively. When hedge accounting for
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cash flow hedges is discontinued, the amount that has
been accumulated in the hedging reserve remains in
equity until, for a hedge of a transaction resulting in the
recognition of a non-financial item, it is included in the
non-financial item’s cost on its initial recognition or, for
other cash flow hedges, it is reclassified to profit or loss
in the same period or periods as the hedged expected
future cash flows affect profit or loss.

If the hedged future cash flows are no longer expected to
occur, then the amounts that have been accumulated in
the hedging reserve and the cost of hedging reserve are
immediately reclassified to profit or loss.

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 recognized in
other comprehensive income and presented in the
hedge reserve in equity. The gain or loss relating to
the ineffective portion is recognized immediately in
the Consolidated Statement of Income within finance
income or finance costs.

Gains and losses accumulated in equity are included in
the Consolidated Statement of Income when the foreign
operation is partially disposed of or sold.

2.14 Inventories

Inventories are measured at the lower of historical cost
or net realizable value. Cost is determined using the
weighted average method and an adjustment to net
realizable value is considered for items which have not
moved during the last 12 months. The cost of finished
goods and work in progress comprise raw materials,
direct labor, other direct costs and related production
overhead based on normal operating capacity but
exclude borrowing costs.

Net realizable value is the estimated selling price in the
ordinary course of business, less the costs of completion
and any applicable variable selling expenses.

2.15 Assets held for sale

Non-current assets, or disposal groups comprising assets
and liabilities, are classified as held-for-sale if it is highly
probable that they will be recovered primarily through
sale rather than through continuing use.

Such assets, or disposal groups, are measured at the
lower of carrying amount and fair value less costs to sell.
Any impairment loss on a disposal group is allocated
first to goodwill, and then to remaining assets and
liabilities on a pro rata basis, except that no loss is

allocated to inventories, financial assets, deferred tax
assets, employee benefits and investment property,
which continue to be measured in accordance with the
Group’s other accounting policies. Impairment losses
on initial classification as held-for sale and subsequent
gains or losses on re-measurement are recognized in the
Consolidated Statement of Income.

Once classified as assets held-for-sale, intangible assets
and property, plant and equipment are no longer
amortized or depreciated.

2.16 Share capital

Ordinary shares are classified as equity.

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

Transaction costs, net of tax, for transactions in shares are
deducted from the share premium reserve.

When any Group entity purchases the Company’s equity
share capital (treasury shares), the consideration paid,
including any directly attributable incremental costs (net
of income taxes), is deducted from equity attributable
to the Company's shareholders until the shares are
canceled or reissued. Repurchased shares are classified
as treasury shares and are presented in the share
premium reserve. 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 within
share premium.

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

2.17 Provisions

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

Provisions for restructuring costs and legal claims
are recognized 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 can be reliably estimated. A provision for

30



CONSOLIDATED FINANCIAL STATEMENTS 2020

restructuring is recognized when the Group has
approved a detailed and formal restructuring plan, and
the restructuring either has commenced or has been
announced publicly. Restructuring provisions comprise
lease termination penalties and employee termination
payments. Provisions are not recognized for future
operating losses.

The Group provides a guarantee on certain products
and undertakes to repair or replace items that fail to
perform satisfactorily. If the Group expects a provision to
be reimbursed, for example under an insurance contract,
the reimbursement is recognized as a separate asset but
only when the reimbursement is virtually certain.

A provision for guarantee commitments is recognized
when the underlying product and services are sold based
on historical warranty data and a weighting of possible
outcomes against their associated probabilities.

A provision for onerous contracts is measured at the
present value of the lower of the expected cost of
terminating the contract and the expected net cost of
continuing with the contract, which is determined based
on incremental costs necessary to fulfill the obligation
under the contract.

2.18 New standards and standards
issued but not yet effective

A number of new standards are effective for annual
periods beginning after 1 January 2020 and earlier
application is permitted; however, the Group has not
early adopted the new or amended standards in
preparing these Consolidated Financial Statements.

The following amended standards and interpretations
are not expected to have a material effect on the Group's
Consolidated Financial Statements:

« Onerous contracts - Cost of Fulfilling a Contract
(Amendments to |AS 37);

« Interest Rate Benchmark Reform - Phase 2
(Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16);

« COVID-19 Related Rent Concessions (Amendment to
IFRS 16);

« Property, Plant and Equipment: Proceeds before
Intended Use (Amendments to IAS 16);

+ Reference to Conceptual Framework (Amendments to
IFRS 3);

- Classification of Liabilities as Current or Non-current
(Amendments to IAS 1); and

« IFRS 17 Insurance Contracts and amendments to IFRS
17 Insurance Contracts
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