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CHAIl RMANES ADDRESS

ADVANCING FOOD PROCESSING

Yet another good year for Marel.

It was a year of strategic growth and a further strengthening of our foundations. Amidst significant shifts

inthewor | dbds geopolresultingimboth poklticalasdceaopamic uncertainty the strategic

drivers in our industry remained intact. The i mmense ¢
population in the future continues to present Marel with opportunities for sustainable value creation by

advancing the way food is processed.

THE CHALLENGE

The only way we can address these immense challenges is with technology, innovation and changes in
behavior. We have to find ways to do more and better with less. This represents countless opportunities
for Marel and its customers. Armed with innovationi the core of our strategyi Marel pursues its vision of
transforming the way food is processed, in partnership with our

customers. Marel is continuously seeking new ways of doing OVER HALF OF THE
more with less, enabling our customers to increase yields, ASIAN POPULATION
minimize waste, decrease the use of water, energy and other IN TOWNS & CITIES

valuable resources while increasing food safety and improve
animal welfare as well as the working conditions of employees.

BY 2018
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THE OPPORTUNITIES

Todayobés gl obal p o p piojacted to nse to drourd.9.3 billoon ih 20500Tihis, aleng with

continued urbanization, increased prosperity and changes in consumer behavior, is expected to lead to

a substanti al rise in the demand f or f opredictsttehe UNG6s F
increase will be up to 50%. At the same time, the focus on sustainability and environmental matters is

continuously growing. We are using too much of scarce resources such as water, land and energy for

food production. On top of this, we waste an unconceivable amount of food. It is estimated that around

one third of the food produced in the world today is wasted somewhere in the value chain. That is

equivalent to 1.3 billion tons of waste, worth around $1 trillion.

I'n 2016, Ma r e lininnovatiens doreespondiBg3ont.5% of our revenue. In a world where the

pace of technology-driven change is faster than ever before, we must be vigilant and remain agile,

finding the right balance between addrhefatarée ng cust omer
development of the industry. The industrial Internet revolution, digitalization and big data are changing

Mar el s business |like the rest of the world. We see g
Processing Software, which has already been installed in over 1600 plants worldwide. Innova enables

food processors to optimize their performance and provides full traceability, adhering to ever changing

food safety standards. Mar el 6s future sudbhenaskaet i s base

and deliver value to customers, fueling further investments in our own business and future growth.

PROGRESS IN LINE WITH STRATEGY

Over the | ast decade, Mar el 0 DIVIDENBES" ave grown aro
20% per year on average, one-third through organic growth FOR 2016 20 OF NET PROFIT

and two-thirds through acquisitions. The target continues to

be set at the organic growth being greater than the market, which has been growing by 4-6% per year

in the past. The market is still fragmented and ripe for further consolidation. Our aim is to continue to

|l everage Marel s strong foundation and createlnadditio
2016, organic growth was fueled by the continued strengthening of our product portfolio and the

introduction of several new, state-of-the-art solutions. Significant investments were also made in

advancing our own business, upgrading manufacturing equipment, improving facilities and IT

platforms.

In the beginning of the year, the acquisitirimim of MPS
the meat processing industry and contributing to a more balanced revenue split between industry
segments and geographies. Revenues increased by over 18% during the year and are approaching one

(

C

(

L

[

billion with healthy profitability. Profit for the year amountedtot 75. 8 m and earnings per sh

increased by 34%, reflecting the strong operating results and the fact that the MPS acquisition was
completed without issuing new equity capital. The progress in 2016 is fully in line with our strategy.

DISTRIBUTION OF PROFITS

Mar el 6s financi al position is strong with3.Imliemd debt to
with the companyds capital allocation and dividend po
2017 Annual General Meetingthatadi vi dend payment of (015.3m, correspon

of net profits, is paid to shareholders.
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Further mor e, the Board of Directors has authorized t he
used as payment for potential future acquisitions.

CORPORATE RESPONSIBILITY

Mar el 6s Board of Directors is committed to good corport
that promote the long-term interests of shareholders. In the beginning of 2016, we were awarded a
recognition as pioErxeetmep | Gorvye rinnanCcoerd by t he Research Cent
Governance at the University of Iceland, Nasdaq Iceland, the Iceland Chamber of Commerce and the

Confederation of Icelandic Employers.

During the year, significant progress was made in developing and executing a formal approach to

corporate social responsibility. Guiding principles for the approach to people, the planet and profitability

were introduced throughout the organization and Mar el
Compact. For further information, reference is made to the Corporate Responsibility section of this

report.

During the year, the Board held meetings in Iceland, the Netherlands and the U.S., providing board

members with a great opportunity to visit Marel éds opert
Board members also participated in several trade shows, providing valuable insights into market

dynamics.

POSITIONED FOR FUTURE VALUE CREATION

Marel is well positioned to capture long-term profitable growth. We stay true to our purpose of
partnering with customers to transform the way food is processed. Our vision is of a world where quality
food is processed sustainably and affordably.

On behalf of the Board of Directors, | congratulate the Marel team on the results and achievements
made in 2016 and extend our appreciation for the dedi
shareholders for their continuous commitment and support.

(7{5 oo | ded 6%%{2{7 )

Asthildur Otharsdottir,
Chairman of Marel’s Board of Director

10
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CEOES ADDRESS

GREAT YEAR

2016 was a great year for Marel. It was a year of strategic moves and solid performance with 983
million in pro forma revenue and 14.6% EBIT.

I would like to thank our customers and employees for an eventful and enjoyable year. With passion
and dedication, we are transforming the way food is processed.

The year 2016 was a great year for Marel. Our customers are setting up state- of-the- art-processing
plants in Asia, South America, North America and Europe that will enable them to offer affordable
quality food. Exciting orders were secured in Africa and the Middle-East as well. Our product portfolio is
strong and we introduced several revolutionary products to the market in 2016. Our vision is a world
where quality food is affordable and produced in a safe and sustainable way.

MAREL EXPANDS ITS MEAT OPERATIONS

After successfully simplifying our operations, organization and processes, we were ready to take the
next steps in executing our strategy of being a full line provider to the poultry, meat and fish industries.

We finalized the acquisition of MPS Meat Processing Systems at the beginning of the year, allowing
Marel to become a full-line supplier to the meat industry. In fact, we were repeating the game where we
became a full line supplier to the poultry industry with the acquisition of Stork Food Systems in 2008.
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Integration is on track with the first year's focus being on combining and cross training the sales force
and synchronizing the financial reporting. Companies can become too focused on internal issues and
lose sight of serving the customers' needs following acquisitions and during business refocusing. We
are acutely aware of this and have always emphasized the essential importance of being at-the-
customer, for-the customer while advancing our business.

From January 1, 2017, all Marel meat activities are all branded as Marel. We will take specific steps in
the coming quarters to fully integrate our businesses with a focus on after sales services and supply
chain activities.

ADVANCING FOOD PROCESSING

We have a good business model with high quality of earnings. Our revenues are well balanced
geographically and consist of greenfield projects, modernization and extension projects with a strong
backbone in our maintenance business.

The cash flow is strong and we managed to execute the acquisition of MPS without issuing any new
shares. As we are advancing the businesses of our customers, we are advancing the business of Marel
with extensive investments in our manufacturing, innovation and IT platforms. At year-end 2016, the net
debt EBITDA is x2.25 in line with the targeted capital structure.

EARNINGS PER SHARE INCREASED BY 34%

Pro forma revenues were 0983 million, compared to 819
alone. We have gradually increased the operational performance in recent years and deliver a solid
operational performance with 14.6% EBIT in 2016.

Earnings per share increased by 34% between years due to an 3 4% INCREASE IN

. . S EARNINGS PER SHARE
increased operational performance and a better utilization of BETWEEN 2015 AND 2016
the balance sheet.

EARNINGS PER SHARE
TRAILING TWELVE MONTHS, BY QUARTER

2012 2013 2014 2015 2016

Euro cents

&

¥

Throughout the year, the modernization and maintenance business remained strong while we saw
some softness in the greenfield and expansion projects at the beginning of the year. However, in Q4 we
saw the order intake at an all-time high with landmark projects for the poultry, meat and fish industries
around the globe resulting in a strong order book entering 2017.

12
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A FAST CHANGING AND DYNAMIC WORLD

Marel is the leading global provider of advanced processing systems and services to the poultry, fish
and meat industries. We are at the center point of prevailing trends in a fast changing and dynamic
world. The global population is expected to reach between 9 and 10 billion people in the next two or
three decades.

Moreover, due to urbanization and better economic prospects in general, the proportion of people
considered fAactivedo consumers is increasing at a faste

The need for solutions and services to process affordable quality food in a safe and sustainable way is
clearer than ever.

UNITED TEAM STRIVING FOR EXCELLENCE

Asaunited team, we strive for excel | Emraimisiocont®uwetovi ng ou
grow organically above market rates with focused market approach. Strong financials and an
experienced team make Marel well equipped to take on further growth through strategic acquisitions.

We are firmly committed to delivering increased value to society, customers and shareholders by
enhancing safe and sustainable food processing.

Arni Thordarson
CEO
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WHO WE ARE

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

OUR VISION

In partnership with our customers we are transforming the way food is processed.

Our vision is of a world where quality food is produced sustainably and affordably.
ONE COMPANY

United under one vision and one set of values.

UNITY INNOVATION EXCELLENCE

We are united in our success Innovation drives the value we create Excellence is what differentiates us

GLOBAL PRESENCE

With around 4,600 employees worldwide, offices and subsidiaries in some 30 countries, and a network
of more than 100 agents and distributors, Marel is in a unique position to serve its customers wherever
they may be located.

ONE COMPANY SERVING THREE INDUSTRIES

Mar el 6 s icomdineshe knowdedge, expertise, and decades of experience accumulated across
the company in each of the core industries it serves.

MAREL POULTRY

Marel offers the most complete product range and the largest installed base worldwide. Marel provides
in-line poultry processing solutions for all process steps and all processing capacities for broilers,
turkeys and ducks.

MAREL MEAT

Marel provides advanced equipment and systems to the meat industry, specializing in primary
processing, the key processes of deboning and trimming, case-ready, food service and bacon
processing.

MAREL FISH

Marel provides advanced equipment and systems for salmon and whitefish processing, both farmed
and wild, onboard and ashore.

14



(.n?arEl ANNUAL REPORT 2016

FI NANCIFAERFORMANCE

2016 was a great year for Marel. The acquisition of MPS at the beginning of the year allowed
Marel to become a full-line supplier to the meat industry. Integration is on track and the
acquisition is delivering value to customers and shareholder.

PRO FORMA REVENUE PRO FORMA EBIT* PRO FORMA ORDER INTAKE ORDER BOOK
€983 €143 €1,013 €350
MILLION MILLION MILLION MILLION

* Operating income adjusted for amortization of acquisition-related intangible assets (PPA).
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MAREL IN FIGURES

The consolidated financial accounts include the operations of MPS from February 1, 2016. Pro forma
results include the operations of MPS for the respective quarters and are presented to provide better

comparison.

COMPARISON BETWEEN 2015 AND 2016

REVENUE AND OPERATING PROFIT MARGIN REVENUE AND OPERATING PROFIT MARGIN
CONSOLIDATED FIGURES

PRO FORMA QPERATIONS

EUR million

Q3 Q4 Q1 Q2 Q3 Q4 Q Q2 Q3 Q4 Q Q3 Q4

2015 2015 2015 2015 2016 2016 2016 2016 2015 2015 2015 2015 2016 2016 2016 2016

. PRO FORMA REVENUE == PRO FORMA EBIT* AS % OF REVENUE . REVENUE == EBIT* AS % OF REVENUE

ORDER BOOK AND ORDERS RECEIVED LEVERAGE RATIO
PRO FORMA OPERATIONS NET INTEREST BEARING DEBT / PRO FORMA LTM EBITDA

350
300
250

200

EUR million

3 Q4 Q Q2 Q4 - ‘ Q2 Q3 Q4 01 Q2
- o1 ;

Q Q2 Q3

015 2015 2016 2016 2016 2016 2015 2

[N
5
o
o
c
"
[

I ORDERBOOK — ORDER INTAKE
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FROM MAREL'S CONSOLIDATED ACCOUNTS

REVENUE BY BUSINESS SEGMENT IN 2016*

@ roulTrY
@ FisH
@ wear

@ orHers

* Includes MPS for the whole of 2016

REVENUE AND EBIT
AS PERCENTAGE OF REVENUE

1,000

750

500

EUR million

250

2012 2013 2014% 2015* 2016*

. REVENUE == EBIT AS % OF REVENUE

16%

12%

8%

2%

0%

* Operating income adjusted for amortization of acquisition-related intangible assets (PPA) in 2016.

2014 and 2015 EBIT adjusted for refocusing cost and acquisition costs.

NUMBER OF EMPLOYEES BY GEOGRAPHICAL LOCATION
FTES AT YEAR END 2016

@ NETHERLANDS
® us
@ iceLanp
@ DENMARK

UK. & IRELAND
@ OTHER COUNTRIES

REVENUE BY GEOGRAPHICAL LOCATION IN 2016

@ THENETHERLANDS
@ ceLanD

@ cUROPE OTHER
@ NORTH AMERICA

OTHER COUNTRIES
EBITDA
200
150
<
8
E 100
o«
2
50 I . I
o
2012 2013 2014*% 2015% 2016
* Before refocusing and acquisition costs
RESEARCH AND DEVELOPMENT EXPENSES
75 10%
60 8%
5 4 6%
E
o
@ 30 2%
15 2%
o 0%
2012 2013 2014* 2015% 2016%

Il R&D EXPENSES = R&D EXPENSES AS % OF REVENUE

* Operating income adjusted for amortization of acquisition-related intangible assets (PPA) in 2016.

2014 and 2015 EBIT adjusted for refocusing cost and acquisition costs.
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EARNINGS PER SHARE

Euro cents

0

Results

2012 2013 2014 2015 2016

Revenue

Gross profit

Result before depreciation and amortization (EBITDA)

Result from operations (EBIT)

Net result for the period

Order book

Orders received (includes service revenue)

Order book

EARNINGS PER SHARE
TRAILING TWELVE MONTHS, BY QUARTER

Euro cents

2016
969,671
397,008
175,444
114,776

75,844

2016
1,005,997

349,526

* 2015 adjusted for refocusing costs and acquisition related costs; 2014 adjusted for refocusing costs

Cash flow statement

Cash generated from operating activities, before interest & tax

Net cash from (to) operating activities

Investing activities

Net cash from (used in) financing activities

Financial position

Total assets

Working capital

Group equity

Net debt

2016
179,017
137,140

(408,136)

220,375

2016
1,392,428
(13,304)
525,573

403,608

2 III
o

2012

2015 %
818,602
312,155
120,813

81,613

56,696

2015*
824,609

180,887

2015 *
119,739
93,652
(17,859)

(10,723)

2015 *
938,155
94,067
446,739

142,760

2013

2014 *
712,554
247,710

66,608

29,178

11,731

2014 *
754,996

174,880

2014 *
102,201
85,601
(28,395)

(55,623)

2014*
851,440
25,650
427,498

174,347

2014

2015

2013
661,536
233,644

69,444
42,909

20,620

2013
668,584

132,438

2013
80,320
64,552

(32,418)

(26,461)

2013
839,568
49,041
419,339

217,130

2016

2012
713,960
249,226

85,963
61,081

35,609

2012
650,493

125,390

2012
65,569
49,095

(37,294)

(26,486)

2012
865,128
50,076
403,748

243,242
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