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The Board of Directors' and CEQO's Report

Marel is a leading global provider of advanced equipment, systems and services for the poultry, fish, meat and further
processing industries. Marel has offices and subsidiaries in over 30 countries and a global network of more than 100
agents and distributors.

The Consolidated Financial Statements for the year 2014 comprise the financial statements of Marel hf. (“the
Company”) and its subsidiaries (together “the Group”). 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.

Operations in 2014

According to the Consolidated Statement of Comprehensive Income for 2014, the Group's operating revenue
amounted to EUR 712.6 million (2013: EUR 661.5 million), an increase of 7.7%. The result from operations, before
refocusing cost of EUR 19.6 million, was 48.8 million (2013: EUR 42.9 million), an increase of 13.7%. Profit for the
year amounted to EUR 11.7 million (2013: EUR 20.6 million). Total comprehensive income amounted to EUR 13.6
million (2013: EUR 21.8 million). In 2014 the Company expensed EUR 53.4 million (2013: EUR 44.4 million) for
research and development.

Marel bought back the right to supply service and sell spare parts for Marel equipment to customers in Denmark and
Sweden from Scanvaegt Nordic A/S. The purchase price was EUR 5.7 million and the total amount was allocated to
goodwill, as the payment primarily was related to access to specific business information.

According to the Consolidated Statement of Financial Position, the Company's assets amounted to EUR 851.4 million
at the end of 2014 (2013: EUR 839.6 million). Equity amounted to EUR 427.5 million at the end of 2014 (at year-end
2013: EUR 419.3 million) or 50.2% of total assets (at year-end 2013: 49.9%). Net interest bearing debt decreased
from EUR 217.1 million at the end of 2013 to EUR 174.3 million at the end of 2014.

In beginning of January 2015 Marel finalized an amendment and extension of its current long term financing which
includes an addition of a Junior facility of EUR 50 million. The Senior facility is now extended with final maturity in
November 2018 and the Junior facility in February 2019.The changes increase strategic and operational flexibility.

The average number of full time employees was 4,115 in 2014 (2013: 4,117). Total salaries and wages were EUR
226.1 million (2013: 210.3 million). The number of own personnel in full time equivalents decreased from 3,980 at the
end of December 2013 to 3,799 at the end of 2014. At the same time there is an increase of over 120 temporary
employees to cope with increased volume in manufacturing.

According to the Company's 2014 Annual General Meeting decision, no dividend was paid out to shareholders for the
operational year 2013. The dividend paid for the year before amounted to EUR 7.1 million or 0.97 euro cents per
share.

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.

At the end of 2014 the Company’s order book amounted to EUR 175 million (2013: EUR 132 million).

In the beginning of the year 2014 the refocusing plan of becoming simpler, smarter and faster was launched and has
proceeded according to plan during the year. The plan’s objective is to serve customers’ needs more effectively and
to reduce the annual cost base by EUR 20-25 million over the course of 2014 and 2015. The one-off cost in 2014
related to the activation of the plan amounted to EUR 19.6 million.

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 circumstances. Accordingly they continue
to adopt the going concern basis in preparing the annual report and financial statements.

The 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 3 to the Consolidated Financial Statements 2014.

Share Capital and Articles of Association

At year-end Marel’s shares totalled 735.6 million, all in one class, and unchanged from the end of 2013. Thereof
Marel holds 7.0 million treasury shares. The number of shareholders at year-end 2014 was 1,864 compared to 1,846
at the end of 2013. The ten biggest shareholders were:



Year-end 2014 Year-end 2013

Number of Number of
shares, shares,
million % million %
Eyrir Invest hf. Investment company 215.4 29.3% 215.4 29.3%
Lifeyrissjodur verzlunarmanna Pension fund 67.0 9.1% 59.3 8.1%
Grundtvig Invest A/S Investment company 61.6 8.4% 61.6 8.4%
Stefnir - IS 15 Asset management 37.9 5.2% 26.8 3.6%
Lifeyrissj.starfsm.rik. A-deild og B-deild Pension fund 34.3 4.7% 314 4.3%
Gildi lifeyrissjoour Pension fund 32.2 4.4% 36.1 4.9%
Stafir lifeyrissjéour Pension fund 20.5 2.8% 18.8 2.5%
Stapi lifeyrissjédur Pension fund 19.8 2.7% 15.2 2.1%
Stefnir - IS 5 Asset management 15.7 2.1% 145 2.0%
Sameinadi lifeyrissjédurinn Pension fund 15.3 2.1% 16.6 2.3%
Top 10 total 519.6 70.6% 495.5 67.4%
Others 216.0 29.4% 240.1 32.6%
Total issued shares 735.6 100.0% 735.6 100.0%

In 2014, Marel purchased 9.0 million shares for EUR 6.8 million to fulfil future stock option obligations, and sold 2.2
million treasury shares for a total amount of EUR 1.2 million to fulfil the employees’ stock option programme.

Stock options are granted to management and selected employees. Total granted and unexercised stock options at
end of the year 2014 were 16.8 million shares, of which 6.4 million are exercisable at the end of 2014 and the
remainder will become exercisable in the years 2015 to 2021. Further information is disclosed in note 17 to the
Consolidated Financial Statements 2014.

At the Company's 2014 Annual General Meeting, the shareholders authorised the Board of Directors to increase the
Company's share capital by 35 million shares to fulfil stock option agreements. No new shares were issued in 2014.
This authorisation applies for five years from its adoption.

The Board of Directors will propose to the 2015 Annual General Meeting that EUR cents 0.48 dividend per
outstanding share will be paid for the operational year 2014, corresponding to approximately EUR 3.5 million or 30%
of total profit of EUR 11.7 million for the year 2014, and refers to the financial statements regarding appropriation of
the profit for the year and changes in shareholders’ equity.

Corporate Governance

The Company’s corporate governance policy is based on the Guidelines on Corporate Governance issued in
December 2012 by the Icelandic Chamber of Commerce, NASDAQ OMX Iceland hf. and Confederation of Icelandic
Employers, which is in accordance with Clause 2.26 in the Rules for issuers of financial instruments on NASDAQ
Iceland issued in December 2013. In compliance with the guidelines, the Board of Directors has prepared a Corporate
Governance Statement which is distributed with the Consolidated Financial Statements 2014 and disclosed in the
Annual Report 2014.

The Board of Directors is comprised of 3 female Directors and 4 male Directors, which is in accordance with statutory
gender ratio of Boards of Directors of Public Limited Companies with more than 50 employees (ratio of each gender
shall be no less than 40%).

Candidates for the Board of Directors of the Company have to notify the Board of Directors in writing at least five full
days before the beginning of the Annual General Meeting. The Company's Articles of Association can only be
amended with the approval of 2/3 of casted votes and approval of shareholders who control at least 2/3 of the shares
represented in a legal shareholders' meeting, provided that the notification calling the meeting thoroughly informs on
such amendment and what the amendment consists in.



Statement by the Board of Directors and the CEO

According to the Board of Directors’ and CEQO’s best knowledge these Consolidated Financial Statements comply with
International Financial Reporting Standards (IFRS) as adopted by the EU and additional Icelandic disclosure
requirements for consolidated financial statements of listed companies. Further according to the Board of Directors’
best knowledge, the statements give a true and fair view of the Group’s financial position as at 31 December 2014,
operating performance and the cash flows for the year ended 31 December 2014 as well as describe the principal risk
and uncertainty factors faced by the Group. The report of the Board of Directors provides a clear overview of
developments and achievements in the Group’s operations and its situation.

The Board of Directors and CEO of Marel hf. hereby ratify the Consolidated Financial Statements of Marel hf. for the
year 2014 with their signatures.

Gardabeer, 4 February 2015

Board of Directors

Asthildur Margrét Otharsdottir
Chairman of the Board

Arnar Por Masson Ann Elizabeth Savage
Astvaldur Jéhannesson Helgi Magnuisson
Margrét Jonsdottir Olafur S. Gudmundsson

Chief Executive Officer

Arni Oddur Pérdarson



Independent Auditor's report

To the Board of Directors and Shareholders of Marel hf.

We have audited the accompanying consolidated financial statements of Marel hf., which comprise the consolidated
statement of financial position as at 31 December 2014, the consolidated statements of comprehensive income,
changes in equity and cash flows for the year then ended, and notes, comprising a summary of significant accounting
policies and other explanatory information.

The Board of Directors and CEO’s Responsibility for the consolidated financial statements

The Board of Directors and CEO are responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards as adopted by the EU, 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.

Auditors’ Responsibility

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

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

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of

Marel hf. as at 31 December 2014, and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with International Financial Reporting Standards as adopted by the EU.

Report on the Board of Directors and CEO’s report

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.

Reykjavik, 4 February 2015

KPMG ehf.

‘ Mo AN e AV

A7 9 a1 /3/ -

Kristrin H. Ingo6lfsdottir Hrafnhildur Helgadottir




Consolidated Statement of Comprehensive Income

2014 2013
Notes
Y= U= 5 712,554 661,536
Cost of sales - before refocusing COStS ..uuvviiiiiiiieiiiiiiiiiiiii e (456,757) (427,892)
FEfOCUSING COSES .1 uuunntiiiiiii i i r s eaas 6 (8,087) -
COSt Of SAIES 4 uttiiiiiie i (464,844) (427,892)
Gross profit 247,710 233,644
Selling and marketing expenses - before refocusing CoStS.......ovvvivieiiiiiiinieninians, (100,466) (95,105)
FEfOCUSING COSES .1 uuuuatteiiiiiii i i a s eaas 6 (2,569) -
Selling and marketing EXPENSES...uviviiuurreiiiiii i aaaane (103,035) (95,105)
Research and development expenses - before refocusing CoStS ......vvvvvivieiiiiinnnns, (53,407) (44,388)
(=0T o1 U T o0 1] £ 6 (2,029) -
Research and development EXPENSES ..uuiiviiisieeiiiiiie i rriieaaaaasees (55,436) (44,388)
Administrative expenses - before refocusing COSS +..uuuuirriiiiiiineiiiiiiiiniiiees, (53,171) (51,313)
=30 Y10 T I o0 1] £ 6 (6,915) -
AdMINISTratiVe EXPENSES .. uuuttetiraetesiasietessrraaanteessaaasssessaaannnressaaannnnne: (60,086) (51,313)
Other operating iNCOME / (EXPENSES) +uuuurrerirriunneerisriissreriasiiasresrrsiisreeraaannn: 25 71
Result from operations - before refocusiNg COSES...uvuuuuiriiiiiiii i ariaess 48,778 42,909
(=10 ToT U T I o0 1] £ 6 (19,600) -
Result from operations 29,178 42,909
T L 0T o0 1 £ 7 (13,248) (19,427)
L L ot oo o = 7 874 363
Net fINANCE COSES uuurriiiiiieiiiiii i a e a s araaneees 7 (12,374) (19,064)
Result before income tax 16,804 23,845
Lo ] 0 T= = 9 (5,073) (3,225)
Profit (loss) for the period 11,731 20,620
Other Comprehensive Income
Items that are or will be reclassified to profit or loss:
Currency translation differenCeS.....ovvii it 502 (1,593)
Cash flow NedgES. ...t e e 1,817 3,621
Income tax relating to cash flow hedges .....ceeieiiiiiii e (472) (828)
Other comprehensive income for the period, net of tax 1,847 1,200
Total comprehensive income for the period 13,578 21,820
Profit (loss) attributable to:
Shareholders of the COMPANY ..uvviiiiiiiiii i 11,731 20,620
Comprehensive income attributable to:
Shareholders of the COMPANY ..uvviiiiiiiiii i 13,578 21,820
Earnings per share for result attributable to equity holders of the Company during the
period (expressed in EUR cent per share):
S DSIC ettt e 10 1.60 2.81
110 10 1.60 2.79
Earnings per share for total comprehensive income attributable to equity holders of the
Company during the period (expressed in EUR cent per share):
S DASIC aiiii e 1.85 2.97
0 111 =T o 1.85 2.95

The notes on pages 10-49 are an integral part of the Consolidated Financial Statements.

Marel hf., Consolidated Financial Statements 31 December 2014
All amounts in EUR*1000 unless otherwise stated.



Consolidated Statement of Financial Position

Notes
ASSETS
Non-current assets
Property, plant and eqUIPMENt. ... ... 11
(0o 01 12
Other iNtangible @SSElS...uuii it sarannees 12
LI = (o L= (=T oT =17 o] L= 13
Deferred iNCOME taX @SSO .t uuuuettreenareeseensssssrennassassennnnassssennnssssseennnnnnsens 14
Current assets
LY=o = 15
(=070 [8Tw3110] o [ eX0] o] 1 = Uox = 16
Trade reCEIVADIES. . uuuuueeeeeeessnsnnnnsssnnnnnnnnnnnnsnnssnnnnssnsnnsssnnnnnns 13
PN c (3 1= (o R {0 oY | 18
Other receivables and prepayments .....eeeiveiieeeriiiiisiiiasiaeeraaaannees 13
Cash and cash equUIVAIENS ....ueeeiiiiiiiiii i s raanees
Total assets
EQUITY
Capital and reserves attributable to equity holders of Marel hf.
S g F= TN o o1 - | 17
LS £ F= L= 0] 1= 14110 0o 17
L L2001 =TT 17
TraNS|AtioN FESEIVE «uuuueueeeeeenenennnnnnnnnnsnnnnssssnssssnsnsssssssssssssssnssssssssssssnnnnns 17
RetaiNed EarminNgs . .ueeuiveiueeeriiiisriiari i
Total equity
LIABILITIES
Non-current liabilities
1270 1011 T 19
Deferred income tax labilities ....uveeeeeeeeseiiieii e iiaaee s rnsaeasrennnnaasseennnnananes 14
[ (0 1Y T 1 1Y 20
Derivative financial INStIUMENES ....vviiiiieeeiieee e e eiaseee s eenaaaassennnnsaaseennnnnannes 22
Current liabilities
[T oTo [WTw31T0] o [ ex0] o] 1= Uox =N 16
Trade and other Payables. .. ...t e 23
Current income tax abilitieS ..o ve e i iie et rsee e s eaaeasseennanaaseennns
1270 1011 o 19
[ (0 1Y T 1Y 20

Total liabilities

Total equity and liabilities

The notes on pages 10-49 are an integral part of the Consolidated Financial Statements.

Marel hf., Consolidated Financial Statements 31 December 2014
All amounts in EUR*1000 unless otherwise stated.

2014 2013
96,139 104,707
387,103 378,708
114,916 118,561
94 691
7,873 9,611
606,125 612,278
88,450 91,796
29,123 24,829
77,125 68,737
2,500 -
23,551 22,135
24,566 19,793
245,315 227,290
851,440 839,568
6,664 6,727
311,748 317,294
(3,974) (5,319)
(618) (1,120)
113,678 101,757
427,498 419,339
180,278 214,846
11,308 13,885
7,292 6,065
5,399 7,184
204,277 241,980
64,958 44,881
122,479 105,662
4,185 3,526
18,635 22,077
9,408 2,103
219,665 178,249
423,942 420,229
851,440 839,568
7



Consolidated Statement of Changes in Equity

Balance at 1 January 2013

Profit (loss) forthe year ......ccovvviiiiiiennnnnn,
Total other comprehensive income..............

Dividend paid ....cooeveviiiiiiiiiii,
Employee share option scheme, see note 17:

Treasury shares purchased..........ccceeunnns.
Treasury shares Sold ......ccceeiiiiiiiiiiinnnnns,
Treasury shares, transaction costS..............
Value of services provided..........cooeevennnnn,
Value of services provided released ............

Balance at 31 December 2013

Profit (loss) forthe year ......ccovvviiiinnnnnnnn,
Total other comprehensive income..............

Employee share option scheme, see note 17:

Treasury shares purchased..........coeeiunnns,
Treasury shares sold .......c.ccvvviiiiieniiiinnns,
Treasury shares, transaction costs..............
Value of services provided..........coceevennnnn,
Value of services provided released ............

Balance at 31 December 2014

Attributable to equity holders of the Company

Share Share Hedge Translation Retained
Capital premium reserve reserve earnings Total equity
6,691 317,178 (8,112) 473 87,518 403,748
20,620 20,620
2,793 (1,593) 1,200
(7,105) (7,105)
(43) (4,107) (4,150)
79 4,603 4,682
(13) (13)
398 398
(765) 724 (41)
36 116 2,793 (1,593) 14,239 15,591
6,727 317,294 (5,319) (2,120) 101,757 419,339
11,731 11,731
1,345 502 1,847
(82) (6,753) (6,835)
19 1,204 1,223
(11 (11)
208 208
(194) 190 (4)
(63) (5,546) 1,345 502 11,921 8,159
6,664 311,748 (3,974) (618) 113,678 427,498

" Includes reserve for share based payments as per 31 December 2014 of EUR 1,264 (31 December 2013: EUR

1,250).

Dividends

In 2014 no dividend for the operational year 2013 was declared. (2013 for the operational year 2012: EUR 7,105,

EUR 0.97 cent per share).

The notes on pages 10-49 are an integral part of the Consolidated Financial Statements.

Marel hf., Consolidated Financial Statements 31 December 2014

All amounts in EUR*1000 unless otherwise stated.



Consolidated Statement of Cash Flows

Cash flows from operating activities

Result from operations ......cceeviiiiiiiiiiiiiieiiiiieeeas

Adjustments to reconcile result from operations to net cash provided by operating

activities:

Depreciation and impairment of property, plant and equipment
Amortisation and impairment of intangible assets
Gain on sale of property, plant and equipment
Changes in non-current receivables .........c.covvviiiiiiiiiiiinnns
Working capital provided by / (used in) operating activities

Changes in working capital:

Inventories and production CONtractS......vvviiseeriiviinnnennnns
Trade and other receivables ......ccvvviiiiiiiiiiiiiiiiiieaans
Trade and other payables........oceeeiiiiiiiiiiiiiiiiiiiieans
L (017153 o
Changes in operating assets and liabilities

Cash generated from operating activities

TAXES PAIA +ueeeeeiiiii i i
Net Interest and fin@NCE COSES v.vvviiiiiiiiiiiiiiiiiiiiiiiiaaanans

Net cash from operating activities

Cash flows from Investing activities

ACQUISItION Of 8SSEtS...viiiieiiiiiiii i
Purchase of property, plant and equipment
Investments in intangibles .........ooviiiiiiiiiii
Proceeds from sale of property, plant and equipment
Business combinations net of cash ........ccvvveviinniiinninans

Net cash used in investing activities

Cash flows from financing activities

Purchase of treasury shares........cooevviiiiiiiiiiiiiiinennn.
Sale of treasury shares........ooeviiiiiiiiiiiiiiiiiii e
Exercise of share options ......cvvviiiiiieiiiiiiiiieiiiiiiieeaan,
Proceeds from borrowings ........oovvieeiiiiiiii e
Repayments of bOrrowings .......ovvviieiiiiiiiiiiiiiiieeeenns
Dividends Paid .. ...ueeeriiiiee i

Net cash used in financing activities

Net increase (decrease) in net cash

Exchange (loss) / gainon netcash......c.cvvviiiiieiiiiiiinnnnnnn.
Net cash at beginning of the period ..........covveiiiiiiinnnnn.

Net cash at end of the period

The notes on pages 10-49 are an integral part of the Consolidated Financial Statements.

Marel hf., Consolidated Financial Statements 31 December 2014
All amounts in EUR*1000 unless otherwise stated.

Notes

11
12

2014 2013
29,178 42,909
11,299 9,270
26,220 17,266

(96) (246)
603 1,887
67,204 71,086
21,405 22,655
(8,433) 4,140
13,977 (17,879)
8,048 318
34,997 9,234

102,201 80,320
(3,987) (2,699)

(12,613) (13,069)
85,601 64,552

- (1,488)
(4,909) (7,355)
(19,380) (24,029)
1,603 454
(5,709) -

(28,395) (32,418)

(6,846) (4,163)
1,223 4,682

- (41)

20,000 49,000
(70,000) (68,834)
- (7,105)
(55,623) (26,461)
1,583 5,673
3,190 (1,825)
19,793 15,945
24,566 19,793




Notes to the Consolidated Financial Statements

1. General information

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 as at and for the year ended 31 December 2014 comprise
the Company and its subsidiaries (together "the Group"). The Group is primarily involved in the manufacture,
development, distribution and sales of solutions for use in all major sectors of the food processing industry. All
amounts are in EUR*1000 unless otherwise stated.

The Company has its listing on the Nasdaq Iceland exchange.

The Financial Statements as presented in this report are subject to the adoption by the Annual General Meeting of
Shareholders, to be held on 4 March 2015.

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these Consolidated Financial Statements are set out
below. These policies have been consistently applied to the years presented, unless otherwise stated.

2.1 Basis of preparation

A. Statement of Compliance

The Consolidated Financial Statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRSs) 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 for issuers of financial instruments in Nasdagq in Iceland.

These Consolidated Financial Statements have been approved for issue by the Board of Directors on 4 February
2015.

B. Basis of Measurement

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

C. Functional and presentation currency

Iltems included in the Financial Statements of each entity in the Group are measured using the currency that best
reflects the economic substance of the underlying events and circumstances relevant to that entity (“the functional
currency”). The Consolidated Financial Statements are presented in Euro (EUR), which is the Group's reporting
currency. All financial information presented in Euro has been rounded to the nearest thousand.

D. Use of estimates and judgements

The preparation of the Consolidated Financial Statements in accordance with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in the process of applying the Group's
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions
and estimates are significant to the Consolidated Financial Statements are disclosed in note 4.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are
recognised in the period in which the estimates are revised and in any future period affected.

Marel hf., Consolidated Financial Statements 31 December 2014
All amounts in EUR*1000 unless otherwise stated. 10



E. Changes in accounting policies

Standards, amendments and interpretations to existing standards that are not yet effective have not been early
adopted by the Group.

The following standards have been adopted as per 2013 and have a non-material effect on the Group’s Consolidated
Financial Statements.

e |FRS 10 Consolidated Financial Statements
e |FRS 11 Joint Arrangements
e |FRS 12 Disclosure of Interest in Other Entities

The following standards and amendments to existing standards have been published and have an effective date on or
after 1 January 2014.

IFRS 9 Financial Instruments

IFRIC 21 Levies

IAS 36 Amendments Recoverable Amount Disclosures for Non-Financial Assets
IFRS 14 Regulatory Deferral Accounts

Accounting for Acquisitions of Interests in Joint Operations

Clarification of Acceptable Methods of Depreciation and Amortisation

These standards have been adopted as per 1 January 2014 and have a non-material effect on the Group’s
Consolidated Financial Statements of 2014.

The following new standard is effective for annual periods beginning after 1 January 2016; however the Group has not
early adopted the following new standard in preparing these consolidated financial statements.

e |FRS 15 Revenue from Contracts with Customers
The impact of this new standard will be investigated in 2015.
2.2 Consolidation

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.

When the Group loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary, and any
related Non-Controlling Interest (NCI) and other components of equity. Any resulting gain or loss is recognised in
profit or loss. Any interest retained in the former subsidiary is measured at fair value when control is lost.

Business combinations

The Group accounts for business combinations using the acquisition method when control is transferred to the Group.
The consideration transferred 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 profit or
loss immediately. Transaction costs are expensed as incurred, except if related to the issue of debt or equity
securities.

The consideration transferred does not include amounts related to the settlement of pre-existing relationships. Such
amounts are generally recognized in profit or loss.

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 remeasured and settlement is accounted for within equity. Otherwise, subsequent
changes in the fair value of the contingent consideration are recognized in profit or loss.

Marel hf., Consolidated Financial Statements 31 December 2014
All amounts in EUR*1000 unless otherwise stated. 11



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 consideration transferred in the business combination. This determination is based on the
market-based measure of the replacement awards compared with the market-based measure of the acquiree’s
awards and the extent to which the replacement awards relate to pre-combination service.

Transactions eliminated on consolidation

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

Transactions and non-controlling interests

Transactions that result in changes in ownership interests while retaining control are accounted for as transactions
with equity holders in their capacity as equity holders. As a result, no gain or loss on such changes is recognised in
profit or loss but rather in equity. Also, no change in the carrying amounts of assets (including goodwill) or liabilities is
recognised as a result of such transactions. This approach is consistent with NCI being a component of equity.

Associates

Associates are all entities over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for by the equity
method of accounting and are initially recognised at cost. The Group’s investment in associates includes goodwill
identified on acquisition, net of any accumulated impairment loss. See note 2.7 for the impairment of non-financial
assets including goodwill.

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

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

Dilution gains and losses arising in investments in associates are recognised in the Statement of Comprehensive
Income.

2.3 Segment information

An operating segment is a component of the Group that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Group's
other components. All operating segments' operating results are reviewed regularly by the Group's CEO and strategic
decisions are based on these operating segments. The operating structure in the Group is developing further towards
the operating segments.

2.4  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 revaluated.

Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
Statement of Comprehensive Income, except when deferred in equity as permanent loan, as qualifying cash flow
hedges and qualifying net investment hedges as explained in note 2.9. 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 recognised
immediately in the Statement of Comprehensive Income within 'Finance income' or 'Finance costs'.
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Group companies

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

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

(if) income and expenses for each Statement of Comprehensive 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

(iii) all resulting exchange differences are recognised 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 recognised in Translation
reserve. When a foreign operation is partially disposed of or sold, exchange differences that were recorded in other
comprehensive income are recognised in the profit or loss for the period as part of the gain or loss on sale.

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

In case of a non-wholly-owned subsidiary, the relevant proportionate share of the translation difference is allocated to
the non-controlling interests. 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 profit
or loss 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
non-controlling interests. When the Group disposes of only part of its investment in 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 profit or loss.

2.5 Property, plant and equipment

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

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the
item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to the profit or loss for the period during the financial 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:

— Land and BUIIAINGS........cooiiiiiiie e 30-50 years
—  Plant and MACKINEIY.......cooiiuiie et e s 4-15 years
= VENICIES & EQUIPMENT.......iiiiiiii ettt 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.

The assets’ residual values 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 is
greater than its estimated recoverable amount (see note 2.7).

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are recognised
within other operating income (expenses) in the Statement of Comprehensive Income.

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

Goodwill

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

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

Research and development

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

Patents & Trade name

Expenditure to acquire patents, trademarks and licenses (recognised as cost) is capitalised and amortised using the
straight-line method over their useful lives, but not exceeding 8 years, or 11 years in case of trademarks, with the
exception of Stork and Townsend.

Other intangible assets

Costs associated with maintaining computer software programmes are recognised 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 recognised 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;

— there is an ability to use or sell the software product;

— it can 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 capitalised as part of the software product include the software development employee
costs and an appropriate portion of relevant overheads.

Other development expenditures that do not meet these criteria are recognised as an expense as incurred.
Development costs previously recognised as an expense are not recognised as an asset in a subsequent period.
Computer software development costs recognised as assets are amortised over their estimated useful lives, which
can vary from 3 to 5 years.

Intangible assets with an indefinite use or that are not depreciated are tested annually for impairment.
2.7 Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. Non-financial assets other than goodwill that suffer impairment 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 whether there is any indication of impairment. If any 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 that are largely independent of the cash inflows of other assets or Cash Generating Units (CGU).
Goodwill arising from a business combination is allocated to CGUs or groups of CGUs that are expected to benefit
from the synergies of the combination.
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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 the risks specific to the asset or CGU.

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable amount.

Impairment losses are recognised in profit or loss. 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.

An impairment loss in 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 amortisation, if no impairment loss had been recognised.

2.8 Financial assets

Financial assets other than derivatives
The Group classifies its investments in the following categories: financial assets at fair value through profit or loss,
held-to-maturity financial assets, loans and receivables and available-for-sale financial assets.

The classification depends on the purpose for which the investments were acquired. Management determines the
classification of its investments at initial recognition.

Financial assets at fair value through profit or loss

A financial asset is classified at fair value through profit or loss if it is classified as held for trading or is designated as
such upon initial recognition. Financial assets are designated at fair value through profit or loss if the Group manages
such investments and makes purchase and sale decisions based on their fair value in accordance with the Group’s
documented risk management or investment strategy. Upon initial recognition attributable transaction costs are
recognised in profit or loss as incurred. Financial assets at fair value through profit or loss are measured at fair value,
and changes therein are recognised in profit or loss. If the Group has the positive intent and ability to hold debt
securities to maturity, then such financial assets are classified as held-to-maturity.

Held-to-maturity financial assets

If the Group has the positive intent and ability to hold debt securities to maturity, then such financial assets are
classified as held to maturity. Held-to-maturity financial assets are recognised initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition held-to-maturity financial assets are measured at
amortised cost using the effective interest method, less any impairment losses. Any sale or reclassification of a more
than insignificant amount of held-to-maturity investments not close to their maturity would result in the reclassification
of all held-to-maturity investments as available for sale, and prevent the Group from classifying investment securities
as held to maturity for the current and the following two financial years.

Loans and receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They are included in current assets, except for maturities greater than 12 months after the reporting date.
These are classified as non-current assets. The Group’s receivables comprise ‘trade receivables’ and ‘cash and cash
equivalents’ in the Consolidated Statement of Financial Position (notes 2.12 and 2.13) and are recognised initially at
fair value and subsequently measured at amortised cost using the effective interest method.

Available-for-sale financial assets

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

Regular purchases and sales of financial assets are recognised on trade-date, the date on which the Group commits
to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss. Financial assets are derecognised when the rights to receive
cash flows from the investments have expired or have been transferred and the Group has transferred substantially
all risks and rewards of ownership. Available-for-sale financial assets are subsequently carried at fair value.

Fair value measurement

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active

(and for unlisted securities), the Group establishes fair value by using valuation techniques. These include the use of
recent arm’s length transactions, reference to other instruments that are substantially the same and discounted cash
flow analysis refined to reflect the issuer’s specific circumstances.

The fair value of investments traded in active markets (such as trading and available-for-sale securities) is based on

quoted market prices at the reporting date.
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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.

Impairment of financial assets

The Group assesses at each reporting date whether there is objective evidence that a financial asset or a group of
financial assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged
decline in the fair value of the security below its cost is considered as an indicator that the securities are impaired. If
any such evidence exists for available-for-sale financial assets, the cumulative loss — measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously
recognised in profit or loss — is removed from Equity and recognised in the Consolidated Statement of
Comprehensive Income for the period. Impairment losses recognised in the Consolidated Statement of
Comprehensive Income for the period on equity instruments are not reversed through the Consolidated Statement of
Comprehensive Income for the period. Impairment testing of receivables is described in note 2.12.

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

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

2.9 Derivative financial instruments and hedging activities

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
revaluated at their fair value.

The method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged.

The Group designates certain derivatives as either:

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

(b) Hedges of a net investment in a foreign operation (net investment hedge).

The Group documents at the inception of the transaction the relationship between hedging instruments and hedged
items, as well as its risk management objectives and strategy for undertaking various hedging transactions. The
Group also documents its assessment, both at hedge inception and on an 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 Statement of Changes in Equity. The full fair value of a
hedging derivative is classified as a non-current asset or liability when the remaining hedged item is more than 12
months and as a current asset or liability when the remaining maturity of the hedged item is less than 12 months.
Trading derivatives are classified as current asset or liabilities.

(a) Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is
recognised in other comprehensive income and presented in the hedge reserve in equity. The profit or loss relating to
the ineffective portion is recognised immediately in the Statement of Comprehensive Income within Finance income or
Finance costs.

Amounts accumulated in equity are recycled in the Consolidated Statement of Comprehensive Income for the period
in the periods when the hedged item affects profit or loss.

However, when the forecast 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 and
included in the initial measurement of the cost of the asset. The deferred amounts are ultimately recognised in cost of
goods sold in case of inventory or in depreciation in case of non-current assets.
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When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting,
any cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast
transaction is ultimately recognised in the Statement of Comprehensive Income. When a forecast transaction is no
longer expected to occur, the cumulative gain or loss that was reported in equity is immediately transferred to the
Statement of Comprehensive Income within Finance income or Finance costs.

(b) Net investment hedge

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges. Any gain or loss on
the hedging instrument relating to the effective portion of the hedge is recognised in other comprehensive income and
presented in the hedge reserve in equity. The gain or loss relating to the ineffective portion is recognised immediately
in the Statement of Comprehensive Income within Finance income or Finance costs.

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

(c) Derivatives at fair value through profit or loss are accounted for at fair value through profit or loss.

Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value of any of these derivative
instruments are recognised immediately in the Consolidated Statement of Comprehensive Income within Finance
income or Finance costs.

2.10 Inventories

Inventories are stated at the lower of historical cost or net realisable value. Cost is determined using the weighted
average method and an adjustment to net realisable value is considered for items, which have not moved during the
last 12 months. The cost of finished goods and work in process comprise raw materials, direct labour, other direct
costs and related production overheads based on normal operating capacity but exclude borrowing costs. Net
realisable value is the estimated selling price in the ordinary course of business, less the costs of completion and any
applicable variable selling expenses. Costs of inventories include the transfer from equity of gains or losses on
qualifying cash flow hedges relating to production cost.

2.11 Production contracts
Production costs are recognised when incurred.

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

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

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

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

The Group presents as a liability the gross amount due to customers for contract work for all contracts in progress for
which progress billings exceed costs incurred plus recognised profits or less recognised losses.

2.12 Receivables and prepayments

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method, less provision for impairment. All trade receivables are monitored closely and aging analysis
is performed on a regular basis. Annually counterparty confirmation is performed. A provision for impairment of trade
receivables is established when there is objective evidence that the Group will not be able to collect all amounts due
according to the original terms of receivables. Significant financial difficulties of the debtor, probability that the debtor
will enter bankruptcy or financial reorganisation, and default or delinquency in payments are considered indicators
that the trade receivable is impaired. The amount of the provision is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the effective interest rate.
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The carrying amount of the assets is reduced through the use of an allowance account, and the amount of the loss is
recognised in profit or loss. When a trade receivable is uncollectable, it is written off against the allowance account for
trade receivables. Subsequent recoveries of amounts previously written off are credited in profit or loss.

2.13 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.

2.14 Share capital
Ordinary shares are classified as equity.

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

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

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

2.15 Trade payables

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

2.16 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 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 are recognized in profit or loss.

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

2.17 Borrowings

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

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

2.18 Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the Statement of
Comprehensive Income, except to the extent that it relates to items recognised directly in shareholders' equity. In this
case, the tax on this item is included in deferred taxes; the net amount is recognised in equity.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
reporting date in the countries where the Company’s subsidiaries and associates operate and generate taxable
income. Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulations are subject to interpretation and establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.
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Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the financial statements.

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

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised.

2.19 Employee benefits

Share-based compensation

The Group operates a number of equity-settled, share-based compensation plans, under which the entity receives
services from employees as consideration for equity instruments (options) of the Group. The fair value of the
employee services received in exchange for the grant of the options is recognised as an expense. The total amount to
be expensed is determined by reference to the fair value of the 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 over a specified time period). Non-market vesting conditions are included in assumptions about
the number of options that are expected to vest. The total amount expensed is recognised 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 options that are expected to vest based on the non-
market vesting conditions. It recognises the impact of the revision to original estimates, if any, in the Statement of
Comprehensive Income, with a corresponding adjustment to equity. The proceeds received net of any directly
attributable transaction costs are credited to share capital (hominal value) and share premium when the options are
exercised. The fair value of the employee share options granted is measured using the Black-Scholes formula.
Measurement inputs include share price on measurement date, exercise price of the 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 option holder
behaviour, 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
recognised in other provisions when there is no realistic alternative but 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. Based on IAS 19, only one
arrangement with regards to early retirement rights can be classified as defined benefit until the moment of settlement
expected in 2020 (VPL in the Netherlands). Two other defined benefit obligations refer to jubilee rights in the
Netherlands and the medical benefit plan in the USA. 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, in which the liabilities to the employees are based on the number of years of service and the salary
levels. A defined contribution plan is a plan to provide benefits after retirement in which an entity makes fixed
contributions to a separate entity, and legally has no constructive obligation to make further contributions. Obligations
relating to defined contribution pension plans are charged to profit or loss as employee remuneration expenses when
the contributions are payable. Contributions paid in advance are presented as assets to the extent that cash
repayment or a reduction in future contributions is available.

2.20 Provisions

Provisions for restructuring costs and legal claims are recognised when the Group has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resources will be required to settle the obligation,
and the amount has been reliably estimated. Restructuring provisions comprise lease termination penalties and
employee termination payments. Provisions are not recognised for future operating losses. The Group gives
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 recognised as a
separate asset but only when the reimbursement is virtually certain.

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 recognised as interest expense.
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A provision for guarantee commitments is recognised 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 restructuring is recognised when the Group has approved a detailed and formal restructuring plan, and
the restructuring either has commenced or has been announced publicly. Further operation losses are not provided
for. The pension provisions for defined contributions are recognised at costs.

2.21 Revenue recognition

Revenue comprises the fair value for the sale of goods and services net of value-added tax, rebates and discounts,
and after eliminating sales within the Group. Revenue from the sale of goods is recognised when significant risks and
rewards of ownership of the goods are transferred to the buyer.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and when specific criteria have been met. The amount of revenue is
considered to be “not reliably measurable” until all contingencies relating to the sale have been resolved. The Group
bases its estimates on historical results, taking into consideration the type of customer, the type of transaction and the
specifics of each arrangement.

Revenue from fixed-price contracts for delivering design services and solutions is recognised under the percentage-
of-completion (POC) method. Under the POC method, revenue is generally recognised based on the services
performed and direct expenses incurred to date as a percentage of the total services to be performed and total
expenses to be incurred.

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

2.22 Leases

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

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

In those cases where the Group is the lessor of a finance lease, the finance lease is recorded in the Statement of
Financial Position as a receivable, at an amount equal to the net investment in the lease. The finance income is
recorded in the profit or loss based on a pattern reflecting a constant periodic rate of return on the lessor’s net
investment outstanding in respect of the finance lease. Assets held by the Group for operating leases are presented
in the Statement of Financial Position according to the nature of the asset. Operating lease income is recognized in
the profit or loss over the lease term on a straight line basis.

2.23 Dividend distribution

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

Dividends are recognised when the right to receive payment is established.
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3. Financial risk management

Financial risk factors

The Group’s activities expose to financial risk consisting of market risks (interest and currency risk), credit risk and
liquidity risk.

This note presents information about the Group’s exposure to each of the above mentioned risks, the Group’s
objectives, policies and processes for measuring and managing the risk. Further quantitative disclosures are included
throughout these Consolidated Financial Statements.

Risk management framework

Risk management is carried out by a central treasury department (Group Treasury) under policies and with
instruments approved by the Board of Directors. Group Treasury identifies, evaluates and hedges financial risks in
close co-operation with the Group’s operating units. The Group’s overall risk management program focuses on the
unpredictability of financial markets and seeks to minimize potential adverse effects on the Group’s financial
performance. The Group uses derivative financial instruments to hedge certain risk exposures and does not enter into
financial contracts for speculative purposes. On a weekly basis the group Treasury and Corporate Control staff meet
with CFO to monitor the risk management process.

(a) Market risk
In November 2010, the Group entered into a EUR 350 million facilities agreement with six international banks, led by
ING bank, Rabobank and ABN Amro. Marel amended and extended this facilities agreement with the consortium with
effective date 14. March 2014, while the terms and conditions generally remained in line with Loan Market Association
(LMA) corporate standards. The key amendments were:

e The facility was extended by one year with final maturity in November 2017

e Initial interest terms EURIBOR/LIBOR +250 bps for the facility depending on leverage.

The Group has a financing structure which can accommodate the Group’s financing requirements till 2016 with USD
and EUR borrowings matching the Group’s exposure in these currencies to a large extent.

(i) Foreign exchange risk

The Group operates internationally and is exposed to currency risk arising from mainly the USD and GBP, primarily
with respect to the EUR, as the EUR is the Group’s reporting currency. With regards to the ISK only a fraction of a
percentage of revenues is denominated in ISK, while around 6.3% (2013: 6.6%) of costs is in ISK. Financial exposure
is hedged in accordance with the Group’s general policy and within set limits. The Group monitors foreign exchange
risk arising from commercial transactions, recognized assets and liabilities (transaction risk) that are determined in a
currency other than the entity’s functional currency. Derivative hedging is applied if the exposure is outside of the risk
tolerance band on a consolidated basis. Currently all exposures are within risk tolerance and the group has no FX
derivatives in place. Currency exposure arising from net assets of the Group’s major foreign operations (translation
risk) is managed primarily through borrowings denominated in the relevant foreign currencies as the policy is to apply
natural exchange rate hedging where possible. Economic risk is defined as the extent to which currency fluctuations
can alter a company’s future operating cash flows, that is future revenues and costs. Economic risk is not hedged.

The year end and average rates used for the currencies mentioned above are:

Year-end Average  Year-end Average
rate 2014  rate 2014  rate 2013  rate 2013

EUR/USD ....itiiiiiiiiii i, 1.2156 1.3293 1.3768 1.3283
EUR/GBP ....ctiiiiiiiiiiii s 0.7826 0.8066 0.8350 0.8493

The following table details the Group's sensitivity of transaction and translation risk to a 10% increase and decrease
in the EUR against the relevant foreign currencies. 10% is the sensitivity rate used when reporting foreign currency
risk internally to key management personnel and represents management's assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the period-end for a 10% change in foreign currency rates. The
sensitivity analysis includes external loans as well as loans to foreign operations within the Group where the
denomination of the loan is in a currency other than the functional currency of the lender or the borrower. A positive
number below indicates an increase in profit or equity where the EUR strengthens 10% against the relevant currency.

For a 10% weakening of the EUR against the relevant currency, there would be a comparable impact on the profit or
equity, and the balances below would be opposite.
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2014 2013

usD GBP UsD GBP

impact impact impact impact

Profit OF (I0SS) vvvueninieieieree e (753) (732) (682) (856)

EQUITY «uvvie i - - - -

Finance Capitalised
lease finance Other
Liabilities in currency recorded in EUR in 2014 liabilities charges borrowings Total
Liabilities in DKK ....cuieieieieiiii e e e e - - - -
LiabilitiesS iN EUR ... e e e e - (2,802) 105,000 102,198
LiabilitieS iN USD ... e e e aes - (1,185) 97,894 96,709
Liabilities in other CUMTENCIES ......oviviviiiiiiiii e 6 - - 6
6 (3,987) 202,894 198,913
CUITENE MALUMES «.eueeieieeieeie et e e e e s e s e e e e e s s e eenenns, - 1,365 (20,000) (18,635)
6 (2,622) 182,894 180,278
Finance Capitalised
lease finance Other

Liabilities in currency recorded in EUR in 2013 liabilities charges borrowings Total
Liabilities i DKK ....cuiiieieeeiieee e e e ee e e 90 - 3,221 3,311
Liabilities iN EUR ....cuieieieiiiciiiee e e e e e eea - (2,991) 139,500 136,509
LiabilitieS iNUSD ... e e e e e 107 (1,104) 98,053 97,056
Liabilities in other CUMTENCIES .....covvieiiiiiiii e aes 47 - - 47
.......................................................................................... 244 (4,095) 240,774 236,923
CUITENE MALUIES «.eueaitieeeee et e et e e s e e e e e e e s s s e s eeaenns (220) 1,365 (23,222) (22,077)
24 (2,730) 217,552 214,846

(i) Cash flow and fair value interest rate risk

The Group is exposed to interest rate risk on borrowings. Borrowings issued at variable rates expose the Group to

cash flow interest rate risk. Borrowings issued at fixed rates expose the Group to fair value interest rate risk. The risk
is managed by maintaining a mix between fixed and floating interest rate on borrowings. Generally the Group raises

long term borrowings and pays a floating interest rate. To hedge the resulting cash flow interest rate risk the group

uses interest rate swaps, where it pays a fixed interest rate and receives a floating interest rate. The floating rates are
fixed on a quarterly basis. The Group adopts a policy of ensuring that between 50 — 70% of its exposure to changes in
interest rates on core debt is hedged with an interest rate swap with a maximum maturity of 5 years. Presently around
32% (2013: 41%) of the core debt has floating interest rates and the rest is fixed. As at reporting date a total of EUR

138.0 million (2013: EUR 131.0 million) floating rate liabilities were swapped into fixed interest rates. The weighted

average fixed rate of the interest swaps currently is 2.80% (2013: 2.80%).

In 2008 the company started applying Cash flow hedge accounting to hedge the variability in the interest cash

outflows of the 3 months EURIBOR/LIBOR Senior Secured Floating Rate Notes. Throughout the year 2014 as well as
per year end the cash flow hedge accounting relationships were effective. The amounts deferred in equity at year-end

are expected to affect interest costs within the coming 3 years.

At year-end 2014, if EURIBOR interest rates had been 25 basis points higher/lower with all other variables held
constant, post-tax profit for the year would have been EUR 62,5 (2013: EUR 149) lower/higher.
At year-end 2014, if US LIBOR interest rates had been 25 basis points higher/lower, with all other variables held
constant, post-tax profit for the year would have been EUR 101 (2013: EUR 118) lower/higher.

Among the actions taken to monitor the interest rate risk are stress tests to establish sensitivity to possible

movements in rates and how they might affect the Group's results.
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(iii) Capital Management

The Board of Directors’ policy is to maintain a strong capital base in order to maintain investor, creditor and market
confidence and to sustain future development of the business. The Board monitors on leverage, defined as Net Debt
divided by EBITDA, as well as on the return on capital, which the Group defines as result from operations divided by
total Equity. The Board also monitors the level of dividends to ordinary shareholders.

The Board'’s target is to arrange for maximum 6% of total share capital for shares held by employees of the Group
under the stock option plans. At present employees will hold 2.30% (2013: 2.47%) of the shares, assuming that all
outstanding share options vest and / or are executed.

The Board seeks to maintain a balance between the higher returns on equity that might be possible with higher levels
of borrowings and the advantages and security of a sound capital position. The Group uses the leverage ratio in their
approach to capital management.

The Group's debt to adjusted capital ratio at the end of the reporting period was as follows:

2014 2013
LI €= U o {0 11T o PPN 198,913 236,923
Cash and cash eqUIVAIENES ........iiiuiii e (24,566) (19,793)
Net Interest Bearing DeDt ... ... e e 174,347 217,130
101 = U o 1 427,498 419,339
HEAQE RESEIVE .. e ittt e et e s e e e ettt e a s e s e e s e a e e raanaaraenens 3,974 5,319
Yo [0S (= To I OF=T o] - | PR 431,472 424,658
Debt to adjusted Capital FatI0 ......ivveiuieieieriiii s 0.40 0.51

From time to time the Group purchases its own shares in the market; the timing of these purchases depends on the
requirement to settle employee’s stock option exercises. Primarily the shares are intended to be used for issuing
shares under the Group's share option plans. Buy and sell decisions are taken by the Board of Directors. Based on a
motion approved in the Annual General Meeting of shareholders, the Board of Directors can acquire up to 10% of its
own shares at a price which is not higher than 10% over and not lower than 10% under the average price of shares in
the Company for the two weeks immediately preceding the acquisition.

(iv) Insurance

The Group maintains global and local insurance programs. The coverage comprises property damage, business
interruption, general and product liability, marine cargo/mounting, directors’ and officers’ liability, employers practice
liability, business travel and accident. The Group believes that its current insurance coverage is adequate.

(b) Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty fails to meet its contractual
obligations. Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with
banks and financial institutions, as well as credit exposures to customers, including outstanding receivables and
committed transactions. The credit quality of the customer is assessed, taking into account its financial position, past
experience and other factors. Each customer has a set credit limit and the utilization of the credit limit is regularly
monitored.

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

Carrying amount

2014 2013
Trade reCeIVADIES .. . iuiei i 77,219 69,428
Other receivables and PrePayMENTS ........c. v ieie it e e e e e eananns 23,551 22,135
Cash and Cash EQUIVAIENES ........cuiuieiiii ettt e e e e e e e e e eenanns 24,566 19,793

125,336 111,356

No credit limits were exceeded during the reporting period, and management does not expect any losses from non-
performance by these counterparties.
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The Group has no significant concentrations of credit risk. The Group has policies in place to ensure that sales of
products and services are made to customers with an appropriate credit history and products are not delivered until
payments are secured. The Group establishes an allowance for impairment that represents its estimate of incurred
losses in respect of trade and other receivables (see also note 2.12.).

Marel has banking relations with a diversified set of financial institutions around the world, including one Icelandic
bank. The Group has policies that limit the amount of credit exposure to any one financial institution and has ISDA
agreements in place with counterparties in all derivative transactions.

(c) Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. Prudent liquidity risk management implies
maintaining sufficient cash and committed credit facilities to give reasonable operating headroom. Due to the dynamic
nature of the underlying businesses, the Group aims to maintain flexibility in funding by maintaining availability under
committed credit lines. The Group has EUR 100 million of committed ancillary facilities, which can be used both as a
revolver and to issue guarantees for down payments. At year end the Group had drawn EUR 3.3 million (2013: EUR
29.0 million) on the revolver and issued EUR 17.3 million (2013: EUR 13.9 million) of guarantees under the facility,
therefore the total usage is EUR 21.6 million (2013: EUR 42.9 million), leaving a headroom of EUR 78.4 million (2013:
EUR 57.1 million). All facilities are subject to operational and Consolidated Statement of Financial Position covenants
(interest cover and leverage). At the end of 2014 there is sufficient headroom.

Cash flow forecasts are done at the local levels and monitored by Group Treasury. Group liquidity reports are viewed
by management on a weekly basis. The Group has a notional cash pool with the aim of making better use of the
Group cash position and to further decrease the amount of idle cash.

The table below analyses cash outflows per maturity group based on the remaining period at reporting date to the
contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows.

Lessthan1 Between 1 Over 5
At 31 December 2014 year and 5 years years
1270747001 o PPN 18,635 180,272 -
INtEreSt ON DOMTOWINGS . vvvieieiiiei et st r e s e e e e s e s s s e na e e e eaeaenes 5,200 8,437 -
Finance lease liabilities ........coiieieieiiiii e - 6 -
Trade and other payables ........cooviiiiiiiiii 122,478 - -
INTEIESE FALE SWAPS 1.euereieisininiitrs et s e e e e r s s e s s aeaenes 3,380 2,258 -
Total 149,693 190,973 -
At 31 December 2013
12T 0111 s o PP 21,857 214,822 -
INEErESE ON DOITOWINGS .vvvvveneeeeereeereataeseeeseeerasaasseeeseresssanseeeseseesranaeseeeseees 7,272 11,310" -
Finance lease liabilities ........cueeieieiiie e 220 24 -
Trade and other payables ........coviiiiiiiii 105,662 - -
INTEIESE FALE SWAPS .euereieisininittrs st st s s e e e e s et e s s aeaenes 2,885 4,633 -
Total 137,896 230,789 -

*) This number has been restated in order to enable correct comparison to 2014 numbers.

Fair value estimation

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss, and
the Group does not designate derivatives (interest rate swaps) as hedging instruments under a fair value hedge
accounting model (references made to note 22). Therefore a change in interest rates at the reporting date would not
affect profit or loss.

Fair value vs. carrying amount

The fair value of borrowings equals their carrying amount, as the impact of discounting is not significant. The fair
values are based on cash flows discounted using a rate based on the borrowings rate of 4.45% (2013: 4.68%).

The weighted average interest rate on borrowings in 2014, including effect of floating to fixed interest rates swaps is
4.45% (2013: 4.68%).
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The fair value of the finance lease liabilities equals their carrying amount, as the impact of discounting is not
significant. The fair values are based on cash flows discounted using a rate based on the average interest rate of
4.0% (2013: 7.90%).

The fair values of financial assets and liabilities, together with the carrying amounts shown in the Statement of Financial
Position, are as follows:

Fair value- Other Total
hedging Loans & financial carrying

2014 Note instruments receivables liabilities amount  Fair Value
Cash and cash equivalents ...........coviiiiiiiiinei e - 24,566 - 24,566 24,566
ReCeIVaDIES ....viiee 13 - 100,770 - 100,770 100,770
- 125,336 - 125,336 125,336
Interest rate swaps used for hedging ..........coevvviiiiiiiininnnns 22 (5,399) - - (5,399) (5,399)
Secured bank [0aNS ......cccuvviiiiiiii 19 - - (198,913)  (198,913)  (198,913)
Finance lease liabilities ..........cocveiiiiiiiiiieea 19 - - (6) (6) (6)
Trade and other payables ..........coveviiiiiiiiii s 23 - - (122,479) (122,479) (122,479)
(5,399) - (321,398)  (326,797)  (326,797)

2013
Cash and cash equivalents .......ccccveiiiiiiiiiin s - 19,793 - 19,793 19,793
RECEIVADIES ... 13 - 91,563 - 91,563 91,563
- 111,356 - 111,356 111,356
Interest rate swaps used for hedging ..........cocovvieiiiiiinienennns 22 (7,184) - - (7,184) (7,184)
Secured bank [0aNS ......coeuveiiiiiiii 19 - - (236,679) (236,679) (236,679)
Finance lease liabilities ..........cooviviiiiiiii 19 - - (244) (244) (244)
Trade and other payables..........ccoovviiiiiiiiiiii 23 - - (105,662) (105,662) (105,662)
(7,184) - (342,585)  (349,769)  (349,769)

The Group measures fair values using the following fair value hierarchy that reflects the significance of the inputs
used in making measurements:

Level 1:

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

Level 2:

The fair value of financial instruments that are not traded in an active market is determined by using valuation
techniques. The Group uses a variety of methods and makes assumptions that are based on market conditions
existing at each reporting date. These valuation techniques are based on observable inputs, either directly (i.e. as
prices) or indirectly (i.e. derived from prices). Derivatives are valued by independent third party based on market
conditions, which takes into account CVA and DVA corrections.
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Level 3:
Valuation techniques using significant unobservable inputs.

The table below analyses financial instruments, measured at fair value at the end of the reporting period, by the level
in the fair value hierarchy into which the fair value measurement is categorised:

At 31 December 2014 Level 1 Level 2 Level 3 Total
Derivate liabilities held for risk management..........cooviiiiiiiiiiiiii - 5,399 - 5,399

At 31 December 2013
Derivate liabilities held for risk management..........ccooviiiiiiiiiiiii s - 7,184 - 7,184

No financial instruments were transferred from Level 1 to Level 2, or from Level 2 to Level 3 of the fair value
hierarchy.
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4. Critical accounting estimates and assumptions

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

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

(a) Estimated impairment

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy
stated in note 2.7. The recoverable amounts of cash-generating units have been determined based on value-in-use
calculations. These calculations require the use of estimates (note 12).

The Group tests annually whether financial assets have suffered any impairment, in accordance with the accounting
policy stated in note 2.8. The recoverable amounts of cash-generating units have been determined based on value in
use calculation. These calculations require the use of estimates.

(b) Income taxes

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

(c) Fair value of derivatives and other financial instruments

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

(d) Capitalised development cost

The recoverability of the capitalised development cost is tested regularly, to verify if expected future economic
benefits justify the values captured in the intangible fixed assets. The Group uses discounted cash flow analysis for
this purpose.

(e) Revenue recognition

The Group uses the percentage-of-completion method in accounting for its revenues for production contracts. Use of
the percentage-of-completion method requires the Group to estimate the stage of completion to date as a proportion
of the total work to be performed.

In the following table the book values of the assets and liabilities which include an element of estimation are disclosed

2014 2013

Assets Liabilities Assets Liabilities
10T T 1 387,103 - 378,708 -
Other iNtangible @SSEtS ....cuveieiiieii e e aaas 114,916 - 118,561 -
Current and deferred iINCOME tAXES ....viuiuiuiiiiieiiiieieir e aeeaaaaas 7,873 15,493 9,611 17,412
FinanCial INStrUMENES. ...v ittt e r e e e e eeaes - 5,399 - 7,184
Assets & liabilities held for Sale .....ouviiiiii 2,500 - - -
LT oTo [WToa 1T g [ ot0] 011 = Lo: =T PP 29,123 64,958 24,829 44,881
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5. Segment information

Operating segments

The segments comprise the core industries, which form the basis for managerial decision taking. The following
summary describes the operations in each of the Group’s reportable segments.

Poultry processing: Our Stork Poultry Processing product range offers integrated systems for processing broilers,
turkeys and ducks.

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

Meat processing: Our Meat Industry Centre specializes in the key processes of deboning and trimming, case ready,
food service and bacon processing.

Further processing: Marel offers an extensive range of products for portioning, coating, heat treatment and sausage-
making under the brand name of Townsend Further Processing.

The 'Others' segment includes the holding companies as well as any revenues, result from operations and assets
which do not belong to the core industries.

The reporting entities are reporting their revenues per operating segment based on the industry for which the
customer is using Marel’'s product range. Therefore inter-segment revenues do not exist, only intercompany revenues
within the same segment.

Results are monitored and managed at the level of the identified operating segments, up to the result from operations.
Decisions on Tax and Financing structures are taken on corporate level; therefore no financial income and expenses
nor tax are allocated to operating segments. The measure of profit or loss per operating segment is provided as result
from operations and finance costs and taxes are reported in the column Total.

Intercompany transactions are entered into under at arm’s length terms and conditions, comparable to those available
to unrelated parties. Information on liabilities per operating segment is not provided to the chief operating decision
maker and as such not included in this disclosure

The segment information for the period ended 31 December 2014 is as follows:

Further

Poultry Fish Meat Processing Others Total

Third Party REVENUES .......oviiniiiieiiiiiiiiieeeeeeaene 376,357 111,655 122,047 89,574 12,921 712,554
Result from operations before refocusing costs........ 45,202 6,391 (2,592) (153) (70) 48,778
REfOCUSING COSES . vuvniiiniiiiieie e, (19,600)
Result from operations .......cooeivieiiiiiiieiieeeenen, 29,178
Finance Costs - Net ....ccvviiiiiiiiii e, (12,374)
Result before income tax 16,804
INCOME tAX e ueuenieieeii et eeen, (5,073)
Profit (loss) for the period 11,731
ASSELS Lt 523,649 85,371 96,138 94,788 51,494 851,440
Depreciation and amortisation ...........ccceieveieieinienenen, (12,564) (5,863) (8,070) (7,144) (3,878) (37,519)
Of which Impairments........c.coooviiiiiiii, (363) (469) (2,475) (370) - (3,677)
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The segment information for the period ended 31 December 2013 is as follows:

Further

Poultry Fish Meat Processing Others Total
Third Party REVENUES .....civviiiiiiiiiiiin e, 338,517 106,150 105,065 99,086 12,718 661,536
Result from operations ........c.ovvviiiiiiiinniin, 44,519 (1,041) (2,168) 2,069 (470) 42,909
Finance COStS - Net ...iuvvieiiiiiiii e, (19,064)
Result before income tax........c.ovviviiiiiinniiien, 23,845
[ [gTe0] 0 4 (S = b PP (3,225)
Profit (loss) for the period 20,620
ASSEES 1ttt 497,087 95,633 95,729 99,247 51,872 839,568
Depreciation and amortisation ..........c..cvveveiiiininnenennn, (9,798) (3,771) (3,475) (6,133) (3,359) (26,536)

" The assets at 31 December 2013 were restated to reflect the correct allocation of goodwill to the segments.
Geographical information
The Group’s four operating segments operate in four main geographical areas, even though they are managed on a

worldwide basis. The home country of the Group is Iceland. The two main operating companies are located in Iceland
and the Netherlands; however, these companies realize most of their revenues in other countries.

Revenues, allocated based on country where the customer is located. 2014 2013
o= F= U o PP 7,757 6,020
LI I VL= =T = Vo PPN 15,413 23,980
L0100 1= 0] 1 =T PPN 286,680 271,370
[N Lo (g1 =T o PP 180,604 174,873
(@1 a =T oo U 311 =T PPN 222,100 185,293

712,554 661,536

Total assets

(1071 =T To 1R PP PPRPRN 139,511 146,902
LI NN (= =T = Vo S 417,936 419,484
LT 00 0 T= 0] 1 =T PP 124,359 119,288
LN T g T 4 1= o7 116,484 109,866
(@13 T=T oo U 311 =T PPN 28,585 24,235

826,875 819,775

Total assets exclude the Group’s cash pool which manages the Group’s cash at central level.

Capital expenditure

= F= U o 6,227 6,467
The NEENEIANAS. .. e e ettt e et e e e e e e s e e e e e et e e anea s e eanenens 10,021 16,008
TN o] o T @] 1 =T PP 6,008 5,861
[N Lo (g1 =Y o7 PP 1,292 2,140
(@713 T=T  oTo U 311 =T PPN 741 909

24,289 31,385
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6. Refocusing costs

In the Consolidated Statement of Comprehensive Income and Note 5 Segment information, refocusing costs are
shown separately in order to give transparency on the ordinary business, excluding these costs. Refocusing costs are
defined as the costs in relation for the Smarter, Simpler Faster program of the Group. This program started in January

2014 with the following goals:

e Combine business units that serve the same customer needs and rely on the same technical capabilities.

e Optimize manufacturing footprint to balance utilization of resources within the company.

The refocusing costs consist of:

2014

Streamlining Sales, Service, Innovation and AdMINISTrAtION ... ...t sraeraraas 6,455
Manufacturing and Product portfolio OptimiZation ..........v.veeiuiiiiiiiiii e 9,583
(O 11 g [=T o013 £ PP 3,562

19,600
By nature of cost:

2014

Personnel related (severance, OUPIACEMENE) ..u.u.uuiuiuieieiii it e s e 10,788
(R (oTor= o] g I o101 Lo [Tg Vo TN =1 = L= PP 1,959
Depreciation and amortisation (inCluding iMPaIrMENTS) .......uvuiuiuiiiiiiie s e 2,630
L o] o0 L] 4,223

19,600
Of the EUR 19.6 million total refocusing costs EUR 7.0 million is related to refocusing provision.
7. Net finance costs
Finance costs: 2014 2013
INErESt ON DOITOWINGS ... .eteieii ettt e e e e e e et a et e e e a s e e e ea e (10,801) (12,213)
INtErest 0N fiNANCE IEASES ....uu i it e e e e e e e e e e e 5) (20)
Other finance expenses (2,442) (2,354)
Net foreign exchange transaction I0SSES .......vuiuiiiiiiiiiii e - (4,840)
SuUbtOtal FINANCE COSES ... iuititiiiiii ettt e e eaeas (13,248) (19,427)
Finance income:
L] ST =TS 0 T 1T 153 363
Net foreign exchange transaction QaiNS.........c.iuieiinieiiiie e e a e e a e 721 -
Subtotal FiNANCE INCOME ...viiuiiiiiiiiiii e e 874 363
NEE FINBNCE COSIS . tutuiuititineaet ittt ettt et e ettt e e e s e e e e et e eata s e e e e a et e aaaareenanenenes (12,374) (19,064)

The other finance expenses consist of amortisation of capitalised finance charges, amounting to EUR 1,343 (2013:
EUR 1,379), guarantee and commitment fees, amounting to EUR 885 (2013: EUR 775) in addition to other finance

related costs.
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8. Staff costs

2014 2013

SalANIES AN WAGES .. e tueninitieiei ettt et e e et e e e e e et e s e e e e et a e eaeas 226,073 210,254
LR LE] L= I =) (01T 4 ET = PPN 25,907 24,023
Expenses related to equity-settled share-based payments .........ccvvvviiiiiiiiiiiinini e 208 398
[ R A (= 1= LT Ao 1] £ PPN 15,876 15,766
268,064 250,441

COSE Of SAIES 11uivnitiiiiii e 133,798 121,445
Selling and Marketing EXPENSES .....u.uuiuiuieieieieee et r s e eeasn e e e ranraraenens 60,592 55,705
Research and development EXPENSES ......vuvuiu it e st ra e eeae e e 35,861 36,632
AdMINISrAtIVE EXPENSES. e e ettt ettt s e e e e e ra it s st e s st s se e ra s s ssranaaes 37,814 36,659
268,065 250,441

Average number of Full Time Equivalents 4,115 4,117

") This number has been restated in order to enable correct comparison to 2014 numbers, including contract workers
in Iceland.

9. Income tax

2014 2013

LT = 31 -G (5,929) (3,350)
[0 1= (=T I - S 856 125
(5,073) (3,225)

The tax on the Group's profit before tax differs from the theoretical amount that would arise using the weighted
average tax rate applicable to profits of the consolidated companies as follows:

Reconciliation of effective income tax 2014 2013

% %
Result before iINCOMEe taX.....vvvviiiiiiiiiiiiii i 16,804 23,845
Income tax using Iceland rate .......ccevvviiiiiiiiiiiiiiie e (3,361) 20.0 (4,769) 20.0
Effect tax rates in other jurisdictions .........cccevvviiiiiiinniiiiiinnnss (3,043) 18.1 (2,376) 10.0
Weighted average applicable taX.......cvvvviiieeiiiiiieniiiinnass (6,404) 38.1 (7,145) 30.0
FX effect Iceland......cvvviiiuiiiiiiiii i raeees 67 (0.4) 230 (2.0)
R&D taXx INCENLIVES +uvvviiiiineeeiiiiiesiie e asiee s naaiannees 2,086 (12.4) 2,687 (11.3)
Permanent differenCces ...ovveeeiiiiiiiiiiiiii e 972 (5.8) 249 (1.0)
Tax [0Sses (UN)reCOgNISEd .. .vvvuereriiiiieeriiiiieeniiinneeaas (1,229) 7.3 (24) 0.1
(Impairment)/reversal of tax I0SSES....cvvvieriiiiiiriiiiiiaiaas (487) 2.9 484 (2.0)
Effect of tax rate Changes ......cvvviiiiiiiiiiiii i 201 1.2) 124 (0.5)
OtherS oo e (279) 17 170 (0.7)
Tax charge included in the profit or loss for the period (5,073) 30.2 (3,225) 13.5
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10. Earnings per share

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

Basic earnings per share (EUR cent per share) 2014 2013
Net profit (loss) attributable to Shareholders ....... ..o e 11,731 20,620
Weighted average number of outstanding shares in issue (thousands)...........cocvvvviiiiiniiinininnnns, 733,687 733,741
Basic earnings per share (EUR cent per Share)........couevuiiiiiiiiiiiiiniiiiise e 1.60 2.81

The diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares. The Company has one category of dilutive
potential ordinary shares: share options. For the share options a calculation is done to determine the number of
shares that could have been acquired at fair value (determined as the average annual market share price of the
Company’s shares) based on the monetary value of the subscription rights attached to outstanding share options. The
number of shares calculated as above is compared with the number of shares that would have been issued assuming
the exercise of the share options.

Diluted earnings per share (EUR cent) 2014 2013
Net profit (loss) used to determine diluted earnings per share ..........ccovoveiiiiiiiiiiiii e, 11,731 20,620
Weighted average number of outstanding shares in issue (thousands)...........cccvevviiiiieiiinnnnns, 733,687 733,741
Adjustments for share options (thOUSANAS)........ciuieieiiiiiii e 1,642 5,119
Weighted average number of outstanding shares for diluted earnings per share (thousands)......... 735,329 738,860
Diluted earnings per share (EUR CENL) ......uueuiuiuiiiiiiieieieee et e e s e s eee s en e s s s areneenen 1.60 2.79
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11. Property, plant and equipment

At 1 January 2013

[0 ]
Accumulated depreciation .......ivvvieieeiiiiiiiiia,
Net book amount ....oviiiiiiiii i

Year ended 31 December 2013

Opening net book amount ........evviiiiiiieriiiiieeennn.
Exchange differences .......ccevviiiiiiiiiiiiiiiiiiinnn
AdAItIONS waveiiiiiii i
DiISPOSAIS wvviiiiiiiniiiii
Reclassification to intangible assets
Depreciation charge .......cccevviviiiiieiiiiiiiinnans
Closing net book amount.......ccevviiiiiieiiiiiieeeanns

At 1 January 2014

[0 ]
Accumulated depreciation .........coviiiiiiiiiiiiiiiiiinn.
Net book amount .....iiiiiiiiiiii i iiieie e neea e eeanas

Year ended 31 December 2014

Opening net book amount .......eevviiiieeeniiiiineennnn.
Exchange differences .......ccovviiiiiiiiiiiiiiiiiinnnns
AdItIONS +oviuieiiiii
DiISPOSAIS .eviiiiiiniieriiiii s
Assets held for sale.....cvvvveiiiiiiiiiiiiii
Impairment charge........ovviiiiiiiiiiic s
Depreciation charge .......coeevviiiiiiiiiiiiiiinna,
Closing net book amount.......ccevvviiiiieeiiiiiineeninn.

At 31 December 2014

Accumulated depreciation ........ooveeiriiiiiiieeiiiaa.
Net book @amount .....coeeviieiiiiiiiiii

Land & Plant & Vehicles &
buildings machinery equipment Total
115,433 65,434 47,370 228,237
(33,076) (48,647) (38,480)  (120,203)
82,357 16,787 8,890 108,034
82,357 16,787 8,890 108,034
(602) (118) (203) (923)
1,055 4,604 1,696 7,355
- (116) (262) (378)
- - (111) (111)
(3,059) (3,423) (2,788) (9,270)
79,751 17,734 7,222 104,707
115,497 66,693 44,767 226,957
(35,746) (48,959) (37,545)  (122,250)
79,751 17,734 7,222 104,707
79,751 17,734 7,222 104,707
1,262 436 133 1,831
2,876 787 1,246 4,909
(894) (228) (387) (1,509)
(2,500) - - (2,500)
(2,199) (103) (213) (2,515)
(3,015) (3,444) (2,325) (8,784)
75,281 15,182 5,676 96,139
115,049 66,342 42,272 223,663
(39,768) (51,160) (36,596)  (127,524)
75,281 15,182 5,676 96,139

Depreciation of property, plant and equipment analyses as follows in the Consolidated Statement of Comprehensive

income:
2014 2013
(01 ) - 11 5,511 5,675
Selling and Marketing EXPENSES. .. u it etiriit ettt rrria e ras it taaaasressaraaanaeesans 685 853
Research and development EXPENSES . .uutiiiietetiiiiiee it as s saaaareeeaaaaan: 422 450
AdMINISTratiVe EXPENSES & .ttt s s s s s s s s s s s s s s s s s s s s ss s s s s s saaasasaasaaaaaaassasasasssssnnns 2,166 2,292
8,784 9,270

In January 2014 all mortgages previously included in interest bearing debt were repaid to full (2013: EUR 3,221), after

which no debt is secured against a pledge on the group’s real estate (2013: EUR 5,412).

The carrying amount of the assets recognised under finance lease is EUR 121 (2013: EUR 460).

The official valuation of the insurance value of real estate is not material different than the book value included in the

Condensed Consolidated Statement of Comprehensive income.

Marel hf., Consolidated Financial Statements 31 December 2014
All amounts in EUR*1000 unless otherwise stated.

33



12. Intangible assets

Developm. Patents & Other Total other

Goodwill costs Trade name Intangibles Intangibles
At 1 January 2013
L0 L] 379,984 103,575 50,985 19,187 173,747
Accumulated amortisation .........oeviiiiiiiiiiiiiiiii - (38,143) (16,051) (6,774) (60,968)
Net book @amount .....oveeiiiiiiiiiiiii 379,984 65,432 34,934 12,413 112,779
Year ended 31 December 2013
Opening net book amount ......eeeviiiiiieiiiii e 379,984 65,432 34,934 12,413 112,779
Reclassification from tangible assets ........cooeveviiiiiinnnnnnn. - - - 111 111
Exchange differences ......cccevviiiiiiiiiiiiiiiiiieni (1,276) (440) (626) (26) (1,092)
AdItIONS +oineeiie i e - 21,484 - 2,545 24,029
Reclassification .....ueeviiiiiiiiiiiiiiiii - (654) 556 98 -
Amortisation Charge ....ovveeeeiiiiiiiiii e - (10,915) (3,534) (2,817) (17,266)
Closing net book amount.....c.eeeeiiiiiii i iiaees 378,708 74,907 31,330 12,324 118,561
At 1 January 2014
L0 L] 378,708 122,537 50,512 22,792 195,841
Accumulated depreciation ........covviiiiiiiiiiiiiiiiiiiiiia, - (47,630) (19,182) (10,468) (77,280)
Net book @amount ....vveeiiieiiiiii i 378,708 74,907 31,330 12,324 118,561
Year ended 31 December 2014
Opening net book amount ......eevviiiiieriiiiii e 378,708 74,907 31,330 12,324 118,561
Business CombiNation .....cueeeeriiiiie i aniiaeeeenas 5,709 - - - -
Exchange differences ...oovvvviiiiiiiiiiiiiiiiinsnananas 2,686 1,006 2,190 Q) 3,195
AdItIONS +eiee i e - 16,465 - 2,915 19,380
Impairment Charge.......vvviiiiiiiiiie i e - (1,162) - - (1,162)
Amortisation charge ........ciiiiiiiiiiiiiiiiiiiiiii - (17,215) (4,668) (3,175) (25,058)
Closing net book @amount.....cc.eeeeiiiiiii i iiaees 387,103 74,001 28,852 12,063 114,916
At 31 December 2014
L0 L 387,103 139,001 54,318 25,499 218,818
Accumulated amortiSation ........vvvveeeeiiiiiiiiieiiii, - (65,000) (25,466) (13,436)  (103,902)
Net book @amount ....vveeiiiiiiii 387,103 74,001 28,852 12,063 114,916

Business combinations relates to the agreement with Scanvaegt Nordic, see note 28.

Amortization of intangible assets analyses as follows in the Consolidated Statement of Comprehensive income:

2014 2013

L0 L] 0 - 1= 96 104
Selling and Marketing EXPENSES. .. iuuuuuetetiriiaetes s teesssaaaasee s saaannressaaaanssassasaannneessns 497 355
Research and developmeNnt EXPENSES ... et iiriteesrsaatee s saaaaeeessaaansaessaaannnressananns 18,457 12,162
AdMINISIrAtIVE EXPENSES .. uuetetiattet i iatee s saaaraase st as st e st asaaass e s saaanntessaaannsasssasannnnns 6,008 4,645
25,058 17,266

Goodwill impairment testing

Annually goodwill is tested for impairment at the level of the Group's Cash Generating Units (CGUSs). For Marel, the
CGUs are based on the market oriented business model (Poultry, Fish, Further Processing and Meat) in accordance
with IFRS 8 Operating Segments. Only at the level of the operating segments the connection can be made between
the business for which the goodwill was originally paid and the results of the synergies after the acquisition of Stork
Food Systems by Marel. The annual impairment test includes all fixed assets and net working capital allocated to

CGUs to determine the final recoverable amount.
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The purpose of impairment testing is to determine whether the recoverable amount exceeds the carrying amount. The
recoverable amount of an operating segment is determined as the present value of the future cash flows expected to
be derived from a CGU, based on amongst others:

e the estimated future cash flows that the Group expects the CGU to earn;
possible variations in the amount or timing of those future cash flows;
the time value of money, which is reflected by using a discount rate based on the current market risk-free
rate of interest;

e the price for the uncertainty inherent in the CGU.

The future cashflows were estimated taking into account past experience and external information on the outlook in
the protein consumption. The time value of money and price of uncertainty are based on external information on
market, industry and country risk. Future cash flows are based on a conservative scenario which is approved by
management and used to assess future financing needs. The average weighted growth rate of the 5 years of
forecasted cash flows is 4% to 8% (9% to 17% in 2013). This reduction in growth is not a result of lower growth
expectations, but on conservative financial planning instead of business strategy planning. Cash flows beyond the 5
year forecast are extrapolated using estimated growth rates as shown in the table below, as well as a post-tax
discount rate of 8.4% (9.5% in 2013). The pre-tax discount rate is 10.4% (2013: 12.1%).The growth rate does not
exceed the long-term average growth rate for the business in which the CGU operates.

The Goodwill impairment test performed in the fourth quarter, which was based on the numbers of 30 September
2014, confirmed the recoverability of existing goodwill. Breakeven scenarios and the current scenario used show that
there is sufficient headroom and as such there are no triggers indicating that impairment is necessary. At 31
December there were no triggers which indicated that a new calculation was required.

The key assumptions used for the impairment test in 2014 are listed below.

Further Total
2014 Poultry Fsh Meat Processing Goodwill
Goodwill 325,937 27,261 22,546 11,359 387,103
Growth rate ...........ocoieiiiiiieieeeee e 2.0% 2.0% 2.0% 2.0% 2.0%
Discountrate ?............occoeiiiiiieii e 8.4% 8.4% 8.4% 8.4% 8.4%
b Weighted average growth rate used to extrapolate cash flows beyond strategic plan period.
2 Discount rate applied to the cash flow projections.
The key assumptions used for the impairment tests in 2013 are shown in the table below:

Further Total
2013 Poultry Fsh Meat Processing Goodwill
Goodwill 320,394 25,869 21,052 11,393 378,708
GrOWEH rate V..o 3.0% 3.0% 3.0% 3.0% 3.0%
Discountrate ?.............ocouiiiiiiieiie e 9.5% 9.5% 9.5% 9.5% 9.5%

b Weighted average growth rate used to extrapolate cash flows beyond strategic plan period.
2 Discount rate applied to the cash flow projections.

Marel hf., Consolidated Financial Statements 31 December 2014
All amounts in EUR*1000 unless otherwise stated. 35



13. Trade and Other Receivables

Current receivables and pre-payments 2014 2013
I = (o L= (= ToT A7 o] = 79,918 71,768
Less: write-down to net-realisable Value .......ccvvviiiiiiiiiiiii i e (2,699) (2,340)
Trade receivables - Net...uui i i 77,219 69,428
[T o o ot B =Y o o To g o] o (94) (691)
Current portion 77,125 68,737

Other receivables and pre-payments

L (= =Y [T £ 6,439 5,484
(O 1 1= (=T oT =TV = 1] [ 17,112 16,651

23,551 22,135
Total Trade and Other receivables 100,770 91,563

All non-current receivables are due between one and five years.

The carrying amounts of receivables and pre-payments approximate their fair value. Trade receivables that are less
than 90 days past due are not considered impaired. As of 31 December 2014, trade receivables of EUR 18.676
(2013: EUR 13,655) were past due but not impaired. In 2014 the write-down of trade receivables to net-realizable
value amounted to EUR 1,250 (2013: EUR 854). These relate to a number of independent customers for whom there
is no recent history of default. As of 31 December 2014, trade receivables of EUR 4,599 (2013: EUR 6,149) were
tested for impairment and written down when necessary. The individually impaired receivables mainly relate to
customers, which are in unexpectedly difficult economic situations.

The ageing of these receivables is as follows:

2014 2013
Gross Provision for Gross Provision for
amount Impairment amount Impairment
N[0 a0 V7= (o [ = 56,643 - 51,963 -
Up t0 90 dayS OVEIUE . ..uuiiiiiiiississsssssssssssssssssssssssssssssnns 18,676 - 15,385 -
Over 90 days OVErdUE ....uviviieneeniiiiisresrssiinseesiaananneesans 4,599 (2,699) 4,420 (2,340)
79,918 (2,699) 71,768 (2,340)

The carrying amounts of the Group’s trade and other receivables (current portion) are denominated in the following

currencies:
2014 2013
EU R 1ttt ittt ittt st e 41,506 40,968
LS o PP 23,072 17,938
L1 =0 T o 3,821 2,881
(@ (g T=T @ T 1= oo T 11,425 9,290
79,824 71,077
L (01713 o o (2,699) (2,340)
77,125 68,737
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Movements on the Group receivables impaired to net-realisable value are as follows:

2014 2013
o B O - 1o 2,340 2,337
Provision for receivables iMpPaimment. .....uu e 1,260 854
Receivables written off during the year as uncollectible .........ccovviiiiiiiiiiiiiiii e (719) (315)
UNUSEd AMOUNES FEVETSEA .. uvtetiaaeeesssaaaeee s sssaaseessssaaseessaaanseesssaannsnessssannnnes. (182) (536)
N 3 D= o= g o 2,699 2,340
The impairment to net-realisable value and reversals has been included in Administrative expenses in the
Consolidated Statement of Comprehensive Income.
The other classes within trade and pre-payments do not contain impaired assets.
14. Deferred income tax
Deferred income taxes are calculated in full on temporary differences under the liability method.
The gross movement on the deferred income tax account is as follows:
At 1 January 2013 (3,206)
Exchange differences and changes within the Group .........ociviuiiiiiii e (375)
Consolidated Statement of Comprehensive Income charge (excluding rate change)..........cccoveviiiiiiininninnnnn, 4
Effect of Change iN taX FAES ... ui i e 121
Hedge reserve & translation reserve directly booked through equity ..........ccoeiniiiiiiiiiii e (818)
At 31 December 2013 (4,274)
At 1 January 2014 (4,274)
Exchange differences and changes within the Group .........ocoviiuiiiiiiiii e 455
Consolidated Statement of Comprehensive Income charge (excluding rate change)..........cccoviviiiiiiiiinnininnn, 658
Effect of Change iN taX FAES ... ui i e 198
Hedge reserve & translation reserve directly booked through equity ..........ocoeiniiiiiiiiiii e (472)
At 31 December 2014 (3,435)

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The
following amounts, determined after appropriate offsetting, are shown in the Consolidated Statement of Financial

Position.

The deferred tax charged / (credited) to equity during the period is as follows:

Fair value reserves in shareholders' equity 2014 2013
- Employer's contribution social charges on stock option €Xercises ..........cccveeveveiiieiiniiiiienenanns. - 10
Bl o oTo o Tl T T Y PP (472) (828)
(472) (818)

2014 2013

(D= (=T (Yo BT ool g oI v = L1 Y=Y £ 7,873 9,611
Deferred income tax liabilities .........oceviuiiiiiiiii (11,308) (13,885)
(3,435) (4,274)

Deferred income tax assets are recognised for tax loss carry-forwards to the extent that the realisation of the related
tax benefit through the future taxable profits is probable. Based on future profits expected in the strategic plan the
recoverability has been tested; a reversal of EUR 487 (2013: impairment of EUR 484) has been applied. Sensitivity

analysis on impairment of tax losses used the assumption of decreasing the forecasted profit before tax by 5%. Based

on the outcome of this calculation the impairment is not affected.
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Taxable effects of losses will expire according to below schedule:

2014 2013
Of which
Total tax not Total tax Of which not
losses  capitalised losses capitalised
LeSS than B YEAIS ...ucueieieiiiiir e e e as 18,292 2,877 8,008 7,201
Between 6 and 10 YEarS. .. ..ovuviereiniiiirererarerrese e eneraaaas 33,574 14 39,143 301
MOre than 10 YEArS ....cuviuieiiiiii e e e e e ranaas 6,877 1,964 11,931 1,656
INAETINILE .o e e 43,679 25,468 34,465 12,928
102,422 30,323 93,548 22,086
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Other
Booked in compre-
Atl Compre- hensive Effect of At 31
January Exchange hensive income  changein  December
2014 differences income charge tax rates 2014
Property, plant and equipment ............coevviiiinnnnns (6,388) 31 - 554 3 (5,800)
Intangible asSets .......cvveiiiiiiiii (19,184) (302) - (2,070) 400 (20,156)
Other financial @ssets .......cccvvviieiiiiiiiiiiiiiieenes 1,828 32 (472) 9) - 1,379
Receivables .........oviiiiiii (2,379) (67) - 1,007 26 (1,413)
INVENTOTIES ... enieieeee e e e e e eeas 2,417 311 - (67) (8) 2,653
Current liabilitieS. .....o.vvviiiiii 398 61 - 440 1) 898
Long term liabilities .......c.oveviiiiiiiiii e 707 - - (69) - 638
Provisions for pensions .........ccceveveviiiiiiiieinieas 633 33 - 467 1 1,134
Provisions for reorganisations...........c.oveveveiininnnnns 12 - - - - 12
Provisions for guarantees ...........cocevveierineneninnennns 193 26 - 160 5) 374
Provisions Others.........coviiiiiiiiiiiiii e 49 (8) - 36 1 78
SUBtOtal covviniii (21,714) 117 (472) 1,449 417 (20,203)
Subtotal tax [0SSeS......evviiiieiieiiiii e 17,440 339 - (792) (219) 16,768
Overall total ....vvvvvviiiiiiiii (4,274) 456 (472) 657 198 (3,435)
Booked in Compre-
Atl Compre- hensive Effect of At 31
January Exchange hensive income change in  December
2013 differences income charge tax rates 2013
Property, plant and equipment ............coeviiiiiininns (7,039) (29) - 641 29 (6,388)
Intangible assets .......coovviiiiiiiii (16,110) 142 - (3,426) 210 (19,184)
Other financial @ssets .......cc.ovvviviiiiiiiiiiens 2,575 (@) (828) 87 1 1,828
Receivables .........oeiiiiiiii e (2,472) 19 - 81 ) (2,379)
INVENTOMIES . .eeeiee e e e 2,279 (123) - 255 2,417
Current liabilities. .......ouviiiiiiiiii e 594 (47) - (151) 2 398
Long term liabilities .........oeveiiniiiiiieeeeens 692 - - 15 - 707
Provisions for pensions ..........cooeviviiiiiiinneninens 496 (10) - 144 3 633
Provisions for reorganisations...........c.cvveveiininnnnns - - - 12 - 12
Provisions for guarantees ...........coceveviiiiininiinnenens 41 (10) - 165 3) 193
Provisions others.........ccoovviiiiiiin 244 (24) - (174) 3 49
SUBtOtal covviniii (18,700) (79) (828) (2,351) 244 (21,714)
Subtotal tax 10SSeS......ccuviviiiiiiiiii 15,494 (296) 10 2,355 (123) 17,440
Overall total .....c.vueeieiiiiiiii e (3,206) (375) (818) 4 121 (4,274)
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Assets Liabilities Net
2014 2013 2014 2013 2014 2013
Property, plant and equipment ............coevveiiinnenens 640 592 (6,440) (6,980) (5,800) (6,388)
Intangible assets ......ocvviiiiiiinii 4,836 5,386 (24,992) (24,570) (20,156) (19,184)
Other financial assets .......cc.ovvviviiiiiiiiiiiieas 1,440 1,885 (61) (57) 1,379 1,828
RECEIVADIES ....cceeveeeiiiiiiieieieieeeeeeeeeeeeeeee 450 147 (1,863) (2,526) (1,413) (2,379)
INVENIOMES 1.eiieieieieieieieeeeeeeeeee e e e e 3,237 2,941 (584) (524) 2,653 2,417
Current liabilitieS.....c.vvviiiiiiii 1,179 724 (281) (326) 898 398
Long term liabilities .........coeveiviiiiiiiieeeeens 638 707 - - 638 707
Provisions for peNSIONS .......covuvviiiiniiiiiiieieeaens 1,146 662 (12) (29) 1,134 633
Provisions for reorganisations...........cccveveveivninenns 12 12 - - 12 12
Provisions for guarantees ...........coevveierinenininnennns 568 441 (194) (248) 374 193
Provisions others.........cvovviiiiiiiii e 138 132 (60) (83) 78 49
SUBLOTAL +vvvvvvveveverereseresersssrsrsssrsssssrsssenensnrsrnnnnes 14,284 13,629 (34,487) (35,343) (20,203) (21,714)
TAXIOSSES .envieieiiiiiee e 23,003 22,432 (6,235) (4,992) 16,768 17,440
Overall total ....vvvvviiiiiiiiii 37,287 36,061 (40,722) (40,335) (3,435) (4,274)
15. Inventories

2014 2013

L T T L= = PPN 5,407 7,120

ST a0 1B TR Lo e oo o PP 74,862 75,629

Ll 15 T=To I 0T Lo 3 PPN 28,505 27,343

108,774 110,093

PrOVISION 1ttt (20,324) (18,297)

88,450 91,796

The cost of inventories recognised as expense and included in Cost of sales amounted to EUR 366,418 (2013: EUR
354,695). In 2014 the write-down of inventories to net-realizable value amounted to EUR 8,955, of which EUR 639

related to refocusing projects, (2013: EUR 4,108).

There were no material reversals of write-downs to net realizable value. The write-downs recognized following a

recoverability analysis are included in Cost of sales.

16. Production Contracts

Ordered WOTK iN PIrOGIESS ....uueniuiuinieteee et e et ettt e a e e e ee s e et e sata s e e e en e e et anansaennns
Advances received on ordered WOrK iN PrOgrESS.......uuieeucueu ittt e rereie et eeaneareeaeneaenes

COoSt €XCEEA DIllING ..t vieniieieii e
1271 T T =3 (T =T=T o I oo N

2014 2013
4,126 2,634
(39,960) (22,686)
(35,834) (20,052)
29,123 24,829
(64,958) (44,881)
(35,834) (20,052)

An amount of EUR 144.4 million (2013: EUR 128.8 million) has been included in the Revenues of 2014 as presented
in the Consolidated Statement of Comprehensive Income. For this portion of the revenues the IFRS treatment of
construction contracts has been applied. Construction contract revenue has been determined based on the

percentage of completion method (cost based).
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17. Equity

Outstanding

Ordinary shares  Treasury shares number of shares

Share Capital (thousands) (thousands) (thousands)
At 1JEANUAY 2013 1euiiuiernenneeneeneen et eeneesnsaneanaee e enaeanaens 735,569 (4,129) 731,440
Treasury shares - purchased ........cvvvviiieeriiiii i - (4,700) (4,700)
Treasury Shares - SOl ....evviiiiiiieiiiiiii i e - 8,712 8,712
At 31 December 2013 .. .uueiiiiiiiii i 735,569 (117) 735,452
100.00% 0.02% 99.98%

Treasury shares - purchased ........vvvvviieeeriiiiiiiiiiaaaas - (9,000) (9,000)
Treasury Shares - SOl ....evviiiiiiieiiiiiii i e - 2,159 2,159
At 31 December 2014 ....uueiiiiiiiiiiiiii e 735,569 (6,958) 728,611
100.00% 0.95% 99.05%

Class of share capital: 2014 2013
NOMINAI ValUB . .t e e eeee e e e iiee et e ense e s eeanaas s e annnaasseennnnnnnnes 6,664 6,727
Share Premium oo s a e e aaannes 310,484 316,044
Reserve for share based payments ........oovveeeeiiiiiiineiiiiiineenn. 1,264 1,250
Total share premium rESEIVE ....uueeeiiiiiiee i iariineeeraaaas 311,748 317,294

The total authorised number of ordinary shares is 735.6 million shares (2013: 735.6 million shares) with a par value of

ISK 1 per share. All issued shares are fully paid.

Share options are granted to directors and to selected employees. The exercise prices of options granted in May
2010 are higher than the market price of the shares on the date of grant. Same applies to options granted in June
2012 and in December 2014. The option holders in the 2014 program are required to hold shares corresponding to
approximately the net gain after tax from exercising the options, whilst employed by Marel. Options are conditional on
the employee completing particular period's / years’ service (the vesting period). The Group has no legal or

constructive obligation to repurchase or settle the options in cash.

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

follows:

Average exercise Options

price per share (thousands)

o S = 1 T T 20 ISK 125 28,860
(= o] 1T ISK 85.83 (5,750)
(= o] [T EUR 0.537 (988)
(= o] [T EUR 0.549 (1,974)
L0 (=71 (=T I 240 1 EUR 0.881 (2,040)
PN A 3 L= o =T o 4 o 1= 20 1 S EUR 0.820 18,108
LT =T 01 (=T ] o 0 EUR 0.965 2,475
(= o] 1T EUR 0.549 (475)
(= o] 1T EUR 0.572 (1,684)
L0 (=71 (=T N o 20 EUR 0.958 (1,653)
At 31 December 2014 ..iuiiiiiii it EUR 0.866 16,771
Exercisable options at 31 December 2014 .......eeeiiiiiiieeiiriiarerraaaaree i 6,388
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Options granted in the year
Expiry in year

The exercise prices* per share after:

1 May 2014, latest May 2015 ....oviiinieeriiiiinnee s iniiinneeeaans
31 OCtODEr 2015 .. uuuunnnnnnnnnnnnnnnnnnnnsssssnssssnsssssssssnssnnnns
31 OCtODEr 2016 . uuuuunnnnnnnnnnnnnnsnnsnsssnsssssssnssssssssssnsnnnns
1€ 3 R ® Tox (] o 1= 2 i Y
Latest 31 OcCtober 2018 ....vvvuiiiierinniasrernnnaaesrnnnnnaasennnns
20 o |22 1
20 o 1220 1
20 APKil 2020 ..ttt
Latest 20 APril 2021 ..ovviiieieeiiiiie s

2010 -
2015

EUR 0.572

2012

2018

EUR 1.056
EUR 1.085
EUR 1.114
EUR 1.143

2014 -
2021

EUR 0.949
EUR 0.975
EUR 1.001
EUR 1.026

* Exercise prices after dividend payment in 2012, EUR 0.0095 per share and after dividend payment in 2013, EUR 0.0097

In 2014, 475 thousand shares were exercised at exercise price EUR 0.549 per share and 1,684 thousand shares
were exercised at exercise price EUR 0.572 per share. No options were cash settled.

In 2013, 5,750 thousand shares were exercised at exercise price ISK 85.83 per share, 988 thousand shares were
exercised at exercise price EUR 0.537 per share and 1,974 thousand shares were exercised at exercise price EUR

0.549 per share. No options were cash settled.

Variables used in the Black Scholes calculation:

Option plan May 2010, 50% exercisable >1 May 2012..........
Option plan May 2010, 25% exercisable >1 May 2013..........
Option plan May 2010, 25% exercisable >1 May 2014..........

Option plan June 2012, 60% exercisable = 31 October 2015 ...
Option plan June 2012, 20% exercisable = 31 October 2016 ...
Option plan June 2012, 20% exercisable = 31 October 2017 ...

Option plan December 2014, 60% exercisable = 20 April 2018..
Option plan December 2014, 20% exercisable = 20 April 2019..
Option plan December 2014, 20% exercisable = 20 April 2020..

Exercise
price per
share
(EUR)
0.546
0.568
0.591

1.066
1.095
1.124

0.949
0.975
1.001

Y Based on last possible exercise dates in each option plan.

Reserves

Expected
term
(years)
5.0

5.0

5.0

54
54
54

5.4
5.4
5.4

Annual
dividend
yield
0.00%
0.00%
0.00%

0.96%
0.96%
0.96%

0.00%
0.00%
0.00%

Expected
risk-free
interest
rate

4%
4%
4%

3%
3%
3%

3%
3%
3%

Weighted
average
remaining

Esti- contr. life
mated in monthis)

volatility
21.29%
21.29%
21.29%

19.68%
19.68%
19.68%

22.04%
22.04%
22.04%

The hedge reserve contains revaluations on derivatives, on which hedge accounting is applied. The value of 31
December 2014 relates to derivatives for the Group, the interest rate swap contracts.

The translation reserve contains the translation results of the consolidation of subsidiaries reporting in foreign
currencies, as well as a currency revaluation related to financing of subsidiaries.
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The share premium reserve consists of payment in excess of par value of ISK 1 per share that shareholders have
paid for shares sold by the Company, less payments in excess of par value that the Company has paid for treasury
shares. According to the Icelandic Companies Act, 25% of the nominal value share capital must be held in reserve
which cannot be paid out as dividend to shareholders.

18. Assets and liabilities held for sale

In June 2014, management committed to a plan to sell the real estate in Oss within the Meat segment.
The real estate is presented as Assets held for sale for EUR 2.5 million. Efforts to sell the real estate have started.

An impairment loss of EUR 2.2 million has been included in the Cost of Sales to write-down the real estate to the
lower of its carrying amount and its fair value less costs to sell.

19. Borrowings

With regard to borrowings we refer to Note 27 Events after balance sheet date related to the amendment with
effective date 9 January 2015.
The numbers disclosed below reflect the situation as per end December, excluding the amendment.

Non-current: 2014 2013
2= L0 S o0 (0111 13T PP 180,272 214,822
Finance 1ease liabilities ......uuiuieiiiriiiiir e e 6 24
180,278 214,846

Current:
Bank borrowings excluding bank overdraftS..........oveveviiiiiiiiiie e 18,635 21,857
Finance lease liabilities ........ouviiiieiii e - 220
18,635 22,077
B0 =T oo T 01 T3 Vo L PPN 198,913 236,923
SecUred DANK I0NS ....uiiiiiiiiie e e raaa 198,907 236,679
Finance 1ease liabilities ......u.iuiiiiiiiii i e e e 6 244
I ] 2= U o {0 11/ To PP 198,913 236,923
2014 Finance lease Capitalised Other Total
Annual maturates of non-current liabilities: liabilities finance charges borrowings 2014
YA 2016 uuuiuinieieiiee et - (1,364) 20,000 18,636
Y QAN 2007 et - (1,258) 162,894 161,636
Year 2018, ..ttt 6 - - 6
Year 2010, ..ttt - - - -
YEAr 2020 ettt et - - - -
0= - - - -
6 (2,622) 182,894 180,278
2013 Finance lease Capitalised Other Total
Annual maturates of non-current liabilities: liabilities finance charges borrowings 2013
YA 2015 . iuiiieiiieiiie e 16 (1,365) 20,000 18,651
B T L0 N 1 (1,365) 197,552 196,188
Year 2017 ..viuiiiiiiii i 3 - - 3
YEar 2018. . ettt 4 - - 4
L= - - - -
24 (2,730) 217,552 214,846

As of 31 December 2014, interest bearing debt amounted to EUR 202,900 (2013: EUR 241,018), of which
EUR 202,900 (2013: EUR 237,553) are secured against shares that Marel hf. holds in certain subsidiaries. Lease
liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of default.
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The Group has the following headroom in committed ancillary facilities:

Floating rate:

- EXPIiring Within ONE YEAI .....vuieieii i e e e
- EXPiring beyond 0N YEAr .......vviuiiiiiiiiiii e

2014 2013
79,430 57,091
79,430 57,091

An amount of EUR 5 was recognised as an expense in the Consolidated Statement of Comprehensive Income in

respect of finance leases (2013: EUR 20).

Interest Interest
Future future Present Future future
minimum minimum value of minimum minimum  Present value
lease lease  min. lease lease lease of min. lease
payments  payments payments payments  payments payments
2014 2014 2014 2013 2013 2013
Lessthan lyear......ccooveviiiiininniniinnns, - - - 239 19 220
Between 1-5years.........cocvvviiiiinnnininnnn. 6 - 6 25 1 24
Total 6 - 6 264 20 244

The fair value of the finance lease liabilities is approximately equal to their carrying amount.

The Group loan agreements contain various restrictive covenants. At yearend 2014 the Group complies with all

restrictive covenants.

20. Provisions

Guarantee Pension Refocusing Other

commitments commitments provisions Provisions Total
At 1 January 2013 4,650 2,664 - 516 7,830
RElEASE ....eviinieiiie (1,078) - - (230) (1,308)
AdItIONS ..evviviiiiie 369 1,338 - 723 2,430
(1= N (120) (364) - (310) (794)
At 1 January 2014 3,821 3,638 - 699 8,158
Release ......cooovvviiiiiiii (235) - (@) (43) (285)
AdItioNS ... 1,624 1,457 6,969 126 10,176
U S 171 7 (1,051) (476) (1,349)
At 31 December 2014 5,381 5,102 5,911 306 16,700
*) Including the provision for early retirement rights, which has increased to EUR 2,675 (2013: EUR 1,698).
Analysis of total provisions 2014 2013
L =T 0| 9,408 2,103
[N L0 B 0L (=T o PP 7,292 6,065

16,700 8,168

Specification of major items in provisions:
Nature of obligation for 2014 Country Maturity Likelihood Amount
GUAIANTEE . .eeeeenete et e et e e e et e e e e e eeeneaanes Netherlands Dynamic Dynamic 1,953
(10 E= = o1 (=T N Denmark Dynamic Dynamic 611
(10 E= = o1 (=T N us Dynamic Dynamic 820
REfOCUSING +.euieiiiiiii e Netherlands Static  Highly probable 4,269
REfOCUSING +.euiniiiiiii e Singapore Static  Highly probable 1,607
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21. Employee benefits

The Group maintains various pension plans covering the majority of its employees.

The Company’s pension costs for all employees for 2014 were EUR 15,876 (2013: EUR 15,766).
This includes defined contribution plans for EUR 9,062 (2013: EUR 7,845), as well as a pension plan based on multi-
employer union plan for EUR 6,814 (2013: EUR 6,934)

The Company’s employees in the Netherlands, 1056 in full-time employees (“FTEs”), participate in a multi-employer
union plan (“Bedrijfstakpensioenfonds Metalektro”, PME) determined in accordance with the collective bargaining
agreements effective for the industry in which Marel operates. This pension plan is treated as a defined contribution
scheme based on the following grounds:

1. ltis anindustry-wide pension fund, used by the Company in common with other legal persons;

2. Under the regulations of the PME, the only obligation for the affiliated businesses towards the PME is to pay
the annual premium liability. The affiliated businesses are under no obligation whatsoever to pay off any
deficits the PME may incur, nor have they any claim to any potential surpluses.

The multi-employer plan covers approximately 1,250 companies and 144,000 contributing members. The plan
monitors its risks on a global basis, not by company or employee, and is subject to regulation by Dutch governmental
authorities. By law (the Dutch Pension Act), a multi-employer union plan must be monitored against specific criteria,
including the coverage ratio of the plan’s assets to its obligations. This coverage ratio must exceed 104.3 percent for
the total plan. Every company participating in a Dutch multi-employer union plan contributes a premium calculated as
a percentage of its total pensionable salaries, with each company subject to the same percentage contribution rate.
The pension rights of each employee are based upon the employee’s average salary during employment.

The Company’s net periodic pension cost for this multi-employer plan for any period is the amount of the required
contribution for that period.

The coverage ratio of the multi-employer plan decreased to 102.0 percent as per end of December 2014 (end of
December 2013: 103.4 and after recovery measures 104.3 percent). The decrease is caused by extreme
developments in the financial markets. The coverage ratio is below the legally required level of 104.3. The “Recovery
Plan” which was approved by De Nederlandsche Bank (the Dutch central bank, the supervisor of all pension
companies in the Netherlands) has ended at 31 December 2013 and new legislation will be implemented in 2015.

In 2015 the pension premium will be 23.6 percent of the total pensionable salaries (2014: 24.1%), in accordance with
the articles of association of the Pension Fund. The coverage ratio is calculated by dividing the fund’s capital by the
total sum of pension liabilities and is based on actual market interest.

22. Derivative financial instruments

Interest-rate swap

To protect Marel from fluctuations in Euribor-EUR-Reuters/Libor-BBA and in accordance with Interest hedge policy
Marel has entered into interest rate Swaps (the hedging instruments) to receive floating interest and to pay fixed
interest.

The notional principal amount of the outstanding interest rate swap contract at 31 December 2014 was EUR 137,585
(2013: EUR 130,842).

The contractual maturities are as follows:

2014 Currency Principal Maturity Interest %
INterest rate SWAP ... EUR 80,000 2016 3.1%
INterest rate SWAP ... UsD 70,000 2016 2.4%
Forward starting Interest rate SWAP 2016...........cccceevvvveernnen. EUR 6,000 2017 0.8%
Forward starting Interest rate SWAP 2016...........cccceevevveeennen. USD 55,000 2017 2.4%
2013 Currency Principal Maturity Interest %
INterest rate€ SWAP .......ovviiii e EUR 80,000 2016 3.1%
INterest rate€ SWAP .......ooviiiie e UsD 70,000 2016 2.4%
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23. Trade and other payables

2014 2013

Trade payables 51,757 48,731
Accruals ............... 6,927 5,216
Other payables 63,795 51,715
122,479 105,662

24. Contingencies

At 31 December 2014 the Group had contingent liabilities in respect of bank and other guarantees and other matters
arising in the ordinary course of business from which it is anticipated that no material liabilities will arise. In the
ordinary course of business the Group has given guarantees amounting to EUR 22,110 (2013: EUR 18,842) to third
parties.

As part of doing business Marel is involved in claims and litigations, under such indemnities and guarantees. These
claims are pending and all are contested. Provisions are recognized when an outflow of economic benefits for
settlement is probable and the amount can be estimated reliably. It should be understood that, in light of possible
future developments, such as (a) potential additional lawsuits, (b) possible future settlements, and (c) rulings or
judgments in pending lawsuits, certain cases may result in additional liabilities and related costs.

At this point in time, we cannot estimate any additional amount of loss or range of loss in excess of the recorded
amounts with sufficient certainty to allow such amount or range of amounts to be meaningful. Moreover, if and to the
extent that the contingent liabilities materialize, they are often resolved over a number of years and the timing of such
payments cannot be predicted with confidence. While the outcome of said cases, claims and disputes cannot be
predicted with certainty, we believe, based upon legal advice and information received, that the final outcome will not
materially affect our consolidated financial position but could be material to our results of operations or cash flows in
any one accounting period.

25. Commitments and insurance

At the end of the reporting period, the future minimum lease payments under non-cancellable operating leases are
payable as follows:

2014 2013
LTSS 1 =T T - PP 6,073 6,253
2T T T T o T - T PPN 6,931 8,736
(= 1 (= g (g T BTN T PP 2,867 3,350
Total operational [€ase liabilitiES ........cuvuieieii e 15,871 18,339

During the year an amount of EUR 7,638 was recognised as an expense in profit or loss in respect of operating
leases (2013: EUR 6,386).

Insurance

The Group has covered Business Interruption Risks with an insurance policy underwritten by an independent
insurance company for a maximum period of 24 months for Marel Stork Poultry Processing BV and 18 months for all
other Marel entities. The insurance benefits for Business Interruption amount to EUR 398 million for 2014 for the
whole Group. The Group Insurance value of buildings amounts to EUR 141 million, productions machinery and
equipment including software and office equipment amount to EUR 140 million and inventories to EUR 101 million.
Currently there are no major differences between appraisal value and insured value.
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26. Related party transactions

At the end of December 2014 and 2013, there are no loans to directors.

Board fee for the year 2014 and shares at year-end

Bought
shares
Pension acc.to  Shares
contribu Stock stock at year-
Board fee  tion” options® options?  end?
Asthildur Margrét Otharsdottir , Chairman ...........cuvvuieereeereeerniinieeeeerennns 90 7 - - 32
Arnar POr Masson, Vice Chairman ......ccevveviiiiiiiniiniss e 60 5 - - -
Ann Elizabeth Savage, Board Member.........cocooviiiiiiiiiiiii e 30 2 - - -
Astvaldur J6hannsson, Board Member (from 05-03-2014)........cuueieeeeerennns 25 2 - - -
Helgi Magnuiisson, Board MEMDET ........uuvuiiieieiiieiieieiie e eaaaens 30 2 - - 5,305
Margrét Jonsdottir, Board MemMDEN .....c.vuieiiiiiiieineiei e 30 2 - - 200 ¥
Olafur S. Gudmundsson, Board Member (from 05-03-2014) ............ccvvvennn. 25 2 - - 1,705
Management remuneration 2014
Bought
shares
Salary Share Pension acc.to  Shares
and based Incentive contribu Stock stock at year-
benefits benefits payments  tion” options?  options?  end?
Arni Oddur Pérdarson, CEO ¥ .........cceeeveennnen. 414 - - 33 - - 215,499 ?
Linda Jonsdéttir, CFO (from 27-10-2014)............ 42 - - 4 408 - -
Erik Kaman, CFO (until 27-10-2014).........cuuveunes 1,335 - 44 30 350 - 1,675
Sigsteinn Grétarsson, COO, Global Head
of Commercial .......ocveeiiiiiiiiii e 344 - 38 36 763 - 26
Anton de Weerd, Global Head of Industry Poultry . 289 - 31 33 890 - -
David Wilson, Global Head of Industry Meat........ 200 - 14 18 485 - -
Gerrit Den Bok, Global Head of
Industry Further Processing ............cceeveeeeeeenn. 191 - 17 24 560 - -
Sigurdur Olason, Global Head of
Industry Fish (from 28-04-2014) .............cceeee... 118 - - 9 225 - -
Jén Birgir Gunnarsson, Managing Director
of IC Fish (until 28-04-2014) .......ccvvieenininnnnene. 81 3 - 7 - 25 -
Five other Managers ¥ ........cccvvveeereeeieiivvennnnss 812 - 30 77 2,043 - 288 9

Y pension contributions for all board members are part of a defined contribution plan.

% Number of shares * 1000.

¥ Shares owned by Eyrir Invest hf., including those of financially related parties. Margrét Jonsdattir is the MD of
Operations of Eyrir Invest hf.

* Marel has identified five Managers who have material significance for Marel's operations. This group consists of
Strategy and Corporate Development, Human Resources, Supply chain, Innovation and Managing Director of
Commercial.
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Stock options 2014

Average

exercise

price

Number of EUR per
shares?  share

Linda Jonsdottir, CFO (from 27-10-2014) ... .uiuuieiiniinieeiieieei i s e s e e sareaseaas 63 0.572
120 1.073
225 0.965
Erik Kaman, CFO (UNtil 27-10-2014).....cuuiuiiuiiieiiniiiiien s s e s s enas 350 0.572
Sigsteinn Grétarsson, COO, Global Head of Commercial ..........cocovvuiiiiiiiiiiiniieieneeeaeans 88 0.572
450 1.073
225 0.965
Anton de Weerd, Global Head of INndustry POUILIY .........ocviiiiiiiiiiiiie e 350 0.572
315 1.073
225 0.965
David Wilson, Global Head of INAUSErY MEat........cceiuieiiiiiiiiii i e e e s eeeees 50 0.572
210 1.073
225 0.965
Gerrit Den Bok, Global Head of Industry Further Processing ........cccovuvuviiiiinienineiiiineneenans 125 0.572
210 1.073
225 0.965
Sigurdur Olason, Global Head of Industry Fish (from 28-04-2014) ........uuieieeereeesriiiieeeeeeennenns 225 0.965
FIVe Other MANAGETS ......eiiiiieii e e e e s e e e s e e e e e s araeaens 363 0.572
555 1.073
1,125 0.965

Board fee for the year 2013 and shares at year-end

Bought
shares

Pension acc.to  Shares
contribu Stock stock at year-

Board fee  tion” options® options?  end?

Arni Oddur Pérdarson, former Chairman (until 31-10-2013).........veeereeeeennns 75 6 - - 215,499 ¥
Ann Elizabeth Savage, Board Member.........covviiiiiiiiiiieiee e 25 2 - - -
Arnar Pér Masson, Vice Chairman (Board Member until 31-10-2013) .......... 35 3 - - -
Asthildur Margrét Otharsdéttir, Chairman (Board Member until 31-10-2013) .. 65 5 - - 32
Fridrik J6hannsson, Board Member (until 06-03-2013) ......cuvurvuenvenennennen. 5 - - - 4,300
Helgi Magnuisson, Board MEemMDbEr ........c.vuiiiiniiiiiiiiiiieeiee e 30 2 - - 4,505
Margrét Jonsdottir, Board MembEr .........vviiiiiiniiiiiiiiie e 30 2 - - 200
Theo Bruinsma, Board Member (until 31-10-2013).......cocivriiiiniininreenennn. 25 2 - - 1,000 ¥
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Management remuneration 2013

Bought

shares
Salary Share Pension acc.to  Shares
and based Incentive contribu Stock stock at year-
benefits benefits payments  tion” options®  options®  end?

Arni Oddur bérdarson, .

CEO (as 0f 31-10-2013) ....evvuivnivnininiininninenns . 65 - - 5 - - 215,499
Theo Hoen, former CEO (until 31-10-2013).......... . 2,224 569 78 82 - 2,000 1,500
Erik Kaman, CFO .....covviiiiiiiniinneas . 388 462 61 33 800 1,500 1,675
Sigsteinn Grétarsson, COO.......c.coevvuiuiininenannnns . 343 34 51 37 538 88 26
Five Managing DireCtors. .......cccvuveiiiinenennnnnnns . 1,083 410 147 107 2,185 1,313 124

Y pension contributions for all board members are part of a defined contribution plan.

% Number of shares * 1000.

% Shares owned by Eyrir Invest hf., where Arni Oddur bérdarson was CEO till 31 October 2014, including those of
financially related parties. Margrét Jonsdoattir is the MD of Operations of Eyrir Invest hf.

* Theo Bruinsma was previously President of Townsend Inc. which was acquired by Stork in 2006. Thereafter, he
was part of Stork and Marel's management team until 2010. In accordance with his employment agreement,
Mr. Bruinsma received payments in 2013 in addition to the board fee amounting to EUR 406.

® Marel has identified five managers other than the members of the Board of Management who have material
significance for Marel’s operations. This group consists of the four Managing Directors of Marel’s Industry Centers
and the Managing Director of Marel’s international sales and service network.

Stock options 2013

Average

exercise

price

Number of EUR per

shares?  share

1 =TT T TR O 0 S 350 0.549
450 1.073

Sigsteinn Grétarsson, COO ... ...ttt ettt ettt e e e e et a et e ta e eaeaeneaaeeaananns 88 0.560
450 1.073

Five Managing DilECIOIS. .. . ueuiuit ittt ittt e e e et et e e e easase e s e a e e enanaaraeaens 925 0.549
1,260 1.073

27. Events after balance sheet date

Marel amended and extended its facilities agreement with the current bank consortium with effective date 9 January
2015, while the terms and conditions generally remained in line with Loan Market Association (LMA) corporate
standards
The key amendments were:

e  EUR 50 million Junior facility added on top of current facility with maturity in February 2019

e The current facility was extended by one year with final maturity in November 2018

e Initial interest terms EURIBOR/LIBOR +250 bps for the Senior facility and EURIBOR/LIBOR +500 bps for

Junior facility depending on leverage.

The Group has a financing structure which can accommodate the Group’s financing requirements till 2018 with USD
and EUR borrowings matching the Group’s exposure in these currencies to a large extent.
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28. Business combinations

With the acquisition 4™ June 2014, Marel bought back the full right to supply service and sell spare parts for Marel
equipment to customers in Denmark and Sweden from Scanvaegt Nordic AIS. The purchase price, paid in cash is
EUR 5.7 million and the total amount is allocated to goodwill, as the payment primarily is related to access to specific
business information and can therefore not be qualified for separate recognition of other assets. The goodwill is fully
tax deductible over a period of 7-10 years.

29. Subsidiaries

The largest subsidiaries are listed below:

Marel Iceland ehf. ... ..o

Marel A/S

Marel Salmon A/IS ...
Marel Seattle INC .......c.ovii i
Marel Singapore Pte. Ltd ........covviiiiiiiiiee

Marel LEtd. ...
Marel SIOVaKIA S.F.0. ...vieiieieit s

Marel Holding B.V. ...
Marel Stork Poultry Processing B.V. .......ccccooviviiiiiniinanne.
Marel Stork Poultry Processing INC. .........cccoveeviiiiineniann...
Marel Townsend Further Processing B.V. ........c.ccooviiiiinen.
Marel Meat Processing B.V. .......cccoiiiiiiiiiiiiiiiieee
Marel Meat Processing INC .........c.cooviiiiiiiiiiiiniiee,

Stork Inter IDErica S.A. ...

Marel Inc.

Marel NOrge AS ...
Marel Food Systems GmbH & Co. KG ...........cccoivveiinnnen.
Marel GB Ltd. .....c.oeiniii e,
Marel Food Systems do Brasil Comercial Ltda. ...................
Marel France SARL ...
Marel Benelux B.V. ...
Marel Australia Pty Ltd. ........coooieiiiiiiiieee
Marel Stork Food Systems Maquinas Alimenticias Ltda ........
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Country of
Incorporation

Iceland
Denmark
Denmark
USA
Singapore
UK
Slovakia
Netherlands
Netherlands
USA
Netherlands
Netherlands
USA

Spain

USA
Norway
Germany
UK

Brazil
France
Netherlands
Australia
Brazil

Ownership
Interest

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%
100%
100%
100%

49



30. Quarterly results (unaudited)

Q4 2014 Q32014 Q22014 Q12014 Total
REVENUE ...iviiiiiiiiii 200,018 187,931 169,848 154,757 712,554
COSt Of SAIES 1vuiviiviiiiiii (127,119)  (120,517) (114,600) (102,608)  (464,844)
Gross profit 72,899 67,414 55,248 52,149 247,710
Selling and marketing eXpenses .......couviviiiiiiiniiiiiin e, (27,512) (24,347) (25,369) (25,807)  (103,035)
Research and development eXpenses .........cocvevviiiienenninennnss (18,006) (12,931) (12,040) (12,459) (55,436)
AdMINIStrative EXPENSES. .. .uvuiriiiiiiieiereieee e rareeeaes (18,908) (14,023) (14,288) (12,867) (60,086)
Other operating iNnCOme / (EXPENSES) .. ..vuruieiereieeeniiieeenaanes 20 - 2 3 25
Result from operations (EBIT) 8,493 16,113 3,553 1,019 29,178
FINANCE COSES ..vuviiiiii i e (3,191) (3,377) (2,998) (3,682) (13,248)
FINance iNCOME .....civiiiiiiiiiii e 203 584 64 23 874
Net fiINANCE COSES...uiuiniiiiiiiiiiii e (2,988) (2,793) (2,934) (3,659) (12,374)
Result before income tax 5,505 13,320 619 (2,640) 16,804
INCOME TBX 1vuieiniiiee e e e e e e e (2,510) (3,479) 147 769 (5,073)
Profit (loss) for the period 2,995 9,841 766 (1,871) 11,731
Profit before deprec. & amortisation (EBITDA) ......ccoevvuieiinenenns 20,989 24,616 13,022 8,071 66,698

Q42013 Q32013 Q22013 Q12013 Total
REVENUE ..uiviiiiiiiiiiii 168,182 156,896 178,430 158,028 661,536
COSt Of SAIES 1vuiviiniiiiiii (109,594) (98,866)  (118,913) (100,519) (427,892)
Gross profit 58,588 58,030 59,517 57,509 233,644
Selling and marketing eXpenSesS ........vuviviiiieiiniiiiirnea (24,447) (21,871) (24,715) (24,072) (95,105)
Research and development eXpenses .......c.cvvvvvviviniiiieinnenenns (11,537) (10,728) (10,926) (11,197) (44,388)
AdMINIStrative EXPENSES. .. cuvuir i ieieie e raeeaeaes (15,273) (12,615) (11,514) (11,911) (51,313)
Other operating iNnCOMe / (EXPENSES) .. ..vuruiuierereeeniiieieenaanes 79 38 (48) 2 71
Result from operations (EBIT) 7,410 12,854 12,314 10,331 42,909
FINANCE COSES ..uiviiiiiiiiiiiii e (4,966) (4,706) (5,940) (3,815) (19,427)
FINanCce INCOME .. ..civiiiiiiiiii e 97 54 140 72 363
Net fiNANCE COSES .. uuininiiiiiiiiiie e e e (4,869) (4,652) (5,800) (3,743) (19,064)
Result before income tax 2,541 8,202 6,514 6,588 23,845
([ aTolo o[- = PPN 1,160 (2,225) (1,294) (866) (3,225)
Profit (loss) for the period 3,701 5,977 5,220 5,722 20,620
Profit before deprec. & amortisation (EBITDA) .......ccevvveienenenns 14,086 19,523 18,978 16,857 69,444
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