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Endorsement and Statement by the Board of Directorand
the CEO

Operations in 201(

Icelandic Group’s consolidated financial statements far year 2010 have been prepared in accordance with
International Financial Reporting Standards (IFRSs) asptedl by EU. The financial statements comprise the
consolidated financial statements of Icelandic Group thie (Company") and its subsidiaries (the "Group"), which

were 31 at 31 December 2010.

Icelandic Group hf. is a holding company for manufacturimgl anarketing companies specialising in seafood on
international markets.

According to the statement of comprehensive income totaprehensive income amounted to € 14.4 million for the
year. The Group's income amounted to € 1.0 billion for ther.y&&cording to the statement of financial position

total assets at year end amounted to € 479.4 million andyegoibunted to € 156.9 million. The equity ratio of the

Group was 32.7%.

The Board of Directors proposes that no dividend will be paighareholders. Reference is made to the financial
statements regarding deployment of net profit aheérochanges in equity.

Share capital and Articles of Associatio

The number of shares at year-end 2010 is ISK 2,794 millior Sitare capital amounted to € 16.7 million. The share
capital is divided into shares of ISK 1, each wtiual rights within a single class of shares.

The Company’s Board of Directors comprise five members&teon the annual general meeting for a term of one
year. Those persons willing to stand for election must gowengl notice thereof to the Board of Directors at least
five days before the annual general meeting. The Companstislés of Association may only be amended at a

legitimate shareholders' meeting, provided that amenthraerd their main aspects are clearly stated in the invitatio

to the meeting. A resolution will only be valid if it is appred by at least 2/3 of votes cast and is approved by
shareholders controlling at least 2/3 of the sleaptal represented at the shareholders' meeting.

Shareholders at the year end numbered two. At the end of taenyajority shareholder was Eignarhaldsfélagio 1G
ehf. with 99.9996% The ultimate parent company at year ensl MBI hf., which majority shareholder is the
Icelandic state. In January 2011 Framtakssjodur islafdststcame the ultimate parent company of the Group with
81.0% share.

Further information on matters related to sharetabis disclosed in note 26.
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Endorsement and statement by the Board of Directorand the CEO, contd.:

Statement by the Board of Directors and the CEO

The annual consolidated financial statements for the yeded 31 December 2010 have been prepared in accordance
with International Financial Reporting Standards (IFR&s)adopted by the EU and additional Icelandic disclosure
requirements for consolidated financial statements.

According to our best knowledge it is our opinion that the wirconsolidated financial statements give a true and
fair view of the consolidated financial performance of then@pany for the financial year 2010, its assets, liabilities
and consolidated financial position as at 31 December 20@t0ita consolidated cash flows for the financial year
2010.

Further, in our opinion the consolidated financial statetee@nd the endorsement of the Board of Directors and the
CEO give a fair view of the development and performance ofGheup's operations and its position and describes
the principal risks and uncertainties faced byGhneup.

The Board of Directors and the CEO have today discussed thgahnonsolidated financial statements of Icelandic

Group hf. for the year 2010 and confirm them by means of thgmagures. The Board of Directors and the CEO

recommend that the consolidated financial statementsheilapproved at the annual general meeting of Icelandic
Group hf.

Reykjavik, 10 March 2011.

Board of Directors:

Herdis Drofn Fjeldsted
Brynjolfur Bjarnason
Henrik Leth

Steinp6r Baldursson
P6r Hauksson

CEO:
Brynjolfur Bjarnason
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Independent Auditors' Report

To the Board of Directors and Shareholder of lcgiaGroup hf.

We have audited the accompanying consolidated financérsients of Icelandic Group hf., which comprise the
consolidated statement of financial position as at 31 Déegrd010, the consolidated statements of comprehensive
income, changes in equity and cash flows for the year theedrahd notes, comprising a summary of significant
accounting policies and other explanatory inforomati

Management's Responsibility for the Financial Statments

Management is responsible for the preparation and faireptation of these consolidated financial statements in
accordance with International Financial Reporting Statislas adopted by the EU, and for such internal control as
management determines is necessary to enable the prepashtionsolidated financial statements that are free from
material misstatement, whether due to fraud omerro

Auditor's Responsibility

Our responsibility is to express an opinion on these codatdd financial statements based on our audit. We

conducted our audit in accordance with International Steshglon Auditing. Those standards require that we comply

with ethical requirements and plan and perform the auditiitaia reasonable assurance whether the consolidated
financial statements are free from material misstent.

An audit involves performing procedures to obtain auditdemice about the amounts and disclosures in the
consolidated financial statements. The procedures seledepend on the auditor's judgment, including the
assessment of the risks of material misstatement of thadiabstatements, whether due to fraud or error. In making
those risk assessments, the auditor considers internabtoalevant to the entity's preparation and fair preséoma

of the consolidated financial statements in order to deaigtit procedures that are appropriate in the circumstances
but not for the purpose of expressing an opinion on the efieoess of the entity's internal control. An audit also
includes evaluating the appropriateness of accountingiples used and the reasonableness of accounting egtimate
made by management, as well as evaluating the lbpeeaentation of the financial statements.

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

Opinion

In our opinion, the consolidated financial statements givaie and fair view of the consolidated financial positadn

Icelandic Gropup hf. as at 31 December 2010, and of its categel financial performance and its consolidated cash
flows for the year then ended in accordance witerhrational Financial Reporting Standards as adiopyethe EU.

Report on the Board of Directors report

Pursuant to the legal requirement under Article 106, Pagayd, Item 5 of the Icelandic Financial Statement Act No.
3/2006, we confirm that, to the best of our knowledge, theorepf the Board of Directors accompanying the
financial statements includes the information requiredh@yFinancial Statement Act if not disclosed elsewhereén th
Financial Statements.

Reykjavik, 10 March 2011.
KPMG ehf.

Samundur Valdimarsson
Margret G. Flévenz
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Consolidated Statement of Comprehensive Income

for the year 2010

Notes 2010 2009

SAIES it 7 999.567 997.459
COSt Of GOOUS SONU ...ttt e e e e e et ae e e e e e e s e ennnnaee ( 871.707) ( 874.626)
GrOSS PIOFIt covviiiiiiiiiiiiiiieii e aaaaaaaaaaas 127.860 122.833
Other Operating INCOMIE .........civiiiiiiiieeees s s s s s s e e e s e s e e e e e e e e e e e e e aaaaaaeaaaaaaes 8 962 568
OPEratiNg EXPENSES ...vvviririrrriununnnnnnnsnss e e eeeeasattsasaststettteererererererer.. 9 ( 103.245 ( 95.370
Share of profit of equity accounted investees, net of indame...........ccccceeveieiiiiinnnn 31 24
Operating Profit ..o 25.608 28.055
FINANCE INCOME ...oiiiiiiiiiiiiiicc s e 828 2.282
Finance CostS ......cooccvveeeiiiieiiinnnnns ( 10.888 ( 17.920
Net finance costs 14 ( 10.060) ( 15.638)
Profit before iNCOME tax...........ocvvviiiiiiiiiii i, 15.548 12.417
INCOME T8X ... 15,16 ( 9.464) ( 6.229)
Profit fOr the YEAI .....coee e 6.084 6.188
Other Comprehensive Income

Foreign currency translation differences for foreign op@mati................ccccvveeeeeeennn. 8.587 88

Reclassification relating to foreign operations disposed tife year ......................... 0 ( 38)

Cash flOW NEAGE .....oiiiiiiie e a e ( 374) ( 248)

Income tax relating to cash flow hedge ... 112 57
Other comprehensive income (loss) for the year, net of tax......................... 8.325 ( 141)
Total comprehensive income for the year..........cccccoe v, 14.409 6.047
Profit for the year attributable to:

Equity holders of the COmMPaNY .......ccooviviiiiie s ceeeeee e 6.097 5.634

NON-CONtrolling INTErest ...........ccooiviiiiitieeee ( 13) 554
Profit fOr the YEaK.... ..o e 6.084 6.188
Total comprehensive income attributable to:

Equity holders of the COmMPaNY .........ccuuueiiiiii e 14.139 5.488

NON-CONLFOIING INTEIESE .....eiiiiieei ettt e e ee e e e e e e 270 559
Total comprehensive income for the year ............oeeeeeeviieiini e, 14.409 6.047
Earnings per share:

Basic and diluted earnings per sh

(each share is 1 Icelandic KrONa) ............couiiceeeeeeceeiiiiiiiiee et 31 0,0022 0,0020

The notes on pages 10 to 43 are integral part of these finatatinen
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Consolidated Statement of Financial Position
as at 31 December 2010

Notes 2010 2009
Assets:
Property, plant and equipment ..o 17-21 103.947 94.735
INtANQIDIE ASSELS ...ttt e 22 64.864 63.363
Other iINVESIMENLS .......ccooiiiiiie e 23 1.400 1.534
Deferred tax asSets ......ocoooiviiiiiiiiiicccieee e 34 3.710 5.710
Total non-current assets 173.921 165.342
INVENTOTIES uuviiii et e e e e e e e e e e e eeaeernaaaes 24 168.029 142.633
Trade and other receivables ............oooceeeeeee i, 25 111.393 108.344
Cash and cash equivalents ............ccccceeveeee i, 26.084 25.250
Total current assets 305.506 276.227
Total assets 479.427 441.569
Equity:
Share capital .........coooceiiiiii e 26 16.733 16.733
Share Premium ..o eeeerer e e e e e e e e e e 27 141.095 141.095
Reserves (defiCit) ......ccoeveiieiiii e 28-30 ( 14.980) ( 23.022)
Retained @arnings ..........uuueeieeiiieiees e e e e eesseeeeenreeeeeereeeeeees 11.731 5.634
Total equity attributable to equity holders of ttammpany 154.579 140.440
Non-controlling iNterest .......ccccveeeeeeiee e 2.357 2.087
Total equity 156.936 142.527
Liabilities:
Loans and DOrrOWINGS ........ccvviiieeiiiiiiceeeee e 32,33 101.663 80.178
Deferred income tax liability ..........ccuvieeeceveereeeeeis 34 8.321 8.044
Total non-current liabilities 109.984 88.222
Loans and DOITOWINGS ..........uueeeiiiiiiiiieaaccc e e e 32,33 110.224 125.271
Trade and other payables ............ooo i, 35 102.283 85.549
Total current liabilities 212.507 210.820
Total liabilities 322.491 299.042
Total equity and liabilities 479.427 441.569

The notes on pages 10 to 43 are integral partesktfinancial statements
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Consolidated Statement of Changes in Equity

for the year 2010
Non-
Share Share  Reserves Retained controlling Total
capital  premium (deficit) earnings interest equity
Changes in equity in 2009:
Equity as at 1.1.2009 ........cccccveeeerunnn. B37 141.095 (22.876) 0 1.528 136.480
Total comprehensive loss
fortheyear .......ocoooiiiiiiiiiiic e (146) 5.634 559 6.047
Equity as at 31.12.2009................. 16.733 141.095 (  23.022) 5.634 2.087 142.527
Changes in equity in 2010:
Equity as at 1.1.2010 ......c.cceccvvverrenenn. B37 141.095 (23.022) 5.634 2.087 142.527
Total comprehensive income
fortheyear .......ccoociiiiiiiieeee s 8.042 6.097 270 14.409
Equity as at 31.12.2010................. 16.733 141.095 ( 14.980) 11.731 2.357 156.936

No dividends were paid in 2009 and 2010.

The notes on pages 10 to 43 are integral partesktfinancial statements
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Consolidated Statement of Cash Flows

for the year 2010

Notes 2010 2009
Cash flows from operating activities
Operating Profit ... —————— 25.608 28.055
Difference between operating profit and cash frgrarations
Net gain on sale Of aSSELS ......uuvviviiiiicccme e 425)( 549)
Depreciation and amortiSation ...............cceeemeeeeeeeeeecnvnnnnnnnnnnenn 17,22 16.256 17.628
Share of profit of equity accounted investees.........ccccccveveee.... 31) ( 24)
Change in operating assets and liabiliti€S weeuweeeeveeeeeeeeeiiiiiiiinnes 39 ( 1.375) 41.456
Cash generated from operations 40.033 86.566
Interest INCOME reCeiVEd ...........ccueeeti oo 938 876
Interest and finance costs paid ...........ccoceeecoiiiiiiiiiiiiieeeeee, 10.812 ( 14.131
INCOME taX PAI ..eeiiiiiiiieee e 5.330 ( 3.174
Net cash generated from operating activities 24.829 70.137
Cash flows from investing activities
Investment in property, plant and equipment ..............ccccceveieeeeenen. 17 20.923 ( 9.289
Proceeds from sale of property, plant and equipment..................... 653 1.891
Investment in intangible assets ........oooooeeeeeeee 735 ( 744,
Net cash outflow on disposal of subsidiary .. ..ccccoeeeeiiiiniiiiiinne. 0 ( 229
Decrease in bonds and other receivables ..o, 460 119
Net cash used in investing activities 20.545] 8.252)
Cash flows from financing activities:
Long-term debt proceeds ...........ooooiiiicceeeee 7.757 806
Long-term debt repaid .............eeeieiiiiiiiii e 15556 ( 12.562
Short-term debt proceeds (repaid) .........cccccemeiiciiiiiiiiiiiee e, 2581 ( 54.275)
Net cash used in financing activities 5.218) 66.031)
Decrease in cash and cash equivalents.................c.cc.c........ 934) ( 4.146)
Effect of exchange rate fluctuations on cash held............. 1.768 ( 414)
Cash and cash equivalents at 1 Janua.................cccccoevevevenenenn, 25.250 29.810
Cash and cash equivalents at 31 Decembet....................... 26.084 25.250

The notes on pages 10 to 43 are integral partesktfinancial statements
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Notes

1.  Reporting entity

Icelandic Group hf. is a company domiciled in Borgartiin 28ylgavik, Iceland. The consolidated financial

statements of the Company as at and for the year ended 31 bec&@10 comprise the Company and its
subsidiaries, together referred to as the "Group" and iddally as "Group entities", and the Group’s interest in
associates. The Group is involved in manufacturing and etexdx of seafood in international markets (see note
6).

Basis of preparation
a. Statement of compliance

The consolidated financial statements have been preparadcordance with International Financial Reporting
Standards (IFRSs) as adopted by EU.

The consolidated financial statements were approyetie Board of Directors on 10 March 2011.

b. Basis of measurement
The consolidated financial statements have begrapee on the historical cost basis except for dtieviing:

* Financial instruments at fair value though jitrof loss are measured at fair value
* Derivative financial instruments are measuretaa value

The methods used to measure fair values are destfiggher in note 4.

C. Functional and presentation currency

The consolidated financial statements are presented im, @hich is the Company’s functional currency. All
financial information presented in euro has beemded to the nearest thousand.

d. Use of estimates and judgements

The preparation of consolidated financial statements imfarmity with IFRSs requires management to make
judgements, estimates and assumptions that affect thecajpmh of accounting policies and the reported amounts
of assets, liabilities, income and expenses. Actslts may differ from these estimates.

Estimates and underlying assumptions are reviewed on amirgngasis. Revisions to accounting estimates are
recognised in the period in which the estimategevised and in any future periods affected.

Information about critical judgements in applying accanmpolicies that have the most significant effect on the
amount recognised in the consolidated financial statesrierincluded in the following note 22 on measurement
of the recoverable amounts of cash-generating aoitgaining goodwill.

Consolidated Financial Statements of Icelandic Group hf. 2010 All amounts are in thousands of euro
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Notes, contd.:

3. Significant accounting policies

The accounting policies set out below have been appliedistently to all periods presented in these
consolidated financial statements, and have begledpconsistently by Group entities.

Certain comparative amounts have been reclassdiednform with the current year’s presentation.

a. Basis of consolidation

(i) Subsidiaries
Subsidiaries are entities controlled by the Group. Congrsasts when the Group has the power to govern the
financial and operating policies of an entity so as to obtaémefits from its activities. In assessing control,
potential voting rights that currently are exercisable #ken into account. The financial statememis
subsidiaries are included in the consolidated financetieshents from the date that control commences until the
date that control ceases. The accounting policies of siavid have been changed when necessary to align them
with the policies adopted by the Group.

(i)  Associates (equity accounted investees)

Associates are those entities in which the Group has sigmifiinfluence, but not control, over the financial and
operating policies. Significant influence is presumedxistavhen the Group holds between 20 and 50 peroént
the voting power of another entity. Associates are accalfie using the equity method (equity accounted
investees) and are initially recognised at cost. The cate®d financial statements include the Group’s sludire
the income and expenses and equity movements of equity miebinvestees, after adjustments to align the
accounting policies with those of the Group, from the daé #ignificant influence commences until the date that
significant influence ceases. When the Group’s share gEsxceeds its interest in an equity accounted investee,
the carrying amount of that interest is reduced to nil andgadtion of further losses is discontinued except to the
extent that the Group has an obligation or has rpagieents on behalf of the investee.

(i)  Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealisgmine and expenses arising from intra-group
transactions, are eliminated in preparing the consoli&iteancial statements. Unrealised gains arising from
transactions with equity accounted investees are elimihagainst the investment to the extent of the Group's
interest in the investee. Unrealised losses are eliminatede same way as unrealised gains, but only to the
extent that there is no evidence of impairment.

Consolidated Financial Statements of Icelandic Group hf. 2010 All amounts are in thousands of euro
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Notes, contd.:

3.a. Contd.:

b. Foreign currency
0] Foreign currency transactions

Transactions in foreign currencies are translated at tepective functional currencies of Group entities at

exchange rates at the dates of the transactions. Monetsetsasd liabilities denominated in foreign currencies at
the reporting date are retranslated to the functional aagreat the exchange rate at that date. The foreign
currency gain or loss on monetary items is the differencerden amortised cost in the functional currency at the
beginning of the period, adjusted for effective interesd payments during the period, and the amortised cost in
foreign currency translated at the exchange rate at the étidegperiod. Non-monetary assets and liabilities

denominated in foreign currencies that are measured atdhie are retranslated to the functional currency at the
exchange rate at the date that the fair value was determipeckign currency differences arising on retranslation

are recognised in profit or loss.

(i)  Foreign operations

The assets and liabilities of foreign operations, inclgdigoodwill and fair value adjustments arising on
acquisition, are translated to euro at exchange rates aepwting date. The income and expenses of foreign
operations are translated to euro at exchange aaths date of transactions.

Foreign currency differences arising on translation acegeised in other comprehensive income, and presented
in the foreign currency translation reserve in equity. Heeveif the operation is a non-wholly-owned subsidiary,
then the relevant proportionate share of translation idiffee s allocated to the non-controlling interests. When a
foreign operations is disposed of such that control is kb&,cumulative amount in the translation reserve related
to that foreign operation is reclassified to profiloss as part of the gain or loss on disposal.

C. Financial instruments
0] Non-derivative financial instruments

Non-derivative financial instruments comprise investteemn equity and debt securities, trade and other
receivables, cash and cash equivalents, loans and bogewand trade and other payables. Financial assets and
liabilities are recognised on the date that theyaiginated.

Non-derivative financial instruments are recognisedahit at fair value plus, for instruments not at fair value
through profit and loss, any directly attributable trarigac costs. Subsequent to initial recognition non-
derivative financial instruments are measured asritged below.

Financial assets at fair value through profit or loss

An instrument is classified at fair value through profit os$ if it is classified as held for trading or is designated
as such upon initial recognition. Financial instruments designated at fair value through profit or loss if the
Group manages such investments and makes purchases adeéasalens based on their fair value in accordance
with the Group’s documented risk management or investnteategy. Upon initial recognition, attributable
translation costs are recognised in profit or loss as imclrf=inancial instruments at fair value through profit or
loss are measured at fair value, and changes mhareirecognised in profit or loss.

Held-to-maturity investments

If the Group has the positive intent and ability to hold dedatigities to maturity, then they are classified as held-
to-maturity. Held-to-maturity investments are measurteahnaortised cost using the effective interest method, less
any impairment losses.

Consolidated Financial Statements of Icelandic Group hf. 2010 All amounts are in thousands of euro
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Notes, contd.:

3.c. Contd.:

Loan and receivables

Loans and receivables are financial assets with fixed cgrdehable payments that are not quoted in an active
market. Such assets are recognised initially at fair valies @ny directly attributable transaction costs.
Subsequent to initial recognition loan and receivable agasured at amortised cost using the effective interest
method, less any impairment losses.

Loans and receivables comprise trade and otheivedies.

Cash and cash equivalents
Cash and cash equivalents comprise cash balandesakeposits.

Other

Other non-derivative financial instruments are measutegmrtised cost using the effective interest method, less
any impairment losses.

Accounting for finance income and expenses is dised in note 3. m.

(i)  Derivative financial instruments

Derivatives are recognised initially at fair value; attriible transaction costs are recognised in profit or loss
when incurred. Subsequent to initial recognition, denixest are measured at fair value, and changes therein are
accounted for as described below.

Cash flow hedges

Changes in the fair value of the derivative hedging instmintkesignated as a cash flow hedge are recognised
directly in other comprehensive income to the extent thathtédge is effective. To the extent that the hedge is
ineffective, changes in fair value are recogniseprofit or loss.

Other non-trading derivatives

When a derivative financial instruments is not designatea gualifying hedge relationship, all changes in its fair
value are recognised immediately in profit or loss.

(i) Share capital
Ordinary shares

Ordinary shares are classified as equity. Incrementasabistctly attributable to the issue of ordinary shares and
share options are recognised as a deduction frontyeget of tax effects.

Consolidated Financial Statements of Icelandic Group hf. 2010 All amounts are in thousands of euro
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Notes, contd.:

3.c. Contd.:

Repurchase of share capital (treasury shares)

When share capital recognised as equity is repurchasedntibeint of the consideration paid, which includes
directly attributable costs, net of any tax effects, is grised as a deduction from equity. When treasury shares
are sold or reissued subsequently, the amountvegté recognised as an increase in equity.

(iv) Dividends

Dividends are recognised as a decrease in equity in thedpb@riavhich they are approved by the Company's
shareholders.

d. Property, plant and equipment
0] Recognition and measurement

Items of property, plant and equipment are measured atesstlccumulated depreciation and impairment losses.
Cost includes expenditures that is directly attributablehte acquisition of the asset and capitalised borrowing

costs. Purchased software that is integral to the funditgrad the related equipment is capitalised as part of that

equipment.

When parts of an item of property, plant and equipment hafferdnt useful lives, they are accounted for as
separate items (major components) of propertyt@ad equipment.

Gains and losses on disposal of an item of property, planteapdpment are determined by comparing the
proceeds from disposal with the carrying amount of propegnt and equipment and are recognised net within
"other income" in profit and loss.

(i)  Subsequent costs
The cost of replacing part of an item of property, plant andigaent is recognised in the carrying amount of the
item if it is probable that the future economic benefits edibd within the part will flow to the Group and its cost
can be measured reliably. The carrying amount of the replpeet is derecognised. The costs of the day-to-day
servicing of property, plant and equipment are gacsed in profit or loss as incurred.

(i)  Depreciation
Depreciation is calculated over the depreciablewafjavhich is the cost of an asset, less its residalue.

Depreciation is recognised in profit or loss on a straigi-basis over the estimated useful lives of each pfrt
an item of property, plant and equipment. Leased assetspreclated over the shorter of the lease term or their
useful lives unless it is reasonably certain that the Groilipptain ownership by the end of the lease term. Land
is not depreciated. The estimated useful livesHercurrent and comparative periods are as follows

Useful lives
BUIIJINGS ettt et e et ee e e st e e e e e st et e e e e e e bbb et e e e e e b e e e e e e nnees 10-50 years
ONEr fIXEA @SSELS ..eeiiiiiiiiiiee ettt ettt e et e e e sttt e e s s e e e e e e et e e e e e e anbr e e e e e e annnes 5-10 years

Depreciation methods, useful lives and residual valuesraveewed at each reporting date and adjusifed
appropriate.

Consolidated Financial Statements of Icelandic Group hf. 2010 All amounts are in thousands of euro
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Notes, contd.:

3. Contd.:
e. I ntangible assets
(i)  Goodwill

Goodwill (negative goodwill) arises up on the aaition of subsidiaries.

Gooduwill represents the excess of the cost of the acquisiti@r the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent lialgl# of the acquiree. When the excess is negative (negative
goodwill), it is recognised immediately as incomeprofit or loss.

Subsequent measurement

Goodwill is measured at cost less accumulated imgait losses.

(i)  Other intangible assets
Other intangible assets that have finite useful lives arasueed at cost less accumulated amortisation and
accumulated impairment losses.

(i)  Subsequent expenditure
Subsequent expenditure is capitalised only whiatitases the future economic benefits embodidaeispecific
asset to which it relates. All other expenditure, includiexpenditure on internally generated goodwill and
brands, is recognised in profit and loss when irezlir

(iv) Amortisation
Amortisation is calculated over the cost of theegdsss its residual value.
Amortisation is recognised in profit or loss on a straighelbasis over the estimated useful lives of intangible

assets, other than goodwill, from the date that they ardahblaifor use. The estimated useful lives for the current
and comparative periods are as follc

Useful lives
BUSINESS relatioNShIP .....cooiiiiiiie e 5-20 years
PAENES oottt e e e e 3 years
SOTIWAE .ttt et e ookt e e oo a kbt e e e e ab et e e e e e e b e e e e e e b e e e e e nnees 3-5years

Amortisation methods, useful lives and residual values rakéewed at each reporting date and adjusifed
appropriate.

Consolidated Financial Statements of Icelandic Group hf. 2010 All amounts are in thousands of euro
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Notes, contd.:

3. Contd.:

f. L eased assets

Leases in terms of which the Group assumes substantialligealisks and rewards of ownership are classified as
finance leases. Upon initial recognition the leased assateiasured at an amount equal to the lower of its fair
value and the present value of the minimum lease paymentbse§uent to initial recognition, the asset is
accounted for in accordance with the accountingcpe@lpplicable to that asset.

Other leases are operating leases and the leased assets ezeagnised on the Group’s statement of financial
position.

g. I nventories

Inventories are measured at the lower of cost and net rbddisalue. The cost of inventories is based onfirss

in first-out principle, and includes expenditure incuriadacquiring the inventories, production and conversion
costs and other costs incurred in bringing them to their tiegjslocation and condition. In the casaf
manufactured inventories and work in progress, cost ireduh appropriate share of production overheads based
on normal operating capacity. The cost of inventory mayudeltransfers from other comprehensive incarhe
any gain or loss on qualifying cash flow hedgefoodign currency purchases of inventories.

Net realisable value is the estimated selling price in trdinary course of business, less the estimated afsts
completion and selling expenses.

h. I mpairment

0] Financial assets
A financial asset not carried at fair value through profitlass is assessed at each reporting date to determine
whether there is any objective evidence that it is impairAdfinancial asset is impaired if objective evidence

indicates that a loss event has occurred after the inite@geition of the asset and that the loss event had a
negative effect on the estimated future cash floftbat asset can be estimated reliably.

An impairment loss in respect of a financial asset measuteahmrtised cost is calculated as the difference
between its carrying amount, and the present value of theatstd future cash flows discounted at the original
effective interest rate.

Individually significant financial assets are tested fmpairment on a individual basis. The remaining financial
assets are assessed collectively in groups thed shmilar credit risk characteristics.

All impairment losses are recognised in profitasd.

An impairment loss is reversed if the reversal can be relabgelctively to an event occurring after the impairment
loss was recognised. For financial assets meastir@uiortised cost the reversal is recogniseddfitfr loss.
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3. Contd.:

(i) Non financial assets

The carrying amount of the Group’s non-financial assetserothan inventories and deferred tax assets, are
reviewed at each reporting date to determine whether teeamyi indication of impairment. If any such indication
exists, then the assets recoverable amount is estimataedgoedwill and intangible assets that have indefinite
lives or that are not yet available for use, recalike amount is estimated at each reporting date.

The recoverable amount of an asset or cash-generatingsuthit igreater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimatedefaagh flows are discounted to their present value using
a pre-tax discount rate that reflects current market assgds of the time value of money and the risks specific to
the asset. For the purpose of impairment testing, assetgdhaot be tested individually are grouped together
into the smallest group of assets that generates cash sfimm continuing use that are largely independet
the cash inflows of other assets or groups of assets (thé-gg@aserating unit"). Goodwill acquired in a business
combination is allocated to cash-generating units that expected to benefit from the synergies of the
combination.

An impairment loss is recognised if the carrying amount ofaset or its cash-generating unit exceeds its
estimated recoverable amount. Impairment losses are mesgshin profit or loss. Impairment losses recognised
in respect of cash-generating units are allocated firsetuce the carrying amount of any goodwill allocated to
the units, and then to reduce the carrying amounts of ther @ibgets in the unit (group of units) on a pro rata
basis

An impairment loss in respect of goodwill is not reversed. r&spect of other assets, impairment losses
recognised in prior periods are assessed at each repoaiadat any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there hankse change in the estimates used to determine the
recoverable amount. An impairment loss is reversed onlydoeixtent that the asset's carrying amount does not
exceed the carrying amount that would have been determined,of depreciation or amortisation, if no
impairment loss had been recognised.

i. Employee benefits
Defined contribution plans

A defined benefit plan is a post-employment benefit planainghich an entity pays fixed contributions into a
separate entity and will have no legal or constructive athian to pay further amounts. Obligations for
contributions to defined contribution pension plans amgaised as an employee benefit expense in profit or loss
when they are due. Prepaid contributions are recognised ass&t to the extent that a cash refund or a reduction
in future payments is availak

j- Provisions

A provision is recognised in the statement of financial posiif, as a result of a past event, the Group has a
present legal or constructive obligation that can be es@ichaeliably, and it is probable that an outflosé
economic benefits will be required to settle the obligatiBrovisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects currenketaassessments of the time value of money and the risks
specific to the liability. The unwinding of the d@unt is recognised as finance cost.
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3. Contd.:

k. Revenue

0] Goods sold

Revenue from the sale of goods in the course of ordinary iieBvis measured at the fair value of the
consideration received or receivable, net of returnsetididcounts and volume rebates. Revenues is recognised
when the significant risks and rewards of ownership havenbeansferred to the buyer, recovery of the
consideration is probable, the associated costs or théymssturn of goods can be estimated reliably, there is no
continuing management involvement with the goodktae amount of revenue can be measured reliably.

The timing of the transfers of risks and rewardyviepending on the individual terms of the cortadcsale.

(i)  Other operating revenue
Other operating revenue comprises the gain onaleeas property, plant and equipment and othermege

l. L ease payments

Payments made under operating leases are recognised itnoproks on a straight-line basis over the term of the
lease. Lease incentives received are recognised as anainpegt of the total lease expense, over the term of the
lease.

Minimum lease payments made under finance leases are apmaitbetween the finance expenses and the
reduction of the outstanding liability. The finance expeisallocated to each period during the lease term so as
to produce a constant periodic rate of interegherremaining balance of the liability.

m. Finance income and costs

Finance income comprises interest income on funds inveslisitlend income, changes in the fair valoé
financial assets at fair value through profit or loss, fgrecurrency gains, and gains on hedging instruments that
are recognised in profit or loss. Interest income is recggphias it accrues in profit or loss, using the effective
interest method. Dividend income is recognised in profilass on the date that the Group’s right to receive
payment is established.

Finance costs comprise interest expense on borrowingsndimg of the discount on provisions, foreign currency
losses, changes in the fair value of financial assets atviaie through profit or loss, impairment losses
recognised on financial assets, and losses on hedgingrimsiits that are recognised in profit or loss. Borrowing
costs that are not directly attributable to acquisition@mstruction of a qualifying asset are recognised in prafit o
loss using the effective interest method.

Foreign currency gains and losses are reported on a netdsasither finance income or finance cost depending
on whether foreign currency movements are in niet glanet loss position.

n. I ncome tax

Income tax comprises current and deferred tax. Income teecizgnised in profit or loss except to the extent that
it relates to items recognised directly in equityroother comprehensive income.

Current tax is the expected tax payable or receivable onakebte income or loss for the year, using tax rates
enacted or substantively enacted at the reporting dateaaynddjustment to tax payable in respect of previous
years.
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3.n. Contd.

Deferred tax is recognised using the balance sheet methodidmg for temporary differences between the
carrying amounts of assets and liabilities for financighasing purposes and the amounts used for taxation
purposes. Deferred tax is not recognised for the followerggorary differences: the initial recognition of assets
or liabilities in a transaction that is not a business coratdm and that affects neither accounting nor taxable
profit, and differences relating to investments in sulzgidis to the extent that it is probable that they will not
reverse in the foreseeable future. In addition, deferredstanot recognised for taxable temporary differences
arising on the initial recognition of goodwill. Deferredxtés measured at the tax rates that are expected to be
applied to the temporary differences when they reversean the laws that have been enacted or substantively
enacted by the reporting date.

Deferred tax assets and liabilities are offset if there mgally enforceable right to offset current tax liabilitissd
assets, and they relate to income taxes levied by the sanaaitlaarity on the same taxable entity, or on different
tax entities, but they intend to settle current tax liatl@§tand assets on a net basis or their tax assets and lebiliti
will be realised simultaneously.

A deferred tax asset is recognised for unused tax lossesréalits and deductible temporary differences, to the
extent that it is probable that future taxable profits wil &vailable against which they can be utilised. Deferred
tax assets are reviewed at each reporting date and are cethutiee extent that it is no longer probable that the
related tax benefit will be realised.

Additional income taxes that arise from the distributiondiidends are recognised at the same time as the
liability to pay the related dividend is recognised

0. Earnings per share

The Group presents basic and diluted earnings per share) (@8 for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable talimary shareholders of the Company by the weighted
average number of ordinary shares outstanding during thedyeDiluted EPS is determined by adjusting the
profit or loss attributable to ordinary shareholders and theighted average number of ordinary shares
outstanding for the effects of all dilutive potahobrdinary shares.

p. Segment reporting
An operating segment is a component of the Group that engadassiness activities from which it may earn
revenues and incur expenses, including revenues and egtrat relate to transactions with any of the Group's
other components. All operating segment's operating teeaué reviewed regularly by the Group's CEO to make
decisions about resources to be allocated to the segmenassass its performance, and for which discrete
financial information is available.

Inter-segment pricing is determined on an arm’'gtlebasis.

Segment results, assets and liabilities include itemgtiyrattributable to a segment as well as those that can be
allocated on a reasonable basis.

Segment capital expenditure is the total cost incurredhduttie period to acquire property, plant and equipment,
and intangible assets other than goodwiill.
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0

(ii)

(iii)

(iv)

v)

(vi)

Contd.

New standards and interpretations not yet adopted

The Group has applied all International Financial RepgrtiBtandards, amendments to standards and
interpretations that the EU has adopted at year-end 201@G@ndelevant to its operations. The Group has not
adopted standards, amendments to standards and intépreténat are not yet effective for the year ended 31
December 2010, but can be adopted earlier. The effect onoieotidated financial statements of the Group has
not been evaluated.

Determination of fair values

A number of the Group’s accounting policies and disclosveggiire the determination of fair value, for both
financial and non-financial assets and liabilities. Faifues have been determined for measurement and / or
disclosure purposes based on the following methods. Whelicaple, further information about the assumptions
made in determining fair values is disclosed inrthges specific to that asset or liability.

Property, plant and equipment

The fair value of property, plant and equipment recognise@ aesult of a business combination is based on
market values. The market value of property is the estimatedunt for which a property could be exchanged on
the date of valuation between a willing buyer and a willinglesein an arm’s length transaction after proper

marketing wherein the parties had each acted kmigelgbly and willingly.

I ntangible assets

The fair value of trademarks acquired in a business comibimas based on the discounted estimated royalty
payments that have been avoided as a result of the tradengdnk lowned. The fair value of business
relationships acquired in a business combination is déterusing the multiperiod excess earnings method. The
fair value of other intangible assets is based on the digedurash flows expected to be derived from the use and
eventual sale of the assets.

I nventories

The fair value of inventories acquired in a business contluinas determined based on its estimated selling price
in the ordinary course of business less the estimated cbstsnpletion and sale, and a reasonable profit margin
based on the effort required to complete and kellriventories.

Trade and other receivables

The fair value of trade and other receivables is estimatetieapresent value of future cash flows, discounted at
the market rate of interest at the reporting dabe fair value is determined for disclosure purgose

Derivatives

The fair value of forward exchange contracts is based om liseéd market price, if available. If a listed market
price is not available, then fair value is estimated by distimg the difference between the contractual forward
price and the current forward price for the residual magwftthe contract using a risk-free interest rate based on
government bonds.

Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes;alculated based on the present value of future
principal and interest cash flows, discounted at the maektetof interest at the reporting date. For finance leases
the market rate of interest is determined by refegdo similar lease agreements.
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5.  Financial risk management

The Group has exposure to the following risks fitsmse of financial instruments:

* Credit risk

* Liquidity risk

* Market risk

* Operational risk

This note presents information about the Group’s exposueath of the above risks, the Group’s objectives,
policies and processes for measuring and managing risk,tledsroup’s management of capital. Further
quantitative disclosures are included throughoesé¢hconsolidated financial statements.

The Board of Directors has overall responsibility for th@ablishment and oversight of the Group’s risk
management framework. The Board has commended the CEO daaytaeveloping and monitoring of the
Group's risk management policies.

The Group’s risk management policies are established mifg@nd analyse the risks faced by the Group, to set
appropriate risk limits and controls, and to monitor risksl @dherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in martetlitions and the Group’s activities. The Group

aims to develop a disciplined and constructive control mmrinent in which all employees understand their roles
and obligations.

Credit risk

Credit risk is the risk of financial loss to the Group if a auser or counterparty to a financial instrument fails to
meet its contractual obligations, and arises ppialty from the Group’s receivables from customers.

Trade and other receivables

The Group’s exposure to credit risk is influenced mainly sy individual characteristics of each customer. The
demographics of the Group’s customer base, including tfeuldeisk of the industry and country in which
customer operate, has less of an influence on credit riskprémately 37% (2009: 36%) of the Group’s
revenue is attributable to sales transactions igtfive largest customers.

The Group has established a credit policy under which each cgstomer is analysed individually for
creditworthiness before the Group’s standard payment afigedy terms and conditions are offered. The
Group’s review includes external ratings, when availadhg, in some cases bank references. Purchase limits are
established for each customer, which represents the maxiopen amount. Customers that fail to meet the
Group’s benchmark creditworthiness may transatt thi¢ Group only on a prepayment basis.

Most of the Group’s customers have been transacting witlGtieeip for many years, and losses have occurred
infrequently. In monitoring customer credit risk, custamare grouped according to their credit characteristics,
including whether they are an individual or legal entity,etter they are a wholesale, retail or end-user customer,
geographic location, industry, aging profile, miguand existence of previous financial difficukie
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5. Contd.:

Trade and other receivables, contd.:

The Group establishes an allowance for impairment thatesgmts its estimate of incurred losses in respéct
trade and other receivables. The main components of tluwalice are a specific loss components that relates to
individually significant exposures, and a collective lassmponent established for groups of similar assets in
respect of losses that have been incurred but not yet igehtifThe collective loss allowance is determined based
on historical data of payment statistics for simflaancial assets.

Guarantees

The Group’s policy is to provide financial guarantees onlystibsidiaries. At 31 December 2010 guarantees
provided to subsidiaries amounting to € 73.5 mill{@009: € 73.0 million) were outstanding.

Liquidity risk
Liquidity risk is the risk that the Group will not be able to etdts financial obligations as they fall due. The
Group’s approach to managing liquidity is to ensure, asdaraessible, that it will always have sufficient liquidity

to meet its liabilities when due, under both normal and strdsonditions, without incurring unacceptable losses
or risking damage to the Group’s reputation.

The Group uses activity-based costing to cost its produndssarvices, which assists it in monitoring cash flow
requirements and optimising its cash return on investmengpically the Group ensures that it has sufficient cash
on demand to meet expected operational expenses, incltitdrngervicing of financial obligations; this excludes
the potential impact of extreme circumstances that caresganably be predicted, such as natural disasters. In
addition, the Group maintains lines of credit amounting 868 million (2009: € 64.9 million) that can be drawn
down to meet short-term financing needs.

Market risk

Market risk is the risk that changes in market prices, sucfosgn exchange rates and interest rates will affect
the Group’s income or the value of its holdings of financiastiuments. The objective of market risk
management is to manage and control market risk exposutbmaicceptable parameters, while optimising the
return.

Currency risk

The Group is exposed to currency risk on sales, purchasebamowings that are denominated in a currency
other than the respective functional currencies of Grouiities, primarily the euro (€), but also the Pound

Sterling (GBP) and U.S. Dollars (USD). The currencies inalhihese transactions primarily are denominated
are GBP, Swiss Francs (CHF), Canadian dollar (Ca@) USD.

Interest raterisk

Most of the Group's borrowings are on a floatirtg tzasis.

Other market price risk

Other market price risk is limited, as the Group's investimém held-to-maturity bonds and shares at fair value
through profit or loss is immaterial part of theo@p's operation
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5. Contd.:

Operational risk

Operational risk is the risk of direct or indirect loss arisifrom a wide variety of causes associated with the

Group's processes, personnel, technology and infragteycand from external factors other than credit, market

and liquidity risks such as those arising from legal and leguy requirements and generally accepted standards
of corporate behaviour. Operational risks arisenfad| of the Group's operations.

The Group's objective is to manage operational risk so aalembe the avoidance of financial losses and damage
to the Group's reputation with overall cost effectivenesd ta avoid control procedures that restrict initiative and
creativity.

Capital management

The Board's policy is to maintain a strong capital base so asaintain investor, creditor and market confidence
and to sustain future development of the business. The Bafabirectors monitors the return on capital, which
the Group defines as result from operating activities dididoy total shareholders' equity, excluding non-
controlling interest. The Board of Directors afsonitors the level of dividends to ordinary shatdkos.

The Board seeks to maintain a balance between the highensetiuat might be possible with higher levelf
borrowings and the advantages and security afforded byredstapital position. The Group’s target is to achieve
a return on capital of between 12.5 and 15.0 percent; in 204 0dturn was 3.9 percent (2009: 4.3 percent). In
comparison the weighted average interest expense on sttazaring borrowings, excluding liabilities with
imputed interest, was 4.6 percent (2009: 3.5 péycen
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Operating segment
6. The Group comprises the following main reportalglgnsents:

*  Production: Processing seafood into value added products.
* Salesand marketing: Sales and marketing of seafood without further gssing.
* Holding and servicing: Parent company and companies that provide logistic andtgusarvice to other group

companies.

Business segments

201 Sales an Holding anc

Productiol marketing servicing Eliminations Consolidate

Sales to external customers .......... 731.386 268.064 117 999.567

Inter-segment sales ..................... 64.826 92.539 2.786( 160.151) 0

Total segment sales ...................... 796.212 360.603 2.903( 160.151)  999.567

Segmentresult ...........cccceeiiiiiennen. 27.780 ( 239 ( 1.964 0 25.577

Net finance costs ...........c...ce... (- 6.890) ( 3.634) 464 ( 10.060)

Share of profit of equity

accounted investees, net of tax .... 0 0 31 31

Profit (loss) before income tax ..... 20.890 ( 3.873)( 1.469) 0 15.548

Income tax ....ccccceeevviivvieeeenninn (.. 9.724) ( 24) 284 ( 9.464)

Profit (loss) for the year ............... 11.166 ( 3.897)( 1.185) 0 6.084

Segment assets .......cccvvvieiieeienennnn, 408.169 114.533 19.544 ( 62.819 479.427

Segment liabilities .................... 242.653 128.456 14.597 ( 63.215 322.491

Capital expenditure ...................... 20.983 566 109 21.658

Depreciation .......ccccccceeeeeeennnn. 14.096 644 51 14.791

Amortisation of intangible

ASSELS .eviiiiiii e 1.341 124 0 1.465
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6. Contd.:
2009 Sales and Holding and
Productiol marketing servicing Eliminations Consolidate

Sales to external customers .......... 740.916 256.034 509 997.459
Inter-segment sales ..................... 47.053 93.719 2.536( 143.308) 0
Total segment sales ...................... 787.969 349.753 3.045( 143.308) 997.459
Segmentresult ..........cccccvvviiiiennnn, 24.834 4.086 ( 889 28.031
Net finance costs ...................... (.. 11.524) ( 325) ( 3.789) ( 15.638)
Share of loss of equity
accounted investees, net of tax .... 0 0 24 24
Profit (loss) before income tax ..... 13.310 3.761 ( 4.654) 0 12.417
INCOME taX ..vevevviieiiiieeiiieeee (- 7.088) 472 387 ( 6.229)
Profit (loss) for the year ............... 6.222 4.233 ( 4.267) 0 6.188
Segment asSets ......ccccceeeiiiiiiiieeeninns 425.684 137.882 18.555 ( 140.552 441.569
Segment liabilities ........................ 289.506 142.484 7.761 ( 140.709 299.042
Capital expenditure ...................... 9.677 356 0 10.033
Depreciation .........ccccceeeveiiiiiiinnnes 14.798 906 59 15.763
Amortisation of intangible

ASSELS Leviiiiii e 1.747 118 0 1.865
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Sale:

7. Sales is specified as follows:

2010 2009
SAIES ..t e e e e e e e e e st rae e e e s atraaaaaeaan 993.541 992.946
107000114113 o] o R PP PPP 6.026 4513
SAIES, TOLAl .o 999.567 997.459
Other income
8. Other operating income is specified as follows:
2010 2009
Gain 0N SAIE OF ASSELS ..eiiiiiiiiiiiie et 640 568
Other INCOME ...ttt e e st e e e s st e e e s st e e e e e s anees 322 0
Other operating iNCoOMe, tOtal ........cccuuiiieriei e 962 568
Operating expense
9. Operating expenses are specified as foll
201 200¢
Salaries and salary-related expenses 50.104 48.146
Loss on sale of assets .........ccceeeeeee s 81 19
Other Operating EXPENSES .......cooiieeee s e e e e e e e e s e s ssnanntaeraeeareeeeaeeeeesessnsanns 47.819 41.106
Depreciation of operating assets and amortisationtangible assets .................... 5.241 6.099
Total OPerating EXPENSES ......eeiiiiiieiiiiae ettt e e e e et e e e aa e e e e e e s eaeaeeneeeees 103.245 95.370
10. Salaries and salary-related expenses are ggkasifollows:
2010 2009
SAIATIES et e e e e e et aeaaaas 95.213 94.552
Salary-related EXPENSES .......cooiiiiii sttt e e e e e e e e 9.659 9.688
Total salaries and salary-related EXPENSES weeeeeeerrrrrriiiiiiireeeeeee i iieseiieeees 104.872 104.240
Average number of employees (full year equivalents).............cccccccvvvvvveeeeeennnnn. 3.653 4.071
Positions with the Group at the end of the year............ccccvvvvveeviiiii e, 3.796 3.710
Salaries and salary-related expenses are alloaatflows on items in the profit or loss:
COSt Of OOAS SOIA ...ttt e e 54.766 56.094
OPErating EXPENSES .....uuuuiriuiiieiiieeeeiaaaaaaassrrebeeeseeeraeaaaaaaaaaaaaaaaaaaaaaaannsssseeeeeees 50.106 48.146
Total salaries and salary-related EXPENSES weeeeeeerrrrrririiiiiieeeeeee s iieseinieeees 104.872 104.240
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11. Salaries and fringe benefits paid to the Board of Directoskey management for their work for companies within
the group and ownership in the Company are spddifefollows:

Salaries an

benefits
Board of Directors:
Herdis Dréfn Fjeldsted, Chairman of the Board fro@nFebruary 2011 .............cooooeeiiivieeeeennns 0,0
Brynjolfur Bjarnason, former Chairman of the Boartt Board Member ................cccocvivvieeeens 0,0
Steinpdér Baldursson, former Chairman of the Boaudi Board Member ..........cccccceevviviiieieennns 0,0
POr Hauksson, BOArd MEMDET .......eueiiiiiiieeee e ettt e e e e e e ettt e e e e e e e aeaaaas 0,0
Henrik Leth, BOard MEMDET ...........ooiiiiit ettt e e e et rreee e e e e e e e e e e e e eeeesba e e as 11,5
Guomundur Kristjansson, former Board MEemDET ..........ooiiiiiiieiiiiiiiiee e 115
Gunnar Jonsson, former Board MEMDET ... e 11,5
Haraldur Jonsson, former Board MEMDET ......ccueeeeiuiiiiiiiiiiiiieieeeeeee e 11,5
Friorik J6hannsson, former Board MEmMDET .........c..oooiiiiiiiiiiiieeeeeeeee e 2,5
Einar Valur Kristjansson, former deputy Board M@&mMb.............ccccoevviiiiiiiii e 8,7
Managing Director:
Finnbogi A. BaldvinsSson, fOrMEr CEO ........oeueuiiiiiiiiieiieeeee e e et e e e e e e aaaaaaa e 350,0
12. The Group's depreciation charge in profit or l@ssgecified as follows:
2010 2009
Depreciation of property, plant and equipment,r8®e 17 .........cccccccvvvveereeeeeeennnn, 14.791 15.763
Amortisations of intangible assets, S€€ NOtE 22..........ccccvvvveveeeiiiiieeeeeeeeeeeeeeen 1.465 1.865
1] = LSRR 16.256 17.628
Depreciation, amortisation and impairment losdlecated as follows on operating items:
CoSt 0f OOAS SOI ...t 11.015 11.529
OPErating EXPENSES .....uuuuieiuiiiiieeeeeeiaaaaaaasnreeteeeseeeeeeeaaaaaaaaaaaaaasaaaaaaannsssseeeeeees 5.241 6.099
1] = LSRR 16.256 17.628
Auditors' Fees
13. Auditors' fees are specified as follows:
2010 2009
Audit of the financial StateMENLS .........cooeeeeeiiiiiiii e 774 950
Review of interim financial statements and othevigses ..............cccccoecvicieiiniinnen. 428 328
Total QUAILOIS' FEES ...vviiiiii it 1.202 1.278
Thereof remuneration to others than KPMG in Iceland..............cccoccoiieinnnnnen. 998 1.064
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Net finance cost

14. Net finance costs are specified as follows:

2010 2009
INEEIESE INCOIME ...ttt ee e e e e e e e e e e e e e ean 413 554
D1/ To [T o I Too] o 4= OO UUUP PR 298 8
Gain 0N Sale Of SNAES ......vvviiiiie e 117 696
N L= o0 1= o VA - U o PR 0 1.024
Finance iNCOME, tOLal ..........ccviiiiiie e 828 2.282
INEEIrEST EXPENSES ...ceiii i i ittt e e e e e e e e e e e e e s e s s e s et e eererraeaeeeeeesanannnnnnes ( 10.552) ( 13.834)
LSS 0N Sale Of SUDSIAIANY ..........cooeee e ettt 0 ( 4.086)
L= o 11T o VA o 7 SRR ( 336) 0
FINANCe COSLS, tOTAI ........cicviiiiiiiii s vmreem e e ( 10.888) ( 17.920)
Net fINANCE COSES ......ooiiiiiii i ( 10.060) ( 15.638)
Income tax expens
15. Income tax recognised in profit or loss are Higekas follows:
2010 2009
CUITENT tAX EXPEINSE .vvrriiiiieieeeeeieeeesceeeeeeeteeenaaaaeeeeeaeeeeeaeaantnnaaeeeeaeaaaeeeerernnes 1.303 441
Deferred tax EXPENSE ....cccceeeii i ceeeeee e e e e e e e e e e e e e ae e 8.161 5.788
Total income tax in Profit Or 0SS ......oooiiiiiiiii s 9.464 6.229
16. Effective tax rate is specified as follows:
2010 2009
Profit for the year ... 6.084 6.188
Total income tax ..........cccccvvvvvnnnen. 9.464 6.229
Profit excluding income tax 15.548 12.417
Income tax using Icelandic corporation tax rate ... 18,0% ( 2.799) 15,0% ( 1.863)
Effect of tax rate in foreign jurisdictions ........ 29,8% ( 4.638) 253% ( 3.144)
Non-deductable expenses ............cccoouceeeacenn. 0,4% ( 62) 1,9% ( 242)
Other itEMS ...oooeiiiiiiiiee e 12,6% ( 1.965) 79% ( 980)
Effective tax rate .........ccoocvvviiiiiiieeeen e, 60,9% ( 9.464) 50,2% ( 6.229)
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Property, plant and equipmeni

17. Property, plant and equipment and their deprecidtigpecified as follows:

Othel

Buildings operatin
Cost or deemed co: and lan asset Total
Balance at 1 January 2009 ..........coooiiiieccmiiiiiieeeeeee e 67.071 109.120 176.191
Reclassifications ... 1.236 ( 2.234 ( 998;
Purchases during the year ...............o e eeee e 1.034 8.255 9.289
Disposal of SubSIdIiary ............ceeeeeiiiiamoeec e (. 4.024 ( 6.235 ( 10.259
Other diSPOSAIS ...t (. 789 ( 3.260 ( 4.049
Exchange rate differences .........ccccooviiiiiiiii 512 3.107 3.619
Balance at 31 December 2009 ...........ooii e eeeeeeeeeeeee s 65.040 108.753 173.793
Reclassifications ..., 6 ( 93) (87)
Purchases during the year ................ e eeeeeee e 7.543 14.199 21.742
DISPOSAIS ...ttt (.. 376, ( 3.374 ( 3.750
Exchange rate differences .........ccccooveiiiiiii 2.022 3.247 5.269
Balance at 31 December 2010 .........oooiicoemneeeeeee e 74.235 122.732 196.967
Depreciation and impairment losse
Balance at 1 January 2009 ................ccccummmmererrereerrereeeeeeeeaaenenn 11.614 59.533 71.147
ReClasSIfiCations .........cccvveeeeiiiii i eeeeee e 0 ( 1.044 ( 1.044
[D=T 0] LYol = L1 P 3.270 12.493 15.763
Disposal of subSIdIiary ............eeeveeiiiicmcmec e e (. 1.251 ( 4.667 ( 5.918
Other diSPOSAIS ...t rrrrrer e (.. 218 ( 2.612 ( 2.830
Exchange rate differences .......ccccccvvveeeeeeeeee e, 123 1.817 1.940
Balance at 31 December 2009 ...............commmmrereeeeeesinineeeeeannns 13.538 65.520 79.058
ReClasSIfiCations ..........cceveeeiiiiii i eeeeee e 6 ( 93) ( 87)
[D=T 0] LYol = L1 [ 3.328 11.463 14.791
DISPOSAIS ...vvvviiiiiiiiiiiieieeee e seeeee e (.. 277 ( 2.746 ( 3.023
Exchange rate differences .......ccccccvvvvveeeeiee e 353 1.928 2.281
Balance at 31 December 2010 ............... e eeeeeeeeeeeverirrinnnns 16.948 76.072 93.020
Carrying amounts
1.0.20009 . 55.457 49.587 105.044
3BL.12.2009 ..oiiieiiee s 51.502 43.233 94.735
BL.12.2000 coiiieeeiiiiie e 57.287 46.660 103.947
Depreciation ratios ..........ooeeeaiiiii i 2-10% 10-20¥%

Finance leases

18. Equipment and machinery for which the Group has concludedeleagreements are capitalized despite the
ownership right of the lessor according to the agreementse flemaining balance of the lease agreements
amounted to € 257 thousand at year-end 2010 (2D8®97 thousand).
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Operating leases

19. The Group has entered into operating lease contracts fonimexry and production equipment. Commitments from
these contracts are not included in the statenfdirtancial position.

Mortgages and Guarantees

20. Mortgages and guarantees for debt with a remaining balain€=63,798 thousand (2009: € 62,989 thousand) were
registered against the Group’s assets at year@&t@l 2

Insurance value
21. Insurance and book value at year-end were as fsilow
2010 2009
Insurance value of BUIIAINGS ......vvviiiiiiiiiicccc e 123.745 115.142
Book value of BUIldINGS .........uviiiiiiiiiiieeeece e e e 57.287 51.502
Insurance value of other operating asSets wooeee oo 72.067 67.524
Book value of other operating assSets ......cccccceeeererieirieiieieeeeee e cceeeeneees 46.660 43.233
Intangible asset:
22. The Group's intangible assets are specified|ss: Other
Busines intangible
Goodwill  Trademark relationship asset Total
Cosi
Balance at 1.1 2009 .................... 180.943 28.495 17.257 3.422 230.117
Reclassification ................ccccee 0 0 107 203 310
Purchases during the year ........... 0 0 182 562 744
Disposal of subsidiary .............. ¢ 12.980 ( 1.848 ( 4574 0 ( 19.402
Exchange rate differences ........... 2.585 ( 130) ( 53) 35 2.437
Balance at 31.12.2009 ........... 170.548 26.517 12.919 4.222 214.206
Purchases during the year ..... 0 0 150 583 733
Exchange rate differences ........... 10.870 432 229 148 11.679
Balance at 31.12.2010 ................ 181.418 26.949 13.298 4.953 226.618
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22. Contd.:
Other
Busines intangible

Goodwill Trademark  relationship asset Total
Amortisations and impairment losse
Balance at 1.1.2009 ............c..c.... 140.336 18.416 3.870 1.611 164.233
Reclassification ................ccccee 0 0 54 212 266
Amortisation for the year ............ 0 0 1.236 629 1.865
Disposal of subsidiary .............. ¢ 12.980 0 ( 1.678 0 ( 14.658
Exchange rate differences ........ (.. 877, 0 ( 19) 33 ( 863]
Balance at 31.12.2009 ................ 126.479 18.416 3.463 2.485 150.843
Amortisation for the year ............ 0 0 819 646 1.465
Exchange rate differences ........... 9.285 0 83 78 9.446
Balance at 31.12.2010 ................ 135.764 18.416 4.365 3.209 161.754
Carrying amounts
1.1.2009 ..oooiiiiiieee e 40.607 10.079 13.387 1.811 65.884
31.12.2009 .....ooveiririieee e 44.069 8.101 9.456 1.737 63.363
31.12.2010 ..o 45.654 8.533 8.933 1.744 64.864
Depreciations ratios .................... 5-20% 4-15%

Amortisation and impairment charge

The amortisation is allocated to the cost of inventory ande&gnised in cost of goods sold as inventory is sold.
The impairment loss is recognised in other opegagixpense in profit or loss.

Impairment testing for cash generating units contaiing goodwill

For the purpose of impairment testing, goodwill is allodate the Group's operating entities which represent the
lowest level within the Group, at which the goodhglmonitored for internal management purposes.
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22. Contd.:
The aggregate carrying amounts of goodwill allodateeach unit are as follows: 2010 2009
Y= T o110 o PR 45.452 43.896
FISkVal @NT. .. e 202 173
LI ] 2= Ul o o o Lo 1V 1| USSR 45.654 44.069

The value in use of each unit was determined by discountiaduture cash flows generated from the continuing
use of the unit and was based on the followingdssumptions:

Cash flows were projected based on actual operating resudts five year business plan for each unit approved by
management. Cash flows for future periods wereapxiated using a constant growth rate.

The anticipated annual real revenue growth rate includelercash flow projection was minus 11.8% to plus 7.0%
for the years 2011 to 2015. Future growth rangeddrn 1.0% and 2.0%.

A post-tax discount rate between 6.3% and 7.3% was appliedetermining the recoverable amount of the
respective cash generating units. The discount rate wasadstl based on the industry's capital structure and risk
profile along with company specific metrics.

An increase of 1 percentage point in the discoata used would not result in impairment loss at-gea 2010.
A 10 percent decrease in future planned EBITDA wadt result in impairment loss at year-end 2010.

All the carrying amount of goodwill is related teetproduction companies.

Trademarks purchased and acquired are capitalisguebGroup’s production companies.

Other investment:

23. The Group's other investments are specified asvisl|

201(¢ 200¢
Held-to-maturity iINVESIMENLS ............eii e eeeeeeeieee e e e e e e e eeee e 1.119 1.619
Equity accounted INVESTEES ........ooiiiiiiiiie et 226 195
Financial assets designated at fair value througfitr 10SS .........cccovvviiiiiiiiennnnn. 166 74
1511 1.888
CUITENE MATUNTIES ....eeiiiiiiiiiiiiieieeee s e e e et e e e e eeeeeaeeeeseeeee et babessreeeeasaaaaaeas ( 111) ( 354)
Total Other INVESIMENTS .......ooiiiiiiiii e 1.400 1.534

Held-to-maturity investments have interest rateS.8%o to 6.5% (2009: 4.0% to 6.5%) and mature o 4 years.
The financial assets designated at fair value tjinqarofit and loss are equity securities.

The Group’s exposure to credit, currency and istaege risks related to other investments is désd in note 36.
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24,

25.

26.

27.

28.

29.

Inventories

Inventories are specified as follows:

2010 2009
Raw material and WOrk in ProCESS .......ovvicceeiiiiiiiiieeeer e 79.965 63.233
[ 1011 aT=To I T Lo To £ EUSEREPRRR 88.064 79.400
e )= U] 1Y7=T o1 (0] [P 168.029 142.633
Trade and other receivable
Trade and other receivables are specified &yl

2010 2009
Trade reCeIVADIES .......vviiiiiiiiiiie i ettt rbee e e 98.372 95.263
Other reCeIVADIES .......eviiiiie e 10.873 10.555
Prepaid EXPENSES ...t mmmmmme e e e s e e s e s s st e e e e e e e e e e aee e s e e nannn 2.148 2.526
Total trade and other receivables ........ i e, 111.393 108.344

The Group’s exposure to credit and currency risk and impaitriosses related to trade and other receivables are
disclosed in note 36.

Equity

I ssued shares

The Company's total number of shares according to its A&didf Association are 2,794 million (2009: 2,794
million). Issued shares at year-end numbered 2,794 mi{k®@9: 2,794 million) and is all paid for. The owners
ordinary shares are entitled to dividends as declared fimen to time and are entitled to one vote per share of one
ISK at meetings of the Company.

Share premium

Share premium represents excess of payments above noralonal #SK 1 per share) that shareholders have paid
for shares sold by the Company. According to Icelandic CangsaAct, 25% of the nominal share capital must be
held in reserve which can not be paid out as dhdde shareholders.

Trandation reserve

The translation reserve comprises all foreign currencfedifices arising from the translation of the financial
statements of foreign operations.

Hedging reserve
The hedging reserve comprises the effective portion of timautative net change in the fair value of cash flow
hedging instruments related to hedged transacti@ishave not yet occurred.
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30. Other reserves

Other reserves are specified as follows: 2010 2009
Translation MESEIVE ..........ccoiiiiiii e ( 14.195) ( 22.499)
HEAQING FESEIVE ....oiiiiiiiii ettt rr et ( 785) ( 523)
Other reSErveS tOtAl ............ooiiiii et e e e e e e e ( 14.980) ( 23.022)

Earnings per share

31. The calculation of basic earnings per share was based onrtfii¢ @ttributable to shareholders of the Parent
Company and a weighted average number of sharstanding during the year calculated as follt

Basic earnings per share: 2010 2009
Profit for the year attributable to equity holdefghe parent ............c.ccoeveeiiinnen. 6.097 5.634
Weighted average number of ordinary shares ...........cccccceiiiiiiiiiiiiiiiiiiiiiee 2.793.865 2.793.865
Earnings per share of ISK L ...........iiii sttt ineee e 0,0022 0,0020

Diluted earnings per share is equal to basic earnings pee stsathe Company has not entered into share options
agreements and has no convertible loans.

Loans and borrowings

32. Loans and borrowings are specified as follows:

201C Non-curren Curren
Currency liabilities liabilities Total
BUR ettt e e e e 73.279 22.806 96.085
GBI e 40.997 4.813 45.810
U S D ittt e e e e e e e e e e e e e e e e e naanrane 7.641 23.559 31.200
TP Y e 938 25.557 26.495
CN Y e 0 7.366 7.366
LK e 2.558 0 2.558
NOK e 0 2.356 2.356
CHE s 17 0 17
Loans and borrowings, total ...........ccueueeeeeeiiiicciiiiiiiiiieeeeeeeee 125.430 86.457 211.887
Current maturities of non-current liabilities ...........ccccccccooo.... ( 23.767) 23.767 0
Loans and borrowings according to the balance sheet........... 101.663 110.224 211.887
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32. Contd.

200¢ Non-curren Curren

Currency liabilities liabilities Total
BUR o 76.317 18.991 95.308
BB e 43.446 1.447 44.893
USD ittt e 6.357 27.400 33.757
TP Y e ————— e a e 769 21.640 22.409
N Y e e e 0 4.470 4.470
LK e 2.658 0 2.658
NOK Lttt 0 1.935 1.935
CHE e s 19 0 19
Loans and borrowings, total ............ceuieeeeeeieiiciiiiiiiiiieeeee e 129.566 75.883 205.449
Current maturities of non-current liabilities ............cccccccco....... ( 49.388) 49.388 0
Loans and borrowings according to the balance sheet........... 80.178 125.271 205.449

Property, plant and equipment, inventory and accountsvaiole have been pledged against loans the amount of €
200.7 million (2009: € 194.7 million)

33. Non-current loans and borrowings are payable dsviel

2010 2009
YEAI 2010 .iieiiiiiiiiie e et e ettt e e e et eaaeeae s - 49.388
YEAN 2011 .ottt a e e e e e e nnees 23.767 7.905
YEAI 2012 ..o ettt aaaaae s 69.500 41.514
YEAI 2013 ..ttt et e e e e e e e as 6.588 4.821
YEAN 2014 ...ttt a e e e e nneee 5.418 5.640
YEAN 2015 ..ottt a e e e e e nnees 17.514 15.380
SUDSEQUENL ... e e e e e e e e e e e s s e s r e e e e e e e e e aae s 2.643 4,918
Non-current loans and borrowings including curm@aturities ...............ccccceeeeennne 125.430 129.566

Deferred tax assets and liabilities

34. Deferred tax asset and liabilities are speciiedollows:
Deferred tax Deferred tax

assets liability Total
Balance at 1.1.2009 9.867) 5.700 ( 4.167)
INCOME TAX .oieeeiiiiiie ittt ettt e e e e e e e e e s n e 1.662 4.567 6.229
Income tax payable 2010 on 2009 activities ............ccceveeeeee. ( 224) ( 216)( 440)
Exchange rate difference, prepaid tax and othengds............... 2.719 ( 2.007) 712
Balance at 31.12.2009 .........ccccveiireiemmmrermnree e (. 5.710) 8.044 2.334
INCOME X 1eiiiieiiiieii ettt e e e e e e e e e e e e e e e e e e (.. 302) 9.766 9.464
Income tax payable 2011 on 2010 activities ............cccevveeeeee. ( 503) ( 800) ( 1.303)
Exchange rate difference, prepaid tax and othenggs............... 2.805 ( 8.689) ( 5.884)
Balance at 31.12.2010 .......cccoiviiimieememrecrree e (. 3.710) 8.321 4.611
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34, Contd.
The deferred income tax liability (asset) is atitdble to the following items:
2010 2009
Property, plant and eqUIPMENt .......... oo 6.159 6.017
INEANQGIDIE @SSELS ...ttt s+ttt e et e e e e e e e e e e e e e e e nnnnanereees 2.240 2.545
Tax losses carried fOrWard ...........cc..eeceememeeiiee e ( 6.422 ( 1.814
(011 1=T g1 (=T 0L USRI 2.634 ( 4.414)
Net income tax liability (asset) at year-end ............c..eeveeeeiiiiiiiiiiniis 4.611 2.334
Trade and other payables
35. Trade and other payables are specified as fellow
2010 2009
Trade payables .......ccooceeeveeiiiinnnn 77.669 62.409
Taxes for the year 1.303 440
Other PAYADIES .. ...ttt e et e e e e e e e e e e e nnneneeeees 23.311 22.700
Total trade and other payables ............oceeecrciiie e 102.283 85.549

Financial instruments

Exposure to credit risk

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

2010 2009

Held-to-maturity iNVESIMENLS ............eeww e eeeeeeeeeeeeeaeeeeeseessessssseeenrreereeeees 1.119 1.619
Financial assets at fair value through profit @sl0.........cccccceeeeeiiiiii i 166 74

Loans and reCeiVabIES ........c.uuvviiiiiiiieee e 109.134 105.782
Cash and cash equIValeNtS ..........cccuiicerreee e e 26.084 25.250

136.503 132.725

The maximum exposure to credit risk for trade reaglies at the reporting date by geographic regiast w

DOMESTIC ...veiiieeiiiteie ettt e ettt e e ettt e e e e et e e e e nabb e e e e e s e anees 225 30
United KiNGOOM ..ot 24.639 24,701
CoNtiNENTAI EUFOPE ...oeiiiiiiiitiiiee ettt rn e 44.767 46.657
U S A ettt r e e e e e e e e s e anres 20.325 12.792
AASTAL e e e e e e 8.416 11.083
98.372 95.263

The Group’s five most significant customers account for €0 2illion of the trade receivables carrying amount at
31 December 2010 (2009: € 26.3 million).
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36. Contd.:

Impairment losses

The aging of accounts receivables at the repodatg was:

Past due 0-30 days .......ccoeeeeeiiiiiiiiiceeeeee e,
Past due 31-90 days ........ccooveiiiiiiiieeeeeeees
Past due 91-180 days ..........cooeeeuvnrticemeeeneee e
Past due 181-360 days
More than one year .........ccccccviiieiiiiiccccs

Provision for losses on trade and other receivadriespecified as follow

ProvisSion @t 1 JANUAIY ........uuuuieiieieiiiiiace et e e e e e e e e e e e e e e s e annns
Actual (gains) losses during the year .................
Changes in provision for the year ...........o....
Exchange rate differE€NCe .........ooooi oo
Provision at 31 December ...........c.c.eesmmmmmeeenen

Liquidity risk

2010 2009
Gross Impairment Gross Impairment
82.504 156 74.755 97
14.887 150 18.690 368
880 388 1.207 130
615 485 449 27
1.084 419 1.176 392
99.970 1.598 96.277 1.014
201( 200¢
1.014 1.345
........................................... 109) 20
........................................... 636 ( 360)
57 9
........................................... 1.598 1.014

The following are the contractual maturities of financiabilities, including estimated interest payments and

excluding the impact of netting agreements:

Carrying Contractual Less than More than
amount cash flows 1 year 1-2 years 2-5 years 5 years
31 December 2010
Non-derivative financial liabilities
Non-current
loans and
borrowings ........ 125.430 135.049 25.090 63.510 41.899 4.550
Current loans
and borrowings . 86.457 88.683 88.683 0 0 0
Trade and other
payables ........... 102.283 102.283 102.283 0 0 0
314.170 326.015 216.056 63.510 41.899 4.550
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36. Contd.:
Carrying Contractual Less than More than
amount cash flows 1 year 1-2 years 2-5 years 5 years
31 December 2009
Non-derivative financial liabilities
Non-current
loans and
borrowings ........ 129.566 138.701 53.830 10.618 55.998 18.255
Current loans
and borrowings .
current .............. 75.883 79.298 79.298 0 0 0
Trade and other
payables ........... 85.549 85.549 85.549 0 0 0
290.998 303.548 218.677 10.618 55.998 18.255
Currency risk
Exposure to currency risk
The Group’s exposure to foreign currency risk veafbows based on notional amounts:
31 December 2010
GBP CAD usD Other
Trade receivables .........ccccoviiiiiiit e 176 0 4.427 2.343
Loans and borrowings .........cccccceveeeeevecmccmennnn. 0 0 ( 3.147) ( 2.688)
Trade payables ......evvvveeiiiiiieee e ( 379) 0 ( 6.905)( 1.111)
Gross balance exposure ...........cc.eeeeeecmeeeeeee. ( 203) 0 ( 5.625)( 1.456)
31 December 2009
Trade receivables .........ccccuvevieiiiees e 25.459 0 20.888 4.886
Loans and borrowings ............ccccceveeevecccccennn. 0 0 0 0
Trade payables ... ( 27.493) ( 25) ( 11.251) 4.643)
Gross balance exposure ...........cc..eeeeecmeeeeeeee. ( 2.034) ( 25) 9.637 243
The following significant exchange rates appliedimy the year:
Reporting date
Average rate spot rate
2010 2009 2010 2009
GBP oo 0,8585 0,8902 0,8614 0,8919
CHE e 1,3832 1,5103 1,2513 1,4755
CAD Lo 1,3669 1,5838 1,3343 1,5567
USD oot 1,3260 1,3965 1,3362 1,4396
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36. Contd.:

Sensitivity analysis

A 10 percent strengthening of the euro against the aboveiomedt currencies at 31 December would have
increased pre-tax profit € 1,729 thousand (2009: loss € T8Rsand). This analysis assumes that all other
variables, in particular interest rates, remainstant.

A 10 percent weakening of the euro against the above cugerati31 December would have had the equal but
opposite effect on the above currencies to the amounts shbwawe, on the basis that all other variables remain
constan

Interest rate risk

Profile

At the reporting date the interest rate profiléhaf Group’s interest bearing financial instrumevds:

Carrying amount

2010 2009
Fixed rate instruments

FINANCIAL ASSELS ...ovvniiiiiiiiii et s et e ettt e e e e et e e e e et e e e e e eaa e e e e eraannns 495 1.619
Financial labilitiES ........coiieiviiie et eees 15.508 0
16.003 1.619

Variable rate instruments
Financial labilitiES ........ooiiiiiiiie et eeen 192.287 205.449
192.287 205.449

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assed liabilities at fair value through profit or loss, and
the Group does not designate derivatives as hedging instsimunder a fair value hedge accounting model.
Therefore a change in interest rates at the reygpdate would not affect profit or loss.

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the regpdiite would have decreased pre-tax profit or loss by the
amounts shown below. This analysis assumes that all oth&tl@s, in particular foreign currency rates, remain
constant. The analysis is performed on the sarsis Bar 2009.

Profit or loss

100bp 100bp
increase decrease
31 December 2010
Variable rate INSITUMENES .........ovuiiiiiieieei e ee e 1.923 1.923
Cash flow SENSItIVILY (NEL) .....vviieiiiiiiiee e 1.923 1.923
31 December 2009
Variable rate INSITUMENES ..........uuiiiiiiieieeie et eeera s 2.054 2.054
Cash flow SeNSItIVILY (NEL) ..vvvvveiieee e 2.054 2.054
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36. Contd.:

Fair values versus carrying amounts

The fair values of financial assets and liabilities, togettvith the carrying amounts shown in the statemaint
financial position, are as follows:

31 December 2010 31 December 2009
Carrying Fair Carrying Fair
amount value amount value
Held-to-maturity investments ................comme.. 1.119 1.119 1.619 1.619
Financial assets designated at fair value
through profit or Ioss ...........cooeeeieveeee e, 166 166 74 74
Loans and receivables ..........ccccceeeeiiiviieeneeene 109.134 109.134 107.990 107.990
Cash and cash equivalents ..............cccceeenenn. 26.084 26.084 25.250 25.250
Loans and borrowings, non-current ..........ce.....( 101.663) ( 103.112)( 80.178)( 76.971)
Loans and borrowings, current ..............wmmee. (- 110.224) ( 111.005)( 125.271)( 120.260)
Trade and other payables .............cccco e (1 102.283) ( 102.283) ( 85.549) ( 85.549)
Gross balance sheet exposure .............comee ( 177.667) ( 179.897)( 156.065)( 147.847)

Operating leases

37. Non-cancellable operating lease rentals arebjpayes follows:

2010 2009

LESS thaN ONE YEAI ....eiiiiiiiiiiiiie ettt 4526 4.978
Between one and fiVe YEArS .........ooo oo 5.951 7.988
MOre than fIVE YEAIS ......oiiiiiieie ittt eee et 2.160 3.064
12.637 16.030

38. Contingent liabilites

A subsidiary is currently in discussions with tax authestiwho are challenging the tax deductibility of historic

payments into employee incentive schemes. The poterdtality of the subsidiary is considered to be in the order
of € 12 - 13 million, including penalties and interest. Theo@ has not provided for any tax due. Under the sale
agreement this amount is recoverable from the foshareholders of the subsidiary.
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Statement of Cash Flows

39. Changes in operating assets and liabilitieherstatement of cash flows are specified as follows

2010 2009
Inventories, (iNCrease) deCrEASE ..........cooeeeriiiiiiiiie i ( 15.862) 33.906
Trade and other receivables, (increase) deCrease ............c.ccevveerereierecneennn. (- 117) 16.523
Trade and other payables, decrease (INCrease) ..ccac..cvvveeeriiiiiieeeeiiiiieeee e 14.604 ( 8.973)
Net changes in Working Capital ............coccoeeieiiiiiiiiie e ( 1.375) 41.456
40. Cash flows from operating activities are specifisdollows:
2010 2009
Profit for the Year ... e 6.084 6.188
Difference between loss and cash flows from openati
Profit from sales of @SSets ... ( 425) ( 549)
Loss on sale of SUDSIAIArY .............o e eeeieeiie e 0 4.085
Profit on sale of shares in other COMPaNI@S ..o, ( 117) ( 696)
Depreciations, amortisation and impairment I8Sse............cccccocviiiiiiicniienee 16.256 17.628
Profit of equity accounted INVESLEES ... ( 31) ( 24)
INCOME TAX ettt ettt e e e e e e e e e s eer e e r e e e e e e e e e s 2.802 6.658
Other iEBMS ......ciiiiiiiii i e 1.269 ( 316)
Net changes in Working capital ..o 25.838 32.974

Related parties

41. ldentity of related parties

The company’s related parties consist of shareholdersctratrol or have significant influence on the company,
subsidiaries, associates, board member and managememtoftpany is 99.9996% owned by Eignarhaldsfélagio

IG ehf. at year-end 2010, which is owned by NBI hf. , the pacemhpany of Eignarhaldsfélagid IG ehf. NBI hf. is

owned by the Icelandic State.

Transactions with key management personnel

Executive directors of the Company and their relatives rmbmtone of the voting shares of the Compg2p09:

none).

The Group's former CEO loaned one subsidiary €xillibn, which was repaid in 2010.
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41. Contd.:

Other related party transactions

A part of the parties defined as related parties have caoigdyeneral transactions with the Group. Terms and
condition of the transactions are on an arm’s length basisaaryear end are classified as such. The company’s
debt with NBI hf. amounted to around € 74.2 million at year @3d0. Interest payments to the bank amounted to
€ 2.8 million in the year.

Associates

During the year ended 31 December 2010, associates pudchasds from the Group in the amount of nil (2009: €
519 thousand) and at 31 December 2010 associates owed thp @F¢2009: € 41 thousand) and the Group owed
associates nil (2009: nil). The Group purchased goods amites from associates in the amount of nil (2009: €
1,628 thousand). Transactions with associateprazed on an arm's length basis.

Group entities

42. Subsidiaries numbered 31 at year-end (2009: 30) and aredllded in the consolidated financial statements.
They are:

Share Share
Abalona Grundstiicksvw. Gmbh, Germany .............. 100% Icelandic Norway AS, Norway ........... 100%
Beihai Beilian Foods Industry Inc., China .............. 51% Icelandic Nortwest Inc, USA .............. 85%
Coldwater Seafood (UK) Ltd., UK .......ccceeeveeeeennee. 100% Icelandic Services ehf., Iceland .......... 100%
Dalian Three Star Seafood Co. Ltd, China ............. 98% Icelandic UK Ltd., UK ..........cooeeeen. 100%
Ecomsa S.A., SPAIN ...ccveveeieeiiie et e 100% Icelandic USA Inc., USA ......oovvvvnnnn. 100%
Fiskval ehf., 1Ce1aNd ........vvve e 100% IFP Trading Ltd., UK ......cccccvvennenne, 100%
Gadus B.V., The Netherlands ..........ccccoeveeeeeeeeennnnn. 100% Marinus ehf., Iceland ............ccccceunn.... 100%
Icelandic Asia INC., S-KOI€a ........uuueueeeeeeeeeeann 99% Pickenpack Assets GmbH, Germany .. 100%
Icelandic Boulogne Sur Mer, France ..........coeue.... 100% Pickenpack H&H GmbH, Germany ... 100%
Icelandic China Trading Co. Ltd., China ................ 100% Pickenpack H&H S.a.r.l., France ....... 100%
Icelandic France S.A.S., France .......ccccccecevevevevennn. 100% Seachill Ltd., UK ....ccoovveeeeeeeieieeeee 100%
Icelandic Group UK Ltd., UK ........coeevvreicemmmree e 100% Sirius ehf., Iceland .........cccccceeeeeeeeee... 100%
Icelandic Holding France, France ............ommmeeee.. 100%  Sjovik ehf. (Blue-Ice), Iceland ........... 100%
Icelandic Holding Germany GmbH, Germany ...........  100%  Verwaltungg. HFP GmbH, Germany . 100%
Icelandic lberica S.A., SPaIN ......c.ccccvveveeecmree e 100% Westfalia-Strenz F. GmbH, Germany . 100%
Icelandic Japan K.K., Japan ..........cccccceecmeeesvenennnnnn 100%
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Financial Ratios

43. Financial ratios for the consolidated finansiatements:

2010 2009

SN =T 0 B 1 (T S PRSPPI 1.44 1.31
o [0 T1 4V = Lo SR 32.7% 32.3%
RELUM ON EQUILY +ovieeeeeeee e e e e e e e e e e e e e e s e s s s e rr e e e e e e e aeaeeeeeas 3.9% 4.3%
INEEINAI VAIUE .....ooiiiiieie e e 9.38 8.52

E B T D A e e e e e eee 41.864 45.683
EBITDA TALIO ©.eeeieiiiiiiiiie ettt ettt e e e sttt e e e e st ee s s ataeeeeeesanes 4.2% 4.6%
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