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Endorsement and Statement by the Board of Directors and
the CEO

Icelandic Group’s consolidated financial statements for the year 2011 have been prepared in accordance with
International Financial Reporting Standards (IFRSs) as adopted by EU. The financial statements comprise the
consolidated financial statements of Icelandic Group hf. (the "Company") and its subsidiaries (the "Group"), which
were 19 at 31 December 2011.

Icelandic Group hf. is a holding company for manufacturing and marketing companies specialising in seafood on
international markets.

According to the statement of comprehensive income total comprehensive income amounted to € 61.9 million for the
year. The Group's income from continuing operations amounted to € 524.8 million for the year. According to the
statement of financial position total assets at year end amounted to € 373.0 million and equity amounted to € 178.1
million. The equity ratio of the Group was 47.8%.

The Board of Directors will submit a proposal to the Annual General Meeting on dividend to shareholders. Reference
is made to the financial statements regarding deployment of net profit and other changes in equity.

Restructuring of the Group

In the first half of the year the Company's Board of Directors decided to restructure its operations. In June, the
Company reached an agreement on the sale of subsidiaries in Germany and France. The sale was concluded at the
end of August. In September, the Company reached an agreement to sell part of it's operations in China. The sale
was concluded in October. In November, the Company reached an agreement on the sale of subsidiaries in USA,
Iceland and China. The sale was completed on 19 December 2011. Profit on the sales of these operations
amounted € 68.0 million and is included in discontinued operation. The Company's operation in Germany, France,
China, Iceland and the US is classified as discontinued operation and recognised as a specific item in the profit or
loss in addition to comparative figures for the year 2010. Note no. 7 includes information on income, expenses and
profit on discontinued operation. Comparative figures in the statement of financial position have not been adjusted
as the decision of restructuring the operation was made in the year 2011.

Share capital and Articles of Association

In end of November 2011 a shareholders' meeting accepted that the Company could purchase 32.2% or 929.0
million of its own shares for € 38.4 million. The Company's Articles of Association were changed and the number of
shares decreased from 2,793.9 million to 2,072.0 million or by 721.9 million. Treasury share number 207.1 million at
year end 2011. The share capital amounted to € 11.2 million according to the statement of financial position. The
share capital is divided into shares of ISK 1, each with equal rights within a single class of shares.

The Company’s Board of Directors comprise five members elected on the annual general meeting for a term of one
year. Those persons willing to stand for election must give formal notice thereof to the Board of Directors at least five
days before the annual general meeting. The Company’s Articles of Association may only be amended at a
legitimate shareholders' meeting, provided that amendments and their main aspects are clearly stated in the
invitation to the meeting. A resolution will only be valid if it is approved by at least 2/3 of votes cast and is approved
by shareholders controlling at least 2/3 of the share capital represented at the shareholders' meeting.

Shareholders at the year end numbered two. At the end of the year majority shareholder was Framtakssjédur [slands
slhf. with 99.99%

Further information on matters related to share capital is disclosed in note 25.
Statement by the Board of Directors and the CEO
The annual consolidated financial statements for the year ended 31 December 2011 have been prepared in

accordance with International Financial Reporting Standards (IFRSs) as adopted by the EU and additional Icelandic
disclosure requirements for consolidated financial statements.
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Endorsement and statement by the Board of Directors and the CEO, contd.:

According to our best knowledge it is our opinion that the annual consolidated financial statements give a true and
fair view of the consolidated financial performance of the Company for the financial year 2011, its assets, liabilities
and consolidated financial position as at 31 December 2011 and its consolidated cash flows for the financial year
2011.

Further, in our opinion the consolidated financial statements and the endorsement of the Board of Directors and the
CEO give a fair view of the development and performance of the Group's operations and its position and describes
the principal risks and uncertainties faced by the Group.

The Board of Directors and the CEO have today discussed the annual consolidated financial statements of Icelandic
Group hf. for the year 2011 and confirm them by means of their signatures. The Board of Directors and the CEO
reccommend that the consolidated financial statements will be approved at the annual general meeting of Icelandic
Group hf.

Reykjavik, 19 March 2012.

Board of Directors:

Herdis Drofn Fjeldsted
Arni Geir Palsson

Egill Tryggvason

Ingunn B. Vilhjalmsdéttir

Steinp6r Baldursson

CEO:

Larus Asgeirsson
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Independent Auditors' Report

To the Board of Directors and Shareholder of Icelandic Group hf.

We have audited the accompanying consolidated financial statements of Icelandic Group hf., which comprise the
consolidated statement of financial position as at 31 December 2011, 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.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards as adopted by the EU, and for such internal control as
management determines 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 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 principles used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of
Icelandic Group hf. as at 31 December 2011, 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 report

Pursuant to the legal requirement under Article 106, Paragraph 1, Item 5 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 accompanying the financial
statements includes the information required by the Financial Statement Act if not disclosed elsewhere in the
Financial Statements.

Reykjavik, 19 March 2012.
KPMG ehf.

Saemundur Valdimarsson
Margret G. Fl6venz
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Consolidated Statement of Comprehensive Income
for the year 2011

Notes 2011 2010
Restated*

Continuing operations
ST 1SS 8 524.731 515.278
CoSt Of GOOAS SOIA ... ( 480.201) ( 461.873)
(T T o (0] 1 AP ERPR 44.530 53.405
Other 0perating iNCOME ........uiiiiii e e e e 9 32 5
OPEratiNng EXPENSES .....iiiiiiiiie e ettt e e e e e ettt e e e e e e e e atreeeeaaeaaantbeeeeaaeesaannneeeeeans 10 ¢ 43.444) ( 43.064)
Share of profit of equity accounted investees, net of income tax ...................... 3 ( 2)
Operating Profit oo a e 1.121 10.344
FINANCE INCOIME ...ttt et e e et eeennee 1.957 761
FINANCE COSES ..ottt ettt r et sane e e ( 5.312) ( 3.963)
NEt fINANCE COSES ....iiuiiiiiiiiiiie i 13 ( 3.355) ( 3.202)
(Loss) profit before iNCoOMEe tax .....ccvvveeiieiiiciieec e ( 2.234) 7.142
INCOME T8X .ttt e st e s 14,15 ( 1.893) ( 1.670)
(Loss) profit for the year from continuing operations...........ccccccceevvivvveeneennn. ( 4.127) 5.472
Discontinued operations
Profit from discontinued operation, net of income tax ..........ccoocceveeeiiiiiiiieneenn. 7 48.319 612
Profit fOr the YEAr .......ooii e e e 44.192 6.084
Other Comprehensive Income
Foreign currency translation differences for foreign operation .......................... 2.501 8.587
Foreign currency translation differences reclassified to profit or loss ................ 15.220 0
Cash flOW heAQE ......cooiieee e 0 ( 374)
Income tax relating to cash flow hedge ..........cccccooiiiiii e 0 112
Other comprehensive income for the year, net of income tax ...........ccceeeee, 17.721 8.325
Total comprehensive income for the year .........cccooiiiiieiiiii e, 61.913 14.409

The notes on pages 11 to 39 are integral part of these financial statements

* The comparative figures have been re-presented to show the discontinued operations separately from continuing
operations
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Consolidated Statement of Comprehensive Income
for the year 2011 contd.

Notes 2011 2010
Restated*

Profit for the year attributable to
Equity holders of the COMPANY .........ccooiiiiiiiiieeiiiec e 44.172 6.097
NON-CONLFOIING INTEIEST ..ottt 20 ( 13)
Profit fOr the YEAI .....ooo i 44.192 6.084
Total comprehensive income attributable to
Equity holders of the COMPANY .........ccooiiiiiiiiie e 61.913 14.139
NON-CONLrOlliNG INLEIEST ... 0 270
Total comprehensive income for the year ..., 61.913 14.409
Earnings per share
Basic and diluted earnings per share (each share is 1 Icelandic kréna) ........... 30 0,0162 0,0022
Earnings per share - continuing operations
Basic and diluted (loss) earnings per share (each share is 1 Icelandic kréna) . 30 ( 0,0015) 0,0020

The notes on pages 11 to 39 are integral part of these financial statements

* The comparative figures have been re-presented to show the discontinued operations separately from continuing
operations
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Consolidated Statement of Financial Position
as at 31 December 2011

Notes 2011 2010

Assets
Property, plant and eqUIPMENT .........ccooiiiiiiiiiie e 16-20 34.355 103.947
INEANGIDIE ASSELS ....viiiiiiiie e 21 47.466 64.864
OthEr INVESTMENTS ....uuuiiiiiiiiiii e aaaaarasaraeaeasnsesasnsnsnrnrnrnes 22 3.269 1.400
Deferred taX ASSELS ....cciiiiiiie ittt 33 381 3.710
Total non-current assets 85.471 173.921
L NVZ=T ) (o 1 T= N 23 85.553 168.029
Trade and other receivables ... 24 54.257 111.393
LR TS o3 (=0 [ o T o [P PPPPPPPNt 38.463 0
Cash and cash eqUIVAIENTS .........cooiiiiiiii e 109.295 26.084
Total current assets 287.568 305.506
Total assets 373.039 479.427

Equity
Share capital .................... 11.169 16.733
Share premium .............. 108.296 141.095
RESEIVES (AEFICIL) .uvviiiieiiiiiiiiii e 2761 ( 14.980)
Retained earnings 55.903 11.731
Total equity attributable to equity holders of the company 178.129 154.579
NON-CONLrolliNg INLEIEST ... 0 2.357
Total equity 178.129 156.936

Liabilities

Loans and borrowings .................. 31,32 38.366 101.663
Deferred income tax liability 33 2.057 8.321
40.423 109.984
Loans and borrowings ...................... 31,32 73.236 110.224
Trade and other payables 34 81.251 102.283
Total current liabilities 154.487 212.507
Total liabilities 194.910 322.491
Total equity and liabilities 373.039 479.427

The notes on pages 11 to 39 are integral part of these financial statements
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Consolidated Statement of Changes in Equity
for the year 2011

Non-
Share Share Reserves Retained controlling Total
Notes capital premium (deficit) earnings interest equity
Changes in equity in 2010
Equity as at 1.1.2010 ................ 16.733 141.095 ( 23.022) 5.634 2.087 142.527
Total comprehensive income
fortheyear ......cc.ccovvnnnnnnen, 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
Changes in equity in 2011
Equity as at 1.1.2011 ................ 16.733 141.095 ( 14.980) 11.731 2.357 156.936
Purchase of own shares .......... 25 (5.564) (32.799) ( 38.363)
Total comprehensive income
fortheyear ......cc.ccovvnnnnnnenn. 17.741 44.172 0 61.913
Acquisition of
non-controlling interest .......... (219) ( 219)
Disposal of
non-controlling interests ........ ( 2138) ( 2.138)
Equity as at 31.12.2011 ............ 11.169 108.296 2.761 55.903 0 178.129

No dividends were paid in 2011 and 2010.

The notes on pages 11 to 39 are integral part of these financial statements
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Consolidated Statement of Cash Flows
for the year 2011

Notes 2011 2010

Cash flows from operating activities
OpPerating Profit ... 8.860 25.608

Difference between operating profit and cash from operations:

Net loss (gain) 0N sale Of ASSELS ......ccvcviiiieiiiiiie e 30 ( 425)
Depreciation and amortiSAtioN ............ccccovreeeriieennieee e 12 12.915 16.256
Share of profit of equity accounted iINVESLEES ..........coccvvveeeiiiiiiieeee e, ( 12) ( 31)
Change in operating assets and liabilities ................cccccocoiiiii 38 ( 16.487) ( 1.375)
Cash generated from operations 5.306 40.033
INtErest INCOME FECEIVEM ......coviiiiiiii i 447 938
Interest and finANCe COSES PAI .......coiuviiiieiiiiiiee e ( 6.712) ( 10.812)
INCOME TAX PAIH ...ttt ( 1.242) ( 5.330)
Net cash (used in) provided by operating activities ( 2.201) 24.829

Cash flows from investing activities
Investment in property, plant and equIPMENt ..........coccveviieieriiee i 16 ( 13.312) ( 20.923)
Proceeds from sale of property, plant and equipment ..........ccccocoieieeiiiiieneeenn. 369 653
Investment in iNtangible aSSELS ........cooviiiiiiei e ( 2.132) ( 735)
Net cash inflow on disposal of subsidiary ............ccccceviiiiiiiiiii e 7 151.314 0
RESIICIEA CASN ....eiiieiie e e ( 37.438) 0
Decrease in bonds and other receivables ............c.ccooviii ( 1.309) 460
Net cash provided by (used in) investing activities 97.492 ( 20.545)

Cash flows from financing activities
Purchase of OWN Shares ..........cocoiiiiiiiiiii e ( 38.363) 0
Long-term debt PrOCEEAS ........eeeiiiiiiiiieeiie et 897 7.757
LoNg-term debt FEPAID .......ccueiiiiieeiiee et ( 14.224) ( 15.556)
Short-term debt PrOCEEAS ........vveiiiiiiiiee e 39.364 2.581
Net cash used in financing activities ( 12.326) ( 5.218)
Increase (decrease) in cash and cash equivalents .........cccccoccceevieiiinnennen. 82.965 ( 934)
Effect of exchange rate fluctuations on cash held .........cccccooiiiiiiiniinnn 246 1.768
Cash and cash equivalents at 1 JANUAIY ........cccccevivierinieninee e 26.084 25.250
Cash and cash equivalents at 31 December ........cccccceviiiiiiiieeiiicece e 109.295 26.084

The notes on pages 11 to 39 are integral part of these financial statements
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Notes

1. Reporting entity
Icelandic Group hf. is a company domiciled in Borgartin 27, Reykjavik, Iceland. The consolidated financial
statements of the Company as at and for the year ended 31 December 2011 comprise the Company and its
subsidiaries, together referred to as the "Group" and individually as "Group entities", and the Group’s interest in
associates. The Group is involved in manufacturing and marketing of seafood in international markets (see

note 6).
2. Basis of preparation
a. Statement of compliance

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

The consolidated financial statements were approved by the Board of Directors on 19 March 2012.

b. Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis except for the following:

* Financial instruments at fair value though profit or loss are measured at fair value
* Derivative financial instruments are measured at fair value

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

C. Functional and presentation currency
The consolidated financial statements are presented in euro, which is the Company's functional currency. All
financial information presented in euro has been rounded to the nearest thousand.

d. Use of estimates and judgements
The preparation of consolidated financial statements in conformity with IFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

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

Information about critical judgements in applying accounting policies that have the most significant effect on the
amount recognised in the consolidated financial statements is included in note 21 on measurement of the
recoverable amounts of cash-generating units containing goodwiill.

3. Significant accounting policies
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, and have been applied consistently by Group entities.

Certain comparative amounts have been reclassified to conform with the current year's presentation.

a. Basis of consolidation

() Subsidiaries
Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control,
potential voting rights that currently are exercisable are taken into account. The financial statements of
subsidiaries are included in the consolidated financial statements from the date that control commences until
the date that control ceases. The accounting policies of subsidiaries have been changed when necessary to
align them with the policies adopted by the Group.
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Notes, contd.:

3. Significant accounting policies, contd.:
a. Basis of consolidation, contd.:

Associates are those entities in which the Group has significant influence, but not control, over the financial and
operating policies. Significant influence is presumed to exist when the Group holds between 20 and 50 percent
of the voting power of another entity. Associates are accounted for using the equity method (equity accounted
investees) and are initially recognised at cost. The consolidated financial statements include the Group’s share
of the income and expenses and equity movements of equity accounted investees, after adjustments to align
the accounting policies with those of the Group, from the date that significant influence commences until the
date that significant influence ceases. When the Group’s share of losses exceeds its interest in an equity
accounted investee, the carrying amount of that interest is reduced to nil and recognition of further losses is
discontinued except to the extent that the Group has an obligation or has made payments on behalf of the
investee.

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

b. Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at
exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated to the functional currency at the exchange rate at that date.
The foreign currency gain or loss on monetary items is the difference between amortised cost in the functional
currency at the beginning of the period, adjusted for effective interest and payments during the period, and the
amortised cost in foreign currency translated at the exchange rate at the end of the period. Non-monetary
assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the
functional currency at the exchange rate at the date that the fair value was determined. Foreign currency
differences arising on retranslation are recognised in profit or loss.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on
acquisition, are translated to euro at exchange rates at the reporting date. The income and expenses of foreign
operations are translated to euro at exchange rates at the date of transactions.

Foreign currency differences arising on translation are recognised in other comprehensive income, and
presented in the foreign currency translation reserve in equity. However, if the operation is a non-wholly-owned
subsidiary, then the relevant proportionate share of translation difference is allocated to the non-controlling
interests. When a foreign operations is disposed of such that 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.
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Notes, contd.:

Significant accounting policies, contd.
C. Financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other
receivables, restricted cash, cash and cash equivalents, loans and borrowings, and trade and other payables.
Financial assets and liabilities are recognised on the date that they are originated.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair value
through profit or loss, any directly attributable transaction costs. Subsequent to initial recognition non-derivative
financial instruments are measured as described below.

Financial assets at fair value through profit or loss

An instrument 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 instruments are designated at fair value through profit or loss if the
Group manages such investments and makes purchases and sales decisions based on their fair value in
accordance with the Group’s documented risk management or investment strategy. Upon initial recognition,
attributable translation costs are recognised in profit or loss as incurred. Financial instruments at fair value
through profit or loss are measured at fair value, and changes therein are recognised in profit or loss.

Held-to-maturity investments

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

Loan and receivables

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

Loans and receivables comprise trade and other receivables.

Restricted cash
Restricted cash comprise cash balances with maturities of three months or more from the reporting date.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits.

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

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

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in profit or loss
when incurred. Subsequent to initial recognition, derivatives 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 instrument designated as a cash flow hedge are recognised
directly in other comprehensive income to the extent that the hedge is effective. To the extent that the hedge is
ineffective, changes in fair value are recognised in profit or loss.
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Notes, contd.:

Significant accounting policies, contd.:
C. Financial instruments, contd.:

Other non-trading derivatives
When a derivative financial instruments is not designated in a qualifying hedge relationship, all changes in its
fair value are recognised immediately in profit or loss.

Ordinary shares
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares
is recognised as a deduction from equity, net of tax effects.

Repurchase of share capital (treasury shares)

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

Dividends are recognised as a decrease in equity in the period in which they are approved by the Company's
shareholders.

d. Property, plant and equipment

Iltems of property, plant and equipment are measured at cost less accumulated depreciation and impairment
losses. Cost includes expenditures that is directly attributable to the acquisition of the asset and capitalised
borrowing costs. Purchased software that is integral to the functionality of the related equipment is capitalised
as part of that equipment.

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

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

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

Depreciation is calculated over the depreciable amount, which is the cost of an asset, less its residual value.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of
an item of property, plant and equipment. Leased assets are depreciated over the shorter of the lease term or
their useful lives unless it is reasonably certain that the Group will obtain ownership by the end of the lease
term. Land is not depreciated. The estimated useful lives for the current and comparative periods are as
follows:

Consolidated Financial Statements of |celandic Group hf. 2011 14 All amounts are in thousands of euro



Notes, contd.:

3. Significant accounting policies, contd.:
d. Property, plant and equipment, cont.:
Useful lives
BUITAINGS ettt b ettt b ettt e e bttt et e 10-50 years
Other fIXE @SSELS .......oeiiiiiiiie e 5-10 years

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

e. Intangible assets
Goodwill (negative goodwill) arises up on the acquisition of subsidiaries.

Goodwill represents the excess of the cost of the acquisition over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities of the acquiree. When the excess is negative (negative
goodwill), it is recognised immediately as income in profit or loss.

Subsequent measurement
Goodwill is measured at cost less accumulated impairment losses.

Other intangible assets that have finite useful lives are measured at cost less accumulated amortisation and
accumulated impairment losses.

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure, including expenditure on internally generated goodwiill
and brands, is recognised in profit or loss when incurred.

Amortisation is calculated over the cost of the asset, less its residual value.

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of intangible
assets, other than goodwill, from the date that they are available for use. The estimated useful lives for the
current and comparative periods are as follows:

Useful lives
BUSINESS relatiONSNID ...cviieiiieie e 5-20 years
10 11T 1 PRSPPSO 3-5years

Amortisation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.
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Notes, contd.:

3. Significant accounting policies, contd.:

f. Leased assets
Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified
as finance leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its
fair value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is
accounted for in accordance with the accounting policy applicable to that asset.

Other leases are operating leases and the leased assets are not recognised on the Group’s statement of
financial position.

g. Inventories
Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the
first-in first-out principle, and includes expenditure incurred in acquiring the inventories, production and
conversion costs and other costs incurred in bringing them to their existing location and condition. In the case
of manufactured inventories and work in progress, cost includes an appropriate share of production overheads
based on normal operating capacity. The cost of inventory may include transfers from other comprehensive
income of any gain or loss on qualifying cash flow hedges of foreign currency purchases of inventories.

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

h. Impairment

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is any objective evidence that it is impaired. A financial asset is impaired if objective evidence
indicates that a loss event has occurred after the initial recognition of the asset and that the loss event had a
negative effect on the estimated future cash flows of that asset can be estimated reliably.

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

Individually significant financial assets are tested for impairment on a individual basis. The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognised in profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment loss was recognised. For financial assets measured at amortised cost the reversal is recognised in
profit or loss.
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Notes, contd.:

3. Significant accounting policies, contd.:
h. Impairment, contd.:

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

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimated future cash flows are 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. For the purpose of impairment testing, assets that cannot be tested individually 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 groups of assets (the "cash-generating unit").
Goodwill acquired in a business combination is allocated to cash-generating units that are expected to benefit
from the synergies of the combination.

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

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased
or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. 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.

i. Employee benefits

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

j- Provisions
A provision is recognised in the statement of financial position if, as a result of a past event, the Group has a
present legal or constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the liability. The unwinding of the discount is recognised as finance cost.
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Notes, contd.:

3. Significant accounting policies, contd.:
K. Revenue

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the
consideration received or receivable, net of returns, trade discounts and volume rebates. Revenues is
recognised when the significant risks and rewards of ownership have been transferred to the buyer, recovery of
the consideration is probable, the associated costs or the possible return of goods can be estimated reliably,
there is no continuing management involvement with the goods and the amount of revenue can be measured
reliably.

The timing of the transfers of risks and rewards vary depending on the individual terms of the contract of sale.

Other operating revenue comprises the gain on the sale of property, plant and equipment and other revenue.

Lease payments
Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of
the lease. Lease incentives received are recognised as an integral part of the total lease expense, over the
term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance expenses and the
reduction of the outstanding liability. The finance expense is allocated to each period during the lease term so
as to produce a constant periodic rate of interest on the remaining balance of the liability.

m. Finance income and costs
Finance income comprises interest income on funds invested, dividend income, changes in the fair value of
financial assets at fair value through profit or loss, foreign currency gains, and gains on hedging instruments
that are recognised in profit or loss. Interest income is recognised as it accrues in profit or loss, using the
effective interest method. Dividend income is recognised in profit or loss on the date that the Group’s right to
receive payment is established.

Finance costs comprise interest expense on borrowings, unwinding of the discount on provisions, foreign
currency losses, changes in the fair value of financial assets at fair value through profit or loss, impairment
losses recognised on financial assets, and losses on hedging instruments that are recognised in profit or loss.
Borrowing costs that are not directly attributable to acquisition or construction of a qualifying asset are
recognised in profit or loss using the effective interest method.

Foreign currency gains and losses are reported on a net basis as either finance income or finance cost
depending on whether foreign currency movements are in net gain or net loss position.

n. Income tax
Income tax comprises current and deferred tax. Income tax is recognised in profit or loss except to the extent
that it relates to items recognised directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
years.

Consolidated Financial Statements of |celandic Group hf. 2011 18 All amounts are in thousands of euro



Notes, contd.:

3. Significant accounting policies, contd.:

n. Income tax, contd.:
Deferred tax is recognised using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is not recognised for the following temporary differences: the initial recognition of
assets or liabilities in a transaction that is not a business combination and that affects neither accounting nor
taxable profit, and differences relating to investments in subsidiaries to the extent that it is probable that they
will not reverse in the foreseeable future. In addition, deferred tax is not recognised for taxable temporary
differences arising on the initial recognition of goodwill. Deferred tax is measured at the tax rates that are
expected to be applied to the temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities
and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on
different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets
and liabilities will be realised simultaneously.

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

Additional income taxes that arise from the distribution of dividends are recognised at the same time as the
liability to pay the related dividend is recognised.

0. Discontinued operations
Classification as a discontinued operation occurs on disposal or when the operation meets the criteria to be
classified as held for sale, if earlier. When an operation is classified as a discontinued operation, the
comparative statement of comprehensive income is re-presented as if the operation had been discontinued
from the start of the comparative year.

p. Earnings per share
The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the
profit or loss attributable to ordinary shareholders and the weighted average number of ordinary shares
outstanding for the effects of all dilutive potential ordinary shares.

g. Segment reporting
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 segment's operating results are reviewed regularly by the Group's
CEO to make decisions about resources to be allocated to the segment and assess its performance, and for
which discrete financial information is available.

Inter-segment pricing is determined on an arm’s length basis.

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

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

Consolidated Financial Statements of |celandic Group hf. 2011 19 All amounts are in thousands of euro



Notes, contd.:

3. Significant accounting policies, contd.:

r. New standards and interpretations not yet adopted
The Group has applied all International Financial Reporting Standards, amendments to standards and
interpretations that the EU has adopted at year-end 2011 and are relevant to its operations. The Group has not
adopted standards, amendments to standards and interpretations that are not yet effective for the year ended
31 December 2011, but can be adopted earlier. The effect on the consolidated financial statements of the
Group has not been evaluated.

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

The fair value of property, plant and equipment recognised as a result of a business combination is based on
market values. The market value of property is the estimated amount for which a property could be exchanged
on the date of valuation between a willing buyer and a willing seller in an arm’s length transaction after proper
marketing wherein the parties had each acted knowledgeably and willingly.

The fair value of trademarks acquired in a business combination is based on the discounted estimated royalty
payments that have been avoided as a result of the trademark being owned. The fair value of business
relationships acquired in a business combination is determined using the multiperiod excess earnings method.
The fair value of other intangible assets is based on the discounted cash flows expected to be derived from the
use and eventual sale of the assets.

The fair value of inventories acquired in a business combination is determined based on its estimated selling
price in the ordinary course of business less the estimated costs of completion and sale, and a reasonable
profit margin based on the effort required to complete and sell the inventories.

The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted
at the market rate of interest at the reporting date. The fair value is determined for disclosure purposes.

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

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future
principal and interest cash flows, discounted at the market rate of interest at the reporting date. For finance
leases the market rate of interest is determined by reference to similar lease agreements.
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Notes, contd.:

5. Financial risk management
The Group has exposure to the following risks from its use of financial instruments:

* Credit risk

* Liquidity risk

* Market risk

* Operational risk

This note presents information about the Group's exposure to each of the above risks, the Group's objectives,
policies and processes for measuring and managing risk, and the Group's management of capital. Further
guantitative disclosures are included throughout these consolidated financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of the Group's risk
management framework. The Board has commended the CEO day to day developing and monitoring of the
Group's risk management policies.

The Group's risk management policies are established to identify and analyse the risks faced by the Group, to
set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies
and systems are reviewed regularly to reflect changes in market conditions and the Group's activities. The
Group aims to develop a disciplined and constructive control environment in which all employees understand
their roles and obligations.

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

Trade and other receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The
demographics of the Group’s customer base, including the default risk of the industry and country in which
customer operate, has less of an influence on credit risk. Approximately 55% (2010: 56%) of the Group’s sales
from continuing operations is attributable to sales transactions with its five largest customers.

The Group has established a credit policy under which each new customer is analysed individually for
creditworthiness before the Group’s standard payment and delivery terms and conditions are offered. The
Group’s review includes external ratings, when available, and in some cases bank references. Purchase limits
are established for each customer, which represents the maximum open amount. Customers that fail to meet
the Group’s benchmark creditworthiness may transact with the Group only on a prepayment basis.

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

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect of
trade and other receivables. The main components of this allowance are a specific loss components that
relates to individually significant exposures, and a collective loss component established for groups of similar
assets in respect of losses that have been incurred but not yet identified. The collective loss allowance is
determined based on historical data of payment statistics for similar financial assets.
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Notes, contd.:

5. Financial risk management, contd.:
Guarantees
The Group’s policy is to provide financial guarantees only to subsidiaries. At 31 December 2011 guarantees
provided to subsidiaries amounting to € 40.7 million (2010: € 73.5 million) were outstanding.

Liquidity risk
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another financial asset.

The Group uses activity-based costing to cost its products and services, which assists it in monitoring cash flow
requirements and optimising its cash return on investments. Typically the Group ensures that it has sufficient
cash on demand to meet expected operational expenses, including the servicing of financial obligations; this
excludes the potential impact of extreme circumstances that cannot reasonably be predicted, such as natural
disasters. In addition, the Group maintains lines of credit amounting to € 6.9 million (2010: € 36.0 million) that
can be drawn down to meet short-term financing needs.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will
affect the Group’s income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while optimising
the return.

Currency risk

The Group is exposed to currency risk on sales, purchases and borrowings that are denominated in a currency
other than the respective functional currencies of Group entities, primarily the euro (€), but also the Pound
Sterling (GBP) and U.S. Dollars (USD). The currencies in which these transactions primarily are denominated
are GBP, Swiss Francs (CHF), Canadian dollar (CAD) and USD.

Interest rate risk
Most of the Group's borrowings are on a floating rate basis.

Other market price risk
Other market price risk is limited, as the Group's investments in held-to-maturity bonds and shares at fair value
through profit or loss is immaterial part of the Group's operations.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
Group's processes, personnel, technology and infrastructure, and from external factors other than credit,
market and liquidity risks such as those arising from legal and regulatory requirements and generally accepted
standards of corporate behaviour. Operational risks arise from all of the Group's operations.

The Group's objective is to manage operational risk so as to balance the avoidance of financial losses and
damage to the Group's reputation with overall cost effectiveness and to avoid control procedures that restrict
initiative and creativity.
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Notes, contd.:

5. Financial risk management, contd.:
Capital management
The Board's policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. The Board of Directors monitors the return on
capital, which the Group defines as result from operating activities divided by total shareholders' equity,
excluding non-controlling interest. The Board of Directors also monitors the level of dividends to ordinary
shareholders.

The Board seeks to maintain a balance between the higher returns that might be possible with higher levels of
borrowings and the advantages and security afforded by a sound capital position. The Group’s target is to
achieve a return on capital of between 12.5 and 15.0 percent; in 2011 the return from continuing operations was
negative by 1,7 percent (2010: positive by 3.9 percent). In comparison the weighted average interest expense
on interest-bearing borrowings, excluding liabilities with imputed interest, was 3.3 percent (2010: 4.6 percent).
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Notes, contd.:

6. Operating segments
The Group comprises the following main reportable segments:

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

Business segments Sales and Holding and Discontinued

2011 Production marketing servicing operations Eliminations  Consolidated
Sales to external customers ............. 269.022 255.628 81 352.183 876.914
Inter-segment sales ...........cccoceeernnen. 6.769 33.687 2.457 74.208 ( 117.121) 0
Total segment sales ............cccceeeeee. 275.791 289.315 2.538 426.391 ( 117.121) 876.914
Segment result ........ccccoooiiiiiiiienenn. 6.269 887 ( 6.035) 7.738 0 8.859
Net finance COStS .......cccceevviiiiiienenn. 142 ( 2.208) ( 1.289) ( 3.934) 0 ( 7.289)
Profit (loss) before income tax ......... 6.411 ( 1.321) ( 7.324) 3.804 0 1.570
INCOME tAX .oeveiiiiiiiiieiec e ( 1.935) ( 587) 629 ( 4.866) 0 ( 6.759)
Gain on sale of operation less

cumulative translation differences .... 0 0 0 49.381 0 49.381
Profit (loss) for the year .................... 4476 ( 1.908) ( 6.695) 48.319 0 44.192
Segment asSets ......cccoocvveeiinieennnen. 138.714 110.532 146.461 ( 22.668) 373.039
Segment liabilities ..........cccccceevneen. 54.724 85.137 77.717 ( 22.668) 194.910
Capital expenditure ...........cccvveennee. 5.979 303 94 9.068 15.444
Depreciation and amortisation ......... 6.586 546 182 5.601 12.915
2010

Sales to external customers ............. 274.268 240.893 117 484.289 999.567
Inter-segment sales .........cccccoecveeene 4.454 84.110 2.786 68.801 ( 160.151) 0
Total segment sales .........ccccecveeene 278.722 325.003 2.903 553.090 ( 160.151) 999.567
Segment result .......ccoovvveeiinieennnen. 10.536 2,717 ( 2.909) 15.265 25.609
Net finance Costs .........cccccveveeennnens ( 506) ( 1.947) ( 749) ( 6.859) ( 10.061)
Profit (loss) before income tax ......... 10.030 770 ( 3.658) 8.406 0 15.548
Income tax .......cccevviiiviiiiiieeee, ( 1.995) ( 25) 350 ( 7.794) ( 9.464)
Profit (loss) for the year ................... 8.035 745 ( 3.308) 612 0 6.084
Segment asSets ......cccooveeeiiiiieennnee. 128.293 106.597 19.770 287.586 ( 62.819) 479.427
Segment liabilities ..........cccccceeevneen. 44.503 77.902 57.261 206.040 ( 63.215) 322.491
Capital expenditure ...........cccceveenee. 7.533 566 109 12.725 20.933
Depreciation and amortisation ......... 5.425 507 180 10.144 16.256

Consolidated Financial Statements of Icelandic Group hf. 2011 24 All amounts are in thousands of euro



Notes, contd.:

7. Discontinued operation
In June 2011 the Group sold its subsidiaries in Germany and France. The sale was concluded at the end of August 2011. In
September, the Company reached an agreement to sell part of it's operations in China. The sale was concluded in October. In
December 2011 the Group sold its subsidiaries in USA and China. The sale was concluded at 19 December 2011. The subsidiaries
were not part of a discontinued operations or classified as held for sale at 31 December 2010. The comparative consolidated
statement of comprehensive income has been re-presented to show the discontinued operation separately from continuing
operations. Management commited to a plan to sell these subsidiaries early in 2011.

Results of discontinued operation

2011 2010
ST L= SRRPR R 352.183 484.289
Cost of goods sold ( 296.077) ( 409.834)
[T TS 3 o] (o] 1| PP PRSP PUPRON 56.106 74.455
Other OPEratiNg INCOIME ........uiiiiiiiie ettt ettt e e ettt e s b b et e e s s bt e e e abbe e e e sab e e e e s bb e e e saneneeennnees 4 957
OPETALING EXPENSES ....eeieiitiieeeittt e ettt e ettt e e ettt e ettt e e o bb et e e bt et e e ea bt e e e sk b et e e aat et e e aabbe e e e ahbe e e e anbbeeenanbneeesnnneeas ( 48.372) ( 60.147)
(O] 1= =4 g To [ o] (o) {1 A PRSP PURPRRNt 7.738 15.265
FINANCE INCOMIE ...ttt et e e oo oot ettt e e e e e e abb et e e e e e e e e abbeeeeaeeesaannbbbeeeaaeeaaannnnes 243 67
FINANCE COSES ...utiiiiiii ittt et e e ettt e e e e e ettt et e e e e e e e eetaeaaeeeeeeeeaaatbeeeeeeeeessstbeseeaeeeesastssnsaaaeesannses ( 4.177) ( 6.926)
Net finance costs ( 3.934) ( 6.859)
Profit DEFOIE INCOME TAX ... ceeiiiiie e e e e ettt ettt e e e et e e et e e s st e e saa e e esba e ssaan s ssannsarannsns 3.804 8.406
INCOIMIE TAX ..uttiiiiii e e e ee ettt e e e e e e ettt e e e e e e ettt b e et eeeeeeeatbaeeeaeeeesaabaaaeeeaeeeaaasssssesaeaeeasssbsaseaaeeesanssssseeeaassannssnnes ( 4.866) ( 7.794)
(Loss) profit from diScoONtiNUEd OPEIALIONS .........oeiiiiiiiiiiiiii et e e e e e e e e e eeneeeeaeeeeenes ( 1.062) 612
Gain on sale of diSCONtINUEd OPEIAtIONS ........ooiiiiiiiiie et e e e e e e e e e e e e e e e netaeeeaaens 68.012
Reversal of intra-group generated trademark ..............eveiiiiiiiiiiiiii e ( 3.411)
Translation difference reclassified from other comprehensive iNCOme ...........ccccceeeiiiiie e, ( 15.220)
Profit from discontinued operation, Net Of INCOME TAX ......ciiiiiiiiiiiiiiii e 48.319 612
Basic and diluted earnings Per SNArE ............coooiiiiiiiii s 0,0177 0,0002
Cash flows from discontinued operation
Net cash generated from operating aCIVItIES .........cooiiiiiiiiiiiiie e 3.782 22.913
Net cash used in INVESHING ACHVITIES .......coccuiiiiiiiiee it e e ( 8.945) ( 12.137)
Net cash provided by finaNCING ACHVILIES .........coiiiiiiiiiie e e 4.801 29
Net Cash fIOW fOr the YEAI .........eiiiiii et sane e ( 362) 10.805
Effect of disposal on the financial position of the Group

2011
Property, plant and @QUIPMENT ........cooiiiiiiii et e et ( 72.756)
INTANGIDIE BSSELS ..eeiiiiiii ettt e sttt e e h et e e ettt e e bt et e e ek b e e e et e e e e ntn e e nne e s ( 19.076)
(01 1=T TNV =E (0 =T o] £ PP SPPPPP ( 232)
(D= (=T (=T = U= LT - £ U PRPP PP ( 1.306)
Inventories ( 110.340)
Trade and other receivables ( 60.465)
Cash and cash equivalents ( 11.236)
Loans and DOrrOWINGS, NON-CUITEINT .........cuiiiiiiiiii ettt e et e e e e e e bbb e e e e e e e e annbbr e e e e e e e eannbbeeeaaaeaaaas 52.564
Deferred iNCOMe tax lADIlILY ...........ooii ettt e e e e e e e e e e e e e anneaeeeas 4.987
Loans and borrowings, current 79.948
Trade and Other PAYADIES ...........oiiiiieii ettt ettt eeee et e b e beeneeeneesneesneesneeaneeneeenes 38.551
Net assets and lADIILIES ..........cociiiiiiii e ( 99.361)
Consideration received, satisfied iN CASN ........ooiiiiiiii e 162.550
Cash and cash equivalents diSPOSEA OF ........c.uuiiiiiiiiii e ( 11.236)
N2 o= T o I T 1 1 TS 151.314

Expenses related to the disposal of the subsidiaries are included in the results of discontinued operations.
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Notes, contd.:

10.

11.

Sales
Sales is specified as follows:
Continued operations Discontinued operations Total
2011 2010 2011 2010 2011 2010
SaAlES i 524.169 514.629 349.033 478.912 873.202 993.541
COMMISSION ...ovviiiieeeiieec e 562 649 3.150 5.377 3.712 6.026
Sales, total .....ccoovveeeii 524.731 515.278 352.183 484.289 876.914 999.567
Other income
Other operating income is specified as follows:
Continued operations Discontinued operations Total
2011 2010 2011 2010 2011 2010
Gain on sale of assets ............cc....... 32 5 4 635 36 640
Other inCome ........ccccevcveiviiiecie, 0 0 0 322 0 322
Other operating income, total ........... 32 5 4 957 36 962
Operating expenses
Operating expenses are specified as follows: 2011 2010
Salaries and salary-related EXPENSES ..........uiiiiiiii ittt e e e e e e e e bbbt e e e e e e e anbreeeaaeeeaanee 23.161 23.227
LOSS ON SAIE OF ASSELS ..cciiiiiiiiiiiii ettt e e e e bbbt e e e e e e s e b bbbt e e e e e e e e nabbe e e e e e e e e nnrreeeaaeas 9 33
Other OPEratiNng EXPENSES .......ueiiiiiieiiaiitieieeaa e e e e attbeeeaaa e e s e baeeeeaaaasaasbebeeeaaasaaaabbeeeeaaeaesanbbsaeeaaeassaannnsseeeas 18.171 18.255
Depreciation of operating assets and amortisation and impairment losses of intangible assets ............ 2.103 1.549
TOtal OPEratiNg EXPENSES .....ceiiiiiiieeeiiiee ettt e e ettt e e ettt e sttt e e ettt e e s aaaeeeesnbeeeeasbeeesanseeeesnseeeeaasbeeeeannseeesnnneeas 43.444 43.064
Salaries and salary-related expenses are specified as follows:
Continued operations Discontinued operations Total
2011 2010 2011 2010 2011 2010
Salaries ......coccvviii e 41.682 41.807 27.929 53.408 69.611 95.215
Salary-related expenses 3.499 3.614 3.569 6.043 7.068 9.657
Total salaries and
salary-related expenses ................ 45.181 45.421 31.498 59.451 76.679 104.872
Average number of employees (full year equUIVaIENTS) .........c.oooiiiiiiiiiiii e 3.030 3.653
Positions with the Group at the end Of the YEAr ............eiiii e 1.595 3.796
Salaries and salary-related expenses are allocated as follows on items in the profit or loss:
Continued operations Discontinued operations Total
2011 2010 2011 2010 2011 2010
Cost of goods sold .........cceecevveennen. 22.020 22.194 14.982 32.572 37.002 54.766
Operating eXpenses ........c.ccceevuveenn. 23.161 23.227 16.516 26.879 39.677 50.106
Total salaries and
salary-related expenses ................ 45.181 45.421 31.498 59.451 76.679 104.872
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Notes, contd.:

11. Salaries and salary-related expenses contd.:
Salaries and fringe benefits paid to the Board of Directors and key management for their work for companies within the group and
ownership in the Company are specified as follows:

Salaries and

benefits
Board of Directors:
Herdis Dréfn Fjeldsted, Chairman of the Board from 10 February 20117 ..........cooviuireiiieieesiieeeniee e seeeesieeeesnneeeeeseeees 26
Arni Geir Palsson, Board Member from 4 NOVEMDBET 2001 ......eoueeeee oot ee e et e e eee e e ee e eeeeeee e 1
Eqill Tryggvason, Board Member from 4 OCtODEr 20L1% .......ooii ittt e e e e et e e e e e e s e e e e e e e e e aennneeeeeas 4
Ingunn Bjork Vilhjalmsdottir, Board Member from 31 AUGUSE 2011 ......eeiiiuiiiieiiiieeiee ittt ettt e snne e 5
Steinpor Baldursson, Board MEMDET .........coo ittt ettt e e st e e s st e e e s e e e e nsteeeesnsaeeesnneeeeaneeeeeanns 14
bér Hauksson, alternative Board Member and former Board MEMDEI™ .......ooouveeiiii it e e e e 11
Brynjolfur Bjarnason, former Chairman of the Board and former Board MeMDbEr ...........ccccooiiiiiiiiiiiin e 9
Henrik Leth, former BOArd MEMDET ........oouuuiiiiiiiiieee ettt e e e e et e e e e e e ettt e e e e e e e eabt e e e e e e eessbaeaeeeeeerabanaaeeeees 9
Larus Asgeirsson, Board Member from 31 August 2011 t0 4 OCtODEr 2011 ........ceeviveeievirireeeeieeeeeteee e eeeiees s 1
Managing Director:
Finnbogi A. Baldvinsson, CEO t0 10 FEDrUary 2011 .........ooiiiiiiieiiieee et e e s e e s snne e e nnne e e e snneeenan 29
Brynjolfur Bjarnason, CEO from 10 February 2011 to 31 August 2011 90
Larus Asgeirsson CEO from 4 OCIODET 2011 ........cuceevevieeeeeeeteeeeeeeeeeeeeseee e teaeeeessesesese s et sesesessnesesesesesesesesessssenenasanns 37
* The salaries of three Board Members are paid to Framtakssjodur islands slhf.
12. The Group's depreciation charge in profit or loss is specified as follows:

2011 2010
Depreciation of property, plant and equipment, SEE NOLE 16 ..........eeeeivieiiiiiiiiiiie e e e 11.872 14.791
Amortisations of intangible assets, SEE NOIE 21 .........ciiiii i e 847 1.465
Impairment losses of intangible assets, SEE NOE 21 ........oooiiiiiiiiiieeee e 196 0
10| O PR OPPRPPRTOPRT 12.915 16.256
Depreciation, amortisation and impairment loss is allocated as follows on operating items:
(015 o) il [oToTo ST o] [o R PP PR O TSRO PPPRR PR 4.999 4.505
OPETALING EXPENSES ...eeeieiitiieeiitie e ettt e e st e e ettt e s s e e e st et e s s et e e e b et e e sk e e e e asE et e e anee e e s ann e e e e aabneeenannneeennnneees 2.103 1.549
DiSCONtINUEA OPEIALIONS ... ..eeeieiiiiee ettt et e et e s e e e et e e e s st e s s e e e e st e e e s annn e e e nannees 5.813 10.202
L1011 P PP O PR OPPRPPROPPT 12.915 16.256
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13. Net finance costs

Net finance costs are specified as follows: 2011 2010
101 C=TTS] T g oo 1 1= PRSP PPRPR 514 347
[NV Te [T 0 o I T g oo o o= PSR PPRR 137 298
Fair value changes on shares in other COMPANIES .........cueiiiiiiiiiiiii e 691 0
Gain on sale of shares 0 116
NI o U g =T (o3 VAo =Vl o PRSP 615 0
Finance income, total 1.957 761
Interest expenses ( 5.312) ( 3.720)
Net currency loss 0 ( 243)
FINANCE COSES, TOTAI ...eei it e e s e e e st e e s anre e e e snn e e e annneeenanee ( 5.312) ( 3.963)
NET FINANCE COSES ...ttt et e et e ettt e s e e e e bt e e an e e e s e e e e s nr e e e enne e e s nnnns ( 3.355) ( 3.202)
14. Income tax expense
Income tax recognised in profit or loss is specified as follows: 2011 2010
CUITENT TAX EXPEINISE .. i ee ettt ettt ettt ettt ettt ettt ettt ettt ettt ettt ettt ettt eeeeeeeeeeeaeeeeeeesneesnsenees 2.163 1.611
(D2 = T = D=2 o =T Y= PRSPPI ( 270) 59
Total income tax in CONtINUING OPEIAtIONS ......coiiiiiiiiiiie ettt e e e et e e e e e st e e e e e e e eneaeeeeas 1.893 1.670
Income tax in discontinued operations 4.866 7.794
TOtAl INCOME TAX EXPEINSE ..eiiiiiiieiiiiee ettt ettt ettt e ettt e et e e es b e e e kb et e e e abe e e e ek b e e e e aabe e e e nabneeesneneeeean 6.759 9.464
15. Effective tax rate for continuing operations is specified as follows:

2011 2010
(Loss) profit for the year from continuing operations .............cccuveeeeen.n. ( 4.127) 5.472
TOtal INCOME TAX ...eeeeiieiieei ittt e e e e 1.893 1.670
Profit excluding iNCOME X .........ccvveiiiiiieeiie e ( 2.234) 7.142
Income tax using Icelandic corporation tax rate ..........cccccceveeeiiiiiineenen. 447 18,0% ( 1.286)
Effect of tax rate in foreign jurisdictions ( 2.081) 9,6% ( 686)
Non-deductable expenses ..........cccccceeeneee ( 8) 0,0% 1
(@1 a 1= (T SRR ( 251) ( 4,2%) 301
EffECtiVe taX Fate ... ( 1.893) 23,4% ( 1.670)

The main reason for fluctuations in effective income tax rates in the statement of comprehensive income is explained by different
geographical composition of profit or loss before taxes in individual companies and periods, tax assets that are not capitalized and

presentation of transactions in the statement of comprehensive income between continuing and discontinuing operations.

16. Property, plant and equipment

Property, plant and equipment is specified as follows:

Cost or deemed cost

Balance at 1 JAnUArY 2000 ........ocoiiiiiiiiiiiiiee et e e et e e e et e e e e e e ne e e aaaaeaaan
RECIASSIfICALIONS ....eeiiiiiiciieie e
Purchases during the YEAI ..ot
DISPOSAIS ...ttt e e et e e e e e b et e e e e e e e nnbaneeaaeeeanna
Exchange rate differenCes ...........ooiiiii i
Balance at 31 December 2010 .......ccvviiirieeeiieie e
RECIASSITICALIONS ....eiiiiiiieiiie et e st e et e
Purchases during the YEAI .........ooiiiiiiiii e
DisSposals Of SUDSIAIANES .......o.eeeeiiiiie e e e
Other dISPOSAIS ...ttt e e e sttt e e e e e e st e e e e e e e e nnneeeeaaaeeaan
Exchange rate differenCes ...........ooiiiiiiii e
Balance at 31 DeCembBer 2011 .......ccccuiiiiieiieeiiie st
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Other
Buildings operating
and land assets Total
65.040 108.753 173.793
6 ( 93) ( 87)
7.543 14.199 21.742
( 376) ( 3.374) ( 3.750)
2.022 3.247 5.269
74.235 122.732 196.967
91 ( 239) (1148)
824 12.488 13.312
( 55.511) ( 69.547) ( 125.058)
0 ( 648) ( 648)
1.065 2.139 3.204
20.704 66.925 87.629

All amounts are in thousands of euro
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16. Property, plant and equipment, contd.:
Property, plant and equipment is specified as follows, contd.:

Other

Buildings operating

and land assets Total
Depreciation and impairment losses
Balance at 1 JANUArY 2000 .........coiiaiiiiiiiiiieee et e ettt e e e et e e e e e e e nebaeeaaae e an 13.538 65.520 79.058
RECIASSITICALIONS .....eeiiieiei ittt e et e e e e e e et ee e e e e e e e anees 6 ( 93) ( 87)
D=7 o] d=To =Yoo H TP RTPT RPN 3.328 11.463 14.791
DISPOSAIS ...ttt e e a e e e b e e e e e e e et eeeaaaeaaanna ( 277) ( 2.746) ( 3.023)
Exchange rate differenCeS ...........eeiiiiiiii s 353 1.928 2.281
Balance at 31 December 2010 ........ccuviiiiieeeiiiie e 16.948 76.072 93.020
RECIASSITICALIONS .....eeiiieiei it e e et e e e e e e et eneaaae e e annes 0 ( 115) ( 115)
D=7 o] d=To =i o] o H ST PP RTPT SRR 2.415 9.457 11.872
DisSp0osals Of SUDSIAIAIES .......oueeeiiiiiie et a e ( 14.688) ( 37.614) ( 52.302)
Other dISPOSAIS ...ttt e et e e e e e s s bbbt e e e e e e s anabeeeeaaeeeaan 0 ( 436) ( 436)
Exchange rate differenCes ...........eeiiiiiiii s 304 931 1.235
Balance at 31 December 2011 .......ccvviiiiieeiiiee e s 4.979 48.295 53.274
Carrying amounts
L2000 oot a e n e e e a e 51.502 43.233 94.735
BL.12.2000 oo e e e s 57.287 46.660 103.947
BLLL2.2001 oo e e 15.725 18.630 34.355
(D=t o] fTor o Vio] o = 1o L PP UPUPPPRPPTIN 2-10% 10-20%

17. Finance leases
Equipment and machinery for which the Group has concluded lease agreements are capitalized despite the ownership right of the
lessor according to the agreements. The remaining balance of the lease agreements amounted to € 47 thousand at year-end 2011
(2010: € 257 thousand).

18. Operating leases
The Group has entered into operating lease contracts for machinery and production equipment. Commitments from these contracts
are not included in the statement of financial position.

19. Mortgages and Guarantees
Mortgages and guarantees for debt with a remaining balance of € 38,290 thousand (2010: € 63,798 thousand) were registered
against the Group’s assets at year-end 2011.

20. Insurance value

Insurance and book value at year-end were as follows: 2011 2010
Insurance value Of DUITAINGS ....ooooiii et e e e e e e e e e e 36.587 123.745
BOOK Value Of DUITAINGS ....ooiiii ettt e e e e s et e e e e e e e nebee s 15.725 57.287
Insurance value of Other OPEratiNng ASSELS ........iiiiiiiiiiiiiiii e e et e e e e e e anebe e e e e e e e e anee 56.577 72.067
Book value of other OpErating @SSELS ..........uiiiiiiiiiiiiiiii ettt e e e ettt e e e e e e s e saebaeeaaaeeaannnes 18.630 46.660
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21. Intangible assets

The Group's intangible assets are specified as follows: Other
Business intangible

Goodwill Trademarks relationships assets Total
Cost
Balance at 1.1 2010 ........ccovceeiiieniee e 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
Purchases during the year 0 0 567 1.565 2.132
DISPOSAIS ....vveiiieieiiie ettt ( 124.156) ( 26.936) ( 12.629) ( 3.843) ( 167.564)
Exchange rate differences 1.573 0 13 60 1.646
Balance at 31.12.2011 .......cccceivieiieeiiieniee e 58.835 13 1.249 2.735 62.832
Amortisations and impairment losses
Balance at 1.1.2010 ........cceviieiiiieiiee e 126.479 18.416 3.463 2.485 150.843
Amortisation for the year .........cccccevviieeiiieee e 0 0 819 646 1.465
Exchange rate differences ..........ccoccvviiiiniiiciinnnn, 9.285 0 83 78 9.446
Balance at 31.12.2010 .......cccceervienieeniieniee e 135.764 18.416 4.365 3.209 161.754
Reclassifications .......ccoooeeieiiiiiiiiiiieicccccecceeeeeeeeeeee e 0 0 246 426 672
Amortisation for the year .........ccccccoovvivvveeeee e, 0 0 318 529 847
IMPairmMeNnt I0SSES ......cccvvvieieie e 196 0 0 0 196
DISPOSAIS ...eoiiiiiiiiiiie et ( 124.160) ( 18.404) ( 3.962) ( 1.962) ( 148.488)
Exchange rate differences 327 0 13 45 385
Balance at 31.12.2011 .......cccceeivieiieniiieniee e 12.127 12 980 2.247 15.366
Carrying amounts
L.1.2000 oot 44.069 8.101 9.456 1.737 63.363
31.12.2000 et 45.654 8.533 8.933 1.744 64.864
31222011 o 46.708 1 269 488 47.466
Depreciations ratios .........cccoevvveeeniieeeeiniiiee e 5-33% 4-15%

Amortisation and impairment charge
The amortisation is allocated to the cost of inventory and is recognised in cost of goods sold as inventory is sold. The impairment
loss is recognised in other operating expense in profit or loss.

Impairment testing for cash generating units containing goodwill
For the purpose of impairment testing, goodwill is allocated to the Group's operating entities which represent the lowest level within
the Group, at which the goodwill is monitored for internal management purposes.

The aggregate carrying amounts of goodwill allocated to each unit are as follows:

2011 2010
Seachill Ltd. ................... 46.708 45.452
L EY T Z= U= 0 202
TOLAI GOOUWIIL ...ttt e bt ekt e bt e sb bt e sbn e e sb bt e saneennneenanee e 46.708 45.654
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21. Intangible assets, contd.:
The value in use of each unit was determined by discounting the future cash flows generated from the continuing use of the unit and
was based on the following key assumptions:

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

The anticipated annual real revenue growth rate included in the cash flow projection was minus 6.7% to plus 5.0% for the years 2012
to 2016. Future growth ranged between 1.0% and 2.0%. A long term growth rate into perpetuity has been determined as the lower of
the nominal GDP rates for the country in which the division is based and the long-term compound annual growth rate in EBITDA
estimated by management

A post-tax discount rate between 10.2% and 12.0% was applied in determining the recoverable amount of the respective cash
generating units. The discount rate was estimated based on the industry's capital structure and risk profile along with company
specific metrics.

An increase of 1 percentage point in the discount rate used would not result in further impairment loss on intangible assets at year-
end 2011.
A 10 percent decrease in future planned EBITDA would not result in further impairment loss on intangible assets at year-end 2011.

All the carrying amount of goodwill is related to the production companies.

Trademarks purchased and acquired are capitalised by the Group’s production companies.

22. Other investments
The Group's other investments are specified as follows: 2011 2010

Held-to-maturity investments 2.996 1.119
EQUItY ACCOUNLEA INVESIEES ......eeiiiiiiiie ettt e et e e et e e s e e st e e e anr e e e s snnn e e e nnnneee s 890 226
Financial assets designated at fair value through profit Or [0SS ...........ccceiiiiiiiii e 168 166

4.054 1511
CUITENE MALUIMEIES .....eeiiiiieiiie et e s b e s b e s sb e e s b e e s b e e s are e e sbe e e snee e ( 785) ( 111)
Total Other INVESIMENES ... it e et e e e st n e e e s s e e e e anre e e e nanees 3.269 1.400

Held-to-maturity investments have interest rates of 5.3% to 6.5% (2010: 5.3% to 6.5%) and mature in 1 to 3 years.

The financial assets designated at fair value through profit and loss are equity securities.

The Group’s exposure to credit, currency and interest rate risks related to other investments is disclosed in note 35.

23. Inventories

Inventories are specified as follows: 2011 2010
Raw material and WOIK iN PIrOCESS .....cooiiiiiiiiiiiee ittt e st e e st e e nnre e e s nnnnee s 29.174 79.965
[ T8 1E] g T=To o T Lo Lo KPP PPRPUPRTRI 56.379 88.064
LItz UL 1Y 0] o 1= PP PPP PR 85.553 168.029
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24. Trade and other receivables

Trade and other receivables are specified as follows: 2011 2010
Trade receivables 50.220 98.372
Other receivables 2.533 10.873
Prepaid expenses 1.504 2.148
Total trade and other receivables 54.257 111.393

The Group’s exposure to credit and currency risk and impairment losses related to trade and other receivables are disclosed in note
35.

Equity

25. Issued shares
The Company's total number of shares according to its Articles of Association are 2,072 million (2010: 2,794 million). Issued shares at
year-end numbered 2,072 million (2010: 2,794 million) and is all paid for. The owners of ordinary shares are entitled to dividends as
declared from time to time and are entitled to one vote per share of one ISK at meetings of the Company.

The Company's Articles of Association were changed in November 2011 and the number of shares decreased from 2,793.9 million to
2,072.0 million or by 721.9 million. The Company held 207.1 million treasury shares at the year end ( 2010: nill)

26. Share premium
Share premium represents excess of payments above nominal value (ISK 1 per share) that shareholders have paid for shares sold by
the Company less payments above nominal value that the Company has paid for treasury shares. According to Icelandic Companies
Act, 25% of the nominal share capital must be held in reserve which can not be paid out as dividend to shareholders.

27. Translation reserve
The translation reserve comprises all foreign currency differences arising from the translation of the financial statements of foreign
operations.

28. Hedging reserve
The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments
related to hedged transactions that have not yet occurred.

29. Other reserves
Other reserves are specified as follows: 2011 2010

Translation reserve 2761 ( 14.195)
Hedging reserve ........ 0 ( 785)
Other reserves total 2761 ( 14.980)

30. Earnings per share
The calculation of basic earnings per share was based on the profit attributable to shareholders of the Parent Company and a
weighted average number of shares outstanding during the year calculated as follows:

Earnings per share: 2011 2010
Profit for the year attributable to equity holders of the parent ... 44.172 6.097
Weighted average number of ordinary Shares ... 2.733.710 2.793.865
Earnings Per Share OF ISK L ...ttt e et e e s e e e e e n e e 0,0162 0,0022

Earnings per share - continuing operations:

(Loss) profit for the year attributable to equity holders of the parent ..., ( 4.127) 5.472
Weighted average number of ordinary SRares ... 2.733.710 2.793.865
(Loss) earnings per Share Of ISK L ...ttt e sb e e e e e et ee e ( 0,0015) 0,0020

Diluted earnings per share is equal to basic earnings per share as the Company has not entered into share options agreements and
has no convertible loans.
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31. Loans and borrowings
Loans and borrowings are specified as follows:

2011 Non-current Current
Currency liabilities liabilities Total
B P e 38.290 8.320 46.610
5] TSP PT T RTOTPPPPP 1.077 25.252 26.329
TP Y e 998 22.454 23.452
[ ] N 2.196 10.885 13.081
N O ettt et e et eeaeetereneneaees 1.802 328 2.130
Loans and borrowings, TOLAl ..........c.eeiiiiiiii it 44.363 67.239 111.602
Current maturities of non-current liabilities ... ( 5.997) 5.997 0
Loans and borrowings according to statement of financial position .............c.cccccevviieenne 38.366 73.236 111.602

2010

73.279 22.806 96.085
40.997 4.813 45.810
7.641 23.559 31.200
938 25.557 26.495
0 7.366 7.366
2.558 0 2.558
0 2.356 2.356
17 0 17
Loans and borrowings, total 125.430 86.457 211.887
Current maturities of non-current liabilities ( 23.767) 23.767 0
Loans and borrowings according to statement of financial position 101.663 110.224 211.887

Property, plant and equipment, inventory and accounts receivable have been pledged against loans the amount of € 76.8 million

(2010: € 200.7 million).

32. Non-current loans and borrowings are payable as follows:

YRAI 2011 ..o e e e e e s e e e e e e e e e e e e e e ea e e as
YA 2012 ... e e e e e e e e r e e e e s e e e e
YA 2003 .. e e e e e e e et r e e e e e r e e e e e e e e e as
YRAI 2014 ... e e e e e e e e r e e e e a e
YA 2015 ..o e e e s e e e e e e e e e e e raa e as
YA 2016 ...t e e e e e e et r e e e e e e e e e e e s nea e as
YUl ET=To U LT o | TP EUPT PP PPRPR
Non-current loans and borrowings including current Maturities ...
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2011 2010

- 23.767

5.997 69.500
36.619 6.588
426 5.418
229 17.514
11 2.643
1.081 0
44.363 125.430
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33. Deferred tax assets and liabilities

Deferred tax asset and liabilities are specified as follows: Deferred tax Deferred tax

assets liability Net
Balance at 1.1.2010 .......oooiviiiieiiieee e e ( 5.710) 8.044 2.334
Income tax on continuing and discontinued operations ( 302) 9.766 9.464
Income tax payable 2011 0N 2010 ACHVILIES ......cccoeiiiiiuiiiiiiiee e ( 503) ( 800) ( 1.303)
Exchange rate difference, prepaid tax and other changes ..........ccccccoviiiiiiiiniiinniiiiieenn. 2.805 ( 8.689) ( 5.884)
Balance at 31.12.2000 .......cccueeiuiiiriiieiiii ettt e ( 3.710) 8.321 4.611
Disposals of discontinued OPEratioNS ..........ccceeiirrieeiiiirerii e 1.306 ( 4.987) ( 3.681)
Income tax on continued and discontinued OPerations .............cccceeieeiiiieeeee e ( 19) 6.777 6.758
Income tax payable 2012 on 2011 continuUiNg acCtiVItieS ...........cooiiciiiiiiieiiniiiiiieeeeee s ( 58) ( 440) ( 498)
Exchange rate difference, prepaid tax and other changes ..........ccccccooviiiiiiiiiinniiiiieenn. 2.099 ( 7.614) ( 5.515)
Balance at 31.12.2011 ......ociiiiiiieiiiieeiie ettt ( 381) 2.057 1.676
The deferred income tax liability is attributable to the following items: 2011 2010
Property, plant and @QUIPIMENT ..o ittt e e e e e e e e e e e e e s abe b e e e e e e e e e annneaeeaaaens 1.890 6.159
[[a1e= g o] o] [SI= TS =] £ TP PETTT TR 0 2.240
TaX [0SSES CAIMIEU FONWANT ......ceiieeiiiieiii ittt e ettt e e e e e e e e bbb et e e e e e e s anbbeeeaaaeeeaansbneeeaaaean 12 ( 6.422)
(O 1 =T (=T o ¢ KPP RPPPPRPTN ( 226) 2.634
Net income tax liability at YEAr-€Nd ...........oooiiiiiii e 1.676 4.611

34. Trade and other payables

Trade and other payables are specified as follows: 2011 2010
Trade PAYADIES ......oooiiie e e 61.326 77.669
TAXES FOF T8 YBAN ...eeiiei et e ke e e ettt e s e e s e e e s 498 1.303
Oher PAYADIES ... ..ottt e et 19.427 23.311
Total trade and Other PAYADIES ...........ooi i 81.251 102.283

Financial instruments

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

2011 2010
Held-to-Maturity INVESTMENTS ........viiiiiiie et e e e s e e st re e e e e e nnnes 2.996 1.119
LOANS AN FECEIVADIES ... ettt e e ettt e e e e e e na bbb e e e e e e e e e nnbaneaaaens 52.753 109.134
RS 1 oa (Yo [ o= 1] o PO TURPPPN 38.463 0
Cash and Cash EQUIVBIENTS ..........eeiiiiiiii et e e s e e e s e e s s 109.295 26.084
203.507 136.337

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:
DIOMESTIC ... teeitee ettt ettt oottt et e e oo et bttt e e e e e e o a bbb et e e e a2 e e e nbbee e e e e e e e e e natbee e e e e e e e annbbeeeeeaeeeeannnnnneeeas 12 225
811 (=T I S e o o] o £ OO PPPRT TP 27.337 24.639
CONLINENTAI EUNOPE ....eeeieiiieie ettt ettt e et e e st e e ekt e e et e e e s n e e e asn et e e e s e e e e nnnneeesnneee s 15.501 44.767
L TP 0 20.325
- L PP TP PPPRT 7.370 8.416
50.220 98.372

The Group’s five most significant customers for continuing operations account for € 22.1 million of the trade receivables carrying
amount at 31 December 2011 (2010: € 19.1 million).
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35. Financial instruments, contd.:
Impairment losses
The aging of accounts receivables at the reporting date was:

2011 2010
Gross Impairment Gross Impairment

Past dU€ 0-30 dAYS ......coeorrriiiriiie e 41.299 54 82.504 156
Past dU€ 31-90 dAYS ....eeeevrriiirrriieiireee e 7.250 49 14.887 150
Past du€ 91-180 TAYS . ..covvveeirrreeeiiriee e 1.373 426 880 388
Past due 181-360 dAYS .......ceevrrreeeiirireeiirie e 534 366 615 485
MOre than ONE YEAI .........coiiiiiiiiie e 825 167 1.084 419
51.281 1.061 99.970 1.598

Provision for losses on trade and other receivables are specified as follows:
2011 2010
PrOVISION @t 1 JANUAKY ....eeiiiiiiiiiiiiiiiee ettt e e e e e ettt e e e e e s s tbe et e e e e e e s ab b beeeeae e e s e nbbeeeeaeeesannnbseeeaaaesaannnnns 1.598 1.014
Changes in ProVvisSion fOr the YA ........o e e e e e e neaee s ( 492) 527
EXchange rate diffErENCE .......coiiiiii et ( 45) 57
Provision at 31 DECEMDET ......coiuiiiiiiiiit ettt ettt e et e et e e sne et e nne e e 1.061 1.598

Exposure to liquidity risk
The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the impact of
netting agreements:

Carrying Contractual Less than More than
amount cash flows 1year 1-2 years 2-5years 5years
31 December 2011
Non-derivative financial liabilities
Non-current loans and
and borrowings ........cccccoevvciviiieeeennn. 38.366 39.762 0 37.809 807 1.146
Current loans
and borrowings .......cccocveeeviveeennnne. 73.236 74.727 74.727 0 0 0
Trade and other
payables ......cccccoiviiiiiiie e 81.251 81.251 81.251 0 0 0
192.853 195.740 155.978 37.809 807 1.146
31 December 2010
Non-derivative financial liabilities
Non-current loans and
and borrowings ........cccccoevecviieennennnn. 101.663 109.959 0 63.510 41.899 4.550
Current loans
and borrowings .........ccccceiiiiiiiienn. 110.224 113.773 113.773 0 0 0
Trade and other
payables ........ccccoiiiiiie 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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35. Financial instruments, contd.:
Exposure to currency risk
The Group’s exposure to foreign currency risk was as follows based on notional amounts:

ISK GBP uUsb Other
31 December 2011
Cash and ash equIValENtS ..........ooouiiiiiiiii e 1.398 1.382 88.240 163
RESHICIEA CASN ...evieiiiiic e 0 0 37.438 0
Trade reCceiVabIes .........ooviiiii e 375 119 3.005 978
Loans and DOMrOWINGS .........veiiiiiiiiiiieee e ( 25.282) 0 0 ( 105)
Trade PAYADIES ......ooiiieiie e ( 5.061) ( 70) ( 7.059) ( 188)
Gross balanCe EXPOSUIE .........vierireieiiiiie e ( 28.570) 1.431 121.624 848
31 December 2010
Cash and cash equIValENtS ..o 37 0 4.749 1.968
Trade reCceiVabIes .........ooociiiiic e 35 176 4.427 2.308
Loans and DOMrOWINGS ........uuiiiiiiieiiiiieee e 0 0 ( 8.393) ( 7.452)
Trade PAYADIES ......ooiiieiie e ( 12) ( 379) ( 6.905) ( 1.123)
Gross balanCe EXPOSUIE .........vieiiieeeiiiiee et 60 ( 203) ( 6.122) ( 4.299)

The following significant exchange rates applied during the year:
Reporting date

Average rate spot rate
2011 2010 2011 2010
0,8677 0,8585 0,8382 0,8614
1,2309 1,3832 1,2157 1,2513
1,3766 1,3669 1,3215 1,3343
1,3908 1,3260 1,2939 1,3362
161,0038 161,7113 158,4000 153,3700

Sensitivity analysis

A 10 percent strengthening of the euro against the above mentioned currencies at 31 December would have decreased pre-tax profit
€ 9.533 thousand (2010: increase profit by € 1.056 thousand). This analysis assumes that all other variables, in particular interest
rates, remain constant.

A 10 percent weakening of the euro against the above currencies at 31 December would have had the equal but opposite effect on
the above currencies to the amounts shown above, on the basis that all other variables remain constant.

Interest rate risk
Profile
At the reporting date the interest rate profile of the Group’s interest bearing financial instruments was:

Carrying amount

2011 2010
Variable rate instruments
FINANCIAI ASSELS ...eiiiiiiiiiiitiiiet et e et et e e e s ettt e e e e e e tatb e et aaeeeasatbaeeeaaeessansbaraeaaeeenannes 109.295 26.084
FINANCIal IADIIITIES ...t e e e e s et e e e e e s s bbb e e e eeeesansntaeeeeaeeeeannees ( 94.976) ( 192.287)

14.319 ( 166.203)

Consolidated Financial Statements of Icelandic Group hf. 2011 36 All amounts are in thousands of euro



Notes, contd.:

35. Financial instruments, contd.:
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 as hedging instruments under a fair value hedge accounting model. Therefore a change in interest rates at
the reporting date 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 reporting date would have decreased pre-tax profit or loss by the amounts shown
below. This analysis assumes that all other variables, in particular foreign currency rates, remain constant. The analysis is performed
on the same basis for 2010.

Profit or loss

100bp 100bp
increase decrease
31 December 2011
Variable rate INSIIUMIEINTS .....coiiiiiei ittt e et e e e e s b et e e e b e e e st b e e e s st e e e nnreeesnnneeeeas 143 ( 143)
Cash fIOW SENSILIVILY (NMEL) ...eeiiieeeiiiiie ettt et e e et bt e st e e s e e e e annreeea 143 ( 143)
31 December 2010
Variable rate INSIIUMIEINTS .....coiiiiiei ittt e et e e e e s b et e e e b e e e st b e e e s st e e e nnreeesnnneeeeas ( 1.662) 1.662
Cash flOW SENSILIVILY (NEL) ...eieiieieieie ettt e e e e e s et ettt e e e e s e anaebeeeeaeeeeansbaeeeaaeeeaannnnees ( 1.662) 1.662

Fair values versus carrying amounts
The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of financial position, are

as follows:
31 December 2011 31 December 2010

Carrying Fair Carrying Fair
amount value amount value
Held-to-maturity iINVESIMENLS ........ovviiiiiieiiiee e 2.996 2.996 1.119 1.119

Financial assets designated at fair value
through profit OF I0SS .......ooiiiiiieie e 168 168 166 166
Loans and receivables ...........cccoviviiiiiiii 51.968 51.968 109.134 109.134
RESEICIEA CASN ...eeeeiiiiieeiei e 38.463 38.463 0 0
Cash and cash equIValENtS .........cccoovieie i 109.295 109.295 26.084 26.084
Loans and borrowings, NON-CUIMTENT .........cveeeiiieeeiiiiee e ( 38.366) ( 39.762) ( 101.663) ( 103.112)
Loans and bOrrowings, CUMTENE ..........oovueeeiiiiee e ( 73.236) ( 74.727) ( 110.224) ( 111.005)
Trade and other payables ... ( 81.251) ( 81.251) ( 102.283) ( 102.283)
Gross balance Sheet EXPOSUNE .........ooeviieiiiiiieee e 10.037 7.150 ( 177.667) ( 179.897)

36. Operating leases

Non-cancellable operating lease rentals are payable as follows: 2011 2010
LESS tNAN ONE YEAN ....eeiiiiiiee ettt e ke et e e et e e e bt e e s ne e e e e R e e e e nnn e e e s e e e e e e nan 484 4.526
Between 0Ne and fIVE YEAIS .......oii it 954 5.951
MO than fIVE YEAIS ... .ottt e oottt e e e e e e ettt e e e e e e e e mnebeeeeaaeeeansnneaeeaeaeaannns 0 2.160
1.438 12.637
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37. Contingent liabilites
A subsidiary is currently in discussions with tax authorities who are challenging the tax deductibility of historic payments into employee
incentive schemes. The potential liability of the subsidiary is considered to be in the order of € 13 million, including penalties and
interest. Under the purchase agreement this amount is recoverable from the former shareholders of the subsidiary. The Group has
not provided for any tax due.

38. Statement of Cash Flows
Changes in operating assets and liabilities in the statement of cash flows are specified as follows:

2011 2010
INVENTOMIES, INCTEASE ...eeiiiriie ittt e e e et e e e e et et e s st e e s e e e s abne e e e et n e e e nnnn e e e nnnreee s ( 21.873) ( 15.862)
Trade and other receivables, INCIEASE .........cocciii i ( 14.001) ( 117)
Trade and other payables, INCIEASE ........cccuuiiiiiiie e et e et e e et e e snnees 19.387 14.604
Net changes in WOrKing CapITal .........cooiiiiiiiiie et e et e e saee e e e sneeeeeen ( 16.487) ( 1.375)
39. Cash flows from operating activities are specified as follows:
2011 2010
Profit fOr tNE YEAK ... .t e e e e 44.192 6.084
Difference between gain and cash flows from operations:
Loss (Profit) from SAIES OF ASSEIS ....cciiiiiiiiiiiie et 30 ( 425)
Profit on Sale Of SUDSIAIAIIES ........cveiiiiiiie e ( 68.012) 0
Profit on sale of shares in other COMPANIES ... 0 ( 117)
Translation differences reclassified from other comprehensive inCome ...........cccccovcveiiieee e, 15.220 0
Reversal of intra-group generated trad@mark ............oooeereiiiiieiiiie e 3411
Depreciations, amortisation and impairment l0SSES .........ccuvviiiiiiiiiiie e 12.915 16.256
Profit of equity aCCOUNTEA INVESTEES .......coiiiiiiiiiiii e e e ( 12) ( 31)
[ TeT] 4[N = PP PP PPPPRTTN 1.716 2.802
L@ 10T g1 (=T o £ PSP PPRPP PRI ( 1.342) 1.269
Net changes in WOrking CapItal ..........cooueiiiiiiii e 8.118 25.838

40. Related parties
Identity of related parties
Parties are considered to be related if one party has the ability to directly or indirectly control the other party or exercise significant
influence over the party in making financial or operational decisions. The Group's related parties include: Key management personnel,
close family members of key management personnel and entities which are controlled, significantly influenced by or for which
significant voting power is held by key management personnel or their close family members, subsidiaries and associates. 99,99% of
the Company is owned by Framtakssjodur Islands slhf., which is in majoriy ownership of Icelandic pension funds.

Transactions with related parties
The Group has transactions with related parties. Transaction with such parties are made in the ordinary course of business and on
sustantially the same terms as comparable transactions with other parties.

Transactions with key management personnel
Executive directors of the Group and their relatives control none of the voting shares of the Group (2010: none). Information on
salaries and benefits of management paid for their work for the Company are disclosed in note 11.

Other related party transactions

A part of the parties defined as related parties have carried out general transactions with the Group. Terms and condition of the
transactions are on an arm’s length basis and at year end are classified as such. The Group purchased consulting services
amounting to € 90 thousand from Odix ehf. owned by Board member Mr. Steinp6r Baldursson.
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41.

42.
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Group entities

Subsidiaries numbered 19 at year-end (2010: 31) and are all included in the consolidated financial statements. They are:

Share
Coldwater Seafood (UK) Ltd., UK .......ccooiiiiiiiiiiccieeee 100% Icelandic Japan K.K., Japan .........cccccoceeviiieeniinennnnn.
Ecomsa S.A., SPAIN ....ccoiiiiiiiiiiie e 100% Icelandic Norway AS, NOIWay ..........cccceveeeeiiieeennneenns
Fiskval ehf., Iceland ............ccccceiiiiiiiiiiii 100% Icelandic Services ehf., Iceland ...............cccceeieniins
Gadus B.V., The Netherlands ...........cccccceeiiiiiiiiiiiiiiee, 100% Icelandic Trademark ehf., Iceland ...............ccccooeeene.
Icelandic Asia InC., S-Korea ...........ccoovviieiiiiiniciiiciee 100% Icelandic UK Ltd., UK ........cccoiiiiiiiiiiiiceeees
Icelandic China Trading Co. Ltd., China .........ccccceeiniieennnen. 100% IFP Trading Ltd., UK .......coooiiiiiieeeieeeee e
Icelandic Group UK Ltd., UK .......cooiiiiiiiiiieeceeeee 100% Marinus ehf., Iceland .........ccoccieiiiiiiiii e
Icelandic Hong Kong Ltd., Hong Kong .........ccocoveiiiiieniienenns 100% Seachill Ltd., UK ...t
Icelandic Iberica S.A., SPAIN .......ccoceiiiiiiiieeee e 100% Sirius ehf., [celand .........ccccooiiiiiiiiie
Icelandic Italy S.A.R.L, Italy .....oooviiieiiiiieieeeeeeeee e 100%
Financial Ratios
Financial ratios for the consolidated financial statements: 2011
L1010 0 = 11 [ TP UPTT PRI 1.86
Lo 011NV = L[ TR UPTPPRPPT 47.8%
(U g o T o =T o [ 1 YR PTUPRPPUPRPPN 28.4%
INEEINAIL VAIUE ...ttt e oo ettt e e e e e o ek bttt e e e e e e e ab bbbt e e e e e s aannbbeeeaaeeaeannenee 15.95
EBITDA (continuing operations including transactions with discontinued operations) .............cccccveenuee. 13.161
EBITDA ratio (continuing operations including transactions with discontinued operations) .................... 2,5%

Share

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

2010

1.44
32.7%
3.9%
9.38

15.795
3,0%
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