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Endorsement by the Board of Directors
and the CEO

The Consolidated Interim Financial Statements of Hf. Eimskipafélag islands for the period 1 November 2006 to 31
January 2007 have been prepared in accordance with International Financial Reporting Standards (IFRSs) for Interim
Financia Statements. The Financia Statements include the Consolidated Interim Financial Statements of the Parent
Company and its direct subsidiaries, which numbered 13 at period-end. In addition to the subsidiaries there are 84
companies within the Group owned by subsidiaries, so that the Group contains 98 companiesin all.

The Board of Directors of Hf. Eimskipafélag islands approved to merge Hf. Eimskipafélag islands and its subsidiary
Eimskipafélag idands ehf. The subsidiary merged into the parent company effective as of 1 November 2006. As the
subsidiary was wholly owned the merger has no effect on the consolidated financial statements.

The Company's functiona currency for the year 2006 was US dollars. The change in functional currency from US
dollars to EUR was made as of 1 November 2006 because of changes in the focus of the Company's operations and
primary economic environment in which the Company operates. The comparative figures for the year 2006 have been
translated to EUR.

According to the Consolidated Interim Income Statement the total operating revenue of the Group amounted to EUR
399 million during the period. Net loss for the period amounted to EUR 6 million. According to the Balance Sheet the
Group assets were EUR 2.036 million. Equity at period-end amounted to EUR 539 million. Information about
valuation of the Group's principa assets is shown in the Notes to the Consolidated Interim Financial Statements.

The Board of Directors of Hf. Eimskipafélag islands and the CEO hereby confirm the Company’s Consolidated
Interim Financial Statements for the period from 1 November 2006 to 31 January 2007, by means of their signatures.

Reykjavik, 20. March 2007.
Board of Directors:

Magnus Thorsteinsson
Thor Kristjansson

Sindri Sindrason
Eggert Magnusson
Gunnar M. Bjorg

CEO:
Baldur Gudnason
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Consolidated Interim | ncome Statement
November 1, 2006 - January 31, 2007

2007 2006
Notes 111.-31.1. 111.-31.1.
REVENUE ...ttt 5 399.323 203.949
COSt OF SAIES ..ottt ( 379.814) ( 182.440)
GrOSS PIOfIT ettt en 19.509 21.509
AdMINISLFatiVe EXPENSES ....coveueiieierieiereete ettt ( 8.673) ( 12.978)
OPErating Profil ..o e 5 10.836 8.531
FiNANCE INCOIME ...ttt et 4.162 9.570
FiNANCE EXPENSES ....oovieieieceeete st ste sttt e e e ae st ae e era e s e sneeaesneeneens ( 22.555) ( 12.752)
NEt fINANCE COSL ......cveeiicicic s ( 18.393) ( 3.182)
Share of profit (10SS) Of aSSOCIALES .......ccoveuereeerieereeereeerere e 689 ( 30)
(Loss) profit beforeinCome tax ........coccoeeereienenesee e, ( 6.868) 5.318
[NCOME LAX EXPENSE .....veeieieeeie e eeeeste et e see s e ee e eseesaesreeseesreeaesreesaesesreeneas 1247 ( 2.016)
(L oss) profit from continuing OPErations ..........ccoeeerererieiercereeeneeenens ( 5.621) 3.302
L oss from discontinued operations (net of income tax) ..........cccoevveeereneenns 0 ( 11.639)
Lossfor the period ..., ( 5.621) ( 8.337)
Attributableto:
Equity holders of the parent Company ..........cccoeererreineineieneeeeee ( 8.647) ( 8.310)
MINOFILY INEEIESE ..ottt ee e 3.026 ( 27)
LOSSTOr the PErO .......eeeeieeeiieee e ( 5.621) ( 8.337)

Earnings per share:

Basic earnings (10SS) per Share .........ccveerceneinccrceecee e ( 0,0049) ( 0,0053)
Diluted earnings (10SS) per Share ........ccccevv e ( 0,0045) ( 0,0052)

Consolidated Interim Financial Satements of
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Consolidated I nterim Balance Sheet

asat 31 January 2007

Assets:

GOOAWIIT .
Other iNtaNgibIE BSSELS ......ccveiviiirieirie s
Property, aircraft, vessels and eqUIPMENt ..........coceveeeeveneere s
Investment in associated COMPABNIES ........coueereeerirererieereese e
FiNaNCIial @SSELS ... .ceeuiriirie e
DEferred taX @SSELS .....oiiiierereeeriere ettt ene

1 0177= 010 =T
Trade reCaIVADIES .......covi e e
Other rECEIVADIES ...ttt et n
Cash and Cash eQUIVAIENES ........coceieeieececsc e s
Assets classified asheld for SAE ......uviiieeceeecceecece e
Total current assets

Total assets

Equity:

Share Capital .......ccce e e
Shar€ PraMIUM ...ttt e st e e s s era e e s be e s sneessannas

RELAINED BAMMINGS ....ccveuereeirieirieeree ettt
Total equity attributable to equity holders of the parent
MINOTILY INEEIESE ...

Liabilities:

ConVErtibIE10ANS .......veeeece e e e
Interest bearing 10ans and DOMTOWINGS .........corveirieiririeese e
GUArANTEE AEPOSITS ..t st e st e e e
DEFEITEA INCOME ...ttt esreeeaeeente s
Deferred tax HabilitiES ........ccoviieeeii e

Interest-bearing BOrTOWINGS ........ccveviieee e
Current taX Payalle ........cooreiee e
Trade and other PayableS ..o

Total current liabilities
Total liabilities
Total equity and liabilities

Consolidated Interim Financial Satements of
Hf. Eimskipafélag /dands 31.1.2007

31.1.2007 31.10.2006
320.869 245.009
32.181 10.886
964.335 354.523
31.376 18.371
64.408 101.323
16.375 17.692
1.429.544 747.804
16.754 13.650
195.337 232.360
160.115 258.048
69.806 180.025
1.786 19.653
443.798 703.737
1.873.342 1.451.541
20.470 20.476
402.927 403.103
8.297) 5.285)
85.082 95.554
500.182 513.848
38.713 23.782
538.895 537.630
65.491 0
702.053 355.459
734 4.248
28.506 40.909
71.330 7.699
868.114 408.316
182.986 286.098

0 127.889

283.347 91.608
466.333 505.595
1.334.447 913.911
1.873.342 1.451.541

All amounts are in thousands of EUR




Consolidated Statement of Changesin Equity
asat 31 January 2007

Changesin Equity 2006:
Equity at 1 November 2005 ......................

Profit for theyear ..o,

Changein fair value of hedges net of tax .
Total recognised income and expense.......

New shareSissued .......cccovvveeeeveeiceeeeireenns

Change in share option reserve, net of tax

Trandation difference .......cocceeevvveeveeeneeen.
Equity at 31 January 2006 ..........ccccceveenen.

Changesin Equity 2007:

Equity at 1 November 2006 ......................
Lossfor the period .........coccoeveenccnncenee
Foreign currency trandation .....................
Total recognised income and expense.......
Purchases of treasury shares.....................

Change in share option reserve, net of tax
Recognised on acquisition of subsidiaries
Equity at 31 January 2007 ........cccceeerenen.

Consolidated Interim Financial Satements of
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Trans Share Fair

Share Share lation option  Hedging value Retained Minority Tota

Capita  premium reserve reserve reserve reserve  earnings Tota interest equity
............ 18.257  303.046 11.983 0 ( 2452 ( 1212 35.650  365.272 1240  366.512
............ 0 0 0 0 0 0 ( 83100 ( 8310 ( 27) ( 8337)
............. 0 0 0 0 5.842 0 0 5.842 0 5.842
............ 0 0 11.983 0 3391 ( 1212 27.339  362.804 1213  364.018
............ 3.433 119.785 123.218 123.218
............ 0 0 614 614 614
............ ( 3.661) ( 71.844) 54) 15) 63 136 ( 3.355) ( 78.730) ( 638) ( 79.368)
........... 18.029  350.987 11.929 599 3454 ( 1.076) 23.985  407.907 22896  430.803
............ 20.476  403.103 1.836) 588 ( 4.037) 0 95554  513.848 23.782  537.630
............ ( 8647) ( 8647) 3026 ( 5.621)
............ 2.106) ( 1102 ( 1825 ( 5033 ( 5.033)
............ 3.942) 588 ( 5.139) 0 85.082  500.168 26.808  526.976
............ ( 6) ( 176) ( 182) ( 182)
............ 196 196 196
............ 0 11.905 11.905
............ 20.470  402.927 3.942) 784 ( 5.139 0 85.082  500.182 38.713  538.895

All amounts are in thousands of EUR




Consolidated Interim Statement of Cash Flows
For the period ended 31 January 2007

Notes 2007 2006
1.11-31.1 1.11-31.1

Cash flows from oper ating activities:

(0155 o 115N o= oo [ ( 5.621) ( 8.337)
Difference between (loss) profit and cash from operations:

Depreciation and impairment of fixed asSetS .......cccvevvveecevnvieecese e 21.453 14.021
Amortization and impairment of intangible assets ... 0 603
Currency fluctuation and iNAEXaLion ...........cccevveeererieeie e ( 294) ( 18)
Capital gains on the sale of assets and other changes ..........ccocvvvveeececceeene ( 9.359) ( 12.721)
INCOME TAX ...ttt et e b b b e ( 3.173) 400
Working capital provided by (used in) operating activities 3.006 ( 6.053)
ChangeS in CUIMTENE @SSELS .......ccievieeiieie et e ( 16.420) ( 34.150)
Changesin current [iahilities .........ccoveirrinreree e ( 18.637) ( 9.408)
Net cash used in operating activities ( 32.051) ( 49.611)

Cash flows from investing activities:
Investment iN fIXed @SSELS .....cccevi e e 8 ( 96.654) ( 63.074)
Proceeds from sale of fixed and intangible assats ... 208.272 16.569
Investment in fiNanCial @SSELS ........cccvcvveeiereeeere e ( 13.516) ( 15.919)
INVEStEMENE IN COMPANTES ......euevieeicrieeree et ( 415.952) 0
Proceeds from finanCial @SSatS ..........ccviriniineieinee e 239 0
Change in guarantee dePOSIES ........ccerrrerereeerere e 32 526
Net cash used in investing activities ( 317.579) ( 61.897)

Cash flows from financing activities:
Increasein share Capital .........ccccveverereere e 0 128.487
Purchase of treasury Shares ..o ( 182) 0
Capital contribution from minority shareholders..........cccceovvevevviceeie e, 3.500 0
Long-term debt ProCEEAS ........ccieireerecereeierere e 424.492 103.779
Long-term debt repaid .........cccoveeeiiceeeece e 9 ( 146.343) ( 149.601)
Short-term borrowing, ChanQe ..........ooevereeene e ( 42.715) 5.887
Change in guarantee dePOSITS ..........ererereereeerere et 0 ( 742)
Net cash provided by financing activities 238.752 87.809

Discontinued operation

Net cash from operating aCtiVities .........ccooeeeieieneneree e 0 ( 14.611)
Net cash from investing aCtiVities .......cccccveeevi e 0 ( 4.215)
Net cash from finanCing aCtiVItieS .........ccoovevriireere e 0 ( 592)
0 ( 19.418)
Decreasein cash and cash equivalents ..., (  110.878) ( 43.117)
Cash and cash equivalents at the beginning of theyear ........... 181.069 124.628
Effects of exchangerate fluctuations on cash and held .............. ( 385) 36.265
Cash and cash equivalents at the end of the period ...................... 69.806 117.776
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Notesto the Consolidated Interim Financial Statements

1. Reporting entity

Hf. Eimskipafélag islands (the “Company™) is a company domiciled in lceland. The Consolidated Interim Financial
Statements of the Company as for the 3 months ended 31 January 2007 comprise the Company and its subsidiaries
(together referred to as the “Group”) and the Group's interest in associated companies.

The Consolidated Financial Statements of the Group for the year ended 31 October 2006 are available at www.€i.is.

2. Statement of compliance
The consolidated interim Financial Statements have been prepared in accordance with International Financial Reporting
Standards, IAS 34 Interim Financial Reporting as adopted by EU.

The Financial Statements were approved and authorised for issue by the Company's Board of Directors on 20 of March
2007.

3. Significant accounting policies

The accounting policies applied by the Group in these condensed consolidated financial statements are the same as
those applied by the Group in its consolidated financia statements as at and for the year ended 31 October 2006.

Changein functional currency

The consolidated interim financial statements are prepared in euros (EUR), which is the Company's functional currency
for the year 2007. All financial information presented in EUR has been rounded to the nearest thousand.

The Company's functiona currency for the year 2006 was US dollars. The change in functiona currency from US
dollars to EUR was made as of 1 November 2006 because of changes in the focus of the Company's operations and
primary economic environment in which the Company operates. The comparative figures for the year 2006 have been
trandated to EUR. See further information below for comparative Balance Sheet figuresin US dollars and EUR as at 31
October 2006.

The changes are as follows:

Consolidated Balance Sheet For the year ended 31 October 2006 usb EUR
31.10.2006  31.10.2006

TOtAl NONFCUIMTENE @SSELS .....veevie ittt ettt et et e e bt e st e s saessbessbessaesebessrtesneseabesnbeebeeares 949.110 747.804
B0 = o N (= g 1A= S < T 893.181 703.737
Total assets 1.842.291 1.451.541

LI = [0TSR 682.358 537.630
Total NON-CUITENt [HADITITIES .....cviiviii ettt saeens 518.233 408.316
Total cUITent lHADIITIES .....ccviire et st eteeaean 641.700 505.595

Total equity and liabilities 1.842.291 1.451.541

4. Estimates

The preparation of interim financial statements requires management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets and liabilities, income and expense.
Actual results may differ from these estimates.

Consolidated Interim Financial Satements of
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Notes, contd.:

5. Segment reporting
For the three months ended 31 January

The Group comprises the following main business segments:

Shipping and logistics

Hf. Eimskipafélag Islands forms the Groups activities that are focused on shipping, logistic and supply chain
management. Eimskip has developed from a shipping line into a comprehensive transportation and logistics solutions
provider with a specialisation in temperature-controlled food storage. The services provided include the management
and implementation of all transportation logistics and door-to-door services. Eimskip’s main transportation services
include ocean transport, transportation on land and freight forwarding between foreign destinations. The services
offered extend to inventory and distribution services, delivery, air freight, customs documentation, agency services,
customs warehousing, loading and landing of fishing vessels and passenger transport.

Aviation services

The main operation of Aviation Services is provided by the Aircraft, Crew, Maintenance, Insurance (ACMI) or wet
leasing operator Air Atlanta Icelandic and maintenance and engineering operator Avia Technical Services (ATS).
Charter and leisure

The charter and leisure division comprised the XL Leisure Group. The Charter and Leisure division was sold at the end
of the fiscal year 2006 but isincluded in the consolidated financial statements until 31 October 2006.

Charter
and
Shipping leisure
and Aviation (Dis- Elimina- Con-
For the year 2007 logistics services continued) tions solidated
SEgMENE FTEVENUE ......eveeeeeeie et 315.189 89.886 0 ( 5.752) 399.323
Segment reSUlt ... 13.900 (3.064) 0 0 10.836
Unallocated eXpenses .......coeevereeeesienenes ( 16)
Result from operating activities.................... ( 5.621)
For the year 2006
SEgMENt FEVENUE ... 94.592 125.596 90.604 (  41.202) 269.591
Segment reSUlt ... 4.242 4288 ( 17.213) 0 ( 8.683)
Unallocated eXpenses .......cevveveeeerienenes ( 5.228)
Result from operating activities.................... ( 13.911)
Less result from operating activities
(discontinued operations) ............cccceeeeee. 17.213
Result from operating activities
(continuing operations) ..........ccoceceeereeeenene. 3.302

Consolidated Interim Financial Satements of
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Notes, contd.:

6. Discontinued operation

At 31 October 2006 the Group sold its entire Charter and Leisure division.

The figures are stated in the comparative income statement and statement of cash flow as discontinued operations and
are separated from the continuing operations.

See further information in note 6 in the Annual report of the Group for the year 2006.

7. Acquisition of subsidiaries
Business combination

In November 2006 the Group acquired 65% of the sharesin Containerships Ltd. Oy, in Finland for EUR 30 million.

In January 2006 the Group acquired 40% of shares in Daalimpex BV, in Nederland and in January 2007 60% of the
shares. Daalimpex BV isa part of the Group from January 1, 2007.
On November 2, 2006 the Group acquired 26% of the sharesin Harbour Grace CS Inc, in Canadafor EUR 1 million.

On November 2, 2006 the Group acquired al of the sharesin Atlas Cold Storage in Canada for EUR 288 million. The
company's main line of business is transportation.

Consolidated Interim Financial Satements of
Hf. Eimskipafélag /dands 31.1.2007 All amounts are in thousands of EUR
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Notes, contd.:

7. contd.:

During the year the Group acquired the companies Atlas Cold Storage, Containerships Ltd. Oy, Daalimpex Beeher BV and Harbour Grace Inc. The acquisition of those
companies had the following affect on the Group's assets and liabilities on acquisition date:

Pre-

Atlas Container- Daalimpex Harbour  acquisition Fair Recognised

Cold ships Becher  GraceCS carrying vaue  valueson

Storage Ltd Oy BV Inc. amounts adjustments adjustments

Property and EQUIPMENT .......c.ooviiiiirieeereees e e 295.535 41.006 79.469 2.287 418.297 130.772 549.069
INtANGIDIE BSSELS ... e 5.548 2.671 0 0 8.219 17.532 25.752
Deferred taX @SSELS ......ooviirireere e e 0 0 0 5 5 0 5
NON CUMTENE @SSELS ...veeveiieeies ettt st esbe e e snesneenens 2.982 0 0 0 2982 ( 2.982) 0
INVESEMENES ...ttt ettt b e bt e st e aeeseesneenee 0 394 0 0 394 0 394
LONG-TEIM NOLES .....veiieeitie ettt sttt st b e sb e sane b 0 38 0 0 38 0 38
INVENTOTTES ...ttt sttt se et besee s e e eneeneenesnea 1.358 89 409 16 1.872 0 1.872
Trade and other recelVabIES ..o 36.025 20.000 6.839 809 63.673 0 63.673
Cash and €ash EQUIVAIENES ..o 3.325 1.440 0 167 4.932 34 4.966
L0aNS and DOMTOWINGS ......ccveiiiierie ettt st esne e seesneen 0 ( 27069 ( 42757) ( 2.224) ( 72.050) 0 ( 72.050)
Deferred tax [1ahilitieS .......ccovveerieiseecee s ( 102190 ( 4327) ( 8.049) 0 ( 22595 ( 47977 ( 70573)
Trade and other Payables ..........cccviiiiiiree e ( 46.782) ( 18209 ( 14.509) ( 159) ( 79.659) 143 ( 79.516)
Net identifiable assets and [i@bilitieS ........cocvevveeeieiiicscee e 287.773 16.033 21.402 901 326.109 97.522 423.631
EimMSKiP @COUITEH .....eeieiieeiiee st 287.773 10.421 21.402 235 319.831 319.831
GOOAWIll 0N CQUISITION ...t e 47.381 20.319 16.048 270 84.018 84.018
403.849

Consideration paid, satisfied by Cash ..o 420.923 30.000 37.450 496 488.869
Consideration paid, directly attributable COSES .........covveirrirreceee 11.752 740 0 9 12.501
Total cONSIAEration PAI .......cccvueerieirieirieer e e 432.675 30.740 37.450 505 501.370
Cash BCQUITED ......ocveeiecieeeteee ettt sttt et s be e s e sreneas ( 3325 ( 1.440) 0 ( 167) ( 4932
NEL CASN OUIFIOW ...t 429.350 29.300 37.450 338 496.438

Consolidated Interim Financial Statements of
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Notes, contd.:

8. Property, aircrafts, vessels and equipment

During the three months ended 31 January 2007 the Group acquired assets with a cost of EUR 96.654 thousand,
including assets acquired through business combinations (see note 7) of EUR 549 thousand.

In November 2006 one vessel was delivered out of five vessels that the Group hasin building.

9. Interest-bearing borrowings

The following loans and borrowings (non-current and current) were issued and repaid during the three months ended 31

January 2007:
Interest rate Face Carrying Y ear of

Currency nominal value amount Maturity
Balance at 1 November 2006 .........c..ccce...... 641.557
New issues
Convertible NOtES ......c.covrerererereeeeeceee e CAD 15% 67.582 65.492 2010
Bank 10an ........oooeeeeeeeeeeeee e CAD Libor +1,75% 262.512 257.220 2009
Bank 10an ........ooeeeeeeeeeeeeee e usb 7% 49.932 51.213 2022
Other non-current bank loans ..........c...c...... 9.276 9.341
Loan acquired (SEeNOte 7) .cevvveeeevrereeereeene EUR 72.050 72.050
Repayments
Bank 10aNS ........cciicccceer s ( 146.343)
Balance at 31 January 2007 ........ccccceeerueneneee 950.530

The Holder of the convertible loan has the unilateral right to demand that debt according to the loan can be converted to
common shares of the Company at the price ISK 40 per share.
10. Share-based payments

On March 6, 2007 the Group established a share option programme that entitles key management personnel to purchase
shares in the Company. In accordance with this programme options are exercisable at the market price of the shares at
the date of the grant.

The grantees can only exercise their rights at the vesting dates which are January 15, 2008, January 15, 2009 and
January 15, 2010.

11. Quarterly Statements

The Company's operations are specified as follows according to quarters:

Q1 Q2 Q3 Q4 Q1

2006 2006 2006 2006 2007

Operating reVeNUE ........cc.ccoeevveeeeereeerenieeens 203.949 172.950 180.829 282.603 399.323
Operating EXPeNSe ............vveeevereeeerereenneenns ( 195418) ( 179.832) ( 180.021) ( 294.540) ( 388.487)
Operating profit (10SS) ....ccoceeevrerrnerrrreene 8531 ( 6.882) 808 ( 11.937) 10.836
Financial income and expenses...........c......... ( 3.213) ( 38.122) ( 9.707) ( 1518) ( 17.704)
Pre-tax profit (10SS) .....ccccoeereeenereireneneene 5318 (  45.004) ( 8.899) ( 13.455) ( 6.868)
INCOME AX ..o ( 2.016) 6.899 1.486 824 1.247
Result from continuing operations ............ 3.302 ( 38.106) ( 7.413) ( 12.631) ( 5.621)
Discontinued operations ............ccoceeeereeuenene ( 11639 ( 12.973) 9.645 133.932 0
Net (loss) profit for the period ................... ( 8.337) ( 51.078) 2232 121.301 ( 5.621)
EBITDA ..o 23.155 8.614 14.566 5.561 32.289
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