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A Short Pictorial History of
Hf. Exmskipatélag Islands

i

1914

Founded in 1914, as a part of Iceland’s struggle for independence, Hf. Eimskipafélag Islands was the first Icelandic shipping company.
The original founders numbered over 14,000, which was more than 15% of Iceland’s population at the time.

1914

Share certificates in Hf. Eimskipafélag Islands were drawn
by Stefan Eiriksson. Sveinn Bjornsson, first Chairman of the
company and later the first President of Iceland, owned the

certificate pictured here.

1917

Lagarfoss made its first call into Reykjavik on 19 May. Since

its establishment, Hf. Eimskipafélag Islands has maintained

a policy of naming its ships after waterfalls. Gullfoss was the
first in 1915, and the latest was Storfoss in 2006.

1915

Hf. Eimskipafélag Islands started scheduled sailings in 1915,
and the steamer Gullfoss made its first stop in Reykjavik on
16 April. A large crowd gathered at Steinbryggjan port to wel-
come the vessel. Eimskip has from the outset been Iceland’s
largest transportation company.

1950

A new passenger vessel was taken into operation, the second
with the name Gullfoss. Passengers enjoyed sunbathing on
the liner’s 1st Class upper deck. The ship could accommo-

date 210 passengers: 104 in 1st Class, 52 in 2nd Class and 44

in 3rd Class.

1956

HF. Eimskipafélag Islands opens one of two large warehouses
in the operational area between Sigtin and Borgartin in
Reykjavik.

1957

In the early 1940s, Hf. Eimskipafélag Islands opened a travel
agency in London in partnership with an Icelandic airline
and an Icelandic travel agent. The office moved to Piccadilly
in 1957.

1968

Faxaskali, Austurho6fnin in Reykjavik was Iceland’s largest
warehouse. It opened for operation in December.

1973

The passenger vessel Gullfoss was sold overseas, but a year
later seven new freighters came into service for Hf. Eim-
skipafélag Islands. This expansion of the cargo fleet was the
largest ever for an Icelandic shipping company.

1989

The dock at Sundahofn was extended by 175 m to accom-
modate Braarfoss and Laxfoss. Sundahofn is the sixth
largest Nordic port, with an annual container throughput of
160,000 TEUs

1972

Construction of Hf. Eimskipafélag Islands’ new operations
area began at Sundaho6fn, Reykjavik. The company’s head-
quarters and port are based there today.

gl

1986

Hf. Eimskipafélag Islands invested in a large number of
containers, including 650 reefer containers. One of the
company’s current aims is to become a key global player in
temperature controlled cargo shipments.

2002

In 2002, work began on Eimskip’s new warehouse,
Voéruhételid opened in March 2003. The Véruhotelid
revolutionised warehousing, logistics and distribution

services in Iceland.
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Key Figures

Ratios
EQUILY TAHO ..o
CUTTEIE TATIO 1veeuvveeirierieeiieeteeeteesteeeteeeteeesaeeseesseessaeeseeesaeesseeaseesssessseessesssessseeseens

Return on equity

Working capital provided by operating activities .............cccocovvviiricinnnnnns

EBITDA ..ottt ettt a ettt s st eae s et s enseneane
EBIT / TEVEIIUE .....oouviiieeeeeeeeeeeeeteeeeteete ettt eas e eveeas e eaeenie
EBITIDA / TEVEIIUE ...evvieeiieiieeeeeeeeeeeee ettt ettt sseseaas s esnsseneeenneanneas

YTD
Quarterly statements 2006
OPerating TeVENUE .........cceviviuiuiiriiiireceiiss s 1.040.036
Operating €XpPEenSES.........ceuiuiureeriiiinineeriiiiisesessssssessssssenes (1.051.770)
Operating profit (I0SS) ..o (11.734)
Financial income (eXpenses) ..........ccccccoeeernriiniiiiniiininininnnns (65.050)
Profit (10ss) DEfOre taXes ........ccoeviieierervseererererereresesesesesesenns (76.784)
Income tax 8.903
(Loss) earnings from continuing operations ...............c.c....... (67.881)
Effect from discontinued operations (net of income tax)..... 147.237
Profit for the period ... 79.356

B Eimskip 79%

Air Atlanta Icelandic 21%

TURNOVER BY DIVISION - FORECAST FOR 2007

B Eimskip 85%
Air Atlanta Icelandic 15%

EBITDA BY DIVISION FORECAST FOR 2007

2006  10m 2005 2004 2003
37,0% 99.9% 12,1% 19,5%
1,39 0,71 0,65 0,71
14,2% 13,7% 44,4% 49,3%
20.303 71.535 18.852 (544)
(11.734) 46.682 881 (13.031)
135.000 100.524 94.368 9.894
1,1% 3,3% 0,2% 5,7%
6,2% 7.2% 4,9% 1,3%
Q4 Q3 Q2 Ql
2006 2006 2006 2005/6
358.022 999.602 209.112 243.210
(372.634) (228.666) (217.433) (233.037)
(14.612) 1.026 (8.321) 10.173
(2.796) (12.330) (46.093) (3.831)
(17.408) (11.304) (54.414) 6.342
1.078 1.888 8.341 (2.404)
(16.330) (9.416) (46.073) 3.938
164.551 12.251 (15.685) (13.880)
148.221 2.835 (61.758) (9.942)

M Shipping & Logistics 41%
Charter & Leisure 14%
B Aviation Services 456%

EBITDA BY DIVISION IN 2005 - PRO FORMA

B Shipping & Logistics 44%
Charter & Leisure 18%
B Aviation Services 38%

EBITDA BY DIVISION IN 2006 - PRO FORMA
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Financial Overview of 2006

Operating revenues of USD 1,040 million

1 EBITDA USD 64 million - EBIT USD -12 million
i EBITDA inclusive of discontinued operations and profit from disposal of AAT

USD 135 million

Pre-tax loss USD 77 million
Net income USD 79 million
Total assets USD 1,842 million

Total equity at October 31 USD 682 million - equity ratio 37%

Current ratio 1.39

1 Working capital from operating activities USD 20 million

Eimskip’s financial statements to be published in euros as of November 1 2006

Operating revenue amounted to USD 1,040
million and increased by 80% compared to
2005. Operating expenses were USD 1,052
million and increased by 89% compared to
last year.

The Group’s pre-tax loss was USD 77 mil-
lion for the year compared to profit of USD
8 million in 2005. Net profit for the period
amounted to USD 79 million for the Group
compared to USD 24 million in 2005.

Financial expenses amounted to USD 82
million thereof, approximately USD 29 mil-
lion is unrealised loss from Eimskip’s opera-
tion in 2006.

Eimskip’s Board of Directors has decided
that as of November 1 2006 Eimskip’s finan-
cial statements will be published in EUR.

Balance sheet

During the year, Hf. Eimskipafélag Islands’
balance sheet changed considerably, mostly
because of significant acqusitions and dis-
posal of assets at the end of the year.

Total assets amounted to USD 1,842 million
at October 31. Equity increased from USD
461 million to USD 682 million during the
year. The equity ratio was 37% at the end
of the period compared to 30% at the be-
ginning of the period. Return on equity was
14%. Earnings per share were USD 0.045
during the year. Current ratio is 1.39 but was
0.71 at year end 2005.

At year end the Group held cash available
amounting to USD 228 million.

Cash flow, main figures

The Group’s working capital from opera-
tions was USD 20 milllion for the period.
Cash flow to operating activities was USD
59 million. Capital expenditure amounted
to USD 73 million compared with USD 205
million last year.

Listing and Shareholders i
Trading in shares of Hf. Eimskipafélag Is-
lands commenced on ICEX 20 January
2006. The listing of the company was the
largest new equity listing ever on ICEX, as
the company’s market cap on listing was ISK
69 billion. The total number of shares in Hf.
Eimskipafélag Islands is 1,793,599,135.

Shareholders in Hf. Eimskipafélag Islands
were approximately 24,000 at October 31
2006, compared to 20 at the beginning of
the year. Two shareholders owned more
than 10% of total shares in the company at
the end of the period. Frontline Holding
S.A, which is owned by Magnus Thorsteins-
son, with 37.55% ownership and Fjarfestin-
garfélagid Grettir with 34.37% share.

Future prospects
Hf. Eimskipafélag Islands’ budget forecasts

an improvement in the profitability in the
operations of both Air Atlanta Icelandic and
Eimskip in the year 2007 compared to the
year 2006. Projected turnover for Eimskip
in the year 2007 is USD 1,450 million and
projected EBITDA is USD 145 million for
the year 2007. Projected turnover for Air
Atlanta Icelandic is USD 388 million and
projected EBITDA is USD 25 million.

Eimskip’s operations are subject to consid-
erable seasonal fluctuation. As a rule the
first quarter is generally the worst perform-
ing quarter and the fourth quarter is gener-
ally the best performing quarter.

Air Atlanta Icelandic’s operations is subject
to considerable seasonal flutation but with
increased emphasis on cargo aircraft these
fluctations will decrease but third and fourth
quarters are the best performing quarters.

Results approved

The Board of Directors approved the results
of the Group for the fiscal year 2006 at a
Board Meeting on January 18 2007. The An-
nual Statements have been audited by the
Group’s accountants and signed without
comment. The same accounting principles
have been applied this year as last year.

Announcement of financial results of 2007
The 2007 quarterly results will be published on:

Quarter Period Published on ICEX
.......... o 1.Nov-31 Jan week 12 19-23 March
.......... 50 | Feb30 Apr. week 25 18-22 June
.......... 30 1.May-31 July week 38 17-21 Sept
BT R —
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Statement from the
Executive Chairman

I 'am pleased to report on the Group’s first year as a listed company on the Main List of the Icelandic Stock Ex-
change (ICEX). Following the successful listing in January 2006, significant milestones have been achieved for the
financial year ended 31 October 2006, including a number of important acquisitions and disposals. At the end
of the financial year, the Group successfully realised its investment in XL Leisure Group and its 51% holding in

Avion Aircraft Trading.

Hf. Eimskipafelag Islands (formerly Avion
Group) is an investment vehicle focussed
on providing leading air, land and sea trans-
portation services in its chosen markets,
building profitable growth from established
companies. At present, the Group’s main in-
vestments are related to the current opera-
tions of Eimskip and Air Atlanta Icelandic.

The Group now employs approximately
9,500 people at 183 operational bases world-
wide, through its two business divisions: Avi-
ation Services (represented by Air Atlanta
Icelandic) and Transportation & Logistics
(represented by Eimskip). Of particular
note for 2006 is Eimskip’s growth, which has
established a leading position in its main
markets and represents approximately 80
per cent of Group sales. The recent acquisi-
tion of Canadian company, Atlas Cold Stor-
age Income Trust, completed in November
2006, is enabling Eimskip to build further
significant scale. With Eimskip’s well estab-
lished brand in Iceland, it is entirely appro-
priate to emphasise the Group’s origins as
well as its current business activities with the
recent name change to Hf. Eimskipafelag
Islands.

Financial Results

The Group’s performance was acceptable
during the Financial Year 2006 and was
characterised by rapid growth by acquisition
as well as the successful disposal of XL Lei-
sure Group and partial disposal of Avion Air-
craft Trading. Earnings before interest, tax,
depreciation and amortisation (EBITDA)
from continuing operations was USD64 mil-
lion. EBITDA, inclusive of profits from the
disposal of discontinued operations, was
USD135 million.

Total operating revenue for the Financial
Year 2006, excluding discontinued op-
erations, was USD1.04 billion compared to
USD573 million in the prior ten month pe-
riod ended 31 October 2005. Profit for the
Financial Year 2006 was USD79 million after
realising a profit from the realisation of in-
vestments of USD 147 million.

Earnings per share were USD 0.045. No divi-
dend is payable in respect of the Financial
Year 2006 with profits for the year being
reinvested for further development of the
Group.

Operational Developments

The Group’s strategy is to invest in and build
profitable transportation companies aiming
for international leadership within the mar-
ketplace. The strategy is driven by strong
organic growth and complementary acquisi-
tions. The Group’s development milestones
are highlighted below:

® The acquisition in May, of a majority stake
in Innovate Holdings, which specialises in
storage and distribution of temperature
controlled cargo. With the purchase in 2005
of a 40 per cent share in the Dutch cold stor-
age company Daalimpex in the Netherlands
followed by a majority stake in Innovate, Fi-
mskip has become a leading European cold
storage company.

® The acquisition in May of a 50% interest
in Kursiu Linija, the only Lithuanian short
sea container shipping line providing ‘door
to door’ freight delivery services in the Bal-
tic States, Poland, Russia, UK and Northern
Europe. A further 20 per cent was acquired

in July and additional 30% share in Septem-
ber.

¢ A takeover bid in August of all the outstand-
ing trust units of Atlas Cold Storage Income
Trust (‘Atlas Cold Storage’) for CND$574
million in cash, equivalent to CDN$7 per
unit. The acquisition was completed in No-
vember with an aggregate acquisition cost,
including assumed debt, of CND $630 mil-
lion. The combined operations of Eimskip
and Atlas Cold Storage will create a network
of more than 100 temperature controlled
facilities around the world. With Eimskip’s
integration experience, both companies are
integrating wTell with a broader customer
reach and greater diversification of product
offering.

e The acquisition in September of 65%
interest in Containerships. Together with
Kursiu Linija, Containerships form one of
Europe’s largest door-to-door logistics ser-
vice providers. Containerships Group has
developed good market coverage and has a
solid reputation for its knowledge and supe-
rior customer service. Containerships and
Kursiu Linija have now merged under the
name Containerships.

® The acquisition in October of Corby
Chilled Distribution, one of the leading UK
players in the temperature-controlled pri-
mary food distribution market. This acqui-
sition has improved Eimskip’s ability to be
a leading logistics provider internationally,
adding to its existing UK cold-storage infra-
structure with a strong and comprehensive
transportation network in the UK including
a dock-hub network, and providing substan-
tial capacity for growth. The good strategic
fit of both companies has enabled signifi-
cant operational synergies to be gained.

¢ The acquisition in October of Pacific
Tramper Services, Inc (PTI), a leader in
frozen fish reefer tramping services across
remote Alaskan fisheries for over 20 years.
Headquartered in Seattle, the company runs
significant port logistics operations in Dutch

Harbor, Alaska, including fishing vessel ser-
vices, stevedoring and cold storage. The ac-
quisition has strengthened the Group’s po-
sition in Alaska with plans to connect Alaska
and Northwest USA to Eimskip’s worldwide
network.

Since the end of the financial year, Eim-
skip has announced the acquisition of an
additional 60 per cent equity stake to its 40
per cent holding in the Dutch cold store
company Daalimpex in the Netherlands.
Daalimpex is one of the largest cold store
companies in Europe and operates six cold
stores in the Netherlands.

Following the European acquisitions of In-
novate, Corby and Daalimpex, together
with Atlas Cold Storage in Canada, Eimskip
has become a leading international opera-
tor in freight forwarding, cold storage and
logistics networks.

In October 2006, the Group also made two
significant disposals:
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* The entire issued share capital of XL Lei-
sure Group for USD450 million. XL Lei-
sure Group was formed from the Charter
& Leisure division within the Group and
consisted of Excel Airways Group in the UK,
Star Airlines in France and Star Europe in
Germany.

® 51 per cent holding in Avion Aircraft
Trading for USD51 million. The book value
of the 49 per cent retained interest is USD3
million.

The profit on disposal of both investments
before tax was USD147 million realising an
excellent return for shareholders.

Appointments

Two appointments were made to the Board
of Directors at a shareholders meeting in
November to replace Arngrimur Johannes-
son and Eamonn Mullaney, who sold their
share in connection with the disposal of XL
Leisure Group and Avion Aircraft Trading. I
am pleased that Sindri Sindrason and Thor
Kristjansson have joined the Board as their

experience will be invaluable at this stage of
the Group’s development.

Institutional Offering & Listing
Trading in the Company’s shares com-
menced on ICEX on 20 January 2006. The
listing was the largest new equity listing ever
on ICEX, with the offering to investors be-
ing heavily over-subscribed. As a result, the
shares offered for sale was increased by
USD64 million to USD160 million.

Future prospects

Hf Eimskipafelag Islands is forecasting an
improvement in profitability in Air Atlanta
Icelandic and Eimskip. As reported in the
financial results announcement on 19 Janu-
ary 2007, Group revenue is forecast to in-
crease from USD1.04 billion to USD1.84 bil-
lion and earnings before interest and tax is
forecast to increase to USD170 million.

Magniis Thorsteinsson
Chairman .
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Corporate Governance

Hf. Eimskipafélag Islands in its efforts to strive for the highest standards of corporate governance has adopted the
following corporate governance guidelines. When making the guidelines the Company has considered specially
the corporate governance guidelines introduced by The Chamber of Commerce, the Confederation of Icelandic
Employers and the Iceland Stock Exchange.

The Board of Directors

of the Company

The Annual General Meeting of the share-
holders elects the members of the Board of
Directors of the Company in accordance
with our Articles of Association and the
Company Act no. 2/1995. The Board mem-
bers shall be maximum 5 and minimum 3.
When a new Board is elected, it determines
whether an elected Director is “indepen-
dent” as that term is defined in the Guide-
lines. If a majority of the elected Directors
are not independent, the finding will be
stated in the annual report, together with
an explanation.

The Board is responsible for protecting the
interests of all shareholders, with due con-
sideration for all other stakeholders, and
it performs a supervisory role. The Board
undertake the Company’s affairs and shall
see to it that the Company’s organization
and activities be at all times in correct and
proper order. The Board, together with the
Managers handles the management of the
Company’s business.

The current Board of Directors
consists of five people:

Executive Chairman
Mr. Magnus Thorsteinsson
Executive Chairman (aged
45). Magnus is an entrepre-
neur and investor with signifi-
cant interests in aviation and

. financial services. He began
‘ . his investment activities in

Russia, where he was the co-
founder of the Bravo brewery in St Petersburg.
After nearly ten years of expansion, Bravo was
sold to Heineken NV. whereby Magnus acquired
51% stake in Air Atlanta in 2002. Magnus is a cur-
rent Board member of Actavis and Chairman of
Eimskip.

Magnus Thorsteinsson and parties financially
connected to him own 673,514,046 shares in Hf.
Eimskipafélag Islands.

Directors
Mr. Gunnar M Bjorg
Born in Iceland (aged 66).
Gunnar is an investor with
significant interests in avia-
tion and the financial services.
He trained as an aircraft me-
h_ chanic and early on in his ca-
reer, he worked for Loftleidir
Icelandic Airlines and Cargolux until he started
his own, successful business in the 1980s. Gunnar
has been involved in aviation since 1955 and ac-
tive in aircraft trading and leasing for 25 years. He
is highly respected as one of the senior and most
important players in the aviation world following
his long and successful career in this field.

Gunnar M Bjorg and parties financially connect-
ed to him own 73,014,000 shares in Hf. Eimskipa-
félag Islands.

Mr. Eggert Magnusson
Icelandic national (aged 59)
- Eggert has been involved in
business all of his professional
life having been the former
owner and CEO of import and
export food manufacturing
companies, Frén and Esja. Egg-
ert has been a prominent member of internation-
al football for some years and is currently serving
on the Executive Committe of UEFA (European
Football Association) and has been a member of
various committees within both UEFA as well as
FIFA (The International Federation of Football
Associations) for the last 15 years. He has been
the President of The Football Association of Ice-
land for the last 17 years. He also serves as a Board
member of Straumur - Burdaras.

Eggert Magnusson and parties financially con-
nected to him own 157,660 shares in Hf. Eim-
skipafélag Islands.

Sindri Sindrason
4 Sindri Sindrason (aged 54)
_.Jf was previously the Chief Ex-
& ecutive Officer of Pharmaco
—— (now the Actavis Group). Mr
Sindrason is a private investor
and has been a member of the
Board since November 2006.
Sindri is also a member of the Board of Actavis

Group.

Sindri Sindrason and parties financially connect-
ed to him own 11,692,549 shares in Hf. Eimskipa-
félag Islands.

Por Kristjansson

Por Kristjansson (aged 42),

Senior advisor to  Samson
- Holding. A business adminis-
tration graduate from Univer-
sity of Iceland in 1989. He has
worked in various managerial
positions, including financial
restructuring projects, both in Iceland and abroad
from 1989 until 2001 when he joined Actavis as
consultant to the Board of Directors in 2001 and
later served as the company’s Deputy CEO until
late 2004. He serves currently as a Director of
Landsbanki slands hf, Samson Properties ehf.,
Hf. Eimskipafélag Islands, West Ham United Plc
and Edda utgafa ehf. Among previous director-
ships is Straumur Burdaras Investment Bank hf
and Icelandic Group hf.

08

Por Kristjansson is financially related to the
beneficial shareholders of Hansa ehf and Op-
era Fjarfestingar ehf who are large shareholders
in Fjarfestingarfélagid Grettir hf. which owns
616,456,837 shares in Hf. Eimskipafélag Islands.

Por Kristjansson and parties financially connect-
ed to him don’t own shares in Hf. Eimskipafélag
Islands.

-~

Responsibilities

of the Board of Directors

The Board is responsible for the business
affairs of the Company in accordance with
Icelandic law and the Articles of Association
by performing i.e. the following tasks:

® The Board represents the company exter-
nally, for instance in courts of law and vis-a-
vis government authorities

® The Board hires the CEO’s of the Com-
pany and decides his/her’s salaries and
benefits.

¢ The Board monitors the work of the Man-
agement and has the power to resign Man-
agers.

¢ The Board monitors the operations of the
Company and shall acquire such informa-
tion it deems necessary to perform its tasks.
¢ The Board monitors that the operational
and financial plans are followed and makes
decisions regarding reports on the Compa-
ny’s credit, major undertakings, important
guarantees, finance, cash flow and special
risk factors and other matters that are not
a part of the day-to-day management of the
Company.

¢ The Board determines how often the
Management submits interim accounts.

® The Board is responsible for compliance
with provisions of law and regulations in re-
spect of annual accounts and book-keeping.
It ensures that the necessary basis for audit
exists and is responsible for the annual ac-
counts, signed by Board members and the
auditor, being completed no later than one
week before the Company’s Annual Gen-
eral Meeting of the shareholders.

® The annual accounts for each year shall
include a report from the Board, contain-
ing information on important factors which
do not appear in the balance sheet or profit
and loss account or the notes but that are
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nonetheless material in assessing the Com-
pany’s financial status and performance dur-
ing the financial year, The report contains
the Board’s proposals for the distribution
of dividends if any or the adjustment to the
equity position in case of loss as a result of
the operation during the previous financial
year. It reports the number of shareholders
at the beginning and end of the financial
year, including the percentage holdings of
those shareholders who own at least 10% or
more of the shares of the Company.

® The Board’s report also discusses impor-
tant events which have taken place after the
end of the financial year, the Company’s
future prospects, and research and develop-
ment work.

¢ The Board shall have access to all of the
Company’s books and documents.

¢ The Chairman of the Board ensures that
an annual evaluation of the Board’s perfor-
mance and work is performed. The Chair-
man may engage an outside party to carry
out the performance evaluation.

Tasks of the CEO’S

The Board defines the tasks of the CEO in
both of its two main business divisions; Avia-
tion Services, and Shipping & Logistic. This
should include at least the items stated be-
low:

¢ The CEO shall deal with the day-to-day op-
eration of the company, and shall in these
matters follow the Board’s policy and in-
structions.

¢ The CEO cannot make decisions on ex-
traordinary or major matters without the ap-
proval of the Board of Directors, unless this
it is necessary to avoid losses for the Compa-
ny and a meeting of the Board of Directors
cannot be called to make the decision. All

such decisions made by the CEO must be
reported to the Board of Directors.

¢ The CEO shall ensure that the Company’s
accounts are kept in accord with law and
customary practice, and that the Company’s
assets are handled in a secure manner.

® The CEO shall ensure that the Company’s
interests are suitably insured.

¢ The CEO shall submit to the auditor the
information and documents which are sig-
nificant to the audit, and shall provide the
auditor with such information, documents,
facilities and assistance as the auditor deems
necessary for his/her work.

¢ The CEO shall sign the annual accounts,
together with the Board.

Annual general meeting of the
shareholders

The Annual General Meeting of the share-
holders of the Company is held once a year
before end of May each year. All sharehold-
ers are invited to attend. The meeting shall
be called upon in accordance with our Ar-
ticles of Association.

The management structure of the Company
is the Board of Directors and the CEOs.

Remuneration of board and management
The remuneration of the Board of Direc-
tors is decided by the Annual General Meet-
ing of the shareholders. The remuneration
of the CEO’s is decided by the Board of Di-
rectors.

Auditing and compliance

Audit

An independent auditor is appointed annu-
ally by the Annual General Meeting.
Further information on Hf. Eimskipafélag
Islands’ corporate governance can be found
at the company’s website: www.ei.is.
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SHAREHOLDER
INFORMATION

Hf. Eimskipafélag Islands is listed on the Icelandic Stock Exchange and has the stock symbol HFEIM. Hf. Eim-
skipafélag Islands is included in the ICEX-15 index, which consists of the 15 largest and most traded companies
listed on the Icelandic Stock Exchange.

Hf. Eimskipafelag Islands Investor Relations
services the financial markets with reliable
and correct information about Hf. Eim-
skipafelag Islands activities and financial de-

Hf. Eimskipafélag Islands — 20 largest shareholders, 31 October 2006

Shareholder Number of shares Ownership velopments. Investor Relations is the main
Frontline Holding S.A. 653.225.097,00 36,42 contact for shareholders, institutional inves-
Fjarfestingarfélagid Grettir hf 596.456.837,00 33,95  tors analysts and others interested in the
company’s shares.
Landsbanki Luxembourg S.A. 84.119.006,00 4,69
At the end of the year. Hf. Eimskipafélag
GLB Hedge 52.616.622,00 2,93 Islands had 24,599 shareholders, but at the
Straumur - Burdaras Fjarfesting 45.709.228,00 2,55 beginning of the period, the company only
Hlutafélagid Eimskipafélag fsl 39.464.312,00 9,9  had20shareholders.
Arion safnreikningur 22.392.264,00 1,25 Largest Shareholders
Craqueville 99.915.572,00 1,24 Frontline Holding S.A., which COl’ltrQlS
e . a 37.55% share in Hf. Eimskipafélag Is-
Lifeyrissjodur verslunarmanna 21.480.916,00 1,2 lands, is fully owned by the company’s Ex-
Sameinadi lifeyrissjodurinn 12.452.758,00 0,69  ecutive Chairman, Magnus Porsteinsson.
All of Magnus’ shares in the company are
Lerkur Sp/ f’ 11.400.000,00 0,64 in Frontline Holding S.A. On 31 October
Landsbanki Islands hf,adalstodv 10.272.087,00 0,57 2006 Magnus controlled 91.3% of Frontline
Holding S.A. and 8.7% was controlled by
Bank of Cyprus 9.924.158,00 055 Fjarfestingarfélagio Sjofn which is owned
Fidece Trust Company Limited 9.831.927,00 0,55 by Baldur Gudnason, CEO of Eimskip, and
s Steingrimur Pétursson, a member of the
LiHedge 8.609.693,00 048 Board of Eimskip. At the end of December,
MK-44 ehf 8.453.583,00 0,47 Magnus controlled a 100% share in Front-
Lifeyrissjédur Austurlands 7.385.921,00 0,41  line Holding.
Landsbankinn eignarhaldsfél ehf 6.993.599,00 0,39 Fjarfestingarfélagid Grettir controls 34.37%
Den Danske Bank A/S 6.989.381,00 0,39  share in Hf Eimskipafélag Islands. Fjar-
S . festingarfélagid Grettir is owned by Sund
Lifeyrissjodurinn Lifion 6.193.995,00 0,35 49,05%, Hansa ehf. 28,51% and Opera fjar-
Twenty largest shareholders 1.636.186.956,00 91,22  festingar ehf. 20,60%. Other shareholders,
1,84%. Sund ehf. i d by G 6
Total Shares 1.793.599.155,00 :84%. Sund ehf. is owned by Gunnpérunn

Jonsdottir 33%, Gabriela Kristjansdottir
33% and Jon Kristjansson 33%. Hansa ehf.
is owned by Bjérgolfur Gudmundsson. Op-
era fjarfestingar ehf. is owned by Bjorgolfur
Gudmundsson 50% and Bjorgélfur Thor
Bjorgolfsson 50%.
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Hf. Eimskipafélag Islands

On 1 January 2005, Hf. Eimskipafelag Islands (Avion Group) was formed as an investment company to invest in
the transportation industry. Since the formation of the Group has seen rapid expansion through a selective policy
of acquistions as well as internal growth, Avion changed its name to Hf. Eimskipafélag Islands in November 2006.
The Group’s vision has been to be a leading investment company focusing on air, land and sea transportation
solutions worldwide. Since formation, the Group has been involved in an almost continuous process of acquiring
businesses where management have identified opportunties to apply their own entrepreneurial ethos, using their
broad and deep expertise to strip out unnecessary cost and achieve synergies with existing operations, in each
case seeking to build a business which has a defendable long-term position or for which there is an identifiable
future demand.

Hf. Eimskipafélag Islands has combined its
expertise in trading (businesses and assets),
with strong operational skills and building
on an existing platform. All of its acquisi-
tions are linked to its existing activities in
its portfolio. This has allowed the company
to identify and create additional pockets of
value, in contrast to a typical private equity
player.

Given the refocusing of the Group, these
skills and principles will be applied to the
Eimskip business. The Atlas Coldstore ac-
quisition is a clear example of the type of
opportunity that management seeks. The
acquisition was made for CAD 630 million.
Management believes that the ownership
of the operations fit well within the Eim-
skip business, offering scope for significant
reductions in costs. Further, management
had identified that the property assets were
recorded well below market value. Now that
the acquisition is complete, the intention is
to split the property assets out of the Atlas
business and finance them on a stand-alone
basis with a retained 49 percent ownership
in the property vehicle. It is estimated that
the market value of the properties is be-
tween CAD 500 to 600 million.

Avion Group becomes

Hf. Eimskipfélag Islands

Hf. Eimskipafélag Islands was founded on 1
January 2005 as Avion Group. The Compa-
ny has been focused on investments in the
transportation industry and was formed of
three business divisions: Aviation Services,
Charter & Leisure and Transportation &
Logistics.

With the recent disposal of the Charter
& Leisure division as well as 51% share in
Avion Aircraft Trading, the new Group will
comprise two divisions, Eimskip and Air At-
lanta Icelandic.

Through a selective policy of acquistions as
well as internal growth, Eimskipafelagid’s
vision has been to be a leading investment
company focusing on air, land and sea
transportation solutions worldwide.

Eimskipafelagid owns a 49% share in Avion
Aircraft Trading, which was established to
handle the group’s aircraft dealing. In the
last 16 months, it has been very active, and
in that time, Avion Aircraft Trading has pur-
chased 24 Boeing and Airbus aircraft and
resold some of them. Among its activty in
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the last 16 months was the purchase of eight
Boeing 777-200 cargo aircraft which will be
delivered in 2009 through 2011. The book
value of the 49% retained by Eimskipa-
felagid is USD 3 million.

After the end of the financial year, a share-
holders meeting approved the proposal to
change the name of Avion Group to Hf.
Eimskipafélag Islands. Two new members
joined the Board of Directors; Sindri Sin-
drason and Thor Kristjansson replaced
Arngrimur Jéhannesson and Eamonn Mul-
laney.

History )

Although Hf. Eimskipafélag Islands was
founded on 1 January 2005, the Group
consists of various long standing and inde-
pendent companies in the transportation
industry, each having a different history and
culture.

Hf. Eimskipafélag Islands commenced busi-
ness on 1 January 2005. At that time, Eim-
skipafelagid had already acquired a 100%
share in Air Atlanta, 71.4% share in Excel
Airways Group, all shares in Islandsflug,
all shares in Avia Technical Services and a

Charter & Leisure [l Aviation Services

90.1% share in Sudurflug. In 2005, Air At
lanta and Islandsflug merged and the name
was changed to Air Atlanta Icelandic.

Hf. Eimskipafélag Islands acquired Eimskip
in June 2005, and following that, the Com-
pany was reorganised into three divisions:
Aviation Services, Charter and Leisure and
Shipping and Logistics.

In January 2006, Eimskipafelagid was listed
on the Icelandic Stock Exchange.

Following its listing, Hf. Eimskipafélag Is-
lands has continued its investment policy
and acquired companies related to both
the Charter and Leisure division and to the
Shipping and Logistics division through Ei-
mskip, which has also continuted to grow
organically.

On 30 October 2006, Hf. Eimskipafélag
Islands disposed of the Charter and Lei-
sure division, which was represented by XL
Leisure Group, to the management team
of XL Leisure Group. Additionally, Hf. Fi-
mskipafélag Islands sold, 51% share in Hf.
Eimskipafélag Islands Aircraft Trading. To-
day, Hf. Eimskipafélag Islands consists of
the two subsidiaries Eimskip and Air Atlanta
Icelanic.

NET SALES AND OTHER INCOME IN 2006 - PRO FORMA FIGURES
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Eimskip

Eimskip specialises in shipping, logistics
and supply chain management, with a spe-
cial focus on temperature-controlled food
storage. Through its subsidiaries, Eimskip
currently operates between 40-50 vessels,
1,350 trucks and trailers and approximately
100 coldstores. Eimskip has an extensive of-
fice network, with a total of 157 operational
bases in 21 countries and employs approxi-
mately 8,500 people.

Air Atlanta Icelandic

Eimskipafelagid’s subsidiary Air Atlanta Ice-
landic, which was originally established in
1986, supplies aircraft on an ACMI (aircraft,
crew, maintenance and insurance) basis to
more than 140 passenger and cargo airlines
and tour operators worldwide. Air Atlanta
Icelandic currently operates a fleet of 25 air-
craft and is significantly refocusing on the
wide-body freight market, for which there is
significant capacity shortage over the next 5
years. The group is also engaged in the pro-
vision of maintenance and engineering ser-
vices to the airline industry, via Avia Tech-
nical Services; maintenance provider in the
UK and Southair, a specialist in ground han-
dling at Keflavik airport in Iceland.

M Shipping & Logistics 28%
Charter & Leisure 54%
B Aviation Services 18%

‘ USD 44%

GBP 20%
ISK 17%
EUR 11%
B Other 3%
B CHF3%
W JPY2%

INTEREST BEARING DEBT BY CURRENCY

‘ Revenue in USD 37%
Revenue in ISK 29%

‘ Bl Revenue in GBP 12%

Revenue in EUR 11%
Revenue by currencies:

Bl Other 7%
B Revenue in NOK 3%

Strategy )

Hf. Eimskipafélag Islands strategy is to in-
vest in and build up profitable companies
which complement Eimskip’s operational
strategy. This is driven by organic growth
and complementary acquisitions in pursuit
of its financial goals.

Eimskipafelagid uses its specialist skills to
manage divisions via:

Business Development
Eimskipafelagid uses its industry knowledge
to seek niche opportunities to identify and
acquire assets to improve future returns
through:

® Acquisition characteristics

¢ Quality management team

¢ Leading position in attractive growth
markets

¢ High barriers to entry

¢ Strong brands and excellent service
delivery

* Proven business model that complements
the value chain

M Shipping & Logistics 26%
Charter & Leisure 52%
B Aviation Services 22%

OPERATING EXPENSES BY DIVISION IN 2006
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Eimskip

Eimskip is an Icelandic transportation and logistics company, established in 1914. Eimskip has evolved from being
the first Icelandic shipping company to becoming a leading transportation company in the North-Atlantic, offer-
ing its customers complete transport solutions, and has proven itself as a serious contender in short-sea transporta-
tion in the Baltic region and global reefer logistics.

Eimskip is a unique company operating ac-
cording to three carefully defined market
strategies, with no direct competition from
one company in all areas.

The company has a strong market share in
the North-Atlantic transportation market
and aims to use that foundation to build fur-
ther growth and diversification into other
areas of transport services, mainly the global
temperature-controlled cargo market and
the short-sea market in the Baltic states and
Russia.

A strong emphasis is placed on building
long-term relationships with customers, and
Eimskip is committed to achieving this by of-
fering high-quality, value-added services tai-
lored to customers requirements. The staff
at Eimskip is trained and skilled in using the
freighting network, IT and other resources
to meet customer’s cargo needs.

Eimskip specialises in shipping, logistics and
supply chain management, with a special fo-
cus on temperature-controlled food storage.
Through its subsidiaries, Eimskip currently
operates between 40-50 vessels, 1,350 trucks
and trailers and more than 100 coldstores.
Eimskip has an extensive office network,
with a total of 163 operational bases in 21
countries and employs approximately 8,500
people.

Strategy

Eimskip’s strategy is to run a total transport
network as cost-effectively as possible. The
company aims to consolidate its position as
a transport market leader offering total ser-
vices, to be a leading short-sea supplier in
the Baltic States and Russia and to be a key
international player in temperature-con-
trolled cargo globally.

North-Atlantic specialist

Eimskip has been operating in the North-
Atlantic for over 90 years as a shipping com-
pany in the North Atlantic. It now has a net-
work covering routes to and from Iceland
to Europe and North America, specialised
reefer routes in the Nordic countries and
container line feeder services in Europe and
the fast-growing Baltic Sea.

Specialist supply chain logistics

Eimskip specialises in reefer logistics and
is building a network of facilities and capa-
bilities which links into its existing shipping
network. This will provide its customers with
a one-stop service, for example in trans-
portation by land, warehousing, container
shipping line services and the distribution
requirements at destinations. This network
links Western Europe/UK with North
America. It also has cold storage and logis-
tics capabilities into China, which serves a
particular niche in the processing of frozen
food products, particularly fish which is re-

exported to Western Europe.

There are a number of benefits to this strat-
egy that Eimskip believes will maximise its
margins. It is geographically focused and
has a strong position relative to competitors
in the North Atlantic. By having activities
at various stages of the supply chain, it is
able to have a deeper relationship with its
customers, and therefore be less exposed,
for example, to the container shipping line
cycle.

Eimskip’s competitive strengths are also
helped by it not being seen as a threat to the
larger shipping companies with which it has
a feeder relationship. For example, it has a
good relationship with AP Moller-Maersk,
the largest global container line, whose lin-
er services Eimskip feeds at the large North-
ern European ports such as Rotterdam and
Antwerp.

Eimskip is implementing an integrated sup-
ply chain geared towards a growing segment
of the consumer market in frozen foods,
pre-packaged meals, fish and fresh pro-
duce. The network is also capable of serving
broader based shipper requirements in its
chosen high-growth markets such as the Bal-
tic States. It has competitors who are more
fragmented in each individual component
of the distribution chain, for example in
moving containers by sea, or providing only
land-based logistics services. It has recogn-

ised the fragmented and under-developed
nature of the supply chain in certain parts of
Europe and is ahead of most of its competi-
tors in responding to this requirement.

Competitive Position

Eimskip is well positioned to exploit the
strong trade volumes in the North Atlantic.

Eimskip now transports via shipping close to
two and a half million tonnes worldwide, of
which a majority is within Europe. Eimskip
is also actively participating in the strong
trade between China, the Far East and Eu-
rope through its NVOCC (Non-Vessel Op-
erating Common Carrier) and forwarding
services.

The various value-added services provided
by Eimskip will help to enhance the revenue
generated from its freight services.

Eimskip has between 50 - 60% market share
in liner import/export to and from Iceland
and the Faroe Islands. This leading position
in the Faroe Islands market was achieved
through acquisitions of Faroe Ship, Heri
Thomsen and Farmaleidir. The exported
goods are mainly frozen, salted and fresh
fish along with aluminium. The imported
goods are basically everything else, from
cars and machinery to fruit and vegetables.
The main competitors in importing and
exporting to and from Iceland are Samskip
and Atlantsskip.
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Newfoundland, Canada, Greenland and
northern Norway are also a part of the
North Adantic market. While there are
many players competing for a market share
and the exact market size is unidentified, it
is clear that with over 90 years of experience,
its strong vertical integration and vessels
well suited to this market, together with the
capacity to expand with its customers into
other areas of transportation and logistics,
Eimskip can sustain a market leading posi-
tion in the North Atlantic market.

Eimskip offers in the UK a complete logis-
tics solution over the full temperature range
(ambient, confectionary, chilled and fro-
zen) and provides additional supply chain
and added value services through Innovate
Group. It is notoriously difficult to acquire
reliable data on pallet movements, but In-
novate’s management believes that the com-
bination of the Group’s significant activities
within both the chilled and frozen sectors
of the market result in it being the largest
temperature-controlled logistics business in
the UK, without having total dominance in
either of the sectors.

Eimskip’s major business focus is on the
temperature-controlled distribution of sea-
food, with significant growth in this indus-
try currently being generated by the estab-
lishment of sizeable processing facilities in
China and southeast Asia. New operating

bases will shortly be established in support
of this business.

Atlas Cold Storage, Eimskip America’s sub-
sidiary, is the largest public refrigerated
warehouse operator in Canada, controlling
around 28% of all available public refriger-
ated warehouse space and the second larg-
est in the U.S. behind Americold, with an
estimated share of 9%.

Service Network

Eimskip has grown considerably to become
an international transportation and logis-
tics company, offering total transportation
services in the North-Atlantic region, an ex-
tensive global reefer logistics service and a
thorough door-to-door service in the Baltic
states and Russia.

Eimskip offers total transportation and lo-
gistics services through its worldwide ship-
ping network. Its total transport solutions
include all cargo handling, administration
and information exchange regarding its
services.

There are scheduled weekly full container
load (FCL) and less-than-container load
(LCL) container services on two routes be-
tween Iceland and base ports in continental
Europe, UK and Scandinavia; a fortnightly
container service to North America and
bulk/container service every five weeks to



Americas 30%
Baltic 16%

Europe 9%

North Atlantic 26%
Asia 2%

UK 17%

Revenue by segment 2007

the Baltics. The European and North Amer-
ica services connect through a transship-
ment hub in Reykjavik, Iceland, and in that
way, Eimskip offers Trans-Atlantic services,
between Europe and North America east
coast. Eimskip subsidiaries, Eimskip CTG
in Norway and Faroe Ship in the Faroe Is-
lands, offer scheduled services between vari-
ous European ports, often connected to the
Eimskip services.

Bulk Transportation and Agency includes
the transport of timber, grain, salt, meal and
various raw materials and products for large-
scale industry. They provide expert advice
and sales services for customers who wish
to have their goods shipped as bulk cargo,
whether partly or entirely.

Eimskip offers general forwarding services
in most locations. This service is outside the
regular Eimskip transportation systems, us-
ing various partners and often a combina-
tion of different logistics services.

Global Reefer Logistics specialises in han-
dling any type of temperature-controlled
cargo, frozen or chilled. This service cov-
ers the whole logistics chain, including
discharge of fishing vessels, transportation,
warehousing and distribution, inventory
control and customs formalities.

Eimskip is not only an ocean shipping com-
pany. Their total transport services include
land transport, airfreight, warehousing,
freight forwarding and expert advice on
shipping and logistics. Land transport is
usually by truck, train or river barges. Eim-
skip advises customers on which mode of
transport is most cost effective in each case.

Coldstore Facilities

Eimskip offers a versatile storing service for
frozen and chilled commodities though its
comprehensive global coldstore network
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Americas 30%
Baltic 9%

Europe 6%

North Atlantic 43%
Asia 1%

UK 11%

EBITDA by segment 2007

where majority of the coldstores is located
in N-America and the UK. Eimskip oper-
ates more than 100 cold stores on a global
scale, with a total storage capacity of more
than one million tonns.

In the North-Atlantic region, Eimskip oper-
ates and has access to 13 coldstores in Ice-
land, the Faroe Islands, Norway and Mur-
mansk, Russia.

In Europe, Eimskip operates cold stores in
Spain, Germany, Belgium, the Netherlands
and the UK.

The UK region, however, is comprised of
Innovate’s cold store network, with 29 cold
stores at 17 sites and a total storage capacity
of 369,000 tonns.

Eimskip has an extensive cold store network
in North America, especially through its
new subsidiary Atlas Cold Storage, which
operates 53 cold stores in the US and Can-
ada. Eimskip also operates and has access
to additional cold stores in US and Canada
through its original office network before
Atlas Cold Storage was acquired, with main
cold stores located in Dutch Harbour in
Alaska, Seattle, Norfolk, Boston, St. Antho-
ny and Halifax.

Eimskip is currently expanding its cold store
network in the Asia region, where Eimskip
is engaged in a project where the largest
cold store in China is being built in Qing-
dao. The cold store will have a capacity of
50,000 tonnes, with a possible expansion
to up to 100,000 tonnes. This cold store is
located on the Qingdao harbour terminal
and is therefore the ideal coldstore option
in Qingdao. The Port of Qingdao will own
the coldstore and Eimskip will lease it and
operate.

H Americas 54%

M Baltic 6%

Il North Atlantic 14%
Europe & Asia 3%
UK 23%

Employees by segment

Organisational Structure

In October 2006, Eimskip introduced a
new organisational structure operating on
six different market areas, with a corporate
office supporting all areas. These areas are:
North-Atlantic, Europe, UK, Baltic/Russia,
Asia and Americas.

North-Atlantic

The North Atantic region is comprised of :

¢ Eimskip Iceland
¢ Eimskip-CTG
¢ Faroe Ship

Eimskip North-Atlantic offers total trans-
portation services to its customers, with spe-
cialised focus in this market area. Eimskip
aims to be the leader in warehousing and
distribution services in Iceland.

Eimskip Iceland

Eimskip Iceland has three sailing lines,
North America route, Northern route and
Southern route, with two vessels operating
within each sailing line.

The North America route vessels make bi-
weeKkly calls on a number of ports in North
America, including Boston, Richmond,
Shelburne, Argentia and St. Anthony. The
Southern route vessels make weekly calls at
Immingham and Rotterdam. The North-
ern route makes weekly calls at Rotterdam,
Hamburg, Gothenburg, Aarhus, Fredrik-
stad and Thorshavn. All routes are con-
nected via Eimskip’s terminal in Reykjavik,
Iceland, which is the sixth largest port in
Scandinavia.

Eimskip also operates a bulk service through
its bulk vessel service. Through its subsidiar-
ies, Eimskip operates additional service lines
in Europe, the Baltics, North America and
Asia.

Revenues by segments for 2005

Eimskip-CTG

Eimskip-CTG operates a fleet of reefer ves-
sels and provides flexible and comprehen-
sive service with direct port-to-port transport
of full or part loads of chilled or frozen con-
signments.

Eimskip connects Scandinavia/Europe to
the North-Atlantic, Russia, Poland and the
Baltic. The company is also a part of a world-
wide transportation network for chilled and
frozen fish. Providing comprehensive door-
to-door logistics solutions, Eimskip-CTG
connects continents quickly and efficiently
through contacts worldwide. The company
operates between 12 to 16 vessels at a time.
The company operates four service lines,
calling at UK, the Netherlands, Portugal,
Spain, Iceland, North America and along
the Norwegian coast line.

Faroe Ship

Eimskip entered the Faroese domestic trans-

port market in 2004.

¢ Eimskip bought Faroe Ship 2004
Shipping established 1919

¢ Eimskip bought Heri Thomsen 2005
Trucking and bulk shipping established
1950

¢ Eimskip bought Farmaleidin 2006
Distribution network — first privitisation
in Faroe Islands

Through these acquisitions, Eimskip took
a leading position in the Faroese transport
market with the import and export demand
in the Faroe Islands similar to Iceland.

Fleets of Faroe Ship, Heri Thomsen and
Farmaleidin play a role in Eimskip’s sailing
network in the North Atlantic with a total
fleet of 5 vessels, 150 trucks and trailers,
1,600 m2 warehouse facility incl. coldstores
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I EFurope [ America & Asia Iceland

Europe
This region comprises:

® The Netherlands
o Eimskip Reefer Logistics
o Daalimpex

* Germany

® Denmark

* Sweden

® Spain

¢ [taly

The main emphasis on the operations in Eu-
rope are agency services, coldstore projects
in defined markets, short-sea network, gen-
eral forwarding — worldwide and airfreight
worldwide.

Eimskip Reefer Logistic

Eimskip Reefer Logistic BV was founded
in 2004, with headquarters in the Nether-
lands.

The company offers freight-forwarding ser-
vices for frozen and chilled seafood prod-
ucts worldwide, specialising in handling any
type of temperature-controlled cargo, froz-
en or chilled. This service covers the whole
logistics chain, including discharge of fish-
ing vessels, transportation, warehousing and
distribution, inventory control, customs for-
malities, etc. The services cover bulk ship-
ments as well as container transport, using
the Eimskip production systems or various
partners around the world, or a combina-
tion of various services.

Daalimpex Coldstores

Eimskip acquired 40% of the share capital
of Daalimpex Coldstores B.V. in January
2006 and additional 60% stake in January
2007.

Daalimpex Coldstores is one of the biggest
and most efficient cold store companies
in Europe, operating 6 cold stores in the

Revenues by segments for 2006

Netherlands with a total capacity of 250,000
tonnes approximately 25 times the capacity
in Iceland.

UK

The region is comprises:
¢ Innovate

¢ Corby

Innovate

Innovate Holdings specialises in storage
and distribution of temperature-controlled
cargo and is one of the largest tempera-
ture-controlled cargo logistics businesses in
the UK, with 25 cold stores at 11 locations
throughout the UK, providing storage ca-
pacity of 370 thousand tonnes.Innovate has
635 trucks and temperature-controlled trail-
ers servicing its 370-thousand-tonne capac-

ity.

® Main products in storage and distribution
o Of Meat, ice, chocolate, frozen food,
fizzy drinks, steel

e Distribution from 11 sites across the UK
o With 25 warehouses total

e Total pallet space: 307,500 pallets

e Fleet consists of 640 trucks and trailers

¢ 1,400 employees

Corby

Corby Chilled Distribution Limited is one
of the leading players in the UK tempera-
ture-controlled primary food distribution
market. Corby has a 13-year track record of
growth in the temperature-controlled food
distribution market from inception in 1993.
Corby has long-standing relationships with
many of the key UK food retailers, manu-
facturers and growers and is equipped to
manage short order lead times whilst main-
taining a superior level of service for its cus-
tomers.

¢ Specialises in temperature-controlled
food distribution



Corby Chilled Distribution was one of
the first temperature-controlled distribu-
tion operators to introduce a 40 pallet,
moving floor-double-deck trailer into
regular operation.

* 4 coldstores/chilled

¢ Fleet consists of 330 trucks and trailers

¢ 600 employees

Baltic / Russia
The region is comprises:

¢ Containerships

The emphasis of these operations is to
maintain the position as market leaders by
providing the largest short-sea carrier in the
Baltic, offering door-to-door transport solu-
tions by using combination of vessels and
haulage operations.

This alliance creates the opportunity to gain
an edge in the growing Baltic market.

Containerships

Containerships was the first company to
introduce container transportation by sea.
They have door-to-door movements of con-
tainerised cargoes with 11 ice-classed mod-
ern container vessels and container fleet of
12,500 TEU.

Headquartered in Helsinki, Finland with 16
offices in 13 countries.

Containerships has 40 years of experience
in short-sea shipping with a comprehensive
door-to-door transport of any containerised
cargo in Finland, Northern- and Western
Europe and the Baltic States. Container-
ships in-house logistic services include
inland transport and positioning of con-
tainers at the requested point to meet its
customers’ production and planning. The
company has regular sailing between several
European ports with its six modern, ice-class
vessels, capable of operating during severe
winter conditions in the Gulf of Finland.

Asia

Eimskip Shenzhen

The main emphasis of Eimskip’s operations
in China is reefer freight forwarder export
& import in China and cold store service in
China. Eimskip transports reefer contain-
ers worldwide from its Asian locations. Re-
cently, Eimskip entered an agreement with
Quingdao Port to operate a cold store that
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is currently being built. This agreement was
the first step towards Eimskip’s aim to devel-
op bonded cold store service in China and
South Korea. One of the main emphasis of
Eimskip Asia is to establish a hub to Europe
and Asia from Russia via Qingdao.

Americas

The region is comprises:

¢ Atlas Cold Storage

¢ Eimskip Canada

¢ Eimskip Liner Service

* Eimskip Logistics

¢ Eimskip-PTI Inc.

¢ Harbour Grace Cold Storage

Main emphasis:
— Cold storage operations

- NVOCC/VOCC/ Air and Ocean Freight
Forwarding / Domestic Transport

—Dedicated Airfreight Forwarding and GSA
Service

— Global Forwarding Agency Services

Atlas Cold Storage

In the beginning of November, Eimskip At-
las Canada, Inc., through its wholly-owned
subsidiary, completed the agreed acquisi-
tion of Atlas Cold Storage Income Trust
(“Atlas”), a Canadian logistics group, for a
total consideration of CA$ 630 m including
the repayment of existing debt of CA$ 87 m.
This acquisition is in line with Eimskip’s stat-
ed strategy of becoming a transport market
leader offering a total supply chain solution
throughout the North Atlantic, and comple-
ments the group’s existing cold storage fa-

cilities in Iceland, Scandinavia, the Baltic,
Germany, the Netherlands and the UK.

The acquisition of Atlas was funded through
a CA$ 255 m senior term loan facility pro-
vided by a syndicate of banks lead by CIBC
and RBC, mezzanine facilities of CA$ 18 m
and CA$12 m provided respectively by King-
Street Capital Partners and SITQ (a sub-
sidiary of Caisse de depot de placement du
Quebec) and junior credit facilities of CA$
48 m and CA$ 23 m also provided respec-
tively by KingStreet and SITQ. The balance
of the funding was provided by Hf. Eimskip-
afélag Islands.

Adlas is:
¢ Largest cold storage company in Canada
and second largest in the US

* A provider of warehousing and distribu-
tion services to the refrigerated food
industry with total 53 cold stores facilities
in North America:

— 18 cold stores in Canada
(thereof 5 leased)

— 35 cold stores in USA
(thereof 5 leased)

® 770.000 pallet position capacity,
—12% is cooler space
- 88% is freezer space

* 4,500 employees

¢ Head office is in Toronto in Canada

Hf. Eimskipafélag Islands
- through the years in pictures
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Air Atlanta Icelandic

Air Atlanta Icelandic is an Icelandic airline, established in 1986 and was acquired by Hf. Eimskipafélag Islands
(former Avion Group) in 2004. Air Atlanta Icelandic has evolved to become the largest passenger and cargo
ACMI service provider in the world, with 20 operational bases in every habitable continent of the world.

Definition of ACMI

ACMI or Wet Lease involves the provision of
Aircraft, Crew, Maintenance and Insurance
and is mainly used by airlines that desire to
outsource these facets of their business.

Aircraft. Air Atlanta Icelandic has obtained
its fleet of aircraft either by purchase, fi-
nance lease with an option to buy or oper-
ating lease. Air Atlanta Icelandic’s ability to
obtain aircraft at favourable rates is a com-
petitive advantage. For years, Air Atlanta
Icelandic has obtained aircraft in the sec-
ondary market and therefore possesses a
working knowledge of this market, the key
players and the pricing structures.

Crew. Itisimportant for ACMI operators to
provide a quality, behind-the-scenes service
that does not diminish the consumers' per-
ception of the customer’s brand. Air Atlanta
Icelandic provides flight crews that include
trained pilots and cabin personnel who usu-
ally dress in the customer’s uniforms. Air
Atanta Icelandic has access to a pool of tal-
ented, experienced, non-union airline crews
and pilots, many of whom have worked on
a project basis for Air Atlanta Icelandic for a
number of years.

Maintenance. Wet leasing of aircraft re-
quires an in-depth understanding of the
maintenance needs of different aircraft and
their operations scheduling. Internal plan-
ning, operating know-how and experience
are critical to streamlining maintenance op-
erations. There are different levels of main-
tenance, and operators must decide which
types of maintenance will be performed in-
house and which types will be outsourced.

Aircraft fleet

Insurance. The ability to provide insurance
at attractive rates is a function of the ACMI
operators’ safety record. Air Atlanta Ice-
landic procures its insurance from Lloyds
of London and is able to obtain favourable
rates due to its safety record and long-term
relationships with insurers. Air Atlanta
Icelandic provides its customers with all
elements of insurance, except the largest
insurance component, passenger liability,
which normally is the responsibility of the
customer.

Air Atlanta Icelandic typically offers clients a
bundled service at a flat rate based on block
hours flown (the hours that elapse from the
moment the chocks are removed from the
wheels of the aircraft until they are next re-
turned to the wheels) or on a flat monthly
fee. Air Atlanta Icelandic believes its value-
added is derived from its ability to deliver all
elements of a contract in a reliable and cost-
effective manner. Aircraft can be painted in
any livery, crews can operate in any uniform
and cabins can be configured to anything
from full economy to completely first class.

Boeing 747-200, -300, -400

Fleet

Historically, Air Atlanta Icelandic has of-
fered a wide range of aircraft capability in
the narrow-body and wide-body range and
in both passenger and cargo. As a result of
recent strategic review, Air Atlanta Icelan-
dic is putting increased focus on the cargo
wide-body market, and at the same time
simplifying it[s fleet. This strategic focus
resulted in a significant transformation of
Air Atlanta’s fleet in 2006, where 20 aircraft
were returned or transferred out of the fleet
during 2006.

At the end of October 2006, Air Atlanta Ice-
landic operated a fleet of 25 aircraft, com-
prising 4 aircraft types vs. 10 at the begin-
ning of the year. The fleet counted 17 cargo
and 8 passenger aircraft, and 20 Boeing air-
craft and 5 Airbuses. The fleet change and
other initiatives will result in a simpler fleet,
increased efficiency and more-focused com-
mercial strategy going forward.

Employees

Air Atlanta Icelandic employs a mulitcult-
ural workforce of approximately 1,000
employees and contractors. Flight deck
and cabin crew form the largest group of
employees, with engineers and operations
experts making up the majority of ground
staff. Administration is kept as efficient as
possible at headquarters in Iceland. Air At-
lanta Icelandic has developed a core of ex-
perienced people who can act flexibly and
quickly set up an operation at short notice
anywhere in the world. Air Atlanta Icelan-
dic’s employees are required to work within
the airline customer’s working environment
and national culture, adapting procedures
and techniques to the customer’s needs.

Airbus 300-600

Customers

Air Atlanta Icelandic has been successful in
developing long-term relationships with its
customers, and many have chosen to renew
their contracts year after year. Major cargo
customers in recent years include, among
others: Malaysian Cargo, Lufthansa Cargo,
Cathay Pacific, Cargolux, Etihad, Air Hong
Kong, Channel Express and Air France.
Major passenger customers in recent years
include Iberia, Saudia Airlines, Cubana,
Channel Express and Excel Airways.

Benefits of ACMI

ACMI services continue to gain acceptance
as air carriers seek to outsource a portion
of their operations in order to control high
cost structures, add operational flexibility
and focus resources on their core compe-
tencies of sales and marketing. The total size
of the ACMI market is not easily quantified,
since official market data is not available.
Also, there is a grey area between a pure
‘dry lease’ (i.e., leasing only the aircraft)
and a pure ‘wet lease’ that can be difficult
to categorise. However, certain character-
istics within the ACMI market make it eco-
nomically logical for scheduled and charter
airlines and tour operators to use ACMI
services. Some of the main drivers for in-
creased utilisation of ACMI services are out-
lined below:

Peak demand. The scheduled airline indus-
try is highly seasonal. As pressure for finan-
cial efficiency increases, the outsourcing
of capacity in peak seasons becomes more
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feasible. During peak demand, airlines and
tour operators often need extra capacity for
a limited time.

Yearly assignments for a limited time. Many
customers are in need of ACMI services dur-
ing specific periods every year. Accordingly,
ACMI operators provide repeat service for
certain customers year after year.

Unusual circumstances. An airline may
have a few routes that do not fit well with its
aircraft fleet. Instead of acquiring suitable
aircraft with trained crews and full mainte-
nance services, the airline may find it more
economical to outsource the operation of
these flights.

New routes. When experimenting with a
new route, an airline may find it feasible to
start by outsourcing the aircraft operations,
thus allowing the airline to minimise its in-
vestment until the new route has proven
profitable.

Ad-hoc assignments. When an airline has
an aircraft out of service and does not have
a replacement aircraft available, ACMI pro-
vides a flexible, short-term solution.

Economics and flexibility. Many major air-
lines have changed their priorities in re-
sponse to their need for flexibility and for
a clear focus on core competencies. Airlines
are increasingly defining their core com-
petencies as being sales and marketing,
resulting in recourse to more outsourced

services. High fixed costs make it more dif-
ficult for airlines to react to market fluctua-
tions. ACMI enables airlines to reduce fixed
operating costs and capital expenditure and
increase flexibility.

The ACMI market

The ACMI market can be divided into four
segments based on aircraft size (wide-body
vs. narrow body) and aircraft load (passen-
ger and cargo). The table below describes
the characteristics and major players in each
segment.

ACMI contracts for passenger flights can be
separated into three key categories:

1. Scheduled Airlines. As defined by Air At-
lanta Icelandic, a long-term assignment with
a scheduled airline customer can either be
a contract for continuous operation over a
period longer than six months or a contract
for a short-term service to be performed an-
nually over a number of years. In general,
long-term contracts are obtained as a result
of one or more successful short-term con-
tracts.

2. Hajj. The Hajj market is stable. The infra-
structure in Saudi Arabia limits the number
of pilgrims that Saudi Arabia can accept,
and therefore, the Saudi government places
a quota on how many pilgrims each Muslim
country can send to Mecca. Currently, the
demand for ACMI services to operate Hajj
flights is high.



3. Charter. Some of the leading tour opera-
tors currently own their own airline. These
captive airlines generally only serve their
parent company. ACMI represents an at-
tractive alternative to tour operators that do
not possess their own capacity and cannot
meet growing demand.

The cargo ACMI customer base is similar to
the passenger ACMI customer base; howev-
er, the cargo ACMI market typically includes
longer-term contracts relative to passenger
ACMI. Cargo ACMI customers are primarily
scheduled airlines. The cargo business vol-
ume peaks in opposite quarters to the pas-
senger business volume (i.e. the second and
fourth quarters for cargo, as opposed to first
and third quarters for passengers).

Air Atlanta Icelandic is one of the world’s
largest ACMI companies, considering its
number of aircraft. The size of the ACMI
market is unknown, whereas many of the
ACMI airline are operating under the cus-
tomer flight number and therefore not dis-
cernible. Boeing estimates the size of the
ACMI market to be approximately 8% of
the total cargo market.

A few players dominate the ACMI market
for wide-body aircraft. Atlas Air, Corsair,
Evergreen, Airstream and World Airways
are Air Atlanta Icelandic’s main competi-
tors. The narrow body segment is much
more competitive, with many small players
competing for market share primarily on
the basis of price, whereas Astraeus, Futura,
LTE, Spanair and Volare are Air Atlanta’s
competitors.

>

The complementary seasonal pattern of
cargo and passenger air transportation pro-
vides a further competitive advantage to Air
Atanta Icelandic. By operating both cargo
and passenger aircraft, Air Atlanta Icelandic
can use their manpower more effectively
through the transfer of personnel from pas-
senger to cargo aircraft (and vice versa) dur-
ing seasonal lows.

New entrants to the wide-body market are
few except for scheduled airlines attempting
to temporarily utilise excess capacity. Due
to cost sensitivity, ACMI operators need to
be cost efficient in order to succeed. Good
reputation, strong brand name and suitable
aircraft enable ACMI operators to sell at a
higher margin that can make the difference
in a cost-driven market.
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Air Atlanta Icelandic has established a strong
presence in its core market segment, which
translates into brand recognition among its
customers. Air Atlanta Icelandic has rela-
tively easy access to quality aircraft, and has
good relations with many of the leading air
leasing companies. Its solid reputation for
supplying quality services is built on exten-
sive experience acquired throughout many
years in the airline industry.

Market outlook

In recent years, passenger and cargo traf-
fic have been showing improving trends
both in volume and in profitability. The
year 2004 marked a period of recovery for
the industry, with a clear firming of operat-
ing lease rentals, despite the fact that fuel
prices remained a significant drag on airline
profits. Over the long term, the bulk of air
traffic growth will be a function of economic
growth.

Since 1990, traffic carried by ACMI wide-
bodied carriers has grown by 18% per an-
num, and ACMI carriers will continue to
be required to assist traditional carriers in
meeting overall demand for cargo and pas-
senger aircraft. According to forecasts by
Boeing and Airbus, world passenger traf-
fic will more than double over the next
20 years, with estimated annual passenger
growth up by 4.8%.

The Boeing Company also forecasts that
the global air cargo market will triple over
the next two decades, based on current esti-
mates of a 6.2% annual increase measured
in freight tonnes. For the last 10 years, the
increase in air cargo traffic has been 6.1%
annually and currently shows significant
strength through a flurry of new freighter

orders. Carriers are looking increasingly
to large freighters, especially the 747 and
777 models, for efficiency and range. The
share of wide-body freighters is expected to
increase to 64% of the world freighter fleet,
compared to 47% currently. About 60% of
the freighters that will be added to the fleet
will be wide-body aircraft.

Maintenance and Engineering
Services

Avia Technical Services is a maintenance,
repair and overhaul company that performs
maintenance services on Air Atlanta’s air-
craft and third-party aircraft. ATS is com-
posed of three strategic business units in the
UK and Ireland that offer a unique blend
of services. Its divisions are: component re-
pair and overhaul, airframe maintenance
and value-added services such as technical
records and planning, purchasing, spares
trading and warehousing and logistics. ATS
has approximately 300 employees.

The airframe maintenance division of ATS
is provided by Air Atlanta Aero Engineer-
ing, based at Shannon Airport, Ireland. It
provides a comprehensive range of heavy
maintenance to Air Atlanta Icelandic and
third parties. Air Atlanta Aero Engineering
is approved by the Federal Aviation Admin-
istration (FAA) and the European Aviation
Safety Agency (EASA) to perform C and D
checks on B737, B757, B767, and B727 air-
craft.

The component repair and overhaul divi-
sion of ATS is provided by Aviaservices,
located at Kent International Airport in
Manston. Its facility is strategically located
in close proximity to the major London air-
ports and to the cross-channel ports.

Technical and Logistics Services is a part of
ATS’s value-added division. It offers a range
of complementary technical and logistics
management services to the aviation indus-
try, providing its customers with cost-effec-
tive and efficient solutions.

Hf. Eimskipafélag Islands
- through the years in pictures
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Endorsement by the
Board of Directors

The consolidated interim financial statements are prepared and presented in accordance with International Fi-
nancial Reporting Standards (IFRS) as adopted by the EU. The financial statements are stated in thousands of US
Dollars and include the consolidated interim financial statements of Hf. Eimskipafelag Islands and its subsidiaries

(the “Group”).

Hf. Eimskipafelag Islands is an international
transportation solutions Group. The Group
provides services in most transportation so-
lutions. The Group consists of two main
business divisions which are represented by
the subsidiaries, Air Atlanta Icelandic and
Eimskipafelag Islands ehf.

On a shareholders meeting, that was held
on the 21 Novemer 2006, the name of Com-
pany was changed from Avion Group hf.
to Hf. Eimskipafelag Islands. The name
change was effective as of 22 November
2006. At the sherholders meeting two
new members joined the Board of Direc-
tors, Sindri Sindrason and Thor Kristjans-
son replaced Arngrimur Johannesson and
Eamonn Mullaney.

Hf. Eimskipafélag Islands was listed on the
Iceland Stock Exchange (ICEX) main list
on 20 January 2006. New shares were sold
in the listing for $160 million and shortly
afterwards further $160 million was raised
from a bond issue. The capital raisings in-
creased the company’s capability to make
further acquisitions to support it’s invest-
ment strategy.

At the beginning of August Hf. Eimskipafé-
lag Islands announced its intention to make
a takeover bid to acquire all of the outstand-
ing trust units of Atlas Cold Storage Income
Trust at a price of CDN$7.00 cash per Unit.
The aggregate acquisition cost, including
assumed debt of the Trust, will be CDN
$630 million. The offer was made through
Eimskip Atlas Canada, Inc. a wholly-owned
subsidiary of Eimskip. After the offer was
extended three times Eimskip reached an
agreement with Atlas Cold Storage to ac-
quire all units of the company at the price of
CDN $7.50 cash per Unit. The acquisition
was completed 2 November 2006.

At the end of September Innovate Holding
Limited, Eimskip’s subsidiary, acquired the
entire share capital of Corby Chilled Distri-
bution Limited, one of the leading players
in the UK temperature-controlled primary
food distribution market. This acquisition
furthers Eimskip’s strategy to be a leading

logistics provider globally, adding to its ex-
isting UK coldstore infrastructure a strong
road transportation and cross dock hub net-
work with comprehensive coverage of the
UK and substantial capacity for growth. The
businesses of Innovate and Corby are highly
complementary and together will be able to
offer our customers an enhanced range of
services in temperature-controlled logistics
in the UK.

Eimskip also finalised the acquisition of 65%
share in Containerships in September. Con-
tainerships and Kursia Linija are now being
merged under the name of Containerships
and together these companies are one of
the biggest short sea supplier in Europe. Ei-
mskip aims to be the leading short sea sup-
plier in the Baltic states and Russia which is
arapid growth area.

At the end of the financial year 2006 Hf. Ei-
mskipafélag Islands announced that it had
reached agreement for the disposal of the
entire issued share capital of XL Leisure
Group for USD 450 million. XL Leisure
Group was recently formed from the Char-
ter & Leisure division within the Group and
consisted of Excel Airways Group in the UK,
Star Airlines in France and Star Europe in
Germany. The profit arising on disposal
amounted to USD 98 million.

The Board of Hf. Eimskipafélag Islands also
announced that it has reached agreement
for the disposal of its 51% holding in Avion
Aircraft Trading for USD 51 million. The
profit arising on disposal amounted to USD
44 million. The book value of the 49% re-
tained by Hf. Eimskipafélag Islands is USD
3 million. Part of the loan finance being
provided to the buy-out team of XL Leisure
Group amounting to USD 280 million is
being secured by Hf. Eimskipafélag Islands
until 1 March 2008. A part of the purchase
price of both XL Leisure Group and Avion
Aircraft Trading is being paid by the buy-
out team from a realisation of their shares
in Hf. Eimskipafélag Islands, amounting to
22% of the Company. As a result Fjarfestin-
garfélagid Grettir acquired the shares which
the company received as a payment for the
assets sold.

In January Eimskip announced the acquisi-
tion of the remaining 60% equity stake in
the Dutch cold store company Daalimpex
beheer B.V. in the Netherlands. Eimskip
previously held 40% of Daalimpex’s equity
interest. Daalimpex is one of the largest cold
store companies in Europe and operates six
cold stores in the Netherlands. This acquisi-
tion significantly strengthens Eimskip’s reef-
er logistics in Europe and is a good platform
for further development of reefer service in
Europe. This acquisition is part of Eimskip’s
strategy to be a key international player in
temperature-controlled cargo globally. Daa-
limpex is the biggest cold store company in
the Neatherlands and one of the biggest in
Europe. With the acquisition of a majority
stake in Innovate and Corby and now the
acquisiion of 100% share in Daalimpex,
Eimskip has become a leading European
cold store company and a leading cold store
company globally with the acquisition of At-
las Cold Storage in Canada.

The Board of Directors does not propose
a payment of dividend to shareholders in
2007. As regards to changes in net equity
the Board refers to the Notes attached in
the financial statements.
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Net profit amounted to USD 79,4 million for the Group, according to the income statement. Total equity amounted to USD 682.4 million
at the end of the period according to the balance sheet. At period-end, shareholders in Avion Group hf. numbered 23.559, compared to 20
at the beginning of the period. Two stockholders owned more than 10% share in the Company at the end of the year, Frontline Holding
S.A. with 37.55% ownership and Fjarfestingarfélagid Grettir with 34.37% share.

The board of directors of Hf. Eimskipafélag Islands
hereby confirm the Group’s consolidated financial statements
for the year ended 31 October 2006 with their signatures.

Reykjavik, 18 January 2007

Board of Directors

Magnus Thorsteinsson
Executive Chairman
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Independent
Auditor’s Report

Report on the Financial Statements

We have audited the accompanying financial statements of Hf. Eimskipafelag Islands, which comprise the balance sheet as at October
31, 2006, and the income statement, statement of changes in equity and cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with International Finan-
cial Reporting Standards. This responsibility includes: designing, implementing and maintaining internal control relevant to the prepara-
tion and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these 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 financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 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 financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the 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 financial statements give a true and fair view of the financial position of Hf. Eimskipafelag Islands as of October 31,
2006, and of its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting
Standards

Reykjavik, 18. January 2007.
KPMG hf.
[

W_.

1
Alexander G. Edvardsson
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Consolidated Income Statement

For the year ended October 31, 2006

Operating revenue

Net salese .............
Other income

Total operating revenue

OPETALING EXPEIISES ....vovvivitctciitciiiitiiiii ettt sttt ettt b s ea s s e as
AVIQATON SETVICES ...oovovieieecieec ittt sttt ettt neees
Shipping and lOGIStiCs ........cccovuierrriiriicriiiiiiinnnes

Operating result

FInancial iNCOME .......cucviiiiiiiiiiiiic s
Financial expenses .........cccceevueueee

Share of profits (loss) in associated COMPANIES .......c.cvuieririiriiiiiniiriieiieee e
(Loss) earnings before iNCOME taX ..o ses

Income tax

(Loss) earnings from continuing operations

Profit from discontinued operations (net of income tax) .......ccccocoevvvevceinniineinieenens

Profit for the period

Attributable to:
Equity holders of the Parent ... s
Minority interest ..........c........
Profit for the period

Earnings per share
Basic earnings per share (USD) ...
Diluted earnings per share (USD) .......ccccoviiiiininiiiiiniiiin s

Continuing operations
Basic (loss) earnings per share (USD)
Diluted (loss) earnings per share (USD) ......cccococoevuviviviccnninininnns

All amounts in thousands of USD.

Notes

10
11
14
15

20

16

31

2005/6 2005
1.11-31.10 1.1-31.10
1.018.110 551.173

21.926 21.954
1.040.036 573.127
(456.282) (867.017)

595.488 189.793
(1.051.770) (556.810)
(11.734) 16.317
15.994 15.626
81.866 24.225
(65.872) (8.599)
822 (203)
(76.784) 7.515
(67.881) 6.324

147.237 17.422

79.356 23.746

78.293 24.948

_ 106838 __ (1.202)
0,0454 0,0235
0,0441 0,0235

(0,0399) 0,0063
(0,0388) 0,0063
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Statement of recognised income and expense

For the year ended 31 October 2006

2005/6 2005
1.11-31.10

Currency translation difference for foreign Operations ... (27.140) 11.793
Effective portion changes in fair value of cash flow hedges ..o - (2.956)
Change in cash flow hedges relating to sale of SUDSIAIATIES ..........cccccceviiiriiiiiniiiiies 2.956 -
Net change in the fair value of available-for-sale financial assets .........c.ccceovviieiiiiiciiiies (8.762) (1.461)
Income and expense recognised direCtly in @QUILY .......c.cccveurcurcuriureeriereeeeeeseesee e seesseeceecseesceeens (27.946) 7.376
Profit for the PEriod ...t 79.356 23.746
Total recognised income and expense for the Period ... 51.410 31.122
Attributable to:
Equity holders of the PATEIIL ..........ccoiiiiiieiiiiii s eneseae 50.347 32.324
MINOTILY INEETESE ...vviviiiiiiiiiitititcit bbbt b bbb s s 1.063 (1.202)
Net recognised income and expense for the Period ... 51.410 31.122

All amounts in thousands of USD.

Hf. Eimskipafélag Islands
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Consolidated Balance Sheet Consolidated Balance Sheet
For the year ended 31 October 2006 For the year ended October 31, 2006

Notes  31.10.2006  31.10.2005 31.10.2006 31.10.2005
Notes
Assets Equity and liabilities
Non-current assets Equity Issued capital 26.493 22.013
GOOAWIIL .ttt ettt b bbbttt ettt e e e 17 310,965 501,226 SNATE PLEMUIN ..ooo..oeee oo seeeee oo 591.559 365.393
Other INANGIDIE ASSELS .....vuiuiiieiiiiiciciei e 18 13,816 30,566 RESCIVES oo (17.155) 10.051
Property, aircraft, vessels and eqUIPMENT ... 19 449,959 449,490 Retained @AINIIGS ....ocuiieiiiciiiciiiciiicieieitiei ettt 121.977 49984
Investment in associated COMPANIES ........cccuiviiiiiiiiiiiiiiiiii e 20 23,316 839 Stockholders’ equity 652.174 440.491
FINANCIAL @SSELS ..nvvieeriiiieeiie ettt ettt ettt ettt e e e aeeeteeeteeebeeeseeessesaseessessseeaseessenssessssessenssessseeseens 21 128,599 58,359
Deferred tax assets 22 22,455 12,864 MIDLOTIEY IIMETEST wovveuveereeeraseresaraserassisesasessesssesssesssesssessse s ssse s s st b b b s b esesesbessessesisesenes 30.184 1.495
Total non-current assets 949,110 1,053,344 Total equity 30 682.358 441.916
Current assets Liabilities
TIIVETITOTIES  ...vivievvieiieteeiet ettt ettt ettt et e b et ebese s b ese st e b ess st esess s ebeseasesese st esessasesessasesesssesesssesannas 23 17,325 16,105 Non-current liabilities
TTade TECEIVADIES ...ttt bbb aeaeaes 24 294,911 209,274 Interest bearing 10ans and DOITOWINGS .......ccccevvococeeseececeerseseeeesssssceessssseeeesssseeeesssseseeessseoeee 33 451.147 411.905
Charter & Leisure purChaser ... 25 286,748 0 GUATANLEE AEPOSILS vvvvvvveeeeseeeoeeeeeeseseeeseeee e sesesssee e essseeeseesessseees e 5.899 1.697
Prepaid @XPENSE ...t 26 40,766 53,808 Deferred iNCOME oo 34 51.992 0
Cash and cash eqUIVALENLS .........cccuiiiiiiiiiii e 28 228,487 150,346 Deferred taX BADIlieS oo 99 9.779 7954
Assets classified as Neld fOr SALE ......cviirieiiirieieiceeeeee ettt ns 29 24,944 9,775 Total non-current liabilities 518.933 490.856
Total current assets 893,181 439,308
Current liabilities
Total assets 1,842.291 1.492.652 Interest bearing 10ans and DOITOWINES ..........cucwruiueriiiiieririeieeseesieseesesseessesssessessesisessessesscssens 33 363.115 999 177
Trade PAYAbIES ........ccuiiiiiiiiiiii s 162.316 152.476
Other PAYADIES ......vviiiiiiiiiiiiciii s 35 116.269 955.947
Total current liabilities 641.700 629.900
Total liabilities 1.159.933 1.050.736
Total equity and liabilities 1.8492.991 1.4992.652

All amounts in thousands of USD. All amounts in thousands of USD.
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Consolidated Statement of Cash Flows
For the year ended 31 October 2006
2005/6 2005
1.11-31.10 1.1-31.10
Cash flows (to) / from operating activities
INEE PIOFIL oottt bbb 79.356 23.746
Adjustments to reconcile net profit to net cash provided by (used in) operating activities: ............c.cccc......
Depreciation / impairment Of fiXed aSSELS ..........oceuiveviciieiiieiee e 72.321 48.926
Amortization / impairment of iINtangible ASSELS ... s 3.642 1.714
Currency fluctuation and IAEXAUON .........cccururiuiurieeieceeereireercesees e sseesee e e sse s e e s eseessensescsees 37.730 (3.052)
Profit from diScontinued OPETAtiON .........ccciiiiiiiiiiiiiiiiiii s seseneae (4.319) (17.422)
Gain on sale of subsidiaries .................. (142.918) 0
Changes in deferred taxes .... (14.057) (520)
Gain on sale of fixed assets ... (19.328) (21.140)
OHET CHANEES ...oucveiririciceiice ettt e sees 7.876 (980)
Working capital from OPerating aCtVILES .............cccucucureureureuiueueeeemsemeaessesseesesessessemsessessssessssecsessssesesescens 20.303 31.272
INVENLOTIES, INCTCASE ...veuveeeruiienieiieieietetirteste et ste st et ete st et et e b s te st e st st et e st ese st et eseesessentenessessentenesbenseneesessenseneesensenes (2.709) (61)
Receivables (increase), decrease (11.840) 10.175
Short-term liabilities (decrease) (64.347) (34)
Changes in operating assets and HabilIES ..........ccocvviiiiiiiiiiiii s (78.895) 10.080
Net cash (used in) / to operating activities (58.593) 41.352
Cash flows to investing activities
Investment in fixed and intangible assets ............... (235.260) (180.825)
Proceeds from sale of fixed and intangible assets ... 106.179 60.041
Investments in subsidiaries net of cash acquired (17.203) (39.110)
Proceeds from sale of SUDSIAIATIES .......c.coiiiiiiiiiiiiiiiiiicccc e 193.791 0
Investments in financial assets (91.902) (39.222)
Payments of other loans ................ (49.027) 0
Proceeds from financial assets 14.964 772
Change in guarantee deposits 5.950 (6.158)
Effects of discontinued OPEration ... (116.617) (54.608)
Net cash used in investing activities (189.125) (259.110)
Cash flows from financing activities
Proceeds from new share capital iSSUEA ..........cocuieuiciiciicicce et 156.799 146.263
Changes in treasury shares 26.457 0
Procceds from 10Ng-term DOITOWIIIZS ........cccuruuiuiiiiieieeie e e sssssss e s sae s assssens 594.121 270.372
Payments of interest bearing loans and DOITOWINGS .........ccoiieiiiniiininiice s (448.393) (108.732)
Change in guarantee dEPOSILS ..ot (885) (158)
Net cash provided by financing activities 328.098 307.745
Net change in cash and cash eqUIVAIENLS ........ccccviiiiiiiiiiiii s 80.380 89.987
Effects of foreign exchange adjustments .........ccoiieiiiiiiiciniiice s (2.240) 1.498
Cash and cash equivalents at beginning of PEriod ..o 150.346 58.861
Cash and cash equivalents at end of PETOd ........ccccviiiiiiiviiiiiii s 228.487 150.346

Notes: Statement of cash flow 38.

All amounts in thousands of USD.
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Notes to the

Consolidated Financial Statements

1. General Information

Hf. Eimskipafelag Islands (formerly known
as Avion Group hf.) the “Company” is a lim-
ited liability company domiciled in Iceland.
The consolidated financial statements of the
Group for the year ended 31 October 2006
comprise the Company and its subsidiaries
(together referred to as the “Group”) and
the Company’s interest in the performance
of associated companies.

The Group’s accounting year is from 1 No-
vember to 31 October. These are the first
financial statements which the Group re-
ports according to its new fiscal year. The
comparison figures include ten month fig-
ures for the year 2005, from 1 January to 31
October 2005 and are therefore not entirely
comparable.

Hf. Eimskipafelag Islands is an investment
company focused on investments in ship-
ping and logistics. The Company has in-
vested in wide range of transportation in-
dustries but during the year sharpened its
focus on shipping and logistics by the sale of
it’s charter and leisure segment. The ship-
ping and logistics industry is represented by
Eimskipafelag Islands ehf. with 40-50 ships
in operation.

Hf. Eimskipafelag Islands vision is to be a
leading investment company in the field of
global land and sea transportation solutions.
The mission of Hf. Eimskipafelag Islands
is to maximize total shareholders’ returns
through financial strength and manage-
ment skills. Hf. Eimskipafelag Islands man-
agement seeks to improve its businesses
through organic growth as well as comple-
mentary acquisitions. Core to this strategy is
the development of profitable Shipping &
Logistics activities by identifying acquisitions
that are complementary to the value chain.
As acquisitions in all become integrated and
supported within the Group, synergies are
realised in areas such as joint purchasing,
fuel and insurance as well as in functions
such as marketing, IT and finance. As each
successful acquisition develops within its
Group, further opportunities are identified
to complement, extend and enhance the
value chain.

2. Significant accounting policies

a. Statement of compliance

The consolidated financial statements have
been prepared in accordance with Interna-

tional Financial Reporting Standards (IF-
RSs) as adopted by the EU.

The financial statements were approved by
the Board of directors on 18 January 2007.

b. Basis of preparation

The financial statements are prepared on
the historical cost basis except for the fol-
lowing assets and liabilities which are stated
at their fair values:

- financial instruments classified as available-
for-sale

-non-current assets held for sale

The method used to measure fair values are
discussed further in note 2(y).

c. Functional and presentation currency
These consolidated financial statements are
presented in USD, which is the Company’s
functional currency. All financial informa-
tion presented in USD have been rounded
to the nearest thousand.

d. Use of estimates and judgements

The preparation of financial statements re-
quires management to make judgements,
estimates and assumptions that affect the
application of accounting policies and the
reported amounts of assets, liabilities, in-
come and expenses. Actual results may dif-
fer 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 estimate is revised and
in any future periods affected.

In particular, information about significant
areas of estimation uncertainty and critical
judgements in applying accounting policies
that have the most significant effect on the
amount recognised in the financial state-
ments are described in the following notes:

Note 8 - aquisitions of subsidiaries

Note 18 - goodwill

Note 17 - Income tax expense

Notes 39 and 40 - capital commitments and
contingencies

Note 19 - property, plant and equipment
Note 36 - share-based payments

The accounting policies set out below have
been applied consistently to all periods pre-
sented in these consolidated financial state-
ments, and have been applied consistently
by Group entities.

Certain comparative information have been
restated as explained in note 5. In addition,
the comparative income statement and cash
flow statement have been re-presented as if
an operation during the current period had
been discontinued from 31 October 2005
and the operation sold.

e. Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the
Group. Control exists when the Group has
the power, directly or indirectly, to govern
the financial and operating policies of an
entity so as to obtain benefits from its ac-
tivities. In assessing control, potential vot-
ing rights that presently are exercisable are
taken into account. The financial informa-
tion of subsidiaries are included in the con-
solidated financial statements from the date
that control commences until the date that
control ceases.

Associates

Associates are those entities in which the
Group has significant influence, but not
control, over the financial and operating
policies. Associates are accounted for using
the equity method (equity accounted invest-
ees). The consolidated financial statements
include the Group’s share of the income
and expenses 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 inter-
est (including any long-term investments) is
reduced to nil and the recognition of fur-
ther losses is discontinued except to the ex-
tent that the Group has an obligation or has
made payments on behalf of the investee.

Transactions eliminated on consolidation

Intragroup balances and any unrealised
gains and losses or income and expenses
arising from intragroup transactions, are
eliminated in preparing the consolidated
financial statements. Unrealised gains aris-
ing from transactions with equity accounted

investees are eliminated against the invest-
ment to the extent of the Group’s interest in
the investee. Unrealised losses are eliminat-
ed in the same way as unrealised gains, but
only to the extent that there is no evidence
of impairment.

f. Foreign currency

Foreign currency transactions

Transactions in foreign currencies are trans-
lated to the respective functional currencies
of Group entities at exchange rates at the
dates of the transactions. Monetary assets
and liabilities denominated in foreign cur-
rencies at the reporting date are retrans-
lated to USD 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 cur-
rencies 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 dif-
ferences arising on retranslation are recog-
nised in profit or loss, except for differences
arising on the retranslation of availablefor-
sale assets.

Translation of foreign subsidiaries

in the consolidated financial statements
The assets and liabilities of foreign subsid-
iaries are translated to the presentation cur-
rency at the year-end exchange rate. The
revenue and expenses of foreign subsidiar-
ies are translated at an average exchange
rate for the period. Foreign exchange dif-
ferences arising on retranslation are recog-
nised directly in a separate component of

equity.

g. Financial instruments

Non-derivative financial instruments
Non-derivative financial instruments com-
prise investments in equity and debt securi-
ties, trade and other receivables, cash and
cash equivalents, loans and borrowings, and
trade and other payables.

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, except as described below. Subse-
quent to initial recognition non-derivative
financial instruments are measured as de-
scribed below.

A financial instrument is recognised if the
Group becomes a party to the contractual
provisions of the instrument. Financial assets
are derecognised if the Group’s contractual
rights to the cash flows from the financial
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assets expire or if the Group transfers the
financial asset to another party without re-
taining control or substantially all risks and
rewards of the asset. Regular purchases and
sales of financial assets are accounted for
at trade date, i.e., the date that the Group
commits itself to purchase or sell the asset.
Financial liabilities are derecognised if the
Group’s obligations specified in the con-
tract expire or are discharged or cancelled.

Cash and cash equivalents comprise cash
balances and call deposits.

Accounting for finance income and ex-
pense is discussed in note 2(j).

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.

Available for sale financial asseets

The Group’s investments in equity securi-
ties and certain debt securities are classi-
fied as availablefor-sale financial assets.
Subsequent to initial recognition, they are
measured at fair value and changes therein,
other than impairment losses, and foreign
exchange gains and losses on available-for-
sale monetary items, are recognised directly
in equity. When an investment is derecog-
nised, the cumulative gain or loss in equity
is transferred to profit or loss.

Share capital

Incremental costs directly attributable to is-
sue of ordinary shares and share options are
recognised as a deduction in equity.

Repurchase of share capital

When share capital recognised as equity is
repurchased, the amount of the consider-
ation paid, including directly attributable
costs, is recognised as a deduction from
equity. Repurchased shares are classified as
treasury shares and are presented as a de-
duction from total equity.

h. Revenue recognition

Services

Revenue from services rendered is recog-
nised in the income statement in propor-
tion to services completed. Service revenue
recognition is as follows for the business seg-
ments:

“Revenue from ACMI (Aircraft, crew, main-
tainance and insurance) sales is recognised
on block hours flown for customers.
Revenue from flight and shipping opera-
tions is recognised when transportation ser-
vice is provided.

Payments received from customers in ad-

vance of performance of the Group’s obliga-
tions are included as deferred revenue and
not recognised until the Group has fulfilled
its obligations.”

i. Expenses

Expenses are recognised in respect of goods
and services provided in accordance with
contractual terms. Provision is made when
an obligation exists for a future liability in re-
spect of a past event and where the amount
of the obligation can be reliably estimated.

Aircraft and vessel maintenance
expenditure

Routine maintenance cost is expensed as
incurred. Major maintenance and overhaul
costs are capitalised as a separate compo-
nent of aircraft and vessels and depreciated
on a systematic basis.

Borrowing cost

The Group capitalises borrowing cost that is
directly attributable to the acquisition, con-
struction or production of a qualifying asset.
The capitalisation of borrowing cost com-
mences when expenditures for the asset are
being incurred, borrowing costs are being
incurred and activities that are necessary to
prepare the asset for its intended use or sale
are in progress and cease when substantially
all the activities necessary to prepare the
qualifying asset for its intended use or sale
are complete.

Operating lease payments

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

Finance lease payments

Lease payments are apportioned between
interest expenses and a reduction of the
outstanding interest-bearing borrowings.
Interest expenses are allocated to each pe-
riod during the lease term based of effective
interest rates. Contingent lease payments
are accounted for by revising the minimum
lease payments over the remaining term of
the lease when the lease adjustment is con-
firmed.

j- Finance income and expenses

Finance income comprises interest income,
dividend income, gain on disposal of avail-
ableforsale financial assets and foreign
currency exchange gain. Interest income is
recognised as it accrues, using the effective
interest method. Dividend income is recog-
nised on the date that the Group’s right to
receive payment is established.

Finance expenses comprise interest expense
on borrowings, unwinding of the discount
on provisions, foreign currency losses and



impairment losses recognised on financial
assets. All borrowing costs are recognised
in the income statement using the effective
interest method.

k. Taxation

Taxation, general

Income tax expense comprises current and
deferred tax. Income tax expense is recog-
nised in profit or loss except to the extent
that it relates to items recognised directly in
equity, in which case it is recognised in eq-

uity.

Current tax is the expected tax payable on
the taxable income 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.

Deferred tax is recognised using the balance
sheet method, providing for temporary dif-
ferences 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 ini-
tial recognition of goodwill, the initial rec-
ognition of assets or liabilities in a transac-
tion that is not a business combination and
that affects neither accounting nor taxable
profit, and differences relating to invest-
ments in subsidiaries to the extent that they
probably will not reverse in the foreseeable
future. 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 are reviewed at each re-
porting date and are reduced to the extent
that it is no longer probable that the related
tax benefit will be realised.

1. Property, aircraft, vessels and equipment
Owned assets

Items of property, aircraft, vessels and equip-
ment are stated at cost less accumulated de-
preciation and impairment losses.

Cost includes expenditures that are directly
attributable to the acquisition of the asset.
The cost of self-constructed assets includes
the cost of materials and direct labour, any
other costs directly attributable to bring-
ing the asset to a working condition for its
intended use, and the costs of dismantling
and removing the items and restoring the
site on which they are located. Purchased
software that is integral to the functionality
of the related equipment is capitalised as
part of that equipment.

Where parts of an item of property, aircraft,
vessels and equipment have different use-
ful lives, they are accounted for as separate
items of property and equipment.
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Leased assets

Leases in terms of which the Group assumes
substantially all the risks and rewards of
ownership are classified as finance leases.
The owner-occupied property acquired by
way of finance lease are stated at an amount
equal to the lower of its fair value and the
present value of the minimum lease pay-
ments at inception of the lease, less accumu-
lated depreciation and impairment losses.

Subsequent costs

The Company recognises in the carrying
amount of an item of property and equip-
ment the cost of replacing part of such an
item when that cost is incurred if it is prob-
able that the future economic benefits em-
bodied with the item will flow to the Compa-
ny and the cost of the item can be measured
reliably. All other costs are recognised in
the income statement as an expense as in-
curred.

Depreciation
Depreciation is charged to the income state-
ment on a straightline basis over the esti-
mated useful lives of each part of an item
of property and equipment. Land is not
depreciated.

The estimated useful lives for the current
and comparative periods are are as follows:

Buildings . .. 15-50 years
VeSSels ..o 5 - 14 years
Equipment 3-10 years
Aircraft fleet 4 - 13 years

Capitalised engines are charged to expenses
according to actual hours flown.

Depreciation methods, useful lives and re-
sidual values are reassessed at the reporting
date.

m. Intangible assets

Goodwill

Goodwill arises on the acquisition of subsid-
iaries and associates.

Acquisitions prior to 1 January 2004

The classification and accounting treatment
of business combinations that occurred
prior to 1 January 2004 has not been recon-
sidered in preparing the Group’s opening
IFRS balance sheet at 1 January 2004. In re-
spect of acquisitions prior to this date, good-
will is included on the basis of its deemed
cost, which represents the amount recorded
under IS-GAAP.

Acquisitions on or after 1 January 2004

Acquisition of subsidiaries are accounted for
by applying the purchase method. Goodwill
represents amounts arising on acquisition
of subsidiaries and associates. In respect of
business acquisitions that have occurred

since 1 January 2004, goodwill represents
the difference between the cost of the acqui-
sition and the fair value of the net identifi-
able assets acquired.

Acquisitions of minority interests

Goodwill arising on the acquisition of a mi-
nority interest in a subsidiary represents the
excess of the cost of the additional invest-
ment over the carrying amount of the net
assets acquired at the date of exchange.
Subsequent measurement

Goodwill is measured at cost less accumu-
lated impairment losses. In respect of equity
accounted investees, the carrying amount of
goodwill is included in the carrying amount
of the investment.

Other intangible assets

Other intangible assets that are acquired by
the Group, which have finite useful lives, are
measured at cost less accumulated amortisa-
tion and accumulated impairment losses.

Subsequent expenditure

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

Amortisation

Amortisation is charged to the income state-
ment on a straightline basis over the esti-
mated useful lives of intangible assets unless
such lives are indefinite.

The estimated useful lives for the current
and comparative periods are as follows:

Computer software and
other intangible assets ................... 35 years

n. Leased assets

Leases in terms of which the Group assumes
substantially all the risks and rewards of
ownership are classified as finance leases.
The vessels acquired by way of finance lease
are stated at an amount equal to the lower
of its fair value and the present value of the
minimum lease payments at inception of
the lease, less accumulated depreciation
and impairment losses. Lease payments are
accounted for as described in accounting
policy 1. 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 in the
Group’s balance sheet.

The Group adopted IFRIC 4 Determining
whether an Arrangement Contains a Lease,

which is mandatory for annual periods be-
ginning on or after 1 January 2006, in its
2005 consolidated financial statements.

o.Inventories

Inventories consist mainly of spare parts and
supplies for own use and are valued at the
lower of cost and net realisable value. Net
realisable value is the estimated selling price
in the ordinary course of business, less esti-
mated selling expenses.

p- Impairment

Financial assets

A financial asset is considered to be im-
paired if objective evidence indicates that
one or more events have had a negative ef-
fect on the estimated future cash flows of
that asset.

An impairment loss in respect of a financial
asset measured at amortised cost is calcu-
lated as the difference between its carrying
amount, and the present value of the esti-
mated future cash flows discounted at the
original effective interest rate. An impair-
ment loss in respect of an available-for-sale
financial asset is calculated by reference to
its current fair value.

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.

An impairment loss is reversed if the rever-
sal 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.

Non-financial assets

The carrying amounts 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 asset’s recover-
able 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.

An impairment loss is recognised if the car-
rying amount of an asset or its cash-generat-
ing unit exceeds its recoverable amount. A
cash-generating unit is the smallest identifi-
able asset group that generates cash flows
that largely are independent from other
assets and groups. Impairment losses are
recognised in profit or loss. Impairment
losses recognised in respect of cash-gener-
ating units are allocated first to reduce the
carrying amount of any goodwill allocated
to the units and then to reduce the carry-

53

HF. Eimskipafélag Islands
Annual Report

ing amount of the other assets in the unit
(group of units) on a pro rata basis.

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 re-
flects current market assessments of the
time value of money and the risks specific
to the asset.

“An impairment loss in respect of goodwill
is not reversed. In respect of other assets, im-
pairment 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.*

q.Non-current assets held for sale and dis-
continued operations

Non-current assets (or disposal groups
comprising assets and liabilities) that are
expected to be recovered primarily through
sale rather than through continuing use are
classified as held for sale. Immediately be-
fore classification as held for sale, the assets
(or components of a disposal group) are
remeasured in accordance with the Group’s
accounting policies. Thereafter generally
the assets (or disposal group) are measured
at the lower of their carrying amount and
fair value less cost to sell. Any impairment
loss on a disposal group first is allocated to
goodwill, and then to remaining assets and
liabilities on pro rata basis, except that no
loss is allocated to inventories, financial as-
sets and deferred tax assets, which contin-
ue to be measured in accordance with the
Group’s accounting policies. Impairment
losses on initial classification as held for sale
and subsequent gains or losses on remea-
surement are recognised in profit or loss.
Gains are not recognised in excess of any
cumulative impairment loss.

r. Employee benefits

Defined benefit plan

The group is obligated to pay to a defined
pension fund for each of its employees.
Those expenses are recognised is profit and
loss when they are incurred.

Termination benefits

Termination benefits are recognised as an
expense when the Group is demonstrably
committed, without realistic possibility of
withdrawal, to a formal detailed plan to

terminate employment before the normal
retirement date. Termination benefits for
voluntary redundancies are recognised if
the Group has made an offer encouraging
voluntary redundancy, it is probable that
the offer will be accepted, and the number
of acceptances can be estimated reliably.

Share-based payments

The grant date fair value of options granted
to employees is recognised as an employee
expense, with a corresponding increase in
equity, over the period in which the employ-
ees become unconditionally entitled to the
options. The amount recognised as an ex-
pense is adjusted to reflect the actual num-
ber of share options that vest.

s. Provisions

A provision is recognised in the balance
sheet when the Group has a present legal or
constructive obligation as a result of a past
event, and it is probable that an outflow of
economic benefits will be required to settle
the obligation. If the effect is material, pro-
visions 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, when appro-
priate, the risks specific to the liability.

t. Discontinued operations

A discontinued operation is a component of
the Group’s business that represents a sepa-
rate major line of business or geographical
area of operations that has been disposed of
or is held for sale, or is a subsidiary acquired
exclusively with a view to resale. Classifica-
tion as a discontinued operation occurs
upon 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
income statement and cash flow statement
are restated as if the operation had been dis-
continued from the start of the comparative
period.

u. Earnings per share

The Group presents basic and diluted earn-
ings 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 weight-
ed average number of ordinary shares out-
standing 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 dilu-
tive potential ordinary shares, share options
granted to employees.

v. Segment reporting

A segment is a distinguishable component
of the Group that is engaged either in pro-
viding related products or services (business



segment), or in providing products or ser-
vices within a particular economic environ-
ment (geographical segment), which is sub-
ject to risks and rewards that are different
from those of other segments. The Group’s
primary format for segment reporting is
based on business segments.

w. Subsequent events

If an event that occurs after the balance
sheet date has provided evidence of adjust-
ment that existed on the balance sheet date
those adjustments are entered into the fi-
nancial statements.

x. New standards and interpretations not yet
adopted

A number of new standards, amendments
to standards and interpretations are not
yet effective for the year ended 31 October
2006, and have not been applied in prepar-
ing these consolidated financial statements.
The standards and interpretation not yet ap-
plied are as follows:

IFRS 7 Financial instruments: Disclosures
and the Amendment to IAS 1 Presentation
of Financial Statements: Capital disclosures

IFRS 8 Operating segments

IFRIC 7 Applying the Restatement Ap-
proach under IAS 29 Financial Reporting
Hyperinflationary Economics

IFRIC 8 Scope of IFRS 2 Share-based pay-

ments

IFRIC 9 Reassessment of Embedded Deriva-
tives

IFRIC 10 Interim Financial Reporting and
Impairment

IFRIC 11 Group and Treasury shares trans-
actions

These new standards and interpretations
are not expected to have any impact on the
consolidated financial statements.

y. Determination of fair value

A number of the Group’s accounting poli-
cies and disclosures require the determi-
nation of fair value, for both financial and
non-financial assets and liabilities. Fair
values have been determined for measure-
mentand / or disclosure purposes based on

All amounts in thousands of USD.
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the following methods. Where applicable,
further information about the assumptions
made in determining fair values is disclosed
in the notes specific to that asset or liability.

Property, plant and equipment

The fair value of property, plant and equip-
ment 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 ex-
changed 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 knowl-
edgeably, prudently and without compul-
sion. The market value of items of plant,
equipment, fixtures and fittings is based on
the quoted market prices for similar items.

Share-based payments

The fair value of employee stock options is
measured using a binomial lattice model.
The fair value of share appreciation rights
is measured using the Black-Scholes for-
mula. Measurement inputs include share
price on measurement date, exercise price
of the instrument, expected volatility (based
on weighted average historic volatility ad-
justed for changes expected due to publicly
available information), weighted average
expected life of the instruments (based on
historical experience and general option
holder behaviour), expected dividends,
and the riskfree interest rate (based on
government bonds). Service and non-mar-
ket performance conditions attached to the
transactions are not taken into account in
determining fair value.

3. Segments

Segmentinformation is presented in respect
of the Group’s business and geographical
segments. The primary format, business
segments, is based on the Group’s manage-
ment and internal reporting structure.

Intersegment 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 rea-
sonable basis.

Segment capital expenditure is the total
cost incurred during the period to acquire
property, and equipment, and intangible

assets other than goodwill.

Business segments

Aviation services

The main operation of Aviation Services
is provided by the Aircraft, Crew, Mainte-
nance, Insurance (ACMI) or wet leasing
operator Air Atlanta Icelandic and mainte-
nance and engineering operator Avia Tech-
nical Services (ATS).

Charter and leisure

The charter and leisure division comprised
the XL leisure group. The main operation
of the B546division was charter services and
as a tour operator. The Charter and Leisure
divsion was sold at the end of the fiscal year
but is included in the consolidated financial
statements until the 31 October 2006. This
division was provided by XL Leisure Group
and is categorized as discontinued opera-
tions.

Shipping and logistics

Eimskipafelag Islands ehf. forms the Groups
activities that are focused on shipping, logis-
tic 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. Eim-
skip’s main transportation services include
ocean transport, transportation on land and
freight forwarding between foreign destina-
tions. The services offered extend to inven-
tory and distribution services, delivery, air
freight, customs documentation, agency
services, customs warehousing, loading and
landing of fishing vessels and passenger
transport.

Geographical segments

In presenting information on the basis of
geographical segments, segment revenue
is based on the geophraphical location of
customers. Segment assets are based on the
geophraphical location of the assets.
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4. Business segments Business segments

port

Shipping and Charter & Leisure Less Charter & lei- Continuing
Aviation Services logistics (Discontinued) Eliminations Consolidated sure (Discontinued) Operations
1.11.2005- 1.1.2005-  1.1.2005-  1.11.2005- 1.1.2005- 1.11.2005- 1.1.2005- 1.11.2005- 1.11.2005- 1.1.2005- 1.11.2005- 1.1.2005- 1.11.2005- 1.1.2005-
10/31/06 10/31/05 10/31/06 10/31/05 10/31/06 10/31/05 10/31/06 10/31/05 10/31/06 10/31/05 10/31/06 10/31/05 10/31/06 10/31/05
Income statement
Net sales 399,877 350,137 618,233 201,036 1,214,986 828,364 - - 2,233,096 1,379,537 (1,214,986) (828,364) 1,018,110 551,173
Other income 15,151 21,187 6,775 767 - - - - 21,926 21,954 - 21,926 21,954
Total revenue from external customers 415,028 371,324 625,008 201,803 1,214,986 828,364 - 0 2,255,022 1,401,491 (1,214,986) (828,364) 1,040,036 573,127
Intersegment revenue 48,319 144,227 - - - 264,683  (48,319) (144, 227) - 264,683 (264,683) - -
Total revenue 463,347 515,551 625,008 201,803 1,214,986 1,093,047  (48,319) (144,227) 2,255,022 1,666,174 (1,214,986) (1,093,047) 1,040,036 573,127
Operating expenses (504,601) (511,244) (595,488) (189,793) (1,202,351) (1,062,682) 48,319 144,227 (2,254,121) (1,619,492) 1,202,351 1,062,682 (1,051,770) (556,810)
Operating result (41,254) 4,307 29,520 12,010 12,635 30,365 - 0 901 46,682  (12,635)  (30,365)  (11,734) 16,317
Effects of associated companies 822 (203) - - 822 (203)
Net financing costs (69,223) (1,965) 3,351 (6,634)  (65,872) (8,599)
Loss before tax (67,500) 44514 (9,284)  (36,999)  (76,784) 7,515
Income tax 3,938  (12,116) 4,965 10,925 8,903 (1,191)
Gain on sale of subsidiaries 142,918 26,074 - - 142,918 26,074
Net earnings for the period 79,356 58,472 (4,319)  (26,074) 75,037 32,398

10/31/06 31.10.2005 10/31/06 31.10.2005 10/31/06 31.10.2005 10/31/06 31.10.2005 10/31/06 31.10.2005

Balance sheet

Segment assets 756,592 396,602 1,180,258 696,206 - 529,768  (94,559) (129,924) 1,842,291 1,492,652
Segment liabilities 434,535 370,432 819,957 368,193 - 442,035 (94,559) (129,924) 1,159,933 1,050,736
Cash flows
Cash flows to/from operating activi- (90,762) 23,094 32,169 18,259 - (40,259) - - (58,593) 1,093
ties
Cash flows to/from investing activi- (9,007) (144,133) (63,501)  (60,368) - (5,113) - - (72,508)  (209,614)
ties
Cash flows to/from financing activi- 88,957 265,213 239,142 42,532 - (2,182) - - 328,099 305,563
ties
Other
Capital additions 181,243 149,596 54,017 26,116 - 5,113 - - 235,260 180,825
Depreciation and amortisation 45,809 37,609 30,154 12,147 - 4,086 - - 75,963 53,841
Geographical segments Iceland America & Asia Europe Unallocated Consolidated

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Revenue from external customers 59,917 444,819 262,569 18,245 691,306 110,063 26,245 - 1,040,036 573,127
Segment assets 1,239,024 843,689 75,653 9,580 527,614 631,660 - 7,723 1,842,291 1,492,652
Capital additions 143,750 148,623 150 127 31,095 32,075 - - 174995 180,825

All amounts in thousands of USD.
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5. Prior period adjustment 6. Discontinued operation
Following an investigation instigated by the Company’s board of directors into the commercial arrangements for catering services between At 31 October 2006 the Group sold its entire Charter and Leisure division. The division was not classified as held for sale at 31 October
Excel Airways Group and Alpha Airports Group a full provision amounting to USD 10 million (net of taxes) was made to the financial state- 2005 and therefore the comparative income statement figures and statement of cash flow have been re-stated to show the discontinued
ments of Hf. Eimskipafelags subsidiary Excel Airways for the previous financial year ended 31 October 2005. In addition an adjustment of operation separately from continuing operations.

$7.5 million in the valuation of goodwill relating to one of the subsidiaries acquired in 2005 and sold 2006 was performed. An error relat-
ing to 2005 in another subsidiary, that was also sold, of $ 1.2 million discovered in 2006 was adjusted. The effect on the Group’s financial
statements ended 31 October 2005 are as follows:

Profit attributable to the discontinued operation is specified as follows:

2005/6 2005
Balance sheet 31 October 2005 Results of discontinued operation Unaudited
Unadjusted Adjustments Adjusted REVEINUE oo 1.214.986 828.364
Assets EXPEIISES evvvrvrrreeeeeesvvsssssssssssssssssseessssssssssssssssss s ssssssssssssss s sssssssssssssssessseesseessssssssnnnns (1.205.701) (800.017)
Total NON-CUITENTE ASSELS .....vecvevereieciiecieiceeice et 1.053.344 (10.671) 1.042.673 ReSUIS FrOI OPETALIG ACHTHES -vrrrererersrsrreressersersresesessersreeeesessersreresesssssrsees T 9984 T98347
Total current assets 465.806 (15.917) 449.979 INCOME LAX EXPEIISE ..vviviriiiiiiiitiiiicitet ittt s st (4.965) (10.925)
TOLAl ASSELS  ..vvveerueareeaieererereetre et ettt bbb tese s st e e a et et eaesesesene 1.519.240 (26.588) 1.492.652 Results from operating activities, 1€t Of fICOME X c.vrurerrerrrsrsrrsrsessrsessrsessrsessssoene 4319 17.499
) o Gain on the sale of discontinued OPETAtIONS .........cccvviiiiriiiiiiiii s 142.918 0
Equity and Liabilities POSIt FOX thE PETIOU .ottt ettt 147.987 17.422
TOtAl EQUILY .veeiieiiiic s 460.527 (18.611) 441.916
o R R Basic €arnings Per Share ... 0,0853 0,0173
Total non-Crrent Habilities woo.vovevesovsesoeses s 420.836 ) 420.836 Diluted earnings Per SNATE ..........ccocoveiiiiiiiiniiiii s 0,0829 0,0173
Total current Habilities .........cceevevereeeererieeirereeerereesereseeeseseseseseeeseseneens 637.877 (7.977) 629.899
Total HADIIHES ....c.cueuiueeererireriririrrieieeeteeietet e enenne 1.058.713 (7.977) 1.050.735 Cash flows from discontinued operations
) o Net cash from (t0) OPEration ACHVILES .......ccceevvriueuereviiiinierericeieseee et 48.976 (40.259)
Total equity and HADIHES ..cvueveecereueesreereienereereesecesessenseeesessessseesessecens 1.519.240 (26.588) 1.492.652 Net cash tO INVESHNG ACHVILES v...vvuvrrreeriesrresieseiseiseiseiseesssess s ssses s ses e ssessnns (74.028) (5.112)
Net cash from (t0) fiNaNCINg ACHVILIES .......ccooviiiiiiiiiiiiiiiicc s 59.452 (2.182)
As the adjustments referred to above affected the operation that was sold in October 2006 the net effect on the income statement in the Net cash from (used) in discontinued OPEration .............cccceuiviviiniiiii s 34.400 (47.553)
amount of USD 18.6 million is included in discontinued operation.
31.10 2006
Effect of the disposal on the financial position of the Group Unaudited
Property, plant and eqQUIPIIENLE ......c.cciiiiiiiiiiii e 106.003
GOOAWIIL ..ttt bbbttt ettt et s et b et e s e b ebebaseseneaeasaenn 224.428
INIVEIIEOTIES ..eutvuiniieiiieteitt ettt bbbttt ettt b bbb et b et et e et et ne e ee 5.952
Trade and other TeCEIVADIES .......c.cciiiuiiiiiiiiiricie ettt 387.921
Cash and cash eqUIVALENTS ..o s 190.760
Trade and other PayabIes ..........ccocviiiiiiierinieic e (769.726)
Net identifiable assets and Habilities ........c.cccoeerrieirnieinneinnecrccrecereeee e 145.338
Consideration received, satisfied IN CASN .....c..ooviiviiiiiieiece et 193.791
Cash disposed Of ........ccoiiiiiiiii s (190.760)
Net cash inflow ...... 3.030
Cash paid in 2007 286.748
NEt CASH INTLOW .vvitiiiicieietecee ettt ettt b e b e s se b e s e e esessasseseesasseneeseesannas 289.778

The financial information for the operating activities for the year 2006 is unaudited and based on management reports. Any possible
difference between actual operating result and the management reports would have the reverse effect on gain on sale of discontinued
operation.

All amounts in thousands of USD. All amounts in thousands of USD.



58

HF. Eimskipafélag Istands
Annual Report

7. Acquisitions of subsidiaries

Business combination
On 1 April 2006 the Group acquired all of the shares in P/F Heri Thomsen for USD 0,9 million. The company’s main lane of business is
transportation.

On 1 May 2006 the Group acquired 55% of the shares in Innovate HQ Limited for USD 32,8 million. The company operations are logistics
solutions and strategic distribution centres.

In August 2006 the Group acquired 100% of the shares in UAB Kursiu Linija for USD 0,5million. The company provides door to door
transport services on the Eastern shore of the Baltic Sea.

On 29 September 2006 the Group acquired 100% of the shares in Corby Chilled Distribution Ltd. for USD 54,3 million. The company is

a leading provider of temperature controlled perishable consolidation services to the fresh food industry.

The purchase price allocation has not been finalised for the companies P/F Heri Thomsen, UAB Kursia Linija and Corby Chilled Distribu-
tion Itd. According to IFRS 3 the Group has one year from the aquisition date to finish the purchase price allocation.

The goodwill recognised on the acquisition of Innovate HQ ltd. is attributable mainly to the skills and technical talent of the acquired

business’s work force, customers lists and the synergies expected to be achieved from integrating the company into the Group’s existing
business.

All amounts in thousands of USD.
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During the year the Group acquired the companies P/F Heri Thomsen, Innovate HQ Itd., UAB Kursiu Linija and Corby Chilled Distri-
bution Itd. The acquisition of those companies had the following affect on the Group’s assets and liabilities on acquisition date:

P/F Heri Innovate UAB Corby Preac- Fair Recog-
Thomsen HQItd.  Kursiu Chilled  quisition value nised
Linija distribu-  carrying  adjust-  values on
tionltd. amounts ments  adjust-
ments

Property and equipment 7.634  45.189 6.469 14.312 73.604 5.667  79.271
INANGIDIE ASSELS  ...uceueeerececececeicecteeiee e aeeees 25 7.387 1.890 - 9.302 - 9.302
Deferred tax assets 342 - - - 342 - 342

Prepayments ..., - 54771 - - 54771 - 54771
INvestment Properties ...........creemreemreenseensennns - 2.835 - - 2.835 - 2.835
Inventories 136 1.270 389 - 1.795 - 1.795
Trade and other receivables ..........cocvcvereeeecrervcerennennenn. 1.714 78.591 6.025 21.932  108.262 - 108.262
Assets held for sale - 15.797 - - 15797 - 15.797
Cash and cash equivalents 84 33.946 268 - 34.298 - 34298
ACCTUALS ettt b et - (65.617) - - (65.617) - (65.617)
Loans and boIrowings ..........c.cccceceeuneueeeeieeieriesenieninenennenns (6.650) (28.329)  (8.545)  (1.399) (44.923) - (44.923)
Deferred tax liabilities ...... (85)  (2.151) - (582) (2.818) - (2818)
Trade and other payables .........cccccocvrrninininiiciicicie, (4.195) (85.003) (17.055) (16.627) (122.880) - (122.880)
Net identifiable assets and liabilities .........cccccoeervriunnnee. (995)  58.686  (10.559)  17.636 64.768 5.667  70.435
Eimskip acquired ..., (995) 32277  (10.559)  17.636 38.359 5.667  44.026
Goodwill on aACqUISION .....vovevecrcrcice s 1.959 545 10.792 31.039 44.335 44.335

88.361

Consideration paid, satisfied by cash ..........cccccccecuvcuncnnce. 964 - 214  51.776 52.954
Consideration paid, satisfied by loan note ....................... - 31946 - - 31.946

Consideration paid, directly attributable costs ................ - 876 19 2.566 3.461

Total consideration paid ...........cccoceeeveieiieeininicciinieiens 964 32.822 233 54.342 88.361
Cash acquired ........cccccooeuvrunnnes (84) (33.946) (268) - (84.298)
Net cash inflow ..., 880 (1.124) (36)  54.342 54.063

All amounts in thousands of USD.
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12. Salaries and related expense

8.R b i 2005/6 2005
cvenue by currencies Salaries are specified as follows:
1.11-31.10 1.1-31.10 2005/6 2005
REVENUE I GBP ...ttt 126.058 68.244 1L11:31.10 1.131.10
REVENUE 1N USD ..ttt ettt 375.667 203.374 Salarics 154.588 80.083
Revenue in EUR ..ottt sttt st 113.686 61.546 Pension funds 11.993 12.877
Revenue fn NOK ottt 33.449 18.108 Salaries - related expenses 89.911 69.583
Revenue in ISK 298505 161.601 Salaries and salaries - related eXpense total ... 249.022 162.543
Other ... 70.745 38.299
1.018.110 501173 Average number of positions 2.996 2.031
9. Other income Number of employees in €nd Of YEAT .......c.cccviuriiriiiniiiicrccrceeieesesesseeseeseenes 3.052 1.318
Wages and salaries to CEO and the Board of Directors were USD 0,8 million during the year.
Gain on Sale Of fIXEA ASSELS ...c.evveuiririeuiiriciiirietiec ettt ee 16.819 21.139 ) ) ) o ) o
Gain on sale of assets classified as held for sale .........c.cooeeieiiiinnnnnnnreeeeeeeees 5.107 - gayme'nt O'f salangs to the key ex.ecutlves for work performed for the companies within the Group, stock options and ownership in the
Jompany are specified as follows:
OHhET TEVEIIUE ..ottt - 815 .
Stock options
21.926 21.954 (number of shares Number of shares
Salaries ‘000) owned (‘000)
10. Expenses by currencies: Board of Directors during the year:
Magnus Thorsteinsson, Executive Chairman 115 - 614.918
REVENUE 1N GBP ...ttt et et e e e e te e te e e aaeebeeeseesaseensaessesnneens 142.493 75.436 Arngrimur]ohannson 20 _ _
EXPense i USD ..o 324.387 171.732 GUINAL M. BJOTG .vrrreeooeeeeeeeseoeeeeee s oeeeeessesseseeeeessessoesseeeesssseooseeesessseroeee 20 _ 73.014
Expense in EUR ... s 132.711 0.258 Eggert Magnusson 20 _ _
EXPEnse I NOK ... sse e 33.117 17.532 Eamon Mullaney 920 _ _
EXPense i ISK ...ttt 326.923 173.074
OHNET et 92.138 48.778 CEOs at year-end:
1.051.770 556.810 Hannes Hilmarsson, Air Atlanta Icelandic .. 221 4.500 -
. Baldur Gudnason, Eimskipafelag Islands ..., 350 5.100 38.087
11. Operating result
INEESALES ettt 1.018.110 551.173 The shares owned by board members are either owned by them personally or through holding companies.
COSL OF SALE ...ttt (1.015.243) (530.948) A formal stock options plan was issued 19 January 2006 for the aforementioned stock options.
GIOSS PIOMIE ..ereieieeicictcece e 2.867 20.225
At a shareholders meeting held 21 November 2006 Arngrimur Johannsson and Eamon Mullaney resigned as members of the board and
OUNET COSES ..nviiuiitiitieiecteeteteeteet et e st ett et e e re et eseebeesaesbeeseessessesseessassesseesaessesseessansesseessansesseessanss (36.527) (25.862) Sindri Sindrason and Thor Kristjansson were elected instead.
Oher INCOME ....uoiiiiiiiiiici ettt sb e 21.926 21.954
OPEIAUNG TESULL ..ottt (11.734) 16.317

All amounts in thousands of USD. All amounts in thousands of USD.
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13. Fees to Auditors No income tax is calculated on the gain on sale of discontinued operations as the company will offset the gain on the sale against increased
investment in subsidiaries and therefore it is treated as a permanent difference.
2005/6 2005
1.11-31.10 11-31.10 Reconciliation of effective tax rate 2005/6 2005
Audit of financial StALEMEINLS .......c.oviiurieriiiieiet s s 1.400 540 L.11.-31.10 1.1.-31.10
Review of financial SATEIMEIITS .....c.ccueuevirieriririeieririeietreeierere ettt ettt ettt besesessenens 330 309
ONET SETVICES .v.vveveveeivereeiereseieseseeesesesesesessesessseseseesesesessesessssesessasesessssesesensesesssesessssesessnsesensnsans 576 1.141 Earnings before tax ........ccviiiiiiiiciiiccceeceesee s (76.784) 7.515
2.306 1.990
The amount includes payments to elected auditors of all companies within the Group. Income tax using parent COrporation taX rate .........oeeerireeeessierinenenes 17,1% (13.163) 18,0% 1.353
Effect of tax rates in foreign jurisdictions ...........cccccccevieiiceininicccniniccnennes (2,8%) 2.145 (3,1%) (230)
14. Financial income Non-deductible expenses 6,9% (5.311) (1,6%) (117)
) ) Tax exempt revenue ......... (6,0%) 4.625 (1,3%) (97)
Interest income on bank dePOSILS ........ccviiuiieiiiiiiiiiii s 2.927 65
o ) Effect of tax 10sses NOt UHHSEd .....c.c.ceeiiirinirirririreeeiciciciccieieeeeee e (1,5%) 1.187 0,0% 0
Dividend frOm INVESHMEIIE «....c.oueueerieieieieieieicieieecet ettt ettt sese et eaeeeeeeeeeeeas 1.020 21
) Under / over provided in PriOr YEATS ......c..cceeereruereereneeerieriemserseriersesesenesees (1,8%) 1.367 0,2% 17
Profit from 10ans and TECEIVADIES ..........c.ocveveviieveriierereierereieseseeesesesesesesesesesesesessesesesesesennes 2.785 (137) )
) OhET AIHTETEIICES ..v.vovvveieeeeeeeeeeeeeeee ettt ettt et se s s eaeaeaens (0,3%) 247 3,5% 265
PEnalty INTETESTS ...ueieieieiiiiieiiieicieiciei ettt 1.191 - _— _—
) ) EATECHVE TAX 1ottt seneaas 11,6% (8.903) 15,8% 1.191
Foreign eXchange Gain ... s 1.938 12.751 —_— —
Other INETeSt INCOMIE ....ccuiviuiiiiiiiiiieiiieiciietett ettt ettt b ettt ebe e 6.133 2.926 Deferred sed directly i
eferred tax recognise ectly in equi
15.994 15.626 s yin equity
Relating to equity securities available-for-sale ..o 1.111 307
15. Financial expenses Relating to capital increase 1.910 169
3.021 476
Interest on 1ong term JOANS ........cc.oiuiiiiiiieiiciiiiiei e (47.427) (22.669) -
Penalty interests (1.503) -
Foreign eXChange lOSS ..o (23.702) -
Other INETESt EXPEIISES ....vuvuruivreririieieseiiiscaeie st s sttt s s s s asaeses s (9.234) (1.556)
(81.866) (24.225)
16. Income tax expense
Current tax expense
CUITEINE YEAT .oeeiiiiiiiictet it 3.914 1.598
Under provided in prior years - 534
3.914 2.132
Deferred tax expense
Origination and reversal of temporary differences ... 246 593
Benefit of tax 1083€s TeCOGNISEd. .......ccucviiiiiiiiiiiiiici s (13.063) (1.534)
(12.817) (941)
Income tax expense excluding tax on the sale of discontinued
operations and share of income tax in asSOCIALES ........cvrruevivriicieieiniicece s (8.903) 1.191

All amounts in thousands of USD. All amounts in thousands of USD.
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17. Goodwill 18. Other intangible assets
Changes during the period: Domain Computer Airport
2006 2005 2005 name software Slots Other Total
Cost Cost
Balance at 1 November / at 1 JANUAIY ..o sssessiessssssssssssesaes 501.226 145.445 R 1.960 ) ) ) 1.960
Currency adjustment during the YEar ... (28.088) 1.770 Currency adjustments during the period (155) 434 (976) (168) (865)
Recognised On ACQUISION OF SUDSIAIATIES «.oerervrseresersersersersersssessessressesrserssreese 60.313 354.119 Recognised on acquisition of subsidiaries - 9.585 17.136 3.849 30570
S21ES OF SUDSIQHATIES .......vveeeeececveeicceetete et ee e sesesaeae e s ssseae s s s s seaesesesassesesesesassesesesesanans (221.120) - Additions dUrINg PEriod covevrevererrerererrsserssersssrsssrssneso - 1.470 - . 1.470
TMNPAIMENE 108 AUFNE PELOM <rrererrerersersrsessrs s et s srses et s srs st srs s sttt (1.366) (108) At 31 October 1.805 11.489 16.160 3.681 33.135
Balance at 31 OCLODET .......ccooueuiviriiiiiiiiiiiiiiinicectreete sttt et et ne s 310.965 501.226
Amortisation
The impairment of goodwill classified by operational categories, is specified as follows: Atl January 33 i i i 33
2005,/6 2005 Currency adjustments during the period ..........cccccvvivieinnns 7 146 - (26) 113
1L1181.10 1.181.10 Amortised during period ... 132 1.407 - 884 2.423
AVIATOTL SETVICES 1evvvvrvavriareisseeessieesssssssesssassssssssssessssssssssssssessssssssssssssessssssssssnssssssssssssssssessssssssnss 1.233 - At31 October 158 1558 - 858 2.569
Shipping ANd IOGISHCS ........cuvuereureieiiiiierienereeeatis et seesaessesse et saesaesaessesssons 133 37
Discontinued OPETALION .......ccuiviiiriieiiiiiiieieie st esaenes - 71 Domain Computer Airport
1366 108 2006 name software Slots Other Total
Cost

Impairment testing for cash-generating units
For the purpose of impairment testing, goodwill is allocated to the Group’s operating entity’s which represent the lowest level within the Balance at 1 November 2005 1.805 11.489 16.160 3.681 33.135
Group, at which the goodwill is monitored for internal management purposes.

Currency adjustments during the period ...........cccoceuviviinnes - (1.501) - - (1.501)
The aggregate carrying amounts of goodwill allocated to each unit are as follows: Recognised on acquisition of subsidiaries .............ccoeeviveenenes - 199 - - 199
2006 2005 Additions during period - 7.342 - - 7.342
Sales dUring Period ..........ccrreeeeecesemreeneureuneeeeeeecnsceseascenes - (20) - - (20)
Air Atlanta ICEIANIC ...ttt s 13.095 13.095
ratanta feelandic i . Disposals during period (1.805) (931) (16.160) (3.681) (22.577)
Eimskipafelag Isl hf. ... 17.741 .
mskipafelag Islands ¢ & 205.80 Balance at 31 October 2006 . - 16.578 - . 16.578
EXCEl AITWaYS GIOUD ....oovieviiciicieiee ettt - 168.165
Travel City GIOUP ....covivieiieieiiiicicte s - 52.955 Amortization
Subsidiaries of Eimskipafelag Islands €hf. ..........cccccoviiiiiiiniiiccce, 80.129 1.204 Balance at 1 November 2005 ........ovoveveeeeeeeeeeeereeeereseseeereresens 158 1.553 - 858 2.569
310.965 501.226 Currency adjustments during the period ...........ccccccecuncuncanee - (470) - -(470)
Value in use was determined by discounting the future cash flow generated from the continuing use of the unit and was based on the fol- Amortised during period ) 2.276 ) ) 2.276
lowing key assumptions: Disposals during period ... (158) (597) - (858) (1.613)
Cash flows were projected based on next years business plan and expected grows in the next 4 years. Cash flows for the further 20 years Balance at 31 October 2006 - 2.762 - - 2.762
were extrapolated using a constant growth rate. Management believes that a constant growth rate of 2 to 5 percent per year is close to the
expected inflation for the period (2005: one to three percent). Carrying Amount
Atl 1. - - - 1.
The anticipated annual revenue growth rate in the cash flow projection was 5 to 19 percent for the years 2007-2011 (2005: two to ten per- t1 January 2005 927 927
cent). At 31 October 2005 1.647 9.936 16.160 2.823 30.566
The discount rate of seven to nine percent was applied in determining the recoverable amount of the unit (2005: 10 to 11 percent). The AL BT OCEODEE 2006 oo _ 13.816 _ _ 13.816

discount rate was estimated based on the companies average weighted average cost of capital.

Impairment losses were recognised on subsidiaries of Avia Technical Services and subsidiaries of Eimskipafelag Islands. No impairment
loss was recognised on Air Atlanta Icelandic hf. and Eimskipafelag Islands ehf.

All amounts in thousands of USD. All amounts in thousands of USD.
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The amortization of other intangible assets, classified by operational category, is specified as follows:

2006
2005/6 2005 Cost
1.11-31.10 1.1-31.10 Balance at 1 November ..........ccccccoeveinencnce. 138.211 17.308 160.035 198.187 513.741
ShIipPINgG AN LOGISHCS .....ceuveerermeireiriiiieierieresesreeeiseee s sessesse st eaessesse ettt tsesaesae s s e s beesesaessesaessesneans 2.276 799 Currency adjustments during the period ............ (7.207) 445 (20.380) - (27.142)
Discontinued operation - 1.631 Acquisitions through business combinations ...... 20.978 - 44.612 - 65.590
2.976 9.498% Other additioNS ......c.evvvereeveirirrieieisieeeseeseeseeanes 10.501 1.506 39.488 174.450 225.945
Transfer to available for sale (1.252) - - (6.795) (8.047)
19. Property, aircraft, vessels and equipment Sales during period (2.680) (185) (4.063) (161.026) (167.954)
Disposals during period ..........cccccovieirniicnennes (26.813) (5.335) - (9.660) (41.808)
2005 Property Machinery and  Vessels and Aircraft Total
equipment other transp. Balance at 31 October 131.738 13.739 219.692 195.156 560.325
equipment
Cost Accumulated depreciation
Balance at 1 JanUATY ..........ooooooocecvvcvvvvrreeerreessssns 33.878 13.931 0 151.606 199.415 Balance at 1 November 725 7.692 9.325 46.509 64.251
Currency adjustments during the period ........... (1.167) (857) 6.976 (793) 4.159 Currency adjustments during the period ............ (499) 101 (6.020) 15 (6.403)
Additions during the year ...............ccccccoocoovveeeee 121.800 4.961 156.835 122.695 405.591 Sales during period (747) (15) (2.959) (9.180) (12.901)
Transfer to available for sale ..........ccoouuorrrrrrssrrrins (12.251) - - - (12.251) Depreciation during period 4.994 1.990 23.321 42.016 72.321
Sales dUring period .................ccooeeemsrrrereerervvvvrnnnnns (4.049) (27) (3.776) (75.321) (83.173) Disposals during period ..........ccooovssereervvivivvivnennns (2.235) (3.326) - (1.341) (6.902)
Balance at 31 OCtODET w....vevvvvveesveeeerrrsssssneeerneres 188.211 17.308 160.035 198.187 513.741 Balance at 31 October 2.238 6.442 23.667 78.019 110.366
Accumulated depreciation Carrying Amount
Balance at 1 JANUALY ..........ooeveerrmmmmsserernssssesssssennns 2.935 5.267 0 41.407 49.609 At January 2005 30.943 8.664 - 110.199 149.806
Currency adjustments during the period .......... (192) (285) 2.803 (88) 2.238 At 31 October 2005 137.486 9.616 150.710 151.678 449.490
Transfer to available for sale ...........cccoooveeveverennn. (2.892) - - - (2.892) At 31 October 2006 129.500 7.297 196.025 117.137 449.959
Sales during PEriod w...ocmssssnsssssssnssn (2.347) @) (3.160) (30.505) (36.014) Aircraft is further dividend into aircraft, capatialised engines and rotable spare parts. Aircraft is amortisised over expected lifetime on a
Depreciation during period ...........oveeecneneeence 3.921 2712 9.682 35.695 51.810 ;t‘f:sight line basis, engines are charged in accordance with hours flown and rotable spare parts are amortisised over their expected useful

Balance at 31 October ........cocceeeeveieceereeieee. 725 7.692 9.325 46.509 64.251

Vessels owned by Eimskipafelag Islands ehf. were revalued as a part of purchase price allocation in accordance with IFRS 3 when the com-
pany was aquired.

Prepayments amounting to USD 20 million for new reefer vessels being built are included in vessels and other transportation equipment.
Depreciation, classified by operational category, is shown in the following schedule:

2005/6 2005

1.11-31.10 1.1-31.10

Aviation Services 45.114 37.692
Shipping and Logistics 27.207 11.319
Discontinued operations - 2.299
72.321 51.310

Leased vessels, warehouses and machinery

The Group leases production equipment under a number of finance lease agreements. Some leases provide the Group with the option to
purchase the equipment at a beneficial price. The leased equipment secures lease obligations. At 31 October 2006 the net carrying amount
of leased machinery was USD 8,6 million (2005:USD 2,5 million).

All amounts in thousands of USD. All amounts in thousands of USD.
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Insurance and market value of assets 20. Investment in associates
2005 Insurance value Market value Book value o . ) . L
The Group’s share of profit in its equity accounted investees for the year was USD 0.8 million (2005: USD -0.2 million).
Property and Plants ... 182.726 159.351 137.486
Machinery and eqUIPMENt .......c.cooiciiieiriiieiinniiiie e seses 24.314 9.616 9.616 Summary financial information for equity accounted investees, not adjusted for the percentage ownership held by the Group:
Vessels and other transportation €qUIPIMEI ..o 165.053 150.710 150.710
. 2005 Ownership  Balance at 1 Acquisitions/  Share in net Other Balance at 31
ATTCTAIT ettt ettt et e st e e te e e e b e s eeesaessesssessensesseessensasseensensanns 191.000 186.452 151678 January 2005 sold durmg proﬁt/ (IOSS) adjustments October 2005
563.093 506.129 449.490 theyear  of associate
2006 Harbore Grace, Inc., Canada 25% 426 - 45 231 702
177.725 182.382 129.500 Halship Inc., Can ..., 49% - - (341) 341 0
10.575 7.999 7.297 Freshport, Holla 25% - - 89 (89) 0
938.939 198.570 196.025 Traxx Intercontinental, Holland ............... 20% 66 - 31 (13) 84
136.000 130.500 117.187 Euro Container Line AS, Norway .............. 50% 363 - (27) (336) 0
562.539 469.452 449.959 Shares in 4 other associates ..............cc....... 66 - 0 (13) 53
. o o ) ) 921 0 (203) 121 839
The market value of property and equipments is estimated by the management, supported with issued information from unrelated party.
2006
Daalimpex BV, Holl 40% - 16.142 521 2.902 19.565
Harbore Grace, Inc., Canada .................... 25% 702 - 33 (24) 710
Freshport, Holl 25% - 164 (164) 0
Traxx Intercontinental, Holland ............... 20% 84 - 25 5 114
Euro Container Line AS, Norway 50% - - 79 (79) 0
Avion Aircraft Trading hf. Iceland 49% - 2.903 - - 2.903
Shares in 2 other associates ...........coeeeenee 53 (30) - - 23
839 19.016 822 2.640 23.316

Avion Aircraft Trading hf. was a wholly owned subsidiary of Hf. Eimskipafelag Islands until October 31, 2006, when 51% ownership was
sold. The income statement of Avion Aircraft Trading is included in the consolidation income statement. Net income for the year was USD
5.5 million. Total assets amounted to USD 87.2 million and total liabilities were USD 81.3 million at 31 October 2006.

Eimskipafelag Island ehf. acquired 60% remaining share capital in Daalimpex in January 2007.

Eimskipafelag Island ehf. increased it shareholding in Harbour Grace from 25% to 51% direct and indirect in acquisition in November
2006.

All the associated companies except Avion Aircraft Trading hf. have differend accounting periods from the Group therefore information

on total assets and liabilities are not available and the share in net operating result are for same reason adjusted. The carrying amounts
of these associates are immaterial.

All amounts in thousands of USD. All amounts in thousands of USD.
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21. Financial Assets

Available for sale investments

Balance at 1 January/ 1 NOVEMDET ........c..covuiiiiiiiieiiieicieici ettt
Recognised on acquisition of SUDSIIATIES ........cccceviviiiimeiiiiiiicc s
Additions during Period ... s

Currency adjustments during Period ...

Fair value changes ......

Sold during period ...

Balance At 31 OCLODET .....cuocuieuieiieiiceeeeeeeeeee ettt ettt ettt et e te et e et e teeaseatesaessensensaessensasans

The main portion of the available for sale investmentis 10% share in Atlas Cold Storage and Containership which both became subsidiaries

in beginning of 2007.

The investment included above represents investment in equity securities which present the Group with opportunity for return through

dividend income and trading gains.

Loans and receivables

Balance at 1 November / at 1 JANUATY .....c.oouoviuiiieiceeicee et

Recognised on acquisition of SUDSIIATIES ..........covveviiiiieiiiiiiccie s

New loans during the PEriod ...

Aggregated annual maturities are as follows:

Less than one year

Between two and fiVe YEATS .........o.oiuiiiiiice s

More than fIVE YEATS ........ccvviiuiiiiiiiiciiccct s

2006 2005
35.740 951
- 920
49.001 34.965
(3.387) 1.389
(6.280) (1.705)
(129) (80)
74.945 35.740

2006 2005
7.125 406
59.389 4.372
24.676 3.312
(19.710) (692)
(3.446) (1)
(3.855) (272)
64.214 7.125
10.560 2.815
46.818 3.427
6.836 883
64.214 7.125

The investment included above represent investment in bonds, loans to associated companies and other long-term receivables which

present the Group with opportunity for return through interest income and trading gains. The investment is valued at cost, less an allow-

ance based on impairment by the management.

All amounts in thousands of USD.
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22. Deferred tax

Recognised deferred tax assets and (liabilities)
2005

INtaNGIDIE ASSELS ...vuviveiviiiiiiiict s

Operating fixed assets

Long-term inVeStMEILS ........ceveiiieiiiiiiieieeei bbb

Inventories ........

Receivables

DETIVATIVE ASSELS ..evveevreeireereesteeeieeireesteesteesseesseessaeesseesseessseesseessessssesssessssssssessssssssssssesssenns

Long-term liabilities

Employee benefits

Derivative HADIIITES .........cceeieiecieeteeieeieeteeeeetee ettt et e et e e etesae e e e saeesaessebesseesseseeseens

Carry forward income tax losses

Total tax assets (liabilities) ........ccceverreveeerrerrernerennen

SEL O tAX wovvirieiieieieee ettt ettt eee s

Net tax assets (liabilities)

2006

Intangible assets ........

Operating fIXed @SSELS ......c.cuviiiviiiiiiiiiiiccr s

Long-term investments

Loans and Guarantee deposits (ASSEL) ...

Inventories .............

Receivables

Long-term Habilities .........ccocvuiiiiiiiiiiiiiii s

Employee benefits

Current liabilities

Carry forward inCOME taX IOSSES .......cccueviiiiuimiiiiiiniic s
Other

Net tax assets (liabilities)

All amounts in thousands of USD.

Assets Liabilities Net
84 - 84
256 (8.489) 8.745
626 (278) 904
- (133) 133
763 - 763
- 133 (133)
- (98) 98
55 - 55
4 - 4
12.007 - 12.007
13.795 (8.865) 4.930
(931) 931 0
12.864 (7.934) 4.930
Assets Liabilities Net
27 (58) 85
- (13.914) 13.914
1.112 - 1.112
- 66 (66)
- (40) 40
1.555 (96) 1.651
- (205) 205
167 - 167
- 48 (48)
19.637 3.137 16.500
1.247 - 1.247
23.745 (11.062) 12.683
(1.290) 1.290 -
22.455 (9.772) 12.683
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Movement in temporary differences during the period 23. Inventories
2005 2006 2005
Total value Additiona Entry to Entry to Total value Consumable spare parts 11.864 11.781
1 October  due to merger income equity 31 October Fuel in vessels 9,670 1.993
Intangible assets ........ccocvvireiiiiniiniiniies 50 46 (13) - 83 Other 9791 9,401
Operating fixed assets .........cccoevieinicinicirinnnennns (2.301) (7.220) 1.059 - (8.462) 17.395 16.105
Long-term investments ..........ceeeeeeueecreeerenerenne - 309 (278) 307 338
IOVENtOrieS oo (62) (46) (23) . (181) The Group recognises obsolete and def.ective inventory in the income statement. An all(?wance is Fleducted from inventories in the balance
Receivables - 11 18) ) - sheet and does not represent a final write-off. The allowance is based on management’s best estimate and past experience.
DETrIVALIVE ASSELS .cvucvrrrevreerereeraenseneieeeeensensenennens - - - 169 169 24. Trade and Other receivables
Long-term Habilities ............oorrrvvveersserrrreeesse. 304 - (403) - (99) 2006 2005
Employee benefits ..., - - 53 - 53 Trade receivables 216.097 190.661
Current liabilities 79 4 (76) - - Derivative assets ............cocoeveveunee. - 9.795
Derivative Habilities ............oovvwerveerrreeerseersseneenn. - - 4 - 4 Other receivables 39.423 23.337
Carry forward income tax 10SSes ..........oorvvvvvveennn. 9.138 1.567 2.532 - 18.287 Current maturities of guarantee deposits 12.132 4.080
OUNET oo (39) - 39 - - Loans to associated COMPANIES ......c.cuviiuiriiiiiiiiiiiiicicer s saene s 48.047 -
8 N eY ) N 8.020 (5.229) 2.676 476 5.943 Impairment losses (20.788) (18.599)
Currency difference .......oo....oeervvvereeresveeeressese. (408) (576) (43) 14 (1.018) 294.911 209.274
Total value 31 OCtOber 2005 .ocoocvvvvssvvrrissi 7.612 (5.805) 2.633 490 4.930 Impairment losses have been recognised for doubtful accounts. Impairment losses are determined by management with reference to past
default experience. The impairment losses do not represent a final write-off.
2008 Total value Entry to Entry to Total value The directors believe that the carrying amounts of trade receivables approximates their fair value.
1 October income equity 31 October Impairment losses on trade and other receivables is specified as follows:
Share CaPItal ......coveeieemiuemiiemiieiieiieeieietteestee sttt seaeseaees - (2.077 2.077 0 2006 2005
INtangible aSSELS .......ccceviviiiiiiiiiiiii s (8.049) (110) - (8.159) At 1 November / 1 January 18.599 8.907
Operating fIXed asSets ..o 188 (6.514) - (6.326) Addition dUE 0 ACUISIION OF SUDSIAIATIES wererererereresersersersessessessessessessssssessessessesseeses e 417 10.468
Long-term iNVESMENTS ........ccceiiiiiiiriniciiieiessssssssssssssese s 177 224 1.111 1.512 Final write-off (2.061) (2.935)
INVEINTOTIES ..vovuviriiircieincieecieetietstieeseietsese st tsese ettt sseeeseeees 763 87 - 850 Impairment during period 4.869 1.630
RECEIVADIES ..ottt sttt sseaeaneaes 266 730 - 996 Currency adjustment during period (1.037) 171)
Derivative Habilities .......ceevevereveerereeerereierereeesereessereessesesessesesssesenens 7.182 (4) - 7.178 At 31 October 90.788 18.599
Carry forward income tax losses ... 36 15.796 - 15.832
ONET oo (172) 1139 (167) 800 Bad debt provision is divided between trade and other receivables as follows:
T vttt 391 9.271 3.021 12.683 TTAAE TECEIVADIES ...ttt ettt e 20.788 18.599
CUITENCy dIffErEnCe v vttt 3:546 . 3:516 Other TECEIVADIES ........oiviiiiiiiiiiiic s - -
Total value 31 October 2006 ..o 391 12.817 3.021 16.229 90.788 18.599

At balance sheet date the Group has unused tax losses available against future profits as follows:
2006 2005
Tax loss Deferred tax Tax loss Deferred tax
EXpires in €ight t0 teN YEALS .....cccveevrieerrierieerererreenseeeneserseessesenene 87,956 15,832 53,718 12,007

All amounts in thousands of USD. All amounts in thousands of USD.
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25. Charter & Leisure purchaser
At 31 October 2006 the Group sold its entire Charter and Leisure division for USD 450 million. At 31 October USD 287 million were
unpaid of which USD 259 million where paid in January 2007.

26. Prepaid expenses
Prepayments principally represent prepaid insurance and operating lease rentals charged in advance by certain landlords of leased prop-

ereties.

27. Guarantee deposits (assets)

2006 2005
Guarantee deposits i USD ..o s 15.910 21.889
Guarantee deposits i EUR ......ccooiiiiiiiicc s 181 -
Guarantee deposits in GBP 316 500

16.407 22.389

CUTITENE INATUTITES ...vveveveneeriererietesietestetesestestetesessesseseesessensentesessenseneesessensesessensensesessensensesessessensesessensensesessanes (12.132) (4.080)
Long term guarantee dePOSILS ..........ccceuiiriiiiiiiiiiiiiiiiees st es 4.275 18.309
Movements in guarantee deposits during the period:
At 1 November/ 1 JANUALY ......c.ocuoveiiieiiciicieccict et 22.342 16.262
Additions dUTiNG PETIOA .......ccuiiiiimiiiiiiiiii et 3.580 8.509
Currency adjustments during Period ..o 15 (31)
REPAYINICIILS ...ttt n e (9.530) (2.351)
AL 31 OCODET ... 16.407 22.389
28. Cash and cash equivalents
Cash and cash equivalents are attributable to the following:

2006 2005
Bank balances ............. 228.388 71.623
Marketable securities ... 99 78.723
Cash and cash QUIVAIEIIES .......c..ciuiuiiiiieiiiciti e ss s 228.487 150.346
Cash restricted to USe by the GIOUP ..ot (111.184) 0
Cash available for use by the GIoUp ... 117.303 150.346

At the end of October the Company committed to a payment due to the aquisition af Atlas Cold Storage Income Trust Itd. and that portion
of cash is classified as restricted.

All amounts in thousands of USD.
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29. Assets classified as held for sale

Part of the Group’s warehouses in England and office buildings in Iceland are presented as assets held for sale following the commitment
to sell these assets by the Group’s management. The assets have been put up for sale with estate agents and sales are expected next year.

One airplane with engines is presented as available for sale as a result of managements decision to have fewer types of airplanes in service
within the Group.

Assets classified as held for sale

2006 2005
Property 18.149 9.775
Airplane and engines ............. 6.795 0
24.944 9.775
30. Equity
Issued capital

The Company’s capital stock is nominated in Icelandic kronur. The nominal value of each share is one ISK and one vote is attached to
each share. The shareholders are entitled to receive dividends as declared from time to time. The USD amount of capital stock was 22.0
million at 1 November 2006 (2005; 8,6 million USD). During the period the capital stock was increased by USD 4.5 million of nominal
value and sold for USD 159.0 million. Issued capital is converted to USD using the exchange rate at subscription date. The total number
of shares at period-end was 1.8 million. The articles of association of Hf. Eimskipafelag Islands authorizes the board of directors to issue up
to 267 million (2005; 528 million) new shares to meet future obligations.

Number of USD

shares in

thousands
Outstanding capital stock at 1 January 2005 607.986 8.628
Proceeds from sale of new shares ...........ccccoevviviciiriniicnnnns 373.640 5.813
New shares issued due to acquisitions of subsidiaries ...................... 477.910 7.377
Allocation of treasury stock due to acquisitions of subsidiaries 12.541 195
Outstanding capital stock at 1 November 2005 ... 1.472.077 22.013
Proceeds from sale of new shares 285.094 4.450
Trading with own shares (3.022) (32)
Allocation of treasury stock due to acquisitions of SUbSIAIAIIEs ...........cccovcuriiinicinicinicncrccces 4.271 62
Outstanding capital stock at 31 October 2006 1.758.420 26.493

All amounts in thousands of USD.
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Capital stock is as follows in thousands of shares and USD thousands:

Shares Ratio USD
Total capital SLOCK ISSUEM. ......eevreucuieciieciieirieiieisieiee et se e ssesessesenne 1.793.603 100,0% 27.036
Treasury shares at 31 October 2006 ... (35.183) (2,00%) (543)
Outstanding capital stock at 31 October 2006 .............ccoovevieiiniiciieecee 1.758.420 98,0% 26.493

Share premium
Share premium represents excess of payment above nominal value that shareholders have paid for shares sold by the Company.

Translation reserve
Translation reserve comprises all foreign currency differences arising from the translation of the financial statements of foreign opera-
tions.

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. Due to the sale of the charter and leisure division the Group had no hegde ac-
counting in force at 31 October 2006.

Fair value reserve
The fair value reserve comprises the cumulative net change in the fair value of available-forsale financial assets until the investment is

impaired.

Dividend
The Company has neither paid dividend or declared a payments of dividend.

Share-based payments
The share-based payments reserve represents the liability the Company has towards it’s employees regarding share-based agreements.

All amounts in thousands of USD.

Consolidated statement of Changes in equity

Balance at 1 January 2005

Profit for the period

Foreign currency translation

Change in fair value of hedges net of tax .........ccccoovviriuiriuennnnns
Change in fair value of available-for-sale asset, net of tax ........
Total recognised income and eXpense .........c..ocoevvvervsrierinns

New shares issued

Shares issued due to acquisitions of subsidiaries ..............cc.......
Adjusted balance at 1 November 2005 ........cocooovvirrinrinniinnrinnnns

Profit for the period

Foreign currency translation

Change in fair value of hedges net of tax ........ccccovvuvruerrirnnunnne
Change in fair value of available-for-sale asset, net of tax ........
Total recognised income and eXPense .........c..oowrreerenreenrennes

New shares issued

Purchases of treasury shares

Sale of treasury shares

Change in share option reserve, net of tax .......cc.cocuevverieninnns
Recognised on acquisition of subsidiaries ............c..ccooevverrennees

Balance at 31 October 2006

All amounts in thousands of USD.
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Transla- Share
Issued Share tion option  Hedging  Fairvalue  Retained Minority Total
capital premium reserve reserve reserve reserve earnings Total Interest equity
8,628 28,276 2,655 0 0 0 18,037 57,596 9,459 67,055

- - - - - - 24,947 24,947 (1,202) 23,745

- - 11,793 - - - - 11,793 - 11,793

- - - - (2,956) - - (2,956) - (2,956)

- - - - - (1,461) (1,461) - (1,461)

- - 11,793 - (2,956) (1,461) 24,947 32,323 (1,202) 31,121
5,813 140,450 - - - - - 146,263 (6,762) 139,501
7,572 196,667 - - - - - 204,239 204,239

22,013 365,393 14,448 0 (2,956) (1,461) 42,984 440,421 1,495 441,916

- - - - - - 78,293 78,293 1,063 79,356

- - (27,140) - - - - (27,140) - (27,140)

- - - - 2,956 - - 2,956 - 2,956

- - - - - (3,762) - (8,762) -

- - (27,140) - 2,956 (3,762) 78,293 50,347 1,063 51,410
4,450 154,568 - - - - - 159,018 - 159,018
(820)  (28,141) - - - B - (28,961) - (28,961)

850 29,739 - - - - - 30,589 - 30,589

- - - 760 - - - 760 - 760

- - - - - - - - 27,626 27,626

26,493 521,559  (12,692) 760 0 (5,223) 121,277 652,174 30,184 682,358
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31. Earnings per share

The calculation of basic earnings per share at 31 October 2006 is based on the profit attributable to ordinary shareholders of parent
company of USD 78.3 million (2005: USD 24.9 million) and a weighted average number of ordinary shares outstanding of 1,726 million
(2005: 1,009 million), calculated as follows:

The calculation of diluted earnings per share at 31 October 2006 is based on profit attributable to ordinary shareholders of USD 78.3 mil-
lion (2005: USD 24.9 million) and a weighted average number of ordinary shares outstanding after adjustment for the effects of all dilutive
potential ordinary shares of 1,776 million (2005: 1.008 million), calculated as follows:

Profit attributable to shareholders:

2005/6 2005
Net result:
CONUNUEA OPETALONS ....ooviviiiiiiiiiiiiiii ittt (68.944) 6.324
DiSCONUNUEA OPETALOIS ......eoveeveciaireiniiriicieeeeraeiseseaeeseteeaesee s seas e teessessesaessesseas s ssessesaesaessessessassessessessessessees 147.237 17.422
TOMAL .o 78.293 23.746
Total average number of shares outstanding during the period (in thousands) 1.726.300 1.008.637
Total average number of shares including potential shares (in thousands) 1.775.800 1.008.637
Continued operations
Basic (loss) earnings per share (USD) (0,0399) 0,0063
Diluted (loss) earnings per share (USD) ..o (0,0388) 0,0063
Discontinued operations
Basic/diluted earnings per share (USD) 0,0853 0,0173
Diluted earnings per share (USD) ...ttt 0,0829 0,0173
Total
Basic earnings per share (USD) ... 0,0454 0,0235
Diluted earnings per share (USD) .......ccccooiiiiiiiiiiiiiiiiice s sssssssssaenes 0,0441 0,0235
Weighted average number of shares (in thousands)
Issued shares at 1 November / 1 JANUALY ......covuiiiiiieiiniiiiiccci s ssssss s ssses 1.472.075 607.986
Effect of shares issue 251.266 400.651
Effect of trading with OWN SRAres ... 2.959 -
Weighted average of shares at 31 OCtODET ... 1.726.300 1.008.637
Effect of sShare Options L ISSUE ........ccvviiiiuiiiiiiicicictt st 21.900 0
Diluted weighted average of shares at 31 OCIODET ..........cocueuiueiiieiiieicieieieieieeseie e sseseesesenaes 1.748.200 1.008.637

All amounts in thousands of USD.
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32. Risk management

a. Interest rate risk

The Group has it’s interest rate risk exposure from its debt, and lease liabilities. The Group aims to limit the interest rate risk and to achieve
optimal ratios regarding fixed to float interest rate exposure and the duration of interest-bearing liabilities. The debt and leasing contracts
are mainly denominated in USD.

b. Foreign currency risk

Exposure to foreign exchange rates arises from transactions in currencies other than the Group’s base currency, which is the USD. The
Group differentiates between risk from operations and risk from investments. The currencies giving rise to this risk are primarily the
GBP, ISK and the EUR, though transactions also occur in a number of other currencies. Whenever possible, internal hedging principles
(matching of foreign currency in- and outflows) are applied. The Group then hedges its net transaction exposure externally in the foreign
exchange markets. The Group uses forward exchange contracts and currency options to hedge its foreign currency risk.

c. Liquidity risk
Corporate treasury is responsible for the Group’s liquidity management and funding. The Group aims to maintain sufficient reserves of
cash and cash equivalents in order to meet its liquidity requirements.

All amounts in thousands of USD.
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33. Interest-bearing borrowings Finance lease liabilities
This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings. For more information
about the Group’s exposure to foreign currency risk, see note 32: Finance lease liabilities are payable as follows:
. . 2006 2005
Long-term debt at the end of the year consists of the following:
2006 2005 lease lease
Loans With COIlAtEral iN FIXEA ASSCLS .vv.uunvvvermnrrversnrssessesessssssssssssessssssssssssssssssssssesss st sssssssssssssssssssssssssssssssnes 975.725 316.224 payments Interest Principal payments Interest Principal
Loans with collateral in accounts receivable and SEOCKS ..........coooieieiiiericiieeieeececeteee ettt et eve s ens 288.248 240.116
WANOUE COMALETAL ....vveovvveoeevesesese s ssse s ss s ssss s ss s ss s s ss s sss s 250.289 77.042 Less than one year 2.179 128 2.051 845 40 808
814.962 633.382 Between 1 and 5 years 4.442 207 4.235 830 42 788
More than 5 years ..o, 5 - 5 - - -
2006 2005 6.626 335 6.291 1.675 82 1.596
Nominal Year of matu- Nominal Carrying Carrying
interest rate rity value amount amount
G TR TN 01S) 0 OO 587,7% 20072025 496.005 366.756 194.244 Movements in long term loans:
Loans in GBP 6,27.5%  2007-2025 172.330 159.644 197.762 2006 2005
Loans in ISK 5,3-7,0% 2007-2025 159.434 135.811 36.048 Balance at 1 November/ 1 JANUALY ......cccccuriiuriiiriiiiciiciiciic it sse s sssssassssanes 633.382 242.384
L0ans in EUR ....ccoeeeeeeeeeeeeeoeessessseeeeeeesesessoeesssssssssseseeeeeeee 3,75,0% 20072025 105.386 89.452 92.105 Addition due to acquisition of subsidiaries 23.569 180.936
Loans in CHE ........orrvveriveneieneisssssssssssssssssssssssssssssssssens 243,0%  2007-2025 35.501 26.282 50.941 New loans during the period 594.183 336.408
LOANS I JPY 1.oiveeonieeencesesneeesseesessssessssss st ssessssessssesnns 1,629% 20072025 19.078 13.978 31.757 Payments during the period ..., (448.393) (110.913)
L.0anS in OthEr CUITENCIES ...vcunvvvernnrevsessesesesserssssssssssssseeresnns 4,15,0%  2007-2025 27.085 22.339 30.525 Currency fluctuation and indexation 11.521 (15.432)
1.014.820 814.962 633.382 Balance at 31 October 814.262 633.382
CUITEINE INALUTITES +.v.veveveveveveererererseseesesesesesesesesesesesesesesesssssssssssssssssssssssesesesesesesesesesesesssssssssssssssssssesssesesesesesesesesens (363.115) (222.177)
Non current interest bearing loans and BOITOWINGS .........ccccciiiiiiiiiiiiii s 451.147 411.205 34. Deferred income
Deferred income principally represent operating lease rentals charged in advance by certain landlords of leased properties. Provisions
Aggregated annual maturities are as follows: are made for onerous leases where completed properties leased by the group are either vacant or where the operating lease rentals paid
2006 2005 exceed the rental income received under non-cancellable contracts.
On demand Or Within ONE YEAT .......ccccviiiiiiiiiiiiiiii s 363.115 222.177
Between one and fIVE YEATS .........ccviiiiiiiiiiiic s 247.255 288.421 35. Other payables
After more than fIVe YEATS ... s 203.892 122.784 2006 2005
814.962 633.382 Other liabilities 115.123 185.617
Unearned transportation revenue 646 54.193
Current maturities of guarantee deposits 500 5.080
Derivative liabilities - 10.357
116.269 255.247

All amounts in thousands of USD. All amounts in thousands of USD.
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36. Share based payments Expensed in income statement is as follows:
On 19 January 2005 the Group established a share option programme that entitles key management personnel to purchase shares in the In financial statement 2006 927
Company. In accordance with this programme options are exercisable at the market price of the shares at the date of the grant. Less than one year 1.237
The grantees can only exercise their rights at the vesting dates which are 10 January 2007, 10 January 2008 and 10 January 2009. Between tWO and thICE YEATS .........c.ccuuiuiiiiiiiiciiecicecicie e 1.516
The terms and condition of the grants are as follows; all options are to be settled by delivery of shares: 3.680
Grant date/employee entitled Number of Vesting condition = Contractual 37. Operating lease arrangements
shares “000 life of The Group as lessee
option .
Non-cancellable operating lease rentals are payable as follows:
Option granted to key management on 19 January 2006 16.500  Employee must be working for the Group 1 day
on 10 January 2007
Opti d to ki 19] 2006 16.500  Empl b king for the G 1d 2006 2003
ption granted to key management on 19 January . mployee must be working for the Group ay
on 10 January 2008 LeSS NIl ONE JEAT ...c.uuiiieiiiciiiciicicacicsci st enas 123.262 153.305
Option granted to key management on 19 January 2006 16.500  Employee must be working for the Group 1 day Between two and five years 237.405 247.043
on 10 January 2009 More than five years 837.665 41.720
1.198.332 442.068
The number and weighted exercise prise of share options as follows: The Group has subleased aircraft for approximately USD 171 million, of that amount USD 68 million is due within twelve months. The
lease period varies from few months up to twelve years. The aircraft is returned after lease agreements expire.
2006 Weighted average = Number of options
exercise price ‘000
Outstanding at 1 NOVEMDET ... ans - - 38. Statement of cash flow, additional information
GrANEd AUTNG PETIOU w.ovvrreee oo seeees et eseee s 38,3 49.500 2005/6 2005
FOrfeited dUING PETO w...oorioooooeeesecees oo seees oo seees oo 38,3 (27.600) 1.11-31.10 1.1-31.10
Outstanding AL D1 OCLODCT e 38,3 21.900 Operating F ] 1 L1 ST (11734) 16.31 7
EXETCISADIE At 31 OCLODET eovevvvreeverierernicriseeesseeeseeeseseesssssssssesesssesessssessssesssssesssssesssessesssnessssnecs 0 0 Depreciation and impairment of fixed assets 72.321 48.926
. . . . ) Amortization and impairment of intangible assets and goodwill 3.642 1.714
The options outstanding at 31 October 2006 have an exercise price of 38,3 per share and a contractual life of one day. Currency fluctuation and INAEXAON ........ccuviuiiiriiiiiii s 5 (3.052)
The fair value services received in return for share options granted is based on the fair value of share options granted, measured a binomial Gain on sale of fixed assets (19.328) (21.139)
lattice model, with the following inputs: Other changes 3.886 (1.381)
Key manage- Operating profit before changes in working capital ... 53.792 41.385
ment Personnel Changes in operating assets and liabilities (106.020) 17.138
Fair ValUE At GIANT AALE ......cvuveiieeiieciiieiietceieteiet ettt bttt bbbt s sttt sseaennaes 3.680 Cash to operations ...........ccccoceecunenee. (52.228) 58.523
Share price 38,3 Interest paid (1.258) (16.659)
FIXETCISADIE PLICE «rvvvueevesaeeesseeesseeesseeesseeessseesssseeessseeessses st ss e ee s ee s e8 888818818888t 38,3 Interest received (3.589) 260
EXPECLEA VOLALIILY ..ecvuveirierieciraicieicietcieeie ettt se sttt esaesaesaensesncas 28,8% TNCOME TAX PA evreveeririrrririrerereerireiseneetisesaeseeaessess i ssesestase s st s ssessst s seesese s seesssessessesssessessnstessessnssnessens (1.518) (772)
OPUON TR .ottt 2 Net cash (to) from operating activities (58.593) 41.352
EXPECIEA QIVIAEIIA. ...ttt sttt sttt sttt sttt s st sseacsencs 10% At the end of the financial year 2006 HE, Eimskipafélag Istands sold its XL Leisure Group for USD 450 million. XL Leisure Group was
Risk-free interest rate (based on Icelandic government bonds) ... 9,4% recently formed from the Charter & Leisure division within the Group and consisted of Excel Airways Group in the UK, Star Airlines in
France and Star Europe in Germany. The purchase price is paid as follows: With cash amounting to USD 136,6 in 2006, cash paid in 2007
USD 280 million, with convertible loan note amounting to USD 25,4 million and assignment of loans amountin to USD 8 million. Only
No share-based programme existed on 1 November 2005. the direct payments of cash relating to these transactions are shown in the statement of cash flow.
Fair value @t GIant dAte ..........ooeueieiiiiniiiiiiccic ettt 38,3

All amounts in thousands of USD. All amounts in thousands of USD.
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39. Capital commitments

In the year 2005 Avion Aircraft Trading hf., then a wholly owned subsidiary of Hf. Eimskipafelag Islands, became the second lunch custom-
er with Boeing of the B777 freighter program by signing and confirming orders for the purchase of eight B777-200 long range freighters.
The new aircraft are to be delivered in the years 2009 to 2011. The total amount of the commitment according to the sales agreements
amounts to USD 1.260 million. In October 2006 Hf. Eimskipafelag Islands sold 51% of it’s shareholding in the Company. Despite the sale
Hf. Eimskipafelag Islands guarantees full payment to Boeing for the B777 freighter planes.

Avion Aircraft Trading hf has entered into agreements for the purchase of a total of seven Boeing 747400 aircraft where Hf. Eimskipafelag
Islands has guaranteed payments. The amount guaranteed by the Company is USD 243 million according to the sales agreements.

Aloan in the amount of USD 280 million which is a partial payment to Hf. Eimskipafelag Islands for the sale of the XL Leisure Group
is guaranteed by the Company. The loan is to be repaid in full on 5 March 2008. The Company has also guaranteed the repayment of
a “Committed Revolving Credit Facility” granted to Excel Airways Group PLC in December 2006 in the amount of GBP 20 million for a
period of six months.

Hf. Eimskipafelag Islands has guaranteed the repayment of a loan to Landsbanki Islands hf due to the sale of twe Boeing 737 aircraft in the
year 2005 to TEM Enterprises Ltd. The original amount of the loan was USD 15.5 million. The Company has further guaranteed other
commitments of TEM Enterprises in the amount of USD 1,8 m.

Hf. Eimskipafelag Islands has guaranteed the repayment of a loan takem by Star XL Germany in the amount of EUR 7 m. The guarantee
will remain unchanged to 30 September 2008 despite the sale of the company.

Avion Aircraft Trading hf has entered into agreements for the purchase of seven Boeing 747-400 aircraft where Hf. Eimskipafelag Islands
has guaranteed payments. The amount guaranteed by the Company is USD 243 million according to the sales agreements.

In November 2005 Eimskipafelag Islands ehf. received a new reefer vessel, Svartfoss. The second vessel, Storfoss, was delivered in Novem-
ber 2006 and the remaining four vessels are to be delivered in 2007 and 2008. Total commitment due to these purchases amounts to USD
93 million.

40. Contingencies

On 31 October the Company sold it’s Charter and Leisure division to a group of investors lead by it’s management. At the same time the
Company also sold 51% shareholding in the previously wholly owned subsidiary Avion Aircraft Trading ehf. to investors led by it’s man-
agement. As part of the sales process there are guarantees and contingencies accepted by Hf. Eimskipafelag Islands that have not been
released. The contingencies are as follows:

Avion Aircraft Trading hf.
Hf. Eimskipafelag Islands has agreed to guarentee a loan to be taken by Avion Aircraft Trading hf up to USD 50 million if the company
requests so in writing.

According to a shareholders’ agreement the new owners of 51% share of Avion Aircraft Trading hf have the right at any time to purchase
the remaining 49% shareholding in the Company for USD 32 million.

The Company has agreed to guarantee the lease payments from Air Atlanta Icelandic hf to Avion Aircraft Trading hf for the lease of four
Boeing 747-400 aircraft. The first aircraft will be delivered to Air Atlanta Icelandic in August 2007. The other three aircraft are scheduled
to be delivered in 2008, 2009 and 2010. The lease period for each aircraft is 120 months from delivery. The monthly lease payments are
USD 830.000 for each aircraft.

Hf. Eimskipafelag Islands has guaranteed a loan taken in November 2006 by Avion Aircraft Trading hf in the amount of USD 21 million
for the purchase of one Airbus 300.

Hf. Eimskipafelag Islands has further agreed to guarantee a loan taken in December 2006 to finance the purchase of one Boeing 747-400F
in the amount of USD 65 million. This aircraft was purchased by a newly founded company Mezza International Holdings Inc which is
owned by Avion Aircraft Trading hf. The Company is scheduled to be sold to Air Atlanta Icelandic hf. The aircraft has been leased to Air
Adanta Icelandic hf. and Hf. Eimskipafelag Islands has guaranteed the lease payments until the company is sold to Air Atlanta Icelandic
hf.

All amounts in thousands of USD.
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XL Leisure Group

The Company has guaranteed to reimburse the purchaser for all tax payments that might occur during a period of seven years from the
date of the sale but affect periods prior to the sale and were not accrued for at the date of the sale. The Company has also undertaken
to keep the purchasers indemnified and hold harmless for a period of two years from and against all and any losses, liabilities, damages,
claims, costs which may be suffered or incurred by any member of the Group in connection with or as a concequence of the transfer agree-
ments and all actions carried out pursuant to the terms of those agreements. The maximum aggregate liability of the Company in respect
of all tax claims and warranty claims shall in no circumstances exceed GBP 10 million.

All guarantees by the Company due to lease agreements on aircraft operated by XL Leisure Group will remain unchanged to 1 March 2007
despite the sale.

The Company has agreed that if the persons who exchanged their shares in the Company for shares in XL Leisure Group become liable to
make any payment of tax to any tax authority in respect of the exchange of shares the Company will loan to the persons an amount equal
to the relevant tax liability. The maximum tax that could become payable is estimated to be GBP 7 million. If such a loan is granted it will
bear interest that is LIBOR plus 2%. The loan is to be repaid when the persons dispose of the whole or substantially the whole of their
holding of shares for a cash consideration which equals og exceeds the purchase value.

Star Airlines

Star Airlines was acquired in January 2006. A part of the purchase price (4,6 million Euros) was to be paid only if certain conditions
concerning financial position and operational performance were met. The Company’s managment believes that the performance of
Star Airlines did not meet these conditions and the Company is therefore not obliged to make the payment. The seller, which is now in
receivership, has stated that he disagrees with this view but no further action has been taken. According to information received from the
Company’s lawyer the outcome of a possible dispute on this matter will not be material.

Eimskipafelag Islands ehf.

In August 2002 Eimskip’s biggest competitor, Samskip hf., lodged a complaint that Eimskip had violated Article 11 of the Icelandic Compe-
tition Act on prohibition on abouse of a dominant position. The Competition Authority carried out an inspection at Eimskip’s headquar-
ters in September 2002 and obtained documents and electronic data as part of a probe into the allegations.

In May 2006 the Competition Authority invited Eimskip to submit its comments on the Authority’s initial view of the case where the Au-
thority stated that Eimskip hat abused dominant position. Comments were submitted in August. One of the issues addressed in Eimskip’s
comments was the question of who should be liable for paying potential fines if fines were to be paid at all. Due to restructuring/demerger
of Burdaras, Eimskip“s former parent company, the company is of the opinion that it could not be held liable for fines. The case is still
pending but a decision of the Competition Authority is expected in early 2007. It is to be expected that the Authority will impose sanctions
but the amount of possible fines is uncertain and also at whom the decision will be addressed.

All amounts in thousands of USD.
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41. Related party transactions
Identity of related parties:

The Group has a related party relationship with its subsidiaries (see note 42), associates (see note 21) and with management.
Loans to and from related parties were as follows:

Payable from Payable to
related parties related parties
2006 2005

Loans to associates
Avion AIrcraft Trading Dl .....c.coceieicriieeceeteeeeeie ettt sttt ssaes 47.447 -
Freshport Freshport ..........c.c.c....... 332 -
Harbour Grace Harbour Grace ..... 268 -
48.047 -

Other loans

Magnus ThOTSLEINSSON .......viuiuiiiiiiiiiiiiiei st asaeae - 11.382.016
Total loans to and from related PATties ... 2.782.991 11.382.016

No relevant transactions were between associates and the Group during the period. All agreements are priced at an arms length basis. The
loan from Magnus Thorsteinsson was repaid in November.

42. Group entities
Significant subsidiaries

At period-end the Company owned 3 subsidiaries that are all included in the consolidation. The subsidiaries further owned 74 active sub-
sidiaries at year-end. The subsidiaries that are included in the Group are as follows:

Name of subsidiary Place of registration Owner ship % Principal activity

Air Atlanta Icelandic hf Iceland 100% Aircraft, crew, maintainance
and insurance

Avia Technical Services Ltd England 100% Maintenance provider

Eimskipafelag Islands ehf Iceland 100% Shipping and Logistic

At the end of the financial year 2006 Hf. Eimskipafelag Islands announced that it had reached agreement for the disposal of the entire
issued share capital of XL Leisure Group for USD 450 million. XL Leisure Group was recently formed from the Charter & Leisure division
within the Group and consisted of Excel Airways Group in the UK, Star Airlines in France and Star Europe in Germany.

The Board of Hf. Eimskipafelag Islands also announced the sale of its 51% holding in Avion Aircraft Trading hf. for USD 51 million at 31
October 2006.

All amounts in thousands of USD.
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43. Subsequent events

In the beginning of August the Company announced its intention to acquire all of the outstanding trust units of Atlas Cold Storage Income
Trust. The acquisition was completed on 2 November when 86% share was acquired. The total cash consideration paid for the Trust
amounted to CDN$ 634 million. The acquisition was made through Eimskip Atlas Canada, Inc. a wholly-owned subsidiary of Eimskip. Adas
Cold Storage will be included in the consolidation as of 2 November 2006.

In November 2006 the Company increased its shareholding in the Finnish shipping company Containerships to 65%. The Company has
an option to acquire the remaining 35% shareholding.

In January 2007 the Company acquired the remaining 60% share in the Dutch cold store company Daalimpex beheer B.V.
In November 2006 the Company increased its shareholding in Harbor Grace Coldstore in Newfoundland from 25% to 51%.

44. Quarterly statements (Unaudited)

YTD Q4 Q3 Q2 Q1

2005 2006 2006 2006 2005/6

Operating revenue 1.040.036 358.022 229.692 209.112 243.210
Operating eXpenses ............coeeeeeeececescurceees (1.051.770) (372.634) (228.666) (217.433) (233.037)

Total operating revenue (11.734) (14.612) 1.026 (8.321) 10.173
Financial eXpenses ........c.ccoevvrcuivrinicncnnnnnnnn. (65.050) (2.796) (12.330) (46.093) (3.831)

Result before income tax .........coeeeveverererenenes (76.784) (17.408) (11.304) (54.414) 6.342
Income tax 8.903 1.078 1.888 8.341 (2.404)

Result from continuing op. .......ccccceveveeeuennnee. (67.881) (16.330) (9.416) (46.073) 3.938
Discontinued operations 147.237 164.551 12.251 (15.685) (13.880)
Profit for the period 79.356 148.221 2.835 (61.758) (9.942)

All amounts in thousands of USD.
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45. Financial ratios
An overview of the operations of the Group for the last four years in thousands of USD:

2006 10m 2005 2004 2003
Income statement:
OPETatiNgG TEVEIIUE .......vrvreeeeeamacmeeeeeeseeeeeeesemsessesesssessaecsesaemsessessens 1.040.036 1.401.491 496.774 228.268
OPpEerating EXPENSES .......cevevirerereriiirieiesiiieeseseseeeiesessssesesessssaeaes (1.051.770) (1.354.809) (495.893) (241.299)
EBIT oottt (11.734) 46.682 881 (13.031)
Depreciation and amortization ... 75.963 53.842 23.487 15.925
EBITDA ..ottt et nene 64.229 100.524 24.368 2.894
Balance sheet:
FIXEA ASSELS «..vcviveeiuiniiiiniririrreetetetete ettt nenene 949.110 1.053.344 319.597 68.142
CUITENE ASSELS ..eveevrersiererseseessessessasssessessssssssssesssssssnsesessssssnsesesssssnses 893.181 439.307 157.068 52.720
1.842.291 1.492.651 476.665 120.862
TOtAl EQUILY ..ot 682.358 441.916 67.055 23.573
Long-term Habilities ... 518.233 420.836 169.560 23.260
Current Habilities .........ccceeeueeeeeiiinirnnennesereeeereeeresevenesesesescaeaes 641.700 629.899 240.050 74.029
1.842.291 1.492.651 476.665 120.862
The main financial ratios and key figures for the Group are as follows:
2006 10m 2005 2004 2003
EQUILY TAUO ecververrerrirerienienireniesireseseneesiesssesssesssesssesisessessesssesssessnes 37,0% 29,6% 12,1% 19,5%
CUTTEIIE TATO .ttt ettt e eeaeeee et e eeseeseseseeseeeesesseseseesesnen 1,39 0,71 0,65 0,71
RELUITL O EQUILY wcerevereverecercerrereceenesesesessessecssecssessecssecsesssecsnecssecsnes 14,3% 13,9% 44,4% -49,3%
Working capital provided by operating activity. ..........ccccoeuverivuennnee 20.303 71.535 18.852 (544)
(11.734) 46.682 881 (13.031)
EBITDA ..ottt ettt 64.229 100.524 24.368 2.894
EBIT / FEVEIIUE et eesee e terese e eesesesesseesesaesenes -1,1% 3.3% 0,2% 5,7%
EBITDA / TEVEINIUEC eeeveeeeeeeeeeeeeeeeeeeeeeeeeeeeeseserereseseeseseeseeseeaeaenenenenens 6,2% 7.2% 4,9% 1,3%
Total block hours fIOWI ......ceuvuiiririniiireieesiesetees s eneseeaes 71.236 133.053 120.987 67.011

All amounts in thousands of USD.
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Hf. Eimskipafélag Islands

Pann 1. jandar 2005 var Hf. Eimskipafélag Islands (Avion Group) stofnad sem fjarfestingafélag a svidi flutninga.
Avion Group breytti nafni sinu i Hf. Eimskipafélag Islands i névember 2006. Markmid félagsins er ad verda leid-
andi fjarfestingafélag 4 svidi flutninga 1 lofti, 4 1adi og 1 legi. Fra upphafi hefur félagid vaxid mikid med ytri og
innri vexti par sem stjornendur félagsins hafa komid auga 4 teekifzeri til vaxtar, byggd a eigin pekkingu og reynslu

a sinu svidi.

Avion Group verdur

Hf. Eimskipfélag Islands

Hf. Eimskipafélag Islands var stofnad pann
1. jantar 2005 sem Avion Group og er meg-
indhersla félagsins ad fjarfesta 4 svidi flutn-
inga. I dag fer starfsemi félagsins fram i
tveimur détturfélogum pess; Air Atlanta
Icelandic og Eimskip. Adur skiptist félagid 1
prju atkomusvid: Aviation Services, Charter
& Leisure og Transportation & Logistics.

Med nylegri s6lu a4 XL Leisure Group, sem
var leiguflugs- og ferdapjonustuhluti félags-
ins (Charter & Leisure), og solu 4 51%
hlut 1 Avion Aircraft Trading leggur félagid
aherslu 4 aframhaldandi uppbyggingu a
flutningastarfsemi Eimskip, Air Atlanta Ice-
landic og tengdra félaga.

Hf. Eimskipafélag Islands 4 49% hlut i Avion
Aircraft Trading, sem var stofnad tilad kaupa
og selja flugvélar og sja um fjarfestingar 1
flugvélum fyrir samsteeduna. A sidustu 18
manudum hefur félagid verid mjog virkt og
fjarfest 1 24 Boeing og Airbus flugvélum og
selt hluta peirra aftur. Medal annars hefur
félagio keypt atta Boeing 777-200 fraktvélar
sem verda afhentar 4 arunum 2009 til 2011.
Bokfaert verdmeeti 49% hlutar, sem enn er

i eigu Hf. Eimskipafélags Islands, er prjar
milljénir Bandarikjadala.

Eftir lok fjarhagsarsins 2006 sampykkti hlut-
hafafundur ad breyta nafni félagsins 1r
Avion Group i Hf. Eimskipafélag Islands.
Sindri Sindrason og Pér Krisjansson voru
kjornir 1 stjorn félagsins af hluthafafundi 1
stad peirra Arngrims Jéhannssonar og Ea-
monn Mullaney.

Sagan )

Pratt fyrir ad Hf. Eimskipafélag Islands veeri
stofnad pann 1. jandar 2005 samanstendur
félagid af mismunandi félogum sem eiga
langa og g6da sdgu ad baki.

begar Avion Group hof starfsemi samanst6d
félagid af 100% hlut i Air Adanta, 71,4%
hlut i Excel Airways Group, 100% hlut {
Islandsflugi, 100% hlut i Avia Technical
Services and 90,1% hlut i Sudurflugi. I upp-
hafi drs 2005, sameinudust flugfélogin Air
Adanta og Islandsflug og nafn sameinads
félags var Air Atlanta Icelandic.

Hf. Eimskipafélag Islands keypti Eimskip 1
juni 2005 og 1 framhaldi af peim kaupum
urdu afkomusvid félagsins prju: Aviation
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Services, Charter and Leisure and Shipping
and Logistics.

I jantar 2006 var Hf. Eimskipafélag Islands
skrad 1 Kaupholl Islands.

Fra skraningu hefur félagid haldid afram ad
fjarfesta i félogum sem samremast rekstri
félagins og a arinu 2006 var fjarfest baedi 1
félogum sem tengdust rekstri leiguflugs og
flugbjonustuhluta félagsins sem og Shipp-
ing og Logistics 1 gegnum Eimskip sem
einnig hefur vaxid med innri vexti.

bann 30. oktober 2006 seldi Hf. Eimskipa-
félag Islands flugpjénustu og leiguflugshluta
félagsins sem bar nafnid XL Leisure Group.
Kaupendurnir voru stjérnendur XL Leisure
Group. Ad auki seldi Hf. Eimskipafélagid
51% hlut i Avion Aircraft Trading med g60-
um soluhagnadi. I dag samanstendur félag-
i0 pvi af tveimur détturfélogum, Eimskip og
Air Atlanta Icelandic.

Air Atlanta Icelandic

Air Atlanta Icelandic var stofnad 1986 og
er leidandi a svidi pjonustuleigu flugvéla 1
heiminum. Air Atlanta Icelandic er ACMI-
flugfélag (Aircraft, Crew, Maintenance,

Insurance) og leigir baedi frakt- og farpega-
flugvélar med allri ahofn til annarra flug-
félaga.

Stér markadshlutdeild, jakvett umtal, 6flug-
ur hépur vidskiptavina og yfirburdapekking
a markadi er grunnurinn ad sterkri st6ou
Air Atanta Icelandic i dag. Endurnyjun
flugflota Air Atlanta Icelandic er hafin og
hyggst félagid auka mikilvaegi fraktflutn-
inga innan félagsins. Air Atlanta Icelandic
er dotturfélag Hf. Eimskipafélags Islands.

Eimskip

Eimskip bydur vidskiptavinum heildarlausn-
ir 1 flutningum, p.m.t. skipaflutninga, flug-
flutninga og landflutninga, med sérstakri
aherslu a hitastyrda flutninga og geymslu.
Eimskip rekur 163 starfsstodvar i Evropu, N-
Ameriku, S-AAmeriku og Asiu. Fyrirtekid er
med 40-50 skip 1 rekstri, 1.350 flutningabila
og yfir 100 frystigeymslur. Hja Eimskip starfa
um 8.500 manns, par af um 7.500 erlendis
en starfsfolkid byr yfir mikilli pekkingu og
reynslu 4 svidi flutninga.

Eimskip var fyrsta islenska skipafélagid en
fyrirtaekid hefur préast mikid sidan frd stofn-
un pess arid 1914. I upphafi sa fyrirtaekid
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einungis um sjoflutninga en 1 dag byour
Eimskip alhlida flutningspjonustu.

Eimskip leggur dherslu a langtima samband
vid vidskiptavini og pvi er vidskiptavinum
bodin hagaeda, virdisaukandi pjénusta sem
snidin er ad porfum hvers og eins.

Sex markadir

Eimskip starfar a sex moérkudum um
allan heim, i Nordur-Atlantshafi, Evrépu,
Bretlandi, Eystrasaltssvaedinu og Russlandi,
Ameriku og Asfu. Eimskip hefur nad ad
skapa sér sterka imynd sem markadsdrifid
fyrirteeki 4 pessum morkudum, sérstaklega
a Norodur-Atlantshafssvaedinu sem adur var
skilgreint sem heimamarkadur félagsins.
Umfang starfsemi Eimskips 4 pessum sex
morkudum hefur farid ort vaxandi 4 und-
anféornum tveimur arum. Sem daemi pa
var pridja skrifstofa Eimskips i Kina nylega
opnud og félagid gerdi 4 dégunum samn-
ing um rekstur a steerstu keeligeymslu Asiu.
Félagid fjarfesti i kanadiska keeligeymslufyr-
irteekinu Atlas Cold Storage, sem rekur 53
frysti- og keeligeymslur vidsvegar um Nordur-
Ameriku, en fyrirtaekid hefur geymslugetu
upp 4 770.000 vorubretti og hysir 4.500
starfsmenn. A siasta ari jokst umfang starf-

semi félagsins a Eystrasaltssvaedinu 1 kjolfar
kaupa a meirihluta i félégunum Contain-
erships og Kursiu Linja en frd og med 1.
febraar sidastlidnum var rekstur félaganna
samraeemdur undir nafni Containerships.
Einnig hefur ordid mikil aukning 4 flutn-
ingastarfssemi utan hefdbundinna deetlunar-
siglinga.

Horft til framtidar

Stefnan er skyr, Eimskip bydur vidskiptavin-
um heildarlausnir i flutningum, p.m.t. skipa-
flutninga, flugflutninga og landflutninga,
med sérstakri dherslu a hitastyrda flutninga
og geymslu dsamt dreifingu. Mikil dhersla er
16gd a ad bj6da upp 4 heildarlausnir.

Framtidarsynin er i raun 1 pripzett. Fyrst hef-
ur verid 16gd ahersla a ad Eimskip vidhaldi
markadsleidandi st6du sinni sem alhlida
flutningafélag i Nordur-Atlantshafinu og i
60ru lagi hefur verid 16gd ahersla 4 ad Eim-
skip verdi leidandi adili 1 stuttum siglingum
1 Evropu, med meginaherslu a Russland og
Eystrasaltssveedio.
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Hf. Eimskipafélag Islands

Heildartekjur a arinu 2006 $1.040
EBITDA $64 milljonir - EBIT $-12 milljén

Tap fyrir skatta $77 milljonir
Hagnadur eftir skatta $79 milljénir
Heildareignir 1 drslok $1.842 milljonir
Veltufé fra rekstri $20 millj6nir

Veltufjarhlutfall 1,39

A drinu 2006 var heildaratkoma Hf. Eim-
skipafélags Islands dswettanleg. Arid ein-
kenndist af miklum ytri vexti en i lok ars var
eitt af premur afkomusvidum selt. EBITDA
félagsins af nuverandi starfsemi nam $64
milljonum 4arid 2006. EBITDA afkomusvid-
anna priggja sem myndudu samstaeeduna ar-
id 2006 ad vidbazttum séluhagnadi af Avion
Aircraft Trading nemur $135 milljonum.
Félagid leggur aherslu a aframhaldandi upp-
byggingu 4 flutningastarfsemi Eimskips, Air
Adanta Icelandic og tengdra félaga.

I byrjun dgst tilkynnti Hf. Eimskipafélag Is-
lands azetlanir félagsins um yfirtékutilbod i
alla hluti Atlas Cold Storage Income Trust a
genginu 7 CAD a hlut. Heildarkostnadur yf-
irtokunnar, ad vidbattum aztludum skuld-
um félagsins var ad andvirdi 630 milljéna
Kanadadollara. Tilbodid var gert i gegnum
Eimskip Atlas Canada, Inc., sem er doéttur-
félag Eimskips. Eftir ad tilbodid hafdi verid
framlengt prisvar nadi Eimskips Atlas Can-
ada, Inc. samkomulagi vid Atlas Cold Stor-
age um yfirtokutilbod 1 allt hlutafé félagsins.
Samkomulagid f6l 1 sér ad Eimskip haekkadi
tilbod sitt ir 7 CAD 4 hlut i 7,50 CAD 4 hlut.
Eftir itarlega skodun 4 valmoéguleikum vard-
andi framtidarstefnu félagsins akvad stjorn
Atlas Cold Storage ad tilbod Eimskip vaeri
hagstaett fyrir hluthafa Atlas og meelti stj(’)rn—
in einréma med pvi ad hluthafar tzekju nyja
tilbodinu. T kjolfarid eignadist Eimskip alla
hluti i Atlas Cold Storage.

I lok september keypti Innovate Holdings
Limited, dotturfélag Eimskips, allt hlutafé
i Corby Chilled Distribution Limited sem
er leidandi 1 hitastyroum flutningum a mat-
vaelum 1 Bretlandi. Kaupin styrkja stefnu
Eimskips um ad verda leidandi adili i hita-
styroum flutningum a alpjédavisu og baeta

Ytirlit 2006

EBITDA me0 aflagdri starfsemi og soluhagnadi af AAT $135 milljénir

Eigio fé 31. oktéber $682 millj6nir - eiginfjarhlutfall 37%

Uppgjorsmynt Eimskips ehf. verdur evra fra og med 1. névember 2006

vid oflugt pjénustunet sem samanstendur
af kaeligeymslum, 6flugum dreifileidum og
flutningakerfum i Bretlandi. Mikil samlegd-
arahrif eru milli fyrirtzekjanna og getum vid
nu bodid vidskiptavinum okkar 1 Bretlandi
upp 4 enn betri og umfangsmeiri pjénustu
hitastyrdum flutningum.

Eimskip gekk einnig frd kaupum 4 65%
hlut i finnska skipafélaginu Containerships
i september. Nu er unnid ad sameiningu
Containerships og Kursiu Linija sem Eim-
skip eignadist fyrr 4 arinu og mynda félog-
in eitt stersta flutningabandalag Evrépu 1
styttri siglingum (short sea). Stefna Eimskips
er ad verda leidandi adili 1 styttri siglingum a
markadssvaedinu sem vaxa gifurlega hratt.

I oktéber festi Eimskip kaup 4 100% hlut i
bandariska  flutningsmidlunarfyrirteekinu
Pacific Tramper Services en félagio hefur
verid leidandi 1 flutningum 4 frosnum fiski
fra Alaska 1 yfir 20 ar. Fyrirtekid er med ad-
alskrifstofu 1 Seattle 4 vesturstrond Banda-
rikjanna og umfangsmikla starfsemi i Dutch
Harbor i Alaska, tengda rekstri a frysti-
geymslu og hafnaradstodu. Kaup Eimskips
a PTI mun styrkja stddu Eimskips 1 Alaska
verulega, m.a. med moguleikum a frek-
ari préun 4 frystigeymslupjonustu i Dutch

Harbor og préun a frystiskipapjénustu til
Evréopu og Asiu. Pa opnast moguleikinn
a pvi ad tengja Alaska og nordvesturhluta
Bandarikjanna vid alpjodlegt flutnings- og
frystigeymslunet Eimskips.

I lok ars sampykkti stjorn Hf. Elmsklpafelags
Islands tilbod fra hopi fjarfesta upp a $450
millj6nir (30,6 milljarda kréna) i XL Lei-
sure Group sem var eitt priggja aftkomusvida
félagsins. XL Leisure Group annadist leigu-
flugs- og ferdapjonustuhluta félagsins.

Stjérn Hf. Eimskipafélags Islands sampykkti
einnig tilbod frd hopi fjarfesta { 51% hlut {
Avion Aircraft Trading upp 4 $51 milljén
(3,5 milljarda kréna). 49% verda afram i
eigu félagins og er eignarhluturinn békfeerd-
ur 4 um $3 milljénir (200 millj6nir kréna).

Innan XL Leisure Group er Excel Airways
Group i Bretlandi, Star Airlines i Frakklandi
og nystofnad félag 1 Pyskalandi dsamt fjolda
d()tturfélaga i somu 16ndum. Afkomuein-
ingin var seld { heild sinni. Hf. Eimskipa-
félag Islands veitti bakdbyrgd vegna hluta
fjarmoégnunar 4 kaupunum ad fjarhaed $280
milljénir. Abyrgéln gildir til 1. mars 2008.
Hluti kaupverdsins var greiddur med hluta-
bréfum i Hf. Eimskipafélagi Islands sem

Fjarhagsdagatal 2007
Arsfjoroungsuppgjor verda birt:

Arsfjordungar Timabil
Fyrsti L. nov. - 31. Jan. vika 12
Anmar  L.feb-30. apr. vika 25
Pridji  Lmai-3Ljdl vika 38
Fordi  1.gi.-31 ok vika3°08 ... 14-18jan.

jafngilti um 22% hlut i félaginu. I kjolfarid
eignadist Fjarfestingarfélagid Grettir aukinn
hlut 1 félaginu.

Eftir lok fjarhagsarsins var bodad til hlut-
hafafundar par sem félagid tok upp nafn-
i0 Hf. Eimskipafélag Islands i stad Avion
Group. Einnig voru tveir nyir sjérnarmenn
kjornir, Sindri Sindrason og Pér Kristjans-
son sem toku szeti Argrims Johannssonar og
Eamonn Mullaney.

Eimskip bodadi einnig aukna sokn i Kina
badi med viljayfirlysingu um rekstur keeli-
geymslu svo og med opnun skrifstofu 1
Shenzhen sem er pridja skrifstofa félagsins
i Kina. Shenzhen er nzest stersta gamahofn-
in 1 Kina og mun starfsemin par ad mestu
snuast um vorustyringu sjavarafurda asamt
pvi a0 auka og préa vidskiptamoguleika
med avexti og greenmeti.

Pa undirritadi Eimskip viljayfirlysingu um
rekstur steerstu frystigeymslu i Qingdao-
hoéfn sem er mjog spennandi verkefni og
stydur vel vid nuverandi starfsemi Eimskips
i Kina. Bygging kacligeymslunnar er komin
vel 4 veg en stefnt er ad pvi ad hun verdi
tekin 1 notkun a fyrri hluta pessa ars. Petta
er mikilveegur lidur i peirri syn félagsins
ad verda leidandi adili 1 hitastyrdum flutn-
ingum 4 heimsvisu en vid hoéfum haleit

97

HF. Eimskipafélag Islands
:’\msk}"mla

markmid um nytingu geymslunnar hvad
vardar flutninga milli N-Ameriku og Asiu.

Loks gekk Eimskip nyverid fra kaupum a 6llu
hlutafé i Daalimpex beheer B.V. 1 Hollandi
en fyrir atti Eimskip 40% hlut i félaginu.
Daalimpex er eitt stersta frystigeymslufyrir-
teki 1 Evropu og rekur sex frystigeymslur
i Hollandi. Kaupin 4 Daalimpex styrkja
verulega stodu Eimskips 1 frystiflutningum
i Evrépu og renna stodum undir frekari
uppbyggingu a frystipjonustu 4 meginlandi
Evrépu. A sidastu manudum hefur Eimskip
ordid leidandi adili 1 frystigeymslum a al-
pj6davisu med kaupum 4 Innovate og Corby
i Bretlandi, Atlas Cold Store i Kanada og ni
Daalimpex i Hollandi.”

Rekstrarreikningur 1. névember
2005 til 31. oktober 2006
Rekstrartekjur félagsins 4 drinu namu $1.040
milljén og jukust um 80% samanborid vid
2005. Rekstrargjold namu $1.052 milljénum
og jukust um 89% milli dra.

Tap félagins fyrir skatta a fjarhagsarinu 2006
nam $77 milljonum samanborid vid $8 millj-
6na krona hagnad arid 2005. Hagnadur eftir
skatta nam $79 milljénum fyrir samstaeduna
samanborid vid $24 milljénir arid 2005.

Fjarmagnslidir voru neikvaedir um $82 millj-
6nir, par af voru um $29 milljonir innleyst
gengistap arid 2006.

Uppgjorsmynt Eimskips ehf. verdur evra fra
og med 1. névember 2006

Efnahagsreikningur

A arinu breyttist efnahagsreikningur fyrir-
teekisins mikid. Adalasteeda pess eru yfirtok-
ur a 60rum féldgum og sala eigna 1 lok ars.

Heildareignir voru $1.842 milljonir i lok
ars. Eigio fé jokst fra $461 milljon i $682
milljénir 4 drinu. Eiginfjarhlutfall var 37%
i lok timabilsins samanborid vid 30% i upp-
hafi timabilsins. Ardsemi eigin fjar var 14%.
Hagnadur a hlut var $0,045 4 arinu. Veltu-
fjarhlutfall er 1,39 en var 0,71 i lok ars 2005.

[ 1ok drs var handbzert fé félagins $228 millj-
6nir samanborid vid $150 milljénir { upp-
hafi ars.

Sjodsstreymi

Veltufé fra rekstri var $20 milljénir fyrir
timabilid. Handbzert fé til rekstrar var $59
millj6nir. Fjarfestingarhreyfingar namu $73

milljonum samanborid vid $205 milljonir 4
fyrra dri.

Skraning og hluthafar

Hf. Elmsklpafelags Islands var skrad i Kaup-
héllina pann 20. jantar 2006 og var skraning
félagsins steersta nyskraning i Kauphollina
en markadsvirdi félagsins var tepir 69 millj-
ardar kréna vid skraningu. Heildarfjoldi
hluta i Hf. Eimskipafélagi Islands eru alls
1.793.599.135 ad nafnverdi. Hluthafar 1 Hf.
Eimskipafélagi Islands voru um 24 pasund
i lok oktéber samanborid vid 20 1 upphafi
ars. Tveir hluthafar dttu meira en 10% hlut
i félaginu 1 lok dars, Frontline Holding S.A.,
sem er { eigu Magnusar Porsteinssonar, med
37,55% eignarhlut og Fjarfestingarfélagio
Grettir med 34,37%.

Framtidarhorfur

Aztlanir HF. Elmsklpafelags Islands gera
rad fyrir betri afkomu 4 badum tekjusvidum
félagsins 4rid 2007 en arid 2006. Velta Eim-
skips arid 2007 en dzetlud $1.450 milljénir
og EBITDA $145 millj6nir. Velta Air Atlanta
Icelandic er deetlud $388 milljénir arid 2007
og EBITDA § 25millj6nir.

Arstidasveifla er nokkur i rekstri Eimskips.
Fyrsti arsfjoroungur fjarhagsarsins (név-

jan) er jafnan lakastur i rekstri félagsins og

sa fj6rdi bestur.

Arstidasveifla er nokkur i rekstri Air Atlanta
Icelandic, en med aukinni dherslu a frakt-
flug dregur ur peirri sveiflu en fyrsti og
fj6rdi arsfjoroungur eru jafnan peir bestu 1
rekstri félagsins.

Sampykkt reikninga

Stjorn Hf. Eimskipafélags Islands sampykkti
arsreikning félagsins fyrir fjarhagsarid 2006
a stjoérnarfundi pann 18. jandar 2007. Upp-
gjorid hefur verid endurskodad af end-
urskodendum félagsins og aritad an athuga-
semda. Somu reikningsskilaadferdum er
beitt ni og a sidasta ari.
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Arsreikningur
1. névember 2005 til 31. oktober 2006

Rekstrarreikningur arsins 2006 2005/06 2006
1.11-31.10 1.1-31.10
Rekstrartekjur
Sala 1.018.110 551.173
Adrar tekjur 21.926 21.954
1.040.036 573.127
Rekstrargjold (1.051.770) (556.810)
Rekstrartap (11.734) 16.317
Fjarmagnslioir (65.050) (8.802)
Tap fyrir tekjuskatt (76.784) 7.515
Tekjuskattur 8.903 (1.191)
Hagnadur (tap) af aframhaldandi starfsemi (67.881) 6.324
Ahrif aflagdrar starfsemi 147.287 17.422
Hagnadur timabilsins 79.356 23.746
Tap skiptist a:
Hluthafa i médurfélaginu 78.293 24.948
Minnihluta { détturfélégum 1.063 (1.202)
Hagnadur timabilsins 79.356 23.746

Allar upphzdir eru i pusundum USD.
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Efnahagsreikningur 31. oktéber 2006
Eignir

Fastafjarmunir

Vidskiptavild

Adrar 6efnislegar eignir

Fasteignir, flugvélar, skip og teeki

Eignarhlutir 1 hlutdeildarfélogum

Fjareignir

Skattinneign
Fastafjarmunir
Veltufjarmunir

Birgdir

Vidskiptakrofur

Krafa a kaupendur détturfélaga

Fyrirframgreiddur kostnadur
Handbeert fé

Eignir til solu

Veltufjarmunir

Eignir samtals
Eigid fé og skuldir
Eigio fé
Hlutafé

YHIVETOSTEIRNINGUL ...t
Varasjoour
Oradstafad eigid fé

Eigid fé hluthafa médurfélags

Hlutdeild minnihluta

Eigio fé
Skuldir
Langtimaskuldir
Vaxtaberandi skuldir
Vorslufé

Fyrirframinnheimtar tekjur

Tekjuskattsskuldbinding

Skammtimaskuldir
Skuldir vid lanastofnanir
Vidskiptaskuldir

Adrar skammtimaskuldir

Skuldir samtals

Eigid fé og skuldir samtals
Allar upphzedir eru { pusundum USD.

31.10 31.10/05
310.965 501.226
13.816 30.566
449.959 449.490
23.316 839
128.599 58.359
22.455 12.864
949.110 1.053.344
17.325 16.105
294.911 209.273
286.748 0
40.766 53.808
228.487 150.346
24.944 9.775
893.181 439.307
1.842.291 1.492.651
26.493 22.013
521.559 365.393
(17.155) 10.030
121.277 42.984
652.174 440.420
30.184 1.495
682.358 441.915
451.147 411.205
5.392 1.697
51.922 0
9.772 7.934
518.233 420.836
363.115 222177
162.316 152.476
116.269 255.247
641.700 629.900
1.159.933 1.050.736
1.842.291 1.492.651
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Sj6dstreymi arsins 2006
Rekstrarhreyfingar
TaP MADIISINS ..ooviiiiiiiiic s 79.357 23.746
Rekstrarlidir sem hafa ekki dahrif a fjarstreymi:
ASSKIIHr FASTAGATIIUNA ..ottt 72.321 48.926
Virdisryrnun 6efnislegra €igna ..o 3.642 1.714
Verdbzetur og gengismunur 37.730 (8.052)
Hagnadur aflagdrar StarfSeImI ............ccciiiiiiiiiiiiiciiicc e (4.319) (17.422)
Séluhagnadur aflagdrar StarfSemi ............coevevriciiiiiiii (142.918) 0
Tekjuskattsskuldbinding, (IeeKKUN) ........ccccooiiiiiiiiiiiiiiies (14.057) (520)
Soluhagnadur fastaffarmuna ..o (19.328) (21.140)
AOGTIE TOIT ..o 7.875 (980)
20.303 31.272
Breytingar 4 rekstrartengdum eignum og skuldum ... (79.895) 10.080
Handbezert fé til (frd) rekstri (59.592) 41.352
Fjarfestingarhreyfingar
Fjarfestingar 1 fastafjirmunum og éefnislegum €ignum ............cccccoeveviiirnniiniicneniccnes (235.260) (180.825)
Hagnadur af solu fastafjarmuna og éefnislegra €igna ........c.cccccvvveiiciciiciiciicicnccieieinns 106.179 60.041
Farfestingar 1 détturfélogum m.t.t. yfirtekins handb.fjar ... (17.203) (89.110)
Greitt vegna solu dOtturfélaga ..............ccooiiiiiiiiii 193.791 0
Fjarfestingar 1 hIutabréfum ...........ocooiiiiiiiic e (91.902) (39.222)
Greidsla annarra lana (49.027) 0
Arour af fFArFEeSNZUIN .........coooiiiiiiiii s 14.964 772
Breyting a VOrSIULE ............co.ooiii 5.950 (6.158)
Ahrif AflagOTar SEATTSEIN .......cvviiiiiiic e (116.617) (54.608)
Fjarfestingarhreyfingar (189.125) (259.110)
Fjarmognunarhreyfingar
HIUGAE ... 156.799 146.263
Breyting @ eigin DIEfUm ..........cccooiiiiiiiiiiicccicc e 26.457 0
Nyjar Iangtimaskuldir ...........ccooooiiiiiiiiic e 594.121 270.372
Afborganir langtimaladna ............ccccciiiiiiiiiiii (448.393) (108.732)
Breytingar 4 vOrslufJarskuld ............cooooiiiiiiiiiiiic (885) (158)
Fjarmoégnunarhreyfingar 328.099 307.745
Haekkun a handbaert £ ... 80.380 89.987
DPFOINZATIIIUIIUL ..ottt (2.239) 1.498
Handbzert f€ 1 upphafi ars ... 150.346 58.861
Handbzert £é 1 1ok timabils ..........ccccciiiiiiiiiiiii s 228.487 150.346

Allar upphzdir eru i pusundum USD.
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