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Endor sement by the Board of Directorsand the CEO

Operationsin 2008

Icelandic Group’s consolidated financial statements for the year 2007 have been prepared in accordance with
International Financial Reporting Standards (IFRS) as adopted by EU. The financial statements comprise the
consolidated financia statements of Icelandic Group hf. (the "Company") and its subsidiaries (the "Group"), which
were 34 at 31 December 2007.

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

According to the income statement loss amounted to € 29.3 million for the year The Group's income amounted to €
1,393.5 million for the year. According to the balance sheet total assets at year end amounted to € 796.1 million and
equity amounted to € 132.3 million. The equity ratio of the Group was 16.6%.

The Board of Directors proposes that no dividend will be paid to shareholders. Reference is made to the financial
statements regarding deployment of net loss and other changes in equity.

Share capital and Articles of Association

The share capital amounted to € 38.2 million at the end of the year, from which the Company held own shares in the
amount of € 1.5 million. The share capital is divided into shares of 1SK 1, each with equal rights within a single class
of shares listed on the OMX Nordic Exhange Iceland. The Board of Directors has the right to increase the share
capital until December 2008 by up to ISK 1,663.3 million with the sale of new shares. The Board of Directors
decides the rules of sale at each time, i.e. price, payments, subscription period etc.

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

Shareholders at the year end numbered 19,791, down from 21,122 at the beginning of the year. At the end of the year
four shareholders held over 10% of outstanding shares, they are:

Share
Fjarfestingarfélagio Grettir hf., ICEaNd ........ccoeiveiineiccre e 28.55%
FAB GMBH, GEIMENY ...ttt ettt b e et et e e et besbesbeseese e e enesbesaesnan 20.38%
TM FEENF., ICEIBNG .....oeeteiei bbb et sttt 13.13%
Landsbanki Luxembourg S.A., LUXEMDOUIG .......ooueirierieienierieseeieeiesie e seeesesesesee e e e sseseeseeseseeneas 12.92%

Magnus Porsteinsson held 10.90% share at year-end, included in the share of Landsbanki Luxembourg S.A. above,
which acts as custodian bank.

Further information on matters related to share capital is disclosed in note 27.
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Endor sement and statement by the Board of Directorsand the CEO, contd.:

Statement by the Board of Directorsand the CEO

The annual consolidated financial statementsfor the year ended 31 December 2007 have been prepared in accordance
with International Financial Reporting Standards (IFRSs) as adopted by the EU and additional Icelandic disclosure
requirements for consolidated financial statements of listed companies.

According to our best knowledge it is our opinion that the annual consolidated financial statements give a true and
fair view of the consolidated financial performance of the Company for the financial year 2007, its assets, liabilities
and consolidated financial position as at 31 December 2007 and its consolidated cash flows for the financial year
2007.

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

The Board of Directors and the CEO have today discussed the annual consolidated financial statements of Icelandic
Group hf. for the year 2007 and confirm them by means of their signatures. The Board of Directors and the CEO
recommend that the consolidated financial statements will be approved at the annual general meeting of Icelandic
Group hf.

Reykjavik, 13 March 2008.

Board of Directors:
Magnus Porsteinsson
Adalsteinn Helgason
Guomundur P. Davidsson

Stefan Magnusson
Steingrimur H. Pétursson

CEO:

Finnbogi A. Baldvinsson
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| ndependent Auditors Report

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

We have audited the accompanying consolidated financial statements of Icelandic Group hf. and its subsidiaries ("the
Group"), which comprise the consolidated balance sheet as at 31 December 2007, and the consolidated income
statement, the consolidated statement of changesin equity and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and other explanatory notes.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards as adopted by the EU. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statementsthat are free from material misstatements, 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 consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we comply
with relevant ethical requirements and plan and perform the audit to obtain reasonabl e assurance whether the financial
statements are free of 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 our judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we consider
internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity'sinternal control. An audit also includes evaluating the appropriateness of
accounting principles used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the consolidated financial statements give atrue and fair view of the consolidated financial position of
Icelandic Group hf. as at 31 December 2007, and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial Reporting Standards as adopted by the EU.

Reykjavik, 13 March 2008.

KPMG hf.

Saamundur Valdimarsson
Alexander G. Edvardsson
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Consolidated | ncome Statement for the Year 2007

Notes 2007 2006
SAIES ...ttt bbbt s 1,384,374 1,471,316
CoSt Of GOOUS SOIA ...t e ( 1,248547) ( 1,316,606)
[T 0155y o] )1 SRS 135,827 154,710
Other Operating iNCOME ......c..oiuiieeieeeeee et 8 9,138 10,587
OPErating EXPENSES .....coueruiirirreiereeeeieste e seeseeessesseseessesseeeessessesbeseeseenesnesses 9 ( 146,621) ( 160,533)
Share of (loss) profit of equity accounted investees, net of incometax ........ ( 398) 700
Operating (10SS) Profit .....iiceceeeresisere e e ( 2,054) 5,464
FiNaNCE INCOIME ..ottt 18,111 9,474
FINANCE EXPENSES ......vuevveriietietsereiei ettt ( 46,598) ( 33,479)
NEL FINANCE COSES.....evireierrrercierer s 14 ( 28,487) ( 24,005)
L 0SS DEfOr € INCOMELAX ..ovviveeieeceee et ( 30541) ( 18,541)
INCOMEEAX 1.eveiieiteciecte ettt ettt ettt e e st st e b e et e ereesbesaeestesbeeabenbeeaeennas 15.16 1,204 7,118
LOSSTOr thE YEAN ..o e ( 29,337) ( 11,423)
Attributableto:
Equity holders of the COmMPany ..........ccceoeveririnenernenese s ( 29,798) ( 11,373)
MINOFity INTEIESE ..o 461 ( 50)
LOSSTOr the YA ....veiieeeeee e ( 29,337) ( 11,423)
Earnings per share:
Basic and diluted loss per share (each shareis 1 Icelandic kréna) ........... 32 ( 0.0103) ( 0.0040)

The notes on pages 10 to 46 are integral part of these consolidated financial statements
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Consolidated Balance Sheet as at 31 December 2007

Notes 2007 2006

Assets:
Property, plant and equUIpPMENt ........ccccveerereeeerese e 17-21 118,421 124,403
INtANQIDIE BSSELS ....eveeeececee e 22 227,188 256,077
Investmentsin equity accounted iNVEStEES .......ccccvvvveverereeeeenennn, 23 1,551 2,057
Other INVESEMENES ......o.eiviiieeiereie e 24 7,409 14,998
DEFEITEd taX GSSELS ....vicviieiieecie sttt sttt re e b e saesrean 35 11,577 9,747
Total non-current assets 366,146 407,282
INVENEOTIES ...ttt sttt st ene e 25 242,532 299,157
Trade and other recaivables ... 26 159,232 179,089
Cash and cash eqUIVAIENES ........ccceiiiiriieree e e 28,153 21,222
Total current assets 429,917 499,468
Total assets 796,063 906,750

Equity:
Share Capital ......ccoeeeveirieie e 27 36,661 36,912
Share PreMIUM ..o..ooee e e seea 28 120,863 151,892
RESEIVES (AEFICIT) vovivereieieesieesiee e ere e 29-31 ( 27,563) ( 12,564)
Total equity attributable to equity holders of the Company 129,961 176,240
MINOFILY INEEIESE ..o s 2,369 1
Total equity 132,330 176,241

Liabilities:

L 0ans and DOITOWINGS ......c.coereerieriereeeeeniesie e se e enens 33.34 187,996 219,752
Deferred income tax [1ability .........coooeveinniniiieere e 35 7,446 8,430
Total non-current liabilities 195,442 228,182
L0ans and DOITOWINGS ......cvvuvrverirriereeeeesiesieseeseeesese e sreseesaesesessens 33.34 326,542 342,460
Trade and other payables ..........ccooveveeievi v 37 141,749 159,867
Total current liabilities 468,291 502,327
Total liabilities 663,733 730,509
Total equity and liabilities 796,063 906,750

The notes on pages 10 to 46 are integral part of these consolidated financial statements
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Consolidated Statement of Changesin Equity
for the Year 2007

Share Share  Reserves Retained  Minority Total
Notes capital  premium (deficit) earnings interest equity
2006
Equity asat 1.1.2006 ........ccccceererereenene 27,570 84,873 3,377 882 39 116,741
Currency fluctuations on subsidiaries
not reporting in uros .........cccccceeeee. ( 16,535) (16,535)
Lossfortheyear .......cccoovevenieeccnnne ( 11,373) ( 50) ( 11,423)
Total recognised income and
EXPENSE ..ot ( 16535 ( 11,373) ( 50) ( 27,958)
Transferred from share premium ......... ( 10,491) 10,491 0
Issued share capital .........cccovreeeenenne 9,342 77,510 86,852
Own shares with put options
Not excercised .....ccooevvviineieienienne 594 594
Minority interest, change .......cc.cce..... 12 12
Equity asat 31.12.2006 ............c....... 36,912 151,892 ( 12,564) 0 1 176,241
2007
Equity asat 1.1.2007 .......cccceevrererrerennne 36,912 151,892 ( 12,564) 0 1 176,241
Currency fluctuations on subsidiaries
not reporting in euros .........ccecveveeene. ( 14,846) (14,846)
Lossfortheyear ......ccoeevvvveneveeennnnn, ( 29,798) 461 ( 29,337)
Total recognised income and
EXPENSE .vvieieseeeeee e seeeee e ( 14,846) (  29,798) 461 ( 44,183)
Transferred from share premium ......... ( 29,798) 29,798 0
Changesin fair value of cash flow
NEAGES ... (1,005) ( 1,005)
Own shares with put options
PUrchased ..........cocovovernrereeennennenenns ( 251) ( 1,231) 852 ( 630)
Minority interest, change .......cc.c.ce.v.... 1,907 1,907
Equity asat 31.12.2007 .........ccceunee. 36,661 120,863 ( 27,563) 0 2,369 132,330

The notes on pages 10 to 46 are integral part of these consolidated financial statements

Financial Statements of Icelandic Group hf. 2007 All amounts are in thousands of euro




Consolidated Statement of Cash Flowsfor the Y ear 2007

Notes 2007 2006
Cash flows from operating activities:
Operating (10SS) Profit ......ccceoeeerieiereeere e ( 2,054) 5,464
Difference between operating (loss) profit and cash from operations:
Gain ON SAE Of BSSELS ...veuveeeeeeeiese e enens ( 2,214)  ( 5,682)
Depreciation, amortisation and impairment [0SSes ............cccevenee. 12 30,393 31,482
Share of loss (profit) of equity accounted investees............cveueeen. 398 ( 700)
Change in operating assets and liabilities ..........cccevveeeeiniereicreenns 40 30,696 ( 45,304)
Cash generated from (used in) operations 57,219 ( 14,740)
INterest INCOME FECAIVEL ........ccorveiierieirieeree e 1,765 1,565
Interest EXPENSES PAId .........ceverereereeerere s eree e e e s e seeseese e e snens ( 33,805 ( 26,888)
FgTee] 0 0= - i o o S ( 1,387) ( 2,770)
Net cash generated from (used in) operating activities 23792 42,833)
Cash flows from investing activities:
Investment in property, plant and equipment ..........ccoceveevereenicnenene ( 19,838) ( 26,654)
Proceeds from sale of property, plant and equipment ...........cc.cccee... 6,551 6,649
Investment in intangible 8SSetsS ... ( 886) ( 15)
Acquisition of subsidiaries, net of cash acquired .........cccceenininnene 6 ( 958) 3,484
Proceeds from sale of subsidiaries, net of cash disposed of ................ 2,213 557
Investment in shares in associated COMPANIES .........cocereeeerereriereenennens 0 ( 3,126)
Proceeds from sale of sharesin associated companies..........c.cceveueenene 0 2,649
Proceeds from sale of other companies ..........cccvvveeeecerceceseseseeeenns 24,705 183
Increase in bonds and other receivables ...........cccooeeeveeiiecieciccvecreenen, 388 3,706
Net cash from (used in) investing activities 12,175 ( 12,567)
Cash flows from financing activities:
Purchase of OWN SNar€S .......ccoiiiiiieeerne e ( 1,696) 0
Minority sharein capital StOCK ..........ccoceveverierienesireree s 0 ( 12)
Long-term debt proceeds ........coeeeveereverccere e 12,463 68,445
Long-term debt repaid .........ccceeevevininereeee e ( 48,189) ( 39,773)
Short-term debt Proceads ..o 10,213 19,534
Net cash (used in) from financing activities ( 27,209) 48,194
Increase (decrease) in Cash and Cash Equivalents........... 8758 ( 7,206)
Cash and Cash Equivalents at the beginning of the year .. 21,222 29,883
Effect of Exchange Rate Fluctuations of Cash Held ......... ( 1,827) ( 1,455)
Cash and Cash Equivalentsat theend of theyear ... 28,153 21,222
Investing and financing activities not affecting
CASN FIOWS ... 42

The notes on pages 10 to 46 areintegral part of these consolidated financial statements
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Notes

1.  Reporting entity

Icelandic Group hf. is a company domiciled in Borgart(in 27, Reykjavik, Iceland. The consolidated financial
statements of the Company as at and for the year ended 31 December 2007 comprise the Company and its
subsidiaries (together referred to as the "Group” and individually as "Group entities') and the Group’s interest in
associates. The Group is involved in manufacturing and marketing of seafood in international markets (see note
6).

2. Basis of preparation
a.  Statement of compliance

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

The financial statements were approved by the Board of Directors on 13 March 2008.

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

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

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

c.  Functional and presentation currency

The consolidated financia statements are presented in euro, which is the Company’s functional currency. All
financial information presented in euro has been rounded to the nearest thousand.

d.  Use of estimates and judgements

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

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

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 statementsis
included in the following notes:

* Note 7 - business combinations
* Note 22 - measurement of the recoverable amounts of cash-generating units containing goodwill

3. Significant accounting policies

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

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

Financial Statements of Icelandic Group hf. 2007 All amounts are in thousands of euro
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Notes, contd.:

3. Cont.:

a  Basis of consolidation

(i)  Subsidiaries
Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control,
potential voting rights that currently are exercisable are taken into account. The financial statements of
subsidiaries are included in the consolidated financial statements from the date that control commences until the

date that control ceases. The accounting policies of subsidiaries have been changed when necessary to align them
with the policies adopted by the Group.

(i)  Associates (equity accounted investees)

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

(iii) Transactions eliminated on consolidation

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

b.  Foreign currency
(i)  Foreign currency transactions

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

(ii) Foreign operations

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

Financial Statements of Icelandic Group hf. 2007 All amounts are in thousands of euro
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Notes, contd.:

3.b. Contd.:

Foreign currency differences arising on trandation are recognised directly in equity. Since 1 January 2004, the
Group’s date of transition to IFRSs, such differences have been recognised in the foreign currency translation
reserve (FCTR). When aforeign operation is disposed of, in part or in full, the relevant amount in the FCTR is
transferred to profit or loss.

c.  Financial instruments

(i)  Non-derivative financial instruments
Non-derivative financial instruments comprise investments in equity and debt securities, 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 and loss, any directly attributable transaction costs. Subsequent to initial recognition non-
derivative financial instruments are measured as described below.

Cash and cash equival ents comprise cash balances and call deposits.

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

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 |osses.

Financial assets at fair value through profit or loss

An instrument is classified as at fair value through profit or loss if it is held for trading or is designated as such
upon initial recognition. Financial instruments are designated at fair value through profit or loss if the Group
manages such investments and makes purchases and sale decisions based on their fair value in accordance with
the Group’s documented risk management or investment strategy. Upon initial recognition, attributable
tranglation costs are recognised in profit or loss when incurred. Financia instruments at fair value through profit
or loss are measured at fair value, and changes therein are recognised in profit or loss.

Other

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

(ii)  Derivative financial instruments

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

Cash flow hedges

Changes in the fair value of the derivative hedging instrument designated as a cash flow hedge are recognised
directly in equity to the extent that the hedge is effective. To the extent that the hedge is ineffective, changesin
fair value are recognised in profit or loss.

Financial Statements of Icelandic Group hf. 2007 All amounts are in thousands of euro
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Notes, contd.:

3.c. Contd.:

Economic hedges

Hedge accounting is not applied to derivative financial instruments that economically hedge monetary assets and
liabilities denominated in foreign currencies. Changesin the fair value of such derivatives are recognised in profit
or loss as part of foreign currency gains and losses.

(iif) Share capital
Ordinary shares

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

Repurchase of share capital (treasury shares)

When share capital recognised as equity is repurchased, the amount of the consideration paid, which includes
directly attributable costs, is net of any tax effects, and is recognised as a deduction from equity. When treasury
shares are sold or reissued subsequently, the amount received is recognised as an increase in equity, and the
resulting surplus or deficit on the transaction is transferred to / from share premium.

Put option agreements

When the Company sells treasury shares to its employees with put options, i.e. the right to sell the shares back to
the Company at the purchase price, the equity is not increased. The equity will be increased if the put option is not
exercised. In the financial statements the nominal value of share capital and share premium isincreased, but other
reserves decreased. Respectively a liability is recognised among other liabilities, amounting to the sales price of
the shares in question.

Purchase of shares in the Company by employees

Some employees of the Group have received 29 million shares in the Company in 2005. When the shares were
purchased the employees signed promissory notes which will expire if the employeeswill continue to work for the
Company for fiveyears. The cost is expensed during the same period.

(iv) Dividends

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

d.  Property, plant and equipment
(i)  Recognition and measurement

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

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

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

Financial Statements of Icelandic Group hf. 2007 All amounts are in thousands of euro

13




Notes, contd.:

3.d. Contd.:

(ii)  Subsequent costs

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

(iii) Depreciation
Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of
an item of property, plant and equipment. Leased assets are depreciated over the shorter of the lease term or their
useful lives unlessit is reasonably certain that the Group will obtain ownership by the end of the lease term. Land
isnot depreciated. The estimated useful lives for the current and comparative periods are as follows:

Useful lives
BUITAINGS -ttt s b e ettt e b stttk et e et e e nnene s 10-50 years
OLNEr FIXE BSSELS ...ttt bbbt b et 5-10 years

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

e. Intangible assets
(i)  Goodwill

Goodwill (negative goodwill) arises on the acquisition of subsidiaries and associates.

Acquisitions prior to 1 January 2004

The classification and accounting of business combinations that occurred prior to 1 January 2004 was not restated
when preparing the Group's opening IFRS balance sheet as at 1 January 2004. In respect of acquisitions prior to
this date, goodwill represents the amount recognised under the Group’s previous accounting framework, Icelandic
GAAP.

Acquisitions on or after 1 January 2004

For acquisitions on or after 1 January 2004, goodwill represents the excess of the cost of the acquisition over the
Group’sinterest in the net fair value of the identifiable assets, liabilities and contingent liabilities of the acquiree.
When the excess is negative (negative goodwill), it is recognised immediately in profit or loss.

Acquisitions of minority interests

Goodwill arising on the acquisition of a minority interest in a subsidiary represents the excess of the cost of the
additional investment over the carrying amount of the net assets acquired at the date of exchange.

Subsequent measurements

Goodwill is measured at cost less accumulated impairment losses. In respect of equity accounted investees, the
carrying amount of goodwill isincluded in the carrying amount of the investment.

Financial Statements of Icelandic Group hf. 2007 All amounts are in thousands of euro
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Notes, contd.:

3.e. Contd.:

(ii)  Other intangible assets

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

(iii) Subsequent expenditure

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

(iv) Amortisation

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

Useful lives
BUSINESS FEl@iONSNIP ....cveeeiiie bbb 5-20 years
PELEMES ...t e e 3years
SOFIWEIE ...ttt bbbt b e b st e bt s e bt se bt s e b et E et e R et e bt e bt e b e ere e 3-5years

f. Leased assets

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

Other leases are operating leases and, except for investment property, the leased assets are not recognised on the
Group’s balance sheet. Investment property held under an operating lease is recognised on the Group’s balance
sheet at itsfair value.

g. Inventories

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

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

h.  Impairment
(i)  Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is
impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more events
have had a negative effects on the estimated future cash flows of that asset.
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An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount, and the present value of the estimated future cash flows discounted at the original
effective interest rate.

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

All impairment losses are recognised in profit or loss.

Animpairment lossisreversed if the reversal can be related objectively to an event occurring after the impairment
loss was recognised. For financial assets measured at amortised cost the reversal is recognised in profit or loss.

(i)  Non financial assets

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

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
coststo sell. In ng value in use, the estimated future cash flows are discounted to their present value using
apre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. For the purpose of impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or
groups of assets (the "cash-generating unit"). The goodwill acquired in a business combination, for the purpose of
impairment testing, is allocated to cash-generating units that are expected to benefit from the synergies of the
combination.

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

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the assets carrying amount does no
exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

i. Employee benefits

(i)  Defined contribution plans

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

The Company entered into an agreement with some of the Group's key personnel allowing them to buy shares in
the Company from the Company at market price. The agreements state that the personnel involved have the right
to sell the shares back to the Company. The fair value of the agreements has been calculated according to IFRS 2
and recognised among salary and salary-related expenses. The fair value is initially measured at grant date and
spread over the period during which the employees earned the af orementioned right to sell.

j- Provisions

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

(i)  Restructuring

A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan,
and the restructuring either has commenced or has been announced publicly. Future operating costs are not
provided for.

k. Revenue

(i) Goods sold

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

Transfers of risks and rewards vary depending on the individual terms of the contract of sale.

(ii)  Other operating revenue

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

I Lease payments

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

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

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

Finance expenses comprise interest expense on borrowings, unwinding of the discount on provisions, foreign
currency losses, changes in the fair value of financia assets at fair value through profit or loss, impairment losses
recognised on financial assets, and losses on hedging instruments that are recognised in profit or loss. All
borrowing costs are recognised in profit or loss using the effective interest method.

Foreign currency gains and losses are reported on anet basis.

n. Income tax

Income tax expense comprises current and deferred tax. Income tax expenseis recognised in profit or loss except
to the extent that it relates to items recognised directly in equity, in which caseit is recognised in equity.

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 differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is not recognised for the following temporary differences: the initial recognition of assets
or liabilities in a transaction that is not a business combination and that affects neither accounting nor taxable
profit, and differences relating to investments in subsidiaries to the extent that it is probable that they will not
reverse in the foreseeable future. In addition, deferred tax is not recognised for taxable temporary differences
arising on the initial recognition of goodwill. Deferred tax is measured at the tax rates that are expected to be
applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date. Deferred tax assets and liabilities are offset if there is alegally enforceable right to
offset current liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or
their tax assets and liabilities will be realised simultaneously.

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

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

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

p.  Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing related products or
services (business segment), or in providing products or services within a particular economic environment
(geographical segment), which is subject to risks and returns that are different from those of other segments.
Segment information is presented in respect of the Group’s business and geographical segments. The Group’s
primary format for segment reporting is based on business segments. The business segments are determined
based on the Group”s management and internal reporting structure.

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

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

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

g. 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 December 2007, and have not been applied in preparing these consolidated financial statements:

* |[FRS 8 Operating Segments introduces the “management approach” to segment reporting. IFRS 8, which
becomes mandatory for the Group’s 2009 financia statements, will require the disclosure of segment information
based on the internal reports regularly reviewed by the Group’s Chief Operating Decision Maker in order to
assess each segment’s performance and to allocate resources to them. Currently the Group presents segment
information in respect of its business segments. The Group has not yet determined the potential effect of IFRS 8
on the consolidated financia statements.

IAS 1 Presentation of Financial Statements (revised in 2007) replaces IAS 1 Presentation of Financial Statements
(revised in 2003) as amended in 2005. IAS 1 sets the overall requirements for the presentation of financial
statements, guidelines for their structure and minimum requirements for their content. The main changein revised
IAS 1 is arequirement to present all non-owner changes in equity either in a single statement of comprehensive
income, or in an income statement plus in a statement of comprehensive income. Unlike under current IAS 1, itis
not permitted to present components of comprehensive income in the statement of changes in equity. IAS 1
(revised in 2007), which becomes mandatory for the Group’s 2009 financial statementsif endorsed by the EU, is
expected to impact the presentation of the Group’ s income statement and statement of changesin equity.
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* Revised IAS 23 Borrowing Costs removes the option to expense borrowing costs and requires that an entity
capitalise borrowing costs directly attributable to the acquisition, construcition or production of qualifing assets as
part of the cost of that asset. The revised 1AS 23 will become mandatory for the Group’s 2009 financial
statements and will constitute a change in accounting policy for the Group. In accordance with the transitional
provision the Group will apply the revised 1AS 23 to qualifying assets for which capitalisation of borrowing costs
commences on or after the effective date. It is not expected to have any impact on the consolidated financial
statements.

* |[FRIC 11 IFRS 2 Group and Treasury Share Transactions requires a share-based payment arrangement in which
an entity receives goods or services as consideration for its own equity instruments to be accounted for as an
equity-settled share-based payment transaction, regardless of how the equity instruments are obtained. IFRIC 11
will become mandatory for the Group’s 2008 financial statements, with retrospective application required. It is
not expected to have any impact on the consolidated financial statements.

* |FRIC 12 Service Concession Arrangements provides guidance on certain recognition and measurements issues
that arise in accounting for public-to-private service concession arrangements. IFRIC 12, which becomes
mandatory for the Group’s 2008 financial statements, is not expected to have any effect on the consolidated
financial statements.

* |[FRIC 13 Customer Loyalty Programmes adresses the accounting by entities that operate, or otherwise
participate in, customer loyalty programmes for their customers. It relates to customer loyalty programmes under
which the customer can redeem credits for awards such as free or discounted goods or services. |IFRIC 13, which
becomes mandatory for the Group’s 2009 financial statements, is not expected to have any impact on the
consolidated financial statements.

* |[FRIC 14 1AS 19 - The Limit on a Defined Benefit Asset, Mimimum Funding Requirements and their Interaction
clarifies when refunds or reductions in future contributions in relation to defined benefit assets should be regarded
as available and provides guidance on the impact of minimum funding requirements (MFR) on such assets. It also
adresses when a MFR might give rise to a liability. IFRIC 14 will become mandatory for the Group’s 2008
financial statements, with retrospective application required. It is not expected to have any impact on the
consolidated financial statements.

The amendments to IFRS 2 Share Based Payment — Vesting Conditions and Cancellations (January 2008)
clarify the definition of vesting conditions and the accounting treatment of cancellations. If endorsed by the EU,
the amendments become mandatory for the Group’s 2009 financial statements, with retrospective application
required. The amendments are not expected to have any effect on the consolidated financial statements of the
Group.
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(i)

(iii)

IFRS 3 Business Combinations (revised in 2008) and amended IAS 27 Consolidated and Separate Financial

Statements introduce changes to the accounting for business combinations and for non-controlling (minority)

interest. The most significant changes from IFRS 3 (2004) and 1AS 27 (2003) are the following:

- IFRS 3 (2008) applies also to business combinations involving only mutual entities and to business combinations
achieved by contract alone;

- The definition of a business combination has been revised to focus on control;

- The definition of a business has been amended;

- Transaction costs incurred by the acquirer in connection with the business combination do not form
part of the business combination transaction;

- Acquisitions of additional non-controlling equity interests after the business combination are
accounted for as equity transactions;

- Disposals of equity interests while retaining control are accounted for as equity transactions.

IFRS 3 (revised in 2008) and amended IAS 27 will become mandatory for the Group’s 2010 financial statements,
if endorsed by the EU. The carrying amounts of any assets and liabilities that arose under business combinations
prior to the application of IFRS 3 (revised in 2008) are not adjusted while most of the amendments to IAS 27
must be applied retrospectively. The Group has not yet determined the potential effect of IFRS 3 and amended
IAS 27 on the consolidated financial statements.

Determination of fair values

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

Property, plant and equipment

The fair value of property, plant and equipment recognised as a result of a business combination is based on
market values. The market value of property is the estimated amount for which a property could be exchanged on
the date of valuation between a willing buyer and a willing seller in an arm’s length transaction after proper
marketing wherein the parties had each acted knowledgeably, prudently and without compulsion.

Intangible assets

The fair value of patents and trademarks acquired in a business combination is based on the discounted estimated
royalty payments that have been avoided as a result of the patent or trademark being owned. The fair value of
other intangible assets is based on the discounted cash flows expected to be derived form the use and eventual sale
of the assets.

Inventories

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

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

(v) Derivatives

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

The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for reasonableness by
discounting estimated future cash flows based on the terms and maturity of each contract and using market interest
rates for asimilar instrument at the measurement date.

(vi) Non-derivative financial liabilities

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

(vii) Share-based payment transactions

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 formula. Measurement inputs include share price on
measurement date, excercise price of the instrument, expected volatility (based on weighted average historic
volatility adjusted for changes expected due to publicly available information), weighted average expected life of
the instruments (based on historical experience and general option holder behaviour), expected dividends, and the
risk-free interest rate (based on government bonds). Service and non-market performance conditions attached to
the transactions are not taken into account in determining fair value.

5. Financial risk management

The Group has exposure to the following risks from its use of financial instruments:

* Credit risk
* Liquidity risk
* Market risk

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

The Board of Directors has overal responsibility for the establishment and oversight of the Group’s risk
management framework. The Board has commended the CEO day to day developing and monitoring of the
Group's risk management policies.
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The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Group’s activities. The Group
aims to develop a disciplined and constructive control environment in which all employees understand their roles
and obligations.

Credit risk

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

Trade and other receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The
demographics of the Group’s customer base, including the default risk of the industry in each country in which
customer operate, has less of an influence on credit risk. Approximately 33% (2006: 33%) of the Group’s
revenue is attributabl e to sales transactions with its five largest customers.

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

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

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

Guarantees

The Group’s policy is to provide financial guarantees only to subsidiaries. At 31 December 2007 guarantees
amounting to € 71.7 million were outstanding.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses
or risking damage to the Group’s reputation.
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The Group uses activity-based costing to cost its products and services, which assists it in monitoring cash flow
requirements and optimising its cash return on investments. Typically the Group ensuresthat it has sufficient cash
on demand to meet expected operational expenses, including the servicing of financia obligations; this excludes
the potential impact of extreme circumstances that cannot reasonably be predicted, such as natural disasters. In
addition, the Group maintains the following lines of credit amounting to € 17.0 million that can be drawn down to
meet short-term financing needs.

Market risk

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

Currency risk

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

Interest rate risk

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

Other market price risk

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

Capital management

The Board's policy isto maintain a strong capital base so as to maintain investor, creditor and market confidence
and to sustain future development of the business. The Board of Directors monitors the return on capital, which
the Group defines as net operating income divided by total shareholders' equity, excluding minority interest. The
Board of Directors also monitorsthe level of dividends to ordinary shareholders.

The Board seeks to maintain a balance between the higher returns that might be possible with higher levels of
borrowings and the advantages and security afforded by a sound capital position. The Group’starget isto achieve
a return on capital of between 12.5 and 15.0 percent; in 2007 the return was negative by 16.7 percent (2006:
negative by 5.7 percent). In comparison the weighted average interest expense on interest-bearing borrowings
(excluding liahilities with imputed interest) was 7.2 percent (2006: 6.3 percent).

From time to time the Group purchases its own shares on the market; the timing of these purchases depends on
market prices.
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Segment Reporting

6. Business segments

The Group comprises the following main business segments:

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

companies.

Geographical segments

The production and sales and marketing segments are managed on a worldwide basis, but operate in four principal
geographical areas, USA, United Kingdom, Continental Europe and Asia.

In presenting information on the basis of geographical segments, segment revenue and segment assets are based on

the geographical location of the assets.

Business segments

2007 Sales and Holding and
Production marketing servicing Eliminations Consolidated
Salesto external customers.......... 974,091 406,323 3,960 1,384,374
Inter-segment sales .......cccceeeeenens 139,844 194,915 3,658 338,417) 0
Total segment SAles .......ccvevrerennes 1,113,935 601,238 7,618 338,417) 1,384,374
Segment result .......cocceeeereneceeene 8,567) 9,617 2,706) ( 1,656)
Net finance CostS .........ocvvnniunne. 24,474) ( 8,282) 4,269 ( 28,487)
Share of loss of equity
accounted investees net of tax ..... 0 0 398) ( 398)
(Loss) profit beforeincome tax .... 33,041) 1,335 1,165 0 ( 30,541)
INCOMELBX .o 2,594 ( 961) 429) 1,204
(Loss) profit for theyear ............. 30,447) 374 736 0 ( 29,337)
Segment assetsS .......cevevrereerereeens 768,447 132,444 97,053 201,881) 796,063
Segment liabilities.......ccoveevnne 536,787 154,474 173,199 200,727) 663,733
Capital expenditure ..........cccceeee 20,048 646 30 20,724
Depreciation .........ccoeevveererereenenn 15,659 1,114 121 16,894
Amortisation of intangible
FEISSS 1,560 124 7 1,691
Impairment losses on
intangible assets ........ccocveeveenne 11,397 411 0 11,808

Financial Statements of Icelandic Group hf. 2007

25

All amounts are in thousands of euro




Notes, contd.:

6. Contd.:
2006 Sales and Holding and
Production marketing servicing Eliminations Consolidated
Salesto external customers.......... 1,019,063 423,942 28,311 0 1,471,316
Inter-segment sales ........cccceeenee 128,784 205,618 7,021 ( 341,423) 0
Total segment SAles ......ccvevrerennes 1,147,847 629,560 35332 ( 341,423) 1,471,316
Segment result ........ooeeevveereeecneene, ( 172) 4,306 630 4,764
Net finance costs...........ccecveveiennne ( 20,981) ( 5,670) 2,646 0 ( 24,005)
Share of profit of equity
accounted investees net of tax ..... 32 0 668 0 700
(Loss) profit beforeincometax .... ( 21,121) ( 1,364) 3,944 0 ( 18,541)
INCOMELBX .vvvevrerieirereerereeerenas 7,396 ( 199) ( 79) 7,118
(Loss) profit for theyear ............. ( 13,725) ( 1,563) 3,865 0 ( 11,423)
Segment assetS ........coveeeveerrreennenes 799,515 186,147 84,831 ( 163,743) 906,750
Segment liabilities .......ccoeeevnene 540,477 163,113 191,062 ( 164,143) 730,509
Capital expenditure ...................... 17,037 2,655 230 0 19,922
Depreciation .........ccccceeeeceneniennene 28,492 1,119 305 0 29,916
Amortisation of intangible
ASSELS . 1,540 26 0 0 1,566
Geographical segments
2007 Continental
USA UK Europe Asia Eliminations Consolidated
Saes....ovenen. 341,161 417,875 554,897 408,858 ( 338,417) 1,384,374
Segment
aSSELS ..o 183,174 195,852 468,112 150,806 ( 201,881) 796,063
Capital expen-
diture.............. 1,459 6,092 9,840 3,333 20,724
2006
Saes....ee. 369,304 487,006 552,573 403,856 ( 341,423) 1,471,316
Segment
assets............. 149,643 195,578 658,472 90,739 ( 187,682) 906,750
Capital expen-
diture.............. 4,684 6,557 6,941 1,740 0 19,922
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Changes within the Group

On 1 January 2007 the Group purchased all shares in Sirius ehf. for € 0.4 million. The company buys and sells
salted fish. In the year 2007 the company contributed a loss of € 0.2 million.

In February the Group acquired 51% of the sharesin Beihai Beilian Foods Industry Co. Ltd. China, atilipiafarming
and processing company for € 2.0 million. In the year 2007 the company contributed a profit of € 947 thousand. If
the acquisition had occured on 1 January 2007, management estimates that consolidated revenues would have been
€ 1,402 thousand higher and consolidated profit for the period would have been € 242 thousand higher. In
determining these amounts, management has assumed that the fair value adjustments that arose on the date of
acquisition would have been the same if the acquisition occured on 1 January 2007.

VGI ehf. was sold in April 2007. The sales price amounted to € 2.4 million. In the first three months of 2007 the
company contributed a profit of € 0.4 million and revenues amounting to € 4.0 million.

The acquisition had the following effects on the Group’s assets and liabilities on acquisition date;

Beihai Beilian Recognised

Foods Industry valueson

Sirius ehf. Co. Ltd. VGl ehf. acquisition

Property, plant and equipment ............ccocerereeennns 0 1545 ( 35) 1,510
INtaNGiblE BSSELS ... 0 325 ( 2,667) ( 2,342)
Deferred tax assets .........ooeveeircccenereeneenenns 7 0 ¢ 8) ( 1)
[NVENLOTTES ... 350 3,678 ( 2,439) 1,589
Trade and other receivables.............cccooveivrnnee. 909 2,933 ( 2,609) 1,233
Cash and cash equivalents...........ccocevvvecenceresennnn 114 1,343 ( 83) 1,374
Loans and bOrrowings ..........cceeeeerereeeeeseneereerennens ( 1,364) ( 4,991) 3,747 ( 2,608)
Trade and other payables.........ccccoevevviivvineenene ( 29) ( 991) 3,020 2,000
Net identifiable assets and lighilities..................... ( 13) 3,842 ( 1,074) 2,755
MiNOFity INEErESt .....cevvreeceerrreree s 0 ¢ 1,883) 0 ( 1,883)
Business relationships on aquisition .............c....... 398 43 0 441
(Cash aguired) / Cash disposed Of ........cccoovveneneee. ( 114) ( 1,343) 2,356 899
Acquisition of subsidiaries, net of cash acquired .. 271 659 1,282 2,212

Pre-acquisition carrying amounts were determined based on applicable IFRSs immediately before the acquisition.
The values of assets and liabilities recognised on acquisition are their estimated fair values (see note 4 for methods
used in determining fair values).

Other income

Other income is specified as follows:

2007 2006
GaiN 0N SAE Of ASSELS ....vevieiecieceete et s e e e s reere s 2,199 3,528
Recognition of negative gooadWill ... 0 1,789
CommisSioN anNd OtNEN FEVENUES .........ccoueeereeiiieeireectee sttt etee et sbe e b ere b sres 6,939 5,270
Other operating inCOME, tOal .........cccereeeeieere e e 9,138 10,587
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Oper ating expenses

9. Operating expenses are specified asfollows:

2007 2006
Salaries and salary-related EXPENSES ......vvvveereee e 62,188 59,765
Other Operating EXPENSES .......cveereerereseseereeesrese e saeseees e sre e teseeseeseesesseseeseansenens 68,723 84,382
Depreciation of operating assets and amortisation ...........cccvevvereeeeeniesiesieseneerennens 3,902 16,386
IMPAITMENE IOSSES .....vieveieseceeeese s s e e nesresteseeseenennens 11,808 0
TOtal OPErating EXPENSES .....ccveeeerieererteriereereeiestesieseeseees e e saesbesbesee e e e saesbeseeseeeaneas 146,621 160,533

10. Salaries and salary-related expenses are specified as follows:

SAIBITES .ot bbb e et 130,756 139,753
Other salary-related EXPENSES ......cvieie e 10,946 21,141
Total salaries and salary-related EXPENSES .......ccoeiireriereeienese e 141,702 160,894
Average number of employees (full year equivalents) .........ccocooeveenncienccinicnen 4,828 4,781
Positions with the Group at the end of the year ... 4,941 4,638
Salaries and salary-related expenses are allocated as follows on items in the income statement:
(O0 1S 80 10 000 = o] Lo S 79,514 101,129
OPEatiNg EXPENSES ....veveeereereeresieseeseeseeeressestessesseseesessessessessessesessessessessessssesssssensen 62,188 59,765
Total salaries and salary-related EXPENSES .......ccoerireriererierese e 141,702 160,894

11. Sdlaries and fringe benefits paid to the Board of Directors and key management for their work for companies within

the group, their put options and ownership in the Company are specified as follows:

Number of
shares at
Salaries and year-end,
benefits inmillion
Board of Directors:
Magnus borsteinsson, Chairman of the Board ............ccoeevereneneieneeneevseseneens 275 421.3
Adalsteinn Helgason, Board MembEr ...........coiiiiiieirienene e 13.7
Baldur Orn Gudnason, Board MEMDES ............cccvcueeueueiueeeeeeieeteeecteeee e sesaesnne 13.7
Gudmundur P. Davidsson, Board MemMbEr ... 10.6
Steingrimur H. Pétursson, Board MemMDbES ........cccocovieinieiennenseesees s 12.0
Gunnlaugur Ssevar Gunnlaugsson, former Board Member ..........ccccoovniiivccencne, 34
Jon Kristjansson, former Board MEMDES ..........ccovueviiininenineesee s 34
Pall Magnusson, aternative Board MEMDEY ........ccccvveernineneesec e 1.0
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11. Contd.:

Number of
shares at
Salaries and year-end,
benefits inmillion
Managing Directors:
Finnbogi A. Baldvinsson, CEO ........cccceviiiiireeeere s seseseesee et se e seeeesesesne e 373.6 604.6
Ellert Vigfusson, CEO of 1CElandiC ASIa .....ccccvveveerieieiere et 276.5
Avar Agnarsson, CEO of Icelandic USA ... 224.4 6.9
Bjorgolfur Johannsson, FOrmer CEO ......cccccvcieiieieseeeeese st seeeenens 367.3

Included in the above list of shares held by management and directors are shares held by spouse and dependent
children, aswell as shares held by companies controlled by them.

Several employees of the Group have received 29 million shares in the Company. When the shares were purchased
the employees signed promissory notes which will expire if the employees will continue to work for the Company
for five years.

12. The Group's depreciation charge in the income statement is specified as follows:

2007 2006
Depreciation of property, plant and equipment, see Note 17 .........ccvcvvvveecvrceresennnn. 16,894 29,916
Amortisations of intangible assets, SEENOtE 22 ........cceeveeeeviesesiesereeeee e e 1,691 1,566
Impairment of intangible assets, SEENOLE 22 .......cvcvevvvve e 11,808 0
10| ST 30,393 31,482
Depreciation is alocated as follows on operating items:
COSt Of GOOUAS SOI ...t e 15,710 15,096
OPEELiNG EXPENSES ... .eveeeeeueeterterteseeeeersessessessesseaeeseesessesseseeeesessessessessenssnesnsssessen 14,683 16,386
10 | ST RS 30,393 31,482
Auditors Fees
13. Auditors fees are specified as follows:
2007 2006
Audit of the finanCial StAEMENES ........ccoeirrirrier e 1,244 933
Review of interim financial Statements ... 57 133
OLNEF SEIVICES ..ttt sttt sttt et 81 142
TOtaAl AUAITOIS FEES ....viivecticeee ettt et s beenbe b ens 1,382 1,208
Thereof remuneration to othersthan KPMG in Iceland ...........cccoceveeivecececceeceenen. 1,155 1,089
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Net finance costs

14. Net finance costs are specified as follows:

2007 2006
INEEIESE INCOIME ...ttt 1,262 1,277
DIVIAENT INCOME ....veuiiiiiieicrieieree ettt ettt s 186 56
Fair value changes on shares in other COmMpPanies ........c.cccvverievereeecese e 15,554 2,280
GaiN ON SAE Of SNAMES ... 1,109 0
L= Ao L =00y VAo - 1 o 0 5,861
FiNanCe iNCOME, TOLAl .......cceiveiieiicie ettt st s be e e b e nnesresaeens 18,111 9,474
INEEIESt EXPENSES ....vevveeeeeeeierie st ete e e te e e e e e e e se s e s reste e ae e esessesteseesaeneesensenansnens ( 38,999) ( 31,964)
NEL CUMTENCY 10SS ... s ( 7,599) 0
LOSS ON SA€ Of SNAMES ....ceeeviiiisiicteieee st sttt s eene e nne e 0 ( 1,515)
FiNance eXpPenSses, tOLAl ..........cccorrrereiirr e ( 46,598) ( 33,479)
NEE FINBNCE COSES ... ( 28,487) ( 24,005)
Income tax expense
15. Income tax recognised in the income statement are specified as follows:
Income tax payable for thE YEar .........ccceeeieiie e 583 3,912
Deferred income tax expense:
Origination and reversal of temporary differences ..........ocoovveveececivcvce e 0 ( 6,124)
Benefit of tax 10SSeS recognized ... ( 1,787) ( 4,906)
Deferred tax expensetotal ... s ( 1,787) ( 11,030)
Total income tax in the income statement excluding income tax of equity
ACCOUNTEH INVESLEES ...t ( 1,204) ( 7,118)
Share of income tax of equity accounted iINVESIEES ... ( 142) 87
Total INCOME LAX EXPENSE ..o ( 1,346) ( 7,031)
16. Effectivetax rateis specified asfollows:
2007 2006
LOSSTOr the Year .......cecevveveeececese e ( 29,337) ( 11,423)
Total income taX EXPENSE ......ccevveeererereeseesieeenes ( 1,204) ( 7,118)
Loss excluding inCOME taX ...........cocvveerrveneeeenn. ( 30,541) ( 18,541)
Income tax using Icelandic corporation tax rate ... 18.0% 5,523 18.0% 3,337
Effect of tax ratein foreign juridictions................. 3.7% 1,119 23.0% 4,265
Non-deductable eXpenses ........cccceeeveeeieneseseenen ( 0.8%) ( 259) ( 2.8%) ( 522)
Other ItEMS ..o ( 165%) ( 5,037) ( 0.3%) ( 49)
Effective tax rate ........ccocevevvevecvevereeeieeeeee s 4.3% 1,346 37.9% 7,031
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Property, plant and equipment

17. Property, plant and equipment and their depreciation is specified as follows:

Other

Buildings operating
Cost or deemed cost and land assets Total
Balance at 1 January 2006 ........cccccvveererieinieinineeseneseesenesseeseens 52,424 116,713 169,137
Purchases during the Year ............cccreiiiinenieeeee e 10,551 16,103 26,654
DT E o015 RS ( 8,889) ( 16,700) ( 25,589)
ACQUISITION L.ttt s 25,978 26,742 52,720
Exchange rate differences ... ( 2,101) ( 3,667) ( 5,768)
Balance at 31 December 2006 ..........cccvvveirieeneneniseneseesene e 77,963 139,191 217,154
Purchases during the Year ..........c.cceereiinineneceese e 3,384 16,454 19,838
DT E o015 S ( 7,983) ( 29,002) ( 36,985)
ACGUISITION .t 10 1,505 1,515
Exchange rate differences ... ( 3,192) ( 8,422) ( 11,614)
Balance at 31 December 2007 ......ccccevveirieeneseeseneseesene e 70,182 119,726 189,908
Depreciation and impairment losses
Balance at 1 January 2006 .........cccoereeerieinirieneneenesienesienesienes e 14,271 69,834 84,105
Acquisitions through business combinations............cccccvevvevrereenne. 673 2,459 3,132
(D= o (=W T (o) o [ 12,813 17,103 29,916
DISPOSAIS ...ttt e e ( 6,590) ( 14,311) ( 20,901)
Exchange rate differences .......oovvvvveveececevce s ( 1,106) ( 2,395) ( 3,501)
Balance at 31 December 2006 ..........ccoevueeririnenienenieneseesie e 20,061 72,690 92,751
(D= o (=W T (o) o [ 3,145 13,749 16,894
DISPOSAIS ...ttt e e ( 12,678) ( 19,845) ( 32,523)
Exchange rate differences ........ccoovvvvieveveccecsce e ( 911) ( 4724) ( 5,635)
Balance at 31 December 2007 ......cccoeereinininenenereeseese e 9,617 61,870 71,487
Carrying amounts
L.0.2006 ..ottt 38,153 46,879 85,032
31122006 ....eoveeieniieeniee et 57,902 66,501 124,403
31122007 oottt 60,565 57,856 118,421
DePreciation ratios ........ccoeieririerirere e s 2-10% 10-20%

Finance leases

18. Equipment and machinery for which the Group has concluded lease agreements are capitalized despite the
ownership right of the lessor according to the agreements. The remaining balance of the lease agreements
amounted to € 6,743 thousand at year-end 2007 (2006: € 6,339 thousand).
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Operating leases

19. The Group has entered into operating lease contracts for machinery and production equipment. Commitmentsfrom
these contracts are not included in the balance sheet.

Mortgages and Guarantees

20. Mortages and guarantees for debt with a remaining balance of € 164,282 thousand (2006: € 115,848 thousand)
were registered against the Group’s assets at year-end 2007.

Insurance value

21. Insurance and book value at year-end were as follows:

2007 2006
Insurance value of BUITAINGS .......coeiieirn e e 115,529 122,819
B0oOK Value Of DUITAINGS ....cveeiiiei e 60,565 57,902
Insurance value of other operating @SSALS ........cocceereiireree e 164,719 161,830
Book value of other Operating @SSALS ........ccccereririireie e 57,856 66,501

Intangible assets

22. The Group'sintangible assets are specified as follows: Other
Business intangible
Goodwill ~ Trademarks  relationships assets Total
Cost

Balance at 1.1 2006 ............c....... 163,593 6,780 2,604 2,754 175,731
Purchases during the year ........... 0 15 0 0 15
Acquisitions during the year ....... 59,486 22,791 14,817 1,367 98,461
DiSpoSalS ....ccveereeeriniererieenienens ( 5,316) ( 4) 0 ( 155) ( 5,475)
Exchange rate differences............ ( 8,113) ( 688) ( 255) ( 146) ( 9,202)
Balance at 31.12.2006 ................ 209,650 28,894 17,166 3,820 259,530
Purchases during the year ........... 226 0 0 172 398
Acquisitions during the year ....... 0 0 436 955 1,391
DiSpOSalS ....ccovveireierieeneeiereniens ( 2,523) ( 14) ( 169) ( 1,003) ( 3,709)
Exchange rate differences............ ( 14,353) ( 637) ( 306) ( 254) ( 15,550)
Balance at 31.12.2007 ................ 193,000 28,243 17,127 3,690 242,060
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22. Contd.: Other

Business intangible
Goodwill  Trademarks  relationships assets Total

Amortisations and impairment losses

Balance at 1.1.2006 .................... 3,531 0 256 901 4,688
Amortisation for theyear ............ 0 2 1,038 526 1,566
DiSpOSalS ....covveireiereie e ( 3,200) 6 0 501 ( 2,693)
Exchange rate difference............. ( 34) 0 ( a4y ( 30) ( 108)
Balance at 31.12.2006 ................ 297 8 1,250 1,898 3,453
Amortisation for theyear ............ 0 5 1,213 473 1,691
Impairment 0SS .......cccccevevevennne. 11,397 0 411 0 11,808
DisposalS ....ccovevreviereeieisennieens 0 0 0 ( 877) ( 877)
Exchange rate differences............ ( 826) 0 ( 189) ( 188) ( 1,203)
Balance at 31.12.2007 ................ 10,868 13 2,685 1,306 14,872

1.1.2006 ....cocovevrereriieieierereenens 160,062 6,780 2,348 1,853 171,043
31.12.2006 ......coevrrirerererieeeene 209,353 28,886 15,916 1,922 256,077
31.12.2007 ..o 182,132 28,230 14,442 2,384 227,188
Depreciationsratios..............c...... 5-20% 4-15%

Amortisation and impair ment charge

The amortisation is allocated to the cost of inventory and is recognised in cost of goods sold as inventory is sold.
Theimpairment loss is recognised in other operating expense in the income statement.

Impairment testing for cash generating units containing goodwill

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

The recoverable amount of cash generating unit in USA was estimated based on its value in use. Based on the
assessment the carrying amount of goodwill was determined to be € 11,397 thousand higher than its recoverable
amount and an impairment loss was recognised. The recoverable amount of business relationships in Sirius ehf.
was estimated based on itsvalue in use. An impairment loss amounting to€ 411 thousand was recognised.

The aggregate carrying amounts of goodwill allocated to each unit are as follows: 2007 2006
7= o o1 o TSRS 53,623 58,553
Pickenpack Hussmann & Hahn GMDBH ... 44,639 44,639
[CElANAIC USA INC. eovivieiieecieisiee ettt 35,595 51,607
SJOVIK BNF. e e n e 25,793 28,796
[celandic SCaNAINAVIAAPS .....ooui it e 12,971 12,971
ColAWater UK LI, ..ovevieeeiieieiseiries et 9,169 10,025
FISKVAl BN, .ottt sttt st 342 330
RV = o TSRS 0 2,432
TOtal GOOAWIIT ...ttt ettt saeseseere e 182,132 209,353

The value in use of each unit was determined by discounting the future cash flows generated from the continuing
use of the unit and was based on the following key assumptions:
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22. Contd.:

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

The anticipated annual real revenue growth rate included in the cash flow projection was 2.0% to 14.6% for the
years 2008 to 2012 and 2.0% for the future growth rate.

A post-tax discount rate of 5.7% to 10.5% was applied in determining the recoverable amount of the units. The
discount rate was estimated based on the companies weighted average cost of capital, which was based on an
industry average of debt leveraging.

The above estimates are particularly sensitive in the following areas:

*  Anincrease of 1 percentage point in the discount rate used would have increased the impairment loss by € 24.7
million.

* A 10 percent decrease in future planned EBITDA would have increased the impairment loss by € 21.9
million.

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

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

Equity accounted investees

23. The carrying amount of the Group's investments in equity accounted investees are specified as follows:

Share 2007 Share 2006
Maru Seafood P/F, Faroe ldands.............ccue.ne... 33.0% 1,355 33.0% 1,879
Coldwater Shellfish Ltd., UK .......ccoeeeirvireeenen. 50.0% 0 50.0% 0
Clarke Icelandic Partners Ltd., Canada............... 50.0% 196 50.0% 178
Total investmentsin assoCIiates .......cceevvveeeevieenns 1,551 2,057

At year-end the Group's accumulated share in the loss of Coldwater Shellfish Ltd. is higher than the carrying
amount, therefor the carrying amount is reduced to nil. The difference reduces aloan to the company.

Financial informations on equity accounted investees 2007 - 100%:

Profit

Assets Liabilities Equity Income (loss)

Maru Seafood P/F, Faroe Idands...... 35,160 ( 31,055) 4,105 31,978 ( 1,488)
Coldwater Shellfish Ltd., UK .......... 1,598 ( 2,588) ( 990) 5,043 ( 84)
Clarke Icelandic Partners Ltd. Can .. 414 ( 21) 393 21 17
TOtAl e 37,172 ( 33,664) 3,508 37,042 ( 1,555)
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23. Contd.:

Financial informations on equity accounted investees 2006 - 100%:

Profit

Assets Liabilities Equity Income (loss)

Maru Seafood P/F, Faroe Islands ..... 36,226 ( 30,632) 5,594 26,202 ( 162)

Coldwater Shellfish Ltd., UK ... 1,810 ( 2,793) ( 0983) 4,626 64

Clarke Icelandic Partners Ltd. Can .. 781 ( 425) 356 2,025 1,575

L R 38,817 ( 33,850) 4,967 32,853 1,477
Other investments

24. The Group's other investments are specified as follows:

2007 2006

Held-to-maturity iINVESIMENES .....coeiiiireceees e s enens 5,931 4,074

Financial assets designated at fair value through profit or 0SS ........cccccvevvvrviennee. 2,393 11,062

8,324 15,136

CUITENE MBEUMTIES ....veveeiieeeeee et se e e ene s snese e e eneennnns ( 915) ( 138)

Total Other INVESIMENES .......oiiiie s 7,409 14,998

Held-to-maturity investments have interest rates of 5.3% to 15.2% (2006: 5.3% to 6.5%) and maturein 1to 7 years.

The financial assets designated at fair value through profit and loss are equity securities that otherwise would have
been classified as available-for-sale.

The Group’s exposure to credit, currency and interest rate risks related to other investmentsis disclosed in note 37.

Inventories

25. Inventories are specified asfollows:

2007 2006

Raw material and WOrK iN PrOCESS .......cooirieririirieeeererie sttt s seen 130,437 154,857

FiNISNEA QOOMS ..ottt ettt bbb see 112,095 144,300

TOtAl INVENTOTIES .....eevetieieeie ettt sttt et s be b be st e eae e besaeeaesbeessenbesreenns 242,532 299,157
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26.

27.

28.

290.

30.

Trade and other receivables

Trade and other receivables are specified as follows:

2007 2006
Trade reCEIVADIES ..o re e 141,276 159,291
Other rECEIVADIES ... sre s 14,703 15,686
= 7= L0 o 0= 1S = 3,253 4,112
Total trade and other reCalVabIES ..........c.ooeeeciiceecece e 159,232 179,089

The Group’s exposure to credit and currency risk and impairment losses related to trade and other receivables are
disclosed in note 37.

Equity

Issued shares

The Company's total number of shares according to its Articles of Association are 2,893 million (2006: 2,893
million). Issued shares at year-end numbered 2,893 million (2006: 2,893 million) and is all paid for. The owners of
ordinary shares are entitled to dividends as declared from time to time and are entitled to one vote per share of one
ISK at meetings of the Company.

The Company concluded put option agreements with key employeesin the year 2004. The agreements allowed the
employees to purchase shares in the Parent Company at market value from the Company. The employees had put
option on the shares which allowed them to sell them back to Company according to clauses in the agreements. The
total number of shares in question amounted nil (2006: 15 million) at the rate of ISK 6.4. These contracts were
settled in September 2007. The price of the put option amounted to nil (2006: € 852 thousand) and therefore equity
was reduced by this amount at year end 2006.

Share premium

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

Translation reserve

The trandation reserve comprises al foreign currency differences arising from the trandation of the financial
statements of foreign operations.

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 occured.
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31. Other reserves

Other reserves are specified as follows: 2007 2006
Own shares sold With PUt OPLIONS ..o e 0 ( 852)
TranS @tion FESEIVE ......c.cvuieiuciririereie e ( 26,931) ( 12,085)
HEAGING FESEIVE ... ( 1,005) 0
SEBLULOTY FESEIVE ...ttt ettt sttt b et be st e sae s st et e st e esea b e eae e e e saesnnesresanans 373 373
Other rESENVESTOIAl ...ttt et st s reenas ( 27,563) ( 12,564)

Earnings per share

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

Basic earnings per share:

Lossfor the year attributable to equity holders of the parent ...........cccooceveiencnenn ( 29,798) ( 11,373)
Shares at the beginning of the Year ... 2,891,875 2,168,091
Effect of purchased and Sold OWN ShArES ..........coovrererieiereeree e ( 10,768) 0
Share increase in January, April and May 2006 ...........coccoirererrienienese e 0 689,488
Weighted average number of ordinary Shares .........ccocoeveneieinienenene e 2,881,107 2,857,579
LoSsSper share Of ISK L ..o ( 0.0103) ( 0.0040)

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

L oans and borrowings

33. Loans and borrowings are specified as follows:

2007 Non-current Current
Currency liabilities liahilities Tota
BEUR Lt e e 111,921 136,466 248,387
GBP e et 61,698 96,174 157,872
LS 5 S 8,164 25,950 34,114
JPY e e et p e nas 3,729 20,615 24,344
5] S 14,195 6,815 21,010
L1 SRS 775 10,983 11,758
L7 I RS 0 9,182 9,182
CNY e e reens 0 3,634 3,634
N[ S 0 2,782 2,782
S 0 1,455 1,455
Loans and borrowings, total ...........cccceeierineneieniene e 200,482 314,056 514,538
Current maturities of non-current liabilities.........cccceevevviviieveieenns ( 12,486) 12,486 0
L oans and borrowings according to the balance sheet ................... 187,996 326,542 514,538
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33. Contd.:

2006 Non-current Current

Currency liabilities liabilities Total
1 ] S 128,681 92,225 220,906
LU S 11,375 127,230 138,605
2] 92,424 36,256 128,680
D] S 13,913 11,089 25,002
JPY e ——————————————— 3,930 17,945 21,875
L1 | 802 11,140 11,942
LN 5 S 0 8,567 8,567
N[ S 0 3,370 3,370
1S 1,697 84 1,781
S S 0 1,484 1,484
Loans and borrowings, total ..........cccceeeveevinenereece e 252,822 309,390 562,212
Current maturities of non-current liabilities.........ccccccceeeveiiiieinens ( 33,070) 33,070 0
Loans and borrowings according to the balance shest ................... 219,752 342,460 562,212

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

2007 2006
D=2 - 33,070
D= 2200 T 12,486 14,837
D= 220 L 23,073 27,742
YA 2000 ..oveuereseseeeee st 22,084 63,721
YOI 2011 ..ottt e 38,276 40,654
D=2 0 1 20,546 21,744
S 1150 1= 84,017 51,054
Non-current loans and borrowings including current maturities .........c.ccococeevveenen. 200,482 252,822

Deferred tax assets and liabilities

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

assets liahility Total

BalanCe at 1.1.2006 .......ccccervrerreereeririeiereeresesresesreesseeseee e seesees ( 1,396) 5,196 3,800
Deferred tax liability acquired ... 0 7,646 7,646
[NCOME TEX .ttt s s ( 8,309) 1,191 ( 7,118)
Income tax payable 2007 on 2006 actiVities .........ccccervereneneenene 0 ( 3912) ( 3,912)
Exchange rate difference, prepaid tax and other changes................ ( 42) ( 1,691) ( 1,733)
Balance at 31.12.2006 .........ccccvrermrmrrereinererrereneesesesre e ( 9,747) 8,430 ( 1,317)
[NCOME TEX .ttt e s ( 2,696) 1,492 ( 1,204)
Income tax payable 2008 on 2007 actiVitiesS .......ccccceererenereenene 0 ( 583) ( 583)
Exchange rate difference, prepaid tax and other changes................ 866 ( 1,893) ( 1,027)
Balance at 31.12.2007 ........ccevrerermrrereiererrereseeseses e ( 11,577) 7,446 ( 4,131)
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35. Contd.:

The deferred income tax asset is attributabl e to the following items:

2007 2006
Property, plant and qUIPMENT .........cceereriresereeeee e 5,790 9,335
INtANQIDIE BSSELS .....veeeece e ens 5,758 2,856
Shares in other COMPANIES .........ccvieiirieeer e se e nnen 133 0
Tax 10SseS Carried FOrWard .........ccocviirereeee e enens ( 9,586) ( 8,830)
L@ 0= ] (0 R ( 6,226) ( 4,678)
Net income tax asset a YEar-eNd ........cc.oovvvirerere e ( 4,131) ( 1,317)

Noincometax is recognised in equity.

Restructuring

36. Icelandic USA Inc., subsidiary of Icelandic Group, decided at year-end 2006 to close the company’s Cambridge,
Maryland, production facility by year end 2007. The decision to close the plant was based on its ability to fill
projected product manufacturing and distribution needs using the company’s Newport News, Virginia, production
facility and a newly completed distribution center also located in Newport News. Looking to the future, the closure
was expected to provide critical production and distribution efficiencies. € 12,733 thousand was charged to the
income statement. The closing resulted in a much improved cost structure for Icelandic USA. The restructuring was
completed in 2007 with the sale of the production facility in Cambridge at the end of the year and the inventories
and trademarks of Ocean to Ocean.

During 2006 the production of frozen products was transferred to Pickenpack Gelmer, France, from Coldwater
Seafood UK in Grimsby, which now specialises in the manufacture of chilled and frozen ready meals. Due to the
restructuring of Coldwater € 1,614 thousand was charged to the income statement in 2006. The restructuring was
completed in 2007.

Icelandic France SAS went through a restructuring process in the year 2006. The company had three offices in
France; in Paris, Evry and Marseille. A decision was made in 2006 to close all offices and move the operation
solely to Paris. Cost due to the closures as well as inventory write down amount to 2,800 thousand in the year
2006. The restructuring was completed in 2007.

Trade and other payables

36. Trade and other payables are specified as follows:

2007 2006
Trade PAYADIES ... b b e 102,728 114,710
TAXESFOr tNEYEAN ...t bbb e 583 256
Other PAYBDIES ... .ot e e 38,438 44,901
Total trade and other PayabIES ... 141,749 159,867
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Financial instruments

Exposureto credit risk

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

2007 2006
Held-to-maturity iINVESIMENES ......coviiiieeece s enea 5,931 4,074
Financial assets at fair value through profit Or [0SS ........cccoevevevivievisereeece e, 2,393 11,062
L0aNS AN rECEIVADIES ......cueiiiiieierie ettt et 158,317 178,951
Cash and Cash QUIVAIENES .........ceieiirecieeee e s ne e nnens 28,153 21,222
194,794 215,309

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:

DOMESHIC c.vvevereresisee ettt sttt et se et ste e se st sesese e sesesenesesessesesesenessnsesenennnens 11,131 7,540
L 111 1o S oo (o] 30,472 32,853
(000111 0= 01 = o o= ST 60,085 65,157
LU S 26,447 36,884
T T 13,141 16,857

141,276 159,291

The Group’s five most significant customers account for € 33.4 million of the trade receivables carrying amount at
31 December 2007 (2006: € 33.5 million).

Impair ment losses

The aging of accounts receivables at the reporting date was:

2007 2006
Gross Gross
impairment impairment
Past due 0-30 days ......ccceerereineieenese e 91,145 0 84,805 0
Past due 31-90 days ......cccervrireereereresiese e 41,911 870 60,418 150
Past due 91-180 days .......ccoerereereeierenenierie e 3,533 592 7,686 476
Past due 181-360 days ........cocorvereeieriereerieniereeieenens 2,500 428 3,186 976
Morethan ONe Year ..........cocerrerenienienecene e 2,857 609 3,309 758
141,946 2,499 159,404 2,360
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38. Contd.:

Provision for losses on trade and other receivables are specified as follows:

2007 2006
ProviSion @ 1 JANUAIY ....cccoeeeieeeienienie et s sb e b s se e 2,360 2,054
Actual 10SSeS dUrNG the YEAK ......cciuiiiiieiee e ( 38) ( 266)
Provision fOr the YA ..o e 358 656
Exchange rate diffErenCe .........ooueoeeiiiie s ( 181) ( 84)
Provision at 31 DECEMDBEN .......cce ittt e s 2,499 2,360

Liquidity risk

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

Carrying Contractual Lessthan More than
amount cash flows 1year 1-2 years 2-5 years 5years
31 December 2007
Non-derivative finanancial liabilities

Loans and borrowings

Non-current ....... 200,202 252,240 26,499 36,213 133,790 55,738
Loans and borrowings
Current ............. 314,056 336,040 336,040 0 0 0
Trade and other
payables........... 141,749 141,749 141,749 0 0 0
656,007 730,029 504,288 36,213 133,790 55,738
31 December 2006

Non-derivative finanancial liabilities

Loans and borrowings

Non-current ....... 252,822 315,276 48,239 28,022 161,849 77,166
Loans and borrowings
Current .......c...... 309,390 329,938 329,938 0 0 0
Trade and other
payables........... 159,867 159,867 159,867 0 0 0
722,079 805,081 538,044 28,022 161,849 77,166
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38. Contd.:

Currency risk

Exposure to currency risk

The Group’s exposure to foreign currency risk was as follows based on notional amounts:

31 December 2007

GBP CHF CAD usD Other
Trade receivables ... 3,617 9 270 6,604 9,503
Loans and borrowings................. ( 12,884) ( 11,758) ( 9,182) ( 4502) ( 12,572)
Trade payables ........ccccvevrireenee. ( 2,884) 0 ( 22) ( 10,257) ( 4,358)
Gross balance sheet exposure...... ( 12,151) ( 11,749) ( 8,934) ( 8,155) ( 7,427)

The following significant exchange rates applied during the year:

Reporting date
Averagerate spot rate
2007 2006 2007 2006
GBP .. 0.6838 0.6814 0.7335 0.6709
CHEF s 1.6424 15733 1.6548 1.6071
CAD o e 1.4663 1.4250 1.4439 1.5289
USD e e 1.3679 1.2566 1.4705 1.3166

Sensitivity analysis

A 10 percent strengthening of the euro against the above mentioned currencies at 31 December would have
increased pre-tax profit or loss by € 4,832 thousand. This analysis assumes that all other variables, in particular
interest rates, remain constant.

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

Interest raterisk

Profile

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

Carrying amount

2007 2006
Fixed rateinstruments
FINANCIAl GSSELS ....vecuvecticteeie ettt sttt s re et e et e e e st sbeetesbesasenbeereenns 5,016 3,936
FinanCial [A0HItIES .....cveeeeeeee ettt ettt sttt saesnens ( 91,459) ( 109,824)

( 86,443) ( 105,889

Variablerate instruments
(= g Tz g T = I Lo T =T ( 423,079) ( 452,388)
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38. Contd.:

Fair value sensitivity analysis for fixed rate instruments

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

A change of 100 basis points in interest rates would have decreased pre-tax profit or loss by € 4,230 thousand
(2006: € 4,524 thousand).

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis pointsin interest rates at the reporting date would have decreased equity and pre-tax profit or
loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign currency
rates, remain constant. The analysisis performed on the same basis for 2006.

Profit or loss
100bp 100bp
increase decrease

31 December 2007
Variabl € rat€ iINSITUMENES .......uvie it e e s ae s sar e s s be e s st e s s saane s saane e 4,230 4,230
Cash flow SenSItiVItY (NEL) ...c.civeeirieireeireeee e 4,230 4,230
31 December 2006
Variabl € rat€ iINSITUMENES .......evie ittt s ee e s e sar e s s be e s st e s s saane s saaee e 4,524 4,524
Cash flow SENSILIVILY (NEL) ..cveueeeereiiceeee e 4,524 4,524

Fair values versus carrying amounts

The fair values of finanical assets and liabilities, together with the carrying amounts shown in the balance sheet, are

asfollows:
31 December 2007 31 December 2006
Carrying Fair Carrying Fair
amount value amount value
Held-to-maturity investments ...........ccceeeeecenene. 5,931 5,813 4,074 4,074
Financial assets designated at fair value
through profit or [0SS .......ccceveeriniie e 2,393 2,393 11,062 11,062
Loans and recaiVables ..........cccveereerecennenennenens 159,232 159,232 179,089 179,089
Cash and cash equivalents ...........cocceeveernenennenens 28,153 28,153 21,222 21,222
L oans and borrowings, Non CUrrent .............ccceewee. ( 187,996) ( 181,216) ( 219,752) ( 217,898)
Loans and borrowings, CUrrent ...........cccceeeeeererene ( 326,542) ( 325,209) ( 342,460) (  339,612)
Trade and other payables ..........ccccveiieinnenenne. ( 141,749) ( 141,749) 159,867 159,867
Gross balance sheet exposure ...........cccveeerecennene ( 460,578) ( 452,583) ( 346,765) (  182,196)
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Operating leases

39. Non-cancellable operating |ease rentals are payable as follows:

2007 2006
LESSThan ONE YEAN .......oouiieieeee e e e 3,826 4231
Between 0ne and fIVE YEAIS ......coiiiiiieeere s s 9,970 12,809
MOrethan fIVE YEAI'S ..o 369 518
14,165 17,558

Statement of Cash Flows

40. Changesin operating assets and liabilities in the statement of cash flows are specified as follows:

2007 2006
INventories, decrease (INCrEaSsE) ... s 40,834 ( 17,844)
Trade and other receivables, (iNCrease) decrease ..., ( 4,796) 15,170
Trade and other payables, deCrEaSe ........ccveireirrenser e ( 5,342) ( 42,630)
Net changes in WOrking Capital ........c.ooeveeiireienininee e 30,696 ( 45,304)
41. Cash flowsfrom operating activities are specified as follows:
LOSSTOr tNEYEAN ... ( 29,337) ( 11,423)
Difference between |loss and cash flows from operations:
Profit from SAlES Of 8SSELS ... ( 3,586) ( 3,857)
Depreciations, amortisation and impairment [0SSES ........ccceveveeveeerievevereeeeennns 30,393 31,482
Loss (profit) of equity accouNted INVESLEES .........ccoveiriririrenreesieese e 398 ( 700)
Fair value changes on sharesin other COmMpPanies ..........cocoveveeerenenenieniesisceeeene ( 16,063) 0
INCOMEEBX ...ttt ( 3,382) ( 12,784)
OLhEr TTEIMS ... ( 763) ( 3,823)
Net changesin working Capital ...........ccceoeeeienierereceee e ( 22,340) ( 1,105)
42. Investing and financing activities not affecting cash flows:
INVESIMENES IN SUDSIAIAINES ......vveeiiiiicicie e 0 (  104,496)
ISSUe Of Share Capital ..o s 0 86,852
ShOrt-term DOMTOWINGS ....cveeieeeeee e 0 17,644
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Related parties

43. Identity of related parties

The Group has a related party relationship with its subsidiaries,

officers.

Transactions with key management personnel

associates, and with its directors and executive

Directors of the Company and their relatives control 20.7% of the voting shares of the Company (2006: 20.5%).
Members of the Group's key management hold no put optionsto sell (2006: 15 million) shares to the Company.

Other related party transactions
Associates

During the year ended 31 December 2007, associates purchased goods from the Group in the amount of € 761
thousand (2006: € 843 thousand) and at 31 December 2007 associates owed the Group € 3,917 thousand (2006: €
3,931 thousand) and the Group owed associates € 1,863 thousand (2006: € 898 thousand). The Group purchased
goods and services from associates in the amount of € 10,534 thousand (2006: € 10,356 thousand). Transactions
with associates are priced on an arm's length basis. During the year ended 31 December 2007, the associated

companies paid nil dividend (2006: nil) to the Group.

Group entities

44, Subsidiaries numbered 34 at year-end (2006: 33) and are al included in the consolidated financial statements.

They are:
Share

Beihai Beilian Foods Industry Inc., China............c........ 51%
Coldwater Seafood (UK) Ltd., UK ....ccovvreerrirererirne, 100%
Dalian Three Star Seafood Co. Ltd, China.................... 98%
Danberg ehf., ICEland ..........ccoeeeeieereeeeeseeseeeeenns 100%
ECOMSA S.A., SPAIN ...ocvvererereieiereieie ettt 100%
Fiskval ehf., 1CE1and .......ccooveeeeeeeeeeeeeeeeeee e 100%
GadusB.V., The Netherlands .........cccoceeveeveeveeeeeeeeeeenns 100%
lcelandic ASialne., S KOM€a ......ooeveeeeeeeeeeeeeeeeeeeeeeeeanns 100%
Icelandic China Trading Co. Ltd., China..........cccceue... 100%
Icelandic France S.A.S., FranCe .......coceveeveeveeeeeeeeennn. 100%
Icelandic Group UK Ltd., UK .....cccccervmreniecesnenennns 100%
Icelandic Holding Germany GmbH, Germany .............. 100%
Icelandic IbericaS.A., SPaIN ....ccveeeevereeeeereereeneeas 100%
Icelandic Japan K.K., Japan ........ccceeereeneeneennsnnnnnns 100%
Icelandic Norway AS, NOMWaY .......ccceuereeruerereenrerernennnnas 100%
Icelandic Northwest INC., USA ... 85%
Icelandic Scandinavia ApS, DeNMark ..........cccceeeveeeunas 100%
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Share
Icelandic Servicesehf., Iceland ........ 100%
lcelandic UK Ltd., UK ...cooeovveeenee 100%
lcelandic USA Inc., USA .................. 100%
IFP Trading Ltd., UK ........ 100%
Jeka Fish AS, Denmark 100%
Marinus ehf., lceland .......coccveeveenen.. 100%
OTOL.L.CLUSA ..., 100%
Pickenpack Assets GmbH, Ger ......... 100%
Pickenpack Gelmer SAS, France ...... 100%
Pickenpack H&H GmbH, Ger .......... 100%
Pickenpack H&H S.ar.l., France ...... 100%
Seachill Ltd., UK .....ccevevevereerererennes 100%
Siriusehf., lceland ........cooevveeveevenn.. 100%
Sj6vik ehf. (Blue-Ice), Iceland .......... 100%
Unifishehf. av., Iceland ................... 100%
Verwaltungg. HFP GmbH, Ger ........ 100%
Westfalia-Strenz F. GmbH, Ger ........ 100%
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Other issues

45. The Board of Directors of Icelandic Group hf. emhasizes on maintaining good corporate governance according to
the guidelines issue by the OMX Nordic Exchange Iceland. The Board of Directors has set guidelines regarding
corporate governance with regard to its operations laying down the sphere of competence of the board of directors
and its scope of work vis-a-vis the managing director. These guidelines contain i.a. rules regarding the procedure at
Board meetings, rules regarding the competence of directors to participate in discussion and handling matters,
confidentiality rules, rules regarding the divulging of information by the managing director to the directors etc. The
guidelines include specific clauses with reference to rules on insider trading and the treatment of insider information
according to laws on securities trading, the rules of the Financial Supervisory Authorities in Iceland and internal
Company rules. The Board's guidelines also include detailed clauses regarding the flow of information to the Board
and performance measurement in accordance with article 2.3. in the guidelines issued by the OMX Nordic
Exchange I celand.

Minority of the board members of the company is considered independent towards the Company as defined by the

OMX Nordic Exchange Iceland, article 2.6. Minority of the board members is aso independent of large
shareholdersin the Company according to article 2.5.

No sub-committees are organised with the Company's board of directors.

A formal share option programme has not been put in place and therefore such a programme has not been approved
by shareholders meeting.

In light of the above-mentioned it is clear that operations of Icelandic Group hf. is not in full coordination with the
guidelinesissued by the OMX Nordic Exchange Iceland regarding corporate governance.

Financial Ratios

46. Financid ratios for the consolidated financial statements:

2007 2006

(G015 1= 010 = 1 o TSRO 0.92 0.99
o U] 3V = (o SRRSO 16.6% 19.4%
RELUMN ON EOUILY -ttt et b e e se e (  16.7%) (  5.7%)
INEEINEL VBIUE ...t ettt s 3.61 477
Change in price per share from the beginning of theyear ...........ccccccooiiiniiiinen ( 320%) ( 20.8%)
Price per Share (ISK) ..ottt e e 5.17 7.60
Market value of the company (EUR) ..o 164,465 233,054
EBITDA .ottt 28,338 36,946
EBITDA A0 ..ottt sttt 2.0% 2.5%
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