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A proud history

Eyrir Invest celebrated 10 years of operations in 2010. The past 10 years
have been eventful and full of experience. They have been characterized
by our ability to align execution with our „Buy and Build“ strategy
and by appropriate actions through economic cycles.

In investments and operations it is vital to have clear long term objectives and be
able to align execution with strategy. In light of this it is important to remember that
when assessing the performance of investments you need to look to longer time
horizon than one year. We are proud of Eyrir´s value creation in the past three years,
at exceptional circumstances, and as well in the 10 years since Eyrir´s foundation.
Eyrir Invest´s Buy and Build strategy has a proven track record as shareholder´s
value has increased well above market returns since foundation. Our portfolio is a
mix of well established, leading companies within growth industries, spreading risk
well and providing a solid base for continued healthy long-term returns to shareholders.
Eyrir has been major shareholder in Marel and Össur since the year 2004 and in
Stork Technical Services and Fokker Technologies since 2006. Eyrir´s investments in
Marel, Össur and ventures have no preconceived time frame while private equity
investments such as Stork usually have a 5-10 year timeframe.
Eyrir Invest´s core holdings, Marel, Össur and Stork emerge strong from the crisis.
These companies are market leaders within their industries and all possess a strong
technological position. They are in good financial shape and have an array of options
at their disposal to increase their profitability in the years to come. Investment in
innovation and market penetration has continued at full force with good focus on
operational excellence, creating a competitive advantage and a strong platform for
continued growth in our companies.
After ten years of eventful operations and good value creation, Eyrir´s team is looking forward to future opportunities.

Eyrir Invest 2010 Annual Report
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“You can't build a reputation on what you are going to do.”
Henry Ford

4

Mission and Strategy

Eyrir Invest is an international investment company that focuses
on investments in industrial companies with the potential to
become true global leaders. Through leadership these companies
are able to create economies of scale and value for customers,
employees and shareholders.

Eyrir Invest was founded in mid-year 2000. Eyrir´s investment strategy does not follow any preconceived time frame. It´s “Buy and Build” strategy has a proven track record as shareholder´s value has
increased well above market returns since foundation.

Mission
Long-term shareholder value creation through active ownership and trading
of equities and other securities.

Strategy
• “Buy and Build” strategy.
• Investments in industrial companies with the potential to become true
global leaders and financial institutions with regional leadership.
• To be a leading investor and build strong relationships with other investors
in each company.
• Eyrir Invest invests in few companies at any given time.
• Long-term investment strategy does not follow a preconceived time frame.

Financial objectives
Eyrir Invest aims to achieve a healthy return on equity while maintaining a strong balance sheet.
• The aim is to generate long term attractive returns for our shareholders
that are above market returns.
• The equity ratio will be maintained above 40%.

Eyrir Invest 2010 Annual Report

5

Morning in Reykjavik

„Make things as simple as possible, but not simpler.“
Albert Einstein
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„Only buy something that you'd be perfectly happy
to hold if the market shut down for 10 years.“
Warren Buffett
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Letter to shareholders and creditors

Eyrir‘s long-term „buy and build“ strategy has a proven track record. Our
investment strategy is to invest in companies with a clear competitive advantage
and the potential to become market leaders within their fields. Eyrir Invest
takes an active role as an owner, supporting core investment with stable
ownership, experience and long term thinking.

In 2010, the global economy staged a solid recovery and looking ahead, seems to be firmly on
the path to renewed economic growth. In particular, industrial production, has recovered well
from the economy downturn and demand is increasing, especially in emerging markets such as
Latin America and Asia.

Eyrir Invest core
holdings derive
99% of their revenues
outside of Iceland.

In emerging markets the most pressing concerns are an increased risk of inflation and overheating. At the same time, economic conditions in developed markets may remain fragile in the near
term during deleveraging phase in the public and private sectors. The rise of the emerging markets creates vast potential and challenges for the global economy as a whole.

All have been relying
on geographical
expansion. revenues
from emerging
markets have been
increasing
steadily and are
expected to
continue to grow.

All our core holdings, Marel, Össur, Stork Technical Services and Fokker Technologies are well
positioned within growth industries. Strong competitive position due to constant investments in
innovation and market penetration will benefit them strongly in years to come. Sound financials
and low gearing gives them several options for further internal and external growth.

2010 was a good year for Eyrir
The year 2010 was a good year for our core holdings with strong increase in revenues, operational profits and continued robust cash flow that has increased their financial strength considerably. In particular it was pleasant to see the 34% increase in Marel´s revenues, doubling of
operating profits and the company entered 2011 with a record order book and continued momentum in all markets. At the same time Össur delivered 9% increase in revenues on top of continued strong operating profits and an exceptional cash flow. Stork growth was 7% with operating
profits up by 22%.
Eyrir Invest‘s financials remain strong with total assets of 426 million EUR at
year end and 44% equity ratio. Equity is booked at EUR 187 m at year end 2010
compared to EUR 154 m one year ago. We value Stork and Össur at fair value,
while we account our holdings in Marel according to the equity method.
Market value of our holding in Marel, based on last trading prices, indicates a
nice equity buffer of EUR 30-40 m.
Eyrir´s operation is financed through equity and long term financing. We successfully long term financed the majority of our debts in 2010 with agreements
that extend 150 m EUR of multi currency loans until May 2014.

Cash
6%

Venture
Investments
1%
Aerospace
18%

Health Care
19%

Risk diversification

Food Processing
Industry
34%

Oil & Gas
Industry
22%
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When assessing the financial strength of an investment company it is necessary to look into the
competitive strength of major holdings and their financials. Eyrir´s core holdings are all delivering
strong and increasing operational cash flows and their financial position is sound with net interest
bearing debt at 2-3x EBITDA at year end 2010. Strong financial position at operating level gives those
companies a wide array of options for further internal and external growth.
“Buy and Build”

Invest in
attractive
companies

Technological leadership

Clear
ownership
role

Strategic
focus

Financial
Strength

Value
creation

Market leadership

In recent years Marel, Össur, Stork Technical Services and Fokker Technologies have developed into
industry leaders within their respective fields. Eyrir has provided clear ownership role and encouraged the management teams in our companies to maintain the strategic focus at all times. Capital
allocation is an important issue, requiring the appropriate use of opportunities in financial markets
as they arise. All in all, our businesses are well positioned within growth industries and current
economic developments provide exciting opportunities for continued value creation.
In the turbulent times of the recent 3 years, it has become evident how vital a true partnership with
your financial partners is. At Eyrir, we are grateful for the trust that creditors have shown us and our
core companies in past 10 years since Eyrir´s foundation.

Marel and Össur secure international financing
In 2010 Marel secured 350 million Euros in long term financing. The new financing structure is a
major milestone and provides the company with a strong foundation for the future. One financing
structure supports the company’s long term strategy by providing the stability and flexibility needed
to continue to grow the business.
A strong financial position and positive outlook in Össur operations enabled the company to secure
total financing in early 2011 at favourable terms and conditions. The agreement supports Össur´s
growths strategy and ambitions to take on further external growth in the Bracing & Support field.
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Dear shareholders and creditors.
In 2010 we celebrated 10 years of
fruitful operation. We want to
thank you for the trust we have
recived from the very beginning.
Our “buy and build” model has a
proven track record with healthy
returns from foundation. Eyrir´s
team is committed to continue to
create value over the long term.
We provide our companies with
stable ownership, experience and
long term thinking. We ensure that
execution is aligned with clear and
focused strategy. That is how we
provide value to our investments.
That is how we do business.

Stork taking steps toward full split of Fokker and Technical Services
Stork is following a clearly defined route of value creation through operational improvements in
addition to capturing the full value of the underlying asset portfolio. In recent years Stork has been
focusing on its two divisions Stork Technical Services and Fokker Technologies making the full split
of the previous conglomerate possible. Now Stork Technical Services is a pure play oil-, gas and
energy provider under Doug Meikle´s leadership and Fokker Technologies is providing structures,
wiring and after production services under Sjoerd Vollebregt´s leadership.
A major milestone was reached when Stork Technical Services sold Material Technologies in late
2010, a US based non-core operating unit, for EUR 160 m. The group financials is strong and ready
for split financing as the total gearing is down to around 1.9x EBITDA. With focused businesses and
sound financial the two divisions are ready for further growth and value creation within their fields.

Eyrir has been a
shareholder in
Marel and Össur
since 2004 and
Stork since 2006.
In April 2011 Eyrir
holds 35% share in
Marel, 17% share in
Stork and 10%
share in Össur.

Exciting Ventures
In addition, a portion of Eyrir‘s portfolio is in venture capital. Investments in promising technology
driven startup companies have always been a part of Eyrir Invest‘s strategy and venture capital
investments fit well with our investment approach of taking an active ownership role.
An excellent example is our investment in Calidris, an Icelandic software company in which we have
been involved since 2007. Calidris has established itself as the worldwide leader in Revenue
Integrity solutions for airlines. In 2010 we exited the Calidris investment via a sale of the whole
company to Sabre Airline Solutions. Calidris was ready for the next step in its development. In order
to make full use of the opportunities ahead this was the right path for the company. Eyrir has high
aspirations for Calidris´s future in the capable hands of its new owners.
ReMake was added to Eyrir Invests venture capital portfolio in 2010. ReMake Electric has developed
a new and improved metering technology for circuit breakers called Circuit Breaker Meter (CBM).
The CBM adds value to circuit breakers as a diagnostic tool as well as providing added security.
By gaining more control of electricity consumption it is possible to make the home/company safer,
make electrical appliances more efficient and longer lasting. Savings on electrical bills by not
overloading circuits and prevent potential electrical damages to appliances can play an important
part in this. Eyrir Invest is looking forward to participate in future projects with ReMake as we
consider ReMake’s products and possibilities unique.

Eyrir Invest 2010 Annual Report
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Financial strength

Eyrir Invest is financed through equity and long-term financing. Eyrir´s total
assets amount to EUR 426 m and equity ratio is 44% at year end 2010. Eyrir´s
core holdings are all delivering strong and increasing operational cash
flows and their financial position is sound with net debts at 2-3x EBITDA at
year end 2010.

Eyrir finances it operations with equity and long term financing. Financing takes place through banks as well as
listed bonds on the Nasdaq OMX Nordic Exchange. By listing the bonds Eyrir Invest is required to publish its
financial results twice a year.
In autumn 2010 Eyrir Invest secured 150 million Euros of long term bank financing with final maturity in May 2014
instead of maturity in 2011-2013. New class of bonds, with maturity in May 2014 will be issued in 2011. By year end
2010 a sale of EUR 7 m of those new bonds had been secured.

Creating long term value
Eyrir Invest has invested in and supported its core holdings for further growth. Core holdings have in recent years
built and strengthened their competitive position through a carefully executed growth strategy. The next phase is
value creation through continued innovation, market penetration and focus on operational excellence.
2010 was a good year for Marel, Össur and Stork. All increased revenues and profitability and continued strong cash
flows increased their financial strength resulting in moderate leverage.

•

•

•
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Market leder in very
good position, clear
strategy and strong
cash flow

•

Market leder within
its field

•

Very strong cash
flow and debt free
company within 3
years if operation is
unchanged

Forward looking, is
revenue growth and
harvesting
Net debt / EBITDA
2010 = 2.9

•

Net debt / EBITDA
2010 = 1.8

•

Two independent
companies after
2011; Stork
Technical Services
and Fokker

•

The company is
financed until 2016

•

Net debt / EBITDA
2010 = 1.9

Core holdings with sound financials
Marel with One financing at good terms
In 2010 Marel secured 350 million Euros in long term financing.
Deleveraging of the company has been very successful. The company has decreased net debts by EUR 120 m in recent 12-15
months through good cash flows from operation, sale of noncore businesses and issue of new shares for EUR 60 million. The
new financing structure is a major milestone and provides the
company with strong foundation for the future. All existing debts
were refinanced at favorable terms and conditions. One financing structure supports the company’s long term strategy by providing the stability and flexibility needed to continue to grow the
business, as well as making the full integration of the company’s
operations possible. Six international banks, led by ING Bank,
Rabobank and ABN AMRO provided the financing package.

Marel´s net debt development
400

EUR million

350
300
250
200
150
100

Q4 08

Q1 09

Q2 09

Q3 09

Q4 09

Q1 10

Q2 10

Q3 10

Össur is among the highest cash generative med-tech companies in Europe
Össur is among the highest cash generative med-tech companies in Europe and through its strong cash flow the net
interest bearing debt has been decreasing steadily over the last years. At year end 2010 net debt amounted to $135
million, resulting in a net debt/EBITDA ratio of 1.8x. A strong financial position and positive outlook in Össur operation enabled the company to secure total financing in early 2011 at favourable terms and conditions. The agreement
was made with club of 3 banks, ING Bank, SEB and Nordea. The agreement as well supports Össur growths strategy.

Stork taking steps toward full split of Fokker and Technical Services
Stork is following a clearly defined route of value creation though operational improvements in addition to capturing
the full value of the underlying asset portfolio. In recent years Stork has been focusing on its two divisions; Stork
Technical Services and Fokker Technologies. In 2010 Stork showed good increase in revenues with operational
EBITDA up by 22%.
A major milestone was reached when Stork Technical Services sold a non-core operating unit in late 2010 for EUR
160 m, thus further reducing the group leverage down to around 1.9x EBITDA. The sale was at 10x EBITDA. After
the sale the Technical Services are a pure play oil, gas and energy service provider and the aim is to further grow by
internal and external growth within it´s field.
Stork is financed through a club syndicate with final maturity in 2016. The strong financial position of Stork provides
flexibility to continue to develop core activities within Fokker Technologies and Stork Technical Services, with focus
on operational excellence and growth.

Eyrir Invest 2010 Annual Report
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Eyrir Invest’s portfolio

Eyrir Invest’s core holdings, representing over 90% of assets, are in the
leading industrial companies: Marel, Össur, Stork Technical Services and
Fokker Technologies.
Eyrir´s assets amount to EUR 426 m and the equity ratio is 44% at year end 2010.

Successful
“Buy and Build”
strategy

The vast majority of Eyrir Invest’s assets are in four leading industrial companies: Marel, Fokker
Technologies, Stork Technical Services and Össur. These investments have been carefully
selected based on Eyrir Invest’s ‘’Buy and Build” strategy and all of the companies are today
market leaders within their industries and/or have strong brand recognition in their markets.
Eyrir Invest is the lead investor in Marel, with 32% of total shares at year end 2010, and Össur’s
second largest shareholder, with 14% of total outstanding shares. Eyrir Invest also holds 17% in
the Netherland-based industrial conglomerate Stork B.V. and has a small portfolio of venture
capital investments of young promising companies.

Core Holdings

Industry

Leading global provider of advanced
equipment and systems for the food
processing industry.

Oil & Gas: Strong regonal position
in Benelux with high market share.

Aerospace Tier 1 supplier.
• 75% of revenues are defence
and service related.

34%

32%

19%

14%

Oil & Gas: “Oil is the world’s vital source of energy and
will remain so for many years to come, even under the
most optimistic of assumptions about the pace of development and deployment of alternative technology“.
– International Energy Agency

22%

17%

Aerospace: “Over the past 20 years, air travel grew by
an average of 4.8% each year, despite two major world
recessions, terrorist acts, the Asian financial crisis of
1997, the severe acute respiratory syndrome (SARS)
outbreak in 2003, and two Gulf wars. The resilience of
air transport growth comes from its intrinsic importance to the livelihood of people around the world.“
– Airbus global market forcast

18%

17%

Food Processing Industry: “The only reliable way
to produce more food is to use better technology.“
– The Economist

Health Care: “More than one-third of all amputations
are caused by the diabetes epidemic – a leg is amputated due to diabetes every 30 seconds. The duopolistic prosthetics industry faces a technological shift in
the coming years.“
– SEB Enskilda

Leading global company in noninvasive orthopaedics.

% of Eyrir Invest’s % Ownership
total assets
in company

In addition cash and venture investments represents 7% of total assets
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Platform for value creation
In 2010 our core holdings continued to make good progress. Benefits from cost efficiency measures continued to be realized and what’s more important our core holdings have maintained their
level of investment in development of new products and now reap the benefits of having a strong
product pipeline when the economic environment is stabilizing.
During the year, Marel achieved its target of 10-12% EBIT margin and secured a long term financing
for the company. Marel is now focusing on building its business and executing its long term strategy of strong organic growth. The order book continued to grow throughout the year and is now at
record levels.
Össur is now growing in all areas, with Bracing and Support
showing good results after having emphasized on building a
platform in the most relevant markets in recent years.

Cash
6%

Aerospace
18%

Health Care
19%

Fokker Technologies is benefitting from having a strong product
project portfolio. The aerospace industry is highly complex; it
has however showed its strength once again with air traffic
bouncing back to pre-crisis levels.
Stork Technical Services maintained its success rate in retaining
business as the market stabilized in 2010. Continued stabilizing
will most likely be prevailing throughout this year.

Venture
Investments
1%

Risk diversification
Oil & Gas
Industry
22%

Food Processing
Industry
34%

Investments well diversified between strong growth industries
We at Eyrir Invest believe that we have built a unique portfolio which has the potential to generate
significant shareholder value and cash flows in near future. Core holdings are well managed and
have strong balance sheets. Our core holdings now have the ability to combine growth with healthy
cash flows. In addition they are all in a position to capture value creating opportunities in their
strategic plans.

Eyrir Invest 2010 Annual Report
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A two track recovery

The global economy is undergoing a transformation which eventually will
lead to a new economic equilibrium. In this transition phase, consumers in
developed countries will not be the main driving force of economic growth.
Instead global growth will continue to shift towards the emerging markets,
both through increased investments and eventually increased consumption.

For the most part the year 2010 was a time of recovery. In developed markets such as the US and
Europe, economic recovery has taken hold although at a relatively modest phase. US economy is
growing again but many parts of the economy remain too leveraged and so far unemployment
remains too high. In Europe the core economies such as Germany are making good progress, but
periphery economies remain under pressure. This is most notable in the financial markets were
bond yields are high and serious worries remain regarding long term growth potential. The challenge remains to bring debt levels down, and to increase competitiveness of the economies in order
to create sustainable growth.
Emerging markets have progressed well in 2010 and recovery from the economic crisis of 20082009 is no longer the issue, on the contrary the main issue for 2011 and onward is whether the
economy can continue to grow at this pace and whether asset prices are rising too fast.

Real Private Consumption
(annualized percent change from preceding quarter)
12%
10%
8%

Emerging and
developing economies

6%
4%
2%

Advanced
enconomies

0%
-2%

2007

2008

2009

2010

-4%

Source: IMF World Economic Outlook, January 2011.

The imbalances between advanced and emerging markets, particularly regarding savings and
spending, were one of the factors leading to the financial crisis. In the two track recovery in the
world economy these imbalances are re-appearing and the main challenge ahead is how they are dealt
with. Looking at the big picture, it seems clear that a new equilibrium is in the making. It is to be expected
that during this transition there will be increased volatility in markets and asset prices all over the world
– providing companies and investors with many exiting challenges and opportunities.

Iceland – on the right path
Few economies were hit as hard by the global financial crisis as Iceland. From the second half of
2010 a slow recovery has been underway, with modest growth in GDP, inflation has come down to
the Central Bank´s target rate and the outlook for investment and job creation is improving. The
economic program of the Icelandic government and IMF has being executed as planned, delivering
satisfactory results such as a stable exchange rate.
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The Icelandic economy has a strong platform to grow from, with well educated and flexible workforce, valuable renewable natural resources in geothermal and hydro energy, and rich fishing
grounds. Iceland’s fiscal position is stabilizing at an acceptable level, despite the vast deterioration
of the governments financials in the crisis. At year end 2010 net government debt is estimated to
stand at 69% of GDP. Net government debt is forecasted to remain at that level for a couple of years
and to start reducing as stronger growth takes hold. Still some work remains to be done on repairing the balance sheet of the private sector, but with improving growth prospects and a refinanced
banking system more options are
Net Government Debt (% GDP)
becoming available and the outlook is
improving.
80%
With these short term challenges under
control, Iceland is moving towards a better position to contemplate the key long
term economic issues, such as the monetary policy and whether to join the EU
or not. The Icelandic government has
already applied for full membership of
the EU and discussions with EU are progressing well and according to plan.

70%
60%
50%
40%
30%
20%
10%
0%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: Central Bank of Iceland estimates, February 2011

Marel and Össur are both among Iceland´s most prominent export companies with a solid platform for continued growth and good operational results.

Outlook
The global economy is undergoing a transformation which eventually will lead to a new economic
equilibrium. In this transition phase, consumers in developed countries will not be the main driving
force of economic growth. Instead global growth will continue to shift towards the emerging markets, both through increased investments
and eventually increased consumption.
World GDP Growth
Eyrir Invest´s assets are ideally positioned
within industry segments that enjoy good
growth prospects for the long term.
Marel as the leading provider of advanced
equipment for the food processing industry, Össur as a technical and market
leader in prosthetics, Fokker Technologies
as a top tier supplier to the aerospace
and defense sector with a great program
portfolio and Stork Technical Services as
a strong regional player in the oil & gas
services.

Emerging and developing economies
World enconomy
Advanced enconomies

2007

2008

2009

2010

2011

2012

12%
10%
8%
6%
4%
2%
0%
-2%
-4%
-6%
-8%
-10%

Source: IMF World Economic Outlook, January 2011
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Marel hf.

Marel is the leading global provider of advanced equipment, systems and
services for the fish, meat and poultry industries with an increased focus
on the convenience food industry.
2010 was a good year for Marel with a 34% increase in revenues and good
profitability. Turnover in 2010 was ¤ 582 million with 11% EBIT margin.
Marel employs 3.500 people in over 30 countries.
The year 2011 starts with a record order book and continued good
momentum in all markets.

After having transformed the competitive landscape in a highly fragmented industry Marel is now an undisputed
world-wide industry leader in developing and providing advanced equipment and solutions to the poultry, meat
and fish industries, with an increased focus on the convenience food segment.
In the past years Marel has acquired a number of strong companies and renowned brands. The strategy of merging
all these excellent businesses into ONE COMPANY to ensure value creation in the long term was successfully
completed in 2010. Forward looking this will continue to give Marel further growth opportunities and increase
profitability benefitting both customers and shareholders.

Eyrir Invest first
acquired shares in
Marel in 2004, and has
been Marel’s principal
shareholder since
autumn 2005, in april
2011 Eyrir holds 35% of
total outstanding
shares. Eyrir Invest
“Buy and “Build”
strategy has been the
cornerstone of our
participation in Marel.
At the AGM in 2006, the
growth strategy was
presented and Marel is
today the market
leader with a 15%
global market share.
Arni Oddur
Thordarson has been
the Chairman of the
Board and Margret
Jonsdottir a board
member of Marel
during this time.
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Further processing
13%

Meat
15%

Others
4%

Fish
15%

Iceland The Netherlands
0,5% 2,5%

Other countries
17%

By geographical
location

By business
segment
North America
29%

Europe other
51%

Poultry
53%

Marel’s acquisitions in recent years were neither
opportunistic nor coincidental. The importance of
diversification and a strong global market penetration
has become clearly evident. Marel being the market
leader with an estimated 15% global market share is
prepared to provide its customers the products they
need. Marel growth rate has consistently exceeded the
5-6% annual industry growth rate.

External growth

Integration

Organic growth
1000

582

129

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014 2015*

*Target

The leading player in an attractive market
Marel has consistently invested 5-7% of its revenues in product development. This has
resulted in a history of strong product development and reputation for innovation, which have
had an industry changing impact.

The customer base is diverse and as companies are increasingly looking for a
single supplier that can deliver complete processing and turnkey solutions Marel
is in a unique position to offer a single source solution, with state-of-the-art
equipment and systems that span the entire production process.
Marel is operating from a strong quality of earnings base as around two-thirds of
Marel turnover stems from the sales of spare parts, services and standardized
products. Revenues can furthermore be divided into four business segments:
Meat, poultry, fish and further processing.

Larger
systems
1/3

Spare parts
and service
1/3

Sales by category

Standard equipment
and smaller solutions
1/3

A year of significantly improved performance
Marel had a very good year in 2010. Level of market activity increased gradually during the course of the year and
revenues from core business grew by 34% with an EBIT level of 11%. The refinancing of the company in Q4 was a
major milestone of the year. Overall the business remains well invested and the company’s working capital program
continued to yield improvement in working capital ratio.

Number 1
globally

Number 1
globally

Number 1
globally

Major
global provider

In advanced equipment and
systems for
poultry processing

In advanced equipment
and systems for seafood
processing

In advanced equipment
and systems for
further processing

Of advanced equipment
and systems for
meat processing

One financing – One company
Marel signed an agreement with a group of six international banks on long-term financing in the amount of EUR 350
million. The new financing structure is a major milestone and provides the company with a strong foundation for
the future. The agreement enabled the company to refinance all its existing debts at favourable terms and conditions. Equally important, it supports the company’s long term strategy by providing the stability and flexibility
needed to continue to grow the business, as well as making the full integration of the company’s operations possible. Net debt / EBITDA is at 2.9x at year-end 2010.

Eyrir Invest 2010 Annual Report
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Favourable long term view
Proteins play an increasingly larger role in the global diet. Global urbanization is on the rise and
by 2030 it is estimated that 2/3 of the world population will reside in urban areas – up from the
current 50%. Higher income is associated with urban living and hence increased protein consumption. The most efficient protein segments, i.e. poultry are experiencing the highest growth.
Protein production has been steadily rising for the last 50 years
Global production of beef, fish, pork and poultry
500 Millions of tons
Change
1961-2007

400
Poultry

x9.7

Pork

x4.7

300

200
Fish

Source: FAO

x2.3

100
Beef

x2.3

0
1960

1970

1980

1990

2000

Looking ahead Marel´s management is confident that the company will reach its goal of exceeding the industry growth rate and show good profitability. Top line revenue growth is among other
things driven by:
• Underlying market growth.
• Move to increased further processing of food as consumers increase demand
for ready-made foods.
• Growth in market share as a result of the introduction of breakthrough
new products.
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Marel – an excellent case study
We are proud of our investment in Marel and our role as a principal shareholder. Marel started as
a research project in the University of Iceland in 1977 and was incorporated in 1983. Marel has
enjoyed good growth from listing of its shares in the Icelandic Stock Exchange in 1992.
Eyrir Invest became Marel´s principal shareholder in autumn 2005. In 2005 Marel´s total revenues
were EUR 129 m and Marel was the leading provider of advanced solutions toward the fish industry
and in partnership with Stork Food Systems in providing poultry solutions.
At the AGM 2006 a two-phase growth strategy was laid out by the Board of Directors that has been
backed up with good execution.

Execution aligned with strategy
AGM 2006 - 5 year targets
Revenues

¤ 400-500 million

2010 actual

¤ 582 million

EBIT margin 10 - 12%

11%

Global market leader in fish, poultry and meet

15% market share
“

2015 Targets
A 20% market share with ¤ 1 billion in revenues and increased porfitability

A Robust EUR 4 Billion Market
The long-term outlook is favourable as the growth drivers of steadily increasing protein consumption – including urbanization in emerging markets and a move towards mass production processes
in the food processing industry – remain intact.
The estimated EUR 4 billion market has been growing by 5-6% annually during the past two decades. This is double the GDP growth for the same period. The underlying growth in the next two
decades is predicted to be at same pace of 5-6%. Increased market penetration in emerging markets is important as the markets are growing around 6-8% in Eastern Europe, South America, the
Middle East and Asia while the market growth it is around 4% in Western Europe and North America.

“Our decision to
maintain our level
of investment in
product
development
during the past
two years, despite
the challenging
operating
environment, is
now really
paying off.”
Theo Hoen,
CEO Marel
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“The only source of knowledge is experience”
Albert Einstein
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Stork b.v.

With a long-standing record of innovation and operational
excellence, Stork has strong brand recognition and is among the
market leaders in each line of its businesses.
Stork has consistently delivered solid financial results and
strong cash flow over the past years and holds a good project
portfolio with a strong “triple A blue chip” customer base.

Stork was listed on the Amsterdam Stock Exchange for approximately 19 years but is currently a
privately owned company. Eyrir Invest owns around 17% of total shares in the company.
With high strategic flexibility the company is focusing on its two divisions; Stork Technical Services
and Fokker Technologies. As a group, Stork has made important steps in the positioning of its core
activities for future growth. After the streamlining that took place over the last two years, Stork
Technical Services is a pure play oil-, gas-, and energy service provider and Fokker Technologies
focuses on structures, electric wiring and after production services.

Each division is now refocusing on growth, autonomously and through acquisitions, to increase
size and sustain as a leader in their respective industry anticipating the expected consolidation over
the next years.
Stork showed good operational improvements in 2010 benefitting from market stabilization and
in-house operational excellence programs. The aerospace market looks very different now compared to one year ago; the sector has once again shown its strength with air traffic growth bouncing
back to pre-crisis levels. The energy sector showed resilience and Stork Technical Services capitalized well on existing relationships.

Head Office
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“The result of our unique business model—turnkey asset integrity
management delivered with the highest regard for safety, consistency
and profitability—has earned us the trust of corporations around
the world. There is nothing more important to us than gaining and
keeping that trust.”
– Doug Meikle, CEO of Stork Technical Services

Technical Services
Stork Technical Services is a world class, knowledge-based asset integrity
management company dedicated to providing seamless performance to corporations and asset owners in the Chemical, Oil & Gas and Power industries.
Stork Technical Services’ business model of providing world-class, seamless
asset optimization services, positions it as the partner of choice for these
markets and others.
Technical Services
Customer base makes a difference; in 2010 high focus was on
the customer base and increasing
customer relations. Stork Technical Services is involved in maintaining the integrity of large industrial plant. Range of capabilities
means Stork is involved throughout the lifecycle of the asset, the
lifecycle on the oil platform can be
up to 100 years.
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In 2010 focus was on core business and integration; preparing the company for
further growth. The focus is on creating an operating structure scalable for
global services. Stork Technical Services is becoming increasingly ready to
participate in industry development of consolidation and growth.
At year end 2010 Stork Technical Services sold its non-core operating division
Stork Materials Technology (SMT). With Stork Technical Services focusing on
development and maintenance of industrial sites in the oil & gas, chemical and
power industries SMT’s strategy deviated and was defined as non-core. SMT
had grown into an international leading player in the field of material and
product testing. Stork Technical Services has high potential to grow further
both organically and through acquisitions.

“Stork has improved its results compared to 2009 and is back on a
growth path. The second half of 2010 showed a positive development
for the economy as a whole and for Stork in particular. This is reflected
in an increase in the key financial indicators, such as turnover, order
book, operational ebitda and operational cash flow.''
– Sjoerd Vollebregt, CEO of Fokker Technologies and
the holding company stork b.v.

Fokker Technologies
Fokker Technologies develops and produces complex lightweight structures
and electrical wiring systems for the aviation and aerospace industries. In
addition, the service activities are directed at the maintenance of components
and providing integrated logistics and engineering services for the Fokker fleet,
as well as other aircraft types such as the Bombardier Dash 8.
In the long-term the aviation industry market anticipates stable growth and an
irreversible development in the direction of sustainable aviation with efficient
aircraft and lower environmental impact. The use of lighter materials such as
Glare and composites perfectly match those trends. Fokker Technologies plays
a leading role in this area through its many years of experience in the development and application of these materials.
The business model, which Fokker Elmo Wiring Systems has been following
since the 1990´s, seamlessly matches the current market developments. Under
this model, the design and development of wiring systems for commercial aircraft, Elmo is one of the only three global companies that can fulfill the complete wiring harness design and manufacturing requirements of Aircraft OEM
customers.
Fokker Technologies enjoys above average market growth potential based on a
solid project pipeline in a well balanced project portfolio of commercial and
military projects and well positioned in key industry programmes, niche technological positioning and strong commercial relationships. It is Stork’s strategy
to build on its strong engineering and project management skills and establish
its position as a key specialist to aerospace OEMs.

Aerospace
The late cyclical industry performed well in 2010 performing
well and gaining momentum in
orders. The development has been
very favorable as passenger traffic has been recovering strongly.
During the past 20 years, air travel
grew by an average of 4.8% annually, despite two major world recessions, terrorist acts, the Asian
financial crisis of 1997, the severe acute respiratory syndrome
(S A R S ) outbreak in 2003, and
two Gulf wars. The resilience of
air transport growth comes from
its intrinsic importance to the lifestyle of people around the world.
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Össur hf.

Össur is a leading global company in non-invasive orthopaedics,
delivering advanced and innovative technologies within the fields
of prosthetics, bracing & supports and compression therapy, a market
amounting to USD 4.5 billion.

Value through innovation
Going forward Össur will bring unique possibilities with life enhancing products. What will
define Össur in the future is continued value through innovation. The product pipeline today is
completely different now than 10-15 years ago. Constant commitment to more effective designs,
technologies and outcomes has enabled Össur to maintain its technological leadership in the
field of prosthetics.

Strong position in main markets
Össur has a strong platform in place for its prosthetics products and in the last few years the
emphasis has been on building a platform for its bracing and support products.
Prosthetics
Strong Platform in place

Bracing and Support
Building a Platform

2006-2010

“Overall the results
for 2010 are very satisfying. The product
pipeline has been
strong and an important contributor to
this year’s success.
In 2010 we have seen
breakthrough bionic
products like the
ProPrio Foot as well
as new bracing and
support products.
Success of the
bracing and supports
segment in Americas
is very positive and
confirms our
strength in this
segment.”
– Jon Sigurdsson
CEO Össur
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2010Platform in most
markets
Opportunities to
trade up technology
Market share
8-10%

European
platform in place

2001-2005

2000
• Market share
< 2%

Building a European
platform
• Pepole
• Products
• Customers

Trading up
technology-Bionics

2006-2010
Growing faster than
market
Market share
18-20%

2005
• Market share
< 1%

Building a European
platform
• Pepole
• Products
• Customers

Össur´s growth derives from a combination of organic growth and strategic acquisitions. Össur
made large acquisitions in the prosthetics field in the years 2000-2001 and is now the second
largest player on the market with 21% market share. In the bracing and support area Össur made
large acquisitions in 2005-2007 and is now the third largest player with 6% market share. These
acquisitions changed the industry and combined with Össur´s technological leadership they
secured Össur its strong market position.
The product line is strong based on consistent investment in R&D. Össur has already introduced
to the market some breakthrough bionic products. These Bionic products utilize artificial intelligence to sense the user’s motion, allowing the prosthesis to react in real time. Össur’s Bionic
products have received various awards and recognition over the past few years. The new RHEO
KNEE® is now a second generation design, featuring the breakthrough Bionic Technology. This
life changing technology is unmatched by any other company. The Bionic product PROPRIO
FOOT® has an active reimbursement code in the US.

In the Bracing and Support market Össur foresees great potential in mirroring its technological expertise in prosthetics into the B&S products, a segment which has not seen any major technology upgrades in recent years.
Össur is headquartered in Iceland and has operations in 14 different locations around the globe, maintaining a well
balanced sales split between the US and European markets. Össur has around 1.600 employees.

Positive industry growth drivers
Össur operates within niche segments of the orthopaedic industry in the
medical device market. Innovation and technological developments;
demographics; lifestyle; and the regulatory environment are key dynamics
that influence the orthopaedic market.
Strong underlying market growth fundamentals include an ageing population, increased social demands and lifestyle issues. The percentage of the
population aged 65 and older is rising, a trend underpinning market
growth in the prosthetic industry, as an aging society brings an increase in
the frequency of vascular diseases and diabetes, the two main causes of
amputation. Over 80% of all US amputees are over 65 years of age. Today,
more and more people in this age group are aware of the advantages of
active living. As the primary users of orthopaedic products, they constitute an important driver of market growth in the industry.

Percentage of Population aged
60 and over, 1959-2050
40 %
35 %
30 %
25 %
20 %
15 %
10 %
5%
0%

1950
World

1975

2009

More developed regions

2025

2050

Less developed regions

The years to come
In 2010 Össur experienced excellent sales growth or 9% in local currency with strong contribution from bracing &
support as well as prosthetics. Profitability was stable and EBITDA amounted to USD 74 million or 21% of sales.
The product pipeline was very strong in 2010. A total of 22 new products were launched including the PROPRIO
FOOT which is the second product in the Bionic Platform.
Going forward Össur will focus on improving people’s mobility. Innovation and acquisitions are, and will continue
to be, the cornerstone of Össur’s strategy. Össur creates value for customers, shareholder and employees by:
•
•
•
•

Increasing value through innovation
Growing through strategic acquisitions
Gain market share
Increasing profitability

Eyrir Invest first acquired shares in Össur in 2004 and is the second largest shareholder holding close to 14% of total
shares at year end 2010. Eyrir Invest has supported Össurs growth strategy and played a crucial role in the internationalizing of the shareholder base. Thordur Magnusson is the vice-chairman of Össur. In September 2009, the
Company was listed on NASDAQ OMX Copenhagen, and following the listing, a successful new shares offering was
conducted. Since its initial listing in Iceland, Össur has transformed into a global company and it was a logical next
step to list the Company in Copenhagen.
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Ventures

Investment in ventures has always been part of Eyrir Invest’s strategy. Eyrir
Invest’s business is to own and actively create value in the companies it invests in.
Within ventures, Eyrir Invest invests in companies that have high growth
potential and novel technology with the potential to become technological
leaders. The investments in ventures do not have preconceived time frame.

Eyrir Invest has a long tradition and strong platform to participate through active ownership in
start-up companies and support these companies for further growth and scalability. Investments
to date are in companies in which Eyrir Invest considers that as an owner we can add considerable
value through ownership and to capitalize on existing growth possibilities.

ReMake

ReMake Electric was added to Eyrir Invests Venture capital portfolio in 2010. ReMake has developed a new and improved metering technology for circuit breakers called Circuit Breaker Meter
(CBM). The CBM adds value to circuit breakers as a diagnostic tool as well as providing added
security. In addition the CBM gives users further value by the opportunity to monitor their electrical
usage for savings benefits. The CBM is an innovative addition to the fast growing Smart Metering
market providing detailed information on electrical consumption.
The inventor and founder of ReMake is Hilmir Ingi Jonsson, a certified electrician. The goal of
ReMake is to improve the capabilities for monitoring electricity usage and diagnosis of problems
such as overload. Today the electrical load is difficult to see or monitor and overload can create fire
hazards as well as lead to higher energy usage through heat generation. As electricity production
is the world’s main cause for carbon footprint it is vital that electricity becomes more efficient.
Electricity consumption has increased by 45% since 1980 and is projected to increase by 70% in
over the next 20 years. By gaining more control of electricity consumption it is possible to make the
home/company safer, make electrical appliances more efficient and last longer. As well there are
savings on electrical bills by not overloading circuits and prevent potential electrical damages to
appliances.
Eyrir Invest is looking forward to participate in future projects with ReMake as we consider ReMake’s
products and possibilities unique.

Calidris

Eyrir Invest became a principal investor in Calidris in 2007. Thordur Magnusson became Chairman
of the Board at that time. Calidris is an excellent example of Eyrir Invest’s “Buy and Build” strategy.
In March 2010 Calidris was sold to Sabre Airline Solutions, the world’s leading provider of integrated IT solutions and services for the airline and travel industry with 9000 employees in 60
countries worldwide.
Calidris was incorporated in 2002 by two former Icelandair executives, Kolbeinn Arinbjarnarson
and Magnus I. Oskarsson, who each has over 20 years experience in the airline industry. They had
been working on the solution 3-4 years before the incorporation. In the initial years Calidris was
funded from operations.
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Calidris is based on a strong vision of building a superior product that can create great value in a well defined niche
on the world airline market. At the time of the sale Calidris had established itself as the worldwide leader in Revenue
Integrity solutions. Its flagship solution, Calidris Integrity, is generally
regarded as the best solution providing the highest value to airlines. The
solution is built on a very strong underlying technical platform, which has
much wider applicability than just in revenue integrity solutions.
Calidris was ready for the next step in its development. In order to make full
use of the opportunities ahead this was the right path for the company to
follow. Calidris has now a strong sponsor to sell its solutions in the global
market and the Calidris technology is being incorporated into other Sabre
airline solutions as a key component of Sabre’s future architecture.
Calidris, or Sabre Iceland as it is now called, has 42 employees in Reykjavik.
Eyrir Invest is proud to have been part of this success and happy to see
Calidris enter the next stage in its growth.

“Overnight success takes 11 years”
Invention and innovation are among the key drivers of economic growth. In
a company´s life the real growth phase begins when it starts to commercialize
its innovation.
Marel was incorporated in 1983, the company´s roots lie in a research project
conducted at the University of Iceland starting in 1977. In 1992 Marel´s shares
were listed on the Icelandic Stock Exchange. Since then, through the support
of its shareholders and capital markets, the company has grown from being a
technological leader into a global market leader.
Eyrir Invest 2010 Annual Report
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“The world tomorrow belongs to the person
who has the vision today.”
Robert Schuller
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Social responsibility

Eyrir Invest is committed to high standards of corporate governance, social
responsibility, business integrity and professionalism in all its activities.
Eyrir Invest believes in open and honest communications with stakeholders
and is committed to supporting the community through grants and donations.

Eyrir Invest also encourages the management of all of its core holdings to honor all stakeholders and apply
the highest standards of corporate governance and social conduct.
As a major shareholder, Eyrir Invest supports and encourages the aggressive strategy of its principal holdings towards investment in R&D, which amount to 5-7% of sales in Marel and Össur. Marel and Össur are
the largest investors in Iceland in terms of R&D spending. It is Eyrir Invest’s firm belief that healthy investments in R&D create the fundamentals for continued value creation and is a prerequisite for a sustainable
competitive advantage.
Furthermore, Eyrir Invest has always invested in venture companies. Starting a new business is not an easy
task and Eyrir Invest’s support in this regard is both financial and professional in nature. The scope and
possibilities for value creation are enormous at the venture capital level, but the risk is also substantial.
Eyrir Invest’s business is to own and actively create value in companies and taking active ownership role in
the companies it invests in. Good corporate governance is for these reasons fundamental for Eyrir Invest.
Eyrir Invest applies good corporate governance in its own operation and its companies operations.
In the past years Eyrir Invest has sponsored
various projects at all levels of education and
donated multiple grants to charities. Yearly
donations are made to numerous charities,
including “Mothers in Need” an organization
that assists low-income families in troubled
times, the University of Iceland has been supported with a substantial donation. Eyrir
Invest sponsors yearly a mathematic contest
at the elementary school level.
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Shareholders

At year-end 2010, there were 16 shareholders in Eyrir Invest. Eyrir Invest’s
shareholders are successful entrepreneurs with careers in various industries
such as banking, insurance, fishing, pharmaceuticals and retailing.

The co-founders and principal shareholders of Eyrir Invest are Thordur Magnusson, Chairman, and
Arni Oddur Thordarson, CEO. Shares held by them and companies fully under their control and
ownership are as follows:

Thordur Magnusson

20.3%

Arni Oddur Thordarson

17.3%

In mid year 2000, Arni Oddur Thordarson co-founded Eyrir Invest and has been its CEO since then.
Thordarson has extensive international business experience and has served as a board member of
various businesses through the years. In autumn 2005, Thordarson became Chairman of the Board
of Marel and has been boardmember in Stork B.V. since early 2008. Prior to co-founding Eyrir
Invest, Thordarson was Head of the Corporate Finance & Capital Markets at Bunadarbanki Islands,
which later on merged with Kaupthing.
Thordur Magnusson was CFO in Eimskip for over two decades before co-founding Eyrir Invest.
Today Magnusson is the Vice-Chairman of the Board in Össur, chairs the board of Marorka and
Calidris and holds a seat on the boards of many Icelandic companies, including Byko, Kaupas and
Norvik. Magnusson holds an MBA degree from the University of Minnesota and a Business degree
from the University of Iceland.
Other large shareholders’ ownership is as follows:

Horn fjarfestingarfelag ehf.

27.5%

Straumborg ehf.

8.6%

Sigurjon Jonsson

8.3%

Arkur ehf.

2.6%

Others (ten shareholders)
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15.4%

Jon Helgi Gudmundsson, Arni Oddur Thordarson CEO, Thordur Magnusson, Chairman of the Board ,Dr. Olafur Steinn Gudmundsson, Sigurjon Jonsson, Hermann Mar Thorisson.

The Board Members of Eyrir Invest are Thordur Magnusson, Jon Helgi Gudmunds
son, Olafur Steinn Gudmundsson, Sigurjon Jonsson, Hermann Mar Thorisson
and Steinunn Jonsdottir, a substitute Board Member.
Hermann Mar Thorisson is the CEO of Horn. Horn is an investment company fully owned by
Landsbankinn. Landsbankinn is based on the domestic operations of former Landsbanki Islands
and is now the largest bank in Iceland. Landsbankinn is 81% owned by the Icelandic government.
In October 2008 Eyrir Invest and Landsbankinn reached an agreement in which Eyrir Invest took
over Landsbankinn’s holding in Stork B.V. in exchange for new shares in Eyrir Invest. Eyrir Invest’s
share in Stork following is today 17%.
The holding company Straumborg hf. is owned by Jon Helgi Gudmundsson and his family.
Gudmundsson is the Chairman and principal shareholder of Straumborg ehf, an Investment company involved in various businesses. In addition to Straumborg, Gudmundsson and his family run
Norvik hf. and related companies. Norvik’s roots stem back to 1962 with the founding of the
hardware store Byko, Iceland’s largest home improvement retailer and supplier to the professional
sector of the building industry. Norvik also operates various other retail stores, including Kaupas,
Elko and Intersport.
Sigurjon Jonsson is Chairman of Skipavik and its principal owner. Skipavik is a shipyard and a
building contractor in Stykkisholmur, Iceland. Jonsson previously owned and operated Raekjunes,
a fishing and scallops processing company.
Arkur ehf. is owned by Steinunn Jonsdottir, an active investor in Iceland. Jonsdottir holds a seat on
the board of Norvik and has held board seats with various other companies in Iceland. Jonsdottir
holds an MBA degree from the University of Reykjavik.
Dr Olafur Steinn Gudmundsson is an active investor within the area of pharmaceutics and biotechnology. He has significant experience in senior management level positions within the pharmaceutical industry in the US. He is currently an adjunct faculty member of Purdue University and holds
several board seats at various biotech and pharmaceutical companies. Dr Gudmundsson holds a
doctorate degree in Pharmaceutical Chemistry from The University of Kansas and a Pharmacy
degree from The University of Iceland.
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History

Eyrir Invest was founded in the middle of 2000. Since then, Eyrir
Invest’s “Buy and Build” strategy has consistently increased
shareholders’ value above market returns.

Eyrir Invest founded and is the
principal investor in Gilding

2000

Actual operations begin with the exchange of
shares in Bunadarbanki for Gilding shares

2001

2002

New investment strategy defined:
Eyrir Invest acquires shares in industrial
companies with the potential to become
global leaders. Eyrir Invest acquires large
stake in Marel and Össur

2003

2004

Merger of Bunadarbanki & Kaupthing
Eyrir Invest participates in many
restructuring projects in Iceland

Thordur Magnusson, Chairman, and Arni Oddur Thordarson, CEO, founded Eyrir Invest in mid-2000 and have been
the company’s principal owners since then. In its early years, Eyrir Invest participated in many restructuring projects
in Iceland, including playing an instrumental role in the bank merger of Bunadarbanki and Kaupthing.
In 2004, Eyrir Invest purchased a considerable share in Marel and Össur and defined them as long-term active
holdings with an emphasis on participating in operation, strategic planning and capital allocation of these companies.
In 2005 and 2006, new financially sound investors joined Eyrir Invest. Their participation substantially strengthened
the company and its capacity to pursue further growth.
The year 2007 brought the conclusion of a two-year battle over Stork, a three-division conglomerate based in the
Netherlands. Eventually Eyrir Invest and Landsbankinn joined forces with Candover to bid for the whole company
for a total value of EUR 1.7 billion.
The financial crisis in autumn 2008 that led to economic downturn at higher magnitude than we have seen for
decades provided Eyrir Invest with new challenges. Eyrir Invest had no exposure to the Icelandic banks and had
since 2006/2007 been focused on building up a strong cash position and securing long-term funding. For Eyrir
Invest, the highlight of 2008 was the successful conclusion in May of Marel’s acquisition of its long-term partner
Stork Food Systems. After the acquisition, Marel is a global leader within its field, with a 15% worldwide market
share, and is subsequently better placed to serve its global customers.
In November 2008, Eyrir Invest increased its share in Stork B.V. by acquiring NBI’s (Landsbankinn) share in the
company. The acquisition was financed with a share issue in Eyrir Invest, thus strengthening the company’s
financials.
In September 2009, Össur’s shares were dual-listed on the Nasdaq OMX Copenhagen Exchange in addition to its
listing on the Nasdaq OMX Reykjavik Exchange. Marel made significant progress in strengthening its financials in 2009.
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Conclusion of Stork B.V. acquisition
Eyrir Invest takes over NBI’s share
in Stork in exchange for 27.5%
share in Eyrir Invest

New growth strategy announced in Marel

2005

2006

Eyrir Invest exits the Icelandic
banking sector with the sale of
its Kaupthing shares

2007

LME builds up a 43% share in Stork

2008

Marel completes EUR 350 million
in long term financing

2009

2010

Össur successfully dual listed in Copenhagen

Eyrir Invest, Landsbanki and Candover
make a take-over bid in Stork

2010
In the last decade Eyrir Invest has proved its ability to successfully navigate the economic landscape. Opportunities
have been identified and seized. Equally importantly the right timing of exit in projects have been successfully
executed.
An important part of Eyrir Invest strategy is to maintain financial strength both in our own operation as well as in
our core holdings. This strategy is important and proved to be vital when the crisis hit the global economy in
September 2008. High liquidity of cash and financial assets as well as Eyrir Invests focus on maintaining a debt
maturity profile of at least 4 years were key elements of Eyrir Invests successful navigation through the crisis. Eyrir
Invest was prepared to deal with the crisis and acted quickly when the outlook began to deteriorate.
The world economy was gaining strength in 2010. Marel has been advancing at tremendous speed; order intake has
exceeded order booked off for 7 consecutive quarters. Marel also finished long term financing for the whole
company. The outlook for the aerospace sector could not be more different now than one year ago, once again the
aerospace industry has proved that it really is a growth industry. The oil and gas industry are gaining strength;
profitability has been restored and growth is expected to continue. In 2010 Calidirs was sold to Sabre Airlines
Solution. Calidris is a great example of a successful build up in our venture portfolio. ReMake was added to our
portfolio in 2010.
Our core holdings reported solid operational results with strong cash flows in 2010. Looking forward Eyrir Invest
and core investments are well managed and ready to capture future opportunities.
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Our Team

Eyrir Invest employs seven dedicated professionals with advanced
qualifications and wide-ranging experience in the financial
markets and other various sectors of the economy.
Eyrir Invest encourages its employees to increase their knowledge
consistently, particularly by continuous education.

Thordur Magnusson
Chairman

Arni Oddur Thordarson
CEO

Magnusson was the CFO at Eimskip for over 20 years, before co-founding Eyrir Invest, and held a seat on the boards
of numerous Icelandic companies and organizations on behalf of Eimskip.

Thordarson is the co-founder of Eyrir Invest, and has been
its CEO from the beginning. Thordarson has extensive
international experience in various businesses. Prior to cofounding Eyrir Invest, Thordarson was Head of Corporate
Finance & Capital Markets at Bunadarbanki Islands, which
later merged with Kaupthing.

• Vice-Chairman of Össur hf.
• Chairman of the Board in Marorka, Handpoint ehf,
ReMake Electric ehf and Saga Medica ehf.
• Board member in the Icelandic retail companies
Byko, Kaupas and Norvik.
• Board Member of the Iceland Chamber of
Commerce and Reykjavik University.
• MBA degree from the University of Minnesota
• Cand.Oecon in Business Administration from the
University of Iceland
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•
•
•
•
•

Chairman of the Board of Directors of Marel
Board member of Stork B.V.
Board member of Egils Brewery
MBA degree from IMD in Switzerland
Cand.Oecon in Business Administration from the
University of Iceland

Orn Valdimarsson
Head of Equity and Industry Analysis
Valdimarsson was formerly employed at Vidskiptabladid
(Business Weekly) where he worked for several years as a
journalist, CEO and editor.
Valdimarsson has held a seat on the boards of various
firms and been a member of the Ethics Committee of the
Icelandic Federation of Journalists.

Margret Jonsdottir
CFO
Jonsdottir has been employed at Eyrir Invest since 2004
when she was appointed CFO of the company. Prior to joining Eyrir Invest, Jonsdottir worked as Director of Accounting
and Budgeting at MasterCard, Iceland.

• B.Sc. degree in Economics from the University of
Iceland
• Executive Certificate from Copenhagen Business
School

Jonsdottir was also the Director of Finance at the Industrial
Loan Fund, later FBA Investment Bank, which subsequently merged with Islandsbanki. At FBA Investment Bank,
Jonsdottir headed the Accounting and Budgeting department.
• Board member of Marel
• M.Acc. degree in Accounting and Auditing from
the University of Iceland
• Cand.Oecon in Business Administration from the
University of Iceland

Inga Hafdis Sigurjonsdottir
Accounting
Sigurjonsdottir previously worked in the accounting department at Navision A/S in Denmark and later at Microsoft
Business Solutions.
• B.Sc. degree in Business Administration from
Bifrost University

Sigfus Ragnar Oddson
Senior Director Investments & Corporate Finance
Oddsson previously worked at Landsbanki Islands as a
Senior Director of Corporate Banking. Prior to that, Oddsson
was employed as an Associate at UK based Landsbanki
Securities. He has held a number of board positions on
behalf of his previous employers and is an FSA Approved
Person for Corporate Finance.
• M.Sc. degree in Informatics from the Technical
University of Munich
• B.Sc. degree in Computer Science from University
of Iceland
• B.Sc. degree in Industrial Engineering from
University of Iceland

Olof Bjork Thorleifsdottir
Middle Office
Prior to joining Eyrir Invest, Thorleifsdottir worked in finance
and accounting at the Fisheries Investment Fund, in back office at FBA Investment Bank and as an operational manager
at the Gerduberg Cultural Centre.
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Innovation and executi
Rheo Knee
Redesigned and launched in 2009, the RHEO
KNEE® is an advanced prosthetic device that
liberates its users to focus on their chosen activity,
instead of having to think about how they are
walking. Using sophisticated artificial intelligence,
it continuously learns and adapts to an amputee´s
walking style and environment.
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ion are key to success
Marel Sensor X 300
The SensorX bone detection system automatically finds bones in poultry and meat
products. It was designed to tackle the chicken bone problem that, until now, has been
an unavoidable part of chicken processing.
The system´s advanced X-ray technology can
also easily detect other contaminants such
as metal, stone and glass.
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Endorsement and Statement by the Board of Directors and the CEO

Eyrir Invest ehf.’s aim is to own, buy and sell shares, other securities and all other financial assets. The Company
started its operation in the year 2000. The Company follows a "Buy and Build" strategy that implies being a leading
investor and active participant in operations and strategic planning of core investments by providing knowledge,
experience and stable ownership. Eyrir Invest finances it’s operation with equity and long term financing with the
target of 40%-50% equity ratio. The aim is to generate long term healthy returns above markets.
The Financial Statements have been prepared in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the EU and additional Icelandic disclosure requirements for financial statements of listed
companies.
According to the statement of Comprehensive Income, profit for the year amounted to EUR 51,819 thousand and
total comprehensive income amounted to EUR 33,180 thousand. According to the Balance Sheet, equity at the end
of the year amounted to EUR 186,648 thousand and equity ratio is close to 44%.
The Company's core holdings are 32% share in Marel hf., 14% share in Össur hf. and a 17% share in Stork B.V.
through London Acquistion Luxco S.a.r.l. Eyrir has been a shareholder in Marel and Össur since 2004 and in Stork
since 2006. Eyrir's key holdings are market leaders in their respective industries. Marel and Stork functional currency is EUR and Össur accounts are denominated in USD. Shares in Marel and Össur are currently traded in ISK
but Össur is also listed on Nasdaq OMX Copenhagen. Stork is an unlisted company after Candover´s, an UK based
private equity fund, and Eyrir‘s delisting of the company in beginning of the year 2008.
Eyrir Invest extended the majority of it's borrowing until May 2014 with interest payments every six months, first
interest payment is due in May 2011. The extended loans are multicurrency loans with interest terms of EURIBOR/
LIBOR + 400 bps. The total amount is close to 150 million Euros. Furthermore, Eyrir Invest decided to issue a new
class of bonds of up to 4 billion ISK (26 m Euros). Sale of bonds amounting to 1 billion ISK (6.5 m Euros) has already
been secured at year-end 2010. The new bonds mature on May 15th 2014 and carry interest payments every 12
months, with the first interest payment on May 15th 2012. The new bonds are with interest terms of REIBOR + 500
bps and covenants of a minimum equity ratio of 25% as well as a limit on dividend payments to maximum of 50%
of net profits. Eyrir will apply for a listing of the new bonds in addition to its currently listed bonds EYRI 05 1 on
Nasdaq OMX Iceland.
The managements time and efforts in 2010 have largely been used in structuring and supporting the implementation of the strategy of Eyrir's core holdings. These efforts have amongst other things resulted in more focused,
flexible and market driven organisations with stronger financials that now have NIBD / EBITDA ratio of 2-3x, fully in
line with targets and international practices. Sound financing gives them good foundation for future growth and
value creation.
At the end of November 2010 Marel signed an agreement with group of six international banks on long-term financing in the amount of EUR 350 million. The initial average interest terms are EURIBOR/LIBOR + 320 bps and is
expected to decrease during the maturity of the loans, in line with increase of the financial strength of Marel. Terms
and conditions are in line with Loan Market Associaton (LMA) corporate standards.
Eyrir uses equity method in accounting for the holdings in Marel. At year end the market value per share in Marel is
100 ISK equal to 65 eurocent´s per share compared to book value of 62 eurocents per share. Development in beginning of 2011 is further strengthening of Marel’s shareprice in line with it's increased growth and profitability.
Eyrir Invest sold 22.6 million shares in Össur hf. in the year 2010. After the transaction Eyrir holds 62.840 thousand
shares, equivalent to 13.85% of outstanding shares in Össur. Eyrir Invest realised good profits on the sale. The sale
takes Eyrir Invest’s holding in Össur below 15% and according to accounting standards Eyrir books its holdings in
Össur after the sale at market prices instead of the equity method. Year-end shareprice of Össur is 203 ISK.
Eyrir Invest book value of it´s share in Stork via London Acquistion is according to fair value method for non listed
assets; using comparable transaction multiples, trading multiples and 5 years discounted cash flow valuation. Eyrir
Invest book value is based on a conservative approach.
Information on risk management are accounted for in the notes to the Financial Accounts. Eyrir Invest aims at distribute risk by diversifying its holdings to different growth industries, see further note 5.
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Endorsement and Statement by the Board of Directors and the CEO, cont’d.

The Board of Directors of Eyrir Invest seek to maintain good corporate governance in accordance with the
Guidelines on Corporate Governance published by the Iceland Chamber of Commerce, NASDAQ OMX Iceland hf.
and the Confederation of Icelandic Employers in June 2009. The Board has established written rules of precedure
that addresses the role and execution of the work of the Board and the responsibilities of the CEO. The rules of
procedure stipulate among other things the convening of Board meetings, their frequency and the arrangement of
the meetings. They contain comprehensive instructions on Board members suitability to participate in handling
of matters concerning the Company‘s operations, rules on secrecy, information provided to the Board by the CEO
and further rules. The Board as a whole comprises the Audit Committee and the Renumeration Committee.
In 2010 the Board of Directors held ten boardmeetings and on all occasions the majority of the Board members
was present.
Shareholders at the end of the year were 16 unchanged from the beginning of the year. Three shareholders held
more than 10% of outstanding shares each at the end of the year 2010. They are:
		
		
		

Thordur Magnusson* 		
Arni Oddur Thordarson*		
Horn Fjárfestingarfélag ehf.

20.2%
17.3%
27.5%

*Shares held by Thordur Magnusson, Arni Oddur Thordarson and by companies fully under their control and
ownership. Thordur Magnusson is Chairman of the Board and Arni Oddur Thordarson the Company´s CEO.
The Board of Directors suggests that no dividends will be paid for the operational year 2010, but refers to the
financial statements regarding appropriation of the profit for the period and changes in shareholders' equity.

Statement by the Board of Directors and the CEO
According to our best knowledge it is our opinion that the Annual Financial Statements give a true and fair view of
the financial performance of the Company for the financial year 2010, its assets, liabilities and financial position
as at 31 December 2010 and its cash flows for the financial year 2010.
Further, in our opinion the Financial Statements and Endorsement of the Board of Directors and the CEO give a
fair view of the development and performance of the Company's operations and its position and describes the
principal risks and uncertainties faced by the Company.
The Board of Directors and the CEO have today discussed the Annual Financial Statements of Eyrir Invest ehf. for
the year 2010 and confirm them by means of their signatures. The Board of Directors and the CEO recommend
that the Financial Statements will be approved at the Annual General Meeting of Eyrir Invest ehf.
Reykjavík, 7 February 2011
The Board of Directors:

CEO:
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Independent Auditor’s Report

To the Board of Directors and Shareholders of Eyrir Invest ehf.
We have audited the accompanying financial statements of Eyrir Invest ehf., which comprise the statement of
financial position as at December 31, 2010, the statements of comprehensive income, changes in equity and cash
flows for the year then ended, and notes, comprising a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards as adopted by the EU, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements
are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting principles used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion
In our opinion, the financial statements give a true and fair view of the financial position of Eyrir Invest ehf. as at
December 31, 2010, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU.

Report on the Board of Directors report
Pursuant to the legal requirement under Article 106, Paragraph 1, Item 5 of the Icelandic Financial Statement Act
No. 3/2006, we report, to the extent of our competence, that the report of the Board of Directors accompanying
the financial statements includes the information required by the Financial Statement Act if not disclosed
elsewhere in the Financial Statements.
Reykjavik, 7 February 2011.
KPMG ehf.
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Statement of Comprehensive Income for the year 2010

Notes

2010

6

64,851
7,491
15,873
3,254

2009

Investment income
Net income from securities and derivatives
Share of profit (loss) of equity accounted associates
Net interest expenses
Net foreign exchange (loss) gain

15
7

(
(

Net operating revenue

(
)

(

)

53,215

(

4,992
13,116
13,592
183
21,533

)
)

)

Operating expenses
836
560

889
1,241

Operating expenses

1,396

2,130

Profit (loss) for the year

51,819

(

23,663

)

Foreign currency translation difference of foreign associates
Net profit on hedges in investment in foreign associates
Share of comprehensive income from associates
Translation difference and hedges transferred to profit and loss

(

970
308
7,034
0

)

(

4,649
2,763
264
25,787

(

18,639

(

7,696

)

33,180

(

31,359

)

11

0,05

(

0,02

)

11

0,03

(

0,03

)

Salaries and salary-related expenses
Other operating expenses

8
9

Other comprehensive income

(
14

Other comprehensive income for the year
Total comprehensive income (expense) for the year

)

(

)
)

)

Earnings per share for result attributable to equity holders of
the Company for the year (expressed in EUR cent per share)
Basic and diluted
Earnings per share for total comprehensive income attributable
to equity holders of the Company for the year (expressed in EUR
cent per share)
Basic and diluted

The notes on pages 52 to 74 are an integral part of these financial statements.
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Balance Sheet as at 31 December 2010

Notes

Assets
Cash and cash equivalents
Restricted cash
Investment securities
Investments in equity accounted associates
Trade and other receivables
Operating assets

12
13
14
15,16
17
18

2010

2009

12,311
10,447
256,835
143,602
1,201
2,050

3,301
24,225
167,909
208,631
615
2,119

426,446

Total assets

406,800

Equity
Share capital
Share premium
Reserves
Retained earnings

19

Total equity

5,912
97,855
5,674
77,207

5,912
97,855
24,313
25,389

186,648

153,469

237,890
1,908

252,958
373

239,798

253,331

Liabilities
Borrowings
Trade and other payables

20,21

Total liabilities
Total equity and liabilities

426,446

406,800

The notes on pages 52 to 74 are an integral part of these financial statements.

Amounts are in EUR thousand
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Statement of Changes in Equity for the year 2010
Reserves
Notes

Share
option
reserve

Share
Share
capital premium

TransRetained
lation
earnings
reserve

Total
equity

2009
5,912

Equity 1.1.2009

97,855

258

Total comprehensive income
for the year

622

(

Share option reserve

55,185
)(

30,697

643

Share option reserve transferred
to retained earnings
Equity 31.12.2009

24,975

19

)(

31,359

)

643
901

0

5,912

97,855

0

24,313

25,389

153,469

5,912

97,855

0

24,313

25,389

153,469

51,819

33,180

77,207

186,648

(

901

184,185

)

2010
Equity 1.1.2010
Total comprehensive income
for the year
Equity 31.12.2010

(
19

5,912

97,855

0

18,639
5,674

)

The notes on pages 52 to 74 are an integral part of these financial statements.
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Statement of Cash Flows for the year 2010
2010

Notes

Cash flows from operating activities
Profit (loss) for the year
Adjustments for:
Unrealised gain on securities
Share of (profit) loss of associates
Share options expensed
Depreciation
Net interest expenses
Net foreign exchange loss (gain)

51.819

(

23,663

)

64.851
7.492
0
80
15.873
3.254

) (

)

(

4.992
13.116
643
92
13.592
183

1.317

) (

1,395

)

1.618

(

1,031

)

301

(

2,426

)

(

6.683
1.866

) (

8,792
3,185

)

(

4.516

) (

8,033

)

6

(

15

(

9
18
7

Working capital used in operations

(

Change in operating assets and liabilities
Cash from (used in) operations before interest
Interest paid
Interest received
Net cash used in operating activities

2009

)

)

Cash flows from investing activities
Restricted cash, decrease (increase)
Investments in shares
Proceeds from the sale of shares
Acquisition of operating assets

(

18

(

Net cash used in investing activities

17.477
150
26.061
11

) (

) (

43.377

6,085
3,061
1,003
31

)

)

3,996

Cash flows from financing activities
29.851

) (

3,084

)

Increase (decrease) in cash and cash equivalents

9.010

(

7,121

)

Cash and cash equivalents at 1 January

3.301

10,422

12.311

3,301

Repayment of borrowings

Cash and cash equivalents at 31 December

(

12

Investing and financing activities without cash flow effect
Proceeds from borrowings
Repayment of borrowings
Derivatives paid

(

4.701
4.701
0

)
(

11,509
0
11,509

)

The notes on pages 52 to 74 are an integral part of these financial statements.

Amounts are in EUR thousand
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Notes

1. Reporting Entity
Eyrir Invest ehf. (the "Company") is an international investment company incorporated and domiciled in
Iceland. The registered office of the Company is at Skólavörðustígur 13 in Reykjavík, Iceland. The financial
statements of Eyrir Invest ehf. as at and for the year ended 31 December 2010 comprise the Company.
Eyrir Invest ehf. is an investment company, aiming to own, buy and sell shares, bonds and other financial
instruments. The Company has listed bonds on the NASDAQ OMX Iceland. The Company follows a "Buy
and Build" strategy that implies being a leading investor and active participant in operations and strategic
planning of core investments by providing knowlegde, experience and stable ownership.

2. Basis of preparation
Assets and liabilities in the Balance Sheet are presented in liquidity order which is considered more
appropriate for the Company than the current/non-current presentation. For each asset and liability
item that combines amounts expected to be recovered or settled after more than 12 months, a payment
schedule is disclosed.
a. Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the EU and additional Icelandic disclosure requirements for financial
statements of listed companies.
The Financial Statements were approved by the Board of Directors of Eyrir Invest ehf. on 7 February 2011.
b. Basis of measurement
The Financial Statements have been prepared on the historical cost basis except for the following:
• financial instruments at fair value through profit or loss are measured at fair value.
• investments in associates are accounted for using the equity method.
The methods used to measure fair values are discussed further in note 3b.
c. Functional and presentation currency
The Financial Statements are presented in Euro, which is the Company's functional currency. All financial
information presented in Euro has been rounded to the nearest thousand, unless otherwise stated.
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, liabilities, income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods affected.
In particular, information about significant areas of estimation uncertainty and critical judgements
in applying accounting policies that have the most significant effect on the amount recognised in the
financial statements is described in note 4i.

3. Accounting policies related to financial instruments
The accounting policies set out below have been applied consistently to all periods presented in these
Financial Statements.
a. Financial instruments
(i) Non-derivative financial instruments
Non-derivative financial instruments comprise investments in equity and debt securities, loans, trade
and other receivables, cash and cash equivalents, borrowings, trade and other payables.
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3. Cont’d.
Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair
value through profit or loss, any directly attributable transaction costs. Subsequent to initial recognition
non-derivative financial instruments are measured as described below.
Cash and cash equivalents comprise of cash held at bank.
Accounting for finance income and expenses is discussed in note 3c.
Financial assets at fair value through profit or loss
An instrument is classified 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 Company manages such investments and makes purchase and sale decisions based on their
fair value. Upon initial recognition attributable transaction costs are recognised in profit or loss when
incurred. Financial 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 financial instruments are measured at amortised cost using the effective interest
method, less any impairment losses for financial assets.
(ii) Derivative financial instruments
The Company holds, when efficient, derivative financial instruments to hedge its interest rate and
currency risk exposure. At year-end 2010, the Company holds no outstanding derivative financial
instrument (2009: nil).
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 through profit or loss. Derivatives with positive fair value at the reporting date
are recognised as assets in the Balance Sheet while derivatives with negative fair value are recognised as
liabilities.
(iii) Hedge accounting
If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated
or exercised, then hedge accounting is discontinued prospectively. The cumulative gain or loss previously
recognised in equity remains there until the forecast transaction occurs. When the hedged item is a nonfinancial asset, the amount recognised in equity is transferred to the carrying amount of the asset when it
is recognised. In other cases the amount recognised in equity is transferred to profit or loss in the same
period that the hedged item affects profit or loss.
(iiii) Share capital
Ordinary shares
Ordinary shares are classified as equity. Incremental costs directly attributable to issue of shares and
share options are recognised as a deduction from equity.
Repurchase of share capital
When share capital recognised as equity is repurchased, the amount of the consideration paid, which
includes directly attributable costs, is recognised as a deduction from equity. Repurchased shares are
classified as treasury shares and are presented as a deduction from total equity. When treasury shares are
sold 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.
Dividends
Dividends are recognised as a decrease in equity in the period in which they are declared.

Amounts are in EUR thousand
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3. Cont’d.
b. Fair value measurement principles for financial instruments
A number of the Company’s accounting policies and disclosures require the determination of fair value, for
both financial and non-financial assets and liabilities. Fair values have been determined for measurement
and/or disclosure purposes based on the following methods. When applicable, further information about
the assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.
(i) Investment Securities
Investment securities in the Balance Sheet consist of investments in equity and debt securities. The fair
value of listed securities in an active market is determined by reference to their quoted market bid price
at the reporting date without any deduction for estimated future selling costs.
When a quoted market price is not available on a stock exchange or from a broker / dealer for nonexchange-traded financial instruments, the fair value of the investment is estimated using valuation
techniques, including use of recent arm’s length market transactions, reference to the current fair value
of another instrument that is substantially the same, discounted cash flow techniques, option pricing
models or any other valuation technique that provides a reliable estimate of prices obtained in actual
market transactions.
Where discounted cash flow techniques are used, estimated future cash flows are based on
management’s best estimates and the discount rate used is a market rate at the reporting date applicable
for an instrument with similar terms and conditions. Where other pricing models are used, inputs are
based on market data at the reporting date. Fair values for unquoted equity investments are estimated,
if possible, using applicable price/earnings ratios for similar listed companies adjusted to reflect the
specific circumstances of the issuer.
(ii) Derivatives
The fair value of forward exchange contracts are based on their listed market price, if available. If a listed
market price is not available, then fair value is estimated by discounting the difference between the
contractual forward price and the current forward price for the residual maturity of the contract using a
risk-free interest rate based on government bonds.
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 a similar instrument at the reporting date.
(iii) Trade and other receivables
The fair value of trade and other receivables, which is determined for disclosure purposes, is estimated
as the present value of future cash flows, discounted at the market rate of interest at the reporting date.
(iv) 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.
(v) Share-based payment transactions
The fair value of employee stock options is measured using a Black-Scholes model. Measurement inputs
include share price on measurement date, exercise 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.
c. Investment income
(i) Net income from securities and derivatives
Net income from investments in securities and derivatives comprise net gain or loss on the sale of shares,
changes in the fair value of the investments and derivatives, other than foreign exchange economic
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3. Cont’d.
hedges, transaction costs, dividend income and interest income. Dividend income is recognised in the
Statement of Comprehensive Income on the date the entity's right to receive payments is established.
(ii) Interest income
Interest income comprises interest income on funds invested. Interest income is recognised as it accrues,
using the effective interest method.
(iii)Foreign exchange gain (loss)
Net foreign exchange gain (loss) comprises foreign exchange changes arising from assets and liabilities
denominated in foreign currencies and gains and losses arising from derivatives hedging economically
the foreign currency risk. Net currency gains and losses are reported on a net basis.

4. Other accounting policies
a. Foreign currency
(i) Foreign currency transactions
Transactions in foreign currencies are translated to the functional currency of the Company at exchange
rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
at the reporting date are translated to the functional currency at the exchange rate ruling at that date.
Foreign currency gain or loss arising on translation are recognised in the Statement of Comprehensive
Income.
(ii) Foreign operations
The assets and liabilities of foreign operations are translated to EUR at exchange rates at the reporting
date. The income and expenses of foreign operations are translated to EUR at exchange rates at the
dates of the transactions. Foreign currency differences are recognised directly in equity. When a foreign
operation is disposed of, in part or in full, the relevant amount in the foreign currency translation reserve
is transferred to profit or loss.
(iii) Hedge of net investment in foreign operation
Foreign currency differences arising on the retranslation of a financial liability designated as a hedge of a
net investment in a foreign operation are recognised directly in other comprehensive income to the extent
that the hedge is effective. To the extent that the hedge is ineffective, such differences are recognised
in profit or loss. When the hedged part of a net investment is disposed of, the associated cumulative
amount in equity is transferred to profit or loss as an adjustment to the profit or loss on disposal.
b. Associates
An associate is an entity over which the Company has significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint control over those policies.
The operating results and assets and liabilities of associates are accounted for in these financial statements
using the equity method of accounting (equity accounted investees) and are recognised initially at cost.
The Company's investment includes goodwill identified on acquisition, net of any accumulated
impairment losses. The financial statements include the Company'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 or joint control commences until the date
that significant influence ceases.
When the Company's share of losses exceeds its interest in an equity accounted investee, the carrying
amount of that interest, including any long-term investments, is reduced to nil and the recognition of
further losses is discontinued except to the extent that the Company has an obligation or has made
payments on behalf of the investee.

Amounts are in EUR thousand
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4. Cont’d.
c. Operating assets
(i) Buildings and other operating assets
Buildings and other operating assets are measured at cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the asset.
(ii) Subsequent costs
The cost of replacing part of an item of operating asset is recognised in the carrying amount of the item
if it is probable that the future economic benefits embodied within the part will flow to the Company and
the cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised.
All other costs are recognised in the Statement of Comprehensive Income as an expense as incurred.
(iii) Depreciation
Depreciation is recognised in the Statement of Comprehensive Income on a straight-line basis over the
estimated useful live of each part of operating assets. The estimated useful lives are as follows:
				Buildings		50 years
				Other operating assets
3-5 years
Depreciation methods, useful lives and residual values are reviewed at each reporting date.
d. Impairment
(i) Financial assets
A financial asset not carried at fair value through profit or loss is assessed at each reporting date to
determine whether there is any objective evidence that it is impaired. A financial asset is considered to
be impaired if objective evidence indicates that one or more events have had a negative effect on the
estimated future cash flows of that asset.
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. All impairment losses are recognised in the Statement
of Comprehensive Income.
An impairment loss is reversed if the reversal can be related objectively to an event occurring after
the impairment loss was recognised. For financial assets measured at amortised cost, the reversal is
recognised in the Statement of Comprehensive Income.
(ii) Non-financial assets
The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated.
An impairment loss is recognised if the carrying amount of an asset or it´s cash-generating unit exceeds
its estimated recoverable amount. A cash-generating unit is the smallest identifiable asset group that
generates cash flows that largely are independent from other assets and groups. Impairment losses are
recognised in the Statement of Comprehensive Income.
The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair
value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset.
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
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in the estimates used to determine the recoverable amount. An impairment loss is reversed only to
the extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.
e. Employee benefits
(i) Defined contribution plans
A defined contribution 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 the Statement of Comprehensive Income when they are due.
(ii) Share-based payment transactions
The grant date fair value of options granted to employees is recognised as an employee expense, with
a corresponding increase in equity, over the period in which the employees become unconditionally
entitled to the options. The amount recognised as an expense is adjusted to reflect the actual number of
share options that vest. At year-end 2010, there are no outstanding share options.
f. Income tax expense
Income tax expense comprises current tax and deferred tax. Income tax expense is recognised in profit or
loss except to the extent that it relates to items recognised directly in equity, in which case it is recognised
in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially 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 measured at the tax rates that are expected to be applied to the
temporary differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable
right to offset current tax liabilities and assets.
A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which the 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.
g. Earnings per share
The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS
is calculated by dividing the profit attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the year. 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.
h. New standards and interpretations not yet adopted
The Company has adopted all IFRSs, interpretations and amendments to existing standards that are
applicable for the year ended 31 December 2010 and relevant to the Company. The Company has not
adopted early any IFRSs, interpretations or amendments effective after 31 December 2010.

Amounts are in EUR thousand
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4. Cont’d.
i. Accounting estimates and judgements
Key sources of estimation uncertainty
Determination of fair values of financial instruments
As indicated in note 3b the Company’s investment securities and derivatives are measured at fair
value on the Balance Sheet. For part of these financial instruments, quoted market prices are readily
available. However, certain financial instruments, for example, over-the-counter derivatives or unquoted
securities are fair valued using valuation techniques, including reference to the current fair values of other
instruments that are substantially the same, subject to the appropriate adjustments.
Fair value estimates are made at a specific point in time, based on market conditions and information
about the financial instrument. These estimates are subjective in nature and involve uncertainties and
matters of significant judgement, e.g. interest rates, volatility, estimated cash flows etc., and therefore,
cannot be determined with precision.
Determination of impairment of financial assets
Assets accounted for at amortised cost are evaluated for impairment on the basis described in accounting
policy 4d(i). The assessment for impairment is based upon management’s best estimate of the present
value of the cash flows that are expected to be received. In estimating these cash flows, management
makes judgements about a counterparty’s financial situation and the net realisable value of any underlying
collateral.
Determination of impairment of non-financial assets
Non-financial assets are regularly valuated for impairment. The assessment for impairment is based
upon management’s estimates of future cash flows and discount rate.
Determination of fair value of share-based payment transactions
The fair value of options at grant date is determined as disclosed in accounting policy 3b(v). For share
options granted to employees, in many cases market prices are not available, because the options granted
are subject to terms and conditions that do not apply to traded options. If traded options with similar
terms and conditions do not exist, the fair value of the options granted are estimated by applying an
option pricing model. In estimating the fair value of options at grant date, the management considers
factors that knowledgeable, willing market participants would consider in selecting the option pricing
model to be used for this purpose.
Critical accounting judgements in applying the Company’s accounting policies
Classification of securities
The Company’s accounting policies provide scope for securities to be designated at fair value through
profit or loss. By making this designation, the management has determined that it has met the necessary
criteria as set out in accounting policy 3a(i).
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5. Financial risk management
Overview
The Company maintains, when available, positions in both derivative and non-derivative financial
instruments in accordance with its investment strategy. The Company's investment portfolio comprises
quoted and non-quoted equity and debt investments. At year-end 2010, the Company holds no positions
in derivative financial instruments.
The Company’s investing activities expose it to various types of risk that are associated with the financial
instruments and markets in which it invests. The most important types of financial risk to which the
Company is exposed from its use of financial instruments are:
• credit risk
• liquidity risk
• market risk
This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management of
capital. Further quantitative disclosures are included throughout these Financial Statements.
The Board of Directors of the Company has overall responsibility for the establishment and oversight
of the Company’s risk management. The Board has commended the CEO day to day developing and
monitoring of the Company’s risk management policies.
The Company’s risk management policies are established to identify and analyse the risks faced by the
Company, 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
Company’s activities. The Company, through its training and management standards and procedures,
aims to develop a disciplined and constructive control environment in which all employees understand
their roles and obligations.
Credit risk
Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails
to meet its contractual obligations. The Company aims to minimize this risk factor by only entering
agreements with solid and well known financial institutions in addition to closely monitoring the credit
risk on an ongoing basis.
Transactions involving derivative financial instruments are usually with counterparties with whom
the Company has signed master netting agreements. Master netting agreements provide for the net
settlement of contracts with the same counterparty in the event of default. The impact of the master
netting agreements is to reduce credit risk.
There were no significant concentrations of credit risk to counterparties at 31 December 2010.
Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated
with its financial liabilities that are settled by delivering cash or another financial assets. The Company’s
approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet its liabilities
when due and not risking damage to the Company’s reputation.
The Company's financial instruments can include investments in unlisted equity investments and derivative contracts traded over-the-counter, which are not traded in an organised public market and which
generally may be illiquid. As a result, the Company may not be able to liquidate quickly some of its invest-
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5. Cont’d.
ments in these instruments at an amount close to its fair value in order to meet its liquidity requirements,
or to respond to specific events such as a deterioration in the credit-worthiness of any particular issuer.
Unlisted financial instruments were 40.8% of total assets at year-end 2010 (2009: 41.3%).
To mitigate this risk the Company has a policy of adequate cash at any given time and in addition to that
having a large part of its asset in listed financial investments, that are considered to be readily realisable
in normal market conditions.
The Company maintains no lines of credit with financial institutions at year-end 2010.
Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and
equity prices will affect the Company’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return. The Company’s market risk is managed on a daily basis by the
employees in accordance with policies and procedures in place.
Details of the Company’s investment portfolio at the reporting date are disclosed in the schedule of
investments included in note 14.
Currency risk
The Company is exposed to currency risk on sales and purchases of equity and debt securities, and
borrowings that are denominated in a currency other than the functional currency of the Company.
The Company uses, when efficient, forward exchange contracts to hedge it´s currency risk. When
necessary, forward exchange contracts are rolled over at maturity. At year-end 2010, there was no active
forward exchange contract market in Iceland.
The Company’s total net currency balance is monitored on daily basis and treated as any other calculated
financial position.
Interest rate risk
The majority of the Company’s financial assets are non-interest-bearing. Interest-bearing financial assets
are subject to limited exposure to fair value interest rate risk due to fluctuations in the prevailing levels of
market interest rates. The Company is exposed to interest risk from interest bearing liabilities and that
risk is mitigated by active risk management.
Other market price risk
Equity price risk arises from financial assets at fair value through profit or loss, primarily equity securities.
Price risk is the risk that value of the instrument will fluctuate as a result of changes in market prices,
whether caused by factors specific to an individual investment, its issuer or all factors affecting all
instruments traded in the market.
For the Company's financial assets that are carried at fair value, with fair value changes recognised in the
Statement of Comprehensive Income, all changes in market conditions will directly affect investment
income.
Price risk is mitigated by the Company’s Management by constructing a diversified portfolio of investments
and instruments traded on various markets. In addition market fluctuations are monitored on intraday
basis which enables the Company to react quickly to any changes in the market.
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5. Cont’d.
The Company's financial investments in shares and equity accounted associates is diversified by
industries as follows:
2010

2009

Food systems: Marel

35.9%

36.8%

Health services: Össur

20.7%

19.2%

Technical services - Oil & Gas: Stork

23.9%

24.2%

Aerospace services: Stork

19.5%

19.8%

100.0%

100.0%

Capital management
The Board's policy is to maintain a strong capital base to sustain future development of the business. It
is the strategy of the Company to pay as dividend 10 - 25% of each year profit. However, in recent years
limited dividends have been paid to maintain strong capital base and to support further value creation
in the Company's core holdings. At the end of 2010 the equity ratio is 44% and thus within the targeted
40%-50% range.
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 Company’s
return on capital was 33.8% in 2010 (2009: negative 12.7%; 2008: positive 7.8%).
There were no changes in the Company’s approach to capital management during the year.
The Company is not subject to externally imposed capital requirements.

Amounts are in EUR thousand
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Investment income
6. Net income from securities and derivatives is specified as follows:
2010

2009
386

Gain (loss) on the sale of securities

31,497

Change in fair value of securities

33,354

938

0

4,440

64,851

4,992

Change in fair value of derivatives
Net income from securities and derivatives

(

)

7. Net Interest expenses is specified as follows:
Interest expenses

(

17,873

) (

2,000

Interest income
Net interest expenses

(

15,873

16,909

)

3,317
) (

13,592

)

Salaries and salary-related expenses
8. Salaries and salary-related expenses are specified as follows:
Salaries and performance-based payments

713

Contributions to defined contribution plans

74

71

Other salary-related expenses

41

57

8

14

836

889

Full time equivalent positions at the end of the year

8

10

Average number of full time equivalent positions during the year

8

10

Salaries, Board of Directors
Total salaries and salary-related expenses

747

Salaries to the Chairman of the Board and the CEO are specified as follows:
Salaries

Thordur Magnusson, Chairman
Arni Oddur Thordarson, CEO

Other
benefits

Defined
contribution
plan

Total salaries
& benefits

70

13

7

90

169

19

17

205

The CEO and the Chairman of the Board do not have any share options at year-end 2010. Share
options can only be issued to them if approved by a Shareholders' meeting.
Salaries paid to four other members of the board during the year 2010 amounted to EUR 11 thousand
(2009: 9 thousand).

60 | Eyrir Invest 2010 Annual Report

Amounts are in EUR thousand

Other operating expenses
9. Other operating expenses are specified as follows:
2010
Depreciation

2009

80

91

Other operating expenses

480

1,150

Total other operating expenses

560

1,241

Included in other operating expenses for the year 2009 are EUR 643 thousand which relate to equity-settled
shared-based payments but all employees relinquished their rights without any compensation.

Income tax
10. Income tax recognised in the Statement of Comprehensive Income is specified as follows:

Reconciliation of effective tax rate:
2010
Profit (loss) before income tax
Income tax using the Company’s tax rate

51,819
(

Changes in value of shares and taxable
loss not expected to be utilized
Temporary difference due to unrecorded
tax asset and other changes
Effective tax rate

Amounts are in EUR thousand

2009

18.0%

(

5.1%
0.0%

9,327

)

23.1%

(

)

(

15.0%

23,663

)

3,549

11,969

) (

8.8%

) (

2,092

)

2,642

(

6.2%

) (

1,457

)

0

0.0%

0

Eyrir Invest 2010 Annual Report | 61

Earnings per share
11. Profit attributable to equity holders of the Company:
2010
Profit (loss) for the year

51,819

2009
23,663

(

)

Weighted average number of ordinary shares (basic and diluted)
in thousand shares

Issued ordinary shares at 1 January

1,007,681

1,007,681

Weighted average number of ordinary shares at 31 December

1,007,681

1,007,681

Earnings per share:
Basic earnings per share (EUR)

0,05

(

0,02

)

Diluted earnings per share (EUR)

0,05

(

0,02

)

Total comprehensive income attributable to equity holders of the Company:.
2010
Total comprehensive income (expense)

2009

33,180

(

31,359

)

Basic earnings per share (EUR)

0,03

(

0,03

)

Diluted earnings per share (EUR)

0,03

(

0,03

)

Earnings per share:

Cash and cash equivalents
12. Cash and cash equivalents consists of bank deposits.

Restricted cash
13. Bank deposits amounting to EUR 10,447 thousand (2009: EUR 24,225) are restricted to use for the
Company at year-end. Deposits are cash held by financial institutions as collaterals for borrowings.
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Investment securities
14. Investment securities are specified as follows:
Listed securities:

Ownership

Össur hf.*

Fair value
12/31/2010

Fair value
12/31/2009

Ownership

13.85%

82,711

18.8%

-

17.0%

173,579

17.0%

163,909

Unlisted securities:
Foreign investments:
London Acquisition Luxco S.á.r.l.**
Unlisted shares

545

1,723

Unlisted bonds

0

2,277

Total unlisted securities

174,124

167,909

Fair value of investment securities at year-end

256,835

167,909

* In 2010 the Company sold 22.6 million shares in Össur hf. and thus reducing its share of total shares
in Össur from 18.8% to 13.85%. Consequently in 2H 2010 the Company ceased to account for its
shares in Össur in accordance with the Equity Method and now accounts for the shares at market value.
Simultaneously the Company discontinued to use hedge accounting for the investment in Össur. The
total effect of the change in accounting method resulted in 46 million EUR increase in investment income
through profit and loss. Thereof, 21 million EUR were transferred from reserves among equity to profit and
loss. Net effect of changes in accounting method amount to EUR 25 million increase in operating revenues.
** London Acquisition Luxco S.á.r.l. is a holding company owned by funds that are controlled by Candover
Investments plc. and Eyrir Invest ehf. London Acquisition sole asset is the Dutch company Stork B.V.
When measuring fair value of the Company's shares in London Acquisition S.á.r.l. the Company's
managements uses comparison with market multiples of comparable companies, multiples in recent
transactions with comparable companies and projected discounted cash flow.

Investments in equity accounted associates
15. Investments in equity accounted associates are specified as follows:
31 December 2010
Marel hf, Iceland

Share in
profit

Ownership

31.9%

Carrying
amount

4,194

143,602

Market value
exceeding
book value

Market
value

151,024

7,422

Total share in profit and loss of associates amounts to 7,491 million EUR and includes share of Össur hf.'s
profit for the first nine months of 2010.

31 December 2009

Share in
profit (loss)

Ownership

Marel hf, Iceland

32.0%

Össur hf., Iceland

18.8%

(

)

2,221
(

Amounts are in EUR thousand

15,337

Carrying
amount

13,116

)

Book value
exceeding
market value

Market
value

137,018

80,448

71,613

73,182

208,631

153,630

56,570
(

1,569

)

55,001
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Investments in equity accounted associates Cont’d.

16. Key financial information of associated companies:
31 December 2010
Marel hf.*

Total
assets

Total
liabilities

Total
revenue

Total
expenses

877,623

534,354

601,337

587,711

Marel hf.

882,882

559,085

551,299

563,110

Össur hf.**

436,039

219,328

229,973

214,174

Profit

13,626

31 December 2009
(

11,811

)

15,799

*Further financial information on Marel can be found at www.marel.com.
**In the year 2010, the Company's share in Össur was diluted below 15% share and as a result
the Company's investment in Össur hf. is no longer accounted for as an investment in associate.
See further note 14.

Trade and other receivables
17. Trade and other receivables are specified as follows:
2010

2009

Capital gain tax

371

376

Receivable from sale of investment securities

578

0

Other receivables

252

239

1,201

615

Total trade and other receivables

At 31 December 2010 and 31 December 2009 no allowance was conceded for doubtful receivables.
No impairment loss was recognised during the years.
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Operating assets
18. Operating assets are specified as follows:
Gross carrying amount

Balance at 1.1.2009

Other
operating
assets

Buildings

Total

2,085

288

2,373

25

6

31

2,110

294

2,404

0

11

11

2,110

305

2,415

Balance at 1.1.2009

70

123

193

Depreciation

42

50

92

Balance at 31.12.2009

112

173

285

Depreciation

42

38

80

Balance at 31.12.2010

154

211

365

1.1.2009

2,015

165

2,180

31.12.2009

1,998

121

2,119

31.12.2010

1,956

94

2,050

2%

20-30%

Additions during the year
Balance at 31.12.2009
Additions during the year
Balance at 31.12.2010
Depreciation and impairment losses

Carrying amounts

Depreciation ratios

The insurance value of the buildings amounted to EUR 822 thousand at year-end 2010. The tax assessment
value of the buildings amounted to EUR 578 thousand at year-end. The insurance value of other operating
assets amounted to EUR 0,1 million at year-end 2010.

Amounts are in EUR thousand

Eyrir Invest 2010 Annual Report | 65

Equity
19. Issued capital
The Company's share capital, according to its Articles of Association amounts to ISK 1,008 million and
is all fully paid. The holders of ordinary shares are entitled to dividends as declared from time to time
and are entitled to one vote per share at meetings of the Company. The Board of Directors has the right
to increase the share capital by 201,536,244 new shares. Share capital according to the Balance Sheet
amounted to EUR 5,9 million at year-end 2010, share capital is specified as follows:
Amounts

Ratio

Total issued shares at the end of the year (ISK thousand)

1,007,681

100.0%

Share capital according to the Articles of Association

1,007,681

100.0%

Share premium
Share premium represents excess of payment 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
value of share capital must be held in reserve which can not be paid out as dividend to shareholders.
Share option reserve
The reserve includes the accrued part of the fair value of share options. This reserve is transferred to share
premium when share options are exercised. The reserve is transferred to retained earnings when the share
options are not exercised. No share options were outstanding at year-end.
Translation reserve

Foreign exchange differences arising from the translation of the financial statements of equity
accounted associates, as well as from translation of liabilities that hedge the Company's net
investment in foreign operations, are recognised directly in a separate component of equity. When
a foreign operation is disposed of, in part or in full, the relevant amount in the translation reserve is
transferred to profit or loss.
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Borrowings
20. Borrowings, including accrued effective interest, are specified as follows:
Average
interest rate

EUR
ISK, unindexed
ISK, indexed
SEK
USD
GBP
JPY
NOK
CHF
Borrowings

4.6%
9.8%
5.5%
4.6%
5.0%
4.4%
6.7%
4.3%

2010

2009

120,392
20,672
32,124
0
52,201
4,110
2,354
2,468
3,569

140,190
24,501
31,144
34,439
13,866
3,930
1,905
2,188
795

237,890

252,958

182,428
55,462
237,890

202,460
50,498
252,958

Borrowings are secured as follows:
Secured bank loans
Unsecured bond issues and bank loans
Borrowings total

The Company’s investment securities and investments in associates are collateralised to secured bank
loans; book value of collateralised investments are as follows:
Investment in Össur hf.
Investment in London Acquisition B.V
Investments in Marel hf.

82,711
173,579
138,440

71,528
163,909
137,003

394,730

372,440

In the balance sheet the Company has netted it‘s bond claim in one of the failed Icelandic banks against
borrowings from the same bank. The face value of the bond is USD 10 million. After the collapse of the
Icelandic banks, the Company declared to the bank that its claim against the bank would be settled against
the borrowings. The bank acknowledges Eyrir as a beneficial owner of the bond but disputes the right to
settle it against borrowings. According to Icelandic Laws provided that certain conditions are met, the
Company can net it‘s claim against each other. The Company believes that all conditions according to
Icelandic Laws are fully met and will fully protect it´s interest. It is likely that the matter will be solved
through an Icelandic court before end of 2011.

21. Repayment of borrowings are specified as follows:
2010
Repayments in 2010
Repayments in 2011
Repayments in 2012
Repayments in 2013
Repayments in 2014
Repayments in 2015
Subsequent
Borrowings total

20,112
64,150
29
147,801
29
5,769
237,890

2009
9,789
75,109
115,244
48,863
308
3,645
252,958

According to loan agreement the Company has to fulfil certain covenants. At year end the Company is in
full compliance with all covenants in its loan agreements.

Amounts are in EUR thousand
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Deferred income tax liability
22. The deferred income tax liability is specified as follows:
.The deferred income tax liability is attributable to the following items:
2010
Investment securities and investments in equity accounted associates

2009

24,602

31,332

Other balance sheet items

(

97

)(

127

)

Tax losses carried forward

(

17,512

)(

17,199

)

Temporary difference due to unrecorded tax asset

(

6,993

)(

14,006

)

Deferred income tax liability at end of period

0

0

Tax asset is not recognised due to uncertainty over future utilization of the tax asset. The Company will pay
no income tax in the year 2011 due to tax losses carried forward.

Hedges of net investments in foreign associates
23. The carrying amounts of the net investments in the foreign associates and of the borrowings
designated as hedging instruments were as follows:
Carrying amount of:

31 December 2010
Össur hf., Iceland*

Investment

Hedged
borrowing

-

-

71,612

12,733

31 December 2009
Össur hf., Iceland

The amounts of foreign currency differences recognised directly in other comprehensive income were as follows:
Amount of foreign currency
translation difference on:

Hedged net investments in foreign associates:

Net investments

Borrowings

-

-

970

308

31 December 2010
Össur hf., Iceland*
31 December 2009
Össur hf., Iceland

*In the year 2010, the Company's investment in Össur hf. was reclassified to financial instruments through
profit and loss in accordance with IAS 39. As a result, hedge accounting does no longer apply and the
accumulated translation reserve in equity is transferred to retained earning through profit and loss for the
year 2010. See further note 14.
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Financial instruments
24. Credit risk
Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure
to credit risk at the reporting date was:
Carrying amount

2010
Loans and receivables
Cash and cash equivalents
Restricted cash

2009

1,201
12,311
10,447

2,892
3,301
24,225

23,959

30,418

Liquidity risk
The following are the contractual maturities of financial liabilities, including estimated future interest
payments:
31 December 2010
Financial liabilities:

Carrying
amount

Contractual
cash flows

Secured bank loans

190,989

218,586

12,157

47,886

154,091

4,452

46,901

52,231

16,011

28,369

7,851

0

1,908

1,908

1,908

0

0

0

239,798

272,725

30,076

76,255

161,942

4,452

Unsecured bond issues
Trade and other payables

Less than
1 year

1-2
years

2-5
years

More than
5 years

31 December 2009
Financial liabilities:

Carrying
amount

Secured bank loans

202,460

223,262

8,413

62,291

149,318

3,240

50,498

55,448

7,853

22,574

25,021

0

373

373

373

0

0

0

253,331

279,083

16,639

84,865

174,339

3,240

Unsecured bond issues
Trade and other payables

Contractual
cash flows

Less than
1 year

1- 2 years

More than
5 years

2-5 years

Currency risk
Exposure to currency risk
.The Company’s exposure to foreign currency risk was as follows based on notional amounts:

ISK

SEK

USD

82.929

0

3

0

324

0

Loans and receivables

66

0

578

0

0

0

Cash and equivalents

12.229

1

6

0

0

5

Restricted cash

10.463

46

0

0

0

0

31 December 2010
Financial instruments at fair
value through profit or loss

Borrowings
Net balance sheet exposure

Amounts are in EUR thousand

(

52,815
52.872

)

GBP

NOK

Other

0

(

52,199

) (

4.110

)

(

2.468

) (

5.924

)

47

(

51,612

) (

4.110

)

(

2.144

) (

5.919

)
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24. Cont’d.

31 December 2009

ISK

SEK

USD

GBP

NOK

Other

0

0

261

0

1,461

0

Loans and receivables

380

32

0

0

0

0

Cash and equivalents

2,887

128

154

0

18

43

24,023

122

33

15

32

0

34,439

0

(

3,871

) (

2,188

) (

2,581

)

448

(

3,856

) (

677

) (

2,538

)

Financial instruments at fair
value through profit or loss

Restricted cash
Borrowings
Net balance sheet exposure

(

55,664
28,354

)
(

34,157

)

Average rate

Reporting date spot rate

2010

2009

2010

2009

ISK

162,342

173,149

154,230

180,380

SEK

9,543

10,589

8,964

10,269

USD

1,327

1,398

1,337

1,441

Sensitivity analysis
A 10% strengthening of the euro against the following currencies at 31 December 2010 would have increased
(decreased) pre-tax profit or loss by the amounts shown below. This analysis assumes that all other variables, in
particular interest rates, remain constant. This analysis is performed on the same basis for 2009.
Profit or loss

2009
ISK
USD
SEK
Other

(

(

5,287
5,161
5
1,217

2009
) (
(
)

2,729
45
3,416
707

)
)

A 10% weakening of the euro against the above currencies would have had the equal but opposite effect on the
above currencies to the amounts shown above, on the basis that all other variables remain constant.
Interest rate risk
At the reporting date the interest rate profile of the Company's interest bearing financial instruments was:
Carrying amount

Fixed rate instruments
Financial liabilities

2010
(

2009

32,124

) (

26,895

)

Variable rate instruments
Financial assets
Financial liabilities
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0

2.277

(

202,608

) (

222,174

)

(

202,608

) (

219,897

)

Amounts are in EUR thousand

24. Cont’d.
Fair value sensitivity analysis for fixed rate instruments
The Company does not account for any fixed rate financial assets and liabilities at fair value through profit
or loss, and the Company does not designate derivatives (interest rate swaps) as hedging instruments
under a fair value hedge accounting model. Therefore a change in interest rates at the reporting date
would not affect profit or loss.
. ash flow sensitivity analysis for variable rate instruments
C
A change of 100 basis points in interest rates at the reporting date would have increased (decreased) pretax profit or loss by the amounts shown below. This analysis assumes that all other variables, in particular
foreign currency rates, remain constant. The analysis is performed on the same basis for 2009.
2010

2009

Profit or loss
100 bp
increase

Profit or loss

100 bp
decrease

100 bp
increase

100 bp
decrease

Variable rate instruments

(

2,026

)

2,026

(

2,199

)

2,199

Cash flow sensitivity (net)

(

2,026

)

2,026

(

2,199

)

2,199

Fair values
25. Fair values versus carrying amounts
. he fair values of financial assets and liabilities, together with the carrying amounts shown in the balance
T
sheet, are as follows:
31 December 2010

31 December 2009

Carrying
amount

Fair value

Carrying
amount

Investment securities

256,443

256,443

165,632

165,632

Loans and receivables

1,523

1,523

2,892

2,892

12,311

12,311

3,301

3,301

10,442

10,442

24,225

24,225

Cash and cash equivalents
Restricted cash

Fair value

Secured bank loans

(

191,115

) (

191,115

) (

202,460

) (

199,082

)

Unsecured bond issues and bank loans

(

46,901

) (

46,901

) (

50,498

) (

48,466

)

Trade and other payables

(

1,907

) (

1,907

) (

373

) (

373

)

40,796

(

57,281

) (

51,871

)

40,796
		
.The basis for determining fair values is disclosed in note 4.

Interest rates used for determining fair values
.The interest rate used to discount estimated cash flows, where applicable, are based on the government
yield curve at the reporting date plus an adequate credit spread, and were as follows:
2010

2009

Secured bank loans

2.8% - 6.7%

3.7% - 6.5%

Unsecured bond issues, indexed / non-indexed

5.5% - 9.8%

5.5% - 13.75%

Amounts are in EUR thousand
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Guarantees
26. Guarantees
. yrir Invest has not issued any guarantees or entered into any obligations for its associated company or other
E
companies owned by Eyrir.

Related parties
27. Identity of related parties
The Company has a related party relationship with its shareholders, associates, and with its directors and
executive officers.
Key management personnel compensation
During the year the Company paid salaries to the Chairman of the Board of Directors and the CEO. Further
information is in note 8.
Other related party transaction
The Company has no other related party transaction in the year 2010.
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Amounts are in EUR thousand

