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Core Investments

Core Investmens

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.

Leading global company in non-invasive orthopaedics.
Specializing in the development, manufacture and sale of high
quality orthopaedic solutions.

Strong regional position with high market share in Benelux
region in the attractive Chemical, Oil & Gas and Power &
Utilities industry sectors.
This has been accomplished through long standing customer
relationships with blue chip customers, extensive local presence and acquired technology expertise.

Tier 1 supplier to OEMs in the aerospace industry. Present in a
majority of all the key current aerospace projects.
Integrated service provider with clear global market leadership
for the Fokker fleet.
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% of Eyrir Invest’s
total assets

Industry
Food Processing Industry: “In the long-term continued
growth in poultry, meat and fish consumption, together
with the increased demand for convenience food, are the
key drivers for the food equipment market. Global protein
consumption is expected to increase by almost 25% in the
next decade.“

Eyrir Invest’s ownership in company, %

34%

32%

17%

19%

22%

17%

18%

17%

– Rabobank 2009

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 2009

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“.
– WEO 2009

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

In addition to these, cash represents 7% of total assets
Eyrir Invest 2009 Annual Report | 3

„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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Mission and Strategy

Eyrir Invest is an international investment company investing 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 follows a “Buy and Build” strategy, placing great emphasis on value creation through
participation in operations and strategic planning of its core investments by providing knowledge,
experience and stable ownership. Eyrir Invest has a proven track record of profitability and value
creation through this strategy which has increased shareholder value well above market returns
since the company’s foundation in mid-year 2000.

Mission: Long-term shareholder value creation through active ownership
and trading of equities and other securities.
Strategy
• “Buy and Build” strategy and top-down analysis.
• 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.
• Annual return on equity target is 16%.
• The company’s equity ratio will be maintained at 40-50%, depending on
the liquidity and risk profile of its portfolio.
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„Make things as simple as possible, but not simpler.“
Albert Einstein
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“Keep your eyes on the stars
and your feet on the ground.”
Franklin D. Roosevelt
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Letter to shareholders and creditors

The financial crisis that began in 2008 led to a worldwide economic downturn
of a higher magnitude than we have seen in decades.  However, it seems that
the bottom is now behind us with global industrial production in general
showing clear signs of recovery, underpinned by a rapid global recovery of
equities and re-opening of banking markets.  This is a sharp divergence from
the experience of the Great Depression, when a decline in industrial production
continued for years and asset prices tumbled for a decade.

The economic turbulence is felt in different ways. Retail, construction and automobile industries
in North America and Western Europe are expected to continue to face problems in the near term,
while truly global businesses that rely on geographical expansion and changes in consumer habits,
and which focus especially on emerging markets such as Asia and South America, are expected to
enjoy good growth in the coming years.

Value creation on track
Eyrir Invest’s financial position is sound. Eyrir Invest is a long-term strategic investor. Eyrir
Invest's key holdings are a 32% share in Marel Food Systems hf., 15% share in Össur hf. and 17%
share in the Dutch industrial conglomerate Stork. 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. In recent years, they have built up their current strong positions and looking forward,
they are in a position to harvest well.
Eyrir Invest’s balance sheet remains strong with 153.5 million Euros in equity and an equity ratio of
38% at year end. The recession of 2009 is the second severe downturn in financial markets since
Eyrir Invest’s foundation almost ten years ago, in mid-year 2000. Despite this, Eyrir Invest has
increased the book value per share by 28.2% annually since foundation, compared to the annualized return of the MSCI index of -5.9% during the same period, both measured in Euros.
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 world
leaders within their fields. Eyrir Invest takes an active role as an owner, supporting core investments with know-how, stability and long-term thinking. We participate in setting the strategic
direction and ensuring effective execution. That is how we provide value to our investments. That
is how we do business.

Eyrir Invest core
holdings derive
99% of their
revenues outside of
Iceland. These
revenues are
equally divided
between old Europe
and America and
then the emerging
markets. Revenues
from the emerging
markets have been
increasing steadily
and are expected to
continue to grow.
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Eyrir Invest’s core investments in excellent position to create value
Marel is and undisputed worldwide market leader in serving the poultry, meat and fish industries
with an increased focus on the convenience market segment. Marel’s acquisitions have neither
been opportunistic nor coincidental. The importance of diversification and a strong global market
penetration, with a sales and service network spanning more than 30 countries, has become clearly
evident in the current economic climate.
A new management team under the leadership of Theo Hoen was introduced in March 2009.
During Mr. Hoen’s leadership at Stork Food System, the company secured its leadership in serving
the poultry industry with good profitability.
Marel has focused on becoming a more market-oriented company and creating synergies from the
combined businesses, in order to lay the foundation for strong organic and profitable growth in the
years ahead. The financials of the company were significantly strengthened in 2009 as a result of
increased operational cash flow, disposal of non-core businesses and equity issues that significantly
reduced risk and financing costs for the future. We are grateful for the trust that investors and
creditors have shown Marel in recent years and especially through these turbulent last two years.

“Buy and Build”

Invest in
attractive
companies

Clear
ownership
role

Technological leadership

Strategic
focus

Financial
Strength

Value
creation

Market leadership

Össur –successful listing on Nasdaq OMX in Copenhagen
Eyrir Invest is a long term investor and has supported Össur’s growth strategy since becoming a
shareholder in 2004. Eyrir Invests is Össur’s second largest investor with a shareholding of 15%.
Össur has been listed on the Icelandic Stock Exchange since 1999 and in September 2009 Össur’s
shares were listed with great success on the Nasdaq OMX Copenhagen Exchange. Since the listing,
Össur has received well deserved attention from a wide range of investors in Europe and good
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analyst coverage. The shares have increased in value by 60% since listing. It is Eyrir´s firm belief
that there are interesting years ahead in Össur’s operations as the company has secured its position as a leading global player in orthopaedics.

Stork well positioned to benefit from market recovery
Stork has solid long-term financing and a strong cash position at year end 2009. The company
acted swiftly to compensate for the decrease in revenue due to the economic crisis and is now
operating on a sustainably lower cost base. The aerospace division, Fokker Aerospace, showed a
resilient performance during 2009, both in regard to revenues and operational EBITDA. Stork
Technical Services was impaired with a reduction in revenues and lower operating profitability, due
to postponement of customer investments in the market. Underlying growth in the energy market,
which is the main focus of Stork Technical Services, is predicted to remain strong. At year end, the
order book at Stork Technical Services was strong, at a significantly higher level than in the beginning of the year, which indicates that Stork Technical Services is successful in securing new and
extending long-term contracts and is well positioned to benefit from the ongoing recovery in markets. This bodes well for the future, where an increase in revenues will lead to increased profitability.

Exciting new ventures
In addition, a small 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 and we have high aspirations for the company
in the near future.
Eyrir Invest has a well diversified portfolio of assets strategically
positioned within industries that are expected to enjoy good
growth for a long time.

Health Care
17%

Aerospace
18%

Cash
7%

Risk diversification
Oil & Gas Industry
22%

Food Processing Industry
34%

Other
2%
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Financial strength

Strong financials and active capital allocation have always been a priority
for Eyrir Invest. When the global financial and economic crisis hit in 2008
it became vital to maintain a strong financial and cash position.  

A chain is only as strong as its weakest link
A strong emphasis in 2009 was on ensuring that all core holdings would enter 2010 with a
strong financial position and leverage fully in line with international practice.
Eyrir Invest entered 2009 with a decent liquidity position, having maintained a high level of cash
and cash equivalents in recent years. In mid-year 2006, the Eyrir team took the vital decision of
fully exiting proprietary trading and focusing all its attention and capital on supporting its longterm holdings.
This was a key factor in Eyrir Invest’s successful navigation through the financial crisis, which hit
the Icelandic capital markets particularly hard. In autumn 2009, Eyrir Invest refinanced bonds
on maturity and the company also extended its bank financing. Through the sale of shares in
Össur in March 2010, reducing the holding from 19% to 15%, Eyrir Invest continues to ensure
adequate liquidity and the strength of the balance sheet.
In 2009, Marel was deleveraged considerably through strong operational cash flow, successful
equity issues and disposal of non-core business. The financial position was strengthened significantly resulting in reduced risk and lowering of financing costs going forward.
• In spring 2009 Marel was refinanced through a club loan with maturity in November 2011.
Marel – Development of net interest bearing debt
EUR thousand

400.000
350.000
300.000
250.000
200.000
150.000
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Q1 09

Q2 09

Q3 09

Q4 09

• Efficient management of working capital and a gradual improvement in earnings led
to a record operating cash flow of 75 million Euros.
• All in all, during 2009, net debt was reduced to EUR 295 million compared to EUR
379 million at year beginning.
Össur is among the highest cash generating medtech companies in Europe and through its strong
cash f low, net interest bearing debt has been
decreasing steadily for the last couple of years. At
year end 2009, net debt amounted to $173 million,
resulting in a net debt / EBITDA ratio of 2.3x.
Eyrir, Marel, Össur and Stork are all long term
financed, with good a cash position and have no
principal debt repayments in 2010.
Eyrir Invest has outperformed the general market
from foundation. Eyrir Invest is financed through
equity and long-term debt. Equity at year-end in
Eyrir amounted to EUR 153.4 million and the equity
ratio was 38%.

Össur – Development of net interest bearing debt
300.000

USD thousand
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Financing takes place through international and domestic 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. The company holds no off-balance sheet contracts.
Eyrir Invest and its core holdings enter 2010 with solid financing and Eyrir´s cash position has
been further strengthened in the beginning of 2010. Our core holdings have transformed into
industrial leaders and are now set to harvest well from their positions.
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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
Aerospace. Eyrir Invest‘s shareholders return has been good since foundation in mid year 2000.  Internal value per share is today 14.4 eurocents compared with 1.4 eurocents at foundation, 10 years ago.  For the same period the
MSCI world index has declined by 6% annually in Euros, or 44% compounded.

Successful
“Buy and Build”
strategy

The vast majority of Eyrir Invest’s assets are in three leading industrial companies: Marel hf.,
Stork B.V. and Össur hf. These investments have been carefully selected based on Eyrir Invest’s
„Buy and Build” strategy and all 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, and Össur’s second largest shareholder, with 19% of total outstanding
shares. Eyrir Invest also holds approximately 17% in the Netherlands-based industrial conglomerate Stork B.V. and has a small portfolio of venture capital investments of young promising
companies.

Core Holdings

% of Eyrir Invest’s
total assets

% Ownership
in company

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

34%

32%

Leading global company in non-invasive
orthopaedics

17%

19%

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

22%

17%

Aerospace Tier 1 supplier

18%

17%

•

75% of revenues are defence and service related

Step by step since mid-year 2006, Eyrir Invest reduced its general investments in the financial
markets and since mid-year 2008, there have been no investments in its trading book. The
company’s cash position represents 7% of total assets.
All our core investments reported solid operational results in 2009 with strong cash flows. Eyrir
Invest’s main emphasis in 2009 was on supporting this cash flow focus and, further, on gaining
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sustainable strong cash flows from operations. A further priority was to drive down the companies’
cost bases to a sustainable lower level, both to compensate for lower revenues in 2009 and to
increase profits in the future. This was achieved without compromising investment in R&D or
future revenue potential.
The full focus in these companies looking forward is on capturing synergies and increased profitability. For Marel, the order book is in a significantly better position than one year ago and Stork
Technical Services and Fokker Aerospace both enter 2010 with a satisfactory order book. Össur has a
very strong product pipeline in its prosthetics business where a technological shift is becoming evident.

Health Care
17%

Aerospace
18%

Cash
7%

Risk diversification
Oil & Gas Industry
22%

Food Processing Industry
34%

Other
2%

Eyrir Invest has built a unique portfolio with the potential to generate significant shareholder value
and cash flows in the near future. After a period of successful acquisitions, Eyrir Invest’s core
investments have strong competitive positions and are in a key position to capture growth when
markets normalize. Signs of recovery are already evident and the businesses are set to enter 2010
with much improved prospects.
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Global recovery

A deep recession engulfed the entire world economy at the beginning of 2009.  
Swift and appropriate action by monetary authorities, governments and the
private sector ensured that an even deeper depression did not follow. It now
seems like the bottom is behind as global industrial production in general
shows a clear sign of recovery underpinned by a fast global recovery of equities and re-opening of banking markets. This is a sharp divergence from the
experience in the Great Depression, when decline in industrial production
continued for years and asset prices tumbled for a decade.  

The economic turbulence is felt in different ways. In the near term the retail, construction and
automobile industries in N-America and W-Europe are expected to continue to face problems. How
ever, true global businesses that rely on geographical expansion and changes in consumer habits
with special focus on emerging markets such as Asia and S-America, are expected to enjoy good
growth in coming years.
Change in equity prices in various markets in 2009
- in local currencies MSCI World
Nasdaq 100
S&P500
UK
Sweden
Finland
Denmark
Norway
Iceland

-20.0%

A full economic
recovery will
likely take a
number of years
but the worst case
scenario has been
avoided.

-10.0%

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

Still, many imbalances remain in the global economy that need to be addressed in coming years.
A full recovery will likely take a number of years but the worst case scenario has been avoided. The
most serious issues facing the global economy today are the risk of continued subdued aggregated
demand in developed economies and at the same time, there is a growing risk of overheating in
emerging markets, especially in certain property markets. These issues are well known and are for
the most part being appropriately dealt with. A rebalancing of the world economy, where emerging
markets will eventually constitute a larger part of both world economic output and consumption, is
a tricky process that will take years. During that time, ups and downs are to be expected.

A slow recovery in Iceland
The banking and currency crisis in Iceland had an enormous effect on the Icelandic economy in
2009. According to the Central Bank, the estimated contraction in GDP in 2009 was 7.7%, inflation
was 12% and the unemployment rate stood at 8.2% at year end 2009 compared to 1.3% before the
crisis.
The fundamentals of the economy nevertheless remain strong and long-term prospects are good.
New banks have been established, inflation is decreasing fast and the economy is generally expected
to start growing again towards the end of 2010. The economic program of the Icelandic government
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and IMF is being executed broadly as planed, delivering satisfactory results such as a stable exchange rate.
Looking further down the road, Icelanders still enjoy a flexible economy, the export sectors are doing well and
benefitting from the devaluation of the ISK and Iceland´s pension funds remain fully funded. Furthermore, the
Icelandic population is relatively young and well educated and Iceland has large renewable natural resources
in geothermal and hydro energy, as well as rich fishing grounds.
In the short term, the major challenge of the Icelandic economy is to get the government deficit under control
and to start repairing the balance sheets of the private sector. Progress is being made on both fronts. In the
long run, Iceland will have to address other key economic issues such as the monetary policy and whether to
join the EU or not. The necessary debate has already started as the government has applied for full membership, which has been well received by the EU.
Marel and Össur are both among Iceland´s most prominent export companies and have as such benefitted
from the devaluation of the Icelandic krona as almost all of their sales are outside of Iceland and 6-12% of their
cost base is in the Icelandic krona.
World GDP Growth

2006

2007

2008

2009

2010

2011

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

Emerging and developing economies
World enconomy
Advanced enconomies

Sourse: IMF estimates

Outlook
The center of global economic growth has clearly shifted. Consumers in developed countries will
not be the main driving force of economic growth in coming years. On the contrary, deleveraging
will most likely be the key theme of economic development in developed markets. Instead, global
growth will continue to shift towards the emerging markets, both through increased investments
and eventually increased consumption.

Eyrir Invest’s
assets are ideally
positioned
within industry
segments that
Eyrir Invest’s assets are ideally positioned within industry segments that enjoy good growth pros- enjoy good
pects for the long term. Marel as the leading provider of advanced equipment for the food process- growth
ing industry, Össur as a technical and market leader in prosthetics, Fokker Aerospace as a top tier prospects in
supplier to the aerospace and defence sector with a great program portfolio and Stork Technical the long term.
Services as a strong regional player in the oil & gas services.
Word Economic Outlook – Year on year change
2008
2009
2010

2011

World Output
Advanced economies
Emerging & developing economies

3,0%
0,5%
6,1%

-0,8%
-3,2%
2,1%

3,9%
2,1%
6,4%

4,3%
2,5%
6,9%

United States
Euro Area
Japan
Germany
United Kingdom
China
India

0,4%
0,6%
-1,2%
1,2%
0,5%
9,6%
7,3%

-2,5%
-3,9%
-5,3%
-4,8%
-4,8%
8,7%
5,6%

2,6%
1,1%
1,8%
1,0%
1,9%
9,3%
9,6%

2,4%
1,8%
2,5%
2,5%
3,1%
9,4%
8,3%

IMF update January 2010
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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.

The roots of Marel’s business in serving the food processing industry can be traced back to 1932 when Scanvaegt
was incorporated in Denmark. In 1946, Townsend was founded in the United States to serve the pork and meat
industry. A little later, Stork Food Systems was established in the Netherlands to serve the poultry industry and
Marel was incorporated in 1983 with the goal of increasing productivity in the fish industry in Iceland. Today, Marel
is a truly global multi-product and service business, sharing a common heritage of innovation and a drive to constantly serve customers better. At the beginning of the recent economic turbulence, the message was clear; ensure
that the businesses emerge stronger after the storm while maintaining the strategy of merging all the excellent
businesses into ONE COMPANY to ensure value creation in the long term for both customers and shareholders.
Looking ahead, Marel is in a unique position to create value for customers and shareholders after having transformed the competitive landscape in a highly fragmented industry. Marel is an undisputed
Eyrir Invest has been
worldwide industry leader in developing and providing advanced equipment and solutions to
the principal owner of
the poultry, meat and fish industries, with an increased focus on the convenience food segMarel since the year
ment. The cornerstone of Marel´s strategy was presented at the Annual General Meeting in
2006. Eyrir Invest’s “buy
2006; an initial period of high external growth was to be followed by a brief period of refocusand build” strategy has
ing and preparation for a long and fruitful period of high organic growth.

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.

External growth

2005

2006

Integration

2007

2008

2009

Organic growth

2010

2011

2012

2013

2014

Marel’s acquisitions in recent years were neither opportunistic nor coincidental. The importance of diversification and a strong global market penetration, with a sales and service network spanning more than 40 countries, has become clearly evident in the current economic
climate. Marel is the industry leader with an estimated 15% global market share, while the
largest competitor is estimated to hold about an 8% market share.

18 | Eyrir Invest 2009 Annual Report

Marel increases customer productivity
Companies are increasingly looking for a single supplier that can deliver complete processing and turnkey solutions. Marel is in a unique position to offer
single source solutions, with state-of-the-art equipment and systems that
span the entire production process.
Around two-thirds of Marel´s 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.
Marel has a broad customer base, ranging from small family businesses to
major global food providers. The single largest customer counts for less than
4% of total revenues each year.
Marel is “know-how“ driven and will continue to invest 5-6% in research and
development to fuel future organic growth.

Larger
systems
1/3

Spare parts
and service
1/3

Sales by category

Standard equipment
and smaller solutions
1/3

A year of refocusing
In 2009, Marel made the strategic decision to become a more market-oriented company, focusing on four pillars –
poultry, meat, fish and further processing. Consequently, the organization was streamlined and the number of
employees reduced from 4,100 to 3,500 people. Today, the organization is leaner, more focused and better equipped
to serve its growing global customer base. All this was accomplished without reducing investment in research and
development, which is the foundation of Marel’s competitive advantage and the source of its long-term sales
growth.

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
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highlights of Marel´s achievements in 2009:
• In 2009, Marel’s revenues from core businesses amounted to EUR 434 million. That
corresponds to a 21% decrease from the prior year. The adjusted EBITDA was EUR 47
million, a 21% decrease from previous year.
• Cost-cutting measures resulted in EUR 25 million in savings on a sustainable annual
basis and the working capital management program generated EUR 30 million.
Continued operational excellence will be derived from economies of scale by using
manufacturing capabilities and leverage in procurement.
• Non-core operating businesses, which were overall operating at a much lower gross
margin than the core businesses, were disposed of; consequently the focus on highgrowth and profitable core businesses was increased.
• A record operating cash flow was achieved in 2009, without sacrificing R&D efforts.
• The financials of the company were significantly strengthened in 2009 as a result of
increased operational cash flow, disposal of non-core businesses and an equity issue
that significantly reduced risk and financing costs for the future.
• Key milestones in Marel’s long-term financing strategy were reached in 2009; a new
club facility in May and an equity offering in November. Through the sale of assets and
non-core business units and the equity offering, the company’s net debt position was
lowered considerably.
There is limited need for capital expenditures in the next 2-3 years and there are ongoing working
capital programs in place that have the objective of using working capital more efficiently. This
should further improve cash flow in the coming years. After having made several structural improvements and significant progress in the integration of the companies in the group, the ambition is
clear; Marel’s goal is to reach operational profits fully comparable with those of best in class global
industrial companies.
Expected long-term growth in the food equipment market

“In 2009, for four
quarters in a row,
we saw order intake
exceed orders
booked off. As a
result, our order
book is at a much
better level than it
was at the begin
ning of 2009.”

20 | Eyrir Invest 2009 Annual Report

Western
Europe
4%

United
States
4%

Central and
Eastern Europe
6-8%
Asia Pacific
6-8%

Latin
America
6-8%

Middle East
6-8%

Growth drivers remain intact
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 for the past two decades. This is double the
GDP growth for the same period. The underlying growth in the future is predicted to be around 4% in Western
Europe and North America and around 6-8% in the emerging markets of Eastern Europe, South America, the
Middle East and Asia.
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.
chicken, are experiencing the most growth.
Protein production has been steadily rising for the last 50 yars
Global production of beef, fish, pork and poultry
500 Millions of tonnes
Change
1961-2007

400
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Sourse:FAO

Favorable long-term view
Eyrir Invest has been the principal owner of Marel since early 2006, now holding approximately 32% of total outstanding shares after having participated in the company’s growth through the years. It is a clear goal to increase
liquidity of shares and “unlock” shareholder value by dual listing Marel shares in the Amsterdam Exchange or
another European stock exchange, in addition to the listing in the Nasdaq OMX in Iceland where Marel has been
listed since 1992.
The Marel team is fully dedicated to being “back on track” already in 2010 with a full focus on strong organic growth
and increased profitability to ensure that customers and shareholders harvest well in the coming years. The financial objective of a sustainable EBIT of 10-12% for the operations in 2010-2012 is in force and achievable through
growth strategy and improved profitability.
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“It has been my observation that most people get
ahead during the time that others waste time.”
Henry Ford
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Stork Group

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 business.
Stork has consistently delivered solid financial results over the past years
and holds a good project portfolio. The company is operating in growing
markets and has a “triple A blue chip” client customer base.

Stork is a diversified industrial group with a history dating back to 1827, making it one of the oldest
industrial companies in the Netherlands. Whilst Stork’s heritage lies in heavy machinery manufacturing, in recent decades the company has moved towards lighter components and machinery
manufacturing and industrial services.
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 Aerospace. The ambition is a continued successful and sustained growth of its core
activities, both organically and through acquisitions, where it has a robust foundation to build on.
Stork faced a number of challenges in 2009 with each of the markets it serves suffering from the
global recession. Management implemented a number of cost cutting measures, the benefits of
which are now being seen. The aerospace division, Fokker Aerospace, showed a resilient performance during 2009, both in regard to revenues and operational EBITDA. Stork Technical Services
was impaired with a reduction in revenues and lower operating profitability, due to postponements
in of customer investments in the market. At year end, the order book at Stork Technical Services
remained strong, at a significantly higher level than in year beginning, which indicates that Stork
Technical Services is successful in securing new and extending long-term contracts and is well
positioned to benefit from the ongoing recovery in markets.
Stork employs a total of 13,000 people around the world; around 50% of whom are located in the
Netherlands.
With technological leadership and a good market position, Stork is well positioned for
further growth and development.

Head Office

Stork Technical Services

Fokker Aerospace
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Technical Services
Stork Technical Services is a professional supplier of integrated technical services
for industrial markets. Stork’s Technical Services division has a strong local market
position in attractive industry sectors such as chemical, oil & gas and power &
utilities. The risk of new entrants into the business is relatively low and a majority
of the business comes from ongoing relationships with diverse existing customers.
Profitability is well balanced across business segments and clients are mainly
within the oil, gas, petrochemicals, and energy industries.
Stork’s strong technology focus has and continues to allow the company to enjoy
a leading competitive position in its markets. With its leading position within several specialized businesses and recognized in-depth knowledge of integrated
maintenance concepts Technical Services has high potential to grow further both
organically and through acquisitions. The company is also well positioned in the
stable industry services market and holds a well diversified portfolio of specialist
activities.
For 2010, the emphasis is on reducing expenditure and maintaining a strong cash
flow. In addition, a great deal of energy and attention has been placed on structural
improvement of profitability, with the ambition of maintaining a performance level
in the top 25% of its benchmark group.
The Technical Services division provides Stork with growth prospects in Stork’s
core geographic market (Benelux) and across a diverse portfolio of services and
sectors, oil & gas upstream and downstream, utilities and other industries.
Technical Services
„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. “*
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*WEO 2008 report

Fokker Aerospace
Fokker Aerospace 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 aircrafts and lower environmental impact. The use of lighter materials such as Glare
and composites perfectly match those trends. Fokker Aerospace 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 1990s, seamlessly matches the current market developments. Under this
model, the design and development of wiring systems for commercial aircraft are
carried out in the Netherlands, with series production taking place in China. Elmo
is one of the only three global companies that can fulfill the complete wiring harness design and manufacturing requirements of Aircraft OEM customers.
The Stork Aerospace Industries business 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.

**Boeing: Current Market Outlook 2009 to 2028
***Airbus: Global Market Forcast 2007 to 2028

Aerospace
„The benefits of air travel are becoming
more accessible, more affordable and
more important to people from all economic backgrounds and from all parts
of the world, but more particularly those
from emerging nations like China, India
and in Africa, who stand to gain the most
from transport. Air travel is a vital element
of people’s lives around the world. People
want and need to fly.“**
„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.“***
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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, braces & supports and compression therapy, a market
amounting to USD 4.4 billion.

Technology Pioneer
Össur is one of the world’s leading manufacturers of prosthetic and orthotics products. Össur
is the clear technology leader in the field of prosthetics and holds an 18% market share, the
world’s second largest. Össur is the third largest player in terms of market share in the bracing
and support market (B&S), holding a 7% share. Össur has grown through a combination of
organic growth and strategic acquisitions, with 14 acquisitions having been completed over the
past 10 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.

“The results for 2009
are good and show
clearly the
Company’s strength.
Össur continues to
be profitable and operations are sound.
We believe that 2010
will be an exciting
year for Össur”.

Össur has introduced three Bionic products to the market. 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 now been issued a reimbursement code that will be active in the US in 2010. This is
a major milestone for the sales of the product.
Össur entered the market for Bracing and Support in 2005 and 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.
Prosthetics
Continuous stable growth
Entrance Consolidation Integration
4 strategic Restructuring
acqusitions

Bracing and Support
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Clear Go To
Market strategy
Growth
oppotunies

2002 2003 2004 2005 2006 2007 2008 2009* 2010* 2011 2012 2013

Strong market fundamentals

In addition, health care expenditures are expected to rise
considerably in the coming years. Furthermore, 98% of Össur’s
prosthetic products are reimbursable, as are the majority of its
B&S products, depending on the country.

22%
20%
18%
16%

NHE as% of GDP

Strong underlying market growth fundamentals in the orthopaedic industry include an ageing population, increased obesity
and technological leadership. A rise in disposable income and
an increased participation of the general public in sports are
further growth drivers.

Healthcare Expenditures
Continue to rise

1990

14%

1995

2000

2005

2010E

2015E

12%

Sourse: Center for Midicare and Medicare

The years to come
Össur’s focus is 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, shareholders and employees by:
•
•
•
•

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

Össur is set to maintain profitability at high levels and increase it even further, mainly
through product rationalization, cost cutting and working capital improvements.
Eyrir Invest first acquired shares in Össur in 2004 and is today the second largest
shareholder, holding close to 19% of total shares. Eyrir Invest has supported Össur’s
growth strategy and played a crucial role in the internationalization of the company.
Thordur Magnusson is the Vice-Chairman of Össur. In September, the Company was
dual-listed on NASDAQ OMX Copenhagen, and following the listing, a successful
new share offering was conducted. Since its initial listing in Iceland, Össur has been
transformed into a global company and it was a logical next step to list the Company
in Copenhagen. At the end of the year, just over 50% of the share capital was held by
international investors. The additional listing in Copenhagen will facilitate trade, fair
pricing of the shares and strengthen the Company’s foundation for future growth.

Eyrir Invest first acquired
shares in Össur in 2004 and is
today the second largest
shareholder, holding close
to 19% of total shares. Eyrir
Invest has supported Össur’s
growth strategy and played a
crucial role in the
internationalization of the
company. Thordur Magnusson
is vice-chairman of Össur.
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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 companies and to
take an active ownership role in the companies it invests in. Eyrir Invest
gives good value to these venture companies as an owner.
In 2009, activity within ventures focused on developing the business in the
existing companies. Calidris is one example of Eyrir Invest’s ventures. Eyrir
Invest has been the principle shareholder in Calidris since 2007 and Thordur
Magnusson has been Chairman of The Board from that time. Calidris has
now established itself as the worldwide leader within its niche.

Calidris
Calidris is the worldwide leader in Revenue Integrity Solutions. Calidris Integrity is generally
regarded as the best solution providing the highest value to airlines.

The Best Solution
The Calidris solutions are sold as Software and a Service (SaaS) for a fixed monthly fee or a share
of the value created. Calidris’ vision is to build on its success in Revenue Integrity and expand into
larger solutions that transform the way airlines use data and information technology to manage
their business and serve customers. Calidris´ sales were EUR 2.4 million in 2009. More than 75%
of the revenues are monthly recurring service fees. Calidris competes with a targeted message of
superior value, using testimonials from leading airlines.
Today, Calidris’ solutions are improving the profitability of 16 international airlines, among them
leading names like British Airways, Emirates and Cathay Pacific. The geographical reach is from
Hong Kong in the east to Columbia in the west. Airlines are demanding clients and Calidris´ solutions are proven in action.
One of the most successful airlines in the world is now freeing up hundreds of thousands of seats
for resale and challenging more than a million bad bookings each month – and has improved
profits by USD 8 million in only six months. Another leading global airline is achieving levels of self
service far beyond any of its competitors and is able to make huge savings on labour costs through
automating processes. These are examples of how Calidris is creating success for its customers.

Improving profitability of airlines
The operation within scheduled airlines is usually divided into business silos, each built around one
process and a single legacy system for information and data processing. Due to the ancient architecture of these old legacy systems, information flows only one way - downstream along the business process - and usually a lot of detail is lost along the way. Calidris solves these problems
through its solutions.
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Venture on the move
Calidris was incorporated in 2002 by two former Icelandair executives,
Kolbeinn Arinbjarnarson and Magnus I. Oskarsson, who each have over 20
years experience in the airline industry. The Calidris solution and methodology is however 3-4 years older. In the initial years Calidris was funded
from operations. In order to accelerate the company’s expansion, the
company was joined by a group of investors led by Eyrir Invest in 2007.
Calidris´ three core values reflect the spirit in which the company was
founded. They determine the manner in which the company conducts its
business and serves its customers, and they are the principles that the
company employees live by in their work.
Calidris currently employs 37 people at its Reykjavik Headquarters, as well
as nine people in its off-shore development centre in India.

“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 founded in 1978 by an entrepreneur who wanted to
make weighing fish on board ships an easier task.  It was 18 years later or in
1996 that Marel was 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.
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“The price of greatness is responsibility.”
Winston Churchill
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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 amounts to 5-6% 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 to take an 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 operations and in the operations of its holdings.
In the past years, Eyrir Invest has sponsored
various projects at all levels of education
donated yearly 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. For several years
Eyrir Invest has sponsored a mathematical
contest at the elementary school level.
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Shareholders

At year-end 2009, 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, 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. Prior to co-founding Eyrir Invest, Thordarson was Head of the Corporate Finance & Capital
Markets at Bunadarbanki Islands, which later merged with Kaupthing.
Magnusson was CFO at Eimskip for over two decades before co-founding Eyrir Invest. Today,
Magnusson is the Vice-Chairman of the Board of Össur, chairs the board of Marorka and Calidris
and holds a seat on the boards of many Icelandic companies, including Byko, Kaupas, Norvik and
Reykjavik University. 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, Dr. Olafur Steinn Gudmundsson, Sigurjon Jonsson, Steinthor Baldursson, Thordur Magnusson, Chairman of the Board

Horn fjarfestingarfelag is fully owned by NBI. NBI is based on the domestic operations of Old
Landsbanki Islands, the largest bank in Iceland. NBI is 81% owned by the Icelandic government. In
October 2008, Eyrir Invest and NBI reached an agreement in which Eyrir Invest took over NBI’s
holding in Stork B.V. in exchange for new shares in Eyrir Invest. Eyrir Invest’s share in Stork following the agreement is now around 17% of total shares.
The holding company Straumborg ehf. is owned by Jon Helgi Gudmundsson and his family.
Gudmundsson is the Chairman and principal shareholder of Straumborg ehf. In addition to
Straumborg, Gudmundsson and his family run Norvik hf. and Smaragardur ehf. Smaragardur ehf.
is the real estate arm of the business and Straumborg is a majority owner of Norvik Bank in Latvia,
Norvik Bank in Moscow, Russia, and Norvik Credit Organization in Yerevan, Armenia.
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 other retail stores, including Kaupas, Elko and Intersport.
Sigurjon Jonsson is the principal owner and Chairman of Skipavik, 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 seats on the bords of 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
seats on the boards of several 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.
The Board Members of Eyrir Invest are Thordur Magnusson, Jon Helgi Gudmundsson, Olafur
Steinn Gudmundsson, Sigurjon Jonsson, Steinthor Baldursson and Steinunn Jonsdottir, a substitute Board Member. Steinthor Baldursson joined the Board in April 2009.
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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

2000-2008
Thordur Magnusson, Chairman, and Arni Oddur Thordarson, CEO, founded Eyrir Invest in mid2000 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 Landsbanki joined forces with Candover to
bid for the whole company for a total value of EUR 1.7 billion.
The Icelandic banking crisis of 2008 provided Eyrir Invest with new challenges, even though 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’ 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 (Landsbanki)
share in the company. The acquisition was financed with a share issue in Eyrir Invest, thus strengthening the company’s financials.
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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

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

2006

2007

LME builds up a 43% share in Stork
Eyrir Invest, Landsbanki and Candover
make a take-over bid in Stork

2008

2009

Össur successfully dual listed in Copenhagen

2009
All over the world, the year 2009 was characterized by a deep economic downturn, of a higher
magnitude than has been seen for decades. The economic turbulence of 2009 was felt in different
ways by the respective business sectors. The effects on Össur within the healthcare sector, and
Fokker Aerospace, within the aerospace and defence sector, were limited in scope and effectively
dealt with by management. Marel and Stork Technical Services were affected to a greater degree
by a temporary contraction in sales as customers delayed decisions on major investments at the
height of the crisis. Both companies acted quickly in order to adjust and managed to lower their
cost base without compromising the future revenue potential. Marel and Stork Technical Services
both enter 2010 with a satisfactory order book and favourable outlook for the operations in coming years.
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 by lowering net debt from 379 million Euros to 295 million Euros
with new equity issues, strong operational cash flow and disposal of non-core assets.
In Iceland, the economy slowly began to improve after the banking and currency crisis. In 2010,
the economy should be able to start growing again even though a full recovery will most likely take
a few years.
At the end of 2009, Eyrir Invest holds three core investments, Marel, Stork and Össur. In 2009, all
these companies reported solid operational results with strong cash flows. The full focus of these
companies looking forward is on capturing synergies and increased profitability. Signs of recovery
are already evident and the businesses are set to enter 2010 with much improved prospects.
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Our People

Eyrir Invest employs eight dedicated professionals with advanced
qualifications and wide-ranging experience in the financial markets
and various other sectors of the economy. Eyrir Invest encourages
its employees to increase their knowledge consistently, particularly
through 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 over 15 years
of extensive international experience in various businesses.
Prior to co-founding 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 of Marorka, Calidris and
Handpoint
• Board member of many Icelandic companies,
including Byko, Kaupas, Norvik and Reykjavik
University
• Member of the Iceland Chamber of Commerce
• 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
Advisory board of Arctic Venture
MBA degree from IMD in Switzerland
Cand.Oecon in Business Administration from the
University of Iceland

Margret Jonsdottir
CFO

Orn Valdimarsson
Head of Equity and Industry Analysis

Jonsdottir has been employed with 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.

Valdimarsson was formerly employed at Vidskiptabladid
(Business Weekly) where he worked for several years as a
journalist, CEO and editor.

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

Valdimarsson has held seats on the boards of various firms
and been a member of the Ethics Committee of the Icelandic
Federation of Journalists.
• B.Sc. degree in Economics from the University of
Iceland
• Executive Certificate from Copenhagen Business
School

Gudni Rafn Eiriksson
Head of Equity Trading

Gudbjorg Heida Gudmundsdottir
Equity and Industry Analyst

Eiriksson has over 10 years of experience in the financial market and previously worked as an equity broker at
Kaupthing Bank.

Previously, Gudmundsdottir worked at Sigurjonsson & Thor
patent bureau.

• B.Sc. degree in Business Administration from the
University of Iceland
• Certificate in Securities Brokerage

• M.Sc. degree in Industrial Engineering from the
University of Iceland
• B.Sc. in Mechanical Engineering from the
University of Iceland

Inga Hafdis Sigurjonsdottir
Accounting

Olof Bjork Thorleifsdottir
Middle Office

Sigurjonsdottir previously worked in the accounting department at Navision A/S in Denmark and later at Microsoft
Business Solutions.

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.

• B.Sc. degree in Business Administration from
Bifrost University
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Innovation and execut
Rheo Knee
Redsigned 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
sophisteicated 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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Financial Statements
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Eyrir Invest ehf.

Financial Statements
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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.
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, loss for the year amounted to EUR 23,663 thousand and total
comprehensive loss EUR 31,359 thousand. According to the Balance Sheet, equity at the end of the year amounted
to EUR 153,469 thousand and equity ratio is 37.7%. In 2009 the Company refinanced all short term debt and in
2010 there are no material repayments of borrowings. The Company is in full compliance with all covenants in its
loan agreements.
The Company's core holdings are shares in Marel Food Systems hf., Össur hf. and Stork BV. Marel Food Systems´
functional currency is EUR and Össur's accounts are denominated in USD. Shares in both companies are currently
traded in ISK but Össur is also listed on Nasdaq OMX Copenhagen.
Eyrir Invest uses equity method in accounting for the holdings in Marel Food Systems and Össur since mid 2008.
Various analysis were made to calculate the value of the holdings of the Company. The most reliable one is
discounted cash flow (DCF) valuation based on conservative assumptions on future growth and operational
performance. The DCF values that are used are both calculated by the Company's analysts as well as supported by
independent analysts. The impairment tests use free cash flow projections based en management forecasts, as
well as the Company‘s conservative views on operational performance and future growth. The calculated value of
core holdings is well above the Company's book value.
The managements time and efforts in 2009 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 and
market driven organisations with stronger financials that now have Net debt / EBITDA ratio of 2-4x, fully in line with
international practices.
Shareholders at the end of the year were 16. Three shareholders held more than 10% of outstanding shares each at
the end of the year 2009. They are:
Þórður Magnússon* ...........................................................................................................................
Árni Oddur Þórðarson* .......................................................................................................................

20,2%
17,3%

NBI hf.fjárfestingarfélag
................................................................................................................................................
Horn
ehf.

27,5%

*Shares held by Þórður Magnússon, Árni Oddur Þórðarson and by companies fully under their control and
ownership. Þórður Magnússon is Chairman of the Board and Árni Oddur Þórðarson the Company´s CEO.
The Board of Directors proposes that no dividends will be paid to shareholders in 2010.
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 2009, its assets, liabilities and financial position as at
31 December 2009 and its cash flows for the financial year 2009.
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Endorsement and Statement by the Board of Directors and the CEO, contd.:
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 2009 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, 19 March 2010.
The Board of Directors:

Thórdur Magnússon, Chairman
Jón Helgi Gudmundsson
Ólafur Gudmundsson
Sigurjón Jónsson
Steinthor Baldursson

CEO:
Árni Oddur Thórdarson
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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 balance sheet as at
December 31, 2009, and the statement of comprehensive income, statement of changes in equity and statement of
cash flows for the year then ended, and a summary of significant accounting policies and other explanatory notes.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards as adopted by the EU. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatements, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing. Those standards require that we comply with relevant ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are
free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
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 opinion.
Opinion
In our opinion, the financial statements give a true and fair view of the financial position of the Company as at 31
December 2009, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted the EU.
Reykjavík, 19 March 2010.
KPMG hf.
Mattías Þór Óskarsson
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Statement of Comprehensive Income for the year 2009
Notes

Investment income
Net income from securities and derivatives .................................................
Share of loss of equity accounted associates ...............................................
Interest income ............................................................................................
Interest expenses .........................................................................................
Net foreign exchange gain (loss) ..................................................................
Net operating revenue

6
15

(
(
(

7
(

Operating expenses
Salaries and salary related expenses ............................................................
Other operating expenses ............................................................................
Operating expenses

8
9

Loss before income tax ...............................................................................
Income tax ....................................................................................................

2009

889
1.241
2.130
(

10,24
(

(Loss) profit for the year .............................................................................

Other comprehensive income
Foreign currency translation difference of foreign associates ......................
Net loss on hedges in investment in foreign associates ..............................
Share of comprehensive income from associates ........................................
Other comprehensive (expense) income for the year ..............................

(
(

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

(

Earnings per share
Basic earnings per share (EUR) ...................................................................
Diluted earnings per share (EUR) ................................................................

(

11
11

9.512)
13.116) (
17.821
16.909) (
183 (
21.533)

23.663) (

2008

40.914
4.247)
19.253
21.455)
34.316)
149

1.046
511
1.557
1.408)

0

10.235

23.663)

8.827

970)
308 (
7.034)
7.696)

64.899
39.924)
0
24.975

31.359)

33.802

(0,02)
(0,02)

0,01
0,01

The notes on pages 10 to 30 are an integral part of these financial statements.
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Balance Sheet as at 31 December 2009
Notes

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

12
13
14
15,16
17
18
19

2008

3.301
24.225
167.909
208.631
0
615
2.119

10.422
30.310
168.244
227.710
11.964
777
2.180

406.800

451.607

20

5.912
97.855
24.313
25.389
153.469

5.912
97.855
25.233
55.185
184.185

17
21
22,23

0
373
252.958
253.331

27.913
1.438
238.071
267.422

406.800

451.607

Total assets

Equity
Share capital ..................................................................................................
Share premium ..............................................................................................
Reserves .......................................................................................................
Retained earnings ..........................................................................................
Total equity
Liabilities
Derivatives .....................................................................................................
Trade and other payables ..............................................................................
Borrowings ....................................................................................................
Total liabilities

2009

Total equity and liabilities

The notes on pages 10 to 30 are an integral part of these financial statements.
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Statement of Changes in Equity
for the year 2009
Reserves

Notes

2008
Equity 1.1.2008 .................................
Foreign currency translation
difference of foreign associates ........
Net loss on hedges of net investments in foreign associates ...........
Profit for the year ..............................
Dividends (ISK 0.27 per share) ..........
Issued share capital ...........................
Share option reserve .........................
Equity 31.12.2008 ............................. 20

2009
Equity 1.1.2009 .................................
Comprehensive income
from associates ...............................
Foreign currency translation
difference of foreign associates ......
Net gain on hedges of net investments in foreign associates ...........
Loss for the year ...............................
Share option reserve .........................
Share option reserve transferred
to retain earnings ...........................
Equity 31.12.2009 ............................. 20

Share
capital

4.285

Share Share option
premium
reserve

54.452

Translation
reserve

Retained
earnings

126

Total
equity

47.527

106.390

64.899
(

64.899

39.924)

1.627

43.403

5.912

97.855

132
258

24.975

55.185

39.924)
8.827
1.168)
45.030
132
184.185

5.912

97.855

258

24.975

55.185

184.185

(

(
(

(
8.827
1.168) (

7.034) (

7.034)

(

970)

23.663) (

308
23.663)
643

970)
308
(

643
(
5.912

97.855

901)
0

24.313

901
25.389

0
153.469

The notes on pages 10 to 30 are an integral part of these financial statements.
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Statement of Cash Flows for the year 2009
Notes

Cash flows from operating activities
(Loss) profit for the year ................................................................................
Adjustments for:
Unrealised loss (gain) on securities ...........................................................
Share of loss of associates ........................................................................
Share options expensed ............................................................................
Depreciation ..............................................................................................
Interest income .........................................................................................
Interest expense ........................................................................................
Net foreign exchange (gain) loss ...............................................................
Income tax .................................................................................................
Working capital used in operations

Cash flows from financing activities
Dividends paid ...............................................................................................
Proceeds from borrowings ............................................................................
Repayment of borrowings .............................................................................
Net cash provided by financing activities
Decrease in cash and cash equivalents ......................................................

(

23.663 )

(

9.512
13.116
643
92
17.821 )
16.909
183 )
0
1.395 )

6
15
9
19

(
10
(

Change in operating assets and liabilities ......................................................
Cash from operations before interest
Interest paid ...................................................................................................
Interest received ............................................................................................
Dividends received ........................................................................................
Net cash used in operating activities
Cash flows from investing activities
Restricted cash, decrease (increase) .............................................................
Investments in shares ...................................................................................
Proceeds from the sale of shares ..................................................................
Investments in bonds ....................................................................................
Acquisition of operating assets ......................................................................
Net cash used in investing activities

2009

(
(
(

(

(

19

(

Investing and financing activities without cash flow effect
Derivatives paid .............................................................................................
Proceeds from borrowings ............................................................................
Investments in shares ...................................................................................
Proceeds from issue of new share capital .....................................................
Other information
Interest income received ...............................................................................
Interest expense paid ....................................................................................
Dividends received ........................................................................................

8.827
(

(

(
(

1.031 )
2.426 )
8.792 )
3.185
0
8.033 )

(
(
(

6.085
3.061 )
1.003
0
31 )
3.996

(
(

(

(
(
(

(

(
(

0
0
3.084 )
3.084 )

(

7.121 )

(

Cash and cash equivalents at 1 January ....................................................
Cash and cash equivalents at 31 December ...............................................

2008

12

(

(

40.914 )
4.247
132
72
19.253 )
21.455
34.316
10.235 )
1.353 )
12.985 )
14.338 )
14.362 )
3.891
419
24.390 )

30.310 )
414.733 )
436.174
37.406 )
973 )
47.248 )

1.168 )
65.662
23.263 )
41.231
30.407 )

10.422

40.829

3.301

10.422

11.509 )
11.509
0
0

0
0
45.030 )
45.030

3.185
9.108
0

(

3.891
14.362
419

The notes on pages 10 to 30 are an integral part of these financial statements.
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Notes
1.

Reporting Entity
Eyrir Invest ehf. (the "Company") is a 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 2009 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 Ísland hf.

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 19 March 2010.

b.

Basis of measurement
The Financial Statements have been prepared on the historical cost basis except for the following:
* derivative financial instruments are measured at fair value;
* 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.
The functional currency of the Company for the year 2008 was Icelandic Krona. The change in functional
currency was made as of 1 January 2009 due to that Euro is the currency of the primary economic environment
that influences revenue and expenses of the Company. The comparative figures have been translated to Euro at
the year-end 2008 exchange rate (1 EUR = 170.44).

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.

c.

Changes in presentation
The Company has applied IAS 1 (Revised) Presentation of Financial Statements (2007). Comprehensive income
consist of both revenue and expenses recognised in profit or loss as well as revenue and expenses recognised
directly in equity. Comparative figures have been changed accordingly.
The presentation of the Statement of Cash Flows has been changed from previous year. Adjustments are made
for all financial income and finance expense items that have no cash flow effect.
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Notes, contd.:
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 except for following:
* investments held in the associated companies Marel Food Systems hf. and Össur hf., are accounted for using
the equity method starting from 1 July 2008, but were previously accounted for as financial assets at fair value
through profit or loss.
* hedge accounting was applied from 1 July 2008 to hedge borrowing in foreign currency against net
investment in foreign associates.

a.
(i)

Financial instruments
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.
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 2009, the Company holds no outstanding derivative financial instrument.
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 non-financial
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.
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Notes, contd.:
3.
Accounting policies related to financial instruments, contd.:
a.
Financial instruments, contd.:
(iii) 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.
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 non-exchangetraded 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.
Associates are those entities in which the Company has significant influence, but not control, over the financial
and operating policies. Investments in associates were designated at fair value through profit or loss on initial
recognition until 30 June 2008 and were classified as securities in the Balance Sheet. The Company defined its
operations partly as venture capital organisation and that part of the business was clearly and objectively distinct
from other operations.

(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.

___________________________________________________________________________
___________________________________________________________________________
Financial Statements of Eyrir Invest ehf. 2009

52 | Eyrir Invest 2009 Annual Report

12

Amounts are in EUR thousand

Notes, contd.:
3.
Accounting policies related to financial instruments, contd.:
b.
Fair value measurement principles for financial instruments, contd.:
(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 nonmarket performance conditions attached to the transactions are not taken into account in determining fair value.

c.
(i)

Investment income
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 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.
a.
(i)

Other accounting policies
Foreign currency
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 equity, in the foreign currency translation reserve, 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.
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Notes, contd.:
4.
b.

Other accounting policies, contd.:
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.

c.
(i)

Operating assets
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 .........................................................................................................................................
Other operating assets ...................................................................................................................

50 years
3-5 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date.
d.
(i)

Impairment
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.
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Notes, contd.:
4.
d.
(ii)

Other accounting policies, contd.:
Impairment, contd.:
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 its 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 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.
(i)

Employee benefits
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 2009, 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.
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Notes, contd.:
4.
g.

Other accounting policies, contd.:
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 2009 and relevant to the Company. The Company has not adopted early any
IFRSs, interpretations or amendments effective after 31 December 2009.

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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Notes, contd.:
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 2009, 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 2009.
Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 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 investments 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 41.3% of total assets at year-end 2009 (2008: 39.8%).
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Notes, contd.:
5.

Financial risk management, contd.:
Liquidity risk, contd.:
To mitigate this risk the Company has a policy of minimum available cash at any given time and in addition to
that, the Company's listed financial investments are in mid cap companies in different markets, which represent
large part of the total assets, that are considered to be readily realisable in normal market condition as they are
listed on stock exchanges.
The Company maintains no lines of credit with financial institutions at year-end 2009.
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
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 its currency risk. When necessary,
forward exchange contracts are rolled over at maturity. At year-end 2009, 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. Any excess cash and cash equivalents of the Company are invested in short-term
money market loans to banks.
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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Notes, contd.:
5.

Financial risk management, contd.:
Other market price risk, contd.:
The Company's financial investments in shares and equity accounted associates is diversified by industries as
follows:
2009
2008
Food Systems; Marel Food Systems ....................................................................
Health services; Össur ..........................................................................................
Technical services - Oil & gas; Stork .....................................................................
Aerospace services; Stork .....................................................................................

36,8%
19,2%
24,2%
19,8%
100,0%

39.5%
18.6%
29.4%
12.5%
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.
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 negative 12.7% (2008: positive 7.5%).
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.
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Notes, contd.:
Investment income
Net income from securities and derivatives is specified as follows:
6.
2009

Loss on the sale of securities .................................................................................... (
Dividends earned .......................................................................................................
Change in fair value of securities ............................................................................... (
Change in fair value of derivatives .............................................................................
Net income from securities and derivatives .............................................................. (
7.

Net foreign exchange gain (loss) are specified as follows:
Translation exchange gain (loss) ................................................................................
Net loss on currency and interest rate derivatives ...................................................
Net foreign exchange loss total ................................................................................

2008

386) (
0
13.566)
4.440 (
9.512)

41.240)
419
85.132
3.397)
40.914

183
0
183

10.829)
23.487)
34.316)

(
(
(

Salaries and salary-related expenses
Salaries and salary-related expenses are specified as follows:
8.
Salaries and performance-based payments ...............................................................
Equity-settled shared-based payment transactions ...................................................
Contributions to defined contribution plans ..............................................................
Other salary-related expenses ...................................................................................
Salaries, Board of Directors .......................................................................................
Total salaries and salary-related expenses .................................................................

747
0
71
57
14
889

768
132
75
71
0
1.046

Full time equivalent positions at the end of the year .................................................

10

9

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

Salaries

Thórdur Magnússon, Chairman of the Board ..............
Árni Oddur Thórdarson, CEO ......................................

67
154

Other
benefits

13
15

Defined
contribution
plan

Total
salaries &
benefits

7
15

87
184

The CEO and the Chairman of the Board do not have any share options at year-end 2009. Share options can only
be issued to them if approved by a Shareholders' meeting.
Salaries paid to other members of the board during the year 2009 amounted to EUR 5 thousand (2008: Nil).

Other operating expenses
Other operating expenses specify as follows:
9.

Depreciation ..............................................................................................................
Other operating expenses .........................................................................................
Total other operating expenses .................................................................................

2009

2008

91
1.150
1.241

72
439
511

Included in other operating expenses for the year 2009 are EUR 643 thousand (2008: 132 thousand) which relate
to equity-settled shared-based payments but all employees relinquished its rights without any compensation.

___________________________________________________________________________
___________________________________________________________________________
Financial Statements of Eyrir Invest ehf. 2009

60 | Eyrir Invest 2009 Annual Report

20

Amounts are in EUR thousand

Notes, contd.:
Income tax
10. Income tax recognised in the Statement of Comprehensive Income is specified as follows:
2009

2008

0
0

10.235
10.235

Change in deferred tax due to origination and reversal of temporary differences
Total income tax in Statement of Comprehensive Income ......................................
Reconciliation of effective tax rate:
2009

Loss before income tax ..................................................................... (
Income tax using the Company's tax rate ..................
Tax exempt dividend income ......................................
Changes in value of shares and taxable loss
not expected to be utilized ...................................... (
Deferred tax liability decrease due to
changes in tax law ...................................................
Temporary difference due to unrecorded tax asset .... (
Other changes ............................................................ (
Effective tax rate .........................................................

15,0%
0,0%

2008

23.663)
3.549
0

8,8%) (

2.092)

0,0%
2,7%) (
3,4%) (
0,0%

0
646)
811)
0

(

(

1.408)

15,0%
4,5%) (

211
63)

-

(

148)

10,5%

10.235
0
0
10.235

2009

2008

23.663)

8.827

1.007.681
0
1.007.681

730.305
41.036
771.341

Weighted average number of ordinary shares (basic) ...............................................
Effect of share options ..............................................................................................
Weighted average number of ordinary shares (diluted) at 31 December ..................

1.007.681
0
1.007.681

771.341
950
772.291

Earnings per share:
Basic earnings per share (ISK) ..................................................................................
Diluted earnings per share (ISK) ...............................................................................

(0,02)
(0,02)

0,01
0,01

Earnings per share
11. Profit attributable to ordinary equity holders of the Company:

(Loss) profit for the year ............................................................................................
Weighted average number of ordinary shares
in thousand shares
Issued ordinary shares at 1 January ..........................................................................
Effect of the increase of share capital in November 2008 .........................................
Weighted average number of ordinary shares at 31 December ................................

(

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

Cash and cash equivalents
12. Cash and cash equivalents consists of bank deposits.
Restricted cash
13. Bank deposits amounting to EUR 24,225 thousand (2008: EUR 30,310) 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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Notes, contd.:
Investment securities
14. Investment securities are specified as follows:
Ownership

Fair value
31.12.2009

Listed securities:
Shares listed on stock exchange in Stockholm ...........

Fair value
31.12.2008

Ownership

0

Unlisted securities:
Foreign investments:
London Acquisition B.V.* ...........................................
Unlisted foreign shares ...............................................
Unlisted bonds ............................................................

17,0%

163.909
1.723
2.277

533

163.909
1.636
2.166

17,0%

Total unlisted securities ..............................................

167.909

167.711

Fair value of investment securities at year-end .........

167.909

168.244

* London Acquisition B.V. 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 N.V.
When measuring fair value of the Company's shares in London Acquisition B.V. the Company's managements
uses comparison with 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:
Book value
Ownership

Marel Food Systems hf., Iceland ........
Össur hf., Iceland ................................

32,0%
18,8%

(
(

Share in
profit (loss)

Carrying
amount

15.337)
2.221
13.116)

137.018
71.613
208.631

Market
value

80.448
73.182
153.630

exceeding
market value

(

56.570
1.569)
55.001

At year-end 2009, the market value of Össur hf. exceeded book value in the amount of EUR 1.6 million and
therefore there is no indication of impairment. Book value of the Company's share in Marel Food Systems hf.
(MFS) exceeded market value by EUR 56.6 million. In an accordance with IAS 36, the Company tested the value
in use for MFS. Various analysis were made to calculate the value in use. The most reliable one is discounted
cash flow (DCF) valuation based on assumptions on future growth and operational performance. The DCF values
that are used are both calculated by the Company's analysts as well as supported by independent analysts.
These calculations use free cash flow projections based on MFS management forecasts, as well as the
Company‘s views on operational performance and future growth. Projections are made for a 5 year forecast
period with compounded annual revenue growth of 5.2% from 2008. Cash flows beyond the forecast period are
extrapolated using estimated future growth rate of 4.0%. Weighted average cost of capital of 8.96%. The DCF
value of MFS is above the Company's book value of these shares.
In the year 2009 the share capital of both Össur hf. and Marel Food Systems hf. were increased with issue of
new share capital. Eyrir Invest ehf. didn´t participate in these share capital increases. As a result its ownership
diluted. In accordance with IFRS the dilution is expenses as a loss of equity accounted associates. The total
effects of the dilutions amounted to EUR 13.1 million.
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Notes, contd.:
16.

Key financial information of associated companies:
Total
assets

Marel Food Systems hf. ......................
Össur hf. .............................................

882.882
436.039

Total
liabilities

559.085
219.328

Total
revenue

551.299
229.973

Total
expenses

563.110
214.174

Profit/
(loss)

(

11.811)
15.799

Derivatives
17. Net assets and liabilities in derivatives are specified as follows:
2009

2008

Net position of currency derivatives ..........................................................................

0

(

15.949)

Derivatives - assets in the Balance Sheet ..................................................................
Derivatives - liabilities in the Balance Sheet ..............................................................
Net position of derivatives .........................................................................................

0
0
0

(
(

11.964
27.913)
15.949)

Trade and other receivables
18. Trade and other receivables are specified as follows:
Capital gain tax ..........................................................................................................
Other receivables ......................................................................................................
Total trade and other receivables ..............................................................................

376
239
615

754
23
777

At 31 December 2009 and 31 December 2008 no allowance was conceded for doubtful receivables. No
impairment loss was recognised during the years.
Operating assets
19. Operating assets are specified as follows:

Buildings

Other
operating
assets

Gross carrying amount
Balance at 1.1.2008 ...........................................................................
Additions during the year ...................................................................
Balance at 31.12.2008 .......................................................................
Additions during the year ...................................................................
Balance at 31.12.2009 .......................................................................

1.179
906
2.085
25
2.110

221
67
288
6
294

1.400
973
2.373
31
2.404

Depreciation and impairment losses
Balance at 1.1.2008 ...........................................................................
Depreciation ......................................................................................
Balance at 31.12.2008 .......................................................................
Depreciation ......................................................................................
Balance at 31.12.2009 .......................................................................

42
28
70
42
112

79
44
123
50
173

121
72
193
92
285

Carrying amounts
1.1.2008 ............................................................................................
31.12.2008 ........................................................................................
31.12.2009 ........................................................................................

1.137
2.015
1.998

142
165
121

1.279
2.180
2.119

Depreciation ratios .............................................................................

2%

20-30%

Total

The insurance value of the buildings amounted to EUR 1.0 million at the end of December 2009. The tax
assessment value of the buildings amounted to EUR 0.6 million at year-end. The insurance value of the other
operating assets amounted to EUR 0.4 million at year-end 2009.
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Notes, contd.:
Equity
20. 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 up to ISK 123 million with sale of new shares. Share capital according to the Balance Sheet amounted
to ISK 1,008 million at the end of year 2009, share capital is specified as follows:
Amounts

Total issued shares at the end of the year (ISK) ........................................................
Share capital according to the Articles of Association ...............................................

1.007.681
1.007.681

Ratio

100,0%
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.
Trade and other payables
21. Trade and other payables are specified as follows:
2009

Trade payables ..........................................................................................................
Other payables ..........................................................................................................
Total trade and other payables ..................................................................................

0
373
373

2008

1.024
414
1.438

___________________________________________________________________________
___________________________________________________________________________
Financial Statements of Eyrir Invest ehf. 2009

64 | Eyrir Invest 2009 Annual Report

24

Amounts are in EUR thousand

Notes, contd.:
Borrowings
22. Borrowings, including accrued effective interest, are specified as follows:
2009

EUR ...........................................................................................................................
ISK .............................................................................................................................
SEK ............................................................................................................................
USD ...........................................................................................................................
GBP ...........................................................................................................................
JPY ............................................................................................................................
NOK ...........................................................................................................................
CHF ...........................................................................................................................
Borrowings ................................................................................................................

2008

140.190
55.645
34.439
13.866
3.930
1.905
2.188
795
252.958

137.849
47.331
31.462
13.589
3.432
1.933
1.737
738
238.071

202.460
50.498
252.958

196.017
42.054
238.071

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 in the amount of EUR 372,539 thousand
are mortgaged to secure borrowings with the remaining balance of EUR 202,460 thousand at the year-end 2009.
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. According to Icelandic Laws, provided that certain conditions are met, the Company can net it's
claim against it's borrowing from the bank.

23.

Repayment of borrowings are specified as follows:
Repayments in 2009 .................................................................................................
Repayments in 2010 .................................................................................................
Repayments in 2011 .................................................................................................
Repayments in 2012 .................................................................................................
Repayments in 2013 .................................................................................................
Repayments in 2014 .................................................................................................
Subsequent ...............................................................................................................
Borrowings ................................................................................................................

9.789
75.109
115.244
48.863
308
3.645
252.958

25.067
241
57.200
111.624
40.286
3.653
0
238.071

According to loan agreement the Company has to fulfil certain covenants. The Company is in full compliance
with all covenants in its loan agreements.
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Notes, contd.:
Deferred income tax liability
24. The deferred income tax liability is specified as follows:
2009

Deferred income tax liability 1.1. .....................................................................................
Income tax income recognised in Statement of Comprehensive Income .....................
Deferred income tax liability 31.12. ................................................................................

2008

0
0
0

(

10.235
10.235)
0

31.332
0
127)
17.199)
14.006)
0

(
(
(
(

17.972
2.392)
30)
5.315)
10.235)
0

The deferred income tax liability is attributable to the following items:
Investment securities and investments in equity accounted associates .........................
Derivatives .......................................................................................................................
Other balance sheet items .............................................................................................. (
Tax losses carried forward ............................................................................................... (
Temporary difference due to unrecorded tax asset ......................................................... (
Deferred income tax liability at end of period ..................................................................

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 2010 due to tax losses carried forward.
Hedges of net investments in foreign associates
25. The carrying amounts of the net investments in the foreign associates and of the borrowings designated as hedging
instruments were as follows at 31 December 2009:
Carrying amount of:
Investment

Össur hf., Iceland .............................................................................................................

71.612

Hedged
borrowing

12.733

The amounts of foreign currency differences recognised directly in other comprehensive income were as follows at
31 December 2009:
Amount of foreign currency
translation difference on:

Hedged net investments in foreign associates:

Net investments

Össur hf., Iceland .............................................................................................................

970

Borrowings

308

Share-based payments
26. During the year 2009 all staff member agreed to relinquish all stock option agreements. All cost related to this
options have been expensed.
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Notes, contd.:
Financial instruments
27. 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
2009
2008

Financial assets at fair value through profit or loss ..........................................................
Loans and receivables .....................................................................................................
Cash and cash equivalents ..............................................................................................
Restricted cash ................................................................................................................

0
2.892
3.301
24.225
30.418

11.964
2.944
10.422
30.310
55.640

Liquidity risk
The following are the contractual maturities of financial liabilities, including estimated future interest payments:
31 December 2009
Carrying
amount

Financial liabilities:
Secured bank loans ............
Unsecured bond issues .....
Trade and other payables ...

Contractual
cash flows

Less than
1 year

1-2
years

2-5
years

More than
5 years

202.460
50.498
373
253.331

223.262
55.448
373
279.083

8.413
7.853
373
16.639

62.291
22.574
0
84.865

149.318
25.021
0
174.339

3.240
0
0
3.240

196.017
42.054
1.439
239.510

232.146
49.480
1.439
283.065

12.398
25.400
1.439
39.237

75.937
2.274
0
78.211

140.811
21.806
0
162.617

3.000
0
0
3.000

31 December 2008
Financial liabilities:
Secured bank loans ............
Unsecured bond issues .....
Trade and other payables

Currency risk
Exposure to currency risk
The Company´s exposure to foreign currency risk was as follows based on notional amounts:
31 December 2009
Financial instruments
at fair value through
profit or loss .....................
Loans and receivables .......
Cash and equivalents .........
Restricted cash ..................
Secured bank loans ............
Net balance sheet
exposure .........................

ISK

SEK

0
380
2.887
24.023
0

(

0
32
128
122
34.439)

27.290

(

34.157)

USD

GBP

NOK

Other

261
0
154
33
0

(

0
0
0
15
3.871) (

1.461
0
18
32
2.188) (

0
0
43
0
2.581)

448

(

3.856) (

677) (

2.538)
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Notes, contd.:
Financial instruments, contd.:
27. Currency risk, contd.:
31 December 2008
Financial instruments
at fair value through
profit or loss .....................
Loans and receivables .......
Cash and equivalents .........
Restricted cash ..................
Secured bank loans ............ (
Net balance sheet
exposure .........................

EUR

SEK

USD

GBP

NOK

Other

151.379
20
302
99
2.918) (

258 (
0
97
9.889
31.462) (

1.231) (
0
1.425
1.462
548) (

858) (
0
0
13
3.432) (

428) (
0
154
992
1.737) (

980)
0
13
0
2.670)

148.882

21.218)

1.108

4.277) (

1.019) (

3.637)

(

(

Reporting date spot rate

Average rate

ISK ...................................................................................
SEK ..................................................................................
USD ..................................................................................
EUR .................................................................................

2009

2008

2009

2008

173,149
10,589
1,398
-

13,234
88,284
127,810

180,380
10,269
1,441
-

15,603
121,160
170,440

Sensitivity analysis
A 10% strengthening of the euro against the following currencies at 31 December 2009 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 2008.
Profit or loss
2009
2008

ISK (2008: EUR) ............................................................................................................... (
SEK ..................................................................................................................................
Other ...............................................................................................................................

2.729) (
3.416
662

14.888)
2.122
783

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

Fair value sensitivity analysis for fixed rate instruments
2009

Fixed rate instruments
Financial assets ................................................................................................................
Financial liabilities ............................................................................................................ (
Variable rate instruments
Financial assets ................................................................................................................
Financial liabilities ............................................................................................................ (
(

2008

120.870
26.895) (
93.975

120.955
26.401)
94.554

2.277
222.174) (
219.897) (

2.166
211.670)
209.504)
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Notes, contd.:
Financial instruments, contd.:
27. Interest rate risk, contd.:
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.

Cash flow sensitivity analysis for variable rate instruments
A change of 100 basis points in interest rates at the reporting date would have increased (decreased) pre-tax profit
or loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign currency
rates, remain constant. The analysis is performed on the same basis for 2008.
2009

2008

Profit or loss
100 bp
100 bp
increase
decrease

Variable rate instruments ................................................. (
Cash flow sensitivity (net) ................................................ (

2.199)
2.199)

2.199
2.199

Profit or loss
100 bp
100 bp
increase
decrease

(
(

2.095)
2.095)

2.095
2.095

28. Fair values
Fair values versus carrying amounts
The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance sheet, are
as follows:

Investment securities .......................................................
Loans and receivables ......................................................
Cash and cash equivalents ...............................................
Restricted cash ................................................................
Secured bank loans .......................................................... (
Unsecured bond issues and bank loans ........................... (
Trade and other payables ................................................. (
(

31 December 2009

31 December 2008

Carrying
amount

Fair value

Carrying
amount

Fair value

165.632
2.892
3.301
24.225
199.082)
48.466)
373)
51.871)

166.078
2.944
10.422
30.310
196.017)
42.054)
1.439)
29.756)

166.078
2.944
10.422
30.310
183.758)
42.188)
1.439)
17.631)

165.632
2.892
3.301
24.225
202.460) (
50.498) (
373) (
57.281) (

(
(
(
(

(
(
(
(

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:

Secured bank loans ..........................................................
Unsecured bond issues, indexed / non-indexed ..............

2009

2008

3.7% - 6.5%
6% - 13.75%

4.7% - 9.0%
6.7% / 22.2%
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Notes, contd.:
Related parties
29. Identity of related parties
The Company has a related party relationship with its associates, and with its directors and executive officers.
Transactions with related parties
During the year the Company paid salaries to the Chairman of the Board of Directors and the CEO. Further
information is in note 8.
Events after the balance sheet date
30. Sale of investment in associate
In March 2010, Eyrir Invest ehf. sold 3.8% share in Össur hf. for EUR 16,449 thousand. The main reason for the
sale is to maintain strong liquidity ratio at Eyrir Invest.
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For further information please contact Eyrir Invest ehf.,
Skolavordustigur 13, 101 Reykjavik, tel.: +354 525 0200,
fax + 354 525 0209 or visit our website, www.eyrir.is
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