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Independent Auditor’s report

To the Board of Directors and shareholders of Farice hf.

We have audited the accompanying Financial Statements of Farice hf., which comprise the Balance Sheet as at
December 31, 2008, the Income Statement and Cash Flow Statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these Financial Statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
Financial Statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
Financial Statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the Financial Statements.

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

Opinion

In our opinion, the Financial Statements give a true and fair view of the financial position of Farice hf. as of
December 31, 2008, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards, as adopted by the European Union.

Explanatory Paragraph

Without further qualifying our opinion we would like to draw attention to note nr. 13 in the Financial Statements
which details the Company’s intended refinancing negotiations. If the Company will not be able to negotiate its
refinacing it is a general uncertainty about the going concern of the Company.

Kopavogur, March 3, 2009

State Authorized Public Accountant
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Report by the Board of Directors and Managing Director

It is the opinion of the Board of Directors and the Managing Director that these Financial Statements of Farice hf.
present the necessary information to show the financial position of Farice hf. at year-end, the operational results
for the year and the financial developement during the year 2008. Farice hf. Financial Statements are prepared in
accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union.

The Company’s net loss from operations amounted to EUR 1.697.532. The Board recommends that the loss will
be carried forward to next year. According to the Balance Statement the Company’s assets amount to EUR
35.381.040, the year’s end book value of equity is EUR 8.614.152 and the Company’s equity ratio is 24,35%.

At year-end, shareholders in the company numbered 7. Two shareholders owned more than 10% of shares in the
Company. Eignarhaldsfélagid Farice ehf. 79,9% and Telefonverkid P/F 19,9%.

The Board of Directors and Managing Director of Farice hf. hereby confirm the Financial Statements for the year
2008 with their signatures.

Reykjavik, March 3, 2009

Board of Directors

Gestur G. Gestsson
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Stefan Pétursson

Managing Director
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Income Statement for the year 2008

OPErating fEVEIUE ...ccuiuiiiieieeieiriiicsssiscie et sesns
OPerating EXPEIISES ...ccviiiimiueriiiiiicisiiie s ens

AdMINISTIALIVE EXPEISES .euvreerrerrerereerireeieesrieessiae e sseseseeseseesesensesensesenns

DePreciation ...

Operating profit
FINancial INCOMIE ..cviviieiiieciecicceceee ettt a bbb sr e

Financial eXpenses ... s

Net 10SS DEFOIE TAX wiuviviiiiiciiciiceiceecteee ettt ettt st saeere s

TNCOMIE TAX wiiiiiiieiciee ettt et et b et eeabeeeaaeeesbeeesaeenanas

Net loss for the year

Basic net loss per share ...

Financial statements of Farice hf. December 31, 2008 4

Notes

2008 2007
6.693.881 6.117.718
(2.251.425) (2.076.300)
(756.260) (491.946)
(3.251.467) (3.257.365)
434.729 292.107
45475 46.538
(1.906.888) (1.318.798)
(1.426.684) (980.152)
(270.848) 175.896
(1.697.532) (804.256)
(0,12) (0,06)

Amounts in euro



Balance Sheet

Assets

Non-current assets

Point of Presence ....eviveecevenieeeieeeesiesenenns
Backhaul ..o
Cable StAtioNS ..cvcveveveeieiereeieieeeeese e
Farice 1 e
COMMON IEEMS wvevvrverreeerreeeereereseeesseeeresseesseessenees
Deferred tax aSSEt comivnievireneeeririereeresseeeessenns

Prepaid 1ease ...

Current assets

Accounts receivable ......oooviiviieiiiieieeeeeseens
Related parties receivable (E-Farice)
Other £eceivables ...

Bank deposits and cash ..o

Total assets

Financial statements of Farice hf. December 31, 2008

Notes 31.12.2008 31.12.2007
9 237.956 271.121
9 4.293.658 4.975.809
9 547.244 636.669
9 25.908.468 27.635.695
9 646.162 1.341.479
14 385.082 655.930

269.952 314.932
32.288.522 35.831.635
132.631 80.357
2.262.431 1.581.326
295.084 287.061
402.372 245.766
3.092.518 2.194.510
35.381.040 38.026.145

Amounts in euro



December 31, 2008

Equity and liabilities

Equity

Share capital ....cccevceeerccinierniereereceeeeeee e

Loss carty-forward .......ccoevcveneveneenieerieneeneees

Total equity

Non-current liabilities

Non-curtrent Habilities .....cocvveevievveriiriereeeeeseeeeeenne.

Current liabilities

Accounts payable ...,
Current MatULIties .o
Interest rate SWaps ..o
Other Habilities ......c.ovcueecueerceeencicnceeneerecree e

Total liabilities

Total equity and liabilities

Financial statements of Farice hf. December 31, 2008

Notes 31.12.2008 31.12.2007
13.689.662 13.689.662

12 (5.075.510) (3.377.978)
8.614.152 10.311.684

13 20.679.999 24.966.666
611.262 179.859

13 4.286.667 2.200.000
733.261 0

455.699 367.936

6.086.889 2.747.794
26.766.888 27.714.461
35.381.040 38.026.145

Amounts in euro



Statement of changes in Equity

for the year ended December 31, 2008

Balance at January 1, 2007.......cccoviiiiininiiiiiniiiiinccenisens
Other changes i EqUItY.....c.coccciviniieiiininiicne e
Net 10ss fOr the Year......coviiiiiieiiii e

Balance at January 1, 2008.........ccccocvivivnininirininireeeenes
Net 1088 £Or the YEaL ..ot reeseeeerenseenes

Balance at December 31, 2008.........cooevveiereveeeiereeeeeeeeereeenne

Financial statements of Farice hf. December 31,2008 7

Share Loss Total
capital carry-forward equity
13.689.662 (2.618.231) 11.071.431

44.510 44,510

(804.256) (804.256)

13.689.662 (3.377.978) 10.311.684
0 (1.697.532) (1.697.532)
13.689.662 (5.075.510) 8.614.152

Amounts in euro



Statement of Cash Flows for the year 2008

Operating activities

OPerating PLOFIt c.c.cee e seeaeees
Items not affecting cash ......occceveniencncnccrccceceeenes

Changes in current assets and Habilities ........c..cocvecvncencenicnecnnes

Net cash provided by operating activities before interest

Paid 1N INtELESt INCOMIE cvviiviieieeiieeeeeeeeeeeeeeee ettt et

Paid interest expenses and exchange rate differences .........cccccoe..

Net cash from operating activities

Investing activities

Investment in fiXed ASSELS .oviviviviieiiiirieeereeeeeere e

DiSPOSal Of ASSELS ..uvuveemeenieceiciiciieieeeee e eaens

Financing activities

Long-term liabilities repaid .......ccccooiviivnicniciniiiiiiiens

Increase in cash and cash equivalents ...,

Cash and cash equivalents at beginning of the year .......cccocovueeunee.

Cash and cash equivalents at end of the year .......cccocoeveencncnneaes

Financial statements of Farice hf. December 31, 2008 8

Notes

2008 2007

434.729 292.107
3.259.893 3.248.540
(211.893) (1.331.674)
3.482.729 2.208.973
45475 136.861
(1.138.989) (1.321.677)
2.389.215 1.024.157
(58.987) (1.287.011)
26.379 17.098
(32.608) (1.269.913)
(2.200.000) (2.200.000)
156.607 (2.445.756)
245.766 2.691.522
402.372 245.766

Amounts in euro



Notes to Financial Statements

1. General information
Farice hf. is a limited company incorporated in Iceland. Fatice is the communications link for the nations of Iceland and the

Faroe Islands. The Company's mission is to assute continuous and secure connectivity for enterprise, governments, and the
citizens of Iceland.

The company has operations in Iceland, the Faroe Islands and the United Kingdom. The income originates in Iceland and
the Faroe Islands while the operating expenses originate in all three countries.

2. Adoption of new and revised standards

Standards and interpretations effective in the current period

The Financial Statements are presented in accordance with the new and revised standards (IFRS / IAS) and new
interpretations (IFRIC), applicable in the year 2008. These standards and interpretations are:

IAS 39 (revised) - Financial Instruments: Recognition and Measurement

IFRIC 11, IFRS 2 - Group and treasury share transactions

IFRIC 12 - Service concession arrangements

IFRIC 14 - IAS 19 - The limit on a defined benefit asset, minimum funding requirements and their
interaction.

The adoption of the new and revised standard and interpretations has not led to changes in the accounting policies.

Standards and interpretations in issue not yet adopted

Following is an overview of new or revised standards and interpretations that are not yet effective:

IFRS 2 (revised 2008) - Share-based Payment (effective for accounting periods beginning on or after 1 January
2009);

IFRS 3 (revised 2008) - Business Combinations (effective for accounting periods beginning on or after 1 July
2009);

IFRS 8 - Operating Segments (effective for accounting periods beginning on or after 1 January
2009);

IAS 1 (revised 2008) - Presentation of Financial Statements (effective for accounting periods beginning on or
after 1 January 2009);

TAS 23 (revised 2008) - Borrowing Costs (effective for accounting periods beginning on or after 1 January

IAS 27 (revised 2008) - Consolidated and Separate Financial Statements;

IAS 39 (revised 2008) - Financial Instruments: Recognition and Measurement (effective for accounting periods

beginning on or after 1 January 2009);

Minor changes to various standards as a result of the IASB's annual improvement measures (2008). Most changes take effect
for periods beginning 1 January 2009 or later.

IFRIC 13 - Customer Loyalty Programs (effective for accounting periods beginning on or after 1
July 2008);

IFRIC 15 - Agreements for the Construction of Real Estate (effective for accounting periods
beginning on or after 1 January 2009);

IFRIC 16 - Hedges of a Net Investment in a Foreign Operation (effective for accounting petiods
beginning on or after 1 October 2008);

IFRIC 17 - Non-cash Assets to Owners (effective for accounting periods beginning on or after 1
July 2009);

Financial statements of Farice hf. December 31,2008 9 Amounts in euro



Notes to Financial Statements

2. Adoption of new and revised standards (continued)

Revised IAS 1 will have the impact that all items of income and expense (including those recognised outside of profit or loss)
must be presented either in a single statement as a statement of comprehensive income; or in two statements as a seperate
income statement and a statement of comprehensive income.

Revised IAS 23 eliminates the previously available option to expense all borrowing costs when incurred. This revision will not
have any impact on these financial statements because it has always been the Group’s accounting policy to capitalise
botrrowing costs incurred on qualifying assets.

Revised IFRS 3 states that all acquisition-related costs are to be recognised as period expenses. Implementation may also
mean a change in accounting for the recognition of goodwill related to the minority shate of the purchased companies, step
acquisitons and partial disposal of shares in subsidiaties.

It is the management’s assessment that the adoption of those new and revised standards and interpretations will have no
material impact on the financial statements. The above new or revised standards and interpretations have not yet been
approved by the EU.

3. Significant accounting policies

Statement of compliance

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

Basis of preparation

The Financial Statements are prepared under the historical cost basis except for certain financial instruments. These Financial
Statements are presented in euros since that is the functional currency in which the majority of the Company’s transactions
are denominated.

The principal accounting policies adopted are set out below.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for goods
and services provided in the normal course of business, net of discounts, VAT and other sales related taxes.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount.

Dividend income from investments is recognised when the shareholders’ rights to receive payment have been established.

Foreign currencies

Transactions in currencies other than euros are recorded at the rates of exchange prevailing on the dates of the transactions.
At each balance sheet date, monetary assets and liabilities that are denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences ate recognised in profit or loss in the period in which they arise.

Financial statements of Farice hf. December 31,2008 10 Amounts in euro



Notes to Financial Statements

3. Significant accounting policies (continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Taxation

The tax expense represents the sum of the tax currently payable and deferred tax.

The income tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income or expense that are taxable or deductible in other periods and it
further excludes items that are never taxable or deductible. The consolidated liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such assets and liabilities are not tecognised if the
temporary difference arises from goodwill or from the initial recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the tax profit nor the accounting profit. Deferred tax assets and
liabilities are offset when they relate to income taxes levied by the same taxation authority and the Company’s intends to
settle its cutrent tax assets and liabilities on a net basis.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates for each country that are expected to apply in the period when the liability is settled
or the asset is realized. Deferred tax is charged or credited in the income statement, except when it relates to items charged or
credited directly to equity, in which case the deferred tax is also dealt with in equity.

Property, plant and equipment

Property, plant and equipment are recognised as an asset when it is probable that future economic benefits associated with
the asset will flow to the company and the cost of the asset can be measured in a reliable manner. Property, plant and
equipment are stated at cost less accumulated depreciation and impairment losses. Cost includes professional fees and, for
qualifying assets, borrowing costs capitalised in accordance with the Company's accounting policy.

Depreciation is charged so as to write off the cost or valuation of assets, other than properties under construction, over their
estimated useful lives, using the straight-line method.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognised in profit or loss.

Financial statements of Farice hf. December 31,2008 11 Amounts in euro



Notes to Financial Statements

3. Significant accounting policies (continued)
Impairment of tangible assets

At each balance sheet date, the company reviews the carrying amounts of its tangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the
recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash-generating unit to
which the asset belongs.

Recoverable amount is the greater of net selling price and value in use. 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.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. Impairment losses ate recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is
recognised as income immediately, unless the relevant asset is carried at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.

Financial assets

Accounts receivable and other receivables are valued at nominal value less any impairment losses.

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are impaired where there
is objective evidence that, as a result of one or more events that occurred after the initial recognition of the financial asset, the
estimated future cash flows of the investment have been impacted.

Financial liabilites
Long-term liabilities
Long-term liabilities are valued at nominal value less payments made and the remaining nominal balance is adjusted by

exchange rate or index, if applicable. Interest expense is accrued on a periodical basis, based on the principal outstanding and
at the interest rate applicable.

Accounts payable and other liabilities

Accounts payable and other liabilities are valued at fair value.

Derivative financial instruments

The Company uses derivative financial instruments to hedge its risk for changes in interest rates. Those financial instruments
are interest rate swap contracts.

The use of financial derivatives is governed by the Company’s policies approved by the Board of Directors, which provide
written principles on the use of financial derivatives.

Financial statements of Farice hf. December 31,2008 12 Amounts in euro



Notes to Financial Statements

4. Revenue

Net sales are specified as follows:

31.12.2008 31.12.2007
Lease of bandwith - FafiCe 1 ..c.occviciniiiiieiciceiecectsieieeeetseseieseeesseseseseiessesessssesesienaen 6.576.529 6.008.885
OhEr HCOME .veuiiiririririeiereieieentnt ettt ettt ettt st b e bttt e e b bbbt e e s ebesesesentacacn 117.352 108.833
6.693.881 6.117.718
5. Salaries
Salaries and salary-related expenses paid by the Company are specified as follows:
31.12.2008 31.12.2007
SALATIES oo 286.120 172.744
Pension fund.......c s 34.213 24.080
Salary-related expenses ... 38.380 16.470
Other eMPIOYEE EXPEISES....curuuvieiiiriiiiiicieiiie ittt senee 2.429 5.066
361.142 218.361
Average NUMDET Of POSIHONS. ....c.uiiuiiiiriiiciriciie s 23 1,3
6. Financial income / (expenses)
31.12.2008 31.12.2007
TNEEIEST IIICOMIC vttt sese e saebene 45.475 46.538
TLEIESt EXPEIISES...vuiuiiiiiiiiiitici b (1.397.114) (1.397.526)
INtELESt FATE SWAPS...oiuiectcteteiiecctcte ettt (733.261) 0
Exchange rate differences.... 223.487 78.728
(1.906.888) (1.318.798)
7. Income tax
Income tax is specified as follows:
2008 2007
Deferted tax (EXPEnSes) / LEVEIUE. .....wiuerereieeireireiersesieesessesessssseisesessessssssasesessessesassesnes 270.848 175.896
2008 2007
Amount % Amount %
Net 108S DEfOre tax .ovvvieeieeverririiceieierrreceeeresieeieienes (1.426.684) (980.152)
Tax at the rate of 15%/18%0 wvvvevevererireiereeirereiennnns 214.003 -15% 176.427 18%
Effect of different tax rates of other jutisdictions ........ 10.760 -1% (531) 0%
Change In tax LAE w.ovveieuererieriicenererenieeeieesesseseesseenen (99.121) 7% 0 0%
Exchange differences ... (396.490) 28% 0
Income tax according to income statement .................. (270.848) 19% 175.896 -18%

During the year the income tax changed from 18% til 15%. The effect on the Income Statement due to changes in tax rates

amount to 99.121.
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Notes to Financial Statements

8. Earnings per share

The calculation of Earnings per share is based on the following data:

31.12.2008 31.12.2007
Net 1088 fOr the Jear.....ciiiiiiiiiiii s (1.697.532) (804.250)
Total average number of shares including potential Shares ........ccovvvviiviiinicnininicinnnen, 13.689.662 13.689.662
Basic net 10ss Per Share ... 0,12) 0,06)
9. Property, plant and equipment
Point of
presence Backhaul Cable stations Farice 1 Common Items
Cost
At January 1, 2007....c.ccvvivicicnnenn. 249.678 5.710.904 993.609 34.544.546 4.411.748
AddItions.....c.cccceevieuricreenienenrees 115.991 1.128.049
At January 1, 2008........cccconiemnienenee 365.669 6.838.953 993.609 34.544.546 4.411.748
Additions.......ccvvecureccnicinicricen 58.988
Disposals.......cccviriininiciniiiiienne, (40.161)
At December 31, 2008..................... 365.669 6.838.953 993.609 34.544.546 4.430.575
Accumulated depreciation
At January 1, 2007.....ccoevcrnivininnnn. 67.008 1.169.977 267.515 5.181.624 2.380.172
Charge for the year......cccocveviriecnnnn. 27.540 693.167 89.425 1.727.227 720.006
At January 1, 2008.......cccoovieniernnne 94.548 1.863.144 356.940 6.908.851 3.070.270
Charge for the yeat.......ccooecvncneee 33.165 682.151 89.425 1.727.227 719.499
Disposals.......cccviviiciniciniiciiienn, (5.356)
At December 31, 2008...........cc....... 127.713 2.545.295 446.365 8.636.078 3.784.413
Carrying Amount
At December 31, 2008..................... 237.956 4.293.658 547.244 25.908.468 646.162
At January 1, 2008.......cccccovvieuncnnee 271.121 4.975.809 636.669 27.635.695 1.341.479
The following uesful lives are used in the calculation of depreciation.
PoInt Of PLesence (POP) ..ottt ettt bbbt sttt s s s s 10 years
BaCKRAUL ...t et 10 years
CADLE SEATIONS..c...vuieiieiiiriiiiit bbb 10 years

Farice 1.....cceuuee. 20 years
5-10 years

Common items

Financial statements of Farice hf. December 31,2008 14 Amounts in euro



Notes to Financial Statements

10. Property, plant and equipment by location

Icelandic
Tcelandic Branch

Branch Iceland Scotland Faroe Branch Farice 1 Common Items
Cost
At January 1, 2007.....ccoccvcvnicnnns 212.876 5.687.485 8.428.320 27.639.085 3.937.929
AddItiONS. v 83.719 923.927 236.394 42971
Disposal (38.181)
At January 1, 2008........cccveuvirvinvinnne. 296.595 6.611.412 8.664.714 27.639.085 3.942.719
Additions......eveeeeeeerreireeeeeen 58.988
Disposal........cccncvnicnicsnicnicnns (40.161)
At December 31, 2008..........ccu...... 296.595 6.611.412 8.664.714 27.639.085 3.961.546
Accumulated depreciation
At January 1, 2007.....ccoccvccvncnens 48.477 1.226.655 1.981.924 3.800.532 2.008.707
Charge for the yeat......coeveevivuecnnnn. 22.494 658.657 128.981 1.727.227 720.006
Disposal (29.908)
At January 1, 2008........ccoveuvirviuninnne. 70.971 1.885.312 2.110.905 5.527.759 2.698.805
Charge for the year......cccocvviriecnnnn. 26.896 648.320 566.723 1.381.954 627.574
Disposal......cccooecncniciinicniciene (5.356)
At December 31, 2008.......cccovrenee. 97.867 2.533.632 2.677.628 6.909.713 3.321.023
Carrying Amount
At December 31, 2008.........ccceuu..... 198.728 4.077.780 5.987.086 20.729.372 640.523
At January 1, 2008.......ccoccvvirenncnnee 225.624 4.726.100 6.553.809 22.111.326 1.243.914

11. Share capital
Common stock is as follows:
Shates Ratio Nominal value
Total share capital at period-end.........ccevuvimiiviiiniininiciniiciees 13.689.662 100,0% 13.689.662
Fach share of one euro carries one vote.
12. Loss carry-forward
31.12.2008 31.12.2007

Balance at January ... (3.377.978) (2.618.230)
Other changes Il EQUILY.......ciicuriiieiicici e 0 44.509
Net 1088 fOr the Fear....coiiiiiiiiiiici e (1.697.532) (804.250)
Balance at December 31ttt (5.075.510) (3.377.977)
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Notes to Financial Statements

13.

14.

Long-term liabilities

31.12.2008 31.12.2007

B s T30 o T L 6 3 T 20.679.999 24.966.666
CULTENE MIATULITIES . c1eevteveetiereeteeeeeteeeesteeteeteeseeseeteeseesesseesseeseesseseessesseessessenseessenseessesestessessensenseess 4.286.667 2.200.000
TL.oans from Credit INSHEUIONS. .o.iiiviiiericecr ettt ettt et eteetee s ereeteeresenseseeseesesensesesens 24.966.666 27.166.666
Aggregated annual maturities are as follows:
CULTENE MIATULITIES cveevvereeteereereeeeeteeteeeteeteeteeteeseeteeseesesseesseessesseseessesesseessenseessenseessesestessessensenseens 4.286.667 2.200.000
Installments 2010/ 2009.......couiiieieereeeeeeiieeeeeeeee et stes ettt ssesssssesssssessssesesesssssessssasaes 5.640.000 7.106.666
Installments 2011 /2000, ..o ieieieeererereeeeeeeeeeeer e eeeeeeeee et e oo sesesss st ese s sessssssesesesesesessessaes 6.815.000 5.640.000
Installments 20127207 Luuu ittt ettt ettt se bt ess st st et essesasssenenis 2.350.000 2.820.000
Tnstallments 2013/ 2012 ettt sttt sttt ettt e st en e nnaes 2.350.000 2.350.000
Installments later 3.524.999 7.050.000

24.966.666 27.166.666

The terms of a loan facilities include various provisions that limits certain actions by the Company without prior consulting

with the lender. In addition the loan facilities include certain financial covenants.

In 2009 the Company intends to negotiate a refinancing on long term loans. At the year end the Company’s current maturites

of long term loans amounts to EUR 4,3 million.

Deferred tax

Deferred tax Deferred tax
asset liabilities Total
At January 1, 2007.....ccvverennee. 1.849.806 (1.369.773) 480.033
Calculated tax for the period 121.638 54.259 175.897
At January 1, 2008.......c.cuvveevemrerrieieeiniereeieieseseisese e sseeseeessenns 1.971.444 (1.315.514) 655.930
Effect on a change in tax rate 43.124 (142.245) (99.121)
Calculated tax for the period....... (34.313) 259.076 224.763
Exchange differences......cccoovveiniviviciniivccicincnninns (396.490) 0 (396.490)
At December 31, 2008.......cceiiieiieeieiererriissiesesessesssssssesesssesssssessesessssans 1.583.765 (1.198.683) 385.082

There is no deferred income tax liability credited in the balance sheet due to taxation loss carry forward, even though income

tax liability is related to some individual items of the balance sheet. The following are the major deferred tax liabilities and

assets recognised:

31.12.2008 31.12.2007

Fixed tangible aSSEtS.......oiiiiiiiiii s (1.198.682) (1.315.513)
LL08S CALTY-LOLWAL.oueevrieiincieiiicieecieicieecte ettt ettt ettt es 1.473.776 1.971.443
OREL e e e 109.988 0
385.082 655.930

At balance sheet date the Company has unused tax losses available for offset against future profits as follows:
Available for the year 201 2. ... 16.634
Available for the year 2013. ..o enens 1.353.322
Available for the year 2014 ... 2.558.333
Available for the Year 20T 5. ... 2.433.966
Available for the years 20160-20T8.........ccccoiiiiiiiiiiii 1.698.722
8.060.976
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15. Financial risk

Financial risk management objectives

The Company’s management monitors and manages the financial risks relating to the operations of the Company. These risks
include market risk (including currency risk, interest rate risk and price risk), credit risk and liquidity risk. The Company seecks
to minimise the effects of these risks for example by using derivative financial instruments to hedge these risk exposures. The
Company does not enter into or trade financial instruments, including derivative financial instruments, for speculative
putposes.

Interest rate risk

Interest rate risk is the risk that fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates. The Company has floating rate interest bearing financial instruments and has entered into a variety of
interest rate swaps to hedge its exposure to interest rate fluctuations. The interest rate swaps are not active at year end.

Sensitivity analysis

In the analysis below the effects of 50 and 100 basis points dectease on P/L and equity are demonstrated. The sensitivity
analysis below have been determined based on the exposure to interest rates at the balance sheet date. The analyses is
prepared assuming the amount outstanding at the balance sheet date was outstanding for the whole year. The analysis
assumes that all variables other than basis points, are held constant. The sensitivity analysis does not take into account tax
effects. A positive number below indicates an increase in profit and other equity. An increase in basis points would have an
opposite impact on income statement and equity.

31.12.2008 31.12.2007
50 bps. 100 bps. 50 bps. 100 bps.

Effects on P/L and equity ...cocveveveveereereererenineereereneneens (122.821) (245.643) (17.105) (34.209)

Foreign currency risk

Foreign currency risk exposure does arise when there is a difference between assets and liabilities denominated in foreign
currency. The majority of the Company’s assets and liabilities are denominated in EUR.

Foreign currency risk 31.12 2008 Assets Liabilities Net balance

ISK e 10.059 150.722 -140.663
GBP s 434.693 55.810 378.883
DI oot 61.676 99.879 -38.203
Foreign currency risk 31.12 2007 Assets Liabilities Net balance

ISK ettt e 74.256 126.062 (51.800)
GBP e 308.385 89.664 218.721
DK oo 27.421 123.296 (95.875)
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15. Financial risk (continued)

Sensitivity analysis

The table below shows what effects 5% and 10% increase of the relevant foreign cutrency rate against the EUR would have
on P/L and equity. The foreign cutrency assets and liabilities in the sensitivity analysis are mainly foreign currency borrowings
and foreign currency bank balances. The analysis is prepared assuming the amount outstanding at the balance sheet date was
outstanding for the whole year. The analysis assumes that all variables other than the relevant foreign currency rate, are held
constant. The sensitivity analysis does not take into account tax effects. A positive number below indicates an increase in
profit and other equity. A decrease of the relevant foreign currency rate against the EUR would have an opposite impact on
P/L and equity.

31.12.2008 31.12.2007
Effects on P/L and equity 5% 10% 5% 10%
ISK o (7.033) (14.066) (2.590) (5.181)
GBP s 18.944 37.888 10.936 21.872
DEKK oo es e esecons (1.910) (3.820) (4.794) (9.587)

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Company. The Company monitors the credit risk development on a regular basis. The credit risk on liquid funds is limited
because the counterparties are banks with high credit-ratings assigned by international credit-rating agencies.

Maximum credit risk: Carrying amounts
31.12 2008 31.12 2007
Related parties receivables 0 1.581.326
ACCOUNLS TECEIVADIES ...vviuitieiietiietitetetete ettt b et se et a et e e b esa s bensebesesaesssesennens 132.631 80.357
Oher ECEIVADIES ...vvieieviicieiiieieisieietetss ettt ettt et b e s e s et e sesessesessaesesaaass 295.084 287.061
Cash and cash eqUIVAIENLS .......cccuiiiiriciiiiiicci s 402.372 245.766
830.087 2.194.510
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15.

16.

17.

Financial risk (continued)

Liquidity risk management

Liabilities 31.12.2008

Non-interest bearing ...
Floating iNterest rates ...

Assets 31.12.2008

Non-interest bearing ...,
Floating INterest fates ........ccvucureeeueeriecurecrresueereeensennes

Net balance 31.12 2008

Liabilities 31.12 2007

Non-interest bearing
Floating interest rates

Assets 31.12 2007

Non-interest bearing ........ccccovcvccuninienicnicninienians
Floating iNterest rates .......ocveurieerinieerriersineisiensinnns

Net balance 31.12 2007

Events after the Balance Sheet date

Within
one year 2010 2011+ Total
1.800.222 0 0 1.800.222
4.286.667 5.639.999 15.040.000 24.966.666
6.086.889 5.639.999 15.040.000 26.766.888
427.715 0 0 427.715
402.372 0 0 402.372
830.087 0 0 830.087
(5.256.802) (5.639.999) (15.040.000) (25.936.801)
Within
one year 2009 2010+ Total
547.794 0 0 547.794
2.200.000 7.106.666 17.860.000 27.166.666
2.747.794 7.106.666 17.860.000 27.714.460
1.948.745 0 0 1.948.745
245.766 0 0 245.766
2.194.511 0 0 2.194.511
(553.283) (7.106.666) (17.860.000) (25.519.949)

In the year 2004 the Company made Interest Rate Swap Agreements with Landsbanki Islands hf. and Glitnir hf. In the year
end the contracts” estimated fair value is negative by EUR 0,7 million and the principal amounting to EUR 23,5 million. In
October 2008, the Icelandic Financial Supervisory Authority (the “FSA”) used powers granted by the Icelandic Patliament, to
take control of the Banks. Substantial part of the Banks’ assets and operations were transferred to new banks. The transfer of

assets from the Banks to the New Banks included all long term loan agreements. However, as a general rule, no derivative

contracts were transferred from the Banks to the New Banks, including Interest Rate Swap Agreements. In November 2008,
the District Court of Reykjavik granted the Banks a moratorium. On the January 27, 2009, Landsbanki Islands hf. called in its
agreement but Glitnir hf. has not made any announcement on this matter. The Company is checking its legal rights regarding

the agreements and therefore the final treatment of the Interest Rate Swap Agreements is subject to uncertainty.

Approval of Financial Statements

The Financial Statements were approved by the Board of Directors and authorised for issue on March 3, 2009.
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