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Board of Directors' Report

Main operation
The group’s main purpose is production, processing and sale of seafood and seafood based products.

These Financial Statements for the year 2018 comprise Arnarlax ehf. and its subsidiaries (the Group). Subsidiaries of
Arnarlax ehf. are Fjardalax ehf. and Bzaejarvik ehf., a limited liablility companies domiciled in Iceland.

Operating results
The company was founded in 2010.

According to the income statement the group's net loss for the year 2018 amounted to EUR 16,0 million compared to a
loss of EUR 0,6 million for the year 2017. Total assets, according to the balance sheet for the year 2018, amounted to
EUR 100,5 million compared to EUR 91,6 million at year end 2017. Shareholders equity was EUR 58,4 million at year
end 2018 compared to EUR 53,7 million at year end 2017. Average number of full-time employees in year 2018 was
100.

It is the opinion of the Board of Directors that these Financial Statements present fairly the financial position of the group
for the year ended 31 December 2018, the results of its operations for the year 2018 and changes in the financial
position of the group for the year 2018.

At the year end there was one owner of all shares in the parent company, Arnarlax AS in Norway. Ownership has not
changed during the year.

The Board of Directors has three members, one woman and two men.
Future outlook

The year 2018 was an eventful year for Arnarlax. In spite of a loss of a significant amount of biomass in the first quarter
of the year and having licenses revoked in the third quarter of the year the completion of capital increase and
refinancing were important milestones in 2018. Logistic contracts and co-operation regarding harvesting and production
have also strengthened operations and the cost structure of the group. The Management team has also been
strengthened with the recruiting of a new Managing Director that will be leading further organizational development. The
Board continues to keep a strong focus on bio security at sea and in fresh water. Capital expenditure has been directed
towards an expansion of hatchery capacity both in Talknafjoréur and in borlakshéfn aligning quality smolt production
with the group’s production license and applications. The political framework around salmon farming in Iceland has
become more stable as export of farmed salmon becomes increasingly important for the Icelandic economy and our
local community in the west fjords of Iceland. However uncertainty relating to preliminary licenses of Fjarfarlax and the
process for new operating licenses has become increasingly important for Arnarlax and the development of salmon
farming in Iceland. Therefore the political risk for the industry continues to threat the competitiveness of salmon farming
in Iceland.

Given the current status of biomass and overall operations it is the Board of Directors' opinion that the group is a going
concern.



Board of Directors' Report, continued

Non-financial information in accordance with article 66 d) of the Financial Statement Act no. 3/2006

As stated in article 66 d), of the Financial Statement Act no. 3/2008, the group is obligated to give information on matters
relating to environmental-, social- and employment within the company. The Board of Directors is currently working on a
policy for those matters but refers to the company’s website for further information.

The Board of Directors of Arnarlax ehf. and the Managing Director hereby confirm these Consolidated Financial
Statements for the year 2018 with their signatures

Blldudalur 7 May 2019

Board of Directors: Managing Director:
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Independent auditors report

To the Shareholders of Arnarlax ehf.

Opinion

We have audited the consolidated financial statements of Arnarlax ehf. and its subsidiaries (the Group), which comprise
the Directors Report, consolidated balance sheet as at December 31, 2018, and the consolidated income statement
and consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at December 31, 2018, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with the Icelandic law on annual accounts and adopted
accounting rules and that the directors report includes applicable information in accordance with Icelandic law on
annual accounts if not presented elsewhere in the financial statements.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the ethical requirements that are relevant to
our audit of financial statements in Iceland, and we have fulfilled our other ethical responsibilities in accordance with
these requirements.

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

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with the Icelandic law on annual accounts and adopted accounting rules, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’'s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.



Independent auditors report, continued

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional skepticism
throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit 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
Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the consolidated financial statements or,
if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or conditions may cause the Group to cease to continue
as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

Reykjavik 7 May 2019

PricewaterhouseCoopers ehf.

Gudémundur Snorrason
State Authorized Public Accountant

/’nﬁ % ’7/7.%/& r»d)fé/

Arna G. Tryggvadéttir
State Authorized Public Accountant



Consolidated Income Statement for the year ended December 31, 2018

Notes 2018 2017

Operating income
OPpErating TEVENUES ........cooruiiiiiiieeieiiee et e ce s e enee s srae e s ssrae e e e enans 42.013.257 66.647.294
Other FTEVENUE ...ttt e 3.140 0

42.016.397 66.647.294
Operating expenses
Cost 0f GOOA SOIA ..ot e 24.852.807 35.838.459
Salaries and related EXPENSES ........cooviieiiiiiiiiiiiiee e 3 8.388.447 9.784.826
Other operating EXPENSES ......iccveeiiieiriieiieeeeiee et s 11.864.929 10.822.256

45.106.183 56.445.541
EBITDA (3.089.786) 10.201.753
[D7=Y o] (=Tt =1 (o] o RO OO P 5 (11.051.057) (6.021.401)
Operational EBIT (14.140.843) 4.180.352
Financial income (expenses)
Other financial income and eXpenses .........coccccevvcieeiiiiiiniiien e 4 (4.908.071) (4.776.912)
Effect of results of associated companies ........ccccccvveiiiiiiiciiiiiiiineniineen. 6 0 0
Loss before taxes (19.048.914) (596.560)
INGOIME  AX . ...ccon e pmms ommimics i s s ssemsairassms s s uss was o3 s A aRe s 550 50 1 RTS8 4584 5565 7 3.097.312 9.583
Net loss (15.951.602) (586.977)

Arnarlax ehf. Consolidated Financial Statements 2018 All amounts in EUR



Consolidated Balance Sheet as of December 31, 2018

Assets

Fixed assets
Intangible assets:
Goodwill ............

Property, plant and equipment:

Property, plant and equipment ...
Floating marine pen and aquaculture tanks ...........cccccocviviiniiiiiiinciees
INVEStMENL iN PrOGrESS ...ccoiiuiiiiiiiiiiiieeeeiiee et

Long-term financial assets:
Investment in @SSOCIAtES .........cooeeeiieeiiieieee e
Deferred tax @SSeLS .......couuuiiiiiieiiiieiiieee e e eeeenne

Total fixed assets

Current assets

Biological assets valued at cost and other inventories .............ccccoecveeiieennn.

Trade receivables

Receivables - related parties .........ccccceeireieiiveiiiicciicncn
Other receivables and prepayments ...........ccoecveeeriieeiiiiieiiiiee s
Cash and cash equivalents ...t

Total assets

Arnarlax ehf. Consolidated Financial Statements 2018

Notes

31.12.2018 31.12.2017
17.168.977 19.476.065
16.257.787 15.5692.452
13.280.543 19.598.868
4.212.709 1.308.560
33.751.039 36.499.880
2.317.444 2.439.363
5.940.695 3.122.106
8.258.139 5.561.469
59.178.155 61.537.414
37.481.198 36.475.442
5.539.113 7.763.693
257.167 293.609
2.825.575 3.657.088
394.193 799.278
46.497.246 48.989.110
105.675.402 110.526.524

All amounts in EUR



Consolidated Balance Sheet as of December 31, 2018

Equity and liabilities

Shareholders equity

Share capital

Share PremMiUM .......coooiiieeiiiee e seee e e ce e e e e e e e e enaeeeennseeeenanneas
S YL (o =TT
Translation differeNCE .......ooiiiiieiiee e e
ACCUMUIEEA [0SS .ooeevieiiieiiieeee ettt e e e e e ee e e e e eeaeeaeaeaeaaaens

Liabilities

Long-term liabilities:
Loans anid [IabilitiEs «.owvessssmemsssmmoms s snmssmmsss i s
Current portion of long-term liabilities .............oeoeeiiiiii e,

Current liabilities:

Short-term liabilities to financial institutions ..........ccccoeeviiiiiiiinics
Trade payables ..ot e s
Liabilities to related parties ..........cccoceeiiiiiieiniii
Current portion of long-term liabilities ..............ooviiiiiiiiiiiie e,
Other current IABIlIIES . wusmewmsmssmmsrmam s e mnm s onearsasr e

Total liabilities

Total equity and liabilities

Other information

Arnarlax ehf. Consolidated Financial Statements 2018

Notes 31.12.2018 31.12.2017

43.104.455 32.664.060

33.960.552 23.520.157

887 887

48.551 293.100

(18.704.816) (2.753.214)

10 58.409.629 53.724.990

10.549.056 13.927.114

(2.178.663) (3.510.952)

11 8.370.393 10.416.162

1 28.969.693 31.368.354

5.770.091 8.594.284

12 175.495 698.748

1 2.178.663 3.510.952

1.801.438 2.213.033

38.895.380 46.385.371

47.265.773 56.801.533

105.675.402 110.526.524

13, 14

All amounts in EUR



Consolidated Cash Flow Statement for the year 2018

Cash flows (to) from operating activities
Cash generated (to) from operations:

Net 10SS fOr the Year .......cooueeiiiiiiieee e

Iltems not affecting cash:

DepreCiation ..oy ismsmssrsm s
Profit from sale of fixed assets ........cceecveviiiecciiiee
Deferred tax assets (INCrease) ........coccvvvevcviieeeeieieeeee e
Currency exchange and other items .........cccccceviieiiiiniicnieccccce

Decrease (increase) in operating assets:

Short term receivables .............ooeiieeiiiiiiiiiieeeecee e
Biological assets and inventories ...........cccccovooeeeeiieeeecieee e

Increase (decrease) in operating liabilities:

Current liabilities: . msummanmmsnnmmnnmmns st s

Net cash (to) from operating activities

Cash flows (to) from investing activities

Investments in fixed @SSets ........coovvvvviviiiiiiiiiiie e
Proceeds from the sale of fixed @SSets .........cccocevvviiiieiiiiiinriieeeeeeeenee,

Cash flows (to) from financing activities

Share capital INCrEASE ..........oeeeeeviieeieeeeee e
Proceeds from DOrTOWINGS ......c.coovierieiiiienieeniie et
Repayments of bOrrowings .........ccoeeiieeriiieineeeeeee e
Short-term borrowings, Change ...........ccccoveeveeriiienienieeeeeee e

Decrease in cash and cash equivalents

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

Cash and cash equivalents at the end of the year

Arnarlax ehf. Consolidated Financial Statements 2018

Notes

10

2018 2017
(15.951.602) (586.977)
11.051.057 6.021.401

146.971 0
(3.097.312) (81.173)
1.095.697 (432.362)
(6.755.189) 4.920.889
(4.373.204) 1.635.141
(1.005.756) (1.175.629)
3.706.695 (10.316.386)
(1.672.265) (9.856.874)
(8.427.454) (4.935.985)
(7.203.446) (9.324.229)
248.902 338.381
(6.954.544) (8.985.848)
20.091.374 0
0 9.988.376
(3.138.949) (5.164.073)
(1.975.511) 8.717.581
14.976.914 13.541.884
(405.084) (379.949)
799.278 1.179.227
394.193 799.278

All amounts in EUR



Notes

1. The company

Arnarlax ehf. was founded in 2010. The main purpose of Arnarlax ehf. and its subsidiaries Fjardalax ehf. and
Beejarvik ehf, together the Group, is salmon farming.

Arnarlax ehf. is based in Iceland. The registered address of the company is Strandgata 1, 465 Bildudal.

2, Summary of significant accounting policies
21 Basis of preparation

These Consolidated Financial Statements are prepared in accordance with the Icelandic Financial Statement act (no.
3/2006). The significant accounting policies are essentially the same as the previous year, except as noted below.

The preparation of these Consolidated Financial Statements requires management to make judgements, estimates
and assumptions, which affect the application of accounting policies and the reported amounts of assets and
liabilities as well as income and expenses. These estimates are based on information available to management at
the time and actual results may differ from these estimates.

2.2 Comparative figures
Comparative figures have been adjusted to conform with changes in current year presentation, where applicable.
23 Consolidation

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies
generally accompanying a shareholding of more than one half of the voting rights. Subsidiaries are fully consolidated
from the date on which control is transferred to the Group. They are de-consolidated from the date that control
ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of
an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at the fair values at the
acquisition date, irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair
value of the Group's share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is
less than the fair value of the Group's share of the net assets of the subsidiary acquired, the difference is recognised
directly in the income statement.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of subsidiaries have been changed where necessary to ensure consistency
with the policies adopted by the Group.

2.4 Revenue recognition

Revenue is recognized when the significant risks and rewards of ownership have been transferred to the buyer and
the amount can be reliably measured. Revenue comprises the fair value of the consideration received or receivable
for the sale of goods and services, net of VAT and discounts.

10

Arnarlax ehf. Consolidated Financial Statements 2018 All amounts in EUR



Notes

25 Financial income (and expenses)

Interest income recognition is based on an effective yield basis for bond receivables and based on accrued interest
income of bank deposits and trade receivables, unless there is a doubt about their collectability.

Transactions in foreign currencies are translated at the spot exchange rate at the date of the transaction. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the income
statement.

2.6 Fixed assets
Fixed assets are stated at cost less depreciation.

Depreciation is calculated using the straight-line method to expense the difference between the amortized cost /
revalued cost and residual value over their estimated useful lives as follows:

L] 1] oL T T T RN —— 10 - 20 years
Building .....c.cv....... v S SR SR e S S R Ao A 1 oA SRS S R R R SRR3R SRS S R e R8RSR SF VTSRS 33 - 40 years
Initial CAPItAl INVESTIETIE wsumvussussnmvnmsnamnms oossssmmmyssmesssssss vy v s e ¥ et et s e s e b 3 -5years
Machinery and qUIPMENT ..........oiiiiiiietcee e e 3-10 years
GOOAWI sisnmmmssmssnsinssessnsmammsss usms e yesy s 5o S s S AN S SHE S oS AR R4 A A S A 10 years

When the carrying amount of an asset exceeds its recoverable amount the asset is written down to the recoverable
amount.

Gains and losses on disposals are determined by the sale price and the book value of assets on the date of sale and
are included in operating profit. When assets are sold that have been revalued separately, the amounts in
revaluation of equity belonging to the assets is transferred to retained earnings.

Repairs and maintenance costs are expensed when incurred. Costs are included in the asset's carrying amount or
recognized as a separate asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the Company and that the cost of the item can be measured reliably. Major renovations are
depreciated over the estimated life of the related assets.

2.7 Trade receivables

Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary
course of business. Trade receivables are carried at original invoice amount less allowance for doubtful accounts.

An allowance against trade receivables is established when there is objective evidence that the group will not be able
to collect all amounts due according to the original terms of receivables.

2.8 Cash and cash equivalents

Cash and cash equivalents in the Balance sheet and the Cash Flow Statements includes cash, call deposits, short-
term securities for less than 3 months less overdrafts on bank accounts.

2.9 Equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are shown
as a deduction from the proceeds.

11
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Notes

2.10 Dividends

Dividend distribution to the Company's shareholders is recognized as a liability in the Company's financial
statements in the period in which the dividends are approved by the Company's shareholders.

211  Deferred income tax liability (asset)

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income statement,
except to the extent that it relates to items recognised directly in equity. In this case, the tax is also recognised
directly in equity.

The current income tax charge is calculated on the basis of the tax laws enacted at the balance sheet date. Current
income tax is based on estimated income tax expected to be paid next year to the tax authorities.

Deferred income tax is recognised on temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts in the financial statements. Deferred income tax is determined using tax rates that are
expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred income taxes assets and liabilities relate to income taxes
levied by the same taxation authority.

212 Borrowings

Borrowings are recognized initially at their fair value net of transaction costs incurred. Borrowings are subsequently
stated at amortized cost. Any difference between the proceeds (net of transaction costs) and the redemption value is
recognized in the income statement, taking into account the amortization of discounts / premium.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of
the liability for at least 12 months after the balance sheet date.

213 Trade payables

Trade payables are stated at their nominal value plus accrued interest.

214 Price index and foreign exchange rates

(a) Balances at year end
Foreign currency assets and liabilities at year end are translated into the euros using the exchange rates prevailing

at year end. Price index at year end is used for applicable assets and liabilities. Foreign exchange gains and losses
and price index changes are recognised in the income statement.

(b) Group companies

Assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance
sheet, and income and expenses for each income statement are translated at average exchange rates. All resulting
exchange differences are recognised as a separate component of equity. When a foreign operation is partially
disposed of or sold, exchange differences that were recorded in equity are recognised in the income statement as
part of the gain or loss on sale.

Average rate of the year Rate at the end of year
2018 2017 Change 2018 2017 Change
Euro (EUR) ....ccoviiiiieene 127,37 120,53 5,7% 132,8 125,05 6,2%
Consumer price index .......... 460,5 446,000 3,3%

12
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Notes

3. Salaries and related expenses

Salaries and related expenses for the period are as follows:

Salaries
Related expenses

Average number of employees

2018 2017
6.525.337 7.577.201
1.863.109 2.207.625
8.388.447 9.784.826

100 98

The Company employed an average of 100 employees during the year. Salaries and fees to management was EUR
447 thousand in the year 2018 (2017: 398 thousand EUR).

4. Financial income (and expenses)
2018 2017
Financial income (expenses) are as follows:
Interest income and INAEeXation ..........ccocccuieiiiiiiiiiiie e 73.874 260.598
Interest expense and iINAEeXation ........ccocceriieieieioiiniii i (2.397.738) (3.593.011)
Currency rate XChanQge ..........ccceiiiiiiieeiiie it (2.584.206) (1.444.499)
(4.908.071) (4.776.912)
Interest paid for the year 2018 was 2,44 m EUR.
5. Fixed assets
Property, Floating pen
plant and aquaculture Work in
Goodwill equipment tanks Progress Total
Year end 2017:
Book value beginning of year .......... 21.784.988 12.158.096 19.986.857 0 53.929.941
AAAItIONS: ommmsnmmmemmm s 0 5.993.374 2.022.295 1.308.560 9.324.229
Book value of sold assets ............... 0 (351.019) 0 0 (351.019)
Depreciation .......c.swsismmemsssmssas os (2.300.988) (1.985.790) (1.734.623) 0 (6.021.401)
Translation difference ..................... (7.935) (222.210) (675.661) 0 (905.806)
Book value end of year ................... 19.476.065 15.592.452 19.598.868 1.308.560 55.975.945
Book value at year end 2017 is as follows:
COSt it 23.000.881 22.188.481 23.944.751 1.308.560 70.442.673
Accumulated depreciation ............... (3.524.816) (6.596.029) (4.345.883) 0 (14.466.728)
Book value at yearend ................... 19.476.065 15.592.452 19.598.868 1.308.560 55.975.945
Year end 2018:
Book value beginning of year .......... 19.476.065 15.592.452 19.598.868 1.308.560 55.975.945
BAAItiONS scimvmsssn swmmssnmsummms 0 4.226.695 23.605 2.953.146 7.203.446
Book value of sold assets ............... 0 (395.873) 0 0 (395.873)
Depreciation ..........cccecerceeinencnnennne (2.299.651) (2.980.172) (5.771.234) 0 (11.051.057)
Translation difference ..................... (7.437) (185.315) (570.696) (48.997) (812.445)
Book value end of year ................... 17.168.977 16.257.787 13.280.543 4.212.709 50.920.016
Book value at year end 2018 is as follows:
COSE, cimrimsmrsmsmsmusmsmmensmnsys sussnrms 22.986.881 25.679.985 23.010.246 4.212.709 75.889.822
Accumulated depreciation ............... (5.817.904) (9.422.199) (9.729.704) 0 (24.969.806)
Book value at yearend ................... 17.168.977 16.257.787 13.280.543 4.212.709 50.920.016
Book value for the year ended 31 Dec. 2018 is as follows:
Goodwill, property, plant, equipment and floating aquaculture tanks .............c.ccoeiiinnnniiiien, 46.707.307
INVESEMENT IN PrOGIESS ..ot eieeett ettt st e st s e st e e e aa e s e bbe s e e eab s s e e esna e e e aneesesbaeeennes 4.212.709
"~ 50.920.016

Arnarlax ehf. Consolidated Financial Statements 2018

All amounts in EUR



Notes

5. Fixed assets, continued

Other information: Official Insurance Book value
value value

Strandgata 1, Bildudal...........ccoereeiiiieeee e 378.940 3.064.733 2.395.796
Strandgata 13; BIlAUAAL . .xmsmsssmmemsmmmmsussssnammmmsssanysms 44.005 297.059 215.326
Strandgata 16, Bildudal...........cocueiriiieiiiiiiiiieeee e 129.742 436.876 426.060
Hafnarbraut 2 Vesturbyggg.........ccocriiiiiennneninniciiiiiininiecs 108.357 761.132 682.044
Gileyri og Eysteinseyrar, Vesturbyggo..........ccccovcueericeeernceeiniinieninns 44 397 178.250 4.185.142
Strandgata 43 Talknafjardarhreppur...........ccocveeviiviiniiiiciniiecene 91.113 1.088.642 110.623
Vid Patrekshofn Vesturbyggo.......occvveveieiiiiiiciiiiinciee e 110.315 1.430.549 263.576
Floating marine pen and aquaculture tanks.............cccoeeveeiiiiieennneenn. 10.837.463 13.327.456
SIS 5505 s svrmmmnsssmons s yas R F 55 55 S Y 5 S SEES  SR F S S H S 6.850.912 3.229.269
Other fixed assets, equipment etC..........cooviiiiiiiiiiiiii e 11.047.527 4.506.105
Eysteinseyri [and...........oooiie e 196.933
7T o T 17.168.977
WWOTK iN PROGIESS. .. euuviiiieeeeiiiiieeeeeee et tee e e e e eette e s e s snaeneeee e e senneneeeeens 4.212.709
906.868 35.993.142 50.920.016

Goodwill:
Goodwill in owned companies is as follows: 2018 2017
BESJATVIK B civvismssvunsemssrmsmmrnemmomsssssmass obsmemm s i svisss s ves svanssmsises S8 e s oris s savas sunsssays 205.906 235.321
FJarGalax €Nt ........oociiiiieeece ettt e s s s 16.850.119 19.096.802
EIQISSIOBIN ISPOT N .ottt s s nes s an s en s snsee 112.952 143.942
17.168.977 19.476.065

6. Shares in associated companies

The groups investment in Eldisstodin ispor hf. is accounted for in accordance with the equity method. In accordance
to the equity method the share of profits and loss of the associate is included in the Income Statement. Cumulative
effects are included in the carrying amount of the shares in the associate. Associates are entities in which the
Company generally holds between 20 and 50% of the shares or has significant influence without having direct control

over the entity. Other associated companies are designated at cost.

Shares in associates are specified as follows:

Share

Eldisstodin Ispor hf.
Porlakshofn (equity method) ......ooooiiiveciiiiiiene 50%
Flax 3 ehf, Talknarfirdi (COSt) .....ccccovevrveernieiiinnenn. 100%
Nordanlax ehf, Talknarfirdi (COst) .........cocoereeriiiiinces 100%

Share in profit / (loss) of associates are specified as follows:

Eldissteéin Jshar bf. DONAKSABIN . .o memsmumesss sumosssssmomens

Arnarlax ehf. Consolidated Financial Statements 2018

Nominal value

4.209

4.209

4.209

Share

50%

2018 2017
2.309.026 2.430.946
4.209 4.209
4.209 4.209
2.317.444 2.439.363
2018 2017

0 0
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7. Deferred income tax asset

Change in deferred income tax asset during the year is as follows:
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Deferred income tax asset beginning of Year ..o 3.122.106
Income tax from continUing OPEratioNs ..........cccceriiiiiiiiii i 3.097.312
Exchange rate diffEerENCe .......couiiiiiiiiiiiie e (278.723)
Income tax payable iN 2019 ......oociiiiii e e e 0
5.940.695

Deferred income tax assets (liabilities) are broken down into the following items:
Balance 1.1. Balance 31.12.
FIXEA @SSEES ...viiiuiiiiiiiiie ettt e e ane e 24.965 (33.893)
TTAAE TECEIVADIES .....nrvenncnnrssnnsonnnnsnsnnns semsisnsis S E3EE ¥ FUTa T BRT04H S50 $EF AR VRS S0 VRO ST 0 167.915 456.603
INVENTOTIES ....eeiieiiiiie ettt et e s e ea e e sa e s e aa e e s e bna e e e s bb e e e e bseeeennnns (213.774) 0
Carry forward |0SSES: ......-u.asss i smusremassimsmms s s S rETR 55 1875 S SUITEET ST S UIBRARD 557 3.272.255 5.100.108
Exchange rate differ@nge «urssmmmameansmssmsmmsms i svmsnmvmeissm i wemesies (129.255) 417.875
Income tax asset at year €Nd ...........cooviiiiiiiiiincir 3.122.106 5.940.695

Income taxes will not be charged in 2019 due to carry forward losses from previous years. Calculated 20% income

tax of the carry forward losses and how it can be used are as follows:

Loss for 2009, expires end OF 2019 .........c s ssimensmsmmmmm s e suie st s ses s s sssiassssss s sspasssaresss
Loss for 2011, expires end 0f 20271 .......cooiiiiiiiiieee e
Loss for2012, expires end 0f 2022 ...acimssisuurmsnss soss i oo sssn s s sssassss vosaswve sowsssvasssmases s ss
Loss for 2013, expires €nd 0f 2023 ........ccoo it
Loss for 2014, expires end 0f 2024 ..........ccosuiiiemimemmesnmisesssisssiismsiiisssssterssemorassnsssesassnsssssssassassaasas
Loss for 2015, expires end 0f 2025 .......cocooiiiiiiiiiiiiinie e e
Lo8s for 2016, EXPIres N0 2020 ... ssiessssesmmassarnsisimsssssimmissssimomensssivians ot s wmasmis oo
Loss for 2018; expires end of 2028 ......cousmmssmsmmisemssimsmmssrmsmsiviessomsms e ves sirnsassatsassonstasessses oas

3.611
188.650
115.839
162.767

1.509.292
330.267
780.865

2.018.818

5.100.108

Calculated income tax of the Company's profit before tax (effective income tax rate) differs from the theoretical

amount that would arise using the income tax rate used for the calculation as follows:

2018 2017
LLOSS BETOTE TAX: ... somien consnnsmsnnmn smmmsismsons sm i35 557575 5555 385 500405 S oA S S S oSS ST (19.048.914) (596.560)
Calculated income tax with 20% income tax rate ..........ccccccccieiiiiiiiiiiiiire e 3.809.783 119.312
Non-deductible expenses - depreciated goodwill ...........ccccieiiiiiiiniiiiiiic e (455.220) (455.220)
Other non-deductible expenses and foreign exchange variance .............cccoceeevieneenens (257.251) 345.491
3.097.312 9.583
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8. Biological assets valued at cost and other inventories

Biological assets valued at cost and other inventories are as follows: 2018 2017
BiologiCal @SSEtS. ....cciiuiiie it 35.889.609 32.237.442
Raw materials (feed for the farming business).........c.ccceeciiiiiiiiiiiiiiniiiiiiees 1.515.446 3.510.298
BOXES. ... ettt e e e e ne s et e e bt saaa e s a e s aa e nae s 36.143 0
FiniShed ProdUCES. .......coooiieeeeee et 40.000 727.703

37.481.198 36.475.442

Biological assets are valued at cost or net realizable value. Cost value is comprised of direct labour, other direct
costs and indirect production costs but excludes borrowing costs. Net realizable value is the estimated selling price
in the ordinary course of business less costs of completion and selling expenses, including all direct operating
expenses except depreciation and financial expenses. At year end loans included in interest bearing loans are
secured against a pledge on biological assets and Inventories.

9. Trade receivables

Trade receivables are as follows: 2018 2017
Trade reCeIVADIES .......ooeumveremessiosssssisssssviamimse i visssnsses dass 5 Fises £5v s e baes sosess soass 6.318.097 8.199.699
Trade receivables, DONAS .......coooiiiiiiiceeeeec e e rsbsesaeseeeenenes 430.338 460.714
Allowance for doubtful receivables ..........c..coeoeiiiiiiiieii e (1.209.322) (896.720)
Trade TeCEIVADBIES; NBT wiuuiursvssmusuivivs o snimsasiosmssvss s svimsss s samasssss s baissumivsss s ssaase s 5.5639.113 7.763.693

Trade receivables are written down in year end 2018 of 1,2 m EUR and the allowance for doubtful receivables is as
follows:

Allowance for doubtful receivables 01.01 ..o 896.720 228.406
Written off in the Year ..o (1.109.642) (143.871)
Allowance for doubtful receivables change inthe year ...........ccccooiiiiiiiiiiininnn. 1.443.217 836.028
Exchange rate difference s mssmrmssssoms sssasomers smmomsssssmasmomssss pom sossswesssasn e o (20.973) (23.843)
Allowance for doubtful receivables 31.12 ... 1.209.322 896.720

Receivables are written down to meet the risks of these assets. This is not a final write-off but is an allowance
account for possible losses and is deducted from capitalized receivables in the Balance Sheet.

10. Equity

Shares

The nominal value of Share Capital of the Company was ISK 4.609.855.405 as of 31/12/2017. The cost of the issue
of new shares in the year 2014 of ISK 51.984.603 has been deducted from the nominal value. During 2018 the
company conducted a private placement with a share issue in Arnarlax AS and raised 200m NOK in share capital.
195m NOK of the proceedes were transfered to Arnarlax ehf and converted to share capital and premium capital.
Outstanding debt to the parent company, Arnarlax AS, was also converted to capital. After the Share capital increse
the nominal value of share capital is 5.984.855.405 ISK.

Each ISK 1 - one Icelandic krona - of share capital in the Company carries 1 - one - vote.

Restricted reserve due to unrealised profit of subsidiaries and associates

According to the Icelandic Financial Statements act, no. 3/2006 companies can not pay dividends on profit from
subisdiaries and associates in excess of the amount that has been paid as dividends to the parent company. The
parent company’s share in profit from associated companies, in excess of dividents received, is therefore designated
as a restricted equity.
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10. Equity, continued

Statement of changes in equity

Share Premium Other Accumulated Total
capital capital items loss equity
Changes in 2017
Balance beginning of year .............. 32.664.060 23.520.157 813.379 (2.358.963) 54.638.633
Translaction difference .................... (326.666) (326.666)
Profit of subsidiaries .........c.ccocceuce. (192.726) 192.726 0
Loss forthe year .......ccccceeeveevnneennne (586.977) (586.977)
Balance end of year ........................ 32.664.060 23.520.157 293.987 (2.753.214) 53.724.990
Other items are as follows: Statutory Translation Profit of Other
reserve difference subsidiaries items total
Balance beginning of year .........cccccevveeviieeeiineneenn. 887 619.766 192.726 813.379
Translaction difference ........ccooooeeeeeeiieccccinenens (326.666) (326.666)
Profit of subsidiaries ..........cccoeovviieiiiniiiiiiieeee, (192.726) (192.726)
Balance end of year .........ccccevvienvinnninniinniseenneennnen 887 293.100 0 293.987
Share Premium Other  Accumulated Total
capital capital items loss equity
Changes in 2018
Balance beginning of year .............. 32.664.060 23.520.157 293.987 (2.753.214) 53.724.990
Capital increase .........ccceeevevveeennnes 10.440.395 10.440.395 20.880.790
Translation difference ..................... (244.549) (244.549)
Loss forthe year ........ccccceeeeeennnennn. (15.951.602) (15.951.602)
Balance end of year ............cc........ 43.104.455 33.960.552 49.438 (18.704.816) 58.409.629
Other items are as follows: Statutory Translation Profit of Other
reserve difference subsidiaries items total
Balance beginning of year .........cccocveeviieeieninenineenn. 887 293.100 0 293.987
Translaction difference .........ccccoevevireicieeeecccecen. (244.549) 0 (244.549)
Balance end of year ........ccccoiieeniiiiiniicccien e 887 48.551 0 49.438
11. Liabilities
Bank loans are as follows: 2018 2017
LIaDIIHES i EUIR . comosmesssins aniions inasames s 556556s 55055 5540535637555555 5555005155 ¥3 5 0 S50 T40 05508 A o H 00 RN 7.976.271 10.458.462
Liabiliies iN ISK ..ottt e e 2.572.785 3.468.652
10.549.056 13.927.114
Payments of long term liabilities as at the end of year 2018 are as follows: 2018 2017
QI .....csmmsmssmsmmarsmmssnssssmmsnapssans sesnssssnsssnssn nrssasssssssssasssms smnssmssnss 5548 S8 S EVEHTRE SR TR RRFSAERT oS 0 3.510.952
20 it a et b e et s ettt sh et e e b e e aae s a e s e e an e s 2.178.663 3.088.880
2020 .t a et a et b et bt e et bt saa e e bb e e s aa s ne e ae e as 2.452.082 4.059.150
P2 .oersomensnressnnansasnsssrsssnsssannssensssssansmnsanssssnnsssnsdisn s s5H34F SR4FEEUTHENES SF5 FESTHSERTVRRRSESRE ARV 2.241.232 1.602.243
2022 ...t eb e e— et be e a—eaaa—eea—eebeeeteeaneetbae e abe e eab e e e ateentteeanesenee s 1.287.969 889.469
2023 .. eronnrmmesunosssssssnsrssnnminssss srnsssssssnssssssmn nnsanmsnssss sk s HS RS T OSSR SRR RS 386.955 340.044
LLBEEI . snnsrmssansnennamnsssssnss sosnsnnsnssmsanssns somsmnns umsss mminsis S 548543 i s H0a S BHHH TS 850 SRV S 0 ST AT S 2.002.154 436.376
10.549.056 13.927.114
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11. Liabilities, continued

The long-term loan payment plan in this note is based on current loan agreements. Several loan agreements
contain provisions that the company is entitled to extend the loan subject to certain conditions. An extension of the
loans with an extension clause in the long-term payment plan above is not included. All oustanding loans were
refinanced in February 2019, see note 13.

Total long-term liabilities are shown on the Balance Sheet as follows:

Maturities after one year and later, recognized as long term liabilities ........................ 8.370.393 10.416.162

Short-term liabilities are shown on the Balance Sheet as follows:

Maturities in next year, recognized as current liabilities ...........cccccoviiiiniiiiiiiiieennnn 2.178.663 3.510.952
Short term bank loans in EUR, recognized as current liabilities .............cccceeevveennnen. 27.724.148 29.651.291
Short term bank loans in ISK, recognized as current liabilities ..........cc.cccceeveeeenneenn. 1.245.545 1.717.063

31.148.356 34.879.306

At year end all Interest bearing loans of 39,5 million EUR are secured against a pledge on all assets of the Group.

12. Related parties

Related parties are individuals and companies that have interest in the company. Parent company, owners, key
employees and others. Business between related parties and other are comparable.

Business with related parties in the year 2018: Assets Liability

Eldisstodin Ispor hf, associated COMPANY ..........ccoeevevirieeeeeeiereeeeeeereseeeseee e 201.040

Arnarlax AS, Shar€hOIUET ........ooueeniiiiiee et e e et e e e e e s 56.127

Haganes AS, shareholder in Arnarlax AS ...........oooo e 87.748

Edinborg AS, shareholder in Arnarlax AS ... 87.747
257.167 175.495

Fjardalax ehf, SUDSIAIAIY ........c.coiiiiiiiiie e e 7.000.532

Bzejarvik ehf; SUDSIHIATY: .o sisssissns sonsnssissesusanssnsss savassssmnssvs swas s sonavsuies svs ssssvasvnasssaessh 8.465.496

Business with related parties in the year 2018: Sale Cost

Eldisstodin Ispor hf, associated COMPANY .........cccooeueviveveieeeieereeeeeee e 2.254.713

Bagjarvik ehf, SUDSIAIAIY ........coocceeiiiiiiiiiiee e e 947.025

Fiaroalax ehf, SUDSIAIATY «.coroimrmssssmamoimemesmisessesos msssssens svs ssssasvasssiassasanss s sssie sisvasasans 8.219.086

13. Subsequent events

On December 21st 2018 the company signed a 3 year loan agreement with Arion Bank hf and DNB Bank ASA for a
facilities agreement of 55.000.000 EUR. The funding was closed on February 22nd of 2019. The financing is split in
5.000.000 EUR overdraft, 35.000.000 EUR revolving credit facility and a 15.000.000 EUR term loan.

14. Off Balance Sheet items

In March 2017 the company entered into a wellboat rental agreement that runs until the end of 2020. The yearly
rental fee is 2m EUR and is expensed monthly. No liability or asset is recorded because of this agreement in the
Balance Sheet.
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