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Operations in 2009

At year-end 2009 the goodwill was tested for impairment. Impairment losses on goodwill of subsidiaries amounted to
ISK 322 million and is expensed in profit and loss.

The Board of Directors and management has entered into negotiations with its commercial banks on the refinancing
of the company. It has been decided to work on financial restructuring of the Group in the near future. The
management expects that the share capital will be increased soon and used to settle loans and borrowings, and the
maturity of the loans and borrowings will be extended. The Board of Directors will in the Annual General Meeting at
19 February 2010 propose for authorisation to the Board to increase share capital by nominal value up to ISK 120

Endorsement and Statement by the Board of 
Directors and the Managing Director

The Financial Statements include the Consolidated Financial Statements of Nýherji hf. and its subsidiaries. The Group
consists of 19 companies.

According to the Statement of Comprehensive Income, loss for the year amounted to ISK 1,361 million, but when
foreign currency translation differences of foreign operations and revaluation of buildings is taken into consideration
comprehensive loss for the year amounted to ISK 686 million. The presentation is in accordance with revised
international financial reporting standard IAS 1 Presentation of Financial Statements (2007), which became effective as
of 1 January 2009. Comparative information has been re-presented so that it also is in conformity with the revised
standard. Since the change in accounting policy only impacts presentation aspects, there is no impact on earnings per
share. Sales of goods and services amounted to ISK 14,332 million during the year. According to the Balance Sheet,
equity at year-end amounted to ISK 1,264 million.

The Group´s buildings were revalued to fair value as at 1 April 2009. The revaluation is based on estimation of
independent valuers. The book value of the buildings was increased by ISK 814 million and the increase, net of ISK
146 million income tax, was posted as a special item in other comprehensive income. 
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28.5%
10.6%

Share capital and Articles of Association

The Board of Directors proposes that no dividend will be paid to shareholders in 2010 on 2009 activities. Reference is
made to the Statement of Changes in Equity regarding information on changes in equity.

The share capital of the Company amounted to ISK 280 million at year-end. The Company owns treasury shares
amounting to ISK 5 million. The entire share capital is of the same class listed on the Iceland Stock Exchange. All
shares confer the same rights. Share option agreements have been concluded with several managers of the Group,
which enables them to purchase shares in the Company at the exercise price of 14 over a period of four years, given
that they work for the Group during that time. Further information on the share option program is in note 21. The
Board of Directors has the right to purchase up to 10% of the nominal value of the shares of the Company, provided
that the purchase price in not more than 20% higher or lower than the last quoted price in the Iceland Stock
Exchange.

Those who want to be candidates for the Board of Directors of the Company have to notify the Board of Directors in
writing at least full seven days before the beginning of the Annual General Meeting. The Company's Articles of
Association can only be amended with the approval of 2/3 of casted votes in a legal shareholders' meeting, provided
that the notification calling the meeting thoroughly informs on such amendment and what the amendment consists in.

million.

Vænting hf. ..................................................................................................................................................
Áning-fjárfestingar ehf.  ...............................................................................................................................

Shareholders at year-end were 270 compared to 267 at the beginning of the year and increased by three during the
year. Two shareholders owned more than 10% of the Company's outstanding share capital at year-end 2009. They
are:
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Corporate governance

Statement by the Board of Directors and the Managing Director

Endorsement and Statement by the Board of Directors and 
the Managing Director, contd.:

The Board of Directors and the Managing Director have today discussed the annual consolidated financial statements
of Nýherji hf. for the year 2009 and confirm them by means of their signatures. The Board of Directors and the
Managing Director recommend that the consolidated financial statements be approved at the annual general meeting

The Annual Consolidated Financial Statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the EU and additional Icelandic disclosure requirements for consolidated
financial statements of listed companies.

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

According to our best knowledge it is our opinion that the annual consolidated financial statements give a true and fair
view of the consolidated financial performance of the Group for the financial year 2009, its assets, liabilities and
consolidated financial position as at 31 December 2009 and its consolidated cash flows for the financial year 2009.

The Board of Directors of Nýherji hf. emphasizes maintaining good management practices. The Board of Directors has
laid down comprehensive guidelines wherein the competence of the Board is defined and its scope of work vis-à-vis
the Managing Director. These rules include i.e.. rules regarding order at meetings, comprehensive rules on the
competence of Directors to participate in the discussion and decision of issues presented to the Board, rules on
secrecy, rules on information disclosure by the Managing Director to the Board and other issues. The Company's
Board of Directors determines the Managing Director's terms of employment and meets regularly with the Company's 
auditors. The board of directors has appointed an audit committee. All three members of the Board are independent of
the Company according to a definition in Article 2.5 in Guidelines on Corporate Governance, issued in June 2009., by
Iceland Chamber of Commerce, Nasdaq OMX Iceland hf. and Confederation of Icelandic Employers.
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Þórður Sverrisson

Reykjavík, 5 February 2010.

Board of Directors:

Árni Vilhjálmsson                        Guðmundur J. Jónsson

Managing Director:

Managing Director recommend that the consolidated financial statements be approved at the annual general meeting
of Nýherji hf.

Benedikt Jóhannesson, Chairman
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To the Board of Directors and Shareholders of Nýherji hf.

Management’s Responsibility for the Financial Statements

Auditor’s Responsibility

Independent Auditor’s Report

We have audited the accompanying consolidated financial statements of Nýherji hf. and its subsidiaries (the “Group”),
which comprise the statement of financial position as at 31 December 2009, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flow for the
year then ended, and a summary of significant accounting policies and other explanatory notes. 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards as adopted by the EU. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial
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. 

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we comply
with relevant ethical requirements and plan and perform the audit to obtain 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
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Opinion

Emphasis of matter

KPMG  hf.

Sæmundur Valdimarsson

Reykjavík, 5 February 2010.

Without qualifying our opinion, we draw attention to the fourth paragraph in note 2d to the consolidated financial
statements, which describes the great uncertainty that has emerged in the Icelandic economy and its potential impact
on the final outcome of the fair value of assets. Furthermore, we draw attention to note 19 to the consolidated
financial statements, which states that the Company does not meet with the terms of loan agreements with credit
institutions stating that should the equity ratio or EBITDA ratio go below a certain benchmark the loans could fall due.
The Company's management has entered into negotiations with credit institutions and in an agreement between the
parties it is implied that the Company will work on financial restructuring in the near future.

appropriateness of accounting principles used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements. 

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

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of
Nýherji hf. as at 31 December, 2009, and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with International Financial Reporting Standards as adopted by the EU. 
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Notes 2009 2008
Re-presented*

7 14.332.361 14.912.611 
6.355.377)(      6.820.197)(     

Gross profit ......................................................................................................... 7.976.984 8.092.414 

Other income ........................................................................................................ 7 14.182 23.256 
Salary and salary-related expenses ....................................................................... 8 6.080.445)(      5.952.442)(     
Other operating expenses .................................................................................... 1.972.928)(      1.854.161)(     
Depreciation ......................................................................................................... 13 272.513)(         250.337)(        
Impairment losses on goodwill ............................................................................. 322.281)(         0 

 657.001)(          58.730 
    

10 56.571 62.914 
10 723.873)(         1.543.083)(     

667.302)(         1.480.169)(     

1.324.303)(      1.421.439)(     
   

11 36.949)(           220.427 

1.361.252)(      1.201.012)(     

Other comprehensive income:

Loss for the year .................................................................................................

Operating (loss) profit  .......................................................................................

Net finance expense ...........................................................................................

Consolidated Statement of Comprehensive Income
for the year 2009

Income tax ............................................................................................................

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

Sales of goods and services .................................................................................
Cost of goods sold and cost of sold services .......................................................

Finance income ...................................................................................................
Finance expenses ...............................................................................................
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Other comprehensive income:
8.100 429.527 

813.726 0 
146.471)(         0 

Other comprehensive income for the year ...................................................... 675.355 429.527 

685.897)(         771.485)(        

Loss attributable to:
1.356.506)(      1.201.249)(     

4.746)(             237 
1.361.252)(      1.201.012)(     

Total comprehensive loss attributable to:
681.151)(         778.880)(        

4.746)(             7.395 
685.897)(         771.485)(        

Loss per share:
18 4,93)(               4,68)(              
18 4,92)(               4,67)(              

* Change in presentation, see note 2e.

The notes on pages 10 - 37 are an integral part of these consolidated financial statements.

Diluted loss per share (ISK) .................................................................................
Basic loss per share (ISK) ....................................................................................

Equity holders of the Parent Company ...............................................................
Non-controlling interest ......................................................................................
Total comprehensive loss for the year ................................................................

Income tax on revaluation of buildings ...............................................................
Revaluation of buildings ......................................................................................
Foreign currency translation diffrences for foreign operations ...........................

Equity holders of the Parent Company ...............................................................
Non-controlling interest ......................................................................................
Loss for the year .................................................................................................

Total comprehensive loss for the year .............................................................
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Notes 2009 2008
Re-presented

12 2.102.780 1.385.968 
13 3.958.241 4.150.655 
20 94.172 242.323 

18.361 38.028 
Total non-current assets 6.173.554 5.816.974 

14 630.646 646.674 
15 2.405.527 3.198.669 
16 385.195 467.690 

Total current assets 3.421.368 4.313.033 

9.594.922 10.130.007 

274.956 275.706 
1.083.645 1.097.145 
1.139.073 464.330 
1.245.013)(      104.820 

Share premium ..................................................................................................
Reserves ............................................................................................................
(Accumulated deficit) retained earnings .............................................................

Equity

Cash and cash equivalents .................................................................................

Share capital .......................................................................................................

Property and equipment .....................................................................................
Intangible assets ................................................................................................
Deferred tax assets ............................................................................................
Long-term notes ................................................................................................

Inventories .........................................................................................................
Trade and other receivables ...............................................................................

as at 31 December 2009

Consolidated Statement of Financial Position

Total assets

Assets
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Total equity attributable to equity holders of the Parent Company 1.252.661 1.942.001 
11.320 21.965 

Total equity 17 1.263.981 1.963.966 

Liabilities

19 1.523.003 2.669.106 
20 3.218 0 

Total non-current liabilities 1.526.221 2.669.106 

19 4.014.101 2.342.727 
0 16.222 

22 2.790.619 3.137.986 
Total current liabilities 6.804.720 5.496.935 

Total liabilities 8.330.941 8.166.041 

9.594.922 10.130.007 

The notes on pages 10 - 37 are an integral part of these consolidated financial statements.

Non-controlling interest ......................................................................................

Loans and borrowings ........................................................................................
Deferred tax liabilities..........................................................................................

Loans and borrowings ........................................................................................
Current tax liabilities ...........................................................................................
Trade and other payables ...................................................................................

Total equity and liabilities
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Total equity
attributable

(Accumulated to equity
deficit) holders of Non-

Share Share retained the Parent controlling Total
Capital premium Reserves earnings Company interest equity

225.635 153.266 29.361 1.341.450 1.749.712 14.249 1.763.961 

422.369 1.201.249)(  778.880)(     7.395 771.485)(    
45.000 941.313 986.313 986.313 

3.934)(      82.267)(     86.201)(       86.201)(      
9.005 184.833 193.838 193.838 

12.600 12.600 12.600 

100.000)(   100.000 0 0 

321 321 

135.381)(     135.381)(     135.381)(    
275.706 1.097.145 464.330 104.820 1.942.001 21.965 1.963.966 

2009

275.706 1.097.145 464.330 104.820 1.942.001 21.965 1.963.966 

Dividend, ISK 0.60

Equity at 31 December 2008

Equity at 1 January 2009 .......

 for the year  ........................

Own shares sold  ..................

Consolidated Statement of Changes in Equity

 earnings  .............................

 per share ............................

Stock options  .......................
Transferred to retained

   interest ...............................
Sale of non-controlling

2008

for the year 2009

Equity at 1 January 2008 .......

Total recognised loss

Issue of new shares  .............
Own shares acquired  ...........
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275.706 1.097.145 464.330 104.820 1.942.001 21.965 1.963.966 

675.355 1.356.506)(  681.151)(     4.746)(      685.897)(    
6.673)(       6.673 0 0 

750)(         13.500)(     14.250)(       14.250)(      
3.729)(       3.729)(         3.729)(        

5.899)(      5.899)(        

9.790 9.790 9.790 
274.956 1.083.645 1.139.073 1.245.013)(  1.252.661 11.320 1.263.981 

The notes on pages 10 - 37 are an integral part of these consolidated financial statements.

Stock options cost reversed  

Equity at 1 January 2009 .......

Purchase of

Equity at 31 December 2009

Own shares with put

Total recognised loss

Revaluation transferred .........
Own shares acquired  ...........

   non-controlling interest ......

 option not exercised ...........

 for the year  ........................
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Notes 2009 2008
Cash flows from operating activities:

1.361.252)(      1.201.012)(      

13 272.513 250.337 
322.281 0 

347 2.929)(             
667.302 1.480.169 

36.949 220.427)(         
61.860)(           306.138 

9.830 46.902 
482.125 835.766)(         
249.095)(         1.009.097 

Changes in operating assets and liabilities 242.860 220.233 

56.571 61.235 
280.096)(         431.956)(         

16.222)(           76.270)(           
Net cash (used in) provided by operating activities 58.747)(           79.380 

Cash flows from investing activities:
12 126.513)(         281.890)(         

3.018 3.706 
13 45.469)(           0 

0 1 164 671)(      

Income tax paid .................................................................................................

Investment in property and equipment  ............................................................
Proceeds from the sale of property and equipment  .........................................

Acquisition of subsidiaries  net cash acquired  

Interest income received  ..................................................................................

Net finance expense  .....................................................................................
Income tax  .....................................................................................................

Loss (gain) on sale of assets and fair value adjustments of other companies 

Trade and other receivables, decrease (increase) ...........................................
Trade and other Payables, (decrease) increase ..............................................

Acquisition of intangible assets .........................................................................

Consolidated Statement of Cash Flows for the year 2009

Changes in operating assets and liabilities:
Inventories, decrease .....................................................................................

Loss for the year  ...............................................................................................
Adjustments for:

Depreciation  ..................................................................................................

Interest expenses paid  .....................................................................................

Impairment losses on goodwill ......................................................................
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0 1.164.671)(      
19.667 7.599)(             

Net cash used in investing activities 149.297)(         1.450.454)(      

Cash flows from financing activities:
0 636.457 

14.250)(           86.201)(           
0 193.838 
0 135.381)(         

72.717)(           430.126)(         
191.220 1.459.213 

Net cash provided by financing activities 104.253 1.637.800 

103.791)(         266.726 

21.296 83.082 

467.690 117.882 

16 385.195 467.690 

0 349.856)(         
0 349.856 

The notes on pages 10 - 37 are an integral part of these consolidated financial statements.

Proceeds from issue of share capital   ...............................................................

Proceeds from issue of share capital  ................................................................
Repurchase of own shares  ...............................................................................
Proceeds from sale of own shares  ...................................................................
Dividend paid  ....................................................................................................
Repayment of long-term of borrowings  ...........................................................

Investing and financing activities not affecting cash flows:

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

Effect of exchange rate fluctuations on cash held .........................................

(Decrease) increase in cash and cash equivalents .........................................

Acquisition of subsidiaries  ................................................................................

Acquisition of subsidiaries, net cash acquired  ..................................................

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

Long-term notes, change  .................................................................................

Loans and borrowings, increase   ......................................................................
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1. Reporting entity 

2. Basis of preparation
a. Statement of compliance

The financial statements were approved by the Board of Directors on 5 February 2010.

b. Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis except buildings are
measured at revalued cost and financial instruments at fair value through profit or loss and derivative financial
instruments are measured at fair value. The methods used to measure fair values are discussed further in note
4.

The Company´s aim is to provide its customers complete solutions in the fields of information technology with
developing software, providing hardware and software, office equipment and technical service.

The management of Nýherji hf. has been negotiating with its commercial banks since the Group breached
covenants in loan agreements in the fourth quarter of 2008, as explained in note 19. The management of
Nýherji hf. is working with commercial banks on the refinancing of the Group and the management believes that
agreements on the financing of the Group will be concluded soon and that the Company will continue as a going 
concern for the foreseeable future

Notes

Nýherji hf. (the “Company”) is a limited company domiciled in Iceland. The address of the Company’s registered
office is Borgartún 37, Reykjavik. The consolidated financial statements of the Company as at and for the year
ended 31 December 2009 comprise the Company and its subsidiaries, together referred to as the “Group” and
individually as “Group entities”.                     

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

d. Use of estimates and judgements

The determination of fair value is based on preconditions, which are dependent on the judgment of
management on future events. Actual value can be different from this estimation. The current economic
environment in Iceland poses a greater uncertainty on the actual value of the Group´s assets.

Subsidiaries‘ deferred tax assets amounting to ISK 168 million were expensed during the year due to
uncertainty of utilisation. In addition to that, deferred tax assets amounting to ISK 27 million of subsidiaries tax
loss was not recognised.

concern for the foreseeable future.

These consolidated financial statements are presented in Icelandic krónur (ISK), which is the Company’s
functional currency. All financial information presented has been rounded to the nearest thousand. 

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 estimates are revised and in any future periods affected.

Information about significant areas of estimation uncertainty in applying accounting policies that have the most
significant effect on the amounts recognised in the financial statements is included in note 13 on measurement
of the recoverable amounts of cash-generating units containing goodwill.
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e. Changes in accounting policies

3. Significant accounting policies

Notes, contd.:

The accounting policies set out below have been applied consistently to all periods presented in these

The financial statements are prepared using the same accounting policies as the previous year except in the
area of revaluation of building discussed below. The presentation of the financial statements has been changed
in accordance with new rules concerning presentation of financial statements.

The Group applies revised IAS 1, Presentation of Financial Statements (2007) , which became effective as of 1
January 2009. As a result, the Company presents in the statement of changes in equity all owner changes in
equity, whereas all non-owner changes in equity are presented in the statement of comprehensive income.
Comparative information has been re-presented so that it also is in conformity with the revised standard. Since
the change in accounting policy only impacts presentation aspects, there is no impact on loss per share.

The Group applies IFRS 8, Operating Segments , which became effective as of 1 January 2009. The Group
presents a statement of segments based on internal reporting to managing director. Implementation of the
standard does not change the presentation of business segments.

The Company’s buildings are as of 1 April 2009 recorded at a remeasured value which is the fair value on the
day of remeasurement less accumulated depreciation. The revaluation is based on estimation of independent
specialist. These assets will be remeasured regularly. Any increase in value arising on remeasurement will be
recognised in other comprehensive income and presented in the revaluation reserve in equity, less income tax.
Depreciation on the remeasured value will be recorded through profit or loss. On disposal of these buildings,
the part of the revaluation reserve which belongs to the asset will be transferred to retained earnings. The
equivalent of depreciated revaluation each period is transferred to retained earnings. The useful life of Borgartun
37 was extended to 75 years parallel to the reassessment, whereas previously it was 50 years. Other buildings
are depreciated in 50 years.  

Consolidated Financial Statements of Nýherji hf. 2009 11 Amounts are in ISK thousand
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a. Basis of consolidation
(i) Subsidiaries

(ii) Transactions eliminated on consolidation

b. Foreign currency
(i) Foreign currency transactions

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

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealised losses are eliminated
in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, and have been applied consistently by Group entities, except as explained in
note 2e, on revaluation of buildings.

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control,
potential voting rights that currently are exercisable are taken into account. The financial statements of
subsidiaries are included in the consolidated financial statements from the date that control commences until
the date that control ceases. The accounting policies of subsidiaries have been changed when necessary to
align them with the policies adopted by the Group.

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at
exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated to the functional currency at the exchange rate at that date. Non-
monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated
to the functional currency at the exchange rate at the date that the fair value was determined. Foreign currency
differences arising on retranslation are recognised in profit or loss.
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(ii) Foreign subsidiaries 

c. Financial instruments
(i) Non-derivative financial instruments

Financial assets at fair value through profit or loss

Held-to-maturity investments
If the Group has the positive intent and ability to hold debt securities to maturity, then they are classified as held-
to-maturity. Held-to-maturity investments are measured at amortised cost using the effective interest method,
less any impairment losses

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.

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other
receivables, cash and cash equivalents, loans and borrowings, and trade and other payables.

The assets and liabilities of foreign operations, including goodwill arising on acquisition, are translated to
Icelandic krónur at exchange rates at the reporting date. The income and expenses of foreign operations are
translated to Icelandic krónur at average exchange rates of the period. Foreign currency differences are
recognised in other comprehensive income. 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.

Notes, contd.:

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 Group manages
such investments and makes purchase and sale decisions based on their fair value. Financial instruments at fair
value through profit or loss are measured at fair value, and changes therein are recognised in profit or loss. Any
directly attributable transaction costs is expensed as incurred.
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Loans and receivables

Accounting for finance income and expense is discussed in note 3(l).

Other financial instruments

(ii) Derivative financial instruments

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

less any impairment losses.

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

The Group holds derivative financial instruments to hedge its foreign currency risk exposures. Derivatives are
recognised initially at fair value. Subsequent to initial recognition, derivatives are measured at fair value, and
changes therein are recognised in profit or loss as finance income or finance expenses. 

Cash and cash equivalents comprise cash balances and demand deposits. 

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are recognised initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition loans and receivables are measured at amortised cost using the effective
interest method, less any impairment losses. Loans and receivables comprise long-term notes and trade and
other receivables.
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3. Significant accounting policies, contd.:
c. Financial instruments, contd.:
(iii) Share capital

Repurchase of share capital (treasury shares)

Sale of own shares with put option

d. Property and equipment
(i) Recognition and measurement

When parts of an item of property and equipment have different useful lives, they are accounted for as separate
items of property and equipment.

Notes, contd.:

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. When treasury shares are sold
subsequently, the amount received is recognised as an increase in equity.

When the Company sells own shares to its personnel and at the same time grants them put options, i.e. the
right to sell the shares back to the Company in the future at the same price, the equity of the Company is not
increased. Equity will be increased by the selling amount if the put option will not be exercised. The nominal
value of share capital and share premium is increased in accordance with the sale price and reserves are
decreased in the same amount in the consolidated financial statements. Also, the amount is entered as a liability 
in the statement of financial position.

Items of property and equipment are measured at cost or revalued cost less accumulated depreciation and
accumulated impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the
asset. 

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

Consolidated Financial Statements of Nýherji hf. 2009 13 Amounts are in ISK thousand

_____________________________________________________________________________________________________________

(ii) Subsequent costs

(iii) Depreciation

50 - 75 years
4 years

5-7 years

Depreciation is calculated over the depreciable amount, which is the cost or revalued cost of an asset, less its
residual value. Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives
of each part of an item of property and equipment. The estimated useful lives periods are as follows:

items of property and equipment.

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate. The useful live of the building at Borgartún 37 was revised during the year and expected useful live
increased from 50 to 75 years. Because of this, expensed depreciation is ISK 12 million less then it would have
been with unchanged useful live.

Equipment, fixtures and fittings  ......................................................................................................

Buildings  ..........................................................................................................................................

Gains and losses on disposal of an item of property and equipment are determined by comparing the proceeds
from disposal with the carrying amount of property and equipment and are recognised net within “other
income” or “other operating expenses” in profit or loss. When revalued assets are sold the amounts in the
revaluation reserve is transferred to retained earnings.

The cost of replacing part of an item of property and equipment 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 Group and its cost
can be measured reliably. The carrying amount of the replaced part is derecognised. The costs of the day-to-day
servicing of property and equipment are recognised in profit or loss as incurred.

Computer hardware  .........................................................................................................................
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3. Significant accounting policies, contd.:
e. Intangible assets
(i) Goodwill

Goodwill arises on the acquisition of subsidiaries.

(ii) Subsequent measurement

(i) Other intangible assets

f. Inventories

g. Impairment 
Financial assets

Notes, contd.:

Goodwill is measured at cost less accumulated impairment losses. 

Goodwill represents the excess of the cost of the acquisition over the Group’s interest in the net fair value of
the identifiable assets, liabilities and contingent liabilities of the acquiree. When the excess is negative (negative
goodwill), it is recognised immediately as income in profit or loss.

Other intangible assets that have finite useful lives are measured at cost less accumulated amortisation and
accumulated impairment losses. Software is amortised over 2-10 years.

Amortisation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the
first-in first-out principle, and includes expenditure incurred in acquiring the inventories and other costs incurred
in bringing them to their existing location and condition. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated selling expenses.
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Financial assets

Non-financial assets

All impairment losses are recognised in profit or loss. 

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
profit or loss. 

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. 

An impairment loss in respect of a financial assets measured at amortised costs 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. An impairment loss in respect of an available-for-sale financial asset is calculated
by reference to its fair value. Individually significant financial assets are tested for impairment on an individual
basis. The remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics.

The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is estimated. For goodwill the recoverable amount is
estimated at each reporting date.

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.
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3. Significant accounting policies, contd.:
g. Impairment, contd.:

h. Employee benefits
(i) Defined contribution plans

(ii) Share-based payment transactions

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

A defined contribution plan is a post-employment benefit plan under which the Group pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an employee benefit expense in profit or
loss when they are due. 

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
estimated recoverable amount. A cash gererating unit is the smallest identifiable group af assets that generates
cash inflows that are largely independent of the cash inflows from other assets or group of assets. Impairment
losses recognised in respect of cash-generating units are allocated first to reduce the carrying amount of any
goodwill allocated to the units and then to reduce the carrying amount of the other assets in the unit (group of
units) on a pro rata basis. Impairment losses are recognised in profit or loss.

Notes, contd.:

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 that 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
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i. Provisions

(i) Warranties

(ii) Onerous contracts

j. Revenue
(i) Goods and services sold

A provision for onerous contract is recognised when the expected benefits to be derived by the Group from a
contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is
measured at the present value of the lower of the expected cost of terminating the contract and the expected
net cost of continuing with the contract. 

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

A provision for warranties is recognised when the underlying products or services are sold. The provision is
based on historical warranty data and a weighting of all possible outcomes against their associated probabilities.

options. The amount recognised as an expense is adjusted to reflect the actual number of share options that
vest.

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the
consideration received or receivable, net of returns and trade discounts. Revenue is recognised when the
significant risks and rewards of ownership have been transferred to the buyer, recovery of the consideration is
probable, the associated costs and possible return of goods can be estimated reliably and the amount of
revenue can be measured reliably.
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3. Significant accounting policies, contd.:
j. Revenue, contd.:
(i) Goods and services sold, contd.:

(ii) Operating lease income

k. Lease payments

(i) Operating leases 

l. Finance income and expenses

Foreign currency gains and losses are reported on a net basis.

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

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of
the lease. 

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

Operating lease income is recognised in profit or loss on a straight line bases over the term of the lease.

Revenue from services rendered is recognised in profit or loss in proportion to the stage of completion of the
transaction at the reporting date. The stage of completion is assessed by reference to surveys of work
performed.

Notes, contd.:
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m. Income tax

g y g p

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.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is not recognised for the following temporary differences: differences relating to
investments in subsidiaries. In addition, deferred tax is not recognised for taxable temporary differences arising
on the initial recognition of goodwill which is not tax deductible. 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, and they relate to income taxes levied by the
same tax authority on the same taxable entity, or on different tax entities, but they intend to settle current tax
liabilities and assets on a net basis or their tax assets and liabilities will be realised simultaneously. 

Income tax expense comprises current 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 or other comprehensive income, in
which case it is recognised there.
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3. Significant accounting policies, contd.:
n. Earnings per share

o. Segment reporting

p. New standards and interpretations not yet adopted

An operating segment is a distinguishable component of the Group that is engaged either in business activities
from which it may earn revenue and incur expenses, including revenues and expenses that relate to
transactions with any of the Group´s components. All operating segments´ operating results are reviewed
regularly by the Group´s Managing Director to make decisions about resources to be allocated to the segment
and its performance. 

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

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

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

The Group has applied all International Financial Reporting Standards, amendments to standards and
interpretations that the EU has adopted at year-end 2009 and are relevant to its operations The Group has not

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

Notes, contd.:

Consolidated Financial Statements of Nýherji hf. 2009 17 Amounts are in ISK thousand

_____________________________________________________________________________________________________________

4. Determination of fair values

(i) Property and equipment

(ii) Intangible assets

interpretations that the EU has adopted at year-end 2009 and are relevant to its operations. The Group has not
adopted standards, amendments to standards and interpretations that are not yet effective for the year ended
31 December 2009, but can be adopted earlier. The effect on the consolidated financial statements of the
Group has not been evaluated, but in the future direct cost related to business combination will be expensed as
incurred, in accordance with amended IFRS 3, Business Combinations.

The fair value of property and equipment recognised as a result of a business combination or revaluation is
based on market values. The market value of property is the estimated amount for which a property could be
exchanged on the date of valuation between a willing buyer and a willing seller in an arm’s length transaction.
The market value of items of equipment, fixtures and fittings is based on the market prices for similar items.

The fair value of intangible assets is based on the discounted cash flows expected to be derived from the use
of the assets.

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

(iv) Inventories

(v) Trade and other receivables

(vi) Non-derivative financial liabilities

(vii) Share-based payment transactions

5. Financial risk management
Overview

●

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.

The fair value of employee stock options is measured using the Black-Scholes formula. Measurement inputs
include share price on measurement date, exercise price of the instrument, expected volatility, weighted
average expected life of the instruments, expected dividends, and the risk-free interest rate, based on
government bonds. 

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

The fair value of financial assets at fair value through profit or loss and held-to-maturity investments is
determined by reference to their estimated present value of future cash flows.

Notes, contd.:

Fair value of financial liabilities, 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. 

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

Consolidated Financial Statements of Nýherji hf. 2009 18 Amounts are in ISK thousand

_____________________________________________________________________________________________________________

●
●
●
● operational risk.

Credit risk

Trade and other receivables

The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to
set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies
and systems are reviewed regularly to reflect changes in market conditions and the Group’s activities. The
Group, 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.

The Group’s exposure to credit risk is influenced mainly by the financial position and operations of each
customer. The industry and location in which customers operate, has less of an influence on credit risk.
Approximately 22% (2008: 21%) of the Group’s revenue is attributable to sales transactions with its five biggest
customers. 

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

credit risk
liquidity risk
market risk                    

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises principally from the Group’s receivables from customers.
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5. Financial risk management, contd.:

Guarantees 

Liquidity risk

The Group’s policy is to provide financial guarantees only to its subsidiaries. At 31 December 2009 guarantees
amounted to ISK 470 million  (2008: ISK 1,457 million).

Goods are sometimes sold subject to retention of title clauses, so that in the event of non-payment the Group
may have a secured claim. The Group does in most cases not require collateral in respect of trade and other
receivables.

The Group has established a credit policy under which each new customer is analysed individually for
creditworthiness before the Group’s standard payment terms and conditions are offered. The Group’s review
includes external ratings and purchase limits are established for each customer.

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

Most of the Group’s customers have been transacting with the Group for many years, and losses have been
immaterial in proportion to turnover. In monitoring customer credit risk, aging profile and financial position of the
individual customer is watched. Trade and other receivables relate mainly to the Group’s wholesale customers
and companies. Customers that are graded as high risk or have used their purchase limits either have to pay
down their debts or get permission from the finance department to conduct further business with the Group.

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due The

Notes, contd.:
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Market risk

Currency risk
The Group is exposed to currency risk on purchases and borrowings that are denominated in a currency other
than the respective functional currencies of Group entities, primarily the Icelandic krona (ISK) and Danish krona
(DKK). The currencies in which these transactions primarily are denominated are DKK and euro (EUR).

The Group’s investment in its Danish subsidiary is financed by a DKK-denominated secured bank loan.

Normally the Group does not hedge its estimated foreign currency exposure, but certain big transactions are
hedged with forward exchange contracts for short periods.

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group’s approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet its
liabilities when due and not risking damage to the Group’s reputation.

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Group’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 Group maintains lines of credit with three Icelandic commercial banks. The credit lines amount for up to
ISK 175 million (2008: ISK 1,645 million).

The Group´s borrowings denominated in foreign currencies, especially in DKK, euro and USD, proposes
currency risk which is not hedged. Interest rates on these borrowings are usually much lower than on
borrowings by the Parent Company denominated in Icelandic krona.
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5. Financial risk management, contd.:
Interest rate risk

Other market price risk

Operational risk

Capital management

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
Group’s, personnel, technology and infrastructure, and from external factors other than credit, market and
liquidity risks such as those arising from legal and regulatory requirements and generally accepted standards of
corporate behaviour. Operational risks arise from all of the Group’s operations.

The Group’s objective is to manage operational risk so as to balance the avoidance of financial losses and
damage to the Group’s reputation with overall cost effectiveness and to avoid control procedures that restrict
initiative and creativity.

To reduce opertional risk there are among other things requirements for appropriate segregation of duties,
requirements for the reconciliation and monitoring of transactions, compliance with regulatory and other legal
requirements, requirements for the periodic assessment of operational risks faced, training and professional
development and insurance where this is effective.

The Board’s policy is to maintain a strong capital base so as sustain future development of the business. The
Board of Directors have proposed to Annual General Meetings in recent years that around one-third of each
year profit is paid as dividend to shareholders  No dividend was paid in 2009

Notes, contd.:

The Group´s borrowings are all on a floating rate basis. 

Other market price risk is limited, as the Group´s investments in held-to-maturity bonds and shares at fair value
through profit and loss is immaterial part of the Group´s operations.
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year profit is paid as dividend to shareholders. No dividend was paid in 2009.

The Board’s target is that managers of the Group hold the Company’s ordinary shares. The Board has entered
into share option agreements with managers for that purpose. At year-end 2009 the managers of the Group
hold 3.4% (2008: 3.8%) of the shares.

There were no changes in the Group’s approach to capital management during the year.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirements.

The Board seeks to maintain a balance between the higher returns that might be possible with higher levels of
borrowings and the advantages and security afforded by a sound capital position. The Group aim at 15% return
on capital. The Group’s return on capital was negative by 35% considering total comprehensive income (2008:
negative by 30% ). 

From time to time the Group purchases its own shares on the market. Primarily the shares are intended to be
used for issuing shares under the Group’s share option programme, resale on market or used when acquiring
other companies.
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6. Segment reporting

●
●

Business segments Goods and Software, re-
related lated services,

2009 services consultancy Eliminations Consolidated

9.311.261 5.035.282 14.346.543 
507.557 406.639 914.196)(      0 

9.818.818 5.441.921 914.196)(      14.346.543 

9.613.182)(   5.709.764)(   914.196 14.408.750)( 

205.636 267.843)(      62.207)(        
187.321)(      85.192)(        272.513)(      
288.152)(      34.129)(        322.281)(      

56.571 
723.873)(      

36.949)(        
1.361.252)(   

8.100 
813.726 
146.471)(      

Finance income ..........................................................

Segment expenses ....................................................

Depreciation ...............................................................
Segment result (EBITDA) ...........................................

Impairment losses of goodwill ...................................

Software, related services and consultancy - software developing and other related services.

Loss for the year ........................................................

Notes, contd.:

Income tax .................................................................

Revaluation of buildings .............................................
Income tax on revaluation of buildings .......................

    diffrences for foreign operations ............................

Goods and related services - sales of goods to individuals and companies and related services.

Finance expenses .......................................................

Sales to external customers .......................................
Inter-segment revenue ...............................................
Total segment revenue ..............................................

The Group comprises the following two main business segments which sells good and service in different
markets:

Foreign currency translation
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685.897)(      

5.589.535 4.005.387 9.594.922 
5.589.535 4.005.387 0 9.594.922 

4.339.767 3.991.174 0 8.330.941 
4.339.767 3.991.174 0 8.330.941 

138.278 55.757 0 194.035 Capital expenditure ....................................................

Total liabilities .............................................................

Total comprehensive loss for the year .......................

Total assets ................................................................

Segment liabilities ......................................................

Segment assets .........................................................

g

Consolidated Financial Statements of Nýherji hf. 2009 21 Amounts are in ISK thousand



_____________________________________________________________________________________________________________

6. Segment reporting, contd.:
Business segments, contd: Goods and Software, re-

related lated services,
2009 services consultancy Eliminations Consolidated

9.531.087 5.404.780 14.935.867 
166.472 97.770 264.242)(      0 

9.697.559 5.502.550 264.242)(      14.935.867 

9.377.794)(   5.513.248)(   264.242 14.626.800)( 

319.766 10.699)(        309.067 
147.036)(      103.301)(      250.337)(      

62.914 
1.543.083)(   

220.427 
1.201.012)(   

429.527 
771.485)(      

5.366.846 4.763.161 0 10.130.007 
5.366.846 4.763.161 0 10.130.007 

4.297.197 3.868.844 0 8.166.041 
4.297.197 3.868.844 0 8.166.041 

Loss for the year ........................................................

Segment assets .........................................................

Segment result (EBITDA) ...........................................

Segment liabilities ......................................................

Total assets ................................................................

Finance income ..........................................................

Foreign currency translation

Finance expenses .......................................................

Segment expenses ....................................................

Notes, contd.:

Total liabilities .............................................................

Total segment revenue ..............................................
Inter-segment revenue ...............................................

Income tax .................................................................

Sales to external customers .......................................

    diffrences for foreign operations ............................

Depreciation ...............................................................

Total comprehensive loss for the year .......................
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158.990 122.900 0 281.890 

Geographical segments

2009 Other
Iceland countries Total

9.861.503 4.485.040 14.346.543
6.210.653 3.384.269 9.594.922

149.808 44.227 194.035

2008

11.418.702 3.517.165 14.935.867
6.394.470 3.735.537 10.130.007

265.202 16.688 281.890

Capital expenditure ....................................................

Capital expenditure ............................................................................

Sales to external customers ..............................................................
Segment assets .................................................................................
Capital expenditure ............................................................................

Sales to external customers ..............................................................
Segment assets .................................................................................
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7. Sales of goods and services and other income
Sales of goods and services are specified as follows: 2009 2008

5.840.693 6.584.116
8.491.668 8.328.495

14.332.361 14.912.611

Other income is specified as follows:
13.835 23.256

347 0
14.182 23.256

8. Salary and salary-related expenses
Salary and salary-related expenses are specified as follows:

5.225.713 5.123.248
470.314 461.092
388.147 355.502

3.729)(          12.600
6.080.445 5.952.442

641 719 
607 690 

9. Auditors´ fees
Auditors´ fees are specified as follows:

Other salary-related expenses ...................................................................................

Sales of services .......................................................................................................
Total sales of goods and services .............................................................................

Average number of employees .................................................................................

Rental income ...........................................................................................................

Notes, contd.:

Sales of goods ...........................................................................................................

Positions at the end of the year ................................................................................

Salaries ......................................................................................................................
Contributions to defined contribution plans ..............................................................

Other income total ....................................................................................................
Gain on sale of assets ...............................................................................................

Equity-settled share-based payment transactions .....................................................
Total salary and salary-related expenses ...................................................................
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15.083 18.229
0 5.033

15.411 4.720
30.494 27.982

8.303 9.715

10. Finance income and expense
Finance income are specified as follows:

41.487 24.312 
14.241 32.613 

843 3.059 
0 2.930 

56.571 62.914 

Finance expenses are specified as follows:

499.763)(      519.882)(      
224.110)(      1.023.201)(   
723.873)(      1.543.083)(   

667.302)(      1.480.169)(   

Thereof remuneration to others than KPMG in Iceland .............................................

Interest expense .......................................................................................................
Net currency loss ......................................................................................................

Total auditors´ fees ....................................................................................................

Interest income on held-to-maturity investments .....................................................
Interest income on bank deposits .............................................................................

Audit of the financial statements ..............................................................................

Net change in fair value of financial assets at fair value through profit and loss .......
Dividend income .......................................................................................................

Total finance income .................................................................................................

Review of interim financial statements .....................................................................

Total finance expenses .............................................................................................

Other services ...........................................................................................................

Net finance expense .................................................................................................
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11. Income tax

Income tax recognised in profit or loss are specified as follows:
2009 2008

Current tax
0 16.222 

Deferred tax
123.926)(      234.780)(      
168.648 0 

7.773)(          1.869)(          
36.949 236.649)(      

36.949 220.427)(      

Effective tax rate is specified as follows: 2009 2008

1.361.252)(   1.201.012)(   
36.949 220.428)(      

1.324.303)(   1.421.440)(   

The Group's effective income tax ratio during the year was negative by 2.8% (2008: positive by 15.5%)

In December 2009, the Icelandic Parliament agreed to increase the income tax ratio from 15% to 18% as of 1
January 2010 and the change is effective for 2011 tax assessment. Therefore, the deferred tax assets has
increased by ISK 8 million as at 31 December 2009. The effect is recognized as income in the Company's profit
or loss.

Loss excluding income tax .........................................

Impairment on deferred tax assets ...........................................................................
Changes in tax rate  ..................................................................................................

Total income tax recognised in profit or loss .............................................................

Loss for the year ........................................................

Current period ...........................................................................................................

Origination and reversal of temporary differences ....................................................

Notes, contd.:

Income tax .................................................................
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15.0% 198.645)(      15.0% 213.216)(      
0.6% 7.773)(          0.8% 1.869)(          
1.0% 12.853)(        0.7% 10.483)(        

(          3.7%) 48.342 0.0% 0 
(        14.7%) 195.223 0.0% 0 
(          1.3%) 12.655 (          0.4%) 5.141 
(          2.8%) 36.949 15.5% 220.427)(      

12. Property and equipment

Property and equipment and their depreciation is specified as follows:
Equipment,

Computer fixtures and

Buildings hardware fittings Total

Cost and revalued cost
976.354 558.873 361.683 1.896.910 

36.843 121.949 82.542 241.334 
0 194.084 87.806 281.890 
0 129)(             1.166)(          1.295)(          
0 47.960 0 47.960 

1.013.197 922.737 530.865 2.466.799 
168.552)(      0 0 168.552)(      
813.726 0 0 813.726 

0 95.771 52.795 148.566 
0 5.148)(          0 5.148)(          
0 3.428 0 3.428 

1.658.371 1.016.788 583.660 3.258.819 

Effect of tax rate in foreign jurisdiction ......................

Additions during the year ...........................................

Effect of movements in exchange rates ....................

Balance at 31.12.2008 ................................................

Effect of movements in exchange rates ....................

Effective tax ...............................................................

Revaluation .................................................................
Offsetted accumulated depreciation ..........................

Acquired in business combinations ............................

Balance at 31.12.2009 ................................................

Balance at 1.1.2008 ....................................................

Disposals ....................................................................
Other additions during the year ..................................

Changes in tax rate in Iceland ....................................
Income tax using Icelandic corporation tax rate .........

Disposals ....................................................................

Unrecognised deferred tax assets of subsidiaries ......
Impairment losses on goodwill ..................................

Other ..........................................................................
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12. Property and equipment, contd.:
Equipment,

Computer fixtures and

Buildings hardware fittings Total
Depreciation and impairment losses

146.076 383.589 212.453 742.118 
2.166 55.839 30.460 88.465 

20.310 189.741 35.017 245.068 
0 24)(               118)(             142)(             
0 5.322 0 5.322 

168.552 634.467 277.812 1.080.831 
168.552)(      0 0 168.552)(      

29.694 151.630 61.055 242.379 
0 2.477)(          0 2.477)(          
0 3.858 0 3.858 

29.694 787.478 338.867 1.156.039 

Carrying amounts
830.278 175.284 149.230 1.154.792 
844.645 288.270 253.053 1.385.968 

1.628.677 229.310 244.793 2.102.780 

25% 15 - 20%

Revaluation

Effect of movements in exchange rates ....................

Depreciation ...............................................................
Disposals ....................................................................

The Group´s buildings were revalued to fair value as at 1 April 2009. The book value of the buildings was
increased by ISK 814 million.

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

Balance at 1.1.2008 ....................................................

Depreciation ...............................................................

At 31.12.2008 and 1.1.2009  ......................................

1.3 - 2%

At 1.1.2008 .................................................................

Balance at 31.12.2009 ................................................

Offsetted accumulated depreciation ..........................

At 31.12.2009 .............................................................

Disposals ....................................................................

Notes, contd.:

Acquired in business combinations ............................

Balance at 31.12.2008 ................................................

Effect of movements in exchange rates ....................

Consolidated Financial Statements of Nýherji hf. 2009 25 Amounts are in ISK thousand

_____________________________________________________________________________________________________________

Leased assets

Insurance value and carrying amounts

1.380.800 
1.101.197 
1.628.677 

Mortgages and guarantees

y

Carrying amount of buildings, excluding revaluation, at year end 2009 amounted to ISK 823 million.

Official tax valuation of buildings and land ........................................................................................

Insurance value, official tax valuation and carrying amounts of buildings and land at year-end 2009 were as
follows:

Mortgages and guarantees for debt with a remaining balance of ISK 1,267 million were registered against the
Group´s assets at year end 2009 (2008: ISK 1,292 million).

Carrying value of buildings and land .................................................................................................

The Group has entered into finance lease agreements on equipment. Some leases provide the Group with the
option to purchase the equipment at a beneficial price at the end of the leasing period. The leased equipment
secures lease obligations (see note 21). At 31 December 2009 the net carrying amount of leased equipment
was ISK 0 million and ISK 28 million at 31 December 2008.

Fair value of buildings is their market value, based on probable selling price, as estimated by independent
valuers.

Insurance value of buildings .............................................................................................................
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13. Intangible assets
Intangible assets, amortisation and impairment losses are specified as follows:

Other
intangible

Goodwill assets Total
Cost

1.289.886 61.977 1.351.863 
1.860.524 202.479 2.063.003 

852.448 0 852.448 
4.002.858 264.456 4.267.314 

0 45.469 45.469 
108.888 5.644 114.532 

4.111.746 315.569 4.427.315 

111.390 0 111.390 
0 5.269 5.269 

111.390 5.269 116.659 
0 30.134 30.134 

322.281 0 322.281 
433.671 35.403 469.074 

1.178.496 61.977 1.240.473 
3.891.468 259.187 4.150.655 
3.678.075 280.166 3.958.241 

Balance at 31.12.2009 .......................................................................
Impairment losses .............................................................................

Balance at 31.12.2009 .......................................................................

At 1.1.2008  .......................................................................................

Amortisation and impairment losses

Amortisation ......................................................................................

Carrying amounts

At 31.12.2008 and 1.1.2009 ..............................................................

Additions during the year ...................................................................
Effect of movements in exchange rates  ...........................................

Effect of movements in exchange rates  ...........................................

Notes, contd.:

At 31.12.2009 ....................................................................................

Amortisation ......................................................................................
Balance at 1.1.2008 ...........................................................................

Balance at 31.12.2008 .......................................................................

Balance at 31.12.2008  ......................................................................

Balance at 1.1.2008 ...........................................................................
Acquired in business combinations  ..................................................
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10 - 50%

Depreciation and amortisation are specified as follows: 2009 2008
242.379 245.068 

30.134 5.269 
272.513 250.337 

Impairment testing

The above estimates are particularly sensitive in the following areas:
●

● A 10 percent decrease in future planned EBITDA would have increased the impairment loss by ISK 185 million.

At end of June 2009 part of the goodwill was tested for impairment as there were indications of impairment
losses. Operating budgets of two subsidaries were adapted to new business environment, which resulted in
ISK 180 million impairment losses on their goodwill. Total impairment loss of goodwill related to subsidiaries
amounted to ISK 322 million and was expensed in profit and loss.

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

Cash flows were projected based on next year business plans and future growth for the next four year. The
cash flows are based on 1.5 - 2.5% future growth rate. The anticipated annual revenue growth rate was 1% to
10% for the years 2010 to 2014. A discount rate of 8.6% to 12.4% was applied.

Depreciation of property and equipment ..................................................................
Amortisation of intangible assets ..............................................................................
Depreciation and amortisation in profit or loss ..........................................................

An increase of 1 percentage point in the discount rate used would have increased the impairment loss by ISK
333 million.

At year-end 2009 the goodwill was tested for impairment. The impairment test is based on discounted future
cash flows. The pre-tax discount rate applied was based on the weighted average cost of capital, i.e. the cost of
debt and equity. If fair value of goodwill (discounted cash flows) is lower than carrying amount the difference is
expensed. Based on the impairment test results at year-end 2009 part of the goodwill of two subsidiaries
suffered impairment losses amounting to ISK 142 million.
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13. Intangible assets, contd.:
The aggregate carrying amounts of goodwill are as follows: 2009 2008

1.138.189 1.409.610 
2.539.886 2.481.858 
3.678.075 3.891.468 

14. Inventories
Inventories are specified as follows:

573.656 600.944 
6.284 4.549 

579.940 605.493 
50.706 41.181 

630.646 646.674 

57.527 47.906 

15. Trade and other receivables
Trade and other receivables are specified as follows:

2.360.040 2.936.696 
166.396)(      111.242)(      

7.559 13.997 
204.324 359.218 

Work in process consist of service projects accrued at year-end.

Spare parts ................................................................................................................

Notes, contd.:

Goods and related services .......................................................................................

Current maturities of long-term notes .......................................................................

Inventories in shops and warehouse .........................................................................

Inventories carried at fair value less cost to sell ........................................................

Total inventories ........................................................................................................

Trade receivables ......................................................................................................

Work in process ........................................................................................................

Other receivables ......................................................................................................

Total goodwill ............................................................................................................
Software, related services and consultancy ..............................................................

Allowance for impairments .......................................................................................
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0 3 359 8
2.405.527 3.198.669 

16. Cash and cash equivalents
Cash and cash equivalents are specified as follows:

381.286 466.545 
3.909 1.145 

385.195 467.690 

17. Equity
(i) Share capital

(ii) Share premium

Total trade and other receivables ..............................................................................

Demand deposits ......................................................................................................

Other receivables ......................................................................................................

Trade receivables and inventories amounting to ISK 1,375 million are pledged for loans to the Group.

The Company's share capital according to its Articles of Association is ISK 280 million. Each share has nominal
value of one ISK. One vote is attached to each share in the Parent Company. The Company bought treasury
shares with nominal value of ISK 0.8 million at the rate of 19.0. The Company holds treasury shares with
nominal value of ISK 5.1 million which are deducted from equity. 

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

Cash ..........................................................................................................................
Cash and cash equivalents ........................................................................................

The Group´s exposure to credit and currency risks and impairment losses related to trade and other receivables
are disclosed in note 23.
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17. Equity, contd.:
(iii) Reserves

Reserves are specified as follows:
Reserve
for own  

shares sold Share
with put option Translation Revaluation
options reserve reserve reserve Total

9.790)(          19.473 19.678 0 29.361 
0 12.600 422.369 0 434.969 

9 790)(          32 073 442 047 0 464 330 

Notes, contd.:

When the Company grants its management put option on its own shares the liability is transferred to reserve for
own shares sold with put option. The amount will be transferred from the reserve when the put option is used
or is forfeited.

The translation reserve comprises all foreign currency differences arising from the translation of the financial
statements of foreign operations into Icelandic krónur and loans used to finance shares in foreign subsidiaries.

Changes during the year .....................
Balance at 31 12 2008 

Share option reserve includes the accrued part of the fair value of share options that have been expensed in
profit or loss during the vesting period. The reserve is reversed if share options are exercised or forfeited and
loans used to finance shares in foreign subsidiaries.

Balance at 1.1.2008 ............................

Revaluation reserve is related to revaluation of the Group's buildings and represents the part of the revalue that
has not been depreciated, net of income tax. The revaluation reserve will be transferred to retained earnings at
the same time as it is depreciated and expensed in profit or loss.
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9.790)(          32.073 442.047 0 464.330 
9.790 3.729)(          8.100 660.582 674.743 

0 28.344 450.147 660.582 1.139.073 

Dividend
Dividend to shareholders of the Parent Company are specified as follows: 2009 2008

0 135.381 

18. Earnings per share

1.356.506)(   1.201.249)(   

275.706 225.635 
500)(             30.800 

275.206 256.435 

4,93)(            4,68)(            

Weighted average number of ordinary shares ..........................................................
Effect of purchased and sold shares .........................................................................

Loss attributable to the shareholders of the Parent Company ..................................

Loss per share ...........................................................................................................

Balance at 31.12.2008 ........................
Changes during the year .....................
Balance at 31.12.2009 ........................

Basic earnings per share is based on the profit attributable to shareholders of the Parent Company and weighted 
average number of shares outstanding during the year. Diluted earnings per share is based on the profit
attributable to shareholders of the Parent Company and weighted average number of shares outstanding during
the year after adjustment for the effects of the dilutive potential shares of share options of the Company´s
personnel.  The Company has not entered into convertible loan agreements.

Dividend paid 0.00 / 0.60 ISK per share ....................................................................

Shares at the beginning of the year ..........................................................................
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18. Earnings per share
1.356.506)(   1.201.249)(   

275.206 256.435 
404 761 

275.610 257.196 

4,92)(            4,67)(            

19. Loans and borrowings

Non-current loans and borrowings are specified as follows: 2009 2008

1.267.224 1.005.531 
0 27.114 

2.674.906 2.524.430 
3.942.130 3.557.075 

254.183)(      0 
2.164.944)(   887.969)(      
1 523 003 2 669 106 

Loss attributable to the shareholders of the Parent Company ..................................

The average market value of the Company´s share for purposes of calculating the dilutive effect of share options
was based on quoted market prices for the year.

Effect of share options ..............................................................................................

Notes, contd.:

Weighted average number of ordinary shares (diluted) ............................................

Diluted loss per share ...............................................................................................

Secured bank loans ...................................................................................................

Current maturities of non-current liabilities ...............................................................

Weighted average number of ordinary shares ..........................................................

Finance lease liabilities ..............................................................................................

Overdue maturities ...................................................................................................

Total non-current loans and borrowings 

This note provides information about the contractual terms of the Group´s interest-bearing loans and
borrowings, which are measured at amortised cost. For more information about the Group´s exposure to
interest rate, foreign currency and liquidity risk, see note 23.

Other bank loans .......................................................................................................
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1.523.003 2.669.106 

Current loans and borrowings are specified as follows:

254.183 0 
2.164.944 887.969 
1.594.974 1.454.758 
4.014.101 2.342.727 

5.537.104 5.011.833 

Loans and borrowings are specified as follows:

Average Carrying Average Carrying

interest rate amount interest rate amount

7.9% 1.974.698 13.4% 1.903.205 
5.5% 1.464.305 5.3% 1.205.212 
2.6% 1.004.070 5.1% 947.050 
3.7% 378.767 5.8% 329.005 
1.8% 184.159 5.3% 191.445 
1.7% 183.652 2.7% 178.857 
2.4% 347.453 6.6% 257.059 

5.537.104 5.011.833 

Loans in DKK ..............................................................

Total current loans and borrowings ...........................................................................

Current maturities of non-current liabilities ...............................................................

2009

Overdue maturities ...................................................................................................

Loans in EUR ..............................................................

Loans in other currencies  ..........................................

Bank overdrafts .........................................................................................................

Loans in ISK  ..............................................................

Total loans and borrowings .......................................................................................

Loans in CHF ..............................................................
Loans in USD .............................................................
Loans in SEK  .............................................................

Total non-current loans and borrowings ....................................................................

2008
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19. Loans and borrowings, contd:
Non-current loans and borrowings are payable as follows: 2009 2008

254.183 0 
- 887.969 

2.164.944 1.246.047 
461.022 368.688 
226.258 181.494 
114.048 124.074 
114.048 - 
607.627 748.803 

3.942.130 3.557.075 

Finance lease liabilities
Finance lease liabilities are payable as follows:

Minimum Minimum
20082009

Notes, contd.:

The Board of Directors and the management are working on financial restructuring of the Group and expect a
share capital increase soon, which will be used to settle loans and borrowings, and the maturity of the loans and
borrowings will be extended, whereby the current ratio will be improved.

Overdue maturities ...................................................................................................
Year 2009 ..................................................................................................................
Year 2010 ..................................................................................................................
Year 2011 ..................................................................................................................

During the year 2008, the exchange rate of the Icelandic krona decreased substantially. The Company's liabilities
in foreign currencies therefore increased considerably. One of the consequences thereof was that the Company
did no longer meet with the condition of loan agreements with credit institutions regarding equity or EBITDA
ratio. One of the Group's subsidiaries has a loan which is overdue at the year end. The Company's refinancing is
under renegotiation between the Board of Directors and the management, and its commercial banks.

Year 2012  .................................................................................................................
Year 2013  .................................................................................................................
Year 2014  .................................................................................................................
Subsequent ...............................................................................................................
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Minimum Minimum
lease Present lease Present

payments Interest value payments Interest value

Less than one year ...... 0 0 0 9.134 1.826 7.308 
Between one and 
  five years ................... 0 0 0 44.034 8.807 35.227 

0 0 0 53.168 10.633 42.535 

20. Deferred tax assets and liabilities
Deferred tax assets and liabilities is specified as follows: 2009 2008

242.323 70.104)(        
36.949)(        220.428 

0 16.222 
146.471)(      837 

0 137.804 
32.051 62.864)(        
90.954 242.323 

94.172 242.323 
3.218)(          0 

90.954 242.323 

Acquisition through business combinations  .............................................................
Effect of movements in exchange rates and other changes .....................................

Income tax recognised in other comprehensive income ..........................................
Income tax payable next year ....................................................................................
Income tax recognised in profit or loss .....................................................................

Deferred tax assets at 31.12. ....................................................................................

Deferred tax assets (liabilities) at 1.1. .......................................................................

Deferred tax assets at 31.12. ....................................................................................
Deferred tax liabilities at 31.12. .................................................................................
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20. Deferred tax assets and liabilities, contd:
The deferred tax assets and liabilities is attributable to the following items:

2009
Assets Liabilities Net

6.019 129.806)(      123.787)(      
0 21.407)(        21.407)(        

51.032 3.885)(          47.147 
13.548 0 13.548 

175.453 0 175.453 
246.052 155.098)(      90.954 
151.880)(      151.880 0 

94.172 3.218)(          90.954 

2008

1.462 35.264)(        33.802)(        
0 19.487)(        19.487)(        
0 6.237)(          6.237)(          

6.583 0 6.583 
14.466 6.408)(          8.058 

287.208 0 287.208 
309.719 67.396)(        242.323 

67.396)(        67.396 0 
242 323 0 242 323 

Deferred tax assets (liabilities) ...........................................................
Set-off tax ..........................................................................................
Deferred tax assets (liabilities) 

Trade and other receivables ...............................................................
Tax loss carry-forwards  .....................................................................

Deferred taxable exchange rate .........................................................

Investment in other companies .........................................................
Inventories .........................................................................................

Intangible assets ................................................................................
Trade and other receivables ...............................................................

Notes, contd.:

Property and equipment ....................................................................

Tax loss carry-forwards  .....................................................................
Deferred tax assets (liabilities) ...........................................................
Set-off tax ..........................................................................................
Deferred tax assets (liabilities) ...........................................................

Property and equipment ....................................................................
Intangible assets ................................................................................
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242.323 0 242.323 

21. Share-based payments

Number of shares and average exercise price is specified as follows:

Weighted Weighted
average average
exercise Number of exercise Number of

price shares price shares
2009 2009 2008 2008

14,00 2.100 14,00 4.200 
14,00 2.100)(          

14,00 2.100 14,00 2.100 

Outstanding at 1.1. .....................................................

Outstanding at 31.12. .................................................

Deferred tax assets (liabilities) ...........................................................

Exercised during the year ...........................................

Deferred tax assets of subsidiaries' tax loss carry-forwards amounting to ISK 195 million have not been
capitalised as it is improbable that future taxable profit will be available against which the Group can utilise the
benefits there from.

The Group has established share option program for key management personnel that enables them to purchase
7 million shares in the Company at the exercise price of 14 during the years from 2007 to 2010. The option price
value, calculated in accordance with the Black-Scholes model, will be expensed as salary-related expenses
during the vesting period, with a corresponding increase in equity. 
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21. Share-based payments, contd.:
Key

management

26.720

14,00 
14,00 

26.83%
2,9

1.07%
11.42%

22. Trade and other payables
Trade and other payables are specified as follows: 2009 2008

1.309.095 1.491.851 
1.481.524 1.646.135 
2.790.619 3.137.986 

23.
Credit risk
Exposure to credit risk

Reversed share option expenses for the year amounted to ISK 4 million (2008:  expensed ISK 13 million).

Financial instruments

Total trade and other payables ..................................................................................

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

Trade payables ..........................................................................................................

Option life (expected weighted average life) ....................................................................................

Exercise price ...................................................................................................................................
Expected volatility (weighted average volatility) ...............................................................................

Risk-free rates (based on government bonds) ..................................................................................
Expected dividends ..........................................................................................................................

Fair value at grant date .....................................................................................................................

Share price ........................................................................................................................................

Other payables ..........................................................................................................

Notes, contd.:
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Notes

18.361 38.028 
15 2.405.527 3.198.669 
16 385.195 467.690 

2.809.083 3.704.387 

1.534.572 2.037.425 
659.072 788.029 

2.193.644 2.825.454 

2009 2008 2009 2008

1.794.271 2.455.606 0 0 
155.917 273.422 7.929 15.492 
185.226 137.674 23.779 33.712 
224.626 69.994 134.688 62.038 

2.360.040 2.936.696 166.396 111.242 

Cash and cash equivalents .................................................................

Held-to-maturity investments ............................................................
Loans and receivables .......................................................................

credit risk at the reporting date was: 
Carrying amount

Other countries .........................................................................................................

Gross

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

Iceland .......................................................................................................................

Not past due ...............................................................

The aging of trade receivables at the reporting date was:
Impairment losses

Past due 0 - 30 days ...................................................
Past due 31 - 120 days ...............................................
Past due more than 120 days .....................................

The Group´s five most significant customers account for ISK 282 million of the trade receivables at year-end
(2008: ISK 314 million). 

Impairment
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23.

111.242 29.029 
55.154 82.213 

166.396 111.242 

2009 Carrying Contractual Less than 1 - 2 2 - 5 More than
amount cash flows 1 year years years 5 years

Non-derivative
  financial liabilities:
Loans and borrowings  3.942.130 4.394.098 2.575.066 501.364 595.923 721.745 
Bank overdrafts ........... 1.594.974 1.594.974 1.594.974 
Trade and other
  payables .................... 2.790.619 2.790.619 2.790.619 

8.327.723 8.779.691 6.960.659 501.364 595.923 721.745 

Non-derivative
  financial liabilities:
Loans and borrowings  3.529.961 3.760.412 855.692 1.850.397 372.013 682.310 
Finance lease liabilities 27.114 27.114 27.114 
Bank overdrafts 1 454 758 1 454 758 1 454 758 

Notes, contd.:

Financial instruments, contd.:

Balance at 31.12. .......................................................................................................
Impairment losses recognised ..................................................................................
Balance at 1.1. ...........................................................................................................

The movement in the allowance for impairment in respect of trade receivables during the year was as follows:

Liquidity risk

2008

The following are the contractual maturities of financial liabilities, including estimated interest payments:
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Bank overdrafts ........... 1.454.758 1.454.758 1.454.758 
Trade and other
  payables .................... 3.154.208 3.154.208 3.154.208 

8.166.041 8.396.492 5.491.772 1.850.397 372.013 682.310 

Currency risk

EUR DKK SEK USD JPY GBP

Trade receivables ........ 128.396 76.478 9.901 23.389 0 743 
Loans and borrowings  1.004.070)(   556.395)(      378.767)(      184.159)(      100.656)(      82.759)(        
Trade payables ............ 308.263)(      185.994)(      851)(             45.928)(        0 4.555)(          
Gross balance sheet
   exposure ................... 1.183.937)(   665.911)(      369.717)(      206.698)(      100.656)(      86.571)(        

Trade receivables ........ 78.644 160.796 0 8.788 0 0 
Loans and borrowings  947.050)(      471.999)(      329.005)(      191.445)(      109.751)(      21.000)(        
Trade payables ............ 214.054)(      161.777)(      0 25.065)(        0 0 
Gross balance sheet
   exposure ................... 1.082.460)(   472.980)(      329.005)(      207.722)(      109.751)(      21.000)(        

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

2009

2008
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23.

2009 2008 2009 2008

173.150 127.099 180.380 169.970
23.162 17.172 24.252 22.836
16.352 13.234 17.566 15.603

123.888 88.284 125.200 121.160
1.328 0.866 1.356 1.344

193.284 160.378 202.940 177.240

118.394 108.246 
66.591 47.298 
36.972 32.901 
20.670 20.772 
10.066 10.975 

8.657 2.100 

EUR ................................................................................................................................

GBP ................................................................................................................................

A 10% strengthening of the Icelandic króna against the following currencies at 31 December would have
increased result before income tax 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 the year 2008.  

Sensitivity analysis

Notes, contd.:

Financial instruments, contd.:
The following significant exchange rates applied during the year:

Average rate Reporting date spot rate

A 10% weakening of the Icelandic króna 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

EUR  ...................................................................................
DKK ....................................................................................
SEK ....................................................................................
USD ...................................................................................
JPY .....................................................................................
GBP ....................................................................................

DKK ................................................................................................................................
SEK .................................................................................................................................
USD ................................................................................................................................
JPY .................................................................................................................................
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2009 2008

5.537.104 5.011.833 

Carrying amount

Financial liabilities ...........................................................................................................

At the reporting date the interest rate profile of the Group´s interest bearing financial instruments was:
Interest rate risk

Variable rate instruments

effect on the above currencies to the amounts shown above, on the basis that all other variables remain constant.

A change of 100 basis points in interest rates at the reporting date would have increased (decreased) result
before income tax by ISK 55 million (2008: ISK 50 million). This analysis assumes that all other variables, in
particular foreign currency rates, remain constant. The analysis is performed on the same basis for the year 2008.
The Group does not account for any fixed rate financial assets and liabilities.
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23.

Carrying Carrying
amount Fair value amount Fair value

18.361 18.361 38.028 38.028 
2.405.527 2.405.527 3.198.669 3.198.669 

385.195 385.195 467.690 467.690 
3.942.130)(  3.871.618)(  3.529.961)(  3.484.653)(  

0 0 27.114)(       26.562)(       
1.594.974)(  1.594.974)(  1.454.758)(  1.454.758)(  
2.790.619)(  2.790.619)(  3.154.208)(  3.154.208)(  
5.518.640)(  5.448.128)(  4.461.654)(  4.415.794)(  

Fair value
Fair values versus carrying amounts

No assets and liabilities are carried at fair value at year-end 2009.

Notes, contd.:

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

Financial instruments, contd.:

2009 2008

Finance lease liabilities ......................................................

Held-to-maturity investments ............................................
Loans and receivables ........................................................

Interest rates used for determining fair values

Trade and other payables ...................................................

Cash and cash equivalents .................................................

Bank overdraft ....................................................................

Loans and borrowings ........................................................

The interest rate used to discount estimated cash flows, where applicable, are based on three-month interest
rates on interbank market at the reporting date plus an 4 0% (2008: 2 9%) credit spread

The basis for determining fair values is disclosed in note 4.
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24.
Leases as lessee
Non-cancellable operating lease rentals are payable as follows: 2009 2008

367.603 354.593 
884.654 1.087.065 

2.682.540 1.867.080 
3.934.797 3.308.738 

Leases as lessor
Non-cancellable operating lease rentals are payable as follows:

73.069 42.636 
156.187 81.719 
229.256 124.355 

Lease payments during the year 2009 amounted to ISK 344 million.

Lease payments during the year 2009 amounted to ISK 84 million.

Operating leases

Total ...............................................................................................................................
Between one and five years ...........................................................................................
Less than one year .........................................................................................................

Total ...............................................................................................................................

rates on interbank market at the reporting date plus an 4.0% (2008: 2.9%) credit spread.

The Group leases real estates and equipment under operating leases. Non-cancellable operating lease rentals,
which are not included in the statement of financial position, amounts to ISK 3,935 million in the next 18 years. 

After 5 years  ..................................................................................................................

Less than one year .........................................................................................................
Between one and five years ...........................................................................................
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25.

Salaries Share held
and benefits at year-end

2.550 18.566 
850 400 
850 534 

0 5.760 
693 213 

25.083 9.159 

26.

2009 2008

Notes, contd.:

Other transactions with related parties are minor factor in the Group's business. Prices in such transactions are
similar to other transactions of the Group.

Subsidiaries at year end numbered 18 and they are: 
Ownership interestCountry of incorporation

Salaries and benefits of management paid for their work for Group companies, share option agreements and
shares in the Company are specified as follows: 

Group entities

Other managers, i.e. managers of main divisions and subsidiaries, a total of 8 managers, received salaries and
salary related payments amounting to ISK 124 million. Their share option amounts to 1,200 thousand shares.
These managers' share amounted to 221 thousand shares at year end.

Guðmundur J. Jónsson, Board Member ........................................................................
Jafet S. Ólafsson, alternative Board Member ................................................................

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

Örn D. Jónsson, former alternative Board Member .......................................................
Þórður Sverrisson, Managing Director ...........................................................................

Benedikt Jóhannesson, Chairman of the Board .............................................................
Árni Vilhjálmsson, Vice-Chairman of the Board ..............................................................

Related parties
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98% 98%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%

79% 79%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%

Applicon Solutions Ltd. ...................................................... U.K.
Applicon AB ....................................................................... Sweden

Nýherji A/S ......................................................................... Denmark

Applicon ehf. ...................................................................... Iceland
Applicon A/S ...................................................................... Denmark
Applicon Solutions A/S ....................................................... Denmark

Klak ehf. ............................................................................. Iceland

TM Software Origo ehf. .....................................................

Applicon Holding ehf. ......................................................... Iceland

Dansupport A/S .................................................................. Denmark

Vigor ehf. ...........................................................................

Iceland
ParX ehf. ............................................................................ Iceland

TMS ehf. ............................................................................ Iceland

Simdex ehf. ........................................................................ Iceland

eMR ehf. ............................................................................ Iceland

Viðja ehf. ............................................................................ Iceland

Skyggnir ehf. ...................................................................... Iceland

Iceland

Iceland

Sense ehf. ..........................................................................
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27.

2009 2008
Income Statement:

7,7 6,7
53 57

42.4% 39.9%
13.8% 12.4%

(          9.5%) (          8.1%)

31.12.2009 31.12.2008
Balance Sheet:

0.50 0.78
13.2% 19.4%

2.749.560 5.514.120
(       50.0%) (       13.8%)

10.00 20.00

Notes, contd.:

Salary and salary related expenses / Sales of goods and services .................................

Inventory turnover - Cost of goods sold / Inventory at period end .................................

Financial ratios for the consolidated financial statements:

Receivables turnover - Receivables at period end / Sales of goods and services ..........

Price per share ...............................................................................................................

Market value of the Company ........................................................................................

Other operating expenses / Sales of goods and services ..............................................

Current ratio ...................................................................................................................

Changes in price per share .............................................................................................

Loss for the year / Sales of goods and services .............................................................

Equity ratio .....................................................................................................................

Financial ratios
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Quarterly Statements
Summary of the Group´s results by quarters:

Q1 Q2 Q3 Q4 Total
2009

Sales of goods and services .............. 3.558.212 3.479.234 3.301.404 3.993.511 14.332.361 
Cost of goods sold and cost of
   sold services ................................... 1.516.692)(     1.457.235)(     1.369.377)(     2.012.073)(     6.355.377)(     

Gross profit ...................................... 2.041.520 2.021.999 1.932.027 1.981.438 7.976.984 

Other income ................................... 1.712 6.216 3.241 3.013 14.182 
Salary and salary-related expenses .. 1.562.913)(     1.601.522)(     1.356.518)(     1.559.492)(     6.080.445)(     
Other operating expenses ................ 488.146)(        535.596)(        471.376)(        477.810)(        1.972.928)(     
Depreciation ..................................... 42.868)(          53.371)(          55.294)(          120.980)(        272.513)(        
Impairment losses on goodwill ........ 0 179.827)(        0 142.454)(        322.281)(        
Operating (loss) profit ................... 50.695)(          342.101)(        52.080 316.285)(        657.001)(        

Finance income ................................ 30.592 11.390)(          5.004 32.365 56.571 
Finance expenses ............................ 106.411)(        245.349)(        176.365)(        195.748)(        723.873)(        
Net finance expense ...................... 75.819)(          256.739)(        171.361)(        163.383)(        667.302)(        

Loss before income tax ................... 126.514)(        598.840)(        119.281)(        479.668)(        1.324.303)(     
Income tax  ...................................... 16.416 84.431)(          1.700)(            32.766 36.949)(          
Loss for the period .......................... 110.098)(        683.271)(        120.981)(        446.902)(        1.361.252)(     

Other comprehensive income:

Unaudited financial information
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Other comprehensive income:
  Foreign currency translation
    diffr. for foreign operations .......... 48.788)(          79.467 14.068 36.647)(          8.100 
  Revaluation of buildings ................. 0 813.726 0 0 813.726 
  Income tax on 
    revaluation of buildings ................ 0 122.059)(        0 24.412)(          146.471)(        
  Other comprehensive income .... 48.788)(          771.134 14.068 61.059)(          675.355 

Total comprehensive

  (loss) income ................................ 158.886)(        87.863 106.913)(        507.961)(        685.897)(        

EBITDA ............................................. 7.827)(            108.903)(        107.374 52.851)(          62.207)(          
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Quarterly Statements, contd.:
Q1 Q2 Q3 Q4 Total

2008

Sales of goods and services ............. 3.426.504 3.828.400 3.663.945 3.993.762 14.912.611 
Cost of goods sold and cost of
   sold services ................................. 1.570.268)(     1.657.180)(     1.813.029)(     1.779.720)(     6.820.197)(     

Gross profit ..................................... 1.856.236 2.171.220 1.850.916 2.214.042 8.092.414 

Other income ................................... 0 9.738 5.236 8.282 23.256 
Salary and salary-related expenses .. 1.368.632)(     1.550.423)(     1.425.538)(     1.607.849)(     5.952.442)(     
Other operating expenses ................ 342.313)(        507.455)(        305.658)(        698.735)(        1.854.161)(     
Depreciation ..................................... 45.240)(          59.491)(          55.304)(          90.302)(          250.337)(        
Operating profit (loss) ................... 100.051 63.589 69.652 174.562)(        58.730 

Finance income ................................ 11.849 9.800 13.625 27.640 62.914 
Finance expenses ............................ 525.698)(        164.831)(        403.039)(        449.515)(        1.543.083)(     
Net finance expense ...................... 513.849)(        155.031)(        389.414)(        421.875)(        1.480.169)(     

Loss before income tax ................. 413.798)(        91.442)(          319.762)(        596.437)(        1.421.439)(     
Income tax  ...................................... 72.401 519 57.930 89.577 220.427 
Loss for the period ......................... 341.397)(        90.923)(          261.832)(        506.860)(        1.201.012)(     

Other comprehensive income:
  Foreign currency translation
    diffr  for foreign operations 132 549 2 011 61 004 233 963 429 527 

Unaudited financial information, contd.:
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    diffr. for foreign operations .......... 132.549 2.011 61.004 233.963 429.527 

Total comprehensive loss ............. 208.848)(        88.912)(          200.828)(        272.897)(        771.485)(        

EBITDA ............................................. 145.291 123.080 124.956 84.260)(          309.067 
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