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Icelandic companies, particularly those operating in the domestic market, faced a 
challenging economic and competitive environment in 2010. The economic outlook 
for the year was uncertain and the reorganisation and refinancing of businesses facing 
financial difficulties has been delayed extensively, which has had a substantial impact 
on companies competing in the domestic market. The changes that occurred after the 
collapse of the Icelandic banking sector in 2008 threw Nýherji’s operational strategy in 
disarray and since then the Company’s efforts have been focused on adjusting to the 
changed landscape. For instance, Icelandic banks made the decision to write off tens of 
billions in loans to Nýherji’s competitors. Needless to say, this had a significant impact 
on the competitive environment in Iceland.

Faced with these circumstances, Nýherji’s management has placed primary emphasis 
on restructuring the Company’s finances through an increase in share capital, selling 
assets and adjusting the Group’s long-term debt structure. At the same time, efforts 
have been made to streamline operations and increase market share with the goal of 
improving the results of all the Group’s divisions and subsidiaries.

At the end of the third quarter, the Company entered into a framework agreement 
with its lenders on a 7-15 year extension of its defa lted long-term loans. The 
Company also agreed to sell one of its real estate properties, which will be leased 
back to the Company under a 15-year lease. In addition, agreements were concluded 
with investors on the iss e of new shares with a market value of ISK 840 million, with 

Company’s financial position has returned back to a level necessary for its current 
operations, allowing for improved performance.

From the Chairman of the Board and the CEO

Thórður Sverrisson CEO and Benedikt Jóhannesson Chairman of the Board.

the purchase price paid in full at the end of December. Thanks to these measures 
the 

u
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FROM THE CHAIRMAN OF THE BOARD AND THE CEO

Revised strategy leads to improved results 

The measures taken in 2009 and early 2010 resulted in a turnaround in the Company’s domestic 
operations. The Company relocated its operations from Urdarhvarf 6 back to its previous 
headquarters at Borgartún 37. Significant staff cuts meant that less office space was required. In 
addition, the Company was able to end its lease at Skógarhlíd 12. This downsizing was achieved 
by fully utilising the available space at Borgartún 37. Domestically, the number of full-time 
positions at the Group was reduced by 50, from 440 at the beginning of the year to 390 at year-
end. Overall, the number of full-time positions in Iceland is down by 170 from 2008.

Despite these changes, the Company’s domestic product sales increased by ISK 333 million from 
the previous year, or approximately 6%. However, a significant reduction in software consultants 
resulted in a revenue loss of ISK 550 million in that field. Nevertheless, the performance of the 
software division has picked up significantly, with most units returning a profit thanks to a better 
utilisation of software consultants.

Following the collapse of the Icelandic króna at the end of 2008, the Group’s domestic companies 
have focused on marketing their software services abroad. This has enabled them to generate 
substantial revenues, with consultants engaged in software development in the UK, Germany, 
Denmark, Sweden, Norway and elsewhere.

In addition, sales of software solutions developed in Iceland have been robust, generating healthy 
income levels. Similarly, sales of various software solutions developed by the Group’s foreign 
subsidiaries generated healthy revenues, despite significant cuts in R&D funding over the past 
year.

Measures taken by lenders and their impact on the competitive environment

Nýherji has been forced to abide by the rules of procedure employed by its lenders in 
renegotiating the Company’s debt structure. The Company’s management is of the opinion that 
the restructuring of the Company’s balance sheet could have been completed at the beginning of 
2009, but instead it dragged on for almost 12 more months.

Without going into details, the Company was surprised by the way this process was handled 
by the lenders. Initially the plan seemed to be to determine the value of the Company on the 
basis of its performance and financial position immediately following the collapse of the financial 
system, instead of taking a longer term view. Thankfully this plan was abandoned, with the 
Company’s 2010 operating figures showing the folly of taking that approach. Market investors 
took a different view of the situation, enabling the Company to raise new share capital in order to 
improve its financial position back to an acceptable level.
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As a result of high debt levels and the drop in demand following the collapse of the financial system, 
many companies had effectively become bankrupt in 2009. The continued operation of these 
businesses has distorted market competition in Iceland, including in the information technology 
market. Businesses that were propped up by the banks have not had to downsize their operations 
in line with the reduction in demand or undergo bankruptcy proceedings, as would have been the 

appropriate procedure in some cases. These abnormal circumstances 
have not only caused a number of Nýherji employees to lose their 
jobs, but also adversely affected the Company’s performance. 
Consequently, its market value is lower than it would have been had 
the playing field been more even.

One-third of operations located abroad

Nýherji owns four subsidiaries abroad, three in Denmark and one in 
Sweden. The IT market in these countries experienced a downturn in 
2009, but seems to have stabilised in 2010. Various measures have 
been taken to solidify the operations of these companies.

Applicon A/B in Sweden performed well during the year, turning a 
decent profit and exceeded 50 employees by year-end.

Applicon A/S in Denmark experienced difficult times during the year, 
with the company failing to turn a profit for the first time. In 2010, 

Applicon A/S reached an agreement on a project involving the implementation of an information 
system for hospitals in North Zealand. This represents the largest project ever undertaken by the 
Nýherji Group. The first phase was completed around the middle of the year; however, work did not 
resume until the beginning of December, resulting in a loss on the project for the year. The unexpected 
delay resulted in a poor utilisation of specialists for several weeks, causing losses over that period 
of time. Since work on the project is expected to continue at full speed over the coming months, 
Applicon A/S is expected to turn a profit in 2011.

Applicon Solution A/S, which sells its own software solutions, performed very well during the year. 2 
employees of the company have been assigned the task of selling the company’s internally developed 
software. Dansupport A/S experienced a turnaround during the year, yielding acceptable results 
following two unprofitable years.

Positive outlook

Nýherji’s performance, both domestically and abroad, improved each quarter in 2010 and is expected 
to continue to improve in 2011.  In a recent press release, the Company projected EBITDA of around 
ISK 160 million over the next few quarters. This projection is based on the assumption that the 
economic and business environment in Iceland will be stable so as to reduce uncertainty.  The fact that 
the Company managed to achieve adequate results in 2010 is a testament to its broad income base 
and shows that Icelandic businesses value the extensive knowledge and experience accumulated by its 
employees over a period of many years.

The Company’s financial position has been greatly improved following a share capital increase, asset 
sales and the conclusion of long-term debt restructuring agreements with its lenders. As a result, the 
Company is well positioned to take advantage of new market opportunities and further improve its 
operational performance. 

During times of economic turmoil, as have recently been experienced, the mettle of senior managers 
and employees is put to the test. The driving force behind a knowledge company such as Nýherji lies 
in its employees. The Board of Directors and CEO would like to take this opportunity to thank all of 
them for their good work in turning the Company’s fortunes around.  The Company would also like to 
express its thanks to its customers for their good cooperation and its shareholders for their generous 
support during the year.

Benedikt Jóhannesson, Chairman of the Board

Thórdur Sverrisson, CEO
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NÝHERJ I  HF.

Nýherji hf. is the parent company of the Group. It also provides technical consultancy and 
sells hardware and software solutions from well known and trusted manufacturers and 
developers. The products offered by Nýherji include IBM computers, IBM data storage 
solutions, computer equipment from Lenovo, communications solutions from Avaya and 
Polycom, printing solutions from Canon and products from APC. Nýherji also offers 
software solutions, primarily from IBM and Microsoft. Over the year, the average number 
of full-time positions at Nýherji’s parent company was 42.

Nýherji’s product offering is largely based on equipment and knowledge from IBM, one of the largest 
and most prestigious technology companies in the world. According to a 2010 study, IBM is the 
world’s second most valuable brand. The IBM solutions offered by Nýherji form an integral part of 
the IT systems used by Icelandic businesses.

IBM xSeries has good market share

The market share of IBM xSeries servers in Iceland continues to grow, with demand for such 
equipment increasing substantially in 2010. This can be attributed primarily to the extensive 
knowledge and experience possessed by Nýherji’s consultants and sales personnel and the addition 
of large clients. Moreover, Nýherji has a long history of successful cooperation with IBM on the sale 
of solutions and equipment and related consultancy services. Other IBM solutions include Power 
Systems, a line of IBM servers which combine the System i and System p models and are compatible 
with a diverse range of operating systems and software. The company also offers IBM System 
Storage, the brand name for IBM’s line of data storage products, and IBM System z mainframes, 
which feature a large performance range and high up-time and are used for online and batch 
processing, including back office processing and support services in the Icelandic banking sector.

Furthermore, Nýherji is a leader in the implementation and 
operation of communications solutions, offering a number 
of products depending on customer needs. Priority is given 
to partnering with reliable suppliers who are the best in 
their field; Avaya, Aastra, IBM, Microsoft, Polycom and 
Plantronics.

Nýherji employs a team of experts who provide advice and 
assistance to customers in selecting and implementing 
standard and customised software solutions from IBM, 
Microsoft and other suppliers. The Company offers IBM 
Lotus solutions for electronic communications of every 
kind, group collaboration and knowledge management, 
in addition to IBM Tivoli service management solutions, 
providing improved security and storage management, 
service availability and performance management.

Nýherji is the agent for Canon in Iceland and a leading 
provider of Canon printing solutions to businesses, 
institutions and households. Printing solution sales 
increased substantially from the previous year. In addition, Nýherji has offered a selection of power 
backup solutions and network closets from APC for a number of years now.

60% increase in the sale of Lenovo computer equipment

For a number of years, Nýherji has been selling and marketing desktop and laptop computers and 
related equipment from computer manufacturer Lenovo, which has enjoyed much success in recent 
years in Iceland and abroad. Lenovo is currently the fourth largest computer manufacturer in the 
world and has received numerous awards for its line of products. Additionally, Lenovo received an 
environmental award from Nordic Swan for its line of energy saving personal computers, a result of 
Lenovo’s emphasis on environmentally friendly design and production.

Lenovo has long been a popular choice for Icelandic businesses, particularly its ThinkPad laptops and 
ThinkCentre desktops. Over the last couple of years, Lenovo has begun to offer a wider range of 

Nýherji hf.
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Trusted partners

products aimed at the consumer market. The new range of Lenovo notebooks reflects the evolving 
needs of consumers, with emphasis being placed on ease of use, photo storage and surfing 
the web. In Iceland, the new notebooks have proven to be a popular addition to Lenovo’s more 
established brands, which continue to be in high demand.

Sales of Lenovo computers rose dramatically in 2010, increasing by about 60% year-to-year. This 
increase can be attributed to sales and marketing efforts aimed at business customers, as well as 
an increased focus on the consumer market, including an unconventional promotional campaign 
prior to the start of the 2010 school year. Nýherji teamed up with a Parkour street performance 
group, which travelled around Reykjavík and neighbouring towns under the name ‘the Blue 
Ninjas’, using ‘Think’ as a slogan. The group performed all sorts of incredible acrobatics and 
posted numerous YouTube videos and messages on its Facebook page. The group attracted a lot of 
attention wherever it went, not least from the media, who were curious to know what this was all 
about. At the end of the summer the group gave away the mystery, revealing that its slogan was a 
reference to ThinkPad laptops from Lenovo.

Conferences to promote technical knowledge 

Icelandic businesses faced a challenging economic and competitive environment in 2010. The 
economic outlook for the year was uncertain and measures designed to assist businesses facing 
financial difficulties were delayed considerably, forcing many to reduce the scope of their operations. 
Nýherji has adjusted to this new reality by using innovative ways to promote its products and services 
and placing a renewed focus on customer relationships. Marketing is largely conducted through 
conferences and customer presentations, where the emphasis is placed on innovative solutions and 
delivering ever improving services. The Company also provides its customers with access to well 
known experts possessing extensive knowledge of technical solutions and equipment.

The foundation of Nýherji’s conference presentations is its collaboration with IBM, which employs a 
number of experts across the world and is a leader in technical solutions. The highlight of Nýherji’s 
promotional partnership with IBM was ‘IBM Comes to You’, an all-day conference held at Hótel 
Örk in Hveragerdi, Iceland in October on the subject of innovations in hardware and software. 
At the conference, Scandinavia’s leading IBM experts introduced the latest line of IBM System x 
Intel servers, IBM data storage solutions, IBM Tivoli copying, access and security software and IBM 
Power, Unix and AS/400 servers. 

Improving outlook

Despite a challenging competitive environment and cost reduction across the business sector, sales 
of personal computers and computer equipment exceeded expectations during the year, with most 
product lines posting year-to-year increases.

Nýherji can be expected to perform better in 2011 than 2010, assuming that the labour market 
will remain stable and the economic and business environment will improve.

www.nyherji.is
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Viðja viðskiptaumsjón ehf.
Viðja viðskiptaumsjón ehf. handles centralised support services and 
operations for Nýherji hf. and the Group’s Icelandic subsidiaries, with the 
aim of enhancing operational efficiency among the Nýherji companies. The 
average number of full-time positions over the year was 36.

Viðja’s operations can be divided into three categories: Business Process Outsourcing, 
Managed Services and General Operations. Business Process Outsourcing is the name 
of the service provided by Viðja in the fields of finance, purchasing, human resources 
and payroll accounting. The service is based on defined, performance-based processes, 
procedures and SAP system solutions that are co-ordinated within the Nýherji Group. 
Emphasis is placed on professional, efficient, appropriate and timely work procedures.

Finance and accounting services for the parent company

Viðja’s Finance Division provides finance and accounting services to the parent 
company and its domestic subsidiaries, in addition to handling account settlement for 
five foreign subsidiaries. Among the Finance Division’s responsibilities is the payment of 
invoices, bookkeeping, collection and account settlement.

Viðja’s Purchasing Division handles procurement and transport for Nýherji, Sense and 
Skyggnir, as well as communications with suppliers. The companies’ products are stored 
at the Viðja distribution centre at Köllunarklettsvegur in Reykjavík.

Role of Personnel and Payroll Services

The role of Personnel and Payroll Services is primarily to handle basic personnel-
related matters, including wage processing, maintenance and supervision of employee 
registers, administration of contracts, hiring and termination. The division is also 
involved in employee training and reassignment of personnel, in addition to providing 
consultation to management and employees regarding various employee-related issues. 
In addition, Personnel Services has overall responsibility for workplace analyses and the 
conduct of employee interviews.

Managed Services covers the operation of units that provide defined services such as 
telephone answering and reception, cafeteria services and management of the product 
distribution centre. The division is run according to defined service criteria, with 
efficiency as a guiding principle.

General Operations involves the management of company facilities, motor vehicles, 
technical equipment, contracted services and other aspects of business, with the aim of 
reducing capital expenditures and costs

Viðja’s operations are 

divided into three 

categories: Business 

Process Outsourcing, 

Managed Services and 

General Operations.
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Sense Center and Sony Center in the Kringlan shopping mall

Sense ehf. is a leading provider of audio and video solutions and handles 
distribution and retail sales of top-quality products from world-renowned 
manufacturers. Sense operates two retail outlets, Sense Center and Sony 
Center in the Kringlan shopping mall, in addition to an equipment rental 
business. Its employees possess years of experience in designing, installing, 
operating and providing consultation relating to audio and video solutions. 
The average number of full-time positions over the year was 30.

Sense aims to be a leader in 
the distribution, design and 
integration of digital solutions 
and equipment. The company 
is divided into three main 
divisions: Sense Solutions, Sense 
Distribution and Sense Retail.

Sense  So lu t i ons  p rov ide s 
consultation services to businesses 
and handles installation and 
operation of audio, visual and 
control equipment for businesses 
and institutions. It also offers a 
wide range of audio and video 
equipment for  households 
and individuals, home theatre 
systems, video signal controls, 
and lighting, security and climate 
control systems. Additionally, 
Sense offers technical services 
and rents out equipment for 
parties, exhibitions, conferences, 
meetings and concerts of all sizes.

Successful partnerships with leading manufacturers

Sense Distribution handles distribution of the company’s products to the main retail 
outlets in Iceland offering digital equipment and solutions. The company is an agent 
and distributor for many of the world’s leading audio, video and control equipment 
manufacturers, including Sony, Canon, Bose, Crestron, NEC and Artcoustic.

For many years, Sense has enjoyed a fruitful partnership with several world-
renowned manufacturers in the field of audio and video solutions. Among 
the products sold and distributed by the company are Canon consumer 
products, EOS cameras, Ixus and PowerShot cameras, PIXMA printers, 
CanoScan scanners and LEGRIA camcorders, as well as related accessories. 
Canon has received numerous awards for its design and quality, including 
several in 2010. For instance, Canon EOS 550D and Canon EOS 7D 
were named the best DSLR cameras in 2010-2011 by EISA, a prestigious 

association of multimedia magazines. The EOS 550D was awarded European Camera 
2010-2011, while the EOS 7D was named European Advanced SLR 2010-2011.

Moreover, the Canon EOS cameras have been becoming increasingly popular in the 
film industry, with many companies and filmmakers using cameras such as the EOS-
1D Mark IV, EOS 5D Mark II and EOS 7D to capture television commercials, television 
shows and feature length films in high definition quality. A few Icelandic feature length 
films were shot using Canon EOS cameras in 2010, including the film Borgríki, to be 
released in 2011. The annual New Year’s comedy show produced by the Icelandic 
National Broadcasting Service was also shot using Canon EOS cameras.

Sense ehf.

Canon has received 

numerous awards for its 

design and quality, including 

several in 2010.
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Increase in sales of Sony televisions

Sony is a world leader in the development and production of technical equipment for 
audio and video processing and has been a pioneer in that field for over 50 years. 
Sense imports and distributes all of Sony’s main product lines to households and 
businesses, whether it be equipment used in the production and broadcasting of TV 
programs or high-end electronics.

Sales of Sony television sets saw a considerable increase in 2010, with favourable deals 
with suppliers contributing to lower prices. New technologies have also resulted in a 
growing consumer interest. These include a recently launched 3D television set, which 
can be watched using special glasses and allows users to access a wide variety of video 
content from YouTube and other entertainment, sports and news providers. Almost 
all Sony TVs now come with Full HD capability, with innovative designs, thin LED TVs 
and 200 Hz image quality also receiving well deserved attention and contributing to an 
increase in demand.

One of Sense’s trusted partners is Bose, a leading producer of sound systems with an 
excellent reputation for outstanding design, sound quality and usability. Vivanco is a 
German brand boasting a wide range of peripherals for audio and video solutions as 
well as computer and telecommunications equipment.

Expertise and outstanding service

Sense operates two retail outlets, Sense Center and Sony Center, at the same 
location in the Kringlan shopping mall. Sense Center offers Canon cameras and 
camcorders, Bose sound systems and Lenovo computer equipment. Emphasis is placed 
on presenting products in interesting ways, with a staff that possesses extensive 
knowledge and provides excellent customer service. Sony Center boasts the country’s 
largest selection of Sony electronics. Numerous Sony Center retail stores are located 
across the world, specialising in Sony products and providing customers with expert 
assistance in choosing the right product for their needs. Sense also sells its products in 
the Nýherji store at Borgartún.

Good demand

Demand was solid for audio and video solutions for businesses and institutions in 
2010, and is expected to remain good in 2011. Furthermore, demand for consumer 
products, including from Canon and Sony, grew in line with projections and is expected 
to continue to grow in 2011.

www.sense.is

S U B S I D I A R I E S

Trusted partners
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Skyggnir ehf. is a technical and managed service company within the Nýherji 
Group. The company specialises in the design, installation, maintenance 
and operation of IT solutions. As the largest company in the Nýherji Group, 
Skyggnir had an average of 165 full-time positions in 2010.

Skyggnir specialises in solutions that enhance reliability, reduce overall cost and improve 
the performance of information systems. It also provides network and communications 
solutions that boost employee productivity and improve corporate service levels.

TM Software ehf.’s managed services and Nýherji’s 
technical division merged and began operating under the 
Skyggnir name at the beginning of 2009, creating one 
of the largest technical and managed services companies 
in Iceland. The company’s uniqueness is embodied in its 
broad range of services, in-depth expertise and certified 
service processes. Skyggnir has received ISO 27001 
information security certification and its information, 
security and management systems are certified annually 
by the British Standards Institution. In order to further 
improve service quality, the company has made efforts 
to adopt ITIL standards for best practices in IT service 
management, with the result that it currently boasts the 
largest number of ITIL-certified technicians in Iceland.

Skyggnir’s revenues come from three main sources: 
Almost 70% is generated from service contracts, 
about 20% from sold services, and the remainder from 
hardware sales. Sales of hardware and services are largely 
in line with the external business environment, while 
contractual revenues are less impacted.

Skyggnir provides IT services to companies employing 10% of Iceland’s workforce

Many of the largest companies and institutions in Iceland trust Skyggnir for the design, 
maintenance and operation of their IT systems. The company manages all of Icelandair 
Group’s information systems, as well as operating all network and IT systems of the 
shipping company Eimskip. A number of Icelandic municipalities are also customers 
of Skyggnir, including Seltjarnarnes, Mosfellsbaer, Fljótsdalshérad and Fjarðabyggd. 
In addition, Skyggnir manages a variety of specialised systems for companies and 
institutions. Skyggnir operates the largest telephone system in the country for 
Landspítali - University Hospital, serving approx. 4,000 employees and those making 
use of the hospital’s services. Some 10% of Iceland’s workforce is employed by 
businesses and institutions that trust Skyggnir for all of their IT operations.

New organisational chart during the year

For the last two years, Icelandic IT companies have been faced with challenging 
market conditions, characterised by underbidding, a weak Icelandic króna and 
stiff competition. Even so, 2010 saw a marked rise in imports of IT equipment for 
installation by Skyggnir. At the same time, the number of projects related to design and 
installation increased as the year wore on, resulting in improved earnings.

In Q1 2010 the company introduced a new organisational chart with the aim of 
simplifying its operational structure with customers’ needs in mind to improve 
efficiency. The company is now split into two main divisions: Sales and Solutions 
on the one hand and Technical Services on the other hand. Increased emphasis was 

Skyggnir ehf.
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placed on solution consultancy, product development 
and standardisation of service products. In addition, a 
new position, Solution Consultant, was created. Solution 
Consultants will have the responsibility of developing service 
categories, providing expert consultation and maintaining 
product quality standards. The new organisational structure 
resulted in a 10% staff reduction.

In Q2 2010, Skyggnir and Icelandair Group agreed that 
Skyggnir would continue to handle the Group’s IT needs for 
the next three years. The agreement covers Icelandair Group 
and all its subsidiaries, including Icelandair, Air Iceland, 
Icelandair Cargo, IGS, Icelandair Hotels and Fjárvakur. 
Icelandair Group has around 2,500 employees.

In addition, Skyggnir concluded a framework agreement 
with the State Trading Centre on IT-hosting and managed 
services. Skyggnir was classified by the State Trading Centre 
as a category A bidder, meaning that it is able to provide 
total IT solutions.

In Q3, Skyggnir reached an agreement with the Public 
Procurement Agency on the installation and implementation 
of an electronic voting system for the Constitutional 
Assembly elections held in November. Skyggnir was 
responsible for the technical aspects of the elections, 
including the scanning and tallying of ballot papers and 
calculation of results. The aim of scanning ballots was to 
speed up the tallying process and be able to analyse the 
election results in an accurate and reliable way. This was 
the first time that electronic tallying of votes was tried in a 
general election in Iceland. The experiment was successful and results were delivered 
on time. The project was an opportunity for Skyggnir to showcase its outstanding 
technical expertise and ability to complete complex assignments in an efficient and 
timely manner.

New opportunities ahead

New opportunities emerged in the area of virtualisation during the year. Skyggnir has 
developed a range of solutions for server virtualisation, enabling customers to manage 
their IT systems more efficiently and easily, at lower cost. For many years, the company 
has collaborated closely with VMware, the world leader in virtualisation.

The company also sees a potential for expanding its Rent a Prent printing service, an 
environmentally friendly solution that allows companies to reduce their annual printing 
costs. Better access to financing for purchasing printing equipment meant that the 
company was able to step up its Rent a Prent marketing efforts in an effort to add new 
customers.

The market conditions remained challenging in 2010. Restructuring and streamlining 
measures undertaken in January proved successful, with the result that performance 
improved four quarters in a row. The company operated at a profit during the second 
half of the year. 2010 saw significant demand for virtualisation and Rent a Prent 
printing services.

The outlook for 2011 is decent, particularly for the latter part of the year. The main 
uncertainty in the company’s operations relates to the potential for rising labour costs, 
given that collective wage agreements are due to expire in 2011.

www.skyggnir.is

S U B S I D I A R I E S

Our customers include
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Dansupport A/S specialices in IT-infrastructure and IP based Unified 
Communications Solutions for small and medium-sized companies in the 
Danish market. Dansupport was founded in 1987 and acquired by Nýherji in 
2007. In 2010 the company had 31 full-time equivalent positions.  

Dansupport delivers IT optimisation solutions focusing on companies’ IT infrastructure, 
including servers, network, desktops and other related technologies. In addition 
Dansupport offers to host the solutions either at the customer’s premises or at 
Dansupport’s own hosting centre. Dansupport also provides four different IP based 
unified communications solutions: Voice, Mobility, Messaging and Conferencing. 

Dansupport has through many years of experience within their products and markets 
developed and retained very flexible and competent resources that support the 
Company’s distinctive competences and ability to deliver high quality solutions and 
services. 

Dansupport’s main office is in Odense, with sales offices in Kolding and Copenhagen. 
It has gained a foothold in the Danish market, particularly in Fyn and southern Jutland, 
where it has operated for more than 20 years. In 2010, the company strengthened 
its position in the Copenhagen area by winning new large implementation and 
maintenance contracts in the utility sector.

Dansupport has a strong customer base with more than 400 active customers. Its main 
partners are IBM, Avaya, Cisco, Siemens, and Microsoft.

Dansupport has seen a turnaround in its operations in 2010 after losses in 2009. 
Dansupport has endeavoured to improve its position through cost-cutting measures 
and added emphasis on services for utilities and comparable medium-sized companies.

www.dansupport.dk

Dansupport A/S
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The Applicon Companies 
Applicon is a Nordic service and consultancy firm in the business software field, with 
emphasis on solutions from SAP, Calypso, Advent and Microsoft. Applicon operates 
four companies, two in Denmark, one in Sweden and one in Iceland. It also operates 
a sales office in the UK. The average number of full-time positions in 2010 was 162.

Applicon A/S in Denmark, the first Applicon company, was founded in 1998 and purchased 
by Nýherji in 2005. The aim of the purchase was to achieve a synergy with a company 
possessing extensive experience and gain a foothold in the Scandinavian market for SAP 
business solutions. Applicon ehf. in Iceland was established that same year. Applicon in 
Sweden was founded in 2006 and specialises in software sales and service, primarily to 
financial institutions. Established that same year was Applicon Solutions A/S in Denmark, 
which concentrates on the development and sale of smaller, standardised SAP solution. 
At the beginning of 2008, Applicon in Sweden acquired Marquardt & Partners A/B in 
Stockholm. The purchase was in accordance of the policy of expanding Applicon’s service in 
the field of software solutions for financial institutions in Northern Europe. 

The Applicon companies now operate offices in Copenhagen and Skanderborg in Denmark, 
in Stockholm and Gothenburg in Sweden, and Reykjavík in Iceland, in addition to a sales 
office in London. The companies in Denmark and Sweden account for approximately 75% of 
the total turnover. Each Applicon company operates according to their own business model, 
based on their respective home market. They also collaborate closely on the implementation 
of a global business strategy and achieving synergies in operations.

Applicon operates a sales office in the UK, with the main role of bolstering the companies’ 
co-operation on international projects, both in and outside their home markets. These 
include participation in the 2010 implementation of a SAP deposit system for Nationwide 
in England, in collaboration with SAP and with the involvement of consultants from all of 
the Applicon companies. In connection with the Nationwide project, Applicon concluded an 
agreement with SAP in Germany concerning participation in the development of the newest 
generation of SAP commercial banking solutions.

www.applicon.com 

Applicon Solutions A/S
Applicon Solutions A/S in Denmark delivers ready-to-use products based on 
standardised solutions such as SAP. 

Applicon Solutions, established in 2006 and located in Frederiksberg, has placed increasing 
focus on selling its products in foreign markets, including the US, with good results. As 
an example, the company sold the Applicon Authorization Process Manager for SAP to 
Mercedes-Benz International, General Electric Intelligent Solutions and Warner Music Group 
in the US. It also concluded a contract with the US company Celanese, a world leader in the 
chemical industry with about 7,400 employees. The contract with Celanese is worth more 
than ten million Icelandic krónur, plus service fees.

The Authorization Process Manager was also purchased by Xerox in the UK, and TeliaSonera 
og Danfoss and Louis Poulsen Lighting in Denmark.

In 2010, Applicon Solutions further enhanced its reputation as a trusted partner in the SAP 
community. The company concluded contracts with 20 new customers during the year while 
gradually shifting the focus of its marketing efforts from medium-sized to large SAP users. 
All in all, the company has customers in 12 countries.

One of the company’s objectives for 2011 is to maintain and further increase awareness 
of Applicon Solutions and the Authorization Process Manager, in addition to continuing its 
efforts to develop a network of retailers to further expand sales of its software products.

www.appliconsolutions.com

Trusted partners

S U B S I D I A R I E S
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Applicon A/S in Denmark, established in 1998, specialises in SAP consultancy for 
a variety of sectors. The company has extensive experience of developing and 
implementing SAP solutions and related products. The average number of full-
time positions in 2010 was 72.

Applicon A/S was purchased by Nýherji in 2005. The goal of the purchase was to achieve 
a synergy with the Group’s business consultancy activities, increase knowledge in that field 
and create a Scandinavian company with a focus on SAP business solutions.

Applicon places emphasis on service and consultancy for a variety of sectors, as well as 
long-term collaboration, which is especially important in a highly competitive market. 
Furthermore, Applicon participates in tenders for long-term projects in order to attract new 
customers among larger companies with the aim of strengthening sales and promoting 
awareness of the company.

Largest contract ever won by an Applicon company

Applicon A/S concluded a contract during the year on the implementation of SAP business 
systems for hospitals and other healthcare provides operated by the Region Hovedstaden 
administrative unit in Copenhagen and North Zealand. Applicon is involved in the project 
as a sub-contractor of Siemens IT Solutions; the entire worth of the contract is around 
ISK 4 billion, with Applicon’s share coming to about ISK 1.8 billion. The installation will 
take about three years and is expected to be completed in 2012, representing the largest 
project ever undertaken by an Applicon company.

Region Hovedstaden, with about 36 thousand employees, 
provides healthcare services to approximately 1.6 million 
people. The contract between Siemens IT Solutions 
and Applicon covers 15 hospitals and other healthcare 
institutions. The project was tendered out in the European 
Economic Area, with the bid from Siemens IT Solutions 
and Applicon being selected from among eleven bidders 
following a competitive tender process.

Danish State Railways choose Applicon

In 2010, Applicon A/S also concluded a contract with 
Danish State Railways (DSB) on extensive SAP consultancy 
services relating to the company’s proposed integrating 
and streamlining measures. The contract covers the 
installation of individual modules of the SAP financial 
system relating to inventory, procurement, maintenance, 
production, sales and invoicing.

Good prospects for 2011

Applicon A/S in Denmark performed significantly below 
expectations in 2010, primarily because the project commissioned by Region Hovedstaden 
proceeded at a much slower pace than originally envisioned. However, the prospects for 
2011 are good, partly because work on the Region Hovedstaden project is expected to 
continue over the next several months.

www.applicon.dk

Applicon A/S Denmark

Company customers
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Applicon Sweden was founded in 2007 and puts primary emphasis on selling 
solutions and services to banks and financial services companies in Sweden 
and the Nordic region. On 30 december 2010, the company had 52 full-time 
equivalent positions. 

Applicon Sweden’s customers include leading financial firms and banks. Among them 
are Handelsbanken, Nordea, SEB, Swedbank and De Lage Landen, which is owned 
by Rabo Bank. At Nordea and Swedbank, Applicon Sweden consultants participated 
in implementing solutions from Calypso, as well as other related projects. Among 
new customers, Brummer & Partners, the leading hedge fund company in Sweden, 
engaged the services of Applicon in connection with an implementation project.  
The Swedish car manufacturer Volvo implemented a 
SAP real estate administration system with Applicon 
Sweden’s assistance. The project involves a solution for 
Volvo Real Estate, which is part of the Volvo Group. In 
addition, Applicon Sweden handled maintenance of 
solutions and systems that it had developed for Swedish 
financial firms SEB, Carnegie and Öhman. 

The company also continued its projects for Alands-
banken, which took over a large part of Kaupþing 
Bank’s operations in Sweden in 2009. Furthermore, new projects were negotiated with 
existing customers such as Svensk Exportkredit, Folksam, and Brummer & Partners. 

Applicon Sweden has developed a software called PeTra, which ensures procedural 
security and monitoring of securities transactions carried out by employees of banks 
and government institutions. The system already has over 10,000 users and is in use 
in Sweden and Denmark by several of the Nordic countries’ largest banks, including 
Nordea, SEB, Öhman, and Carnegie. 

Applicon in Sweden performed above expectations in 2010 in terms of profit, 
significantly better than in 2009. The company sees an increase in demand for its 
solutions and consultants, and is acquiring new customers as well as increasing 
business from existing customers. 

Due to the increased scope of business, full-time position equivalents at Applicon 
increased by seven in 2010, totalling 52 at the end of the year.

www.applicon.se

Applicon Sweden
Customers

PeTra already has over 
10,000 users and is 
being used in Sweden 
and Denmark by some 
of the largest banks in 
Scandinavia.
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Applicon ehf. specialises in consultancy services and the development of 
solutions for business management software from SAP and Microsoft. The 
average number of full-time positions in 2010 was 39.

Applicon’s objective is to assist its customers 
in achieving their goals by providing them 
with standard, yet flexible business software, 
professional consultation and top-quality 
service. 

Established in 2005, Applicon offers a broad 
range of business management and business 
intelligence software. This allows it to provide 
its customers with comprehensive business 
solutions. Applicon provides powerful software 
packages for a variety of sectors, including the 
financial services industry, municipalities and the 
fishing industry, as well as offering payroll and 
human resources applications.

Applicon technicians possess extensive 
experience and knowledge of the Microsoft 
environment, which enables them to solve 
complex tasks for their customers. The company 
also offers Calypso software solutions to banks 
and financial institutions. The Calypso package 
includes scalable and reliable solutions for risk 
management, derivatives and market trading. 

For years, a large share of Applicon’s service 
revenues were based on services rendered to 
Icelandic banking and financial institutions, but 
the sudden contraction in the banking sector in 

the fall of 2008 changed the picture dramatically. After a long period of steady growth, 
Applicon was faced with shrinking demand, affecting both stand-alone projects and 
service contracts.  In response to the changed landscape, the company redefined its 
objectives, future vision and strategy, in addition to undertaking restructuring and cost-
cutting measures and focusing its marketing efforts on customers outside Iceland.  

Good results following restructuring 

In an effort to ensure operational stability, primary emphasis was placed on broadening 
the company’s domestic customer base, projects generating fixed service revenues, and 
projects undertaken in collaboration with other Applicon companies for foreign banks 
and financial institutions, mainly in the UK, Netherlands, Germany and Scandinavia.  
To the extent possible, the company has tried to reduce travel load by distributing 
business trips evenly among employees; in addition, some of the project work was 
done from Iceland. The company completed one-time projects for SAP in Germany and 
Nationwide in the UK. The company’s success in marketing its services abroad can be 
attributed to the expert knowledge of its employees, a weak Icelandic króna and the 
company’s proximity to the European market. 

Applicon performed well in 2010, with results exceeding expectations. Utilization of 
consultants was good and sales of the company’s own software solutions were above 
projections. Various projects undertaken for foreign clients have provided the company 
with valuable knowledge and experience from which it will benefit in the future. 

The outlook going forward is promising thanks to a strong market position in Iceland 
and opportunities abroad.  

www.applicon.is

Applicon ehf. Iceland 

Our customers

KÓPAVOGSBÆR
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Klak – Innovation Centre is a growth company jointly owned by Nýherji and Reykjavik 
University. Its goal is to assist entrepreneurs who wish to start up a business and enable 
start-up companies to grow and flourish. Klak runs the Business Accelerator, a program 
that allows companies and individuals to obtain a diploma in entrepreneurial studies.

The Business Accelerator program began in 2008 and since then, about 60 entrepreneurs have taken 
advantage of it to build up their growth companies for the shorter and longer term. Entrepreneurs and 
managers of growth companies at various stages of development have taken the courses offered in the 
program in order to acquire knowledge, guidance and connections. 

The goal of Klak is to nurture good business ideas and assist start-ups in reaching the next phase of their 
development. This is done in a variety of ways. For instance, people interested in starting up and developing 
businesses were given free entry to the Business Accelerator last fall if they decided to follow through on 
their plans. In addition, the companies N1, CCP, Nýherji and Iceland Post paid a part of the program entry 
fee for select businesses, in order to aid innovation and support growth companies in Iceland.

Klak also organizes Sprotaþing Íslands, whose main role is to promote investment in Iceland. In recent 
years, Sprotaþing has held conferences under the title Seed Forum Iceland in collaboration with Seed 
Forum International. The twelfth Seed Forum Iceland conference was held in the fall, providing an 
opportunity for representatives of Icelandic growth companies to present their ideas and activities.

Klak was founded in 2000. As a privately operated firm, it does not receive government support, 
making it one of only a handful of privately run innovation centres in Europe. The company is 
also engaged in research and consultancy and is a key player in the business network for Icelandic 
entrepreneurs and start-up firms.

www.klak.is

Klak

Vigor ehf., founded in 2001, is a software company that provides compre-
hensive business solutions and application services. The average number of 
full-time positions in 2010 was 15. 

Vigor offers a software package with financial, business 
management, payroll, asset management, project accounting 
and invoicing modules, as well as custom solutions for 
companies across multiple industries, including collection and 
payment services, insurance and energy distribution. Vigor 
Utilities is an invoicing application used by utility companies 
to issue up to 140,000 invoices a month, making it one of 
the most widely used invoicing systems in Iceland.

Vigor also provides application and hosting services in 
collaboration with Skyggnir ehf., another Nýherji subsidiary. 
Approximately 25 Icelandic companies use the application 
services provided by Vigor. In addition, Vigor technicians work 
on a range of specialised software projects, consisting both 
of servicing older solutions and developing new ones. The 
main projects undertaken by Vigor during the year included 
the development of a new payment and collection system 
for Tryggingamidstödin (TM), as well as projects for Reykjavik 
Energy, the Westfjord Power Company and Borgun.

The company has around 50 customers, including some of the largest and most 
successful companies in Iceland in their respective fields. Operations were difficult 
during the first half of the year, but measures were taken to regain operational stability. 
Results in 2010 were acceptable.

www.vigor.is

Vigor ehf.
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TM Software is a software company that develops its own software solutions and 
provides consultation and custom software services relating to web solutions, 
web portals, software integration, business intelligence and customer relationship 
management (CRM). The average number of full-time positions in 2010 was 49.

TM Software bases its operations on two main areas of activity: the development of its 
own software solutions for foreign markets, and the provision of software consultancy 
and services to domestic and foreign customers. The company employs a number of highly 
qualified experts with years of experience in software development.

As a result of changes in the Icelandic business environment, the company has had to seek 
out new markets for its solutions and services, with a focus on partnerships with non-
Icelandic companies. Among the products offered by the company is a broad range of web 
and integration solutions as well as internally developed applications. Its partners include the 
Danish software company INOPI and the British software company VYRE.

Time tracking system sold to 40 countries

The sale of the Tempo time tracking and project accounting system to customers around the 
world is an example of how TM Software has been able to successfully market its solutions 
outside Iceland. Tempo has now been sold to about 200 customers in around 40 countries, 
including a number of large corporations and institutions such as the London Stock Exchange 
and Deutsche bank. Temp is a plug-in for the issue and project tracking JIRA platform from the 
Australian software company Atlassian, giving users a powerful time management tool and 
eliminating duplicate registration of orders and invoices. The system was originally developed 
for in-house use but the decision was made to sell it online on a trial basis. This proved to be a 
very good decision, with the product receiving excellent reviews from users. 

Software solution receives international award

One of the more interesting projects undertaken by 
TM Software domestically during the year was the 
development of a website for the Inspired By Iceland 
promotional and marketing campaign launched in the 
summer of 2010, with the goal of promoting Iceland as 
an attractive travel destination for foreign tourists.  The 
project proved a success, with the campaign receiving the 
Best Marketing Award from the ICCA, the International 
Congress and Convention Association.  

Tens of millions raised through donation systems

TM Software was also successful in the development of 
an on-line WebMaster donation system for a campaign 
launched by the Iceland Cancer Society to raise 
awareness of the risk of cancer in men; the system was 
also used in connection with the Reykjavik Marathon to 
enable people to sponsor contestants running on behalf 
of various humanitarian and charitable organisations. 
In each fundraiser, tens of millions were raised through 
thousands of donations, bringing considerable attention 
to the donation system.

2010 saw a turnaround in the operations of TM Software. The company worked to cut 
costs, resulting in an overall profit for the year. The outlook for 2011 is good, with demand 
for software-related services expected to rise gradually over the year.

www.tmsoftware.is  

TM Software ehf.

Trusted partners
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EMR heil brigð is lausn ir ehf.
EMR ehf. is a leading developer of software solutions for the Icelandic 
healthcare sector. EMR’s solutions are used daily by thousands of employees 
at all of the country’s major healthcare centres, as well as medical specialists, 
pharmacies and a number of other entities. The average number of full-time 
positions in 2010 was 21. 

 Work continued on projects relating to electronic transmission of data via the Hekla 
healthcare network. The company also completed a project relating to the development 
of electronic medical records, one of the largest ever undertaken by EMR in the field of 
electronic data transmission. Electronic medical records will be available for use by all 
Saga users in the first half of 2011. The Ministry of Health purchased Patient Front Page, 
a new module in Saga developed by EMR in collaboration with Landspítali hospital. 
The solution will provide healthcare professionals with an overview of a patient’s 
entire medical records in one place and offers the ability to access records from other 
healthcare institutions. Patient Front Page will be implemented in the first half of 2011.

Work was furthermore completed on the installation of a new version of Saga offering 
new access controls, new modules for treatment registration and additional features, 
representing the most extensive update yet to Saga. Three new pharmacies opened 
during the year, all of which chose the Medicore pharmaceuticals system from EMR.

Demand for EMR’s products and services was reasonably high during the year 
and the company performed largely in line with expectations. The outlook for next 
year is good, although cutbacks and the downturn in the economy do create some 
uncertainty.

EMR products:

www.emr.is
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Human Resources
Human resource services are provided by Personnel Services for all Nýherji companies in 
Iceland.  In 2010, the average number of full-time positions was 406 in Iceland and 153 
in Scandinavia.

The number of full-time positions in Iceland decreased by 50 in 2010, from 440 at the beginning of the 
year to 390 at year-end. The number of full-time positions at Nýherji’s foreign subsidiaries decreased by 
6, from 162 at the beginning of the year to 156 at year-end.

At the end of 2010, Nýherji in Iceland had 389 permanent employees, including 315 men (81%) and 
74 women (19%). The gender distribution varied from company to company depending on the type of 
activity.

Approximately half of Nýherji’s employees are between the age of 25 and 39.  One third of employees 
are between the age of 40 and 54 and a third is either younger than 25 or older than 55. There is 
almost a 50/50 split between employees who are younger and older than 40. At year-end, the average 
age of employees at Nýherji in Iceland was 40.5 years.

Long average duration of employment at a company is generally considered a sign that employees 
are satisfied with their jobs and happy in the workplace.  Some 49 current employees of Nýherji have 
worked for the company for 15 years or longer, representing 12% of the total staff. The employee 
with the longest seniority just completed his 44th year of service at the end of 2010. At year-end, the 
average duration of employment at the Nýherji Group was 8.2 years.

Relocation to Borgartún 37

2010 was characterised by further streamlining measures being 
undertaken by the Nýherji Group, requiring a variety of tasks to 
be performed by Personnel Services.  In Q1 the company was 
forced to lay off staff due to a recession in the market.  Efforts 
were made to assist those losing their jobs in any way possible, 
e.g. by informing them of their rights to unemployment 
benefits, helping them to write their CVs, making appointments 
at employment agencies, etc.

Furthermore, the decision was made to relocate the company 
headquarters from Urdarhvarf 6 in Kopavogur to Borgartún 
37 in Reykjavík and house the company’s entire operations 
under one roof. Extensive updates were made to the building 
at Borgartún in order to create the best possible working 
environment for employees.   The decision to relocate met with 
approval among employees owing to the improved location 
and the closer proximity to customers, institutions and other 
companies. 

In the fall of 2010, work began on reviewing and redefining 
working procedures in the area of personnel and payroll 

management.  This involved defining, recording and implementing macro and micro processes.  This 
work will continue in 2011.

Active employee associations

A single joint employee association, STAFN, serves all of Nýherji’s employees, and all of its subsidiaries 
have active staff clubs. STAFN organises large events, such as the annual company celebration, 
which was held at the Reykjavik Art Museum at the beginning of 2010.  The annual family day at 
the Reykjavik Zoo and Family Park was well attended in the fall, and all Nýherji employees attend the 
annual Stefnumót gathering, which marks the beginning of the fall season for all Nýherji companies.

The staff clubs at each company within the Group organised a variety of entertainment events and 
other activities in order to build moral and team spirit. Special hobby clubs are also run within the 
Group, such as the Nýherji Golf Club, which organises several golf tournaments for its members. The 
Company also has an active amateur photography club.
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Nýherji in the Community
Nýherji gives high priority to supporting business innovation and development 
through its ownership of Klak - Innovation Centre, which is involved in the 
formulation, reviewing and implementation of business ideas based on 
innovation and information technology. The Group also strives to foster closer 
links between schools and businesses in the area of information technology.

The Business Accelerator program offered by Klak began in 2008 and since then, about 
60 entrepreneurs have used it to build up their growth companies for the shorter and 
longer term. Entrepreneurs and managers of growth companies at various stages of 
development have taken the courses offered in the program in order to acquire 
knowledge, guidance and connections. Companies such as Trackwell, Stjörnu-Oddi, 
Gavia and AGR are examples of promising start-ups, while companies like ReMake 
Electric, Gogoyoko, Clara and Belgingur are enjoying the rewards of well established 
businesses. 

Efforts to promote safe internet usage

Part of the social responsibility of 
the Nýherji Group entails providing 
knowledge and information about the 
equipment and solutions offered by 
its companies. In conjunction with the 
increased focus on marketing its products 
to consumers and households, the Nýherji 
Group collaborated with SAFT (Society, 
Family and Technology), an organisation 
that promotes safe internet usage for 
children and teenagers. 

Among other things, Nýherji sponsored a 
competition organised at the beginning 
of 2010 by SAFT in primary and second-
ary schools encouraging students to 
create educational material to promote 
positive and safe internet usage. The first 
prize, a Lenovo IdeaPad laptop, went to 
Hagaskóli for organising a theme week 
around the issue of positive and safe internet usage  The second price, a Canon FS200 
camcorder, went to students in the ninth and tenth grades at Grenivíkurskóli for the 
student publication Dúndur. The third price, a 320 GB external hard drive, was won by 
girls in the tenth grade at Hagaskóli for the short film Internet Addiction.

Fostering links between business and education

Nýherji entered in a partnership with the School of Computer Science at Reykjavik 
University with the goal of transferring knowledge and experience accumulated by 
businesses in the area of IT to students, as well as raising interest and awareness of IT 
subjects. One of the products of this partnership is the Secondary School Programming 
Competition, which is intended to get Icelandic teenagers interested and excited 
about computer programming, About ninety secondary school students took part in 
the competition in March 2010, where their creativity and programming skills were put 
to the test. Nýherji gave out generous prizes for the top place finishes; cameras, data 
storage devices and headphones.

Nýherji also invited students at the School of Computer Science and School of Science 
and Engineering at Reykjavik University to attend lectures on particular topics in the 
field of IT in collaboration with IBM. The lectures met with much approval and the 
Company plans to continue to offer students an opportunity to gain insight into specific 
areas of IT with the support of partners overseas.

2010 graduates from the Business Accelerator program offered by Klak - Innovation Centre

NÝHERJ I  IN  THE COMMUNITY
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Nýherji building turns pink

Nýherji has supported various awareness campaigns over the years and stayed true to 
this tradition on Pink Day, an annual campaign to raise awareness of cancer in women, 
held during the weekend of 8 to 10 October. During this period, the Nýherji building at 
Borgartún was bathed in pink lights as a sign of solidarity with women suffering from 
cancer. In addition, a number of employees of Nýherji and its subsidiaries, men as well 
as women, dressed in pink to mark the occasion.

Evolution of the laptop computer

While Nýherji continues to focus its efforts on technological 
development and various innovations in collaboration with 
educational institutions, the Company has not forgotten its 
roots and the technical advances that have emerged in the 
last few decades. A detailed account of the history of the IBM 
and Lenovo laptop computers was provided at the Science 
Fair held by the Icelandic Centre for Research at the end of 
summer and attended by more than four thousand guests at 
the Reykjavik Art Museum.

At the Science Fair, scientists and scholars from a variety of disciplines introduced their 
research and areas of study. Nýherji also gave an account of the evolution of the laptop. 
The computers on display garnered a lot of attention, in particular the IBM Portable, an 
early portable computer introduced in 1984. The IBM Portable was sometimes referred to 
as the sewing machine, since many people thought it looked more like a machine for 
sewing than a personal computer.

Support for the Landsbjörg Search and Rescue Association

Nýherji’s subsidiaries have done their part to support sports organisations and various 
other associations in Iceland. For the last two years, Sense has sponsored the Sony 
Video Competition organised by primary schools and 66°NORTH, which is intended to 
give kids who are interested in filmmaking an opportunity to showcase their abilities. 
Sense was also one of the sponsors of the Icelandic Golf Union in 2010.

Furthermore, Skyggnir ehf. is one of the main partners of the Landsbjörg Search and 
Rescue Association. Skyggnir manages Landsbjörg’s IT needs, operates key systems, 
monitors equipment and provides back-up services. The goal of the partnership is to 
enhance security and maximise operational efficiency, e.g. through a virtualisation of 
the IT environment to reduce maintenance and hardware costs.

www.nyherji.is
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Shareholders
Nýherji hf. has been listed on the Iceland Stock Exchange, now OMX Nordic 
Exchange Iceland, since 1995 under the ticker symbol NYHR. The nominal 

2010 Annual General Meeting

At the Annual General Meeting held on 19 February 2010, the Company’s Board of 
Directors was authorised, pursuant to Article 41 of the Companies Act, to increase 
the Company’s share capital by up to ISK 120 million through the sale of new shares. 
Existing shareholders waived their pre-emptive rights to the new shares. The Company’s 
Board of Directors will decide the offering price of the shares and the offering 
procedure at each time. Subscription rights shall be subject to the provisions of the 
Company’s Articles of Association and Chapter V of the Companies Act. No trading 
restrictions shall be placed on the new shares. The new shares shall grant rights in the 
Company from the date of registration of the share capital increase. The Nýherji Board 
of Directors may exercise this authorisation within three years of its approval.

Dividends

The Nýherji Board of Directors has followed the policy of paying out a third of the 
Company’s profits as a dividend to its shareholders. The Annual General Meeting 
approved a motion, submitted by the Board, to pay no dividend for the 2009 
operational year.

It also authorised the Board to purchase up to 10% of the nominal value of the 
Company’s share capital in accordance with Chapter VIII of the Companies Act No. 
2/1995. The buying price shall be, at the highest, 20% above and, at the lowest, 20% 
below the price posted on OMX Nordic Exchange Iceland. The authorisation is valid for 
up to eighteen months.

It was agreed at the Annual General Meeting that the following persons would sit on 
the Company’s Board of Directors for the next operational year: Benedikt Jóhannesson, 
Árni Vilhjálmsson and Gudmundur Jóh. Jónsson. It was agreed that Jafet S. Ólafsson 
would serve as an alternate member of the Board. Chairman of the Board will be 
Benedikt Jóhannesson and Árni Vilhjálmsson will be Vice-Chairman.

Shareholder name Number of shares     Percentage

Vænting hf 79.857.172     20,0%

Stafir lífeyrissjóður 38.904.762     9,7%

Lífeyrissjóður verslunarmanna 37.571.429     9,4%

Áning-fjárfestingar ehf 29.723.031     7,4%

Vátryggingafélag Íslands hf 26.250.000     6,6%

Gildruklettar ehf 20.581.725     5,1%

ALMC hf 15.902.553     4,0%

Fiskveiðahlutafélagið Venus hf 14.032.816     3,5%

Benedikt Jóhannesson 12.384.363     3,1%

Söfnunarsjóður lífeyrisréttinda 11.000.000     2,8%

Nýherji’s 10 largest shareholders as at 31 December 2010

val e of active shares at the beginning of 2010 was ISK 275 million, rising to 
ISK 396 million by year-end. Nýherji shares were trading at ISK 10.0 per share 
at the beginning of the year, and ISK 7.0 at year-end.

u
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In 2010, the Nýherji Board of Directors continued its emphasis on adjusting the Group’s 
operations to the new economic and market environment. The Group’s activities are 
primarily carried out through its subsidiaries, each of which is responsible for a particular 
field of operation. Each Nýherji subsidiary is governed by a three-member Board of 
Directors; the CEO of Nýherji hf. usually serves as Chairman of the Board and reports to 
the Board of Nýherji hf. on their activities.

Good Governance

The Board of Directors of Nýherji hf. strives to maintain good corporate governance and adhere to 
the “Guidelines on Corporate Governance”, issued by the Iceland Chamber of Commerce, OMX 
Nordic Exchange Iceland and the Confederation of Icelandic Employers in June 2009. The Board 
has established detailed Rules of Procedure defining its scope of authority and the division of tasks 
between it and the CEO. These Rules include provisions on the conduct of meetings, the eligibility of 
Board members to participate in the process of business, non-disclosure requirements, disclosure of 
information by the CEO to the Board, and more. The Rules of Procedure of the Board are available on 
the Company website. The Board of Directors decides the terms of employment of the CEO and meets 
regularly with auditors. The Board has appointed an Audit Committee, the terms of reference of which 
are available on the Company website. All three Board members are independent of the Company 
while one Board member, Árni Vilhjálmsson, is dependant on major shareholders within the meaning of 
Article 2.5 of the Guidelines on Corporate Governance. The Board does not feel that the size and scope 
of the Company’s activities warrants the appointment of a Remuneration and Selection Committee.

16 meetings of the Board and 4 meetings of the Audit Committee were held in 2010. All meetings 
were attended by a majority of members.

Board of Directors of Nýherji hf.

The Board of Directors of Nýherji hf. constitutes the supreme authority of the Company between 
shareholders’ meetings. The Board determines the policy of the Nýherji Group and supervises its 
operations, sets a strategy and organisational structure, and ensures that the activities are generally 
in good order. In particular, the Board shall ensure adequate supervision of the accounts and disposal 
of the Company’s funds. The Board of Directors is composed of three members and one alternate 

Management and Corporate Governance

Nýherji’s Board of Directors. Pictured from the left: Guðmundur Jóh. Jónsson, Board Member, Benedikt Jóhannesson, 
Chairman, and Árni Vilhjálmsson, Vice-chairman.
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member elected at the Annual General Meeting for a term of one year. Prospective candidates to the 
Board of Directors shall submit a written notice to such effect to the Board of Directors no later than 
five days before the start of the Annual General Meeting. Only those who have submitted a notice 
pursuant to the above are eligible as candidates at an Annual General Meeting. The Chairman of the 
Board convenes meetings of the Board and presides at Board meetings. Meetings shall be held at the 
discretion of the Chairman. Furthermore, the Chairman is obliged to call a meeting of the Board if 
requested by one member of the Board or the CEO.

Meetings of the Board of Directors of 
Nýherji are valid only if attended by 
three members or two members and the 
alternate member. The Boards of Directors 
of subsidiaries are generally composed of 
three members, who allocate tasks among 
themselves. They are responsible for the 
operation of the subsidiary concerned 
within the framework and authority 
provided by the Board of Nýherji hf.

Role of the CEO

The CEO of Nýherji hf., appointed by the 
Board, is in charge of the Company’s day-
to-day operation in accordance with the 
policy and decisions of the Board. It is 
also the task of the CEO to ensure that 
the Company’s operations are at all times 
consistent with the Articles of Association 
of the Company and statutory law as 
current at any time, and that the same is 
true of the operations of its subsidiaries.

Shareholders’ meetings

The supreme authority in the affairs of the Company is in the hands of legitimate shareholders’ 
meetings. The Annual General Meeting must be held before the end of June each year, and 
shareholders’ meetings at the discretion of the Board of Directors, or at the request of the elected 
auditor or shareholders controlling a minimum of one tenth of the shares of the Company. A request 
to call a shareholders’ meeting shall be made in writing and shall specify the business of the meeting, 
in which case a meeting shall be convened within the deadline prescribed by law. Shareholders’ 
meetings shall be called by an advertisement in a daily newspaper or by written notice to each 
shareholder. The Annual General Meeting shall be called with three weeks’ notice in accordance with 
the Companies Act, as amended on 17 December 2009, and the notice of the meeting shall specify 
the agenda and the documents to be presented at the meeting. At shareholders’ meetings, each 
share carries one vote.

Amendments to the Company’s Articles of Association

The Articles of Association of the Company may only be amended at a valid shareholders’ meeting, 
provided that the notice of the meeting clearly indicates that such amendments are proposed and 
outlines the main substance of the amendment. A decision is valid only if it has the support of at 
least 2/3 of the cast votes and the support of shareholders controlling at least 2/3 of the share capital 
represented at the meeting.

Auditors

The Company’s auditors are elected at the Annual General Meeting for a term of one year. At the 2010 
Annual General Meeting, KPMG ehf. was elected as Company auditor for that year; KPMG ehf. also 
serves as the auditor for all of the Company’s subsidiaries in Iceland.

Risk management

Information on risk management can be found on page 42 of the Consolidated Financial Statements.
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Endorsement and Statement by the Board of 
Directors and the Managing Director

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

Operations in 2010

According to the Statement of Comprehensive Income, profit  for the year amounted to ISK 395 million, but when 
foreign currency translation differences of foreign operations is taken into consideration comprehensive profit for 
the year amounted to ISK 321 million.  Sales of goods and services amounted to ISK 14,261 million during the 
year.  According to the Statement of Financial Position, equity at year-end amounted to ISK 2,420 million.

The Board of Directors of Nýherji hf. exercised in September the authority of Annual General Meeting to increase 
the Company’s share capital by ISK 120 million in nominal value. The Company has concluded agreements with 
investors on the purchase of this share capital at the rate of 7.0 and the sales value thus amounts to ISK 840 
million, which on the one hand was paid-in at the end of September in the amount of ISK 196 million, and on 
the other, in December to the amount of ISK 644 million. Following the increase, share capital according to the 
Company’s Articles of Association amounts to ISK 400 million in nominal value.

In October Nýherji hf. entered into an agreement with Arion banki hf. on the one hand and with Íslandsbanki hf. 
on the other, regarding renegotiations on the Company’s long term liabilities, where payment term was extended, 
a part of the loans were converted from foreign currencies to Icelandic kronas and principal was decreased. In 
order to further decrease the Company’s debts Nýherji hf. sold its real estate at Borgartún 37. The sales value of 
the real estate amounted to ISK 1,650 million and sales profit amounted amounted to ISK 78 million, which is 
recognised in the profit or loss.

Shareholders at year-end were 280 compared to 270 at the beginning of the year and increased by 10 during the 
year. One shareholders owned more than 10% of the Company’s outstanding share capital at year-end, Vænting 
hf., or 20.0% of the share capital in the Company.

The Board of Directors proposes that no dividend be paid to shareholders in the year 2011.  Reference is made to 
the Statement of Changes in Equity regarding information on changes in equity.

Share capital and Articles of Association

The share capital of the Company amounted to ISK 400 million at year-end. The Company owns treasury shares 
amounting to ISK 4 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 with several managers of the Group expired in the 
year 2010 and there are no outstanding share options at year end 2010. 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 5 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.
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Corporate governance

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 2010., by Iceland Chamber of Commerce, Nasdaq OMX Iceland hf. and Confederation 
of Icelandic Employers.

In the year 2010, 16 Board of Directors meetings and 4 audit committee meetings have been held. All meetings 
have been attended by the majority of board member and audit committee members. 

Statement by the Board of Directors and the Managing Director

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.

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 2010, its assets, 
liabilities and consolidated financial position as at 31 December 2010 and its consolidated cash flows for the 
financial year 2010.

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.

The Board of Directors and the Managing Director have today discussed the annual consolidated financial 
statements of Nýherji hf. for the year 2010 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 of Nýherji hf.

Reykjavík, 28 January 2011.

Board of Directors:

Benedikt Jóhannesson, Chairman

Árni Vilhjálmsson                        Guðmundur J. Jónsson

Managing Director:

Þórður Sverrisson
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To the Board of Directors and Shareholders of Nýherji hf.

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

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

Opinion

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

Report on the Board of Directors report

Pursuant to the legal requirement under Article 106, Paragraph 1, Item 5 of the Icelandic Financial Statement Act 
No. 3/2006, we report, to the extent of our competence, that the report of the Board of Directors accompanying 
the financial statements includes the information required by the Financial Statement Act if not disclosed 
elsewhere in the Financial Statements.

Reykjavík, 28 January 2011.

KPMG  ehf.

Jón S. Helgason

Independent Auditor’s Report
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Consolidated Statement of Comprehensive Income for the year 2010

  Notes 2010 2009
Sales of goods and services .. ....................................................  7 14.261.184  14.332.361 
Cost of goods sold and cost of sold services .. ............................   ( 6.554.223) ( 6.355.377)

Gross profit . ...........................................................................   7.706.961  7.976.984 

Other income  ...........................................................................   15.823  14.182 
Salary and salary-related expenses  ............................................  8 (5.589.404) (6.080.445)
Other operating expenses ..........................................................   (1.615.819) (1.972.928)
Depreciation  ............................................................................   13 (288.690) (272.513)
Impairment losses on goodwill  ..................................................  13 0  (322.281)

Operating profit (loss) . ..........................................................   228.871   (657.001)

Gain on sale of property and equipment ....................................  13 77.628  0 
Effect of bankrupted subsidiary .................................................  27 246.187  0 

Profit (loss) before finance income and finance expenses ...   552.686  (657.001)

Finance income  ........................................................................  10 325.016  56.571 
Finance expenses ......................................................................  10 ( 437.097) ( 723.873)
Net finance expense  .................................................................   ( 112.081) ( 667.302)

Profit (loss) before income tax  ..............................................   440.605  (1.324.303)

Income tax  ...............................................................................  11 (45.259) (36.949)

Profit (loss) for the year  ........................................................   395.346  ( 1.361.252)

Other comprehensive income:
Foreign currency translation differences for foreign operations  ..   (73.928) 8.100 
Revaluation of buildings  ...........................................................   0  813.726 
Income tax on revaluation of buildings  ......................................    0  (146.471)
Other comprehensive (loss) income for the year  .................   ( 73.928) 675.355 

Total comprehensive income (loss) for the year . ..................   321.418  ( 685.897)

Profit (loss) attributable to:
Equity holders of the Parent Company  ......................................   391.831  ( 1.356.506)
Non-controlling interest  ............................................................   3.515  (4.746)
Profit (loss) for the year  ............................................................   395.346  ( 1.361.252)

Total comprehensive profit (loss) attributable to:
Equity holders of the Parent Company  ......................................   319.048  (681.151)
Non-controlling interest  ............................................................   2.370 (4.746)
Total comprehensive income (loss) for the year  ..........................   321.418  ( 685.897)

Earnings (loss) per share:
Basic earnings (loss) per share (ISK)  ...........................................  18 1,28  (4,93)
Diluted earnings (loss) per share (ISK)  ........................................  18 1,28  (4,92)

The notes on pages 35 – 59 are an integral part of these consolidated financial statements.
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Amounts are in ISK thousand

  Notes 2010 2009
Assets:

Property and equipment  ...................................................................   495.880  2.102.780 
Intangible assets  ...............................................................................  13 3.703.965  3.958.241 
Deferred tax assets  ...........................................................................  20 75.310  94.172 
Long-term notes ...............................................................................   17.091  18.361 
 Total non-current assets  4.292.246  6.173.554 

Inventories  .......................................................................................  14 703.152  630.646 
Trade and other receivables  ..............................................................   15 2.615.545  2.405.527 
Cash and cash equivalents  ................................................................   16 369.577  385.195 
 Total current assets  3.688.274  3.421.368 

 Total assets  7.980.520  9.594.922

Equity:

Share capital  ....................................................................................   396.201  274.956 
Share premium  .................................................................................   1.796.912  1.083.645 
Reserves  ...........................................................................................  17 385.595  1.139.073 
Accumulated deficit ..........................................................................   (172.487) (1.245.013)
 Total equity attributable to equity holders of the Parent Company  2.406.221  1.252.661 
Non-controlling interest  ....................................................................   13.690  11.320 
 Total equity 17 2.419.911  1.263.981 

Liabilities:

Loans and borrowings  ......................................................................  19 2.364.495  1.523.003 
Deferred tax liabilities ........................................................................  20 9.030  3.218 
 Total non-current liabilities  2.373.525  1.526.221 

Loans and borrowings  ......................................................................  19 631.460  4.014.101 
Trade and other payables  ..................................................................  22 2.555.624  2.790.619 
 Total current liabilities  3.187.084  6.804.720 

 Total liabilities  5.560.609  8.330.941 

 Total equity and liabilities  7.980.520  9.594.922 

Consolidated Statement of Financial Position as at 31 December 2010

The notes on pages 35 – 59 are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity for the year 2010

       Total equity

       attributable

      (Accumulated to equity Non-

      deficit) holders of control-

   Share Share  retained the Parent ling Total

   Capital premium Reserves earnings Company interest equity

2009

Equity at 1 January 2009  .........  275.706  1.097.145  464.330  104.820  1.942.001  21.965  1.963.966 

Total recognised loss
 for the year ...........................    675.355  (1.356.506) (681.151) (4.746) (685.897)
Revaluation transferred  ...........    (6.673) 6.673  0   0 
Own shares acquired   ..............  (750) (13.500)   (14.250)  (14.250)
Stock options cost 
 reversed ...............................    (3.729)  (3.729)  (3.729)
Purchase of
 non-controlling interest  ........       (5.899) (5.899)
Own shares with put
 option not exercised  ............    9.790   9.790   9.790 
Equity at 31 December 2009  ...  274.956  1.083.645  1.139.073  ( 1.245.013) 1.252.661  11.320  1.263.981 

2010

Equity at 1 January 2010  .........  274.956 1.083.645 1.139.073  (1.245.013) 1.252.661 11.320  1.263.981 

Total recognised income 
 for the year  .........................    (72.283) 391.831  319.048  2.370  321.418 
Revaluation transferred  ...........    (652.351) 652.351  0   0 
Issue of new shares  .................  120.000  705.872    825.872   825.872 
Trades with own shares  ...........  1.245  7.395    8.640   8.640 
Stock options reversed
 option not exercised  ............    (28.344) 28.344  0   0 
Equity at 31 December 2010  ...  396.201  1.796.912  386.095  ( 172.487) 2.406.221  13.690  2.419.911 

The notes on pages 35 – 59 are an integral part of these consolidated financial statements.



3 4

C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S  N Ý H E R J I  H F  2 0 1 0

Amounts are in ISK thousand

  Notes 2010 2009
Cash flows from operating activities:
Profit (loss) for the year   .................................................................   395.346  ( 1.361.252)
Adjustments for:

Depreciation   ..............................................................................   13 288.690  272.513
Impairment losses on goodwill  ....................................................  13 0  322.281
Effect of bankrupted subsidiary  ...................................................  27 ( 246.187) 0
(Gain) loss on sale of property and equipment  .............................  12 (77.628) 347
Net finance expense  ...................................................................    112.081  667.302
Income tax  .................................................................................  11 45.259  36.949
   517.561  ( 61.860)

Changes in operating assets and liabilities:
Inventories, (increase) decrease .....................................................    (77.676) 9.830 
Trade and other receivables, (increase) decrease  ............................   ( 319.546) 482.125 
Trade and other payables, increase (decrease)  ...............................    77.209  ( 249.095)
 Changes in operating assets and liabilities  ( 320.013) 242.860 

Interest income received   ................................................................   33.662  56.571 
Interest expenses paid   ...................................................................    (152.689) (280.096)
Income tax paid  .............................................................................    ( 2.386) ( 16.222)
 Net cash provided (used in) by operating activities  76.135  ( 58.747)

Cash flows from investing activities:
Investment in property and equipment   ..........................................  12 ( 204.637) (126.513)
Proceeds from the sale of property and equipment   ........................    0 3.018 
Cash and cash equivalents of bankrupted subsidiary  .......................   (5.088) 0 
Acquisition of intangible assets  .......................................................  13 (37.275) (45.469)
Long-term notes, change  ...............................................................    1.270  19.667 
 Net cash used in investing activities  ( 245.730) ( 149.297)

Cash flows from financing activities:
Proceeds from issue of new share capital  ........................................   825.872  0 
Repurchase of own shares   .............................................................   0  (14.250)
Proceeds from sale of own shares   ..................................................   8.640  0 
Repayment of long-term of borrowings   .........................................   ( 644.000) (72.717)
Loans and borrowings, increase    ....................................................   ( 10.571) 191.220 
 Net cash provided by financing activities  179.941  104.253 

Increase (decrease) in cash and cash equivalents  .......................    10.346  ( 103.791)

Effect of exchange rate fluctuations on cash held  .....................   ( 25.964) 21.296 

Cash and cash equivalents at beginning of the year  .................   385.195  467.690 

Cash and cash equivalents at the end of the year  .....................  16 369.577  385.195 

Investing and financing activities not affecting cash flows:
Proceeds from the sale of property  .................................................   1.650.000  0 
Repayment of long-term borrowings  ..............................................   ( 1.650.000) 0 
Assets other than cash and cash equivalents of bankrupted subsidiary ..   (6.119) 0 
Liabilities of bankrupt subsidiary  .....................................................   257.394  0 

Consolidated Statement of Cash Flows for the year 2010

The notes on pages 35 – 59 are an integral part of these consolidated financial statements.
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N O T E S

Notes

1. Reporting entity 

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 

2010 comprise the Company and its subsidiaries, together referred to as the “Group” and individually as “Group entities”.

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.

2. Basis of preparation

a. Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards 

(IFRSs) as adopted by EU.

The financial statements were approved by the Board of Directors on 28 January 2011.

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.

c. Functional and presentation currency

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. 

d. Use of estimates and judgements

The preparation of financial statements in conformity with IFRSs requires management to make judgements, estimates and 

assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and 

expenses. Actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised 

in the period in which the 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.

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.

3. Significant accounting policies

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.

a. Basis of consolidation

(i) Subsidiaries

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.
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a. Basis of consolidation, contd.:

(ii) Transactions eliminated on consolidation

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.

b. Foreign currency

(i) Foreign currency transactions

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.

(ii) Foreign subsidiaries 

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.

c. Financial instruments

(i) Non-derivative financial instruments

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.

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.

Financial assets at fair value through profit or loss

An instrument is classified at fair value through profit or loss if it is held for trading or is designated as such upon initial 

recognition. Financial instruments are designated at fair value through profit or loss if the 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.

Loans and receivables

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.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with original maturities of three months or less.

Other financial instruments

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

impairment losses.

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

(ii) Derivative financial instruments

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. 
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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.

(iii) Share capital

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.

Repurchase of share capital (treasury shares)

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.

Sale of own shares with put option

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. There were no 

outstanding put options at the end of year 2010.

d. Property and equipment

(i) Recognition and measurement

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. 

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

property and equipment.

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.

(ii) Subsequent costs

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.

(iii) Depreciation

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:

Buildings  .................................................................................................................. 50 - 75 years

Equipment, fixtures and fittings.................................................................................. 4-7 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate. 
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e. Intangible assets

(i) Goodwill

Goodwill arises on the acquisition of subsidiaries.

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 acquire. When the excess is negative (negative goodwill), it is recognised 

immediately as income in profit or loss.

(ii) Subsequent measurement

Goodwill is measured at cost less accumulated impairment losses. 

(iii) Other intangible assets

Other intangible assets that have finite useful lives are divided to software and business relationships, and 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.

f. Leases

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified as finance 

leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its fair value and the 

present value of the minimum lease payment. Subsequent to initial recognition, the asset is accounted for in accordance 

with the accounting policy applicable to that asset.

Other leases are operating leases and are not recognised in the Group´s statement of financial position.

g. Inventories

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.

h. Impairment 

Financial assets

A financial asset, not carried at fair value through profit or loss, is assessed at each reporting date to determine whether 

there is any objective evidence that it is impaired. A financial asset is considered to be impaired if objective evidence 

indicates that one or more events have had a negative effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial 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.

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. 

Non-financial assets

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 least each reporting date.

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. 
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An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its estimated 

recoverable amount. A cash generating unit is the smallest identifiable group of 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.

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.

i. Employee benefits

(i) Defined contribution plans

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. 

(ii) Share-based payment transactions

The grant date fair value of options granted to employees is recognised as an employee expense, with a corresponding 

increase in equity, over the period 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 vest.

j. Provisions

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.

(i) Warranties

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.

k. Revenue

(i) Goods and services sold

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.

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.

(ii) Operating lease income

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

l. Lease payments

(i) Operating leases 

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

(ii) Finance leases

Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction of 

the outstanding liability. The finance expense is allocated to each period during the lease term so as to produce a constant 

periodic rate of interest on the remaining balance of the liability.
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m. Finance income and expenses

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. 

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.

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

n. Income tax

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.

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. 

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.

o. Earnings per share

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.

p. Segment reporting

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. 

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

on a reasonable basis.

Segment capital expenditure is the total cost incurred during the period to acquire property and equipment, and intangible 

assets other than goodwill. 

Inter-segment pricing is determined on an arm’s length basis.
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q. New standards and interpretations not yet adopted

The Group has applied all International Financial Reporting Standards, amendments to standards and interpretations 

that the EU has adopted at year-end 2010 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 2010, but can be 

adopted earlier. The effect on the consolidated financial statements of the Group has not been evaluated.

4. Determination of fair values

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.

(i) Property and equipment

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.

(ii) Intangible assets

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

(iii) Long-term notes

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.

(iv) Inventories

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.

(v) Trade and other receivables

The fair value of trade and other receivables, which is determined for disclosure purposes, is estimated as the present value 

of future cash flows, discounted at the market rate of interest at the reporting date.

(vi) Non-derivative financial liabilities

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. 

(vii) Share-based payment transactions

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.

5. Financial risk management

Overview

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

 credit risk

 liquidity risk

 market risk  

 operational risk.

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.
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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.

Credit 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.

Trade and other receivables

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 15% (2009: 22%) 

of the Group’s revenue is attributable to sales transactions with its five biggest customers. 

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.

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.

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 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.

Guarantees 

The Group’s policy is to provide financial guarantees only to its subsidiaries. At 31 December 2010 guarantees amounted to 

ISK 288 million (2009: ISK 470 million). The Group has also guaranteed loans to two of its managing directors, the loans are 

amounting to ISK 65 million.

Liquidity risk

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.

The Group maintains lines of credit with two Icelandic commercial banks.  The credit lines amount for up to ISK 397 million 

(2009: ISK 175 million).

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will 

affect the 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.
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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), Danish krona (DKK) and Swedish krona 

(SEK). The currencies in which these transactions primarily are denominated are euro (EUR), DKK and SEK.

Normally the Group does not hedge its estimated foreign currency exposure, but certain big transactions are hedged with 

forward exchange contracts for short periods.

The Group´s borrowings denominated in foreign currencies, especially in euro, DKK and SEK, proposes currency risk which is 

not hedged.

The borrowings in Danish krona are all in Danish subsidiaries and mostly due to investments in the subsidiary Applicon A/S.

Interest rate risk

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

Other market price risk

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.

Operational risk

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 behavior. 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 operational 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. 

Capital management

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 and 2010.

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.

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.

6. Segment reporting

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

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

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

  related lated services,

2010  services consultancy Eliminations Consolidated

Sales to external customers  ............................. 9.465.892  4.811.115  0  14.277.007 

Inter-segment revenue  .................................... 484.934  215.139  (700.073) 0 

Total segment revenue  .................................... 9.950.826  5.026.254  (700.073) 14.277.007 

Segment expenses  .......................................... (9.589.988) (4.869.531) 700.073  (13.759.446)

Segment result (EBITDA)  ................................. 360.838  156.723   517.561 

Depreciation  ................................................... (243.383) (45.307)  (288.690)

Gain on sale of property and equipment  .........    77.628 

Effect of bankrupted subsidiary  .......................    246.187 

Finance income  ...............................................    325.016 

Finance expenses  ............................................    (437.097)

Income tax ......................................................    (45.259)

Profit for the year  ...........................................    395.346 

Foreign currency translation

    differences for foreign operations  ...............    (73.928)

Total comprehensive income for the year  .........    321.418 

Segment assets  ............................................... 4.455.359  3.525.161  0  7.980.520 

Total assets  ..................................................... 4.455.359  3.525.161  0  7.980.520 

Segment liabilities  ........................................... 2.245.856  3.314.753  0  5.560.609 

Total liabilities  ................................................. 2.245.856  3.314.753  0  5.560.609  

Capital expenditure ......................................... 241.912  0  0  241.912 

2009

Sales to external customers  ............................. 9.311.261  5.035.282   14.346.543 

Inter-segment revenue  .................................... 507.557  406.639  (914.196) 0 

Total segment revenue  .................................... 9.818.818  5.441.921  (914.196) 14.346.543 

Segment expenses  .......................................... (9.613.182) (5.709.764) 914.196  (14.408.750)

Segment result (EBITDA)  ................................. 205.636  (267.843)  (62.207)

Depreciation  ................................................... (187.321) (85.192)  (272.513)

Impairment losses of goodwill  ......................... (288.152) (34.129)  (322.281)

Finance income  ...............................................    56.571 

Finance expenses  ............................................    (723.873)

Income tax ......................................................    (36.949)

Loss for the year  .............................................    (1.361.252)

Foreign currency translation

    differences for foreign operations  ...............    8.100 

Revaluation of buildings  ..................................    813.726 

Income tax on revaluation of buildings  ............    (146.471)

Total comprehensive loss for the year  ..............    (685.897)

Segment assets  ............................................... 5.589.535  4.005.387  0  9.594.922 

Total assets  ..................................................... 5.589.535  4.005.387  0  9.594.922 

Segment liabilities  ........................................... 4.339.767  3.991.174  0  8.330.941 

Total liabilities  ................................................. 4.339.767  3.991.174  0  8.330.941 

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

Business segments
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Geographical segments

   Other

2010  Iceland countries Total

Sales to external customers  ............................................................. 10.036.519 4.240.488 14.277.007

Segment assets  ............................................................................... 4.923.429 3.057.09 17.980.520

Capital expenditure ......................................................................... 202.950 1.687 204.637

2009

Sales to external customers  ............................................................. 9.861.503 4.485.040 14.346.543

Segment assets  ............................................................................... 6.210.653 3.384.269 9.594.922

Capital expenditure ......................................................................... 149.808 44.227 194.035

7. Sales of goods and services and other income

Sales of goods and services are specified as follows:    2010 2009

Sales of goods  .................................................................................................   6.175.621 5.840.693

Sales of services  ...............................................................................................   8.085.563 8.491.668

Total sales of goods and services  ......................................................................   14.261.184 14.332.361

8. Salary and salary-related expenses

Salary and salary-related expenses are specified as follows:

Salary  ...............................................................................................................   4.821.486 5.225.713

Contributions to defined contribution plans  ......................................................   431.954 470.314

Other salary-related expenses  ............................................................................   335.964 388.147

Equity-settled share-based payment transactions  ...............................................   0  (3.729)

Total salary and salary-related expenses  .............................................................   5.589.404 6.080.445

Average number of employees  ..........................................................................   587  641 

Positions at the end of the year  .........................................................................   546  607 

9. Auditors´ fees

Auditors´ fees are specified as follows:

Audit of the financial statements .......................................................................   16.153 15.083

Review of interim financial statements  ..............................................................   3.482 0

Other services  ...................................................................................................   11.095 15.411

Total auditors´ fees  ............................................................................................   30.730 30.494

Thereof remuneration to others than KPMG in Iceland  .......................................   9.226 8.303

10. Finance income and expense

Finance income are specified as follows:

Interest income on bank deposits  ......................................................................   23.958  41.487 

Interest income on receivables and long-term notes  ...........................................   9.498  14.241 

Dividend income  ...............................................................................................   206  843 

Principal corrections  ..........................................................................................   134.941  0 

Net currency gain ..............................................................................................   156.413  0 

Total finance income  .........................................................................................   325.016  56.571 

Finance expenses are specified as follows:

Interest expense  ..............................................................................................   (437.097) (499.763)

Net currency loss  .............................................................................................   0 (224.110)

Total finance expenses  .....................................................................................   ( 437.097) ( 723.873)

Net finance expense  ........................................................................................   ( 112.081) ( 667.302)
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11. Income tax

The Group’s effective income tax ratio during the year was 10,3% (2009: negative by 2,8%)

In December 2010, the Icelandic Parliament agreed to increase the income tax ratio from 18% to 20% as of 1 January 2011 

and the change is effective for 2012 tax assessment. Therefore, the deferred tax assets has increased by ISK 2 million as at 

31 December 2010. The effect is recognized as income in the Company’s profit or loss.

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

   2010 2009

Current tax

Current period  ..................................................................................................   17.483  0 

Deferred tax

Origination and reversal of temporary differences  ..............................................   29.707 (123.926)

Impairment on deferred tax assets  .....................................................................   0   168.648 

Changes in tax rate   ..........................................................................................   (1.931) (7.773)

   27.776  36.949 

Total income tax recognised in profit or loss  ......................................................   45.259  36.949 

Effective tax rate is specified as follows:    2010  2009

Profit (loss) for the year  ...................................  395.346   ( 1.361.252)

Income tax ......................................................  45.259   36.949 

Profit (loss) excluding income tax .....................  440.605   ( 1.324.303)

Income tax using Icelandic corporation tax rate  ... 18,0% 79.309  15.0% ( 198.645)

Changes in tax rate in Iceland  ......................... (0,4%) ( 1.931) 0.6% ( 7.773)

Effect of tax rate in foreign jurisdiction  ............ 1,1% 4.849  1.0% ( 12.853)

Effect of bankrupted subsidiary  ....................... (10,1%) ( 44.314) 0,0% 0 

Impairment losses on goodwill  ........................ 0,0% 0  ( 3.7%) 48.342 

Unrecognised deferred tax assets of subsidiaries .. 1,2% 5.111  ( 14.7%) 195.223 

Other  ............................................................. 0,5% 2.235  ( 1.3%) 12.655 

Effective tax  .................................................... 10,3% 45.259  ( 2.8%) 36.949 

12. Property and equipment

Property and equipment and their depreciation is specified as follows:

   Equipment, 

   fixtures and 

  Buildings fittings Total

Cost and revalued cost

Balance at 1.1.2009  ........................................................................ 1.013.197  1.453.602  2.466.799 

Offsetted accumulated depreciation  ................................................ ( 168.552) 0  ( 168.552)

Revaluation ..................................................................................... 813.726  0  813.726 

Additions during the year  ................................................................  0  148.566  148.566 

Disposals  ........................................................................................ 0 ( 5.148) ( 5.148)

Effect of movements in exchange rates  ........................................... 0  3.428  3.428 

Balance at 31.12.2009  .................................................................... 1.658.371  1.600.448  3.258.819 

Additions during the year  ................................................................ 0  204.637  204.637 

Disposals  ........................................................................................ ( 1.573.191) ( 12.679) ( 1.585.870)

Effect of movements in exchange rates  ...........................................  0  ( 20.971) ( 20.971)

Balance at 31.12.2010  .................................................................... 85.180  1.771.435  1.856.615 
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   Equipment, 

   fixtures and 

  Buildings fittings Total

Depreciation and impairment losses

Balance at 1.1.2009  ........................................................................ 168.552  912.279  1.080.831 

Offsetted accumulated depreciation  ................................................ ( 168.552) 0  ( 168.552)

Depreciation  ................................................................................... 29.694  212.685  242.379 

Disposals  ........................................................................................ 0 ( 2.477) ( 2.477)

Effect of movements in exchange rates  ........................................... 0  3.858  3.858 

Balance at 31.12.2009  .................................................................... 29.694  1.126.345   1.156.039 

Depreciation  ................................................................................... 22.612  225.750  248.362 

Disposals  ........................................................................................ ( 36.277) ( 1.513) ( 37.790)

Effect of movements in exchange rates  ........................................... 0  ( 5.876) ( 5.876)

Balance at 31.12.2010  .................................................................... 16.029  1.344.706  1.360.735 

Carrying amounts

At 1.1.2009  .................................................................................... 844.645  541.323  1.385.968 

At 31.12.2009  ................................................................................ 1.628.677  474.103  2.102.780 

At 31.12.2010  ................................................................................ 69.151 426.729  495.880 

Depreciation ratios  .......................................................................... 1,3-2% 15 - 25%

Revaluation

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. Revaluation in the amount of ISK 803 million is due to the real estate at Borgartún 37, which was sold at year 

end 2010. Sales profit due to the sale in the amount of ISK 78 million was recognised in the profit or loss.

Leased assets

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 2010 the net carrying amount of leased equipment was ISK 19 million and ISK 0 

million at 31 December 2009.

Insurance value and carrying amounts

Insurance value, official tax valuation and carrying amounts of buildings and land at year-end 2010 were as follows:

Insurance value of buildings  ......................................................................................................................   74.072 

Official tax valuation of buildings and land  ................................................................................................   37.722 

Carrying value of buildings and land  .........................................................................................................   69.151 

Mortgages and guarantees

There are no mortgages and guarantees on remaining debt against the Group´s assets at year end 2010 (2009: ISK 1,267 

million). 
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13. Intangible assets

Intangible assets, amortisation and impairment losses are specified as follows:

   Other

   intangible

  Goodwill assets Total

Cost

Balance at 1.1.2009  ........................................................................ 4.002.858  264.456  4.267.314 

Additions during the year  ................................................................ 0  45.469  45.469 

Effect of movements in exchange rates   .......................................... 108.888  5.644  114.532 

Balance at 31.12.2009  .................................................................... 4.111.746  315.569  4.427.315 

Additions during the year  ................................................................ 0  37.275  37.275 

Effect of movements in exchange rates   .......................................... ( 242.370) ( 10.179) ( 252.549)

Balance at 31.12.2010  .................................................................... 3.869.376  342.665  4.212.041 

Amortisation and impairment losses

Balance at 1.1.2009  ........................................................................ 111.390  5.269  116.659 

Amortisation  ................................................................................... 0  30.134  30.134 

Impairment losses  ........................................................................... 322.281  0  322.281 

Balance at 31.12.2009  .................................................................... 433.671  35.403  469.074 

Amortisation  ................................................................................... 0  40.328  40.328 

Effect of movements in exchange rates   .......................................... 0  ( 1.326) ( 1.326)

Balance at 31.12.2010  .................................................................... 433.671  74.405  508.076 

Carrying amounts

At 1.1.2009  .................................................................................... 3.891.468  259.187  4.150.655 

At 31.12.2009  ................................................................................ 3.678.075  280.166  3.958.241 

At 31.12.2010  ................................................................................ 3.435.705  268.260  3.703.965 

Depreciation ratios  ..........................................................................  10 - 50%

Depreciation and amortisation are specified as follows:   2010 2009

Depreciation of property and equipment, note 12  .................................................  248.362  242.379

Amortisation of intangible assets ...........................................................................  40.328  30.134 

Depreciation and amortisation in profit or loss  .......................................................  288.690  272.513 

Impairment testing

At year-end 2010 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.

The aggregate carrying amount of goodwill allocated to each segment are as follows:

   2010 2009

Goods and related services  ....................................................................................  1.127.528  1.138.189 

Software, related services and consultancy  ............................................................  2.308.177  2.539.886 

Total goodwill  .......................................................................................................  3.435.705  3.678.075 
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The recoverable amounts for cash generating units are based on their value in use. Value in use was determined by 

discounting the future cash flows generated from the continuing use of the units. Cash flows were projected based on 

actual operating result and a 5-year business plan. Cash flows were extrapolated for determining  the residual value using 

a constant growth rate. Operating plans are reviewed and accepted by the Company’s Board of Directors. According to the 

results of the test in year end 2010, goodwill has not been impaired.

Evaluation of the value in use is based on estimates of future development within the IT sector in addition to both internal 

and external information. Following are key presumptions for the evaluation of the utilisation value:

    Software,

   Goods related

   and related service and

   service advice

Future growth rate  ................................................................................................  2,5% 1,8 - 2,5%

The anticipated annual revenue growth rate:

Weighted average 2011  ........................................................................................  ( 1,1%) 0,7%

2012-2015  ...........................................................................................................  2,4 - 3,4% 2,1 - 8,8%

WACC  ..................................................................................................................  7,9 - 10,7% 6,5 - 12,6%

Debt leverage  .......................................................................................................  14,5% 11,0%

Interest rate  ..........................................................................................................  4,9 - 7,3% 4,9 - 7,3%

Changes in key assumptions would have the following impact on the carrying amount of goodwill:

WACC  + 1,0%  ....................................................................................................  (27.194) (23.291)

EBITDA  - 10,0%  ..................................................................................................  (80.111) (22.577)

14. Inventories

Inventories are specified as follows:   2010 2009

Inventories in shops and warehouse  ......................................................................   628.922  573.656 

Work in process  ....................................................................................................  23.324  6.284 

   652.246  579.940 

Spare parts  ...........................................................................................................  50.906  50.706 

Total inventories  ....................................................................................................  703.152  630.646 

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

15. Trade and other receivables

Trade and other receivables are specified as follows:

Trade receivables, nominal value ............................................................................  2.572.798  2.360.040 

Allowance for impairments  ...................................................................................  (171.413) (166.396)

Current maturities of long-term notes  ...................................................................  5.252  7.559 

Other receivables  ..................................................................................................  208.908  204.324 

Total trade and other receivables  ...........................................................................  2.615.545  2.405.527 

The Group´s exposure to credit and currency risks and impairment losses related to trade and other receivables are disclosed 

in note 23.

Trade receivables and inventories amounting to ISK 1,088 million are pledged for loans to the Group.
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16. Cash and cash equivalents

Cash and cash equivalents are specified as follows:   2010 2009

Demand deposits  ..................................................................................................  366.575  381.286 

Cash  .....................................................................................................................  3.002  3.909 

Cash and cash equivalents  ....................................................................................  369.577  385.195 

Deposits on few of the Company’s bank accounts are pledged as collateral for the Company’s borrowings. At year end, 

pledged deposits amounted to ISK 32 million.

17. Equity

(i) Share capital

The Company’s share capital according to its Articles of Association is ISK 400 million. Each share has nominal value of one 

ISK. One vote is attached to each share in the Company.  The company holds treasury shares in the nominal value of ISK 

4 million, recognised as decrease in equity. The company’s share capital was increased by ISK 120 million. The new share 

capital was sold at the rate of 7,0 or the total amount of ISK 840 million. The cost of issuing and selling the share capital 

was ISK 14 million after deducting income tax effect.

(ii) Share premium

 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 arranged 

by the Company.

(iii) Reserves

Accrued cost of put option includes accumulated part of fair value of the put options agreements, that has been charged 

when the employees earned the put options. There were no outstanding put options in the end of 2010 and the amount is 

recorded off the account against deficit.

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.

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.

Reserves are specified as follows:

   Reserve

   for own

   shares sold Share

   with put option Translation Revaluation

   options reserve reserve reserve Total

Balance at 1.1.2009  .........................  (9.790) 32.073  442.047  0  464.330 

Changes during the year  ..................  9.790  (3.729) 8.100  660.582  674.743 

Balance at 31.12.2009  .....................  0  28.344  450.147  660.582  1.139.073 

Changes during the year  ..................  0  (28.344) (72.783) (652.351) (753.478)

Balance at 31.12.2010  .....................  0  0  377.364  8.231  385.595 

Dividend

No dividend was paid to the shareholders of the Parent Company in 2009 and 2010.
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18. Earnings per share

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.

   2010 2009

Profit (loss) attributable to the shareholders of the Parent Company .......................  391.831  (1.356.506)

Shares at the beginning of the year  .......................................................................  274.956  275.706 

Effect of purchased and sold shares  .......................................................................  30.000  ( 500)

Weighted average number of ordinary shares  ........................................................  304.956  275.206 

Earnings (loss) per share  ........................................................................................  1,28  ( 4,93)

Profit (loss) attributable to the shareholders of the Parent Company .......................  391.831  (1.356.506)

Weighted average number of ordinary shares last 12 months  ................................  304.956  275.206 

Effect of share options  ..........................................................................................  0  404 

Weighted average number of ordinary shares last 12 months (diluted)  ...................  304.956  275.610 

Diluted earnings (loss) per share  ............................................................................  1,28  ( 4,92)

 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.

19. 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.

Non-current loans and borrowings are specified as follows:

Loans and borrowings  ...........................................................................................   2.552.029  3.942.130 

Finance lease liabilities  ..........................................................................................   19.024  0 

    2.571.053  3.942.130 

Current maturities of non-current liabilities  ............................................................  ( 206.558) ( 2.164.944)

Overdue maturities  ...............................................................................................  0  ( 254.183)

Total non-current loans and borrowings  ................................................................  2.364.495  1.523.003 

Current loans and borrowings are specified as follows:

Current maturities of non-current liabilities  ............................................................  206.558  2.164.944 

Bank overdrafts  ....................................................................................................  424.902  1.594.974 

Overdue maturities  ...............................................................................................  0  254.183 

Total current loans and borrowings  .......................................................................  631.460  4.014.101 

Total loans and borrowings  ...................................................................................  2.995.955  5.537.104 



5 2

C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S  N Ý H E R J I  H F  2 0 1 0

Amounts are in ISK thousand

Loans and borrowings are specified as follows:

   2010  2009

  Average Carrying Average Carrying

  interest rate amount interest rate amount

Loans in ISK, unindexed  .................................. 8,2% 1.646.803  7.9% 1.974.698 

Loans in DKK  .................................................. 4,9% 814.544  5.5% 1.464.305 

Loans in EUR  ................................................... 4,9% 301.229  2.6% 1.004.070 

Loans in SEK   .................................................. 4,6% 233.379  3.7% 378.767 

Loans in USD  ..................................................  0  1.8% 184.159 

Loans in CHF  ..................................................  0  1.7% 183.652 

Loans in other currencies   ...............................  0  2.4% 347.453 

   2.995.955   5.537.104 

Non-current loans and borrowings are payable as follows:

   2010 2009

Overdue maturities  ...............................................................................................  0  254.183 

Year 2010  .............................................................................................................  -  2.164.944 

Year 2011  .............................................................................................................  206.558  461.022 

Year 2012   ............................................................................................................  206.864  226.258 

Year 2013  .............................................................................................................  205.448  114.048 

Year 2014  .............................................................................................................  1.894.424  114.048 

Year 2015  .............................................................................................................  14.737  - 

Subsequent  ..........................................................................................................  43.022  607.627 

   2.571.053  3.942.130 

The Company’s borrowings from financial institutions are insured with pledges in bank deposits, trade receivables, 

inventories and ownership in specific subsidiaries, see notes 15 and 16.

In October Nýherji hf. entered into an agreement with Arion banki hf. on the one hand and with Íslandsbanki hf. on the 

other, regarding renegotiations on the Company’s long term liabilities, where payment term was extended, a part of the 

loans were converted from foreign currencies to Icelandic kronas and principal was decreased. In order to further decrease 

the Company’s debts Nýherji hf. sold its real estate at Borgartún 37. The sales value of the real estate amounted to ISK 

1,650 million and sales profit amounted amounted to ISK 78 million, which is recognised in the profit or loss.



5 3
Amounts are in ISK thousand

N O T E S

20. Deferred tax assets and liabilities

Deferred tax assets and liabilities is specified as follows:   2010 2009

Deferred tax assets at 1.1.  .....................................................................................  90.954  242.323 

Income tax recognised in profit or loss ...................................................................  (45.259) (36.949)

Income tax payable next year  ................................................................................  17.483  0 

Income tax recognised in equity  ............................................................................  3.532  (146.471)

Effect of movements in exchange rates and other changes  ....................................  (430) 32.051 

Deferred tax assets at 31.12., net  ..........................................................................  66.280  90.954 

Deferred tax assets at 31.12.  .................................................................................  75.310  94.172 

Deferred tax liabilities at 31.12.  .............................................................................  (9.030) (3.218)

   66.280  90.954 

The deferred tax assets and liabilities is attributable to the following items:

2010  Assets Liabilities Net

Property and equipment and deferred taxable capital gain  ............... 9.249  (60.035) (50.786)

Intangible assets  ............................................................................. 1.874  (23.188) (21.314)

Inventories  ...................................................................................... 0  (6.069) (6.069)

Deferred taxable exchange rate  ....................................................... 5.131  (13.347) (8.216)

Trade and other receivables  ............................................................. 23.772  (2.048) 21.724 

Tax loss carry-forwards   ................................................................... 130.941  0  130.941 

Deferred tax assets (liabilities)  .......................................................... 170.967  ( 104.687) 66.280 

Set-off tax  ...................................................................................... (95.657) 95.657  0 

Deferred tax assets (liabilities)  .......................................................... 75.310  ( 9.030) 66.280 

2009

Property and equipment  ................................................................. 6.019  (129.806) (123.787)

Intangible assets  ............................................................................. 0  (21.409) (21.409)

Deferred taxable exchange rate  ....................................................... 13.548  0  13.548 

Trade and other receivables  ............................................................. 51.032  (3.885) 47.147 

Tax loss carry-forwards   ................................................................... 175.453  0  175.453 

Deferred tax assets (liabilities)  .......................................................... 246.052  ( 155.098) 90.952 

Set-off tax  ...................................................................................... (151.880) 151.880  0 

Deferred tax assets (liabilities)  .......................................................... 94.172  ( 3.218) 90.952 

Deferred tax assets of subsidiaries’ tax loss carry-forwards amounting to ISK 18 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.
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21. Share-based payments

The Group has established a share option program for key management personnel, which 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. The program expired during 2010 and there are no outstanding share 

options at the end of 2010.

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

  2010 2010 2009 2009

Outstanding at 1.1.  ........................................ 14,00  2.100  14,00  2.100 

Exercised during the year  ................................ 14,00  (2.100)  0 

Outstanding at 31.12. ..................................... 14,00  0  14,00  2.100 

There was no share option expenses for the year (2009: Reversed expensed ISK 4 million).

22. Trade and other payables

Trade and other payables are specified as follows:   2010 2009

Trade payables  ......................................................................................................  1.223.314  1.309.095 

Other payables  .....................................................................................................  1.332.310  1.481.524 

Total trade and other payables  ..............................................................................  2.555.624  2.790.619 

23. Financial instruments

Credit risk

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at 

the reporting date was: 

    Carrying amount

  Notes 2010 2009

Long-term notes  .............................................................................  17.091  18.361 

Trade and other receivables  ............................................................. 15 2.615.545  2.405.527 

Cash and cash equivalents  .............................................................. 16 369.577  385.195 

   3.002.213  2.809.083 



5 5
Amounts are in ISK thousand

N O T E S

Credit risk, cont.:

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

   2010 2009

Iceland  .................................................................................................................  1.620.187  1.534.572 

Other countries  .....................................................................................................  781.198  659.072 

   2.401.385  2.193.644 

The Group´s five most significant customers account for ISK 384 million of the trade receivables at year-end (2009: ISK 282 

million). 

Impairment losses

The aging of trade receivables at the reporting date was:

  Gross  Impairment

  2010 2009 2010 2009

Not past due  ................................................... 2.050.630  1.794.271  5.232  0 

Past due 0 - 30 days  ....................................... 196.984  155.917  9.849  7.929 

Past due 31 - 120 days .................................... 145.446  185.226  21.528  23.779 

Past due more than 120 days  .......................... 179.738  224.626  134.804  134.688 

  2.572.798  2.360.040  171.413  166.396 

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

Balance at 1.1.  ......................................................................................................  166.396  111.242 

Impairment losses recognised  ................................................................................  5.017  5.154 

Balance at 31.12.  ..................................................................................................  171.413  166.396 

Liquidity risk

The following are the contractual maturities of financial liabilities, including estimated interest payments:

2010

   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  .......................   2.571.053  3.094.499  374.765  358.100  2.307.890  53.744 

Bank overdrafts  ................................   424.902  424.902  424.902 

Trade and other payables  ..................   2.555.624  2.555.624  2.555.624 

   5.551.579  6.075.025  3.355.291  358.100  2.307.890  53.744 

The largest part of the Company’s long-term loans is payable in the year 2014 and the Company’s Board assumes that an 

agreement will be reached of a new payment term before that time.

2009

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 othe 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 
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Currency risk

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

   EUR DKK SEK USD JPY GBP

2010

Trade receivables  ...............................   86.477  31.617  0  617  0  256 

Loans and borrowings   ......................   ( 301.229) 0  ( 233.379) 0  0  0 

Trade payables  ..................................   ( 179.612) ( 198.244) ( 99) ( 16.641) 0  ( 163)

Gross balance sheet  exposure  ..........   ( 394.364) ( 166.627) ( 233.478) ( 16.024) 0  93 

2009

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)

The following significant exchange rates applied during the year:

  Average rate  Reporting date spot rate

  2010 2009 2010 2009

EUR   ............................................................... 161,890 173,150 153,800 180,380

DKK  ............................................................... 21,887 23,162 20,708 24,252

SEK  ................................................................ 17,105 16,352 17,199 17,566

USD  ................................................................ 122,042 123,888 115,050 125,200

JPY  ................................................................. 1,392 1,328 1,414 1,356

GBP  ................................................................ 190,000 193,284 179,050 202,940

Sensitivity analysis

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 2009. 

   2010 2009

EUR  ......................................................................................................................  39.436  118.394 

DKK  .....................................................................................................................  16.663  66.591 

SEK  ......................................................................................................................  23.348  36.972 

USD  ......................................................................................................................  1.602  20.670 

JPY  .......................................................................................................................  0  10.066 

GBP  ......................................................................................................................  ( 9) 8.657 

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.
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Interest rate risk

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

   Carrying amount 

   2010 2009

Variable rate instruments

Financial liabilities  .................................................................................................  2.995.955  5.537.104 

A change of 100 basis points in interest rates at the reporting date would have increased (decreased) result before income 

tax by ISK 30 million (2009: ISK 55 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 2009. The Group does not account for any fixed 

rate financial assets and liabilities.

Fair value

Fair values versus carrying amounts

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

follows: 

   2010  2009

  Carrying  Carrying

  amount Fair value amount Fair value

Long-term note  .............................................. 17.091  17.091  18.361  18.361 

Trade and other receivables  ............................. 2.615.545  2.615.545  2.405.527  2.405.527 

Cash and cash equivalents  .............................. 369.577  369.577  385.195  385.195 

Loans and borrowings  ..................................... ( 2.552.029) ( 2.568.451) ( 3.942.130) ( 3.871.618)

Finance lease liabilities  .................................... ( 19.024) ( 18.637) 0  0 

Bank overdraft  ................................................ ( 424.902) ( 424.902) ( 1.594.974) ( 1.594.974)

Trade and other payables  ................................ ( 2.555.624) ( 2.555.624) ( 2.790.619) ( 2.790.619)

  ( 2.549.366) ( 2.565.401) ( 5.518.640) ( 5.448.128)

No assets and liabilities are carried at fair value at year-end 2010 and 2009.

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

Interest rates used for determining fair values

The interest rate used to discount estimated cash flows, where applicable, are based on three-month interest rates on 

interbank market at the reporting date plus an 4.0% (2009: 4,0%) credit spread.

24. Operating leases

Leases as lessee

Non-cancellable operating lease rentals are payable as follows:   2010 2009

Less than one year  ................................................................................................  213.074  367.603 

Between one and five years  ..................................................................................  663.181  884.654 

After 5 years  .........................................................................................................  1.636.250  2.682.540 

Total  .....................................................................................................................  2.512.505  3.934.797 

The Group leases real estates and equipment under operating leases. In the end of 2010 the Company sold its property 

at Borgartun 37 and entered at the same time into an operating lease contract for the next 15 years. Non-cancellable 

operating lease rentals, which are not included in the statement of financial position, amount to ISK 2,513 million for the 

next 15 years. 

Lease payments during the year 2010 amounted to ISK 94 million. (2009: ISK 233 million).



5 8

C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S  N Ý H E R J I  H F  2 0 1 0

Amounts are in ISK thousand

25. Related parties

Salaries and benefits of management paid for their work for Group companies, share option agreements and shares in the 

Company are specified as follows: 

   Salaries Share held

   and benefits at year-end

Benedikt Jóhannesson, Chairman of the Board  ......................................................  2.550  18.566 

Árni Vilhjálmsson, Vice-Chairman of the Board  ......................................................  850  3.400 

Guðmundur J. Jónsson, Board Member  .................................................................  850  5.475 

Jafet S. Ólafsson, alternative Board Member  ..........................................................  819  213 

Þórður Sverrisson, CEO  .........................................................................................  21.928  9.159 

Kristinn Þór Geirsson, Deputy CEO  ........................................................................  15.763  0 

Friðrik Þór Snorrason, Managing Director of Skyggnir ehf  ......................................  12.000  0 

Henrik R. Möller, Managing director of Applicon A/S  .............................................  28.253  0 

Other managers, i.e. managers of main divisions and subsidiaries, a total of 6 managers, received salaries and salary related 

payments amounting to ISK 84 million. Their share amounted to 237 thousand shares at year end. These manager who own 

shares in Nýherji hf. are managers of Nýherji hf, Sense ehf, Applicon ehf, Skyggnir ehf, TM Software Origo ehf and Viðja 

ehf.

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. 

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.

26. Group entities

Subsidiaries at year end numbered 18 and they are: 

  Country of  Ownership interest

  incorporation 2010 2009

Applicon Holding ehf.  ..................................................................... Iceland 98% 98%

  Applicon Consulting Sweden Holding AB  ...................................... Sweden 90% 90%

    Applicon Consulting Sweden AB  ................................................. Sweden 100% 100%

  Applicon ehf.  ................................................................................ Iceland 100% 100%

  Applicon Solutions Ltd.  ................................................................. U.K. 100% 100%

  Nýherji A/S  ................................................................................... Denmark 100% 100%

    Applicon A/S  ............................................................................... Denmark 100% 100%

  Applicon Solutions A/S  .................................................................. Denmark 100% 100%

BITS UAB  ........................................................................................ Lithuania 100% 100%

Dansupport A/S  .............................................................................. Denmark 100% 100%

eMR ehf.  ........................................................................................ Iceland 100% 100%

Klak ehf.  ......................................................................................... Iceland 79% 79%

Sense ehf.  ...................................................................................... Iceland 100% 100%

Simdex ehf.  .................................................................................... Iceland 100% 100%

Skyggnir ehf.  .................................................................................. Iceland 100% 100%

TM Software Origo ehf.  .................................................................. Iceland 100% 100%

Viðja viðskiptaumsjón ehf.  .............................................................. Iceland 100% 100%

Vigor ehf.  ....................................................................................... Iceland 100% 100%
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27. Bankrupted subsidiary

In March 2010, Roka ehf, a subsidiary of Nýherji, was declared bankrupt in district court. The case was appealed to the 

Supreme Court, which confirmed the ruling in May.

Roka ehf’s statement of income for the first quarter of 2010 is a part af the consolidated statement of comprehensive 

income for the year 2010. Since Nýherji hf. bought Roka ehf in 2008, the company has recorded their share in the profit 

or loss and equity (which was negative when Roka was declared bankrupt) to the Group’s accounts. As the Group does 

not have legal custody over Roka ehf. anylonger, the assets and liabilities were recorded out of the Group’s accounts at 31 

March 2010. This leads to ISK 246 million revenue recognition in the Group’s Consolidated Statement of Comprehensive 

Income, which is recorded under as a specific item. Nýherji has claimed part of Roka ehf’s bankrupt estate. Neither those 

claims nor other possible claims are recorded in the interim financial statement.

28. Subsequent events

In the middle of January, Roka ehf’s bankrupt estate filed a suit against Nýherji hf. to revoke Nýherji hf´s allocation of assets 

according to a contract when Nýherji took over the operation of Skyggnir hf, TM Software Origo ehf, eMR ehf, Vigor ehf, 

Viðja viðskiptaumsjón ehf, TM Software ITP ehf and Theriak Medication Management ehf, from Roka ehf. (previously known 

as TM Software ehf). At the same time, Nýherji acquired properties and liquity funds from the subsidiary. Furthermore, the 

bankrupt estate demands that Nýherji pay indemnity. 

Nýherji hf. objects the demands of the bankrupt estate and concludes that equality was preserved and that the correct 

price was paid for the assets. Nýherji hf. will therefore object to the demands of the estate. Nýherji hf. has considerable 

claims against Roka ehf., which were declared against the company during the bankruptcy proceedings, see note 27. 

Uncertainty prevails over the approval of claims against the bankrupt estate but should the Court approve the demand for 

indemnification by the bankrupt estate, the possible indemnity will presumably revert back to Nýherji hf. This will decrease 

the financial risk of the bankrupt estate’s proceedings. Nothing is recorded to the annual accounts in respect of this matter.

29. Financial ratios

Financial ratios for the consolidated financial statements:

   2010 2009

Income Statement:

Inventory turnover - Cost of goods sold / Inventory at period end  .............................   7,4 7,7

Receivables turnover - Receivables at period end / Sales of goods and services  ..........   46 53

Salary and salary related expenses / Sales of goods and services  ................................   39,2% 42,4%

Other operating expenses / Sales of goods and services  ............................................   11,3% 13,8%

Profit (loss) for the year / Sales of goods and services  ................................................   2,8% ( 9,5%)

   31.12.2010 31.12.2009

Statement of Financial Position:

Current ratio  ............................................................................................................   1,16 0,50

Equity ratio  ..............................................................................................................   30,3% 13,2%

Market value of the Company  ..................................................................................   2.773.407 2.749.560

Changes in price per share  .......................................................................................   ( 30,0%) ( 50,0%)

Price per share ..........................................................................................................   7,00 10,00
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Unaudited financial information

Quarterly Statements

Summary of the Group´s results by quarters:

   Q1 Q2 Q3 Q4 Total

2010

Sales of goods and services . ...........................   3.508.965  3.529.521  3.234.284  3.988.414  14.261.184 

Cost of goods sold and cost of sold services  ...   ( 1.501.775) ( 1.575.069) ( 1.521.173) ( 1.956.206) (6.554.223)

Gross profit  ..................................................   2.007.190  1.954.452  1.713.111  2.032.208  7.706.961 

Other income  ................................................   3.535  4.495  4.187  3.606  15.823 

Salary and salary-related expenses  ..................   (1.512.639) (1.462.348) (1.187.414) (1.427.003) (5.589.404)

Other operating expenses  ..............................   (463.134) (373.724) (360.759) (418.202) (1.615.819)

Depreciation  ..................................................   ( 66.064) ( 76.147) ( 73.299) ( 73.180) ( 288.690)

Operating profit  ..........................................   (31.112) 46.728  95.826  117.429  228.871 

Gain on sale of property and equipment  ........   0  0  0  77.628  77.628 

Effect of bankrupted subsidiary  ......................   0  246.187  0  0  246.187 

Profit before finance

   income and finance expense ....................   ( 31.112) 292.915  95.826  195.057  552.686 

Finance income  ..............................................   42.300  125.256  18.045  139.415  325.016 

Finance expenses  ...........................................   ( 120.110) ( 124.938) ( 91.285) ( 100.764) (437.097)

Net finance expense  ....................................   ( 77.810) 318  ( 73.240) 38.651  ( 112.081)

Profit before income tax  .............................   (108.922) 293.233  22.586  233.708  440.605 

Income tax .....................................................   6.819  ( 8.288) 4.183  ( 47.973) (45.259)

Profit for the period ....................................   ( 102.103) 284.945  26.769  185.735  395.346 

Other comprehensive income:

  Foreign currency translation

    diffr. for foreign operations  ........................   ( 28.333) ( 54.173) 4.836  3.742  ( 73.928)

  Other comprehensive loss  .........................   ( 28.333) ( 54.173) 4.836  3.742  ( 73.928)

Total comprehensive (loss) income  .............   (130.436) (230.772) 31.605  189.477  321.418 

EBITDA  ..........................................................   34.952  122.875  169.125  190.609  517.561 
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   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: 

  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)

 

Unaudited financial information



6 2

C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S  N Ý H E R J I  H F  2 0 1 0

Amounts are in ISK thousand

5 year overview

   2010 2009 2008 2007 2006

Sales of goods and services  ......................................   14.261.184 14.332.361 14.912.611 11.301.427 8.646.123

Cost of goods sold and cost of sold services  ..............   ( 6.554.223) ( 6.355.377) ( 6.820.197) ( 6.317.906) ( 4.859.093)

Gross profit  ............................................................   7.706.961  7.976.984  8.092.414  4.983.521 3.787.030

Other income   ..........................................................   15.823 14.182 23.256 53.761 38.703

Salary and salary-related expenses  ............................   ( 5.589.404) ( 6.080.445) ( 5.952.442) ( 3.294.902) ( 2.407.707)

Other operating expenses  .........................................   ( 1.615.819) ( 1.972.928) ( 1.854.161) ( 1.036.391) ( 735.553)

Depreciation   ...........................................................   ( 288.690) ( 272.513) ( 250.337) ( 105.801) ( 98.831)

Impairment losses on goodwill  ..................................   0  ( 322.281) 0 0 0

Operating profit (loss)  ...........................................   228.871  ( 657.001) 58.730 600.188 583.642

Gain on sale of preperty and equipment  ...................   77.628  0  0 0 0

Effect of bankrupted subsidiary  ................................   246.187  0  0 0 0

Profit (loss) before finance income and 

     finance expense  ................................................   552.686  ( 657.001) 58.730  600.188  583.642 

Net finance expense   ................................................   ( 112.081) ( 667.302) ( 1.480.169) ( 91.783) ( 178.532)

Profit (loss) before income tax  ..............................   440.605  ( 1.324.303) ( 1.421.439) 508.405  405.110 

Income tax  ...............................................................   ( 45.259) ( 36.949) 220.427  ( 88.475) ( 99.484)

Profit (loss) for the year  ........................................   395.346  ( 1.361.252) ( 1.201.012) 419.930  305.626 

Other comprehensive income:

Foreign currency translation diffrences 

     for foreign operations  .........................................   ( 73.928) 8.100  429.527  ( 3.989) 34.606 

Revaluation of buildings  ...........................................   0  813.726  0  0  0 

Income tax on revaluation of buildings  ......................   0  ( 146.471) 0  0  0 

Other comprehensive (loss) income for the year ..   ( 73.928) 675.355  429.527  ( 3.989) 34.606 

Total comprehensive profit (loss) for the year  .....   321.418  ( 685.897) ( 771.485) 415.941  340.232 

EBITDA .....................................................................   517.561  ( 62.207) 309.067 705.989 682.473

Consolidated Statement of 

     Financial Position:   31.12.2010 31.12.2009 31.12.2008 31.12.2007 31.12.2006

Assets:

Non-current assets  ...................................................   4.292.246 6.173.554 5.816.974 2.363.717 2.052.045

Current assets  ..........................................................   3.688.274 3.421.368 4.313.033 3.297.573 2.496.215

Total assets ...............................................................   7.980.520 9.594.922 10.130.007 5.661.290 4.548.260

Equity and liabilities:

Equity  ......................................................................   2.419.911 1.263.981 1.963.966 1.763.961 1.397.039

Deferred tax liabilities  ...............................................   9.030 3.218 0 70.104 61.923

Non-current liabilities  ...............................................   2.364.495 1.523.003 2.669.106 1.110.529 1.278.952

Current liabilities  ......................................................   3.187.084 6.804.720 5.496.935 2.716.696 1.810.346

Total equity and liabilities ..........................................   7.980.520 9.594.922 10.130.007 5.661.290 4.548.260

Statement of cash flows:

Net cash provided by (used in) operating activities .....   76.135  ( 58.747) 79.380 156.370 185.882

Financial ratios:

Current ratio  ............................................................   1,16 0,50 0,78 1,21 1,38

Equity ratio  ..............................................................   30,3% 13,2% 19,4% 31,2% 30,7%
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