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Important notice 

This information memorandum (the “Information Memorandum”) has been prepared in 
connection with P/f Bakkafrost’s (“Bakkafrost” or the Company”) acquisition of all the 
outstanding shares in P/f Havsbrún (“Havsbrún”) (the “Transaction”).  

For the definitions of terms used throughout this Information Memorandum, including the 
preceding pages, see Section 11 (Definitions). 

No shares or other securities are being offered or sold in any jurisdiction 
pursuant to this Information Memorandum.  

This Information Memorandum has been submitted to Oslo Stock Exchange for inspection 
and approval before it was published in accordance with Section 3.5 of the Oslo Stock 
Exchange’s Continuing Obligations. This Information Memorandum is not a prospectus 
and has neither been inspected nor approved by the Oslo Stock Exchange, the Norwegian 
Financial Supervisory Authority or any other body in Norway or any other jurisdiction in 
accordance with the rules that apply to prospectuses. This Information Memorandum has 
been prepared in an English version only. 

All inquiries to this Information Memorandum must be directed to Bakkafrost. No other 
person is authorised to give any information about, or make any representation on behalf 
of, Bakkafrost in connection with the Transaction. If any such information is given or 
made, it must not be relied upon as having been authorised by Bakkafrost. The 
information contained herein is as at the date hereof and is subject to change, 
completion and amendment without further notice. The delivery of this Information 
Memorandum shall not imply that there has been no change in Bakkafrost affairs or that 
the information set forth herein is correct as of any date subsequent to the date hereof.  

The contents of this Information Memorandum are not to be construed as legal, business 
or tax advice. Each reader of this Information Memorandum should consult with its own 
legal, business or tax advisor as to legal, business or tax advice. If you are in any doubt 
about the contents of this Information Memorandum you should consult your 
stockbroker, bank manager, lawyer, accountant or other professional adviser.  

The distribution of this Information Memorandum in certain jurisdictions may be 
restricted by law. Bakkafrost requires persons in possession of this Information 
Memorandum to inform them about, and to observe, any such restrictions.  

Bakkafrost has not registered any of its shares under the United States Securities Act of 
1933, as amended(the “Securities Act”), and its shares may not be offered or sold in the 
United States of America absent registration or an exemption from registration. 
Bakkafrost does not intend to register any of its shares pursuant to the Securities Act. 

Investing in the Company’s shares involves risks. Please see section 1 “Risk 
Factors” below. 
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1. RISK FACTORS  

In addition to the other information set out in this Information Memorandum, the 
following risk factors should be carefully considered when analyzing Bakkafrost and/or 
the Transaction, including the related financing. The risks described below could have a 
material adverse effect on the business, financial condition or results of operations of 
Bakkafrost or, following the Transaction, the Combined Group (and, accordingly, all 
references to Bakkafrost or the Group in this Section shall be construed also as 
references to the Combined Group, unless the context otherwise requires). Accordingly, 
the risks described herein could have a material adverse effect on the trading price of the 
Shares. The information below does not purport to be exhaustive. Additional risks and 
uncertainties not presently known to the Company or that the Company currently deems 
immaterial may also have a material adverse effect on the business, financial conditions 
or results of operations of Bakkafrost or, following the Transaction, the Combined Group. 

1.1 Risks relating to Bakkafrost 

1.1.1 Prices of Salmon 

The Company’s financial position and future development depend to a considerable 
extent on the price of farmed salmon, which has historically been subject to substantial 
fluctuations. Farmed salmon is a commodity, and it is therefore reasonable to assume 
that the market price will continue to follow a cyclical pattern. The balance between the 
total supply and demand for farmed salmon is a key parameter. Overproduction may 
cause prices to decline, as was the case in 2001 – 2003. This could in turn have a 
significant impact on the Company’s profitability and liquidity. 

1.1.2 Price of fish feed 

Feed costs account for a significant proportion of total production costs within the salmon 
farming sector (above 60% of total production costs at cage in the financial accounts for 
2010), and fluctuations in feed prices could therefore have a major impact on profitability 
within the industry. Feed prices are affected both by the global market for fishmeal and 
marine/vegetable oils, and the feed industry is dominated by a small number of large, 
global producers. 

Natural limitations in the marine resource base could lead to global shortages of fish 
meal and oil for fish feed production. The feed producers have, however, come a long 
way in their efforts to replace some of the marine-based input factors with vegetable raw 
materials. 

Prices for fishmeal and fish oil have been high during year end 2010 and the beginning of 
2011, pushed up by strong global demand for fishmeal and fish oil as a main ingredient 
in the production of fish feed, mainly driven by increased health consciousness of 
consumers, which have led to increased demand for seafood products. The prices have 
been reduced during latest weeks. 

1.1.3 Operational risks 

The rate at which farmed salmon grows depends, among other things, on weather 
conditions. Unexpected warm or cold temperatures can have a significant negative 
impact on growth rates and feed consumption. The Company operates at sea under 
sometimes challenging conditions. This can result in incidents or necessary measures 
that can have significant cost implications, i.e. unexpected maintenance/repairs or 
escaped fish. The Company is continually working on reducing risks using experience 
with equipment, location and operational organization. Bakkafrost’s facilities are located 
in areas where the weather conditions are well known and the facilities well secured, 
though other weather conditions, such as storms or floods, could also lead to unexpected 
losses at facilities. Although the Company does not tolerate the escape of farmed salmon, 
there is always a risk that escapes will occur, in which case the Company’s business 
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could be materially adversely affected, directly through loss of farmed salmon and 
indirectly through spread of diseases, governmental sanctions, negative publicity, or 
other indirect effects. Procedures and new technological solutions in this respect are 
constantly monitored. 

Although operational risk is to a certain extent reflected in budgets by means of 
estimates for mortality and the percentage of fish whose quality is down-graded in 
connection with primary processing, such risks might, if occurring, materially affect the 
Company results and financial condition. The Company’s operations can also be 
materially impacted by what is classified as normal operating risks, i.e. quality from 
suppliers and sub-suppliers, etc  

The salmon farming industry is associated with a high level of biological risk, and the 
Company aims to reduce that risk through the entire production cycle by means of 
systematic group-wide bio security auditing. The Company’s production facilities are 
located within a relatively small geographical area limited to the Faroe Islands – and 
accordingly some operational risk, if occurring, can affect the Company strongly (i.e. 
weather conditions, some diseases, etc.) 

1.1.4 Retention of key personnel 

The Company’s business and prospects depend to a significant extent on the continued 
services of its key personnel in its various business areas. Financial difficulties and other 
factors could negatively impact the Company’s ability to retain key employees. The loss 
of any of the members of its senior management or other key personnel or the inability 
to attract a sufficient number of qualified employees could adversely affect its business 
and results of operations. 

1.1.5 Production related disorders 

As the aquaculture industry has evolved and developed, the biological limits for how fast 
fish can grow have also been challenged. As with all other forms of intensive food 
production, a number of production-related disorders arise, i.e. disorders caused by 
intensive farming methods. As a rule, such disorders appear infrequently, but certain 
populations can be severely affected. The most important production-related disorders 
relate to physical deformities and cataracts. These invariably cause financial loss by way 
of reduced growth and inferior health, reduced quality on harvesting and damage the 
industry’s reputation. Research has shown that deformities can be caused by: 

Excessively high temperatures during the fish’s early life 

Too little phosphorous in the diet 

Light management to speed up the rate of growth, particularly in combination with too 
little phosphorous in the diet 

Acidic water, as well as too much carbon dioxide in the water during the freshwater 
phase 

Exceedingly rapid growth in the freshwater phase is unnatural for the salmon. In the 
marine phase salmon has evolved to grow rapidly. However, growth should ideally be 
steadily incremental, allowing all tissue types to develop in parallel. 

1.1.6 Disease 

Operation of fish farming facilities involves considerable risk with regard to disease. In 
the case of an outbreak of disease, the farmer will, in addition to the direct loss of fish, 
incur substantial costs in the form of premature harvesting, loss of quality of harvested 
fish and subsequent periodic reduced production capacity. Salmon farming has 
historically been through several periods with extensive disease problems. Common for 
all of these is that a solution has been found through breeding, better operating routines, 
increased know-how regarding the fish’s biological requirements and the development of 
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effective vaccines. During the 1990’s the health situation in Faroese salmon farming 
improved dramatically. For example, the development of effective vaccines against the 
most important bacterial diseases, as well as generally better operating routines, have 
led to a reduction in antibiotic use in the Faroe Islands.  

The economic importance of disease is measured in the form of mortality percentages 
(mortality), reduced growth or reduced quality on the end product. In addition, disease 
entails suffering for the fish. The percentage of loss per generation varies; both between 
generations and producing countries/regions, but an average for the industry would be 
around 8-15 % per generation. Over half of this is fish that is taken out of the sea before 
it reaches 500g, with correspondingly limited costs associated with it. Farmed salmon are 
particularly vulnerable when they are released into the sea. The rapid change from 
freshwater to the full salinity of seawater exposes the smolts for osmotic stress, in 
addition to other stressors such as handling, pumping and transportation. The production 
of a high quality smolt depends on a thorough control of the freshwater quality and the 
smoltification process. A high level of bio security measures in addition to good 
management practices and selection of good production sites and technology is an 
important factor to obtain good growth and improve health. 

Below is a description of the most common diseases affecting the aquaculture industry in 
the Faroe Islands, and some important diseases in our neighbouring countries and 
thereby posing a risk for spreading to the Faroe Islands: 

1.1.6.1 ISA (infectious salmon anaemia) 

ISA is historically the disease with the biggest negative impact on the aquaculture 
industry in the Faroe Islands at all. The virus was first discovered in Norway in 1984, and 
led to substantial losses of fish in and around 1990. The virus caused severe problems in 
Scotland, the east coast of Canada and the USA before it was discovered in the Faroe 
Islands in early 2000 and more recently discovered in Chile.  

During the 33 outbreak in the ISA-epidemic from March 2000 till June 2005 almost all 
farms and sites were hit by the disease. Even if losses in direct mortality varied from 
farm to farm, the total economic losses were enormous. Enforced slaughtering of fish, 
often below optimal market size, combined with low prices and the destruction of fish 
below marketable size (around 1.2 kg) hit the companies very hard. Following an ISA-
outbreak, the farm had to be fallowed for six month before a new production cycle could 
start up. 

In the Faroe Islands the authorities together with the industry developed a national 
contingency plan including vaccination. The contingency plan was approved by the EU, 
and permission to vaccinate against ISA given thereby. The vaccination programme as 
outlined in the approved contingency plan, performed as a carefully supervised field trial 
but with all the farms involved, started in 2005 and is still running. All smolts, excluding 
test fish, which are transferred to the sea in the Faroe Islands, are now vaccinated 
against ISA in addition to IPN and major bacterial diseases as furunculosis, vibriosis and 
winter ulcers. 

ISA is in the Faroe Islands regulated in two departmental orders, one on handling of 
disease outbreaks and one on vaccination against ISA. In case of an outbreak the farm 
will be set under strict veterinary regulations and a time schedule will be given for 
slaughtering/destruction of the fish, washing and disinfection of equipment and start date 
of fallowing. The allowed timeframe for emptying the farm will depend on the severity of 
the outbreak and the vaccination status.   

The risk of an outbreak increases strongly with proximity to an infected farm, suboptimal 
farm operation, not allowing the facilities to lie fallow for an adequate length of time and 
poor quality smolt. Stressors, such as infections with salmon lice and handling of the fish, 
i.e. grading, and bad weather conditions seem to be important risk factors. 

There has been a significant geographic concentration of outbreaks in areas with a high 
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density of aquaculture facilities. The disease is subject to government control measures, 
with harvesting and fallow periods as the most important methods. Fish from an infected 
facility are transported to a processing plant for slaughter in a closed well boat or tank 
and all fish from diseased farms are slaughtered in facilities approved for sanitary 
slaughter.  

In approved facilities all waste from the slaughtering process are collected, acidified and 
dispatched in a safe way to a sanitation plant. All effluents are collected in tanks and 
disinfected before outlet. Fish with clinical signs of disease are sorted out and handled as 
waste material. ISA infected fish and fish from infected farms represent no health risk for 
humans, and fish without clinical signs of disease are sold in the open market. 

1.1.6.2 BKD (Renibacterium salmoninarum)  

This bacterial disease caused great damage in the Faroe Islands during the years 1989 to 
2004. It hit the smolt production to some degree, but was especially a problem in sea 
farming. The disease has been found in wild salmon and trout. The disease can be 
transferred vertically from fish to egg. Horizontal transmission occurs as well but seems 
to be mainly a local spreading inside a single farm. 

The only way out of problems with BKD is to keep the brood stock free of the infection 
and stamping out infected stocks, which has been done in the Faroe Islands  

The prevention of BKD is by cleansing/disinfection of all equipment, and further to only 
buy spawn from suppliers that have certificate to be BKD free and only buy spawn that 
has been properly disinfected beforehand. There have been two outbreaks in the Faroe 
Islands since 2004, but in both cases there were little to no mortality.  

1.1.6.3 Furunculosis (Aeromonas Salmonicida)  

A bacterial disease that was first discovered in the Faroe Islands in 1991. It consequently 
led to substantial mortality both in the smolt production and the farming production. The 
disease has not been registered in the Faroe Islands since 2004. Furunculosis derives its 
name from the boil-like lesions observed on the skin and in the musculature of infected 
fish. However, developments of ‘furuncles’ on the dorsal body are only seen in fish with 
long-term disease signs. Disinfection of inlet water to fresh water farms, bio security 
measures as washing and disinfection of all used equipment brought in to a farm, are 
steps used to prevent the disease. After development of oil based vaccines the problems 
disappeared, and the last outbreak in 2004 was in unvaccinated presmolts reared in net 
pens in freshwater. Antibiotics can be used to treat the disease. 

1.1.6.4 IPN (Infectious pancreatic necrosis)  

A virus found throughout the world in a number of wild fish species, both in freshwater 
and in seawater. Previously, IPN was mainly considered a problem in salmon in 
freshwater, but since 1994 outbreaks in juveniles in seawater have been common. 
Vaccination is available, but as for other viral diseases it seems only to provide partial 
protection. IPN can still lead to substantial mortality in salmon fry. It is the general view 
today that IPN can mainly be prevented through a good water environment and a robust 
fish, as well as avoiding taking roe from facilities where IPN has been found. In addition, 
it is important to avoid stress and maintain good routines for hygiene in the facility. A 
promising new IPN vaccine is currently being tested in Scotland. 

1.1.6.5 Caligus curtus (cod lice), Caligus Slaughter (saithe lice) and Lepeophtheirus 
salmonis (salmon lice)  

These are external parasites which attack fish in seawater. In salmon production, lice 
infection leads to reduced welfare, health and growth for the fish, as well as additional 
costs for treatment and additional work load during slaughtering and harvesting. The 
parasite is treated chemically with delicing agents or biologically by using sucker fish. The 
sucker fish is caught wild and released in the salmon cages, where it eats the lice directly 
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from the fish. Unfortunately wrasse or other cleaner fish are not natural inhabitants in 
the Faroese territory. 

The control of lice in the Faroe Islands is regulated by statutory measures, which, among 
other things, covers synchronised regional de-licing at the end of winter to protect the 
production. In addition, obligatory systematic lice counting in all farms as well as 
boundary values for infestation levels are parts of the new departmental order No. 163 
issued on 21 December 2009. All delicing treatments must be evaluated, and in case of 
lack of effects reasons for this must be sorted out. If the lice have become multi resistant 
appropriate measures must be taken to ensure fish health and welfare.  

1.1.6.6 Cold Water Vibriosis  

The disease can cause significant mortality (≥50%) in fish culture facilities once an 
outbreak is in progress. Common names for Vibrio infections of fish include “red pest” of 
eels, “salt-water furunculosis”, “red boil”, and “pike pest”. Vibrio infections can spread 
rapidly when fish are confined in heavily stocked, commercial systems and morbidity may 
reach 100% in affected facilities.  

Quarantine of new fish and good sanitation practices should be used at all times, and will 
minimize the spread of Vibrio infection from infected to uninfected fish, should a disease 
outbreak occur. New fish should always be kept away from existing fish. Before any 
treatment with antibiotics, a thorough investigation of water quality and husbandry 
practices should be conducted. Removal of underlying problems is essential to successful 
resolution of the problem. Vaccination can be administered by injection, immersion, or 
orally, and is used by the salmon industry to minimize the impact of vibriosis. The 
disease was very deadly in the Faroe Islands in the years 1988-1993, but since 
vaccination with oil based vaccines against the disease started it has not been a problem. 

1.1.6.7 CMS (Cardio Myopathy Syndrome)  

The disease was common in the Faroese farming areas some years back, but is very rare 
in the Faroe Islands today. Mortality is between 1-5 %. It generally infects fish larger 
than 1 kg. Good sanitation and fallowing of the areas are keys to avoiding or restricting 
the disease.  

1.1.6.8 Heart and skeletal muscle inflammation (HSMI)  

The disease has occurred sporadically in southern Norway in recent years. The disease 
affects fish in the first half of the marine phase, with reduced growth and moderate 
mortality rates being the most important loss factors. It is assumed that the disease is 
infectious and therefore may be combated through vaccination. It has not been 
registered in the Faroe Islands. 

1.1.6.9 PD (Pancreas disease)  

PD is a viral disease that is frequently diagnosed in Norway, Scotland and Ireland. It has 
not yet been registered in The Faroe Islands. All marine farms in the Faroe Islands have 
been tested twice a year for the last two years and all results negative so far found. 

The PD virus can occur in the spring or autumn at any fish size. It attacks heart and 
skeletal muscle and pancreatic tissue. Mortality may vary from 0–15 %, but higher 
mortalities have been seen. The disease can occur as acute outbreaks followed by a more 
chronic disease with lower but long-lasting mortality. Very important is also the chronic 
damage imparted on the survivors in terms of reduced growth capacity and scars in 
skeletal muscle. These scars appear as patches of depigmentation and make the product 
unsuitable for smokehouses. A PD vaccine is available, but it provides only limited 
protection. The disease is fought with general methods in the same manner as HSMI and 
other diseases above. The fight against PD in endemic areas as in Norway has been 
concentrated on high levels of bio security: By avoiding risk transport into or through PD-
free zones, demands on closed valve transport of fish from diseased farms and avoiding 
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slaughter pens with PD-infected fish. 

PD-virus is considered to be more stable in the marine environment than ISA-virus, and 
therefore possessing the potential for a rapid spread to all Faroese salmon farms if first 
introduced. Avoiding getting the virus to the Faroe Islands should therefore be of high 
priority. 

1.1.7 Environmental factors, toxins, algaes, pollution and animal welfare 

Environmental factors, toxins, algaes, pollution and animal welfare are risk factors that 
can affect any fish farming operation at sea. Choice of localization and the number of 
locations contributes to reducing these risks. 

Perceived health concerns or food safety issues may have a negative impact on the 
reputation of farmed salmon, even if there is no direct risk to human health. Such 
concerns may consequently have a negative impact on the demand for farmed salmon. 
In the past various perceived health concerns, e.g. the PCB levels in farmed salmon, 
have attracted negative attention in the media. Although such concerns have decreased, 
new perceived health concerns or food safety issues relating to farmed salmon, which 
may arise in the future could affect the Company’s ability to market and distribute the 
Company’s products. 

Bakkafrost’s products are for human consumption, and it is therefore of critical 
importance that attention and resources are dedicated to food safety. The product quality 
is subject to internal control, food authority monitoring programme and testing carried 
out by the Company’s customers. Increased quality demands from customers and 
legislators in the future, may adversely affect the Company’s results. 

Guidelines and legislation with tougher requirements are expected. Hence, higher costs 
for the food industry (e.g. traceability, level of documentation, testing variables, etc.) are 
expected. This may impact the Company’s activities. 

In addition to environmental toxins, algae and other pollution the market and other 
stakeholders will focus on animal welfare, transparency and sustainable development.  

1.1.8 Young industry 

The farming of salmon is still a very young industry within the Faroe Islands. 
Considerable capital and efforts have been and still are being invested to build up 
expertise and fund research, and these efforts have largely produced very good results. 
Although the factors listed above have been addressed proactively and, with few 
exceptions, sound and effective solutions have been found, there can be no assurance 
that these or other similar risks will not occur and negatively affect the Company’s 
business and financial condition. 

1.1.9 Risks related to financing 

The Company’s ability to make payments on and to refinance its debt, and to fund 
working capital and capital expenditures, will depend on future operating performance 
and ability to generate sufficient cash. This depends to some extent, on general 
economic, financial, competitive, market, legislative, regulatory and other factors, many 
of which are beyond the Company’s control, as well as the other factors discussed in 
these “Risk Factors” and elsewhere in the Information Memorandum. 

If the Company’s future cash flows from operations and other capital resources are 
insufficient to pay obligations as they mature or to fund liquidity needs, the Company 
may be obliged to take actions that could have a material adverse effect on the 
Company’s financial condition and results of operations. 

Due to restrictions on large exposures in the Faroese Financial Business Act the Company 
may not be able to obtain all its financial funding from a single Faroese bank, but may be 
dependant on using additional Faroese banks or credit institutions and/or foreign banks 
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and credit institutions. This might affect the borrowing terms available for the Company 
or otherwise influence the Company’s financing. 

1.1.10 Risk factors related to covenants in loan agreements 

The Company’s principal borrowing facilities contain certain financial and other covenants 
as described in Section 9. There can be no assurance that the Company will be able to 
meet all such covenants relating to current or future indebtedness contained in its 
funding agreements or that its lenders will extend waivers or amend terms to avoid any 
actual or anticipated breaches of such covenants. This could lead to acceleration of loans, 
including acceleration based on cross-default provisions in the loan agreements, which 
may in turn cause the Company to file for bankruptcy. 

1.1.11 Currency and Interest rate risks 

The price of salmon has traditionally been strongly correlated to the value of NOK, the 
Norwegian currency, but there is no guarantee that future prices will follow the same 
pattern. The majority of the Company’s costs are in Danish Kroner (“DKK”), and its 
income in several currencies, according to the markets where the finished products are 
sold. The Shares of the Company are however denominated in NOK at Oslo Børs although 
the financial statements of the Group will be presented in DKK. This leaves the Company 
exposed to a range of currencies, above all the DKK. The Company may choose to hedge 
its exposure to currencies, but investors have no guarantee that the company will 
succeed if such an operation is initiated. In the event that the exchange rate between 
DKK and NOK may fluctuate or change dramatically, the performance of the Company or 
the Company’s Shares may be materially adversely affected. 

Bakkafrost is financed through a credit facility ref section 9 “Capital resources”. This 
credit facility has an interest rate based on CIBOR plus a margin. The Company does not 
have any interest derivatives or any hedging policy reducing the risk for the company 
regarding changes in interest rates at the date of the Information Memorandum. The 
Company may choose to hedge its exposure to interest rates, but investors have no 
guarantee that the company will succeed if such an operation is initiated. The 
performance of the Company or the Company’s Shares may be materially adversely 
affected. 

1.1.12 Volatility of share price 

The Offer Price of the Shares will be determined by the Company’s Board of Directors and 
the Principal Selling shareholder. The market price of the Shares subsequent to the 
Offering could fluctuate widely in response to a number of factors, including the 
following: 

Actual or anticipated variations in operating results 

Changes in financial estimates or recommendations by stock market analysts regarding 
the Company or its competitors 

Announcements by the Company or its competitors of significant acquisitions, strategic 
partnerships, joint ventures or capital commitments 

Sales or purchases of substantial blocks of stock, future equity or debt offerings by the 
Company and its announcements of these offerings 

Additions or departures of key personnel 

General market and economic conditions 

The market price of the Shares could decline due to sales of a large number of Shares in 
the Company in the market or perception that such sales could occur. Such sales could 
also make it more difficult for the Company to offer equity securities in the future at a 
time and at a price that are deemed appropriate 
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Moreover, in recent years, the stock market in general has experienced large price 
fluctuations. These broad market fluctuations may adversely affect the Company’s stock 
price, regardless of its operating results 

Furthermore the Offer Shares have not been registered under the US Securities Act and 
are subject to restrictions on transferability and resale. See ‘‘Important Notice’’ (Page 2). 

1.1.13 Shareholders not participating in future offerings may be diluted  

Unless otherwise resolved or authorised by the general meeting, shareholders in Faroese 
public companies such as the Company have pre-emptive rights proportionate to the 
aggregate amount of the shares they hold with respect to new shares issued by the 
company. For reasons relating to US securities laws (and the laws in certain other 
jurisdictions) or other factors, US investors (and investors in such other jurisdictions) 
may not be able to participate in a new issuance of shares or other securities and may 
face dilution as a result. 

1.1.14 Nominee Accounts and Voting Rights 

Beneficial owners of the Shares that are registered in a nominee account (e.g., through 
brokers, dealers or other third parties) are not able to vote on the general meeting 
unless their ownership is re-registered in their names with the VPS prior to the 
Company’s general meetings. The Company cannot guarantee that beneficial owners of 
the Shares will receive the notice for a general meeting in time to instruct their nominees 
to either effect a re-registration of their Shares or otherwise vote their Shares in the 
manner desired by such beneficial owners. If the nominee shall participate in the general 
meeting, the nominee must have the necessary power of attorney and the owner of the 
shares must also have notified and documented his acquisition with regard to 
registration. 

1.1.15 Regulatory challenges 

Regulatory impositions due to environmental or animal welfare concerns may materially 
impact the Company’s operations and financial condition. The Company emphasises to 
organize its operations so that the risk for unexpected measures is reduced, but there 
will always be a latent risk that the regulatory authorities will impose restrictions and/or 
sudden changes in the industry framework. 

Salmon farming is regulated by licenses. The Company has a good dialogue with the 
Faroese authorities regarding the prerequisites and restrictions that are connected to a 
farming license. The Faroese  authorities may withdraw licences for fish farming 
operations if substantial preconditions have been changed since the licence was issued, 
or if the licence goes against overall development plans and protective measures, or if 
the licensee breaches the conditions set in connection with the issuance of the licence. 
The licence may also be withdrawn, if the company breaches the rule on maximum 
ownership of licenses, or if the company does not use the licence. The licence may also 
be withdrawn, if the environmental licence of the company is repealed. 

A salmon farming licence is issued for a period of 12 years from the date of issue. The 
Faroese government may prolong the licence period. If the company fulfils the conditions 
in the license and if a continuation of the activities is not contrary to overall development 
plans, which have been adopted, it must be assumed (but there can be no assurance) 
that the company has a legal claim to have the license period prolonged. 

1.1.16 Regulatory restrictions on ownership of licenses within the Faroe Islands 

The Company owns approx. 39 % of the licenses on the Faroe Islands, and there are 
currently regulations limiting the number of licenses owned by one company to 50% of 
the total licenses on the Faroe Islands.  
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1.1.17 Trade policy and market restrictions 

Trade policy and market restrictions are prominent topics for the fishing industry and the 
anticipation of the development of such has proven difficult in several markets. In 
addition the effects of foreign markets’ trade policies have affected fish farming 
companies asymmetrically so it is difficult to project the effects of policy changes on a 
single company. The Company believes that an attractive product combined with 
distribution to several different markets will reduce this risk.  

1.1.18 Limitations on enforceability of civil liabilities 

The Company is a public limited company incorporated in accordance with the Faroese 
Company’s act and subject to Faroese law. A majority of the Company’s directors and 
executive officers, and certain experts named in this Information Memorandum, reside 
outside the United States and Norway, and all or a substantial majority of the Company’s 
assets and the assets of those persons, are located outside the United States and 
Norway. As a result, it may not be possible for investors to affect service of process in 
the United States, Norway and other countries other than the Faroe Islands upon the 
company or those persons or to enforce judgements obtained against them in U.S., 
Norwegian or other relevant courts.  

The United States and the Faroe Islands do not currently have a treaty providing for 
reciprocal recognition and enforcement of judgments rendered in connection with civil 
and commercial disputes. As a result, a final judgement for the payment of damages 
based on civil liability rendered by a U.S. court would not be enforceable in the Faroe 
Islands. If the party in whose favour the final judgment is rendered brings a new suit in a 
competent Faroese court, the party may submit to the Faroese court the final judgement 
that has been rendered in the United States. Such judgement will only be regarded by a 
Faroese court as evidence of the outcome of the dispute to which judgment relates, and 
a Faroese court may choose to rehear the dispute ab initio. 

Verdicts from Nordic courts can be executed according to Act No 635 from 15 September 
1986 on the acknowledgement and execution of Nordic decisions regarding claims based 
on civil law. It appears from the act that enforceable verdicts regarding a claim, based on 
civil law, rendered in either a civil or penal case by a Finnish, Icelandic, Norwegian or 
Swedish court, are enforceable in the Faroe Islands. It is a precondition for execution of 
such verdicts that the case has been heard according to normal rules on jurisdiction and 
that the plaintiff has consequently had the opportunity to safeguard his interests in 
connection with the case. 

1.1.19 Insurance risk 

The Company intends to maintain a level of insurance coverage for properties, assets, 
livestock and personnel that corresponds with the perceived risk within the industry 
sector and in accordance with regulation. Insurance policies will primarily cover 
catastrophe loss. 

All insurance premiums will carry a deductible in the form of an insurance excess that is 
based upon level of risk and cost of premium. Higher deductibles relate to stock mortality 
insurance which may be based upon a “per cage” or “per site” level of cover, the value of 
the maximum standing biomass, the Company’s claims history but is also influenced by a 
very limited number of specialist insurers. 

The largest challenge is the prevention of disease, waterborne parasites and control of 
the water quality in both marine and freshwater operations. Through the application of 
best animal husbandry practice and management to ensure bio security, these risks are 
sought to be minimised but they are not entirely eliminated. There may be times when it 
will be difficult to obtain insurance cover for certain fish diseases at premiums that are 
considered commercially viable. However, no assurance can be given that the Company 
will have sufficient insurance cover against such losses. 
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1.1.20 The impact on the environment 

The operation impact on the environment is linked to discharge of organic material from 
feed and fesies, the fish population potential shedding of sea lice, and the risk of fish 
escape. The tangible risk associated with discharge of organic material is thoroughly 
assessed during consent application of sites to governmental bodies. The recipient 
capacity must adhere to the planned biomass on site. Secondly, benthic sampling is 
undertaken on a yearly basis to ensure compliance with recipient capacity and tolerance. 
Between each production cycle fallowing of the sites is mandatory. Sea lice is closely 
monitored, reported, and treated in line with national contingency plans. Under the 
provision that the Company adhere to legislation, there is no risk to become liable for 
shedding sea lice from fish farms. 

The Company aims at minimizing escapes and has implemented procedures to help reach 
this goal. However, coastal waterways represent a risk of boats accidentally harming 
farm constructions and thus make escapes unavoidable. Such events will inevitably 
damage the reputation of the company, but not cause liability as long as set regulations 
of signs and lighting are adhered to. The Company will be held responsible if gross 
negligence leads to escapes. 

1.1.21 Macro economical factors 

The development of the Company and industry may be affected by major changes in 
macro economical factors such as GDP growth, international trading patterns, 
government spending etc. which could give material changes to prices and 
demand/supply conditions for the Company. Such changes might, if occurring, materially 
affect the Company results and financial condition 

1.1.22 Integration risk 

The development of the Company may be affected by changes in the planned integration 
of Havsbrun. The success of the integration is dependent on the possibility to integrate 
the businesses, organisations, farming operations and management, and might be 
affected by unforeseen issues or structures of the businesses. This might affect the 
timing, effects and results of the integration, materially affecting the Company’s results 
and financial conditions. 

Bakkafrost owns approx. 39 % of the licenses on the Faroe Islands before the 
acquisition, and there are currently regulations limiting the number of licenses owned by 
one company to 50% of the total licenses on the Faroe Islands.  

Bakkafrost have received a 9 month grace period for the ownership of more than 50% of 
the total licenses. There are risks related to the sale of licenses or other actions required 
in order to comply with the regulations/legislation within the end of the grace period. 

1.1.23 Other risks 

Environmental organisations exist, both in Europe and North America, whose aim is to 
abolish all fish farming. The degree of fundamentalism varies from group to group, and 
the majority limit themselves to spreading disinformation and untruths about fish farming 
in general. However, a certain risk of bioterrorism (i.e. damage to production facilities 
with the intention of hurting both the Company and the industry in general financially 
and/or exposing it to negative media coverage) cannot be ruled out. 
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1.2 Risks relating to Havsbrún 

1.2.1 Prices on Fish Meal 

The Company’s financial position and future development depend to some extent on the 
price of Fish Meal, which has historically been subject to substantial fluctuations. Fish 
Meal is a commodity, and it is therefore reasonable to assume that the market price will 
continue to follow a cyclical pattern. The balance between the total supply and demand 
for fish meal is a key parameter. Overproduction may cause prices to decline. This could 
in turn have an impact on the Company’s profitability and liquidity. 

1.2.2 Prices on Fish Oil 

The Company’s financial position and future development depend to some extent on the 
price of Fish Oil, which has historically been subject to substantial fluctuations. Fish Oil is 
a commodity, and it is therefore reasonable to assume that the market price will continue 
to follow a cyclical pattern. The balance between the total supply and demand for Fish Oil 
is a key parameter. Overproduction may cause prices to decline. This could in turn have 
an impact on the Company’s profitability and liquidity. 

1.2.3 Price on Fish Feed 

Feed Sales is a significant proportion of total income and are affected both by the global 
market for fishmeal and marine/vegetable oils, and the feed industry is dominated by a 
small number of large, global producers. 

Natural limitations in the marine resource base could lead to global shortages of fish 
meal and oil for fish feed production. The feed producers have, however, come a long 
way in their efforts to replace some of the marine-based input factors with vegetable raw 
materials. 

Prices for fishmeal and fish oil have been high during year end 2010 and the beginning of 
2011, pushed up by strong global demand for fishmeal and fish oil as a main ingredient 
in the production of fish feed, mainly driven by increased health consciousness of 
consumers, which have led to increased demand for seafood products. The prices have 
been reduced during latest weeks. 

1.2.4 Feed contaminants 

Feed may, through its use of different types of raw materials and ingredients and 
through its production processes, be exposed to contamination by a number of 
undesirable substances. Most contaminants are accumulated in organisms such as 
marine wild catch used to produce fish meal and fish oil. These contaminants are 
deposited into the organism’s fat and the concentration is greater the higher up the food 
chain. 

Authorities set maximum allowable levels for the most important contaminants. These 
limits are continuously monitored by the authorities and can be altered. There is also the 
possibility of “new” contaminants being added periodically to the list. Generally, 
contamination may occur either accidentally or deliberately through malicious product 
tampering. Such contamination has the potential to affect the environment, fish health, 
and/or food safety with a potential negative impact on the public’s confidence in eating 
salmon. Any of these events could have a negative impact on the Group’s operating 
result and financial condition. 

Future legislation may increase the risk of non-compliance, and the cost of ensuring 
compliance. The reputation risk associated with non-compliance can be significant even if 
there is no impact on the environment, fish health or food safety. Havsbrun operates a 
number of controls to reduce the risk of contamination. Examples of measures and 
controls included in HACCP (Hazard Assessment Critical Control Point) and ISO 
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procedures include supplier audits and supplier specifications of raw materials, targeted 
sourcing of raw materials, regular raw material and finished feed quality control analyses, 
procedures for cleaning of fish oils etc. and strict plant security procedures. The risks can 
however never be completely eliminated. 

Contaminants that may be a risk for fish feed include, but is not limited, to organic 
contaminants such as Dioxins and PCB, mycotoxins, pesticides, anti-oxidants (such as 
Ethoxyquin and BHT), brominated flame retardants and bacterial contamination, and 
inorganic contaminants such as lead, mercury, arsenic and cadmium. 

The feed may also, through accidents or tampering, be contaminated by other inorganic 
substances such as mineral oil, physical objects, etc. 

Several substances in addition to the list above are being monitored. Legislative bodies, 
research groups and non-governmental organisations (NGOs) are currently building up 
data sets on these substances. 

1.2.5 Customer contractual structure exposure – feed industry 

Feed contracts are usually renegotiated quarterly. Renegotiations of customer contracts 
constitute a recurring risk of losing market share and sales volume. 

Bakkafrost is significant in terms of Havsbrún´s revenues, but the loss of one or more 
customers could adversely affect the operating results of Havsbrun. 

1.2.6 Operational risks 

The production of fish oil, fish meal and fish feed follow established methods with 
automated and controlled processes. However, any production is vulnerable to down-
time and possible insufficient supply of raw material input. Unexpected shortfalls in raw 
material due to limited catch volumes or limited delivery or purchase of fish or supply of 
substitutes could affect the volumes produced in the factory. This can result in incidents 
or necessary measures that can have significant cost implications. The Company is 
continually working on reducing risks. Havsbrún´s facilities are located on Faroe Islands 
in which case the Company’s business could be materially adversely affected, directly 
from any trade restrictions or indirectly through restrictions on ocean harvest or quotas. 
Although operational risk is to a certain extent reflected in budgets by means of 
estimates for prices and volumes such risks might, if occurring, materially affect the 
Company results and financial condition. The Company’s operations can also be 
materially impacted by what is classified as normal operating risks, i.e. quality from 
suppliers and sub-suppliers, etc 
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2. RESPONSIBILITY STATEMENT 

Statement from the Board of Directors of Bakkafrost 

The Board of Directors of Bakkafrost accepts responsibility for the information contained 
in this Information Memorandum. The Board of Directors of Bakkafrost hereby declares 
that, having taken all reasonable care to ensure that such is the case, the information 
contained in this Information Memorandum is, to the best of our knowledge, in 
accordance with the facts and contains no omission likely to affect its import.  

9 May, 2011 

The Board of Directors of P/f Bakkafrost 

 

Rúni M. Hansen 

Chairman 

 

Johannes Jensen 

Vice chairman 

Virgar Dahl 

Board member 

 

 

 

  

Annika Frederiksberg 

Board member 

Odd Eliasen 

Board member 

Trine Sæther Romuld 

Board member 
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3. THE TRANSACTION 

3.1 Overview of the Transaction  

On the 10th of April 2011, Bakkafrost entered into an agreement (the "LOI") with P/f 
Føroya Fiskiídnaður and their shareholders. Under the LOI Bakkafrost will acquire all the 
outstanding shares in P/f Havsbrún.  

The aggregate consideration to be paid Bakkafrost for the shares will be DKK 
1,100,000,000. 

The consideration will consist of DKK 696,061,290 in cash and 8,166,540 shares in 
Bakkafrost. The value of the shares is DKK 403.938.710, based on the share price on the 
8th April 2011 at 16.00 CET of NOK 51.75. Havsbrún´s current holding of Bakkafrost 
shares will be used as consideration shares. Bakkafrost will not issue any new shares as 
part of the Transaction. Both the cash and the share consideration will be delivered to the 
seller at the completion of the Transaction.  

The acquisition is subject to the satisfaction or waiver of the following conditions: 

• Approval from the Faroese Competition Authorities, and those potential conditions 
set for the completion of the Transaction are approved by Bakkafrost. 

• Due to the Faroese regulations regarding the ownership of more than 50% of the 
total number of licenses on the Faroe Islands, the Transaction is conditional to an 
acceptance from the Faroese Regulatory Authorities for a reasonable grace period 
for the sale of the licenses above the threshold value, so that the Company can 
apply to the current legal limit of 50%. Bakkafrost have received a grace period of 
9 months from closing. 

• Completion of a satisfactory Due diligence on Havsbrún. 

• Board of Directors in Bakkafrost approves the acquisition of the shares. 

Completion of the acquisition is expected to take place on 1 June 2011.  

3.2 Background and the reason for the Transaction 

By acquiring Havsbrún, Bakkafrost will grow significantly on the Faroe Islands which also 
is in line with the Group’s strategy.  

Following the transaction Bakkafrost will control the whole value chain from salmon feed 
production to the production of value added salmon products (VAP). The production of 
farmed salmon will increase by 7,000 tonnes gutted weight in 2011 to a total of 40,000 
tonnes gutted weight, with further upside in the coming years. Further Bakkafrost 
expects to add value to its shareholders with the benefits from economy of scale and 
better production planning. 

3.3  Financing of the Transaction 

The total consideration of DKK 696 million to be paid in cash will be financed with DKK 
500 million in new debt in Nordea and BankNordik and DKK 196 million will be drawn on 
current credit facility in Nordea and BankNordik ref section 9.1.6. 

3.4 Interests of certain persons in the Transaction 

No agreements have been, or are expected to be, entered into, in connection with the 
Transaction for the benefit of the executive management or members of the board of 
directors of Bakkafrost or Havsbrún. It should be, noted, however, that certain members 
of the management and the board of directors of Havsbrún are indirect shareholders of 
Havsbrún and will thus have an interest in the consideration paid by Bakkafrost for 
Havsbrún. 
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Name Position % Indirect 
ownership 

Poul Hansen Chairman of the Board 6.41% 

Høgni Hansen Board member 4.85% 

Tummas Eliassen Board member 6.08% 

Regin Jacobsen Board member 0.57% 

Jùstinus L. Justinussen Board member 1.21% 

Niels J.T. Nielsen Board member 2.98% 

Petur H. Jacobsen Board member 0.95% 

Christian Christiansen Board member 1.94% 

Bergur Poulsen CEO 2.35% 

Odd Eliasen Director Feed Division 1.18% 

Yngvi L. Olsen CTO 0.78% 

Certain members of the management and the board of directors of Bakkafrost are 
indirect shareholders of Havsbrún through Bakkafrost’s ownership in Dagsbrún and will 
thus have an interest in the consideration paid by Bakkafrost for Havsbrún. 

Name Position % ownership in 
Bakkafrost 

% Indirect 
ownership in 

Havsbrun 

Rúni M Hansen Chairman of the Board 0.02% 0.00% 

Annika 
Fredriksberg 

Board member 
0.03% 0.00% 

Virgar Dahl Board member 0.01% 0.00% 

Regin Jacobsen CEO 9.19% 0.57% 

Teitur 
Samuelsen 

CFO 
0.00% 0.00% 

Jón Purkhús Manager Farming 0.33% 0.02% 

Kari Jacobsen Processing Manager 0.00% 0.00% 

3.5 Information about the Bakkafrost Group after the Acquisition 

3.5.1 Legal structure after the Transaction 

P/f Bakkafrost is the ultimate parent company of the Bakkafrost Group. P/f Havsbrun will 
be incorporated as a daughter company to P/f Bakkafrost. 

3.5.2 Bakkafrost’s position in its markets after the Acquisition 

Following the transaction Bakkafrost will control the whole value chain from salmon feed 
production to the production of value added salmon products (VAP).  
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Bakkafrost and Havsbrun had a combined harvest volume of approx. 28.000 tonnes 
gutted weight in 2010, an increase from 21,626 tonnes gwt in Bakkafrost. 

Bakkafrost is the largest customer to Havsbrun, representing close to 60% of the total 
feed sales in Havsbrun in 2010 (Source: Company). 

3.5.3 The Transaction’s significance for the earnings, assets and liabilities of the 
Bakkafrost Group 

From the Closing date expected to be 1. June 2011 Bakkafrost will own 100% of the 
issued and outstanding shares in Havsbrun, and Havsbrun will therefore be fully 
consolidated from the date of which control was transferred to Bakkafrost. A full 
consolidation means that the Havsbrún´s assets and liabilities will be incorporated in 
Bakkafrost’s consolidated balance sheet and that the Havsbrún´s revenue, operating 
profit and net profit will be incorporated in Bakkafrost’s consolidated profit and loss 
statement. The purchase method of accounting has been used to account the acquisition 
of a subsidiary. Inter company transactions, balances and unrealised gains on 
transactions between group companies are eliminated. See Section 8 for further 
information regarding pro forma financial information to reflect the impact of the 
Transaction on Bakkafrost.  
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4. DESCRIPTION OF BAKKAFROST  

4.1 Corporate information 

P/F Bakkafrost was incorporated in 1990 on 23 October 1990 under the name P/f Taravík 
and registered in the Faroe Islands Company register with registration number 1724. P/f 
Bakkafrost is a public limited company (Faroese: partafelag, P/f) which operates under 
the Faroese Public Company Act (Act no. 1356 of 09.12.2007). The Company has existed 
for more than 20 years as of the date of the Information Memorandum. 

The Company’s postal address and contact data are: 

P/F Bakkafrost   Telephone:  +298 40 50 00 

Bakkavegur 9,    Fax:   +298 40 50 09 

FO-625 Glyvrar    E-mail:   bakkafrost@bakkafrost.com 

Faroe Islands    Web site:   www.bakkafrost.com 

 

4.2 Legal Structure 

P/F Bakkafrost is the management company and the parent company of the Bakkafrost 
Group. The figure below shows the legal structure of the Bakkafrost Group as of the date 
of the Information Memorandum. The figure provides an overview of the most important 
Group companies and associated companies. All companies are wholly-owned (100%), 
unless otherwise stated. 

Figure 4-1: ORGANISATION CHART P/f BAKKAFROST  

 
Source: Company 

In addition to the companies set out in the above table, Bakkafrost holds shares 
representing 56% of the capital and 30% of the votes in P/f Salmon Proteins prior to the 
transaction. 

4.3 Description of the Company’s operations  

Bakkafrost is the largest salmon producer in the Faroe Islands. The company produced 
21,626 tonnes gutted weight in 2010. Bakkafrost owns 11 licenses for Atlantic salmon 
corresponding to 39 % of total licenses on the Faroe Islands currently representing 
around 55% of total harvest volumes. 

The Company operates five fully owned hatcheries and 15 fish farming sites for marine 
production of Atlantic salmon in the Faroe Islands.  The sites are located in thirteen 
different fjords.  

All primary processing takes place at the slaughter facilities in Klaksvík and Kollafjørð, 
and all secondary processing takes place in the Group’s VAP facility in Glyvrar. 
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Figure 4-2: BAKKAFROST LOCATIONS 

 

4.3.1 The value chain 

Bakkafrost controls the entire value chain from smolt to sales and marketing. Control of 
the entire value chain is considered important to be able to control the product flow on a 
daily basis. Both customers and processing facilities depends on daily availability of 
salmon, and depends entirely on a steady flow of harvested fish.  

The quality of the fish is a result of the whole operation from salmon egg to the 
processing of the fish. The documentation and traceability from finished product back to 
the salmon egg and even to the raw materials in Bakkafrost’s salmon feed is important 
for its customers and therefore important to Bakkafrost. 
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Figure 4-3:VALUE CHAIN 

 

Source: Company 

The control of the entire value chain enables Bakkafrost to enter into long-term delivery 
contracts and long-term customer relationships, without being dependant on any third 
party to ensure the quality and predictability of its deliveries. It further enables better 
utilisation of the facilities throughout the value chain and prevents sub optimisation 
between cost centres. The Company’s core business areas are described in the following 
sections. 

4.3.2 Brood stock  

Bakkafrost purchases salmon eggs from several external suppliers based in the Faroe 
Islands, Iceland, Norway and Scotland. The capacity of Bakkafrost’s suppliers is sufficient 
to meet the current and future need of eggs. 

The vitality of the fish is very important. Therefore the selection of the best genetic 
properties is vital. The resistance to develop diseases is an important property of the 
fish. In order to ensure access to high-quality eggs, Bakkafrost’s strategy is to buy eggs 
from selected external suppliers, where significant efforts and resources are invested to 
improve product quality and performance.   

4.3.3 Juveniles 

Bakkafrost owns a total of six hatchery licenses. The Company operates five hatcheries 
with a total production capacity of around eight million smolts per year, making the 
Company self sufficient with smolts. Bakkafrost has been focused on producing smolts for 
its own production, and the number of smolts sold to third parties is limited. The 
Company will expand the hatchery capacity on existing facilities in line with the growth 
strategy, and this will be completed with limited investments 

Bakkafrost’s hatcheries are located in environments with large quantities of clean fresh 
water, where no villages or industries are competing for the water. This is important as 
there is no ground water available on the Faroe Islands. The hatcheries are equipped 
with closed water circulation systems with bio filters, and the fish tanks are inside 



Bakkafrost – Information Memorandum 

 23 

buildings in order to limit the effect of external factors such as weather, birds and other 
pollution. The workforce in the hatcheries is very experienced, of which many of the 
employees have been working at the hatcheries since the early nineties. 

Historically, Bakkafrost has released smolts into sea when the weight is between 50-60g. 
Over the last four years Bakkafrost has changed its strategy and waited until the size of 
the smolts have reached 80-100g before releasing them into the sea. The Company 
believes this has had a positive effect when measuring productivity and mortality, and 
hence contributed to improving the Company results during this period. 

Figure 4-4: SMOLT RELEASE 

 

Source: Company  

4.3.4 Farming 

Bakkafrost’s 15 fish farms are located in the central and northern part of the Faroese 
Islands. On average, each fish farm can produce around 2,500 tonnes gutted weight per 
year with present production regime within the next 2-4 years.  

The fish is kept, fed and nurtured in large sea cages providing the fish with abundant 
space to grow for a period of 16-18 months. During this period the fish grows from 100g 
to up to Bakkafrost’s average target weight of about 6.0-6.5 kg wfe. This weight is 
targeted as this is considered to provide an optimal breakdown/mix of sizes in order to 
serve both the fresh fish market and the internal VAP production. As a rule the larger fish 
are distributed as fresh fish and the smaller fish are used as raw material in the VAP 
production. 

The fish is fed several times a day, and the feed consumption is monitored continuously. 
Over the last generations the biological feed conversion rate has decreased from around 
1.20 to around 1.10, reducing the feed cost with approx. 8.5%. This is considered to be a 
direct result from the improved fish health. 

During the entire production period each separate generation is kept in a separate fjord, 
and after all locations in a fjord have been harvested, the fjord is set aside for 2 – 3 
months before a new generation is released. This operating model was introduced in 
2003 and the observed effects are better productivity, less mortality and better utilization 
of the feed. On average, the mortality rate has been less than 10% for all farmers on the 
Faroe Islands since the new veterinary model in the Faroe Islands was implemented. 

The main goal of the farming operation is to produce salmon at a low feed conversation 
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rate and with low mortality. In order to reach this goal, Bakkafrost believes the 
environment is very important, and therefore does its utmost to create and maintain a 
healthy environment for the fish. Following national regulations, environmental 
investigations are undertaken each year by external agencies on each farming location. 
The result of each survey becomes input data used in the tactical planning in order to 
achieve the best environmental sustainable farming results possible.  

The environmental authorities also have to approve a 3-year production plan for the 
Faroese salmon companies on a yearly basis. 

4.3.4.1 Farming North 

The sites in Farming North (former Faroe Salmon, Bakkafrost) are located in the North-
East part of the Faroe Islands. The operations in this region show a strong historical 
performance based on excellent conditions for salmon farming. 

Table 4-1: Farming licenses farming North 

Licence no. Location 

A-11 Hvannasund S 

A-21 Hvannasund S 

A-73 Hvannasund N 

A-72 Haraldsund N 

A-63 Árnafjørður 

A-13 Borðoyarvík 

A-12 Borðoyarvík Haraldsund S 

A-04 Lambavík 

A-34 Skálafjørðurin 

A-35 Skálafjørðurin 

Source: Company 

Farming North has historically shown very good productivity due to the general 
favourable environmental conditions in the sea. The Gulf Stream provides for very stabile 
conditions throughout the year as well as high water quality due to the non stop current. 
The water temperature in the region is steady with a fluctuation at only 6°C during a 
year. The lowest temperatures, approximately 5.5°C, are usually reached in February, 
and the highest temperatures, approximately 11.5°C, are reached in the late summer 
months. 

Further, the occurrence of salmon lice has been very limited in these sites, again 
reflecting the favourable biological conditions combined with the veterinary model 
introduced on the Faroe Islands in 2003. 

The farming areas are large, and have capacity to support the quantities farmed on each 
site.  

The biological situation in Farming North provides the opportunity to utilize higher than 
average weight of the fish, minimizing unit costs, biological feed factor and giving a best 
in class performance. The excellent biological situation is crucial to maintain production 
costs at current levels and to maximize the return from the invested capital. 
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4.3.4.2 Farming West 

The sites in Farming West (former Vestlax) are located in the central part of the Faroe 
Islands. The locations in Farming West have shown strong performance during 2010, in 
line with Farming North. The sites have the same potential in terms of biological 
performance and corresponding low production costs as the natural given factors are 
more or less the same. 

As for Farming North, these sites have constant supplies of fresh seawater due to the 

Gulf Stream. But in contrast to the Bakkafrost sites in Farming North, where Bakkafrost 
operates regions without being close to other salmon farmers, the areas in Farming West 
are shared with other salmon farmers (Marine Harvest at two locations and Viking 
Seafood at one location). The synchronized fallowing of Sundalagið since summer 2010 
has so far been successful. Bakkafrost would like to continue the synchronization of the 
whole area, as this management is effective for improved biological performance. 

Table 4-2: FARMING LICENSES FARMING WEST 

Licence no. Location 

A-57 Fuglafjørður 

A-03 Sundini N 

A-80 Sundini S 

A-05 Kollafjørður 

A-81 Kollafjørður 

A-06 Nólsoyarfjørður 

A-69 Vestmannahavn 

A-07/37 Vestmannahavn 

Source: Company 
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4.3.5 Harvesting 

All the fish are harvested at the slaughtery factories in Klaksvík and Kollafjørð. The 
slaughteries have a daily capacity of around 220 tonnes wfe at the current run rate at 1 
shift. The fish is transported from the farming sites to the slaughteries in well boats with 
closed-end water systems. 

Bakkafrost’s well boat fleet consists of two vessels: One smaller well boat (230m3/45 
tonnes wfe) and a larger well boat (660m3/ 110 tonnes WFE), both with closed systems.  

Figure 4-5: HARVEST VOLUMES (TONNES GWT) 

 

Source: Company  

In 2010 trout volumes delivered 8.6% of the total volume, but were fully phased out in 
October 2010. Expectedly, this will result in a better utilization of the existing facilities in 
the harvesting and processing capacity and an improved market position within the focus 
segments of the Group.  

4.3.5.1 Slaughtery Klaksvík (North region) 

The Klaksvík slaughtery is a modern facility at 2,000 m2 built during 2002-03. The 
efficiency of the slaughtery is high and stable as it is equipped with the newest 
technology available. The capacity is 100 tonnes lwe per day per eight hour shift. The 
slaughtery employs 50 people (full time equivalents). 

4.3.5.2 Slaughtery Kollafjørður (Central region) 

The slaughtery in Kollafjørður is from 1984 and was rebuilt during the early nineties for 
salmon harvesting. The daily capacity is 120 tonnes lwe running two 8 hour shifts. The 
facility also offers a freezing capacity of 40 tonnes gutted weight per day. 

There are 70 people employed at the slaughtery in Kollafjørður (full time equivalents). 

4.3.6 Processing and refinement 

The 4,000 m2 VAP factory in Glyvrar has a capacity of producing 80 tonnes of skin- and 
boneless 125g vacuum-packed portions in retail boxes per day.  

The primary customers for this product are the European supermarket chains. 
Opportunities to grow into new regions and to new customers are present. However, as 
demand from existing customers has grown rapidly, Bakkafrost’s strategy over the last 
years has been to show full commitment to existing customers rather than increasing the 
number of customers. 

Another market segment important for the VAP products is industrial customers buying 
whole fillets for further processing and by-products. This market has been developed 
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during the last five years, and all by-products are now sold at a margin. The customers in 
this segment are mainly European or from the Far East. 

The Company intends to continuously upgrade the VAP-factory in order to be able to 
deliver according to the market demands. Expansions of the factory and production 
capacity are evaluated, and a decision will be made when it is concluded to be favourable 
for the Group. 

Figure 4-6: VAP PRODUCTION, FILLET, PORTIONS AND BY PRODUCTS (TONNES PRODUCT WEIGHT) 

 

Figure 4-7: PRODUCT SPLIT 2010 

 

Source: Company 

4.3.7 Sales and distribution 

4.3.7.1 Sales strategy 

The strategy of the Company is to balance the sales mix between different geographical 
markets as well as different product segments. 

The two most important markets are the European market and the US market, in which 
Bakkafrost mainly sells VAP products and whole fish. In general, the VAP products are 
sold on long term contracts and the whole fish is sold in the spot market. 

Bakkafrost believes that its capability to serve both these geographical markets with the 
two categories of products efficiently reduces cross cycle fluctuations in both revenues 
and profitability. 

The strategy is to offer advantages to the larger super-market chains by securing product 
availability and stable high quality and preferred products. 

The main reason for the increase from 50% to 58% of the volume delivered to contracts 
in 2010 is the reduction in the raw material base, resulting in a higher than average 
percentage of raw material to contract customers. The strategy is to deliver 40 - 50% of 
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the volume on contracts. 

Figure 4-8: SPLIT CONTRACT VS SPOT, % of total sales DKK, Bakkafrost 2010, actual figures 

 

Source: Company 

4.3.7.2 Distribution 

Current distribution network are based on boat to Europe and plane to the US. The 
Company is able to distribute both fresh and frozen fish to the market. 

With existing distribution network Bakkafrost is able to ship products to Scotland within 
20 hours by boat. From Scotland the products are distributed by plane to major airports 
in the US within a total of 24 hours with a total cost of DKK 8-9 pr kg from factory to 
customer. 

Products planned for the European markets are transported by boat to Denmark within 2 
days for further distribution on trucks. 

4.4 Board of directors, management and employees 

4.4.1 The board of directors 

The table below sets forth the composition of the Company’s current Board. 

Name  Position Served since Term expires 

Rúni M Hansen Chairman 15.12.2009 2013 

Johannes Jensen  Deputy Chairman 15.12.2009 2012 

Trine Sæther 
Romuld 

Board Member 15.12.2009 2012 

Annika Fredriksberg Board Member 19.02.2008 2013 

Virgar Dahl Board Member 18.08.2006 2012 

Odd Eliasen Board Member 18.08.2006 2013 

 

According to the Company’s articles of association, the members of the Board of 
Directors are elected for a period of 2 years. Members may be re-elected.  

The Board is responsible for administering the Company’s affairs and for ensuring that 
the Company’s operations are organized in a satisfactory manner. 

The Company’s registered business address is Bakkavegur 9, 625 Glyvrar, Faroe Islands, 
and serves as c/o address for the Board members of the Company. 
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4.4.1.1 Rúni M Hansen, Chairman of the Board 

Born 1967. MSc. in Economics and Business Administration, Copenhagen Business 
School, 1993. DBA , Lancaster University, The Management School, Lancaster UK, 1994. 
Career: Statoil, member of Global Exploration management team for Europe and North 
Africa, 2007–present. Director for Statoil Faroes and Statoil Greenland. Board member of 
Vónin 1998–2008, Chairman 2002–2008. Board Member of Føroya Banki 1999–2006, 
Vice Chairman 2003–2006. 

Mr. Hansen has been a Board member of Bakkafrost since December 2009, when he also 
became Chairman of the Board of Directors. 

Mr. Hansen is considered to be independent. 

Mr. Hansen holds 10,000 shares in the company. 

4.4.1.2 Johannes Jensen, Deputy Chairman of the Board 

Born 1962. MBA , Lancaster, Lancaster University 1998. Faroe Seafood 1987–2001. 
Marketing Director Faroe Seafood 1992–2001, Managing Director Hotel Føroyar 2002–
present, Board member Sp/f Coastzone, Board member Sp/f Etika Holding. 

Mr. Jensen has been a Board member of Bakkafrost since December 2009, when he also 
became the Deputy Chairman of the Board of Directors.  

Mr. Jensen is considered to be independent. 

Mr. Jensen holds no shares in the company. 

4.4.1.3 Odd Eliasen, Board member 

Born 1965. Sales manager Havsbrún 1988–1995, Director of Feed Department of 
Havsbrún 1995–present. Board member of Viking Seafood and Faroe Farming. 

Mr. Eliasen has been a Board member of Bakkafrost since August 2006. 

Mr. Eliasen is not considered to be independent. 

Mr. Eliasen holds no shares in the company. 

4.4.1.4 Trine Sæther Romuld, Board member 

Born 1968. State-authorised auditor from NHH. Career: Arthur Andersen & Co. / Ernst & 
Young for nine years. Executive Vice President in Aker ASA and CFO in Aker Drilling ASA 
from Aug. 2007–Dec. 2009. CFO in Pan Fish ASA / Marine Harvest ASA for four years. 
Board Director of Aker Seafoods ASA and Aker Floating Production ASA. Current position: 
EVP & CFO in Stream A/S. 

Mrs. Romuld has been a Board member of Bakkafrost since December 2009. 

Mrs. Romuld is considered to be independent. 

Mrs. Romuld holds no shares in the company. 

4.4.1.5 Virgar Dahl, Board member 

Born 1958. Director of Marine Department in Tryggingarfelagið Føroyar, Board member 
of Føroya Realkreditstovnur. 

Mr. Dahl has been a Board member of Bakkafrost since August 2006. 

Mr. Dahl is considered to be independent. 

Mr. Dahl holds 7,000 shares in the company. 

4.4.1.6 Annika Frederiksberg, Board member 

Born 1971. Graduated from Faroese Business School – Basic Vocational Course, 
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Commercial Line in 1988. Part of Bakkafrost administration team 1990–2008. Part of 
Bakkafrost sales team 2008–present.  

Mrs. Frederiksberg has been a board member of Bakkafrost since February 2008. 

Mrs. Frederiksberg is not considered to be independent. 

Mrs. Frederiksberg holds 14,000 shares in the company. 

4.4.2 The executive management 

As at the date of publication of this Information Memorandum, the Company’s executive 
management comprises the following members: 

4.4.2.1 Regin Jacobsen, Chief Executive Officer 

Regin Jacobsen (born 1966) has been the CEO of Bakkafrost since 1989. Mr. Jacobsen is 
educated at Aarhus School of Business, Graduate Diploma in Business Administration and 
Accounting (HD-R). From 1982 to 1988, Mr. Jacobsen was the accounting manager of the 
former P/f Bakkafrost, and from 1988 until 2006, he held the position of Managing 
Director of the former P/f Bakkafrost. 

Mr. Jacobsen holds 4,491,217 shares in the company. 

4.4.2.2 Teitur Samuelsen, Chief Financial Officer 

Teitur Samuelsen (born 1972) was appointed CFO of Bakkafrost in December 2009. He 
holds a BA in Business Economics and an MSc in Business Economics & Auditing from 
Copenhagen Business School. Mr. Samuelsen has previously worked for KPMG, Dong 
Energy E&P A/S, and he was CFO of Atlantic Petroleum from 2005 to 2009. 

Mr. Samuelsen holds 1,000 shares in the company. 

4.4.2.3 Frederik Hansen, Sales manager 

Frederik Hansen (born 1973) has been Sales Manager of Bakkafrost since 2007. He was 
educated at Føroya Sjómannaskúla as Captain in 1997. From 1997-2000 he sailed as a 
navigator and Captain. From 2000 to 2006 he was department leader of Faroe Ship’s 
operations in various places, both in the Faeroes and abroad. From 2006 he was Sales 
Manager in Faroe Ship. 

Mr. Hansen holds no shares in the company. 

4.4.2.4 Kári Jacobsen, Manager VAP production and processing 

Kári Jacobsen (born 1963) has been Manager VAP production and processing since 2008. 
He is educated at Statens Fagskole for Fiskeindustri Vardø (1982/ 1983).  Kári Jacobsen 
was Production manager for Tavan from 1984 to 1994 and from 1999 to 2008. Kári 
Jacobsen was Production manager in Faroe Seafood from 1994 to 1998. 

Mr. Jacobsen holds 1,000 shares in the company. 

4.4.2.5 Andrias Petersen, Manager Harvest 

Mr. Andrias Petersen (born 1973) holds a BSc in Chemical Engineering from the technical 
university of Denmark (2001) and has since then completed courses in general-, project- 
and quality management. From 2002–2008, he worked with the Faroese Food, Veterinary 
and Environmental Agency in positions as official supervisor, quality manager and head 
of the department of fish health, where he obtained a good knowledge of the Faroese fish 
farming industry. From 2008, Mr. Petersen was Production Manager at the former 
Vestsalmon, and following the merger of the Vestlax group with the Bakkafrost group, 
Mr. Petersen has been Harvest Manager. 

Mr. Petersen holds no shares in the company.  
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4.4.2.6 Jón Purkhús, Manager Farming 

Jón Purkhús (born 1958) has been Manager Farming since 2006. Mr, Purkhús has 
extensive experience from the salmon farming industry as he founded and has been 
director of Bakkafrost Farming North since 1988. 
 
Jón Purkhús is Managing Director of JH Holding, which holds 172,068 shares in 
Bakkafrost. 

4.4.2.7 Leif av Reyni, Manager Fresh Water 

Leif av Reyni (born 1976) is Kandidat (BSc) in Aquaculture, Høgskolen i Sogndal, Norway 
(1999–2002) and MSc in Aquaculture, Stirling University, Scotland (2002–2003). From 
2003–2004, he worked for Vestlax at two of their sea sites, in Vestmanna and Veðranes, 
farming salmon and trout. From 2004–2005, Mr. Reyni worked as project manager for 
the local Aquaculture Research Station in the Faroe Islands. From 2005 to 2009, he was 
Production Manager at Vestlax and responsible for sea sites and hatcheries. Following the 
merger of the Vestlax group with the Bakkafrost group, Mr. Reyni has been Freshwater 
Manager responsible for the Hatcheries. Since 2006, he has been on the Board of the 
Faroese Aquaculture Research Station. 

Mr. Reyni holds no shares in the company. 

The Company’s registered business address, Bakkavegur 9, 625 Glyvrar, the Faroe 
Islands, serves as c/o address in relation for the executive management of the Company. 

4.4.3 Holdings of shares and stock options 

The table below sets forth information concerning ownership of the Company’s shares 
and options held, as of the date of this Information Memorandum, by each member of 
the Board and Bakkafrost’s executive management. 

Name Position No. shares % ownership Options 

Rúni M Hansen Chairman of the 
Board 

10,000 0.02% 0 

Johannes Jensen Deputy Chairman 
of the Board 

0 0% 0 

Trine Sæther 
Romuld 

Board member 0 0% 0 

Annika Fredriksberg Board member 14,000 0.03% 0 

Virgar Dahl Board member 7,000 0.01% 0 

Odd Eliasen Board member 0 0% 0 

Regin Jacobsen CEO 4,491,217 9.19% 0 

Teitur Samuelsen CFO 1,000 0% 0 

Frederik Hansen  Sales manager 0 0% 0 

Kári Jacobsen Manager VAP 1,000 0% 0 

Jón Purkhús Manager Farming 162,068* 0.33% 0 

Andrias Petersen Manager Harvest 0 0% 0 

Leif av Reyni Manager Fresh 
Water 

0 0% 0 

* JH Holding owns 162,068 shares in Bakkafrost; Jon Purkhus owns 50% of JH Holding.  



Bakkafrost – Information Memorandum 

 32 

4.4.4 Severance pay etc 

The CEO, Regin Jacobsen has a basic period of notice with salary from the company of 24 
months, and other management and key personnel have a notice period with salary of 6 
to 12 months, depending on the position concerned. 

Other than as stated above, no members of the executive management or the Board 
have service contracts with the Company or any of its subsidiaries that provide for 
benefits of any kind (severance packages, stock options or any other kind of payments) 
upon termination of employment. 

4.5 Shares and Listing 

The issued share capital of the Company is DKK 48.858.065 comprising of 48.858.065 
shares fully paid with a par value of DKK 1 and issued in accordance with Faroese law.  

The shares of the Company may be freely transferred. No shares have any special rights. 
No restrictions apply with regard to sale or any other transition of shares.  

The shares are registered in the VPS which maintains the Company’s share register. The 
shares are registered with ISIN NO: FO0000000179. The share registry of the company 
is kept by Nordea Bank Norge ASA. 

The shares of the Company are registered in the share registry by name.  

Bakkafrost’s shares are equal in all respects and each share carries one vote at the 
Company’s general meetings. 

Bakkafrost’s shares are listed on the Oslo Stock Exchange under the ticker “BAKKA”.  

4.6 Historical development in share capital and number of Shares 

The Company’s share capital per 1 January 2007 was DKK 2,991,789 each with a par 
value of DKK 1 or multiples hereof. The Company had issued 67 shares, each with par 
values ranging from DKK 1,000 to DKK 1,000,000. Each par value of DKK 1 carried one 
vote. 

The development of the Company’s share capital from 1 January 2007 is shown in the 
table below.  

Year Type of 
change in 

share capital 

Change in 
issued 
share 
capital 

Change in 
number of 

shares 

Par 
value 
per 

share 
(DKK) 

Total 
issued 
share 
capital 
(DKK) 

 

Total 
number of 

issued 
shares 

following 
change 

2007 IB 1. Jan   1,000-1 
million 

2,991,789 67 

2010 Change 
nominal 
value 

  1 2,991,789 2,991,789 

2010 Issue Merger 972,064 972,064 1 3,963,853 3,963,853 

2010 Equity Issue/ 
Share split 

42,286,147 42,286,147 1 46,250,000 46,250,000 

2010 Share Issue 2,608,065 2,608,065 1 48,858,065 48,858,065 

 

In the period from 1 January 2007 to the date of this IM the Company has issued shares 
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against contribution in kind for more than 10 % of its share capital in connection with the 
Merger with P/f Vestlax. The shareholders in P/f Vestlax Holding received a total of 
972,064 share in P/f Bakkafrost as part of the settlement in the merger, approved on the 
AGM the 15 February 2010. 

4.7 Major shareholders 

As of 4 May 2011, the Company had 711 registered shareholders in the VPS. The table 
below shows the 20 largest shareholders of the Company as registered in the VPS as of 
26 April 2011: 

 Rank Shareholder No. Shares % Ownership: 

1 SALMAR ASA 11,380,265 23.29% 

2 HAVSBRUN P/F 8,166,540 16.71% 

3 JACOBSEN HANS 4,594,437 9.40% 

4 JACOBSEN JOHAN REGIN 4,491,217 9.19% 

5 JPMORGAN CHASE BANK 2,257,312 4.62% 

6 NORDEA BANK DENMARK AS 1,716,241 3.51% 

7 DANSKE BANK A/S 1,485,283 3.04% 

8 JPMBLSA 1,045,136 2.14% 

9 STATE STREET BANK AND TRUST CO 780,887 1.60% 

10 OM HOLDING AS 700,000 1.43% 

11 MORGAN STANLEY & CO INTERNAT. PLC 600,000 1.23% 

12 JPMORGAN CHASE BANK 559,153 1.14% 

13 HOLBERG NORGE 491,238 1.01% 

14 VARMA MUTUAL PENSION INSURANCE 457,400 0.94% 

15 BROWN BROTHERS HARRIMAN & CO 447,259 0.92% 

16 UBS (LUXEMBOURG) S.A. 434,801 0.89% 

17 ALFRED BERG GAMBAK VPF 380,676 0.78% 

18 JP MORGAN CHASE BANK, NA 368,433 0.75% 

19 JACOBSEN ROGVI 350,038 0.72% 

20 STICHTING PENSIOENFONDS METAAL EN 349,258 0.71% 

Total  48,858,065 100.00% 

 

Shareholders owning 5% or more of the Shares have an interest in the Company’s share 
capital which is notify able pursuant to the Norwegian Securities Trading Act. As of the 
date of this Information Memorandum SalMar ASA, P/f Havsbrún, Hans Jacobsen and 
Regin Jacobsen owned 23.3%, 16.7%, 9.4% and 9.2% respectively, of the Shares. The 
Company is not aware of any other persons or entities that, directly or indirectly, have an 
interest in 5% or more of the Shares. 

As of the date of this Information Memorandum, and insofar as is known to the 
Company, there are no persons or entities who, directly or indirectly, jointly or severally, 
exercise or could exercise control over the Company, and the Company is not aware of 
any arrangements the operation of which may at a subsequent date result in a change of 
control of the Company. 



Bakkafrost – Information Memorandum 

 34 

4.8 Legal proceedings 

Bakkafrost is not and has not during the previous 12 months been involved in any 
governmental, legal or arbitration proceedings which may have, or have had in the 
recent past, significant effects on the Company’s or the Group’s financial position or 
profitability, and to its knowledge no such proceedings are pending or threatened. 

4.9 Material Contracts 

The Board of Directors for Bakkafrost and P/f Vestlax Holding on 8 January 2010 
proposed to merge the companies with financial effect from 1 January 2010. Bakkafrost 
was the continuing company, whilst Vestlax Holding ceased to exist. The merger was 
resolved by the general meeting on both companies on 15 February 2010. The 
shareholders in P/f Vestlax Holding have received 972,064 new shares in the continuing 
company compared to the 2,991,789 shares outstanding in Bakkafrost pre merger. 

Other than the agreement between Bakkafrost and Vestlax regarding the merger of the 
two companies, and the acquisition as described under section 3 and agreements entered 
into in the ordinary course of business, no material contract has been entered into by 
Bakkafrost or any member of the Group for the two years immediately preceding the 
date of this Information Memorandum, and no contract containing obligations or 
entitlements that are, or may be, material to the Group as of the date of this Information 
Memorandum has been entered into by any member of the Group. 

4.10 Research and development, patents and licenses, industrial agreements, 
business arrangements, financial contracts or new production methods 

The Company does not undertake any significant research and development activities or 
holds any patents material for its business or profitability. 

The Company has no industrial agreements, business arrangements or financial contracts 
outside ordinary business agreements on feed and sales contracts. 

The Company have no new production methods. 

The Company have no licenses other than farming licenses mentioned under section 4. 

4.11 Corporate Governance 

The Company is in compliance with the Norwegian corporate governance regime, as 
detailed in the Norwegian Code of Practice for Corporate Governance, published on 21 
October 2010 by the Norwegian Corporate Governance Board (the “Code of Practice”). 

The Company’s principles for corporate governance correspond with the Code of Practice 
apart from that the board holds an authorisation to issue shares which have not been 
restricted to a defined purpose. 
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5. DESCRIPTION OF HAVSBRÚN 

5.1 Corporate information 

P/f Havsbrún was incorporated in 1966 and registered in the Faroe Islands Company 
register with registration number 58. P/f Havsbrún is a public limited company (Faroese: 
partafelag, P/f) which operates under the Faroese Public Company Act (Act no. 1356 of 
09.12.2007).  

The Company’s postal address and contact data are: 

P/f Havsbrún   Telephone:  +298 414 400 

Bakkavegur 48,    Fax:   +298 414 401 

FO-530 Fuglafjørður  E-mail:   havsbrun@havsbrun.fo 

Faroe Islands    Web site:   www.havsbrun.fo 

5.2 Business Overview 

Havsbrún is a modern, internationally renowned producer of fish meal, fish oil, and fish 
feed situated in the Faroe Islands. The production is exported as well as sold 
domestically. The subsidiaries are producing farmed salmonoid products.  

Havsbrún has the following significant operating group companies: 

• P/F Faroe Farming    (78.1%) 
• P/F Viking Seafood    (78.1%) 
• P/F Salmex Faroe    (78%) 
• P/F Salmpro     (52%) 

In addition Havsbrún has the following significant financial holdings: 

• P/F Bakkafrost     (16.7%) 
• A/S Hanstholm Fiskemelsfabrik  (34.5%) 
• P/F Keldan     (25.6%) 

5.3 Board of directors, management and employees 

Havsbrún´s Board of Directors comprises of the following directors: Poul Hansen 
(Chairman), Høgni Hansen, Tummas Eliassen, Regin Jacobsen, Kristoffur Laksá, Jàkup 
Birgir Mohr, Jùstinus L. Justinussen, Niels J.T. Nielsen, Petur H. Jacobsen and Christian 
Christiansen 

Havsbrún´s Executive Management comprises of the following: Bergur Poulsen (CEO), 
Jústines Justinussen (CFO), Odd Eliasen (Director Feed Division), Hartvig Joensen 
(Director, Meal & Oil division) and Yngvi L. Olsen (CTO). 

Havsbrún has an average of 161 employees in 2010. 

5.4 Share capital and shareholder information 

The registered share capital in Havsbrun is DKK 10,600,000. 

Prior to the Transaction 100% of the shares was owned by P/f Føroya Fiskiídnaður. 

P/F Bakkafrost will own 100% of the shares in Havsbrun after the Transaction. 

5.5 Selected Financial Information 

The following tables present selected financial information for Havsbrun which has been 
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derived from the Havsbrún´s audited consolidated financial statements as of and for the 
years ended 31 December 2010, 2009 and 2008.  

5.5.1 Condensed consolidated income statement 

 FGAAP 

Years ended 31 December Actual 

(DKK 1,000) 2010 
(Audited) 

2009 
(Audited) 

2008 
(Audited) 

    

Operating income 823,303 575,667 670,161 

Operating profit 238,230 65,801 82,994 

Profit before tax 553,020 63,738 68,230 

Income tax (expense) / income -96,081 -9,804 -11,815 

Net Annual Profits 441,087 52,828 56,925 

SOURCE: ANNUAL REPORTS 2010-2008 

5.5.2 Condensed consolidated balance sheet as of: 

 FGAAP 

Years ended 31 December Actual 

(DKK 1,000) 31.12.2010 
(Audited) 

31.12.2009 
(Audited) 

31.12.2008 
(Audited) 

Assets    

Total non-current assets 564,852 193,904 207,270 

Total current assets 443,731 267,036 294,278 

Total Assets 1,008,584 460,940 501,548 

Liabilities    

Equity    

Total shareholders' equity 659,504 248,154 282,551 

Liabilities    

Minority interests 29,562 3,666 2,559 

Provisions 71,449 2,867 1,727 

Long-term liabilities 96,955 108,628 90,988 

Short-term liabilities  151,113 97,624 123,722 

Total liabilities 248,068 206,252 214,710 

Total shareholders' equity and liabilities 1,008,584 460,940 501,548 

SOURCE: ANNUAL REPORTS 2010-2008 

5.5.3 Comments to the historical financial information 

The feed price and salmon price have increased in 2010 resulting in a significant stronger 
operational EBIT in 2010 compared to 2009 and 2008. The strong results in associated 
companies such as Bakkafrost have also contributed to a strong net annual profit in 
Havsbrún. 
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The financial year 2010 yielded a profit of DKK 441 million as compared to a profit of 
DKK 53 million for 2009.  

P/F Havsbrún received about the same amount of raw material in 2010 as in 2009. Feed 
sales decreased compared to 2009. 

The oil market has been volatile these last tree years. From an historical high first half 
2008, the prices fell considerably towards the end of 2008. The decline continued in the 
first half of 2009, but since summer 2009 the market prices have improved.  

5.6 Trend Information 

The inflow of raw materials to the oil and meal production in 2011 is expected to be the 
same as in 2010.  

The Faroese fish farming industry is currently well organized, and great efforts are made 
to minimize fish decease.  

Total production of farmed salmonoids in 2011 is estimated to 60.000 tonnes, and the 
feed consumption will be around 70.000 tonnes. 

The Company has not experienced any changes or trends outside the ordinary course of 
business that are significant to the Company after 31 December 2010 and to the date of 
this Information Memorandum, other than those described above. The Company does not 
know of any trends, uncertainties, demands, commitments or events that are reasonably 
likely to have a material effect on the Company’s prospects for the current financial year 
other than those described under section 3. 

5.7 No Significant Change 

There have been no significant changes in the financial or trading position of Havsbrun 
subsequent to 31.12.2010, which Bakkafrost is aware of, other than those described in 
Section 3. 

5.8 Legal proceedings 

Havsbrun is involved in a legal proceeding with Fuglefjord Kommune. The disagreement 
is related to a dispute on a raw material tax of 0.75% on fish to meal and oil production 
imposed from 2008. The dispute is related to the existence of the tax and the 
responsibility for the payment of the tax (ship or processor). The court proceedings are 
scheduled for the 30th May 2011 in Tórshavn.  The total amount for the period 2008 – 
YTD 2011 is DKK 3.9 million and is booked as a provision for debt in the annual account 
for 2008 – 2010 for Havsbrún. 

Other than the legal proceeding above Havsbrun is not involved in any governmental, 
legal or arbitration proceedings (including any such proceedings which are pending or 
threatened of which the Havsbrún is aware) which may have or have had in the recent 
past significant effects on the Havsbrún and/or the Havsbrun Group’s financial position or 
profitability, nor has Havsbrun been involved in any such proceedings during the past 12 
months. 

5.9 Material Contracts 

Other than the Transaction, Havsbrun has not, or any other company within the 
Havsbrun Group, entered into any material contracts other than in the ordinary course of 
business for the two years preceding publication of this Information Memorandum of 
which the Havsbrún is aware of. 
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6. MARKET INFORMATION 

This chapter and the information herein, as text, numbers and graphs or otherwise, is 
prepared by and is the property of Kontali Analyse AS. The information is prepared on 
request from Nordea Markets and Bakkafrost.  

6.1 Main trends in the human consumption of seafood 

The Food and Agriculture Organization of the United Nations (the “FAO”) have estimated 
that in 2006 the total human consumption of seafood was approximately 110.4 million 
tonnes. According to the FAO, the demand for seafood has been growing and was 
expected to continue growing, at a faster rate than most of the other main food product 
categories.  

The following factors have been identified as the main drivers for continuing growth: 

Increase of per capita consumption from about 17.0 kilograms in 2008 to 19-21 
kilograms by 2030 

Increased standard of living in Asia, South America, Russia and parts of Eastern Europe 
has increased the demand for premium food products such as salmon 

Growth in world population leads to higher demand 

Seafood is considered to be a healthy and nutritious alternative to meat products whit a 
high percentage of Omega 3 fatty acids 

Farmed fish production is a more efficient source of protein relative to other sources of 
animal protein 

Aquaculture is forecast to continue to grow to meet growing demand. However, the 
growth rate has slowed down the last years. Biological issues, costs increase and also 
lower market prices are important factors for reduced production in short terms. 

6.2 Main markets for salmon 

The EU, the USA, Japan and Russia are the main markets for Atlantic salmon. The EU 
market is the largest market in terms of volume. The EU market and especially the 
Russian market have shown solid growth over the last couple of years. These main 
markets seem to be partly independent of each other with regards to prices and demand, 
as one could see in 2003 when prices in Europe were very low compared to the relatively 
strong prices in the US. 

The figure shows per capita consumption for farmed Atlantic salmon 1995–2008 for the 
selected main markets USA, EU, Russia and Japan. 
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Figure 6-1: PER CAPITA CONSUMPTION 

 

6.2.1 The US market 

The total supply of Atlantic salmon to the US market was approximately 257 400 tonnes 
in 2010, down by 8% from 2009. The main reason for the decline in supply to the US is 
lower supply from Chile, which was caused by production problems, mainly ISA 
problems.  

The largest supplier is currently Canada with approximately 87.400 tonnes. The European 
supply to the US-market has increased by nearly 50,000 tonnes. The increased supply 
from other countries has partially compensated for the drop in supply from Chile, but the 
total supply to the US market has dropped by 8% last year.  

Bakkafrost and the Faroese salmon producers are competitive on the US market. The 
Group has a running operation and ongoing sales of large salmon, supported by efficient 
logistical systems for distribution of the products (both fresh and frozen) from the Faroe 
Islands to the US. The US market prefers the higher than average size and weight and 
the high level of Omega-3 offered in salmon produced from the Faroe Islands. 

Figure 6-2: SUPPLY OF ATLANTIC SALMON - US 

SUPPLY OF ATLANTIC SALMON TO THE US MARKET (tonnes wfe)
Country 2003 2004 2005 2006 2007 2008 2009E 2010E
Chile 195,400         207,900         202,900       184,100       187,500       174,200       107,100         53,800          
Canada 64,800            62,200            78,900          86,000          80,100          86,300          81,100            87,400          
Norway 16,400            10,200            9,000            11,000          14,300          9,600            40,300            53,800          
United Kingdom 16,400            11,100            6,200            9,500            15,700          15,700          26,500            33,800          
Faroe Islands 2,700              1,100              900               300               1,600            2,700            11,200            9,700            
USA 12,100            6,100              3,000            3,000            7,100            4,500            8,800              7,800            
Other 3,500              2,800              800               900               800               1,500            6,200              11,100          
Total 311,300         301,400         301,700       294,800       307,100       294,500       281,200         257,400        

Growth rate ‐3% 0% ‐2% 4% ‐4% ‐5% ‐8%

Source: Kontali Analyse  

6.2.2 The EU market 

The supply of Atlantic salmon decreased from 766.300 tonnes in 2009 to 738.300 tonnes 
in 2010, constituting a decrease of 4%. This was mainly due to decreased imports from 
Chile and UK. The bulk of the salmon supplied to the EU market is still whole gutted fresh 
fish, while the processing takes place in the market. In contrast, the USA market can to a 
larger extent be characterized as a market for processed fish as the bulk of the supply is 
filleted fish from Chile. The EU consumption of farmed salmon constitutes around half of 
the global consumption, with the largest share of the supply coming from Norwegian and 
UK salmon farmers.  
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Figure 6-3: SUPPLY OF ATLANTIC SALMON - EU 

SUPPLY OF ATLANTIC SALMON TO THE EU MARKET (tonnes wfe)

Country 2003 2004 2005 2006 2007 2008 2009E 2010E

Norway 360,400         383,600         411,800         440,800         506,800         532,100         591,700         615,300        

United Kingdom 138,300         134,300         109,300         111,100         112,800         115,700         110,200         97,600           

Chile 23,900            42,200            84,000            80,700            67,800            67,100            39,800            10,600           

Faroe Islands 41,900            32,800            16,100            9,700              13,100            29,900            30,000            25,900           

Other  13,500            6,500              8,400              7,400              3,800              (8,200)            (5,400)            (11,100)         

Total 578,000         599,400         629,600         649,700         704,300         736,600         766,300         738,300        

Growth rate 4% 5% 3% 8% 5% 4% ‐4%

Source: Kontali Analyse  

6.2.3 The market in Russia 

During the last couple of years, the Russian market has increased its importance as a 
major market for Atlantic salmon. The supply of Atlantic salmon increased from 78.400 
tonnes in 2009 to 99.300 tonnes in 2010, constituting an increase of 27%.  Norway is by 
far the largest supplier of Atlantic salmon to the Russian market. 

Figure 6-4: SUPPLY OF ATLANTIC SALMON - RUSSIA 

SUPPLY OF ATLANTIC SALMON TO THE RUSSIAN MARKET (tonnes wfe)

Country 2003 2004 2005 2006 2007 2008 2009E 2010E

Norway 28,900            39,800            56,000            36,900            60,400            62,400            69,600            93,500           

Chile 1,100              2,400              5,900              5,600              3,200              6,000              5,000              900                

Canada ‐                  ‐                  ‐                  ‐                  ‐                  ‐                  ‐                  ‐                 

USA ‐                  ‐                  ‐                  ‐                  ‐                  ‐                  ‐                  ‐                 

United Kingdom ‐                  100                 1,200              4,000              3,400              200                 1,300              2,600             

Faroe Islands 200                 600                 300                 600                 1,800              1,600              1,100              200                

Other 500                 500                 300                 2,900              3,800              4,500              1,400              2,100             

Total 30,700            43,400            63,700            50,000            72,600            74,700            78,400            99,300           

Growth rate #REF! 41% 47% ‐22% 45% 3% 5% 27%

Source: Kontali Analyse  

6.3 Supply – Production regions 

Norway, Chile, UK and Canada are the main suppliers of Atlantic salmon. The largest 
growth potential for production of Atlantic salmon is expected to be in Norway and Chile 
due to favourable growing conditions and availability of sites.  

The Global harvest quantity of Atlantic salmon for the period 2003 – 2010E is illustrated 
in the table below. 

Figure 6-5: SUPPLY OF ATLANTIC SALMON 

GLOBAL SUPPLY OF ATLANTIC SALMON (tonnes wfe)

Country 2003 2004 2005 2006 2007 2008 2009E 2010E

Norway 508,400         536,900         573,500         598,600         723,100         740,900         855,700         944,700        

Chile 280,700         346,200         385,200         368,600         356,400         403,100         239,100         130,100        

UK 160,900         149,800         119,700         127,400         134,800         136,500         144,800         140,700        

Canada 92,000            89,000            107,500         115,000         109,500         118,500         117,000         115,500        

Faroe Islands 47,000            36,700            17,100            11,900            19,200            37,900            48,100            41,400           

USA 18,000            13,300            9,600              10,200            12,300            17,000            16,400            18,500           

Ireland 18,400            12,400            12,400            14,500            15,300            11,400            15,500            17,000           

Others 17,700            20,700            26,800            25,800            27,700            28,100            33,900            34,200           

Total 1,143,100      1,205,000      1,251,800      1,272,000      1,398,300      1,493,400      1,470,500      1,442,100     

Growth rate #REF! 5% 4% 2% 10% 7% ‐2% ‐2%

Source: Kontali Analyse  
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6.4 The industry structure 

The salmon farming industry is characterized by strong competition between a limited 
number of multinational players and a large number of relatively small local players, 
particularly in Norway. Along with growth in the aquaculture industry the structure has 
changed significantly over the past decade. From a structure of only local players serving 
a limited number of markets, primarily with standardized products, the industry has seen 
increased industrialization and the emergence of multinational competitors serving all 
key markets on a global scale with a growing product portfolio. Large structural changes 
have taken place particularly in Norway and Europe the last couple of years.  

The production costs are highly influenced by the feed cost, which constitute of nearly 
55% of the production cost. Other main costs within the fish farming industry are smolt 
and harvest. The figure above shows the split of cost for Norwegian fish farmers in 2009.  

Figure 6-6: COST SPLIT FAROE ISLANDS   Figure 6-7: COST SPLIT NORWAY 

 

6.4.1 The market players 

In Chile, Scotland and Canada, more efficient larger players have gradually taken over 
most of the smaller producers, and the same trend has to some extent been apparent in 
Norway lately. Globally, the 10 and 15 largest companies control approximately 50 and 
60% of total harvest quantity, respectively. 

The figure below shows the increased consolidation in the market the last couple of 
years. 

Figure 6-8: MARKET STRUCTURE 
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Operational synergies may be generated from further consolidation, and it is expected 
that larger companies will benefit the industry in general. Size and integration tend to be 
advantageous for R&D and product development. 

6.5 Trend Information 

The Company has not experienced any changes or trends outside the ordinary course of 
business that are significant to the Company after 31 December 2010 and to the date of 
this Information Memorandum. The Company does not know of any trends, uncertainties, 
demands, commitments or events that are reasonably likely to have a material effect on 
the Company’s prospects for the current financial year other than those described under 
section 3. 
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7. FINANCIAL INFORMATION FOR BAKKAFROST  

7.1 Historical financial information and summary of accounting policies 

The Company’s historical consolidated financial statements were prepared in accordance 
with IFRS. 

The Company’s audited consolidated financial statements as of, and for the years ended, 
31 December 2010, 2009 and 2008, including an overview of the Company’s accounting 
polices, explanatory notes and auditor’s statements, are incorporated by reference 
hereto, see Section 7.2 below. 

Inpact audited the Company’s consolidated financial statements as of, and for the years 
ended, 31 December 2010, 2009 and 2008, without any qualifications or disclaimers. 
There is no other information in the Information Memorandum which has been audited by 
the auditors. 

Full annual reports are available ref section 10.2. 

7.2 Selected financial information for Bakkafrost 

The following tables present selected financial information for Bakkafrost as of, and for 
the years ended, 31 December 2010, 2009 and 2008, which has been derived from the 
Company’s audited consolidated financial statements as of and for the years ended 31 
December 2010, 2009 and 2008.  

7.2.1 Condensed consolidated profit and loss account 

 IFRS 
Years ended 31 December Actual 
(DKK 1,000) 2010 

(Audited) 
2009 

(Audited) 
2008 

(Audited) 
Operating income 820,212 596,565 365,634 
Operating expenses -543,957 -417,368 -275,771 
Operating profit before deprec. and fair value 
adjustments of biological assets 

273,911 179,197 89,863 

Income from associated companies 512 340 -110 
Depreciation and amortisation -42,257 -20,797 -18,963 
Impairment    
Operating profit before fair value 
adjustments of biological assets 

232,166 158,740 70,790 

Fair value adjustments of biological assets 81,070 33,655 -7,632 
Operating profit 315,580 192,394 63,157 
    
Financial income 1,051 2,915 1,505 
Financial costs -9,372 -14,072 -18,515 
Profit before income tax 307,259 181,237 46,148 
Income tax (expense) / income -47,548 -32,509 -7,810 
Profit for the period 259,711 148,728 38,339 
    
Minority interest    
Earnings per share (DKK) 5.41 49.71 12.81 
Earnings per share fully diluted 5.41 49.71 12.81 

SOURCE: ANNUAL REPORTS 2010-2008 
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The Bakkafrost Group generated gross operating revenues of DKK 820.2 million in 2010, 
compared with DKK 596.6 million in 2009. The increase is primarily due to the merger 
with the Vestlax Group, but also to the increase in the salmon prices. The operations 
harvested a total of 21,626 tonnes gutted weight, compared with 18,685 tonnes in 2009. 
If you compare the 21,626 tonnes gutted weight in 2010 with what Bakkafrost and 
Vestlax harvested in 2009, it is a decrease, as the combined Groups harvested 30,650 
tonnes gutted weight in 2009.  

The Group made an operating EBIT* of DKK 247.3 million in 2010, compared with DKK 
158.7 million in 2009. Operating EBIT came to DKK 11.44 per kg gutted weight, 
compared with DKK 8.49 in 2009. Consolidated net profit totalled DKK 259.7 million in 
2010, compared with DKK 148.7 million in 2009. Earnings per share totalled DKK 5.41 in 
2010. The cash flow from operations was DKK 195.0 million, compared with DKK 188.7 
million in 2009. The Group’s net interesting bearing debt amounted to DKK 70.2 million, 
and solvency was in excess of 76%. 

7.2.2 Condensed consolidated statement of financial position 

 IFRS 
Years ended 31 December Actual 
(DKK 1,000) 2010 

(Audited) 
2009 

(Audited) 
2008 

(Audited) 

Assets    
Total non-current assets 519,427 257,741 247,657 
Total current assets 665,229 363,291 304,873 
    
Total Assets 1,184,656 621,032 552,530 
    
Equity and liabilities    
Total shareholders' equity 902,289 388,887 241,650 
Total long-term liabilities 157,366 91,431 111,184 
Total short-term liabilities  125,000 140,714 199,696 
Total liabilities 282,367 232,145 310,880 
    
Total shareholders' equity and liabilities 1,184,656 621,032 552,530 

SOURCE: ANNUAL REPORTS 2010-2008 

The Group’s total balance as of 31 December 2010 amounted to DKK 1,184.7 million, 
compared to DKK 621.0 million at the end of 2009. The increase is most of all due to the 
merger with Vestlax. 

During the year, the Group invested approximately DKK 68.4 million. Investments were 
made in buildings, processing equipment and general farming facilities. The company 
continues to invest in all activities to adjust capacity. The Group’s book value (fair value) 
of biological assets (fish in the sea) amounted to DKK 482.1 million at the end of the 
year, compared to DKK 227.5 million at the end of 2009. The total fair value adjustment 
of the biomass amounted to DKK 130.8 million year-end 2010, compared to DKK 46.9 
million at the end of 2009. At the end of 2010, the biomass of fish at sea under 4 
kg/each was 5,723 tonnes live weight, compared to 5,159 tonnes live weight at the end 
of 2009. The biomass of fish exceeding 4 kg was 12,266 tonnes live weight, compared to 
5,510 tonnes live weight at the end of 2009. The reason for the increase is due to the 
increased smolt release in 2010. 

The Group’s equity increased from DKK 388.9 million at the start of the year to DKK 
902.3 million at the end of the year. The increase in equity can primarily be attributed to 
the good net result in 2010, the share capital increase in connection with the listing on 
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Oslo Stock exchange and the merger with Vestlax on 1 January 2010. The increase in the 
equity due to the merger amounted to DKK 185.2 million, and the share capital increase 
amounted to DKK 75,000 before costs of DKK 7.3 million. 

The Group’s total non-current liabilities increased from DKK 91.4 million to DKK 157.4 
million. The deferred tax increased by DKK 62.9 million, while the long-term debt 
increased by DKK 3.0 million, to DKK 37.4 million at the end of 2010. The Group’s total 
non-current liabilities amounted to DKK 125.0 million, compared to DKK 140.7 million at 
the end of 2009. 

The Bakkafrost Group’s net interesting bearing debt amounted to DKK 70.2 million at the 
end of 2010, compared to DKK 97.3 million at the end of 2009. The Group had an equity 
ratio of 76.2 percent as of 31 December 2010, compared to 62.6 percent at the same 
date in 2009. A healthy financial position is considered to be a crucial element in the 
Group’s strategy for further growth and profitability. The Group will continue to place 
great emphasis on this going forward. 

7.2.3 Condensed consolidated cash flow statements 

 IFRS 
Years ended 31 December Actual 
(DKK 1,000) 2010 

(Audited) 
2009 

(Audited) 
2008 

(Audited) 

    
Net cash flow from operating activities 195,043 188,691 48,995 
Net cash flow from investing activities -71,693 -26,602 -40,551 
Net cash flow from financing activities -149,902 -127,241 -7,992 
Net cash flow in the accounting period -26,552 34,848 452 
    
Cash position at beginning of period 35,680 471 18 
Cash position at the end of period 9,128 35,319 471 

SOURCE: ANNUAL REPORTS 2010-2008 

 

The total cash flow from operating activities in 2010 was DKK 195.0 million, compared to 
DKK 188.7 million in 2009. Cash flow from investing activities came to DKK -71.7 million 
and relates to investment in farming equipment, the VAP plant and general investments. 
Cash flow from financing activities totalled DKK -149.9 million, which reflects a net 
payment of bank funding, the share capital increase prior to the listing on Oslo Stock 
Exchange, sale of own shares and payment of dividend. Net cash flow for the period 
amounted to DKK -26.6 million. Cash at the end of the year was DKK 9.1 million, 
compared to DKK 35.3 million at the start of the year. Together with established credit 
facilities with its banking partners, the Group’s liquidity and financial strength is 
considered to be good. The undrawn financing facility amounted to approximately DKK 
320 million at 31 December 2010. 
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7.2.4 Change in shareholders equity 

The table below shows the changes in the Company’s shareholders’ equity over the past 
three accounting years 2008-2010. 

Years ended 31 December IFRS IFRS IFRS 

(DKK 1,000) 2010 2009 2008 

    

Shareholders’ equity as at 1 January  388,887 241,650 207,344 

    

Profit for the year 259,711 148,728 38,339 

Fair value adjustment on securities available 
for sale 

5,830 4,279 1,179 

Adjustment of deferred tax  -1,594 -770 -212 

Change in accounting policy    

Proposed dividend -191,035 -18,000 -5,000 

Net proceeds from share capital increases 80,576   

Equity increase by merger 185,151   

Paid out dividend -18,000 -5,000 -5,000 

Dividend on treasury shares 357   

Dividend payable 191,035 18,000 5,000 

Shareholders’ equity as at 31 December 
based on IFRS 

902,289 388,887 241,650 

SOURCE: ANNUAL REPORTS 2010-2008 

7.3 Segments 

Set out below are the condensed segment information for the Company for the financial 
years ended 31 December 2010, 2009 and 2008. 

7.3.1 Revenues per geographic market 

The table below shows the distribution of the Company’s revenues per geographic 
market, in which the company operates. 

(DKK 1,000) 2010 2009 2008 
EU 589,620 443,398 354,965 
US 121,366 128,210 943 
Other 109,226 24,956 9,726 
Total  820,212 596,565 365,634 

SOURCE: ANNUAL REPORTS 2010-2008 

The main parts of the Company’s products are sold directly to customers in Europe or US 
importers. By-products are sold to Asia which is included in others. 

7.3.2 Revenues per business segment 

Bakkafrost Group has fundamentally two business activities (business segments), 
farming of fish including sale of fresh fish and value adding of salmon products. 

Farming including sale of fresh fish: 
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Farming is one of Bakkafrost’s segments. The Group has production facilities in the 
central and north-eastern parts of the Faroe Islands. There are no significant differences 
in the production properties of the licences, and the Group therefore reports the farmed 
salmon, including the sale of fresh salmon, as one segment. 

Value Added Products (VAP): 

A significant part of the farmed products are processed at the factory in Glyvrar. The 
output of the factory is predominantly portions for the retail market. Therefore this is 
reported as one segment. 

2010 
 Value 

Added 
 Bakkafrost 

(DKK 1,000) Farming Products Elimin. Group 

Total operating revenues 771,747 473,142 -424,677 820,212 

Operating profit before deprec. and 
fair value adjustments of biological 
assets  

314,889 -38,122 0 276,767 

Operating profit before fair value 
adjustments of biological assets 

276,813 -42,302 0 234,511 

Fair value adjustments biological 
assets 

83,926 -2,856 0 81,070 

Net operating profit (EBIT) 360,739 -45,158 0 315,581 

 

2009  Value Added  Bakkafrost 

(DKK 1,000) Farming Products Elimin. Group 

Total operating revenues 487,867 358,709 -250,011 596,565 

Operating profit before deprec. and 
fair value adjustments of biological 
assets  

144,583 34,613 0 179,196 

Operating profit before fair value 
adjustments of biological assets 

127,898 30,841 0 158,739 

Fair value adjustments biological 
assets 

33,655 0 0 33,655 

Net operating profit (EBIT) 161,553 30,842 0 192,394 
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2008  Value Added  Bakkafrost 

(DKK 1,000) Farming Products Elimin. Group 

Total operating revenues 300,982 243,171 -178,519 365,634 

Operating profit before deprec. and 
fair value adjustments of biological 
assets 

79,575 10,288 0 89,863 

Operating profit before fair value 
adjustments of biological assets 

64,465 6,324 0 70,789 

Fair value adjustments biological 
assets 

-7,632 0 0 -7,632 

Net operating profit (EBIT) 56,833 6,324 0 63,157 

SOURCE: ANNUAL REPORTS 2010-2008 

2010 2009 2008 Distribution of harvested and 
purchased volume gwt % gwt % gwt % 

Harvested volume used in VAP 
production 

12,903 59% 10,977 57% 8,416 59% 

External purchase of salmon for VAP 
production 

163 1% 304 2% 0 0 % 

Harvested volume sold fresh/frozen 8,723 40% 7,708 40% 5,763 41% 

External purchase of salmon sold 
fresh/frozen 

10 0% 302 2% 0 0 % 

Harvested and purchased volume 
(gwt) 

21,799 100
% 

19,292 100
% 

14,179 100 
% 

SOURCE: ANNUAL REPORTS 2010-2008 

7.3.3 Comments to the historical financial information 

Gross external operating revenues for Bakkafrost’s farming segment increased to DKK 
771.1 million in 2010, up from DKK 301.0 million in 2009. The increase is due to a 
combination of higher spot prices and increased harvested volumes after the merger with 
Vestlax. Operational EBIT, which is EBIT adjusted for fair-value adjustments on biomass, 
and listing costs totalled DKK 276.8 million, compared to DKK 127.9 million in 2009. The 
increase in the performance of the Group reflects the increase in the salmon price, the 
excellent biological situation and our dedicated staff. The Group’s farming segment 
harvested 21,799 tonnes gutted weight in 2010, compared to 19,292 tonnes in 2009. 

The value added segments external operating revenue amounted to DKK 473.1 million in 
2010, compared to DKK 358.7 million in 2009. Operational EBIT, which is EBIT adjusted 
for provision for onerous contracts and listing costs, totalled DKK -43.3 million, compared 
to DKK 30.8 million in 2009. The increase in the salmon price during 2010 reflects the 
negative result from the value added segment. During 2010, the salmon prices have 
increased gradually most of the year. As there is a time lag between the movement in 
the fresh salmon prices and the contract prices, it takes time to catch up to the strong 
price for fresh salmon. This has therefore resulted in a loss in the VAP segment in 2010 
for the first year ever since the production of VAP products commenced in 1995 in 
Bakkafrost. The VAP segment purchases salmon from the farming segment at spot prices 
each week. 
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In 2010, the associated company P/F Salmon Proteins achieved a net result to Bakkafrost 
of DKK 0.5 million, compared to DKK 0.3 million in 2009. Since P/F Salmon Proteins is 
defined as an associated company on the Group consolidated level, the Bakkafrost Group 
recognises 58.5 percent of the company’s profit after tax. 

Financial income in 2010 amounted to DKK 1.1 million, compared to DKK 2.9 million in 
2009. Net interest expenses amounted to DKK 8.2 million, compared to DKK 13.1 million 
in 2009. The decrease can be attributed to a decrease in long- and short-term interest 
bearing debt due to the Group’s strong cash flow and to lower interest rates.  

7.4 No Significant Change 

There has not been any significant change to the Company’s financial or trading position 
since 31 December 2010 to the date of this Information Memorandum, except for those 
related to the Transaction which is described in this Information Memorandum and the 
payout of dividend amounting to DKK 191 mill. 

7.5 The Company’s auditor 

Inpact was appointed as the Company’s auditor in 2006 (financial year ended 31 
December 2006). The auditor’s address is: 

Sp/F Grannskoðaravirkið INPACT  

R. C. Effersøesgøta 26 

P.O. Box 191 

FO-110 Tórshavn 

The Faroe Islands 

Inpact is a member of The Institute of State Authorized Public Accountants in Denmark 
(Foreningen af Statsautoriserede Revisorer, FSR).  
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8. UNAUDITED PRO FORMA FINANCIAL INFORMATION  

8.1 Purpose of the un-audited pro forma financial information 

The unaudited pro forma financial information has been compiled in connection with the 
acquisition by Bakkafrost of all outstanding shares in Havsbrún (the “Transaction”) for 
purpose of the Information Memorandum prepared to comply with 3.5.2.6 of the 
“Continuing Obligations of Stock Exchange Listed Companies” issued by the Oslo Stock 
Exchange. 

The unaudited pro forma financial information presented below has been compiled for 
illustrative purposes only to show how the Transaction might have impacted Bakkafrost if 
it had occurred on 1 January 2010. The unaudited pro forma financial information has 
been compiled based on certain assumptions that not necessarily would have been 
applicable if the transaction had taken place at the dates implied. 

8.2 Basis for preparation 

The unaudited pro forma financial information has been compiled in accordance with the 
requirements of EU regulation No 809/2004 as required by the Continuing Obligations. 
The unaudited pro forma financial information for the financial year ended 31 December 
2010 has been compiled based on the audited historical consolidated financial statements 
for Bakkafrost and Havsbrún. 

8.3 Uniform and consistent accounting policies 

The consolidated financial statements of Bakkafrost have been prepared in compliance 
with IFRS as adopted by EU (IFRS). The unaudited pro forma financial information has 
been compiled using the groups accounting policies.  

The unaudited pro forma financial information includes unaudited pro forma condensed 
profit and loss account and unaudited pro forma condensed statement of financial 
position and descriptions. Disclosures, statement of changes in equity and cash flow 
statement is not presented as would have been if a complete financial statement under 
IFRS had been complied.  

8.4 Limitations 

Because of its nature, the unaudited pro forma financial information addresses a 
hypothetical situation and, therefore, does not represent the group’s actual financial 
positions or results.  

Investors are cautioned not to place reliance on this unaudited pro forma financial 
information. The pro forma financial information is given for the purpose of complying 
with the Continuing Obligations and EU Regulations No. 809/2004 and for no other 
purpose. 
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8.5 Unaudited pro forma condensed combined financial information 

Unaudited pro forma condensed profit and loss account for the year ended 31 
December 2010 

(DKK 1,000) Bakkafrost 

Actual 

IFRS 

Havsbrún 

Restated 

IFRS 

Pro forma 

Adj. 

Pro forma 
Bakkafrost 
after the 

Transaction 

Operating revenue 820,212 822,917 -275,170 1,367,959 

Purchase of goods -301,446 -500,783 275,170 -527,059 

Change in inventory and biological 
assets (at costs) 

75,501 88,300 -12,782 151,019 

Fair value adjustments on biological 
assets 

83,926 24,048 12,782 120,756 

Fair value (excess of costs) on 
biological assets acquired and 
harvested 

0 0  0 

Salary and personnel expenses -118,409 -62,376  -180,785 

Provision for onerous contracts -2,856 0  -2,856 

Listing costs -12,790 0  -12,790 

Other operation expenses -186,813 -93,905  -280,718 

Income from associates 512 325,778 -315,499 10,791 

Depreciation -42,257 -32,545  -74,802 

Earnings bef. interests and tax (EBIT) 315,580 571,433 -315,499 571,514 

Financial income 1,051 3,982 -3,849 1,184 

Net interest expense -8,180 -14,969 -30,000 -53,149 

Net currency effects 819 1,863  2,682 

Other financial expense -2,011 0  -2,011 

Earnings before taxes (EBT) 307,259 562,309 -349,348 520,220 

Taxes -47,548 -97,986 51,008 -94,526 

Net earnings 259,711 464,323 -298,340 425,694 

Non controlling interests' share of 
profits 

0 -15,852   -15,852 

Net earnings attributable to 
shareholders of P/F Bakkafrost 

259,711 448,471 -298,340 409,842 

SOURCE: ANNUAL REPORTS 2010 
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Unaudited pro forma statement of financial position as of 31 December 2010 

(DKK 1,000) Bakkafrost 

Actual 

IFRS 

Havsbrún 

Restated 

IFRS 

Pro forma 

Adj. 

Pro forma 
Bakkafrost 
after the 

Transaction 

Non current assets      

Intangible non-current assets 136,245 16,473 406,852 559,570 

Tangible non-current assets 356,419 126,074  482,493 

Financial non-current assets 26,763 421,701 -406,414 42,050 

Total non-current assets  519,427 564,248 438 1,084,113 

Biological assets 482,091 127,258  609,349 

Inventory 28,501 203,566  232,067 

Total inventories 510,592 330,823 0 841,415 

Accounts receivable 125,619 88,181 -27,640 186,160 

Other short term receivables 19,890 4,560  24,450 

Total receivables 145,509 92,740 -27,640 210,609 

Cash and cash equivalents 9,128 58,975  68,103 

Total current assets  665,229 482,539 -27,640 1,120,128 

TOTAL ASSETS 1,184,656 1,046,787 -27,202 2,204,241 

     

Liabilities     

Share capital 48,858 10,600 -10,600 48,858 

Other equity 853,431 682,548 -682,548 853,431 

Total equity attributable to owners of 
Bakkafrost 

902,289 693,148 -693,148 902,289 

Non-controlling interests 0 29,562  29,562 

Total equity 902,289 722,709 -693,148 931,850 

Deferred tax  120,009 96,956 -51,008 165,957 

Long term interest bearing debt 37,357 76,009 580,000 693,367 

Total non-current liabilities 157,366 172,965 528,992 859,323 

Short term interest bearing debt 41,961 97,787 164,594 304,342 

Accounts payable and other debt 83,039 53,326 -27,640 108,725 

Total short term liabilities 125,000 151,113 136,954 413,067 

TOTAL EQUITY AND LIABILITIES 1,184,656 1,046,787 -27,202 2,204,241 

SOURCE: ANNUAL REPORTS 2010 
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8.6 Description of pro forma adjustments 

8.6.1 Profit and Loss statement: 

The following adjustments have been made to the P&L: 

8.6.2 Operating revenues and purchase of goods - Purchase of Feed 

Purchase of feed from Havsbrún becomes internal sales. Revenues and cost of feed are 
reduced by the full amount of DKK 273 million. Bakkafrost realized revenues from 
transporting feed on behalf of Havsbrún of DKK 2 million which are eliminated as well. 
The elimination has no effect on net profit. Internal sales and cost of feed will be 
eliminated each year as a part of the consolidation of the accounts. 

8.6.3 Fair value (excess of costs) on biological assets acquired and harvested 

Sale of feed from Havsbrún is stored in inventory as biomass in inventory. Consequently 
the mark up gained by Havsbrún is an unrealized profit when Bakkafrost/Havsbrun is 
regarded as one entity, and has to be eliminated.  

Fish at sea in Bakkafrost has consumed feed at a certain average rate pr. kg of biomass. 
Internal gains on feed equals biomass at sea times FCR on average times mark-up at 
Havsbrún. Internal gain on feed is eliminated with DKK 12.7 million. 

Internal sales and cost of feed will be eliminated each year as a part of the consolidation 
of the accounts. 

Faroe Farming was not a subsidiary at beginning of 2010 and fish in inventory at Viking 
was approx. 1 kg on average. No IFRS adjustment is entered in the opening balance, and 
no action is needed concerning these companies. 

8.6.4 Income from associates 

Havsbrún owns shares in Bakkafrost nom 8,166,540 equalling 16.7%. The shares are 
measured at Fair Value and write up is entered in Havsbrún P/L 2010.  

The write up of DKK 316 million on shares in Bakkafrost is eliminated on Income from 
associates, financial non-current assets and equity. This item will not be recurring. 

8.6.5 Financial income 

Dividend from investment in Bakkafrost of DKK 3 million is eliminated. This item will not 
be recurring. 

8.6.6 Net Interest expense 

A Proforma provision for interest’s costs of financing of the acquisition as pr. 1 January 
2010 has been made of DKK 30 million. This item will not be recurring. 

8.6.7 Taxes 

Deferred taxes of DKK 51 million on shares in Bakkafrost and Dagsbrún at the beginning 
of year are eliminated in deferred taxes and other equity. Deferred tax on shares will be 
realised following the acquisition as described in chapter 3. This item will not be 
recurring. 
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8.6.8 Balance sheet: 

The following adjustments have been made to the balance sheet: 

8.6.9 Deferred taxes 

Deferred taxes of DKK 51 million on shares in Bakkafrost and Dagsbrún at the beginning 
of year are eliminated in deferred taxes and other equity. Deferred tax on shares will be 
realised following the acquisition as described in chapter 3. 

8.6.10 Intangible non-current assets 

Allocation of purchase price increases the value of Intangible non-current assets with 
DKK 406 million. 

8.6.11 Financial non-current assets 

Havsbrún owns shares in Bakkafrost nom 8,166,540 equalling 16.7%. The shares are 
measured at Fair Value and write up is entered in Havsbrún P/L 2010.  

The carrying amount of DKK 69 million on shares in Bakkafrost at the beginning of 2010 
is eliminated in financial assets and other equity. This item will not be recurring, following 
the acquisition as described in chapter 3. 

The write up of DKK 316 million on shares in Bakkafrost is eliminated on Income from 
associates, financial non-current assets and other equity (ref. sec. 8.6.4). 

Bakkafrost holds shares in Havsbrún through Dagsbrún of DKK 19 million at the 
beginning of 2010. The shares are eliminated in financial assets and other equity 
following the business combination.  

Havsbrún holds own shares through a 0.91% stake in Føroya Sildasøla, and 5.87% in 
Dagsbrún. These companies are acquired by Bakkafrost and the shareholdings become 
internal. The carrying amount of DKK 2 million is eliminated in financial assets and other 
equity.  

The total amount to the adjustments above summarises to DKK 406 million. 

8.6.12 Accounts receivables/payables - Feed credits 

Unsettled feed payables of DKK 27 million become internal balances and are eliminated. 
The elimination reduces total assets but no effect on equity.  

8.6.13 Share Capital 

The share capital in Havsbrun has been eliminated with DKK 10 million. 

8.6.14 Other Equity 

Entries on other equity have been eliminated with DKK 683 million. The amount is related 
to the allocation of purchase price which adjusts the value of Other Equity with DKK 325 
million. The remaining is related to deferred taxes and shares in Bakkafrost etc, see 
section 8.6.4, 8.6.7 and 8.6.9.  

8.6.15 Long term and short term interest bearing debt 

Allocation of purchase price increases the value of Long term interest bearing debt with 
DKK 580 million and short term debt with DKK 165 million. 
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8.7 IFRS adjustments for P/f Havsbrún 2010 

The Annual Report of P/F Havsbrun is prepared according to the Faroese Financial 
Reporting Act (FO-GAAP). The following consolidated reconciliation shows the effects of 
P/F Havsbrún´s transition of annual figures from FO-GAAP to IFRS for the purpose of the 
Pro Forma information. The annual report is attached as appendix 2. 

Unaudited restatement of condensed profit and loss account for the year ended 
31 December 2010 

(DKK 1,000) Havsbrún 

Actual 

FO-GAAP 

Adj. to the 
opening 
balance 

Other adj. Havsbrún 

Restated 

IFRS 

Operating revenue 822,917     822,917 

Purchase of goods -500,783     -500,783 

Change in inventory and biological 
assets (at costs) 

88,300     88,300 

Fair value adjustments on biological 
assets 

0   24,048 24,048 

Fair value (excess of costs) on 
biological assets acquired and 
harvested 

0       

Salary and personnel expenses -62,376     -62,376 

Other operation revenue         

Other operating expenses -79,145 -14,760   -93,905 

Income from associates 325,778     325,778 

Depreciation -32,545     -32,545 

Earnings before interests and taxes 
(EBIT) 

562,145 -14,760 24,048 571,433 

Financial income 3,982     3,982 

Net interest expense -14,969     -14,969 

Net currency effects 1,863     1,863 

Other financial expense 0       

Earnings before taxes (EBT) 553,021 -14,760 24,048 562,309 

Taxation -96,082   -1,904 -97,986 

Net earnings before minority interests 456,939 -14,760 22,144 464,323 

Minority interests -15,852     -15,852 

Net earnings 441,087 -14,760 22,144 448,471 

SOURCE: ANNUAL REPORT 2010 
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Unaudited restatement of financial position as of 31 December 2010 

(DKK 1,000) Havsbrún 

Actual 

FO-GAAP 

Adj. to the 
opening 
balance 

Other adj. Havsbrún 

Restated 

IFRS 

Non current assets      

Intangible non-current assets 16,473     16,473 

Tangible non-current assets 126,678 -604   126,074 

Financial non-current assets 421,701     421,701 

Total non current assets  564,852 -604  564,248 

Biological assets 103,210   24,048 127,258 

Inventory 203,566     203,566 

Accounts receivable 73,421 14,760   88,181 

Other short term receivables 4,560     4,560 

Cash and cash equivalents 58,975     58,975 

Total current assets  443,732 14,760 24,048 482,539 

TOTAL ASSETS 1,008,584 14,156 24,048 1,046,787 

     

Liabilities     

Share capital 10,600     10,600 

Other Equity 648,905 11,499 22,144 682,548 

Total equity 659,505 11,499 22,144 693,148 

         

Minority interests 29,562     29,562 

Long term interest bearing debt 96,956     96,956 

Other long term liabilities 71,449 2,657 1,904 76,009 

Total long term liabilities 168,404 2,657 1,904 172,965 

Short term interest bearing debt 97,787     97,787 

Other short term liabilities 53,326     53,326 

Total short term liabilities 151,113   151,113 

TOTAL EQUITY AND LIABILITIES 1,008,584 14,156 24,048 1,046,787 

SOURCE: ANNUAL REPORT 2010 

8.7.1 Value adjustments on biological assets – P&L 

Under FO-GAAP, biological assets, i.e. biomass, were recognized at full production cost, 
including costs which can only indirectly be allocated to the assets. This includes actual 
interest paid for production credit facilities. According to IFRS biological assets are 
measured at Fair Value. Consequently, the valuation of biomass in the profit and loss 
presents production costs of DKK 14.8 million and fair value adjustments separately of 
DKK 24 million.  
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8.7.2 Value adjustments on biological assets – Balance sheet 

Under FO-GAAP, biological assets, i.e. biomass, were recognized at full production cost, 
including costs which can only indirectly be allocated to the assets. This includes actual 
interest paid for production credit facilities. According to IFRS biological assets are 
measured at Fair Value. Consequently, the valuation of biomass in the statement of 
financial position reflects biomass at market values with an increase of DKK 24 million. 

8.7.3 Deferred taxes 

Deferred taxes of DKK 1.9 million due to biomass adjustments ref section 8.7.2. 

8.7.4 Accounts receivables 

Excess provision for bad debt reversed with DKK 14.8 million. 

8.7.5 Tangible non-current assets 

Reclassification of shares in Dagsbrún and Sildasøla of DKK 0.6 million. 

8.7.6 Other Equity 

Adjustment of DKK 11.4 million consisting of a positive adjustment of DKK 14.8 million 
related to section 8.7.4, minus increase in deferred taxes of DKK 2.7 million and minus 
reclassification of tangible non-current assets of DKK 0.6 million.  

Adjustment of DKK 22.1 million consists of a positive adjustment of DKK 24 million ref 
section 8.7.2 minus deferred taxes of DKK 1.9 million ref. section 8.7.3. 

8.7.7 Other long term liabilities 

Increase in deferred taxes with DKK 2.7 million related to the adjustment of provision for 
bad debt in section 8.7.4 and DKK 1.9 million related to biomass adjustments in section 
8.7.3. 

8.8 Auditor’s assurance report on the unaudited pro forma condensed 
combined financial information 

Inpact’s assurance report on the unaudited pro forma condensed combined financial 
information provided in Section 8.5 is attached as Appendix 1 to this Information 
Memorandum. 
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9. CAPITAL RESOURCES  

9.1 Capital Resources 

As of 31 December 2010, the Company had cash, cash equivalents amounting to DKK 9 
millions. In addition the Bakkafrost with the new loan agreement described in section 
9.1.7 had available loan facilities of DKK 320 million. 

9.1.1 The primary short and long term sources of cash flow 

The Group’s cash flow is influenced by significant fluctuations in the underlying market 
price developments, primarily for salmon and the development in production and harvest 
volumes. 

The Group’s primary source of liquidity on a daily basis is the operational cash flow. This 
is again dependent upon the development in the underlying market for salmon as 
described in the previous paragraph. 

Key factors in analyzing the operational sources as the basis for revenue and cash flow 
are product pricing, production volumes and market access. The Norwegian market is 
anticipated to experience growth in production volumes the next years, while the US and 
UK market is expected to have respectively zero and low growth. The Chilean market has 
had substantial problems with ISA in 2009, but according to market participants, normal 
production levels could be obtained in 2013-2014. The overall supply of Atlantic salmon 
is anticipated to increase in 2011 and 2012 relatively to the supply level in 2010.  

In general, product pricing will always be a function of underlying issues; production 
costs, available volumes and the balance between market demand and supply. Over time 
there has been a positive development in prices for farmed marine products, which must 
be seen in conjunction with an increasing demand for such products in general. Although 
the market in principle is cyclical, recent statistics show signs of good market 
developments for marine products as a whole, as the focus on healthy food products and 
thereby demand, increases. 

The development in the production cost for the products is, as mentioned, important for 
basic product pricing, and subsequently the analysis of cash flow development. 

For further comments on the development of the cash flow see Section 7.2.3. 

9.1.2 Working capital statement 

The Company is of the opinion that it has sufficient working capital for the 12 months 
period following the date of the Information Memorandum  

9.1.3 Funding structure and restrictions of use of capital resources 

The long term funding of the Company consists of both equity and interest bearing debt, 
which is further described in Section 9.1. Section 9.1.4 in this Information Memorandum 
also shows a statement of the Company’s capitalization and indebtedness. 

Extended funding to ensure financing of the Transaction is expected to be finalised medio 
May 2011. In total, the new funding arrangements provided the Company with DKK 500 
million in addition to the existing credit facility amounting to DKK 350 million. 

Book value of equity per 31 December 2010 was DKK 902 million and net interest 
bearing debt per 31 December 2010 was DKK 70 million. The equity ratio per 31 
December 2010 was 76%. The funding of Bakkafrost is considered sufficient to fund the 
further development of the Company in line with the production targets communicated 
by the Company at significantly lower prices on the Company’s products than the current 
level. The financing is considered sufficient to cover any seasonality of the operations and 
corresponding borrowing requirements. 

The Company had 31 December 2010 untapped credit facilities of DKK 320 million. 
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The Company is not aware of any material legal or economic restrictions that influence 
the ability of the subsidiaries to transfer funds to the Company in the form of cash 
dividends, repayment of inter-company loans, new loans or advances. Consequently, the 
Company expects to meet its future cash obligations. 

The covenants related to the lending agreement and potential restriction on cash related 
to the covenants, are described in section 9.1.6.1. The Company is not in breach of any 
covenants as of the date of the Information Memorandum. 

9.1.4 Capitalisation and indebtedness 

The following table sets out the consolidated capitalisation and indebtedness of P/f 
Bakkafrost as of 31 December 2010. The table should be read together with the 
consolidated financial statement and the related notes thereto. 

Total capitalisation and indebtedness per 31.12.2010 P/F 
Bakkafrost 
(Audited) 

(DKK 1,000) IFRS 

Total current debt  

Guaranteed  

Secured (1) 41,961 

Unguaranteed/unsecured 83,039 

Sum 125,000 

  

Total Non-Current Debt  

Guaranteed  

Secured (1) 37,357 

Unguaranteed/unsecured (2) 120,009 

Sum 157,366 

  

Capital and Reserves  

Share Capital 48,858 

Legal reserves  

Other reserves  853,431 

Sum 902,289 

Total Capitalisation and Indebtedness 1,184,656 

  

Cash (3) 9,128 

Cash equivalent  

Trading securities  

Total liquidity 9,128 

  

Current financial receivables  
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Current bank debt 34,994 

Current portion of non current debt 6,967 

Other current financial debt  

Current financial debt 41,961 

  

Net current financial indebtedness 32,833 

  

Non current bank loans 37,357 

Bond issued  

Other non-current borrowings  

Non-current financial indebtedness 37,357 

Net financial indebtedness 70,190 

Key Figures  

Interest coverage ratio 2.59 

Source: Annual report 2010 

Notes: 

(1) Secured current and non-current debt relates to bank and credit institution’s 
borrowing. 

(2) Deferred tax at 31 December 2010 

(3) The cash is held in DKK, EUR, GBP, NOK and USD 

According to the Letter of Intent, the Havsbrun Group (with P/F Havsbrun as the ultimate 
parent company in the Havsbrun Group) was acquired by the Bakkafrost Group’s ultimate 
parent company, P/F Bakkafrost, effective on 1. January 2011. The Consolidated 
accounts are shown in the Pro forma Figures. 

The Bakkafrost Group will primarily finance all the companies in the group from the 
ultimate parent company P/F Bakkafrost.  

There have been no other material changes since the last published financial information. 

9.1.5 Assets held as collateral for debt 

The following table shows the book value of assets held as collateral for debt.  

Years ended 31 December IFRS IFRS IFRS 

(DKK 1,000) 2010 2009 2008 

Licenses 132,709   

Property, plant and equipment 356,419 231,002 230,655 

Financial assets 0 7,427 17,002 

Inventories 510,592 248,024 247,093 

Accounts receivables 125,619 66,644 42,469 

Other current receivables 19,890 13,304 14,839 

Source: Annual report 2010, 2009 and 2008 
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9.1.6 Borrowings 

The Group signed a loan agreement in February 2010 with Nordea Bank Norge ASA and 
P/F BankNordik (“Basic Financing”) amounting to DKK 400 million, distributed between 
two revolving overdraft facilities amounting to a total of DKK 200 million and two 
instalment loans totalling DKK 200 million.  

In 2011, the loan agreement was amended with, among other things, new margins. At 
31 December 2010, the available instalment loans amounted to DKK 150 million, with 
DKK 50 million to be paid back before the end of 2011, divided into quarterly instalments 
of DKK 12.5 million. After that, the payments shall follow an 8-year profile with payments 
of DKK 12.5 million per year from 2012. The Loan matures on the 31.12.2014 and the 
remaining amount must be refinanced or repaid by the maturity date. The loan facility is 
secured both in the company’s property, plants and other material, and fixed assets as 
well as stock, farming licences and insurance policies. 

The interest payable is CIBOR 3 months plus the current margin, which is calculated on 
the basis of the company’s interest bearing debt ratio compared to EBITDA before fair 
value adjustments of biological assets. The margin may vary between 2% p.a. and 
3.75% p.a. 

The Group’s net interest bearing debt, measured on a quarterly basis, based on a rolling 
4 quarters, must not exceed EBITDA X 3.5 and from 31.12.2011, 3.0. 

9.1.6.1 Covenants 

The facilities are subject to several conditions and covenants, including the following: 

Investments above DKK 70 million per year must be approved by the bank syndicate. 
The banks have approved total investments in 2010 and 2011 of DKK 70 million per 
year. 

Proceeds from sale of assets outside ordinary operations must be used for extraordinary 
payments on debt. 

Bakkafrost must have a sufficient insurance coverage for their assets and business. The 
bank syndicate shall be registered with pledge on the assets in the insurance 
agreements. 

The farming licenses shall not be sold or in any way separated from the Company without 
written permissions from the banks. 

The loan agreement contains specific conditions with regard to that fish farming licenses 
currently held by the Group shall be maintained within the Group. 

9.1.6.2 Financial covenants 

The Group’s net interests bearing debt, measured on a quarterly basis, based on rolling 4 
quarters, must not exceed 3.5x EBITDA until 31.12.2011 and 3.0x EBITDA from 
31.12.2011. 

The revolving overdraft facility shall be distributed between financing of accounts 
receivables and fish at sea. One part of the facility must never exceed 80% of the 
insured accounts receivables, and the other part must not, at any time, exceed 65% of 
the lesser of the cost of the fish at sea or P/F BankNordik’s estimated standard value in 
fish at sea. 

EBITDA for the Group must at all time be 1.2 times the total interest and repayments to 
the two banks.  

The solvency for the Group must not be below 30%.  

Fair value adjustments of the biological assets shall not be included when calculating the 
EBITDA. 
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The Company has a 20 day grace period given a potential breach of the above 
covenants. 

9.1.7 Acquisition financing 

The Company have signed a term sheet with Nordea Bank Norge ASA and BankNordik 
covering a DKK 500 million instalment loan. 

 The loan facility in Nordea Norge ASA and BankNordik is structured as follows: 

DKK 500 million - to finance the acquisition of Havsbrun. 

The interest expense is equal to the margin in the Basic Financing plus a margin of 1.0 % 
p.a. 

The instalment loan shall be repaid in instalments of DKK 100 million on each of the 
dates falling in 6 months intervals after the first drawdown. The loan facility is secured by 
first priority pledge in all of the Companies shares in Holding Companies and all the 
shares in Havsbrun. 

The Company shall pay various fees and commissions to Nordea Bank Norge ASA and 
BankNordik, including an arrangement fee of 0.75% of the total facility. 

The Financial covenants are the same as for the Basic Financing, except for Equity Ratio, 
which shall be above 40% of the consolidated assets of the Company. 

Following the acquisition Bakkafrost and the bank syndicate have agreed to an intention 
to establish a long term financing for the Group. 

9.1.8 Leasing arrangements 

The Company’s has no leasing arrangements/contracts at the date of the Information 
Memorandum. 

9.1.9 Guarantees 

The Company has guarantees related to payment of import toll corresponding to approx 
DKK 1.5 million. In addition to this The Group has capital expenditure committed of 
approximately DKK 33 million. 

The Company has not issued any guarantees other than the guarantees stated above. 

9.1.10 Changes in the financial structure or trading position 

There have been no major changes in the financial structure or trading position of the 
Company subsequent to 31 December 2010 other then described in section 3. 

9.1.11 Dividends 

Bakkafrost aims to give its shareholders a competitive return on their investment, both 
through payment of dividends from the company and by securing an increase in the 
value of the equity through positive operations. Generally, the company should pay 
dividends to its shareholders, but it is the responsibility of the Board of Directors to make 
an overall assessment in order to secure the company a healthy capital base, both for 
daily operations and for a healthy future growth of the company. 

It is the Board of Directors view that 30–50% of EPS shall be paid out as dividend when 
the Group’s equity ratio is above 60%.  

Distribution of Dividends 2010 2009 2008 

Dividend per share DKK 3.91 4.54 1.67 

Number of shares 48,858,065 2,991,789 2,991,789 

Source: Annual report 2010, 2009 and 2008 
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The AGM which was held 7 April 2011 resolved that the proposed dividend was 
distributed to the shareholders. The dividend was paid on the 20 April 2011. 

Bakkafrost has no restrictions on distribution of dividends other than normal conditions 
stated as part of the borrowing agreement ref. section 9.1.6.1. 

9.2 Financial risk management and use of financial instruments 

The follow-up of internal procedures associated with financial reporting is undertaken as 
part of management’s day-to-day supervision, the process owners’ follow-up and the 
auditor’s independent testing. Non-compliances and areas noted as needing improvement 
are followed-up and remedial measures implemented. 

9.2.1 Foreign exchange risk 

Bakkafrost trades on the world market for farmed salmonoids, and parts of revenues and 
accounts receivable are denominated in foreign currency. On the other hand, purchases 
of raw materials, etc. are predominantly denominated in DKK. Fluctuations in foreign 
exchange rates, therefore, present a financial risk to the Group. 

9.2.2 Interest rate risk 

The entire loan portfolio is at the moment based on floating rate contracts. The Company 
assesses on a running basis the need to enter into fixed interest rate contracts. 

9.2.3 Credit risk 

The risk that counterparties do not have the financial strength to meet their obligations is 
considered relatively low, since losses due to bad debts historically have been small. 
However, following the international crisis, the risk of losses may be considered 
increasing. The Group has guidelines to ensure that sales are made only to customers 
that have not previously had payment problems and that outstanding balances do not 
exceed fixed credit limits. The majority part of the total accounts receivable is insured. As 
not all receivables are insured, the Group has to accept a certain risk element in accounts 
receivable. 

The gross credit risk on the date of the statement of financial position corresponds to the 
Group’s receivables portfolio on the date of the statement of financial position. 

9.2.4 Liquidity risk 

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as 
they fall due. Liquidity risk is managed by maintaining a flexible financial structure which 
is secured by means of established borrowing facilities. The Group’s objective is to have 
sufficient cash, cash equivalents or medium-term credit facilities to meet its borrowing 
requirement in the short term. Unused credit facilities are described in section 9.1.6, 
where the terms also are described. 

9.2.5 Use of financial instruments 

Bakkafrost’s material contracts are in general measured in DKK. 

9.2.6 Capital structure and equity 

The prime objective of the Group’s capital management is to ensure that it maintains a 
good credit rating in order to achieve favourable borrowing terms. By ensuring a good 
debt-to-equity ratio, the Group will support its business operations. The Group manages 
and makes changes to its capital structure in response to an ongoing assessment of 
financial conditions under which the business operates and its short- and medium-term 
outlook, including any adjustment in dividend payouts, buyback of own shares, capital 
reduction or issue of new shares. 
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10. ADDITIONAL INFORMATION  

10.1 Documents on display 

Copies of the following documents will during a period of 12 months following the 
publication of this Information Memorandum be available for inspection at any time 
during normal business hours on any business day free of charge at the registered office 
of the Company:  

• The Articles of Association of Bakkafrost 

• The memorandum of incorporation of Bakkafrost 

• The Company’s audited consolidated financial statements as of, and for the years ended, 
31 December 2010, 2009 and 2008. 

• historical financial information for the Company’s subsidiaries 

• The Information Memorandum 

10.2 Documents incorporated by reference 

The information incorporated by reference in this Information Memorandum shall be read 
in connection with the cross-reference list as set out in the table below. Except as 
provided in this Section, no other information is incorporated by reference into this 
Information Memorandum. 

The Company incorporates the audited consolidated financial statements as of, and for 
the years ending 31 December 2010, 2009 and 2008. 

Disclosure 
requirements of 
the Information 
Memorandum 

Section in the 
Information 

Memorandum 

Reference document and link Page 
number 

in 
reference 
document 

Bakkafrost – Annual and 
consolidated report and accounts – 
year to 31 December 2010: 

http://www.bakkafrost.com/upload
/annualreports/annualandkonsolida
tedreport2010.pdf 

 

Bakkafrost – Annual and 
consolidated report and accounts – 
year to 31 December 2009: 

http://www.bakkafrost.com/upload
/annualreports/bakkafrostannualre
port2009.pdf 

 

Audited 
historical 
information 
(Annex I, 
Section 20.1) 

Section 7.1 

Bakkafrost – Annual and 
consolidated report and accounts – 
year to 31 December 2008: 

http://www.bakkafrost.com/upload
/árs-
%20og%20konsernfrásøgn%20200
8%20-
%20bakkafrost%20holding.pdf 

P 23-78 
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Bakkafrost – Annual and 
consolidated report and accounts – 
year to 31 December 2010: 

http://www.bakkafrost.com/upload
/annualreports/annualandkonsolida
tedreport2010.pdf 

 

Bakkafrost – Annual and 
consolidated report and accounts – 
year to 31 December 2009: 

http://www.bakkafrost.com/upload
/annualreports/bakkafrostannualre
port2009.pdf 

 

Audit report 
(Annex I, 
Section 20.4.1) 

Section 7.1 

Bakkafrost – Annual and 
consolidated report and accounts – 
year to 31 December 2008: 

http://www.bakkafrost.com/upload
/árs-
%20og%20konsernfrásøgn%20200
8%20-
%20bakkafrost%20holding.pdf 

 

 

 

Accounting 
policies 

(Annex I, 
Section 20.1) 

Section 7.1 Bakkafrost – Annual and 
consolidated report and accounts – 
year to 31 December 2010: 

http://www.bakkafrost.com/upload
/annualreports/annualandkonsolida
tedreport2010.pdf 

 

 

10.3 Confirmation regarding sources 

The Company confirms that when information contained in this Information Memorandum 
has been sourced from a third party it has been accurately reproduced and, as far as the 
Company is aware and able to ascertain from the information published by that third 
party, no facts have been omitted that would render the reproduced information 
inaccurate or misleading. 
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11. DEFINITIONS 

The following definitions and glossary apply in this Information Memorandum unless 
otherwise dictated by the context, including the foregoing pages of this Information 
Memorandum.  

 

Aquaculture Fish farming or food production in water to supplement 
nature’s own production of fish and other seafood 

Articles or Articles of The current articles of association of Bakkafrost  
Bakkafrost P/f Bakkafrost, the holding company of the Group of 
Base Financing The credit facility and instalment loan established in 2010 
Board of Directors or Board   The Board of Directors of P/f Bakkafrost  
Brood fish  Fish that are used for reproduction purposes 
CEO   Chief Executive Officer   
CET Central European Time 
CFO   Chief Financial Officer   
Combined Group The Bakkafrost Group together with Havsbrún and all its 

subsidiaries. 

Company Bakkafrost 

DKK or Danish kroner The lawful currency of Denmark 
EBIT   Earnings before interest and tax   
EBITDA   Earnings before interest, tax, depreciation and 
EU  The European Union 
FAO Food and Agriculture Organization of the United Nations 
Faroese Public Company Act  Act no. 1356 of 9 December 2007 
Feed Conversion rate (FCR)  The relationship between feed input and growth of farmed 

production 
FHL  Fiskeri  og havbruksnæringens landsforening 
FO-GAAP GAAP; accounting principles generally accepted in Faroese 

Islands 

GDP   Gross Domestic Product, the total market value of all final 
goods and services produced in a country in a given year, 
equal to total consumer, investment and government 
spending, plus the value of exports, minus the value of 
imports. 

Group or Bakkafrost Group   The Company and its subsidiaries.   

GW Weight of round fish after removal of heart, guts, stomach 
and kidneys. (gutted weight) 

GWE   Gutted Weight Equivalent (same as HOG)   
Hatchery A facility into which eggs are placed for hatching 
Havsbrún P/f Havsbrún 
HOG   Head On Gutted (same as GWE)   
ICES  International Council for Exploration of the Sea 
IFRIC   International Financial Reporting Interpretation 
IFRS International Financial Reporting Standards 
Inpact Sp/F Grannskoðaravirkið INPACT 
Information Memorandum This document  

ISIN Securities number in the Norwegian Registry of Securities 
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Kontali  Kontali Analyse AS 
LWE  Live weight equivalents 
MDKK Millions DKK 
NOK   Norwegian Kroner, the lawful currency in Norway   
Nordea Nordea Bank Norge ASA 
Norwegian Corporate 
Governance 

Norwegian Code of Practice for Corporate Governance 
dated 29 October 2010 

Norwegian Securities The Norwegian Securities Trading Act of 29 June 2009 no. 
Oslo Børs Oslo Børs ASA 
PPE Property, Plant and Equipment 
Primary processing  The slaughter and initial processing of farmed fish, ex. bled 

and gutted fish 

R&D Research & Development 
Secondary processing Processing subsequent to primary processing (e.g. filleting, 

skinning and cutting into portions) 

Transaction Bakkafrost’s acquisition of Havsbrún as described in this 
Information Memorandum 

VPS   Verdipapirsentralen (Norwegian Central Securities 
Depository), which organizes the Norwegian paperless 
securities registration system.   

Well boat  A special vessel for the transportation of live fish 
WFE  Whole fish equivalent (round, un-gutted fish) 
YTD   Year to date   
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