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NOTES FINANCIAL STATEMENTS 2007

Notes

I. Accounting policies

Basis of accounting

The Annual Report 2007 of Bredrene Hartmann A/S has been prepared in
accordance with International Financial Reporting Standards as adopted by
the EU and additional Danish disclosure requirements to the annual reports
of listed companies, cf. the disclosure requirements to the annual reports
of listed companies issued by the OMX Nordic Exchange Copenhagen and
the IFRS ministerial order issued in pursuance of the Danish Financial State-
ments Act.The annual report also complies with the International Financial
Reporting Standards issued by the IASB.

The annual report is presented in Danish kroner (DKK), rounded up to DKK

million.

Changes in accounting policies

Effective from | January 2007 the Group has implemented IFRS 7 and IAS
32 on ‘Financial Instruments’, IAS | on ‘Presentation of Financial Statements'.
The new financial reporting standards did not affect recognition and meas-
urement, and so the accounting policies applied are identical to those applied
last year. The new standards only involve changes in information disclosed in

the notes. The comparative figures have been restated accordingly.

Description of accounting policies
including critical accounting policies

In the following section, accounting policies emphasised in bold and with
a different background colour are policies that are considered by Manage-

ment as the most significant for the Group.

Basis of consolidation

The consolidated financial statements comprise the parent company,
Bredrene Hartmann A/S, and enterprises in which the parent company di-
rectly or indirectly holds the majority of voting rights or which the parent
company in some other way controls (subsidiaries). Enterprises in which the
Group holds between 209% and 50% of the voting rights and over which it
exercises significant influence, but which it does not control, are considered
associates. The consolidated financial statements are prepared on the basis
of the financial statements of the parent company and the subsidiaries by
consolidating like items. The financial statements used for the Annual Re-
port 2007 of the Group have been prepared in accordance with the Group's
accounting policies. On consolidation, intra-group income and expenses,
shareholdings, intra-group dividend balances, and realised and unrealised
gains and losses on intra-group transactions are eliminated. The parent com-
pany's investments in the consolidated subsidiaries are set off against the
parent company’s share of the subsidiaries’ fair value of identified net assets

determined at the date of consolidation.

Business combinations
Enterprises acquired or formed during the year are recognised in the con-

solidated financial statements from the date of acquisition or formation. En-

terprises divested or liquidated are recognised in the consolidated income
statement until the date of divestment. The comparative figures are not
restated to reflect acquisitions. Discontinued operations are stated sepa-
rately, cf. below. Acquisitions of enterprises in which the parent company
obtains control are accounted for using the purchase method. Identifiable
assets, liabilities and contingent liabilities of acquired enterprises are stated
at their fair value at the date of acquisition. Identifiable intangible assets are
recognised insofar as they are separable or arise from contractual rights and
a reliable fair value can be calculated. Deferred tax is recognised on revalua-
tions. Positive differences (goodwill) between the cost and the fair value of
the acquired identifiable assets, liabilities and contingent liabilities are recog-
nised as goodwill under intangible assets. Goodwill is not amortised, but is
tested annually for impairment, the first impairment test being performed
before the expiry of the year of acquisition. Upon acquisition, goodwill is
allocated to the cash-generating units subsequently providing a basis for the
impairment tests. In case of measurement uncertainty for acquired iden-
tifiable assets, liabilities and contingent liabilities at the time of acquisition,
initial recognition will be based upon a preliminary calculation of fair values.
Should it later turn out that the fair value of identifiable assets, liabilities and
contingent liabilities at the date of acquisition was different from the fair
value initially anticipated, goodwill will be adjusted for a period of up to
twelve months after the acquisition. The effect of the adjustment is recog-
nised in equity, and the comparative figures are restated accordingly. Gains
or losses on the divestment or liquidation of subsidiaries and associates are
stated as the difference between the sales amount or liquidation amount
and the carrying amount of the net assets including goodwill at the date of

divestment plus anticipated divestment or liquidation costs.

Foreign currency translation

A functional currency is designated for each of the reporting entities in the
Group. The functional currency is the currency used in the primary economic
environment in which the individual reporting entity operates. Transactions
denominated in currencies other than the functional currency are transac-
tions in foreign currency. On initial recognition, transactions denominated in
foreign currency are translated into the functional currency at the exchange
rate prevailing at the transaction date. Gains and losses arising between the
transaction rate and the rate prevailing at the date of payment are recognised
in the income statement under financial income and expense, net. Receiva-
bles, payables and other monetary items denominated in foreign currency
are translated into the functional currency at the exchange rate prevailing at
the balance sheet date. Differences between the balance sheet rate and the
transaction rate or the exchange rate stated in the latest annual report are

recognised in the income statement under financial income or expense, net.

On recognition of foreign subsidiaries and associates with functional cur-
rencies other than DKK, income statement items are translated at trans-
action rates, and balance sheet items including goodwill are translated at
balance sheet rates. Transaction rates are calculated as the average rate of
the individual month to the extent that this does not provide a materially

different picture.

Foreign exchange differences arising on the translation of opening equity of
these entities at the balance sheet rates and on the translation of income

statement items from average rates to the balance sheet rates are recog-
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nised in the consolidated financial statements as a separate reserve directly
in equity. Foreign exchange adjustments of intra-group balances with foreign
subsidiaries, which are considered part of the total investment in subsidiaries
with functional currencies other than DKK, are recognised in the consoli-
dated financial statements as a separate reserve directly in equity. Similarly,
foreign exchange gains and losses on such parts of loans and derivative finan-
cial instruments designated as hedges of foreign subsidiaries as effectively
set off foreign exchange gains and losses on investments in the subsidiary
are also recognised in the consolidated financial statements as a separate

reserve directly in equity.

Upon the total or partial divestment of a foreign entity or upon the settle-
ment of intra-group balances that are considered part of the net investment,
such part of the accumulated foreign exchange translation differences as is
recognised directly in equity and which is attributable thereto is recognised
in the income statement concurrently with the recognition of any gains or

losses from the divestment.

Derivative financial instruments

Derivative financial instruments are recognised and measured in the balance
sheet at fair value. Positive and negative fair values of derivative financial in-
struments are included in other receivables and payables, respectively, and
positive and negative values are set off solely when the enterprise has the
right to and intends to settle several contracts simultaneously (settlement of
difference). The fair value of derivative financial instruments is calculated on
the basis of current market data. Changes in the fair value of derivative finan-
cial instruments designated as and qualifying for recognition as a hedge of the
fair value of a recognised asset or liability are recognised in the income state-
ment together with changes in the fair value of the hedged asset or liability as
regards the hedged part. Changes in such part of the fair value of derivative
financial instruments as has been designated as and qualifies for recognition as
a hedge of future cash flows, and which effectively hedges changes in the value
of the hedged item, are recognised in equity. Income and expenses relating to
such hedging transactions are transferred from equity upon the realisation of
the hedged item and are recognised in the same line item as the hedged item.
For derivative financial instruments that do not qualify for hedge accounting,
changes in fair value are recognised in the income statement under interest in-
come and expense and similar items as they occur. Changes in the fair value of
derivative financial instruments used as a hedge of net investments in foreign
subsidiaries and which effectively hedges against changes in foreign exchange
rates in these enterprises are recognised in equity in the consolidated financial

statement as a separate reserve for foreign exchange translation differences

Income statement

Revenue

Revenue from the sale of goods for resale and finished goods is recognised
in the income statement provided that delivery and transfer of risk to the
buyer has taken place by the balance sheet date and that the income can
be reliably measured and is expected to be received. Revenue is meas-
ured at the fair value of the consideration receivable exclusive of VAT.
Discounts granted are recognised as revenue. Contract work in progress

concerning the production of moulding machines in Hartmann Technol-

ogy is recognised as revenue by reference to the stage of completion,
meaning that revenue corresponds to the selling price of work performed
during the year (the percentage of completion method). Revenue is rec-
ognised when total income and expense relating to the contract and the
stage of completion of the work at the balance sheet date can be reliably
calculated and when it is probable that the economic benefits including

payments will flow to the Group.

Production costs

Production costs comprise direct and indirect costs including deprecia-
tion and amortisation and salaries incurred in generating the revenue for
the year. Production costs also comprise research costs and any develop-

ment costs not qualifying for capitalisation.

Also, amortisation of capitalised development costs is recognised.

Sales and distribution costs
Sales and distribution costs comprise costs in relation to freight, sales staff,

advertising, exhibitions and depreciation and amortisation.

Administrative expenses
Administrative expenses comprise expenses in relation to administrative
staff, management, office premises, office expenses, depreciation and am-

ortisation.

Other operating income and costs
Other operating income and costs comprise accounting items of a second-

ary nature.

Profit/(loss) from investments in associates in the consolidated
financial statements

The proportionate share of the profit/(loss) of associates after tax and mi-
nority interests and after elimination of the proportionate share in intra-
group profit/(loss) is recognised in the income consolidated statement of

the parent company.

Dividend from investments in subsidiaries and associates in the
parent company’s financial statements

Dividend from investments in subsidiaries and associates is recognised as
income in the parent company’s income statement in the financial year it
is declared. However, where the amount of declared dividend exceeds the
accumulated earnings after the date of acquisition, dividend is recognised as

a impairment of the investment cost.

Financial income and expense, net

Financial income and expense, net comprise interest, realised and unrealised
foreign exchange translation differences, revaluation of securities, amortisa-
tion of liabilities and surcharges and refunds under the on-account tax scheme.
Also included are realised and unrealised gains and losses relating to derivative

financial instruments not qualifying for classification as a hedge.



42

NOTES FINANCIAL STATEMENTS 2007

Notes

Tax on the profit/(loss) for the year

The parent company is subject to the Danish rules on joint taxation of the
Danish subsidiaries in the Group. Subsidiaries are covered by the joint taxa-
tion arrangement for as long as they are included in the consolidation in the
consolidated financial statements. The parent company is the management
company for the joint taxation arrangement and handles the settlement
of all corporation tax payments to the tax authorities. For the purpose of
the settlement of joint taxation contributions, the actual amount payable in
Danish corporation tax is divided among the jointly taxed companies in pro-
portion to their taxable income. In this connection companies with a tax loss
will receive joint taxation contributions from companies capable of utilising
these losses to reduce their own taxable profit (full distribution). Tax for the
year, comprising current corporation tax for the year, joint taxation contri-
butions for the year and changes in deferred tax for the year, including such
changes as follow from changes in the tax rate, is recognised in the income
statement for such part of it as can be attributed to the profit/(loss) for the
year, and directly in equity for such part of it as is attributable to amounts

recognised directly in equity.

Statement of cash flows

The statement of cash flows shows the Group's cash flows from operating,
investing and financing activities for the year, the year's changes in cash and
cash equivalents and the Group's cash and cash equivalents at the opening
and closing of the year. The cash flow effect of acquisitions and divestments
of enterprises is shown separately under cash flows from investing activities.
Cash flows from acquisitions of enterprises are recognised in the statement
of cash flows from the date of acquisition. Cash flows from divestments of

enterprises are recognised until the date of divestment.

Cash flows from operating activities
Cash flows from operating activities are determined as the profit/(loss) for
the year adjusted for non-cash income statement items, changes in working

capital and corporation tax paid.

Cash flows from investing activities
Cash flows from investing activities comprise payments in connection with
acquisitions and divestments of intangible assets and property, plant and

equipment, including acquisitions of enterprises.

Cash flows from financing activities

Cash flows from financing activities comprise the raising and repayment of
loans, changes in the amount or composition of the share capital including
acquisitions and divestments of treasury shares and related costs and divi-

dend payments to shareholders.

Cash flows from discontinued operations

Cash flows from discontinued operations are determined as the total
amount of cash flows from the discontinued operations, including cash flows
from operating activities and investing activities as well as from financing
activities. Cash flows from discontinued operations are determined for the

full financial year.

Cash and cash equivalents
Cash and cash equivalents comprise cash, current bank debt and securities
with a term of three months or less which are easily convertible into cash

and which are subject to an insignificant risk of changes in value.

Balance sheet

Goodwill

Goodwill is initially recognised in the balance sheet at cost as described in
business combinations, with subsequent recognition at cost less accumulat-
ed impairment. Goodwill is not amortised. The carrying amount of goodwill
is allocated to the Group's cash-generating units at the time of acquisition.
The identification of cash-generating units follows the management struc-

ture and internal financial control.

Development projects

Development projects comprise salaries, amortisation and depreciation,
and other costs attributable to the Group’s development activities. Devel-
opment projects that are clearly defined and identifiable, and where the
technical utilisation degree, sufficient resources and potential future market
or development opportunities in the Group are evidenced, and where the
Group intends to produce, market or use the project, are recognised as
intangible assets provided that the cost can be measured reliably and there
is sufficient assurance that future earnings or the net sales price can cover
production costs, sales and distribution costs and administrative expenses
as well as development costs. Development projects not eligible for recog-
nition in the balance sheet are recognised in the income statement as and

when the costs are incurred.

Capitalised development costs are measured at cost less accumulated de-
preciation and impairment. Following the completion of the development
work, capitalised development costs are amortised on a straight-line basis

over the estimated useful life. The amortisation period is 5-10 years.

Property, plant and equipment

Property, plant and equipment are measured at cost less accumulated de-
preciation and impairment. Cost comprises the purchase sum and any
costs directly attributable to the acquisition until such time as the asset
is available for use. The cost of self-constructed assets comprises direct
and indirect costs related to wages and salaries, materials, components
and sub-suppliers. The cost of an entire asset is divided into separate
components for individual depreciation where the useful life is different
for the individual components. Subsequent costs, e.g. for the replacement
of components of property, plant and equipment, are recognised in the
carrying amount of the asset when it is likely that the expenditure of the
replacement involves future financial benefits to the Group. The carry-
ing amount of the replaced components will no longer be recognised in
the balance sheet, but is transferred to the income statement. All other
costs related to general repair and maintenance are recognised in the
income statement as and when incurred. Property, plant and equipment
are depreciated on a straight-line basis over the expected useful life of the

assets/components. The expected useful lives are as follows:
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* Buildings and building parts 15-25 years
* Plant and machinery 5-15 years
* Other operating equipment and fixtures 5-10 years

* IT equipment including basic program 3-5 years

Depreciation is not provided on land. The depreciation basis is deter-
mined taking into account the scrap value of the asset less any impairment
losses. The scrap value is determined at the time of acquisition and is
revalued annually. If the scrap value exceeds the carrying amount of the
asset, depreciation will cease. The effect on depreciation of changes in
the depreciation period or scrap value is recognised prospectively as a
change in accounting estimates. Depreciation is recognised in the income
statement as production costs, divestment and distribution costs and ad-
ministrative expenses respectively. Gains and losses on the divestment of
property, plant and equipment are determined as the difference between
the sales price less divestment costs and the carrying amount at the date
of divestment. Gains or losses are recognised in the income statement in

the item under which the assets are depreciated.

Leases (parent company)

Leases relating to property, plant and equipment in which the parent com-
pany obtains the title, but for which all material risks and maintenance obli-
gations are assigned to the subsidiary (finance leases), are recognised in the
balance sheet of the parent company in the same way as other non-current
assets. The cost of finance leases is stated at the net present value of future
lease payments. For the calculation of the net present value, the interest rate

stated in the leases is used as the discount rate.

Investments in associates in the consolidated

financial statements

Investments in associates are measured according to the equity method.
Investments in associates are measured in the balance sheet at the pro-
portionate share of the enterprises’ equity value calculated in accordance
with the parent company’s accounting policies minus or plus the proportion-
ate share of unrealised intra-group profits and losses and plus the carrying

amount of goodwill.

Investments in subsidiaries and associates in the parent compa-
ny’s financial statements
Investments in subsidiaries and associates are measured at cost. Where the

cost is higher than the recoverable amount, the investments are written down
to the lower of the two. Cost is reduced by such an amount in declared divi-

dend as exceeding the accumulated earnings after the date of acquisition.

Other investments

Other investments which consist of unlisted foreign companies and which
are available for sale are recognised at cost under non-current assets at the
date of transaction with subsequent measurement at estimated fair value de-
termined on the basis of market data and recognised valuation methods for
unlisted securities. If a reliable fair value cannot be determined, securities are
measured at cost. Unrealised fair value adjustments are recognised directly
in equity, except for impairment losses and the reversal thereof, which are

recognised in the income statement under financial income and expense,

net. Upon a sale, the accumulated fair value adjustment recognised in equity is

transferred to financial income and expense, net in the income statement.

Impairment of non-current assets

Goodwill and intangible assets with unidentifiable useful lives are tested
for impairment annually, the first impairment test being performed prior
to the expiry of the year of acquisition. Similarly, annual impairment tests

are performed for ongoing development projects in progress.

The carrying amount of goodwill is tested for impairment minimum once
a year together with the other non-current assets of the cash-generating
unit to which goodwill has been allocated and is written down to the
recoverable amount in the income statement if the carrying amount is
the higher of the two. As a general rule, the recoverable amount is cal-
culated as the net present value of expected future net cash flows from
the enterprise or operation (cash generating unit) to which the goodwill
is allocated. Deferred tax assets are tested for impairment annually and
are written down if it is deemed likely that the deferred tax asset cannot
be eliminated in tax on future income or by set-off against deferred tax li-
abilities in the same legal tax entity and jurisdiction. The assessment takes
account of the type and nature of the recognised deferred tax asset, the
estimated period for the elimination of the deferred tax asset, tax-plan-
ning possibilities etc. The carrying amount of other non-current assets is
tested annually for any indication of impairment. When such an indication
exists, the recoverable amount of the asset is determined. The recover-
able amount is the higher of the net selling price and the net present value
of expected future net cash flows. An impairment loss is recognised when
the carrying amount of an asset or its cash-generating unit exceeds the
recoverable amount of the asset or its cash-generating unit. Impairment
losses are recognized in the income statement. Impairment on goodwill
is not reversed. Impairment losses on other assets are reversed to the
extent that changes have occurred in the assumptions and estimates used
to determine impairment. Reversals of impairment are made only to the
extent that the new carrying amount of the asset does not exceed the
carrying amount it would have had upon impairment, had the original im-

pairment not been made.

Inventories

Inventories are measured at cost in accordance with the weighted average
cost method. Where the net realisable value is lower than the acquisition
cost, inventories are written down to the lower of the two. Goods for re-
sale, raw materials and consumables are measured at cost, comprising the
purchase price plus delivery costs. Finished goods and work in progress
are measured at cost, comprising the cost of raw materials, consuma-
bles, direct labour costs and production overheads. Production overheads
comprise indirect materials and labour costs as well as maintenance and
depreciation of production machinery, buildings, equipment, plant admin-

istration and management. Borrowing costs are not recognised.

The net realisable value of inventories is determined as the selling price
less costs of completion and costs necessary to make the sale and is de-
termined taking into account marketability, obsolescence and develop-

ments in the expected selling price.
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Receivables
Receivables are measured at amortised cost. Write-downs are made on the

basis of probability of default. Impairment is made on the basis of probability
of default when a depreciation is estimated to occur. Impairment is made at

individual and portfolio level.

Contract work in progress

Contract work in progress is measured at the selling price of the work per-
formed. The selling price is measured by reference to the stage of comple-
tion at the balance sheet date and the total expected income from the
individual contracts. The stage of completion is determined on the basis of
an assessment of the work performed. Contract work in progress for which
the selling price of the work performed exceeds progress billings and ex-
pected losses is recognised in receivables. Contracts for which progress bill-
ings and expected losses exceed the selling price are recognised in liabilities.
Prepayments from customers are recognised in liabilities. Selling costs and
costs incurred in securing contracts are recognised in the income statement

as and when incurred.

Prepayments
Prepayments recognised in assets comprise costs incurred that relate to

subsequent financial years.

Equity

Dividend
Proposed dividend is recognised as a liability at the time it is adopted at the
AGM.

The amount proposed in dividend for the year is stated as a separate item

under equity.

Treasury shares
Costs of acquisition and divestment and dividend received on treasury
shares acquired by the parent company or the subsidiaries are recognised

directly as retained earnings under equity.

Translation reserve
The translation reserve in the consolidated financial statements includes

exchange rate differences occurring in the translation of the financial state-
ments of foreign subsidiaries from their functional currency to the presenta-

tion currency of the Group.

Hedging reserve
The hedging reserve contains the accumulated net change in fair value of
hedged transactions eligible as hedges of future payment flows and for

which the hedged transaction has not yet been realised.

Incentive programs

The provisions of IFRS 2 on ‘Share-Based Payments’ are used as the basis of
recognition and measurement. The programs are equity-settled, with meas-
urement at fair value at the time of allotment and recognition in the income
statement under staff costs for the period during which the final entitle-

ment to the options is earned. The offsetting entry is recognised directly in
equity.The fair value of the allotted options at the time of allotment is based

upon a Black-Scholes model.

Pension obligations

Payments made to defined-contribution plans, under which the Group regu-
larly pays fixed contributions into an independent pension fund, are recognised
in the income statement in the period to which they relate, and outstanding

payments are recognised in the balance sheet under other payables.

For defined-benefit plans, annual actuarial calculations are made of the
present value of future benefits payable under the pension plan. The calcu-
lation of the present value builds upon assumptions about the future devel-
opments of factors such as wages and salaries, interest rates, inflation and
mortality. The present value is calculated solely for those benefits that have
been earned by the employees in return for past service rendered to the
Group. The present value as calculated by actuaries, less the fair value of any
assets relating to the plan, is recognised in the balance sheet under pension
obligations. The total pension costs of the year, based upon actuarial esti-
mates and a financial forecast at the beginning of the year, are recognised in
the income statement. The difference between the forecast development
in pension assets and liabilities and the realised values is called actuarial gains
or losses and is recognised directly in equity in accordance with IAS 19. If a
pension plan net is an asset, such asset is recognised only insofar as it leads to

future refunds under the plan or a reduction in future contributions.

Corporation tax and deferred tax

According to the rules on joint taxation, the parent company in its ca-
pacity of management company assumes liability for the payment of cor-
poration tax of the Danish subsidiaries by reference to the payment by
the subsidiaries of joint taxation contributions. Current tax payable and
receivable is recognised in the balance sheet as tax computed on the tax-
able income for the year, adjusted for tax on the taxable income of prior
years and for tax paid on account. Joint taxation contributions payable
and receivable are recognised in the balance sheet of the parent company

under intra-group balances with affiliates.

Deferred tax is measured using the balance sheet liability method on all
temporary differences between the carrying amount and the tax base
of assets and liabilities. However, deferred tax on temporary differences
relating to goodwill for tax purposes that is not eligible for amortisation
and office buildings and other items is not recognised where temporary
differences — other than business acquisitions — arise at the date of acqui-
sition without affecting either the profit/(loss) for the year or the tax-
able income. Where alternative tax rules can be applied to determine
the tax base, deferred tax is measured on the basis of planned use of the
asset as decided by Management, or settlement of the liability respec-
tively. Deferred tax assets, including the tax base of tax losses allowed
for carry forward, are recognised under other non-current assets at the
expected value of their utilisation, either by being eliminated in tax on
future income or by being set off against deferred tax liabilities within the
same legal tax entity and jurisdiction. Adjustment is made to deferred tax

relating to eliminations made of unrealised intra-group profits and losses.
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Deferred tax is measured according to the tax rules and at the tax rates
applicable in the respective countries at the balance sheet date when the

deferred tax is expected to crystallise as current tax.

Other provisions

Other provisions mainly consist of warranty obligations and obligations re-
lating to reorganisation. Other obligations are recognised when, as a result
of events occurring before or at the balance sheet date, the Group incurs
a legal or constructive obligation, and it is probable that there may be an
outflow of financial resources to settle the obligation. Other obligations are
measured at the best estimate of Management with regard to the amount
required to settle the obligation. Warranty obligations are recognised when
goods and services are sold on the basis of warranty costs incurred in pre-
vious financial years. Reorganisation costs are recognised as liabilities pro-
vided that a detailed, formal reorganisation plan has been announced to the

persons involved not later than at the balance sheet date.

Financial liabilities

Amounts owing to mortgage credit institutions and banks are recognised at
the date of borrowing at the net proceeds received less transaction costs
paid. In subsequent periods, the financial liabilities are measured at amortised

cost corresponding to the capitalised value using the effective interest rate.

Accordingly, the difference between the proceeds and the nominal value (cap-

ital loss) is recognised in the income statement over the term of the loan.

Other liabilities are measured at net realisable value.

Prepayments
Prepayments included in liabilities comprise payments received concerning

income in subsequent financial years.

Government grants

Government grants received are recognised in the income statement in
the period in which the corresponding costs are recognised. Grants relat-
ing to property, plant and equipment are recognised as liabilities in the
balance sheet. The grants are recognised in the income statement over

the useful lives of the assets.

Assets held for sale

Assets held for sale include non-current assets and divestment groups held
for sale. Assets are classified as ‘assets held for sale’ if their carrying amount
will be recovered primarily by a sale within 12 months according to a formal
plan rather than by continued use. Assets or divestment groups held for sale
are measured at the lower of the carrying amount and fair value less costs
to sell. No depreciation and amortisation is performed on assets from the
time they have been classified as ‘assets held for sale’. Impairment losses
occurring in connection with the first classification as ‘assets held for sale’,
and gains or losses in relation to subsequent measurement at the lower of
the carrying amount and fair value less costs to sell are recognised in the
income statement under the items to which they relate. Gains and losses

are disclosed in the notes to the financial statements. Assets and related

liabilities are segregated line by line in the balance sheet, and the main items

are specified in the notes.

Presentation of discontinued operations

Discontinued operations constitute an entity for which it is possible to
clearly distinguish its activities and cash flows from the rest of the Group
both operationally and for financial reporting purposes, and where the en-
tity either has been divested or has been turned into a separate entity for
the purpose of divestment, with divestment expected to take place within
twelve months pursuant to a formal plan. Profit after tax on discontinued
operations and revaluations after tax of related assets and liabilities are in-
cluded in a separate line in the income statement with comparative figures.
The notes will state revenue, costs, revaluations and tax for the discontinued
operations. Assets and related liabilities for discontinued operations are seg-
regated line by line in the balance sheet, cf. the section ‘assets held for sale’,
and the main items are disclosed in the notes. Cash flows from operating,
investing and financing activities of the discontinued operations are stated

in a note.

Segment information

The Group’s main activities and primary segments are:

* Egg Packaging Europe

* Egg Packaging North America

* Industrial Packaging

* Other segments, includes Hartmann Technology, Power Plant and Group

functions

The Group’s geographical areas and secondary segments are:
* Western Europe

* Central and Eastern Europe

* North America

* South America

* Asia

The division into segments is basically in accordance with the Group's man-
agement structure and internal financial control. Segment income and costs,
cash flows from operating and investing activities, and segment assets and
liabilities comprise those items that are directly attributable to the individual
segment as well as those items that can be allocated to the individual seg-
ment on a reliable basis. Non-allocated items primarily comprise assets and
liabilities as well as income and costs relating to the corporate administra-
tive functions, investment activities, income taxes etc. A segment comprises
those non-current assets that are used directly in the segment’s operations
including intangible assets, property, plant and equipment, and investments
in associates. A segment comprises current assets that are used directly
in the segment’s operations including inventories, trade receivables, other
receivables, prepayments and cash and cash equivalents. Segment liabilities
comprise liabilities resulting from the segment’s operations including trade

payables and other payables.
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2. Cricital accounting estimates and judgments

Estimation uncertainty
The determination of carrying amounts and the preparation of the annual report build upon estimates by Management of the likely effect of future events on the
value of certain assets and liabilities. These estimates build upon assumptions which in the opinion of Management are valid, but which are inherently uncertain

and unpredictable.

Trade receivables
Write-downs for losses on bad debts are made based on individual assessments of trade debtors including those with a previous bad payment record, customer

credit ratings and current developments in economic trends in the countries in which the Group operates.

Deferred tax
In the measurement of deferred tax assets it is assessed whether or not, on the basis of budget and operating plans, future years’ earnings will allow the utilisation

of the temporary differences between tax values and carrying amounts or tax loss carry forwards.

Non-current assets
An assessment is made of the recoverability of the carrying amount of non-current assets. The assessment of recoverable amount is based upon the utilisation of

the assets in the individual cash-generating units and the possibility of using the asset elsewhere within the Group.

Impairment of operations in North America
In view of the continued losses in the group’s operations in North America and the recent strong increase in the CAD/USD cross rate and lower expectations
from the original production targets, have led to the fact that the assets in North America have been impaired accordingly. The impairment appears in a separate

line in the income statement.

Group Parent company

2007 2006 2007 2006
3. Revenue
Value of goods sold 1,472.2 1446.3 652.6 681.8
Sales value of production for the year from contracts 19.8 28.4 78.6 54.8
Sales of services to subsidiaries 0.0 0.0 0.5 13.1
Total revenue 1,492.0 1,474.7 731.7 749.7
4. Cost of sales
Cost of sales for the year 732.0 750.7 474.4 422.6
Inventory write-downs for the year 0.8 I.8 0.8 04
Reversed inventory write-downs (2.0) (C.1) (2.0) ©.1)
Total cost of sales 730.8 752.4 473.2 422.9
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Group Parent company

2007 2006 2007 2006
5. Staff costs
Breakdown of staff costs:
Wages, salaries and remuneration 479.1 499.9 269.3 2629
Payments to defined-benefit pension plans 4.0 3.1 0.0 0.0
Payments to defined-contribution pension plans 31.5 34.8 21.8 13.9
Other social security costs 25.5 25.5 3.7 1.8
Total staff costs 540.1 563.3 294.8 278.6
Recognition of staff costs in the financial statements:
Production costs 398.1 366.3 2284 210.2
Sales and distribution costs 61.4 577 12.9 4.8
Administrative expenses 709 88.6 53.5 63.6
Discontinued operations 9.7 50.7 0.0 0.0
Total staff costs 540.1 563.3 294.8 278.6
No. of employees
Average no. of full-time employees 2.036 2,397 675 672
Average no. of full-time employees, continuing operations 1,946 1,929 675 672

See also note 2| on p. 64 on pension obligations.

Remuneration to members of Executive Board and the Board of Directors

The remuneration of members of the Executive Board is based on a fixed salary, pension, bonus, share options and non-monetary elements in the form of company

car and phone. Bonuses are allocated on an individual basis and are performance-related.

The Group's Executive Board and a few key employees have an agreement under which, in the event that a controlling stake in the company changes hands, the

notice of termination is extended to 24 months effective from the date the shareholding is sold. The extended notice will apply for a period of up to |8 months

after the transfer.

2007 2006
Remuneration of the Executive Board Severance
Salary Bonus Pension pay Total Total
Former Executive Board members:
Asger Domino (resigned as at 30 September 2006) - - - - - 10.3
Per Vinge Frederiksen (resigned as at 3| October 2006) - - - - - 6.5
Steen Ulrik Madsen (resigned as at 3|1 March 2006) - - - - - 1.0
Michael Hedegaard Lyng (resigned as at 3| March 2007) 0.8 0.5 - 0.1 14 2.1
Present Executive Board members:
Peter Arndrup Poulsen (from | October 2006) 2.1 0.3 0.2 0.1 2.7 0.6
Tom Wrensted (from 23 November 2007) 0.1 0.1 - - 0.2 -
Total remuneration to the Executive Board 3.0 0.9 0.2 0.2 4.3 20.5

In late November 2006, Michael Hedegaard Lyng resigned from his position with Bradrene Hartmann A/S effective from the end of March 2007.
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5. Staff costs (cont’d)

The emolument paid to board members is a fixed amount approved by the AGM. Ordinary board members receive an annual emolument of DKK' [50,000.
The Vice-Chairman receives 2 times the amount in ordinary emolument, and the Chairman receives 3 times the amount in ordinary emolument. A new Chairman
was appointed in September 2007.

2007 2006
Emoluments to the Board of Directors
Former Board of Directors:
Chairman 0.3 0.8
Present Board of Directors:
Chairman 0.2 -
Vice-Chairman 0.3 0.5
Ordinary members 1.0 [l
Total emoluments to the Board of Directors 1.7 2.4

Accounts and Audit Committee
In late 2006 the Board of Directors set up an accounts and audit committee. Members sat for a term of one yearThere should be minimum 3 members of whom
minimum 2 should be members of the Board of Directors of Hartmann.

In late 2007, the Board of Directors decided to transfer the work of the Accounts and Audit Committee to the Board in plenary.

Members of the Accounts and Audit Committee received an amount in remuneration decided by the Board. In FY 2007 the Chairman receives an amount in
remuneration of DKK 150,000, while the ordinary members receive DKK 75,000 each.

2007 2006
Total remuneration Accounts and Audit Commitee
Chairman 0.2 -
Ordinary members 02 _
Total remuneration 0.4 -

Incentive program
Bredrene Hartmann A/S has prepared a share option program to ensure a community of interests between the Management of Bredrene Hartmann A/S and

the company’s shareholders.

The share options are allotted in a number corresponding to the value of half of the annual fixed salary. 50% is allotted without any performance requirements,

and up to 50% more is allotted on the basis of the degree of fulfilment of bonus targets.

In 2007 a total of 4,183 (2006: 0) share options were allotted to the Executive Board. The market value at the time of allotment for these options totals DKK 0.3
million (2006: DKK 0.0 million). Each option entitles its holder to acquire an existing B share of DKK 20 in the company.The options can only be settled in shares

(equity-based scheme).The share option program is covered by the company's portfolio of treasury shares.

In 2008 share options will be allotted on the basis of the performance achieved in 2007. Based on the below assumptions, the market value of these options is
determined at DKK 0.5 million for equal recognition in the period 2007-2010. The total cost relating to the share-based remuneration scheme stands at DKK
0.2 million (2006: DKK 0.0 million) which has been recognised in the income statement as part of staff costs.

In case all the share options that are unexercised at 3|1 December 2007 (4,183 options) are exercised, it would correspond to 0.12% of the share capital.

The share options are earned from the time of alttoment and three years ahead.The share options may be exercised in a period from three to five years following

the allotment. A number of requirements are attached to the share options as regards death, resignation, etc.
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Exercise period Number of options Exercise
Issued year when starting year when ending 01.01.2007  lIssued Expired  Exercised 31.12.2007 price
Members of the Executive Board
2007 0 4,183 0 0 4,183 208
Total 0 4,183 0 0 4,183
Assumptions for the determination of the market value at the time of allotment for share options recognised in 2007:

2007 2006

Market value per option, DKK 62.00 -
Share price 208.00 -
Exercise price 208.00 -
Volatility 30% -
Risk-free interest rate 4.0 -4.3% -
Exercise rate 0% -
Expected term 4 years -

Share price and exercise price are determined as the average of the price at which the Bradrene Hartmann A/S B share is listed on the OMX Nordic Exchange

Copenhagen during the first 10 trading days after the release of the consolidated financial statements.

The expected term is determined on the basis of exercise taking place in the middle of the exercise period.The market value of share options builds upon the Black

& Scholes' formula for the valuation of options based on the exercise price.

Group Parent company

2007 2006 2007 2006
6. Other operating income
Profit from sale of head office - 65.7 - 65.7
Licence fees 3.0 1.0 3.0 1.0
Total other operating income 3.0 66.7 3.0 66.7
7. Other financial income and expense
Other financial income
Dividend from subsidiaries 0.0 0.0 29.8 62.8
Dividend from associates 0.0 0.0 0.3 0.1
Interest income, subsidiaries 0.0 0.0 2.9 3.7
Net foreign exchange gain 0.0 4.2 0.0 357
Interest income, cash etc. 29 2.0 1.0 1.2
Other financial income, total 2.9 6.2 34.0 103.5
Other financial expense
Interest expense, subsidiaries 0.0 0.0 3.8 3.1
Write-down of investments in subsidiaries 0.0 0.0 3141 120.0
Losses by close-down of subsidiaries 0.0 0.0 0.0 1.2
Net foreign exchange loss 14.1 0.0 26.6 0.0
Interest expense, liabilities 37.1 214 23.6 214
Other expense 3.6 5.1 13.0 5.0
Other financial expense, total 54.8 26.5 381.9 150.7
Financial income and expense (51.9) (20.3) (347.1) (47.2)
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Group Parent company

2007 2006 2007 2006
8. Tax on profit/(loss) for the year from continuing operations
Breakdown of tax for the year:
Tax on profit/(loss) from continuing operations 73.6 3.7 (23.2) 0.4
Tax on movements in equity (24) 94 3.0 1.9
Tax relating to discontinued operations 0.0 (3.5) 0.0 (4.1
Total tax 71.2 9.6 (20.2) (1.8)
Breakdown of tax on profit/(loss) for the year of continuing operations:
Current tax 22.8 21.1 0.0 0.5
Changes in deferred tax 38.1 (21.3) (22.1) (1.2)
Change of corporate tax rate 9.1 1.9 (0.7) 0.0
Adjustment of prior-year tax 3.6 2.0 (04) [l
Total tax on profit/(loss) from continuing operations 73.6 3.7 (23.2) 0.4
Breakdown of tax on profit/(loss) for the year of continuing operations:
Profit/(loss) before tax (197.5) 42.1 (403.5) (39.1)
Dividend from subsidiaries and associates 0.0 0.0 (29.8) (62.8)
Profit/(loss) after tax in associates 0.2) (0.2) (0.3) 0.1

(197.7) 41.9 (433.6) (102.0)

Tax thereon, charged at 25%/28% (494) [1.7 (108.4) (28.6)
Adjustment of tax calculated for foreign subsidiaries in relation to 25%/28% (4.8) (2.5) 0.0 0.0
Tax effect of:
Reduction of corporation tax rate 6.3 1.9 (0.7) 0.0
Non-taxable share in profit on sale of head office 0.0 (5.8) 0.0 (5.8)
Non-deductible write-down of investments in subsidiaries 0.0 0.0 78.6 336
Non-deductible impairment of assets 47.8 0.0 0.0 0.0
Adjustment relating to joint taxation 0.0 0.0 0.0 0.2
Unrecognised deferred tax assets in foreign subsidiaries 65.1 (2.6) 0.0 0.0
Non-taxable income and non-deductible expense 5.0 (1.0) 7.7 ©.1)
Tax in prior years 3.6 2.0 (04) [l

73.6 3.7 (23.2) 0.4
Effective tax rate - 9% 6% -
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Group

2007 2006
9. Earnings per share
Profit/(loss) for the year attributable to shareholders of Brgdrene Hartmann A/S (509.7) (62.5)
Average no. of shares 3,507,545 3,507,545
Average no. of treasury shares (100,000) (100,000)
Average no. of shares in circulation 3,407,545 3,407,545
Average diluting effect of non-exercised share options 0 0
Average no. of shares, diluted 3,407,545 3,407,545
Earnings per share in DKK (EPS) (149.6) (18.3)
Earnings per share in DKK, diluted (EPS-D) (149.6) (18.3)
Profit/(loss) for the year of continuing operations attributable to shareholders of Bradrene Hartmann A/S (267.4) 52.9
Earnings per share in DKK for continuing operations (78.5) 15.6
Earnings per share in DKK for continuing operations, diluted (78.5) 15.6

Notes to the statement of cash flows

Group Parent company

2007 2006 2007 2006
10. Adjustments to the statement of cash flows
Depreciation and impairment of profit/(loss) on disposal of non-current assets 255.6 100.0 47.8 394
Profit/(loss) after tax in associates (0.2) (0.2) - -
Profit on sale of head office 0.0 (65.7) 0.0 (65.7)
Financial income 29) (6.2) (34.0) (103.5)
Financial expense 54.8 26.5 381.1 150.7
Tax on profit/(loss) for the year 73.6 3.7 (23.2) 04
Other operating items, net 2.1 (0.7) 5.7 1.0
Provisions 0.0 04 0.7) 0.3
Total adjustments to cash flow statement 383.0 57.8 376.7 22.6
I1. Change in working capital
Changes in inventories 4.3 0.0 5.6 3.7
Changes in receivables (15.4) (5.0) 1.0 9.5
Changes in trade payables, etc. 17.0 (1.0) 8.3 (16.8)
Total changes in working capital 5.9 (6.0) 14.9 (3.6)
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Development projects Goodwill Total
12. Intangible assets
Group
Cost at | January 2006 6.6 10.7 17.3
Cost at 31 December 2006 6.6 10.7 17.3
Amortisation and impairment at | January 2006 3.7 0.0 37
Amortisation 1.3 0.0 1.3
Amortisation and impairment at 3] December 2006 5.0 0.0 5.0
Carrying amount at 31 December 2006 1.6 10.7 12.3
Cost at | January 2007 6.6 10.7 17.3
Cost at 31 December 2007 6.6 10.7 17.3
Amortisation and impairment at | January 2007 5.0 0.0 5.0
Amortisation 1.3 0.0 1.3
Amortisation and impairment at 31 December 2007 6.3 0.0 6.3
Carrying amount at 31 December 2007 0.3 10.7 11.0

Amortisation on development projects is recognised in the income statement under 'production costs'.

In 2007 development costs totalled DKK 4.1 million (2006: DKK 8.2 million) of which DKK 0.0 million (2006: DKK 2.8 million) is recognised in the balance sheet under
'production plant under construction’, and DKK 4.1 million (2006: DKK 5.4 million) is recognised in the income statement under 'production costs'. Of the DKK 4.1
million in recognised development costs in 2007, DKK 4.1 million relates to an abandoned development project capitalised in 2006 under 'production plant under

construction’.

Goodwill
Goodwill stated at 3| December 2007 is allocated in Egg Packaging Europe.

Based on the expected future net cash flows, Management believes that the carrying amount of goodwill will not move significantly above the recoverable amount.
The estimate is based on the results achieved and the expected level of future earnings.
The recoverable amount is based on the value in use determined by means of expected net cash flows on the basis of approved budgets and forecasts for the period

2008-2012 and by using a rate of discount before tax of 8% before tax (2006: 7.5%) which takes into account the specific risks characterising the European market. The

calculation is not based on significant growth expectations.
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Development projects Goodwill Total
12. Intangible assets (cont’d)
Parent company
Cost at | January 2006 6.6 10.7 17.3
Cost at 31 December 2006 6.6 10.7 17.3
Amortisation and impairment at | January 2006 3.7 0.0 37
Amortisation 1.3 0.0 1.3
Amortisation and impairment at 3] December 2006 5.0 0.0 5.0
Carrying amount at 31 December 2006 1.6 10.7 12.3
Cost at | January 2007 6.6 10.7 17.3
Cost at 31 December 2007 6.6 10.7 17.3
Amortisation and impairment at | January 2007 5.0 0.0 5.0
Amortisation 1.3 0.0 1.3
Amortisation and impairment at 3| December 2007 6.3 0.0 6.3
Carrying amount at 31 December 2007 0.3 10.7 11.0

Amortisation on development projects is recognised in the income statement under 'production costs'.

In 2007 development costs totalled DKK 4.1 million (2006: DKK 8.2 million) of which DKK 0.0 million (2006: DKK 2.8 million) is recognised in the balance sheet under
'production plant under construction’, and DKK 4.1 million (2006: DKK 5.4 million) is recognised in the income statement under 'production costs'. Of the DKK 4.1

million in recognised development costs in 2007, DKK 4.1 million relates to an abandoned development project capitalised in 2006 under 'production plant under

construction’.

Goodwill

Goodwill stated at 3| December 2007 is allocated in Egg Packaging Europe.

Based on the expected future net cash flows, Management believes that the carrying amount of goodwill will move significantly above the recoverable amount.

The estimate is based on the results achieved and the expected level of future earnings.

The recoverable amount is based on the value in use determined by means of expected net cash flows on the basis of approved budgets and forecasts for the period

2008-2012 and by using a rate of discount before tax of 8% before tax (2006: 7.5%) which takes into account the specific risks characterising the European market. The

calculations is not based on significant growth expectations.
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Technical Other operating Production

Land and plantand  equipment and plant under

buildings machinery fixtures construction Total
13. Property, plant and equipment
Group
Cost at | January 2006 4129 [,605.1 156.2 539 2,228.1
Transfer to assets held for sale (37.7) (207.6) (20.9) (0.5) (266.7)
Foreign exchange translation differences (5.8) (26.5) (0.6) (0.5) (334)
Transfer 0.0 51.0 0.0 (51.0) 0.0
Additions 74 519 15.5 289 103.7
Disposals (57.7) (4.8) (6.0) 0.0 (68.5)
Cost at 31 December 2006 319.1 1,469.1 144.2 30.8 1,963.2
Depreciation at | January 2006 171.0 964.6 130.6 0.0 1,266.2
Transfer to assets held for sale (15.1) (138.1) (13.6) 0.0 (166.8)
Foreign exchange translation differences (04) (4.8) (0.3) 0.0 (5.5)
Depreciation 10.6 87.3 8.2 0.0 106.1
Disposals 34 (3.3) (5.5) 0.0 (12.2)
Depreciation at 31 December 2006 162.7 905.7 119.4 0.0 1,187.8
Carrying amount at 31 December 2006 156.4 563.4 24.8 30.8 775.4
Cost at | January 2007 319.1 1,469.1 144.2 30.8 [,963.2
Foreign exchange translation differences 1.7 [1.0 (04) (0.9) [1.4
Transfer 0.0 96.8 0.0 (96.8) 0.0
Additions 29.1 17.2 8.2 93.0 147.5
Disposals ©.1) (1.9) (5.6) 0.0 (7.6)
Cost at 31 December 2007 349.9 1,592.2 146.4 26.1 2,114.6
Depreciation at | January 2007 162.7 905.7 1194 0.0 [,187.8
Foreign exchange translation differences (0.6) (6.2) (1.3) 0.0 (5.5)
Impairment 6.3 136.9 54 0.0 148.6
Depreciation 12.1 82.2 9.2 0.0 103.5
Disposals 0.0 (1.9) (5.3) 0.0 (9.8)
Depreciation at 31 December 2007 180.5 1,116.7 127.4 0.0 1,424.6
Carrying amount at 31 December 2007 169.4 475.5 19.0 26.1 690.0

The public land assessment of properties at | January 2007 amounted to DKK | I5.1 million (2006: DKK 96.1 million).
The carrying amount of Danish properties at 3| December 2007 was DKK 42.6 million (2006: DKK 46.5 million).

Recent developments in the CAD/USD cross rate have an adverse effect on earnings in North America. The impairment test made builds upon the assumptions
of a CAD/USD cross rate of .02.The production volume expectations have been reduced. The expected future cash flows have been discounted at a rate of 10%
before tax. Accordingly, the total effect of our impairment test resulted in impairment of fixed assets of DKK | 15 million. In Malaysia and China an impairment of fixed
assets is made of DKK 25.4 million and DKK 8.2 million respectively .

Group

2007 2006
Breakdown of depreciation:
Depreciation for the year 103.5 106.1
Part of government grants recognised as income (1.9) (1.9)
Total depreciation 101.6 104.2
Depreciation for the year is recognised in the income statement under the following items:
Production costs 98.7 94.8
Sales and distribution costs 1.7 94.8
Administrative expenses 1.2 1.8
Discontinued operations 0.0 6.2
Total depreciation 101.6 104.2
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Tecnical Other operating Production

Land and plant and equipment plant under

buildings machinery and fixtures construction Total
13. Property, plant and equipment (cont’d)
Parent company
Cost at | January 2006 2172 711.0 97.0 46.0 1,071.2
Transfer 0.0 46.0 0.0 (46.0) 0.0
Additions 44 36.1 54 12.1 58.0
Disposals (56.8) (5.2) (0.2) 0.0 (62.2)
Cost at 31 December 2006 164.8 787.9 102.2 12.1 1,067.0
Depreciation at | January 2006 [16.5 513.7 89.3 0.0 719.5
Depreciation 49 31.0 3.5 0.0 394
Disposals (3.1 (0.3) (0.2) 0.0 (3.6)
Depreciation at 31 December 2006 118.3 544.4 92.6 0.0 755.3
Carrying amount at 31 December 2006 46.5 243.5 9.6 12.1 311.7
Cost at | January 2007 164.8 7879 102.2 12.1 1,067.0
Transfer 0.0 8.0 0.0 (8.0) 0.0
Additions .1 17.5 3. 154 37.1
Disposals (0.1) (11.0) (2.6) (4.) (17.8)
Cost at 31 December 2007 165.8 802.4 102.7 15.4 1,086.3
Depreciation at | January 2007 [18.3 5444 92.6 0.0 755.3
Depreciation 49 34.6 34 0.0 429
Disposals 0.0 (7.5) (2.6) 0.0 (10.1)
Depreciation at 31 December 2007 123.2 571.5 93.4 0.0 788.1
Carrying amount at 31 December 2007 42.6 230.9 9.3 15.4 298.2
The public land assessment of properties at | January 2007 amounted to DKK | 5.1 million (2006: DKK 96.1 million).
The carrying amount of Danish properties at 3| December 2007 was DKK 42.6 million (2006: DKK 46.5 million).

Parent company
2007 2006

Breakdown of depreciation:
Depreciation for the year 42.9 394
Part of government grants recognised as income (0.9) (0.8)
Total depreciation 42.0 38.6
Depreciation for the year is recognised in the income statement under the following items:
Production costs 41.0 36.9
Sales and distribution costs 0.1 0.1
Administrative expenses 09 1.6
Total depreciation 42.0 38.6
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Parent company

2007 2006
14. Investments in subsidiaries
Cost at | January 1,004.9 I,I11.8
Additions 0.0 101.7
Disposals (4.2) (1.2)
Transferred to assets held for sale 0.0 (207.4)
Cost at 3| December 1,000.7 1,004.9
Write-down at | January 344.6 371.3
Write-down during the year 314.1 120.0
Disposals (4.2) 0.0
Transferred to assets held for sale 0.0 (146.7)
Write-down at 31 December 654.5 344.6
Carrying amount at 31 December 346.2 660.3

Name

Hartmann (UK) Ltd

Hartmann France S.a.rl.

Hartmann Verpackung AG

Hartmann [taliana S.rl. (in liquidation)
Hartmann-Schwedt GmbH

(Subsidiary: Hartmann Verpackung GmbH)
Hartmann-Hungary Kft.

Hartmann Pdlska Sp. z o.0.

Bradrene Hartmann Invest ApS

Hartmann China Holding A/S (in liquidation)
(Subsidiary: Hartmann Packaging (Suzhou) Co. Ltd.)
Hartmann Malaysia Sdn. Bhd. (in liquidation)
Hartmann Papirna Ambalaza d.o.o.
Hartmann-Mai Ltd.

Hartmann-Varkaus Oy

H-Novi SAD

Nihon Hartmann K.K. (liquidated)
Hartmann Canada Inc.

(Subsidiaries: Hartmann Dominion Inc.)

(Subsidiaries: Hartmann USA Inc.)

Transferred to assets held for sale

Hartmann Embalagens do Brasil Ltda.

Registered office
England
France
Switzerland
[taly
Germany
Germany
Hungary
Poland
Denmark
Denmark
China
Malaysia
Croatia
Israel
Finland
Serbia
Japan
Canada
Canada

USA

Brazil

Stake 2007 Stake 2006

100% 100%
100% 100%
100% 100%
1009 100%
100% 100%
100% 100%
1009 100%
100% 100%
100% 100%
60% 60%
100% 100%
100% 100%
1009 100%
100% 100%
100% 100%
1009 100%

0% 100%
100% 100%
1009 100%
100% 100%

0% 85%
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The impairment of the year is primarily attributable to the directly owned capital shares in Canada and Malaysia, amounting to DKK 262.7 million. (2006: DKK

|'15.7 million).The parent company’s investments in Malaysia no longer represent an accounting value at 3| December 2007.The impairment of the Group's direct

investments in Canada and Malaysia are offset in the accounting item 'other financial expenses'.

Based on the expected future net cash flows and after the impairment made, Management believes that the carrying amount of investments in subsidiaries will

not exceed the recoverable amount.

The recoverable amount is based on the present value determined by means of expected future net cash flows on the basis of approved budgets and forecasts

for the period 2008-2010 and by using a rate of 10-129% discount before tax which takes into account the specific risks characterising the markets in which the

investments are held.

Parent company

2007 2006
15. Receivables from subsidiaries
Carrying amount at | January 67.5 132.9
Foreign exchange translation differences (1.1 (1.3)
Additions 494 6.3
Disposals (26.5) (60.4)
Write-down of receivables from subsidaries 0.0 (10.0)
Carrying amount at 31 December 89.3 67.5
Of this amount DKK 30.3 million relates to finance leases (2006: DKK 53.3 million).
Breakdown of the gross amount in receivables from finance leases:
Due within | year 17.2 10.6
Due within | to 5 years 14.5 46.0
Due after 5 years 0.0 0.0
Total gross amount receivable 31.7 56.6
Unearned, future financial income (1.4) (3.3)
Net investments in finance leases 30.3 53.3
Breakdown of net investments in finance leases:
Due within | year 16.2 8.6
Due within | to 5 years 4.1 44.7
Due after 5 years 0.0 0.0
Net investments in finance leases 30.3 53.3

Finance leases cover leases for production equipment manufactured by Hartmann Technology for use in a foreign subsidiary.
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Group Parent company
2007 2006 2007 2006
16. Investments in associates
Cost at | January 0.3 0.3 0.3 0.3
Cost at 31 December 0.3 0.3 0.3 0.3
Revaluations at | January 3.7 3.6 0.0 0.0
Dividend (0.3) (0.1) 0.0 0.0
Share in profit/(loss) for the year 0.2 0.2 0.0 0.0
Revaluations at | January 3.6 3.7 0.0 0.0
Carrying amount at 31 December 3.9 4.0 0.3 0.3
ZYS Group share
Registered Profit/(loss) Profit/(loss)
Name office Stake Revenue for the year Assets Liabilities Equity for the year
DanFiber A/S Seborg 334% 6.9 0.5 29.5 17.6 4.0 0.2
2T Group share
Registered Profit/(loss) Profit/(loss)
Name office Stake Revenue for the year Assets Liabilities Equity for the year
DanFiber A/S Seborg 334% 74 0.5 42.8 31.3 39 0.2

In the consolidated balance sheet investments in associates are measured under the equity method. In the parent company balance sheet investments in associates

are measured at cost.
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Group Parent company

2007 2006 2007 2006
17. Deferred tax
Deferred tax at | January (54.7) (51.2) 41.0 434
Transfer to liabilities relating to assets held for sale 0.0 (3.0) 0.0 4.2)
Foreign exchange translation differences 0.2 74 0.0 0.0
Change of corporation tax rate recognised in profit/(loss) for the year of continuing operations 6.3 1.9 (0.7) 0.0
Deferred tax for the year recognised in profit/(loss) for the year from continuing operations 409 (21.3) (22.1) (1.2)
Deferred tax for the year recognised in profit/(loss) for the year from discontinued operations 0.0 0.0 0.8 0.0
Deferred tax on foreign exchange translation differences recognised in equity (0.6) 4.3 0.0 0.0
Deferred tax on hedging instruments recognised in equity (0.9) 5.1 3.0 1.9
Deferred tax on actuarial gains and losses (0.9) ©.1) 0.0 0.0
Adjustment of deferred tax in prior years 0.0 2.2 0.0 Il
Deferred tax at 31 December 9.7 (54.7) 22.0 41.0
Breakdown of deferred tax:
Intangible assets 1.0 1.2 1.0 1.2
Property, plant and equipment 7.5 (7.3) 32.5 40.1
Current assets 2.2 1.9 1.8 2.0
Liabilities (5.8) (5.5) (39) (2.6)
Other (1.7) 0.3 (D) 0.2
Tax loss carried forward (12.9) (45.3) (8.3) 0.1
Deferred tax at 31 December 9.7 (54.7) 22.0 41.0
Deferred tax is recognised in the following items:
Other non-current assets (34.3) (91.4) 0.0 0.0
Non-current liabilities 24.6 36.7 220 41.0

9.7) (54.7) 22.0 41.0
Deferred tax assets, unrecognised
Continuing operations 106,2 38.5 0.0 0.0
Discontinued operations 0.0 19.5 0.0 0.0
Value of unrecognised tax assets 106,2 58.0 0.0 0.0

No recognition is made of deferred tax relating to such part of the consolidated deferred tax assets as is not expected to be realised, or which is subject to other

significant risks of not being utilised.

Deferred tax assets relating to deferable tax losses are recognised to the extent that their realisation is expected in the form of future tax surpluses within a period

of maximum 7 years.

The carrying amount of deferable tax losses at 31 December 2007 relates primarily to the production plant in Canada.
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Notes to the balance sheet

amounts in DKKm

Property
Intangible plant and Current Tax loss carried

assets equipment assets Liabilities Others  forward etc. Total
17. Deferred tax (cont’d)
Group
Deferred tax at | January 2006 [.2 1.2 (3.2) 6.1 (3.0) (41.3) (51.2)
Transfer to assets held for sale 0.0 (11.3) 37 0.8 0.0 3.8 (3.0
Foreign exchange translation differences 0.0 3.2 0.0 ©.1) 0.0 4.3 74
Recognised in profit/(loss) for the year, net 0.0 (04) 1.4 0.0 (0.5) (17.7) (17.2)
Recognised in equity, net 0.0 0.0 0.0 (©.1) 3.8 5.6 9.3
Deferred tax at 31 December 2006 1.2 (7.3) 1.9 (5.5) 0.3 (45.3) (54.7)
Deferred tax at | January 2007 1.2 (7.3) 1.9 (5.5) 0.3 (45.3) (54.7)
Foreign exchange translation differences 0.0 (0.7) 0.0 0.0 0.0 0.9 0.2
Recognised in profit/(loss) for the year, net (0.2) 15.5 0.3 0.6 ©.1) 311 47.2
Recognised in equity, net 0.0 0.0 0.0 (0.9) (1.9) 0.4 24)
Deferred tax at 31 December 2007 1.0 1.5 2.2 (5.8) (1.7) (12.9) 9.7
Parent company
Deferred tax at | January 2006 1.2 379 0.0 (1.7) (3.5) 9.5 43.4
Transfer to assets held for sale 0.0 0.0 0.0 0.0 0.0 (4.2) (4.2)
Recognised in profit/(loss) for the year, net 0.0 2.2 2.0 (0.9) 39 (7.3) (0.1)
Recognised in equity, net 0.0 0.0 0.0 0.0 (0.2) 2.1 1.9
Deferred tax at 31 December 2006 1.2 40.1 2.0 (2.6) 0.2 0.1 41.0
Deferred tax at | January 2007 [.2 40.1 2.0 (2.6) 0.2 0.1 41.0
Recognised in profit/(loss) for the year, net (0.2) (7.6) (0.2) (1.3) (3.0) (97) (22.0)
Recognised in equity, net 0.0 0.0 0.0 0.0 1.7 1.3 3.0
Deferred tax at 31 December 2007 1.0 32.5 1.8 3.9 (L.1) (8.3) 22.0
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Group Parent company

2007 2006 2007 2006
18. Inventories
Raw materials and consumables 44.5 5.6 24.5 27.7
Work in progress 20.2 12.7 6.8 4.2
Finished goods and goods for resale 46.1 67.6 [9.9 25.0
Inventories continuing operations 110.8 131.9 51.2 56.9
Transfer to assets held for sale 0.0 (17.3) 0.0 0.0
Inventories at 31 December 110.8 114.6 51.2 56.9
Inventories recognised at net-realisable value 53 2.0 53 2.0
The Group has not put up inventories as security for debt items in 2007 (2006: DKK 5.3 million).
The parent company did not put up any security regarding inventories.

Group Parent company

2007 2006 2007 2006
19. Contract work in progress
Sales value of contracts 12.9 0.0 18.4 0.0
Progress billing (8.7) (0.3) (8.7) (0.3)
Total contract work in progress 4.2 (0.3) 9.7 (0.3)
Recognised as follows:
Contract work in progress (assets) 44 0.0 9.9 0.0
Contract work in progress (liabilities) (0.2) 0.0 (0.2) 0.0
Prepayments from customers 0.0 (0.3) 0.0 (0.3)
Total contract work in progress 4.2 (0.3) 9.7 (0.3)
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Notes to the balance sheet amounts in DKKm

20. Equity and treasury shares

Group

Sharecapital | resve | reserve eaigs  duidend e || B cquity
Equity at | January 2006 70.2 (19.2) (197.1) 768.7 8.5 631.1 15.2 646.3
Total recognised income and expense for the year - |.6 (18.6) (62.7) - (79.7) (154) (95.1)
Acquisition of treasury shares - - - (6.7) - (6.7) - (6.7)
Share options exercised - - - - - - - 1.0
Dividend paid - - - - (8.5) (8.5) - (8.5)
Share of capital increase - - - - - - 4.0 4.0
Total changes recognised directly in equity - 1.6 (18.6) (65.1) (8.5) (90.6) (11.4) | (102.0)
Equity at 31 December 2006 70.2 (17.6) (215.7) 703.6 - 540.5 3.8 544.3
Equity at | January 2007 70.2 (17.6) (215.7) 703.6 - 540.5 3.8 544.3
Total recognised income and expense for the year - 9.0 182.3 (511.7) - (3204) (3.8) (324.2)
Total changes recognised directly in equity - 9.0 182.3  (511.7) - | (320.4) (3.8) | (324.2)
Equity at 31 December 2007 70.2 (8.6) (33.4) 191.9 - 220.1 - 220.1
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Notes to the balance sheet amounts in DKKm

20. Equity and treasury shares (cont’d)

Parent company

Hedging Retained Proposed Total

Share capital reserve earnings dividend equity

Equity at | January 2006 70.2 (10.9) 533.4 8.5 601.2
Total recognised income and expense for the year - 5.0 (183.1) - (178.1)
Acquisition of treasury shares - - (6.7) - (6.7)
Share options exercised - - 4.3 - 4.3
Dividend paid - - - (8.5) (8.5)
Total changes recognised directly in equity - 5.0 (185.5) (8.5) | (189.0)
Equity at 31 December 2006 70.2 (5.9 347.9 - 412.2
Equity at | January 2007 70.2 (5.9 347.9 - 412.2
Total recognised income and expense for the year - 8.2 (382.0) - (373.8)
Total changes recognised directly in equity - 8.2 (382.0) - | (373.8)
Equity at 31 December 2007 70.2 2.3 (34.1) - 38.4
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Notes to the balance sheet amounts in DKKm

Parent company
2007 2006
20. Equity and treasury shares (cont’d)
Breakdown of the share capital:
Class A | share of DKK 5,000,000 5.0 5.0
| share of DKK 1,400,000 |4 1.4
Class AA | share of DKK 2,133,000 2. 2.1
Class B 3,080,895 shares of DKK 20 61.7 61.7
Share capital at 31 December 70.2 70.2

The share capital has remained unchanged in the period 2003-2007.

Treasury shares
Hartmann's portfolio of treasury shares is unchanged at 100,000 B shares at a nominal value of DKK 2 million representing 2.85% of the total share capital.

The value of the shares at 31 December 2007 was DKK 4.8 million (2006: DKK 22.7 million). The shares were acquired to cover liabilities related to future share

option plans.

According to an authorisation obtained at the AGM and valid until 23 October 2008, Bredrene Hartmann A/S may acquire a maximum of 0% of the company's

own shares.

21. Pension obligations

Defined-contribution pension plans

Hartmann runs pension schemes which cover certain groups of employees in Denmark and abroad.As a general rule, the pension schemes are defined-contribution
schemes under which Hartmann effects payments of premium (e.g. a fixed amount or a fixed percentage of the salary) on a regular basis to independent insurers
who are responsible for the pension liabilities. Under a defined-contribution scheme there is no risk for the Group in relation to future developments in interest
rates, inflation, mortality and disability. Once the contributions under a defined-contribution scheme have been paid, Hartmann has no further pension obligations

towards existing employees or former employees.

Defined-benefit pension plans
Under a defined-benefit scheme, Hartmann is obligated to pay a specific benefit (e.g. an old-age pension in the form of a fixed proportion of the exit salary). Under
these schemes, Hartmann carries the risk in relation to future developments in interest rates, inflation, mortality etc. A change in the assumptions upon which the

calculation is based results in a change in the actuarial present value.

In the event of changes in the assumptions used in the calculations of defined-benefit pension schemes relating to existing and former employees, actuarial gains

and losses are recognised directly in equity, please see the accounting policies, on p. 44.

The total pension obligations relates to unfunded schemes in Canada and Germany.
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amounts in DKKm

Parent company

2007 2006

21. Pension obligations (cont’d)
The obligation relating to the defined contribution schemes is included in the balance sheet as follows:
Present value of financed obligations 60.0 68.8
Fair value of the assets (41.6) (504)
Total pension obligations, net 18.4 18.4
Developments in obligations:
Pension obligations at | January 68.8 59.0
Reclassification (12.1) 5.0
Pension costs in the period in review 33 2.2
Employee contribution 0.7 0.0
Calculated interest expense 29 0.9
Actuarial gain/(loss) 29) 2.5
Benefits paid out (2.8) (0.7)
Foreign exchange adjustment etc. 2. (©.1)
Total pension obligations at 31 December 60.0 68.8
Developments in related assets:
Market value of assets at | January 504 42.3
Reclassification (12.1) 5.0
Calculated expected return 1.8 0.0
Actuarial gain/(loss) (14 2.2
Contributions paid to the schemes 3.5 1.6
Benefits paid out (2.6) (0.7)
Foreign exchange adjustment etc. 2.0 0.0
Market value of assets at 31 December 41.6 50.4
Breakdown of actual return on assets:
Actual return on assets under the scheme 0.4 4.0
Expected return on assets under the scheme (1.8) (1.8)
Actuarial return on assets under the scheme (1.4) 2.2

2007 2006
Distribution of related assets: DKKm % DKKm %
Shares 3.5 8.4 3.8 7.5
Bonds and other securities 73 17.6 28.0 55.6
Resecured 5.8 13.9 0.0 0.0
Cash and cash equivalents 10.8 26.0 18.6 36.9
Other 14.2 34.1 0.0 0.0
Total 41.6 100.0 50.4 100.0
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Notes to the balance sheet amounts in DKKm

Group

2007 2006
21. Pension obligations (cont’d)
Assumptions used:
Discount rate 4.50-5.25%  4.5-5.0%
Exptected return on the assets under the schemes 5-6% 6.0%
Future rate of increase of salary 2.2-3.0% 3.0%
Future rate of increase of pension 2.25-2.50% 1.75-2.50%
Recognised in the income statement:
Pension costs relating to the year in review 33 2.2
Calculated return on assets (1.8) 0.0
Calculated interest expense re obligations 29 09
Change in pension terms and settlements (04) 0.0
Total amount recognised for defined benefit schemes 4.0 3.1
Total amount recognised for defined contribution schemes 31.5 34.8
Total amount recognised in the income statement 35.5 37.9
Costs are recognised in the following line items in the income statement:
Production costs 264 [9.8
Costs of Sales and distribution 33 4.7
Administrative expenses 5.8 5.6
Discontinued operations 0.0 7.8
Total amount recognised in the income statement 35.5 37.9
Recognised in equity:
Recognised at | January (1.2) (1.0)
Incorporated in the year concerning last year (4.5) 0.0
Actuarial gain/(loss) in the period in review 1.5 (0.3)
Foreign exchange adjustment (0.0) 0.0
Recognised at 3] December (4.2) (1.2)
Accumulated actuarial gain/(loss) adjusted for deferred tax (2.7) (1.2)
Five-year survey (from | January 2005) 2007 2006 2005
Obligations 60.0 68.8 59.0
Related assets (41.6) (50.4) (42.3)
Uncovered 18.4 18.4 16.7
Experience-based adjustment of obligations ©.9) 0.1 0.1
Experience-based adjustment of related assets (1.4) 2.2 0.0

The majority of pensions falls due more than | year after the balance sheet date.
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amounts in DKKm

Due within Due after Total amount Due within
| to 5 years 5years due after | year | year
22. Current and non-current liabilities
Group
2006
Mortgage banks, fixed interest at 4.5% 4.0 0.0 4.0 1.3
Banks, fixed interest at between 4.6 and 6.3% * 3139 29.8 343.7 26.3
Other debt (interest rate swap) 6.9 0.0 6.9 0.0
Government grants 5.1 5.5 10.6 [.5
Carrying amount at 31 December 2006 329.9 35.3 365.2 29.1
2007
Mortgage banks, fixed interest at 4.5% 2.7 0.0 2.7 [4
Banks, fixed interest at between 4.6 and 6.3% * 298.2 29.8 328.0 76.5
Other debt (interest rate swap) 24 0.0 2.4 0.0
Government grants 6.2 6.9 13.1 1.8
Carrying amount at 31 December 2007 309.5 36.7 346.2 79.7

* Includes a floating-rate loan of DKK 246.4 million (2006: 246.4 million DKK) secured on a fixed-rate interest swap.

Due after | year

Due within | year

Breakdown on currencies of current and non-current liabilities: 2007 2006 2007 2006
EUR 97.0 [13.9 18.0 179
DKK 205.7 104.9 61.0 [1.2
CAD 41.5 [46.4 0.0 0.0
Others 2.0 0.0 0.7 0.0
346.2 365.2 79.7 29.1
Due within Due after Total amount Due within
| to 5 years 5years due after | year | year

Parent company

2006

Mortgage banks, fixed interest at 4.6-6.3%* 311.0 29.8 340.8 25.0
Other debt (interest rate swap) 6.9 0.0 6.9 0.0
Government grants 2.7 4.7 74 0.8
Carrying amount at 3| December 2006 320.6 34.5 355.1 25.8
Mortgage banks, fixed interest at 4.6-6.3%* 296.1 29.8 3259 749
Other debt (interest rate swap) 2.4 0.0 2.4 0.0
Government grants 34 49 8.3 1.0
Carrying amount at 3|1 December 2007 301.9 34.7 336.6 75.9

* Includes a floating-rate loan of DKK 246.4 million (2006: DKK 246.4 million) secured on a fixed-rate interest swap.

Due after | year

Due within | year

Breakdown on currencies of current and non-current liabilities: 2007 2006 2007 2006
EUR 894 104.3 14.9 15.0

DKK 205.7 1044 61.0 10.8

CAD 41.5 1464 0.0 0.0

336.6 355.1 75.9 25.8
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Group Parent company

2007 2006 2007 2006
23. Government grants
Government grants at | January 355 355 19.7 19.7
Additions 4.7 0.0 2.0 0.0
Government grants at 31 December 40.2 35.5 21.7 19.7
Recognised in the income statement at | January 234 21.5 I1.5 10.7
Recognised in the income statement during the year 1.9 1.9 09 0.8
Recognised at 3] December 25.3 23.4 12.4 1.5
Carrying amount at 31 December 14.9 12.1 9.3 8.2
Amount thereof recognised as current liabilities 1.8 1.5 1.0 0.8
Amount thereof recognised as non-current liabilities 13.1 10.6 8.3 74

Parent company
Bredrene Hartmann A/S regularly receives government grants for development-related and energy-saving projects. In 1995 the Group received a major grant
towards the construction of the combined heat and power plant in Tender. There are currently no repayment obligations linked to the grants.

Group
In addition to the government grant to the parent company, the Hartmann Group also received government grants for a production company in Germany and
Hungary.

Special repayment conditions apply in the event that the assets eligible for grants are not used in accordance with the eligibility criteria. A provision stipulates that
eligible assets must be used for a period of 5 years from the time the eligible investment became operational.

In the event that eligible assets are not used in accordance with the eligibility criteria, there is a repayment obligation totalling DKK 3.0 million at 3| December 2007
(2006: DKK 2.2 million).The Group expects to be able to meet the eligibility criteria.
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Group Parent company

2007 2006 2007 2006
24. Provisions
Warranty commitments at | January 1.5 [1 I.5 1
Additions 0.1 1.2 0.1 1.2
Disposals (0.7) (0.8) (0.7) (0.8)
Warranty commitments at 31 December 0.9 1.5 0.9 1.5
Obligations relating to subsidiaries with negative equity at | January 0.0 0.0 75.0 0.0
Additions 0.0 0.0 0.0 75.0
Disposals 0.0 0.0 (75.0) 0.0
Obligations relating to subsidiaries with negative equity at 31 December 0.0 0.0 0.0 75.0
Provisions at 3|1 December 0.9 1.5 0.9 76.5

Warranty

Provisions have been made for warranties in cover of contract-related warranty complaints for goods and services already delivered by Hartmann Technology. The

obligation is shown based on historical warranty costs.

Obligations relating to subsidiaries with negative equity

Obligations relating to negative equity are attributable to the obligations of the parent company relating to the subsidiaries in South America.

Group Parent company

2007 2006 2007 2006
25. Other payables
Salaries and holiday pay etc. 439 41941 36.1 36.2
Owing in withholding tax 6.0 5.8 2.0 2.
VAT and other taxes I1.1 9.3 3.7 0.0
Other payables 100.5 594 62.3 239
Other payables continuing operations 161.5 123.9 104.1 62.2
Transfer to assets held for sale 0.0 (12.6) 0.0 0.0
Other payables at 31 December 161.5 111.3 104.1 62.2
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Group Parent company

2007 2006 2007 2006
26. Discontinued operations and assets classified as held for sale
Revenue 92.0 162.9 0.0 0.0
Operating profit/(loss) (EBIT) (0.3) 28.1 0.0 (2.0)
Financial expense (8.7) (22.0) 0.0 0.0
Tax on profit/(loss) for the year 0.0 3.5 0.0 4.1
Profit/(loss) after tax (9.0) 9.6 0.0 2.1
Write-down to fair value (41.8) (101.6) (1.7) (145.7)
Write-down of tax assets 0.0 (23.4) 0.0 0.0
Realised exchange losses (191.5) 0.0 0.0 0.0
Valuation of fair value adjustment after tax (233.3) (125.0) (1.7) (145.7)
Profit/(loss) for the year of discontinued operations (242.3) (115.4) (1.7) (143.6)
Cash flows from operating activities (72.2) 3.8 (14.7) 0.0
Cash flows from investing activities 7.6 (6.3) 0.0 0.0
Cash flows from financing activities 0.0 0.0 (112.8) 0.0
Total cash flows (64.6) (2.5) (127.5) 0.0
Property, plant and equipment 0.0 0.0 0.0 0.0
Other current assets 0.0 589 0.0 0.0
Cash and cash equivalents 0.0 1.9 0.0 0.0
Total assets 0.0 60.8 0.0 0.0
Banks 0.0 100.2 0.0 0.0
Deferred tax liabilities 0.0 0.0 0.0 0.0
Other liabilities 0.0 59.1 0.0 0.0
Total liabilities 0.0 159.3 0.0 0.0
Earnings per share for the year of discontinued operations (71.1) (33.9) - -
Earnings per share for the year of discontinued operation, diluted (71.1) (33.9) - -

In 2007 the Group's operations in South America was divested. The decision was made after an assessment of various possible structural measures.

As a result of this decision, the operations in South America are treated as discontinued operations as of the Annual Report 2006. Financial highlights and key ratios
have been restated accordingly. The profit/(loss) for the year for discontinued operations includes accumulated foreign exchange adjustments of DKK 91 million.
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Group Parent company
2007 2006 2007 2006
27. Fee to the auditors
Statutory audit:
KPMG 2.8 2.8 [.] 1.0
Others 0.1 04 0.0 0.0
29 3.2 1.1 1.0
Non-audit services:
KPMG 2.6 |4 1.7 0.2
Others 0.5 0.0 0.0 0.0
3.1 1.4 1.7 0.2
Total fee to auditors 6.0 4.6 2.8 1.2

The fee for statutory audit services includes DKK 0.0 million in fee concerning discontinued operations (2006: DKK 0.4 million).

28. Provision of security and contingent liabilities
The Group is a party to a few legal actions. It is the opinon of Management that the pending cases will not materially affect the financial position of the Group and
the parent company. This situation is unchanged from last year

The parent company has provided guaranties for the debt of subsidiaries and guarantees in relation to third parties in an amount of DKK 23.7 million (2006: DKK
103.8 million).

The Lactosan Sanovo Holding A/S Group has given notice of a compensation claim being raised against Bredrene Hartmann A/S for an amount up to DKK 50 million
relating to the sale of the operations in South America to the Lactosan Sanovo Holding A/S Group. The claim has not been documented, and no arbitration case has
been filed. In the opinion of the legal counsel of Bredrene Hartmann A/S there is no basis for raising claims for compensation, and so the company has not made any
provisions in relation thereto.

Group Parent company

2007 2006 2007 2006
29. Operating leases
Rental and leasing obligations (operating leases)
Due within | year [1.7 9.1 4.3 1.8
Due within [-5 years 16.3 .3 12.0 |.7
Due after 5 years 14.1 0.0 14.0 0.0
Total rental and leasing obligations (operating leases) 42.1 20.4 30.3 3.5
Rental and leasing cost for the year (operating leases) 9.1 9.0 1.8 1.9
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30. Financial risks

General risk
Changes in Hartmann's profit/(loss) and operations and equity are affected by an array of
financial risks, among them currency, interest rate, liquidity and credit risks.

amounts in DKKm

Management of financial risks

Hartmann uses financial instruments to hedge some of the financial risks that arise out
of its commercial activities. As a general rule, the Group opts for the least complicated
method of hedging risks. The Group does not engage in transactions for the purpose
of speculation.

Hartmann has centralised the management of its financial risks in the corporate finan-
ce function which also functions as a service centre to all subsidiaries in the Group.

Interest rate risk

Hartmann'’s interest rate risk relates mainly to the Group's interest-bearing debt to mor-
tgage banks and credit institutions. Interest hedging has been arranged for approximately
60% (2006: 80%) of the Group’s interest-bearing debt, and it is estimated that changes
in interest rate levels are unlikely to have any material impact on the profit/(loss) before
tax. Accordingly, the interest rate exposure over the next |-4 years is considered to be
moderate. Due to a refinancing scheduled for 2010-1 [, the interest rate risk will increase
on an ongoing basis in case of major increases in the current interest rate level.

At 31 December 2007, loans with a long term to maturity accounted for 56% (2006: 82%)
of the interest-bearing debt. The debt is carried at amoritised cost. The netpresent value
of interest-bearing debt at 31 December 2007 was DKK |5 million (2006: DKK 7 million)
lower than the carrying amount

If the interest rate changes by 1% this will affect the operatin resuft by DKK |.8 million.

Management of interest rate risk
It is the Group policy to manage interest rate risks to mitigate the negative effects of
interest rate fluctuations on earnings and the balance sheet.

Financing is primarily arranged in the form of fixed-rate, non-current loans in one of the
Group's main currencies: DKK, EUR or CAD.

The need to hedge the non-current interest rate risk is assessed on an ongoing basis.

Currency risk

Hartmann'’s currency risks stem partly from an imbalance between income and payments
in the individual currencies and partly from the fact that part of its net assets are denomi-
nated in foreign currency.

Hartmann' sales in North America are denominated in USD, whereas costs are denomi-
nated in CAD, and this means that the currency exposure in relation to the cross rate
USD/CAD constitutes the Group’s single largest currency risk. All other things being
equal, a decline of 5% in the exchange rate of USD against CAD would reduce the
Group’s operating profit/(loss) by approx. DKK 5 million.

Hartmann’s main currency exposure in relation to operating profit involves EUR, PLN
(Polish zloty), HUF (Hungarian florinth) and GBR

The most important currencies for which Hartmann had arranged forward cover at 3|
December 2007 appear in note 3| on page 74.

Management of currency risk
In its currency policy the Group strives to reduce the impact of exchange rate fluctua-
tions on its profit/(loss) and financial position.

Forward hedging of future payments in relation to e.g. sales and purchases is partly ar-
ranged by means of financial instruments with a term to maturity of up to |2 months.
Gains and losses on financial instruments are recognised in the income statement upon
the realisation of the transactions for which hedging was arranged.

Hedging is arranged of the currency risk relating to investments in foreign subsidiaries
insofar as this is deemed appropriate and primarily by means of currency loans. In
relation to the DKK 120 million investment in Canada, hedging had been arranged of
approximately 103% of the net exposure at 3|1 December 2007 hedged of loans in
CAD (2006: DKK 31 | million, or 97% hedged).

Liquidity risk
Liquidity risk is the potential that Hartmann will be unable to meet its obligations as
they come due because of an inability to liquidate assets or obtain adequate funding.

The Group's total net-interest-bearing debt at 3| December 2007 came to DKK 592
million, up from the year-earlier level of DKK 43| million mainly due to increased invest-
ments (primarily relating to the production plant in Hungary) and the effects of the
divestment of the Group's operations in South America.

Hartmann’s liquidity reserve consists of cash and cash equivalents, committed credit
facilities and uncommitted credit facilities with major banks.

After agreement with the banks, the Group has been unable to meet the covenants
in 2007 under an existing lending arrangement. The Group was granted an additional
credit facility with Danish banks totalling DKK 48 million.The commitments from
the banks initially run until 31 December 2008. At present the Group works with a
re-arrangement of existing credit facilities with the banks. It is expected that the new
credit facilities will include a number of conditions (financial covenants) and a margin-
pricing grid.

Further, the Group received DKK 50 million in subordinate loan capital from the Bre-
drene Hartmann Foundation. The commitments from Bradrene Hartmann Foundation
run until 31 December 2008.

Liquidity risk management

The Group's short-term liquidity is managed primarily by the transfer of liquidity from the
business units to the Group's treasury function for the equalisation of cash outflows in units
with liquidity requirements.

Hartmann's subsidiaries finance their operations mainly through the Group treasury, but
local circumstances may require financing to be arranged through one of the Group's
foreign banks.
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Supplementary notes

30. Financial risks (cont’d)

The Group's undrawn credit lines with banks stood at DKK 38 million at 3| December
2007 (DKK 194 million at 31 December 2006). Cash and cash equivalents came to DKK
52 million at 3| December 2007 against DKK 69 million at 31 December 2006. Accor-
dingly, the Group's total liquidity reserves amounted to DKK 90 million at 3| December
2007 against DKK 263 million at 31 December 2006.

It is the opinion of Management that the Group's liquidity reserves are sufficient to
finance present and planned operations.

amounts in DKKm

Capital structure management
It is the Group's objective to achieve a level of flexibility sufficient to carry out and
fulfil the strategic objectives while, at the same time, generating a competitive yield for
its shareholders. It is also an objective to secure financial stability for the purpose of
reducing the Group's cost of capital.

The Board of Directors takes the general view that the annual dividend to shareholders
should represent approx. 30% of the profit for the year after tax. However, at the Annu-
al General Meeting on 22 April 2008, the Board of Directors will recommend that, due
to the negative result in 2007, no dividend be declared for that financial year. However,
the level of dividend declared will always take into account the Group's growth plans
and liquidity requirements.

The Group’s capital structure is assessed on an ongoing basis, and the capital structure is
managed on the principle of achieving a ratio between the Group’s net-interest-bearing
debt and its equity in the range of 100% (‘financial gearing’).

The Group's financial gearing increased from 79% (including debt in South America) at
3| December 2006 to 269% at 31 December 2007, the development being due to the
major increase in net-interest-bearing debt combined with the decline in equity caused
by the asset impairment made in relation to North America and Asia.

Given the Group's current gearing, major investments and further developments in
Group operations require the addition of new capital. Accordingly, the Board of Direc-
tors decided to initiate the planning of a share issue in 2008.

Credit risk
Hartmann’s credit risk occurs in relation to the risk of losses on receivables or credit
institutions. The Group is not deemed to have any major concentration of credit risks.

2007 2006
Trade receivables (gross) 282.1 268.9
Write-down for losses on bad and doubtful debts:
Write-down at | January 10.1 9.5
Losses on bad debts expensed for the year |.4 32
Losses sustained during the year B2 (2.6)
Write-down at 31 December 8.3 10.1
Total trade receivables 2738 2588
Trade receivables (net) correspond to
an average credit period of (days) 67.0 64.0
Breakdown of trade receivables (gross):
Not due 229.5 2009
Due within:
| and 30 days 343 AR
31 and 60 days 9.0 8.8
More than 60 days 9.3 14.3

282.1 2689

The Group's other credit risks, such as risks in relation to financial counterparties, are
deemed to be very limited.

Management of credit risk

Hartmann takes out credit insurance on its trade receivables to the extent possible. Co-
ver is not arranged for trade receivables from customers with a very high credit rating.
Also, in cases where local conditions make it impossible to arrange credit insurance, this
will be reflected in the local credit ratings.

The Group handles its credit risks relating to financial counterparties in connection with
trading in financial instruments and investments of excess funds by limiting such transac-
tions to banks with a satisfactory credit rating from one or more credit rating agencies
as provided in the Group's financial policy.
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3 1. Derivative financial instruments
At 31 December 2007 the Group had open forward contracts with terms of up to 12 months. There are three interest rate swaps with terms to maturity of

between 3 and 6 years.

In accordance with the Group's accounting policies, the fair value is recognised in receivables and payables and equity at 3|1 December 2007 (cash flow hedging)

and is recognised in the income statement as and when the hedged future transactions are realised.

Loss/gain recognised in the Average rate Year
2006 income statement in 2006 Fair Value In currency Currency per unit when due

Group  Parent company Group  Parent company
Forward contracts
GBP/DKK (0.5) (0.5) (1.1 (1.1 8.4 GBP 10.90 2007
USD/CAD 29 - (0.7) - 3.6 usb [.12 2007
CAD/EUR - [.6 |.6 [.6 32.0 CAD [.51 2007
PLN/DKK (0.6) (0.6) - - 9.6 PLN 1.95 2007
PLN/HUF (1.3) - [.5 - [1.3 PLN 71.59 2007
Total forward contracts 0.5 0.5 1.3 0.5
Interest rate swap Nom‘ﬂma‘ci;ﬂrg#cn;
CAD/CAD - - (C.1) (©.1) 8.0 CAD 2009
CAD/CAD - - (1.7) (1.7) 22.0 CAD 2012
DKK/DKK - - (5.1 (5.1 100 DKK 2011
Total interest rate swaps - - (6.9) (6.9)
2007

Group  Parent company Group  Parent company

Forward contracts

GBP/DKK 0.2) (0.2) 4.3 4.3 9.6 GBP 10.58 2008
USD/CAD (4.9) - (1.6) - 4.4 usD 0.96 2008
CAD/EUR - (10.0) (10.0) (10.0) 16.0 CAD [.53 2008
PLN/DKK 0.3 0.3 (0.2) 0.2) 8.5 PLN 2.04 2008
PLN/HUF - - (0.5) - 19.5 PLN 70.28 2008
EUR/HUF (1.8) - 0.1 - 30.0 EUR 25796 2008
SEK/DKK - - 0.7 0.7 51.5 SEK 0.80 2008
NOK/DKK - - 0.7 0.7 42.0 NOK 0.95 2008
Total forward contracts (6.6) 9.9 (6.5) (4.5)
Interest rate swaps N°”“‘Pna‘ci??8#$
CAD/CAD - - 0.2 0.2 8.0 CAD 2009
CAD/CAD - - (0.3) (0.3) 22.0 CAD 2012
DKK/DKK - - (2.3) (2.3) 90.0 DKK 2011
Total interest rate swaps - (2.4) (2.4)

Nominal amount
Put options in currency
USD/CAD (1.0) (1.0) 0.6 0.6 9.6 usD 2008

Total put options (1.0) (1.0) 0.6 0.6
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32. Related parties transactions
Group
The related parties of the Hartmann Group consist of members of the Group'’s Board of Directors and Executive Board and major shareholders of the parent

company Brgdrene Hartmann A/S.

Related parties also include affiliates and associates, cf. note |4 and 16, in which Bredrene Hartmann A/S exercises control or a significant influence. Hartmann has

engaged in the following important transactions with related parties:

Group Parent company
2007 2006 2007 2006
Sales of packaging to subsidiaries 0.0 0.0 441.0 519.0
Sales of machines and spare parts 0.0 0.0 649 38.8
Purchases of raw materials from associates 39.6 253 31.2 20.3
Sales of services to subsidiaires 0.0 0.0 0.5 13.1

There have been no important transactions with other related parties. For information on emoluments to members of the Board of Directors and remuneration to the
Executive Board, see note 5.

Related parties with a controlling influence:
The Bredrene Hartmann Foundation holds a stake of 12.29% representing 58.1% of the voting stock of Bredrene Hartmann A/S. Bradrene Hartmann A/S and the
Bradrene Hartmann Foundation have signed a rental and administration agreement contributing an annual amount of DKK 0.3 million to the Group.

The Bradrene Hartmann Foundation has given a subordinated loan of DKK 50 million to Bredrene Hartmann A/S until 31 December 2008.

33. New accounting regulation
IASB has issued the following new IFRS, which are not mandatory for the Hartmann Group in connection with the presentation of the Annual Report 2007.

*|AS | Presentation of financial statements, applicable to the financial year beginning on or after | January 2009. Implementation of the standard will not affect
recognition and measurement in the annual report. The EU has not yet approved IAS |.

*|AS 23 Borrowing costs, applicable to the financial year beginning on or after | January 2009.The standard will not affect recognition and measurement in the
annual report. The EU has not yet approved IAS 23.

*|AS 27 Consolidated and separate financial statements, applicable to the financial year beginning on or after | July 2009. Implementation of the standard will not
affect recognition and measurement in the annual report. The EU has not yet approved IAS 27.

*|FRS 2 Share-based payment, which applies to share-based payments made in the financial year beginning on or after | January 2009.The standard will not affect
recognition and measurement in the annual report.The EU has not yet approved IFRS 2.

*|FRS 3 Business combinations, which applies to business combinations carried out in the financial year beginning on or after | July 2009. The standard will not

affect recognition and measurement in the annual report. The EU has not yet approved IFRS 3.

*|FRS 8 Operating segments, which applies to segment information applying to the financial year beginning on or after | January 2009. The standard will not affect
recognition and measurement in the annual report. IFRS 8 has been approved by the EU.

IASB has issued a number of interpretations (IFRIC | I'), which have been approved by the EU, as well as IFRIC |2-14, which have not yet been approved by the
EU.The interpretations are not mandatory for the presentation of the Annual Report 2007, and none of the IFRIC's issued are expected to affect the presentation
of financial statements by the Hartmann Group.

The Hartmann Group expects to implement the above IFRS and IFRIC effective from the mandatory date.

34. Subsequent events

The Group has signed 2 conditional agreements concerning the sale of a building and a production line in Malaysia. If these transactions come through, they will

involve an accounting gain determined at DKK |0-15 million.

No other significant events have occurred since 31 December 2007.
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Definitions of key figures

Net working capital (NWC)

Invested capital (IC)

Return on average invested capital(ROIC)

Financial gearing

Return on equity

Earnings per share (EPS)

Book value per share

Pricelearnings

Pay-out ratio

Cash flow per share

The Annual Report 2007 has been prepared in accordance with International
Financial Reporting Standards as approved by the European Union and fur-

ther Danish disclosure requirements for annual reports of listed companies.

The forward-looking statements contained in this annual report reflect the
current expectations of the Board of Directors and the Executive Board
of Bredrene Hartmann A/S with regard to future events and the Group's

financial performance.

Statements about 2008 will inevitably be subject to uncertainties that may

cause the actual performance to differ from the expectations.

Factors that might cause the actual performance to differ from the expec-
tations contained in the annual report include — but are not limited to —

changes in business trends and the financial markets, changes in legislation and

Inventories plus receivables plus other operating current assets less
trade payables less other operating current liabilities

Net working capital plus property, plant and equipment plus intan-
gible fixed assets plus deferred tax assets plus corporate tax, receiv-
ables less deferred tax less public grants less corporate tax, payables

Operating profit/(loss) (EBIT)
Average invested capital

Net interest-bearing debt x 100
Total equity at year-end

Profit/(loss) for the year x 100
Total equity at year-end

Profit/(loss) for the year
Average no. of shares

The calculation of diluted EPS is adjusted for outstanding share
options, 'in the money’

Total equity (less minority interests) at year-end
No. of shares (less treasury shares) at year-end

Listed price
Earnings per share (EPS)

Dividend paid x 100
Profit/(loss) for the year

Cash flows from operating activities
Average no. of shares (less treasury shares)

regulations in the markets where Bradrene Hartmann A/S operates, changes
in the demand for products and in the competitive environment, and changes
in the prices of energy and raw materials. See also the section on Risk man-

agement on p. |6 and note 30 on p. 72.

The Annual Report 2007 of Bredrene Hartmann A/S is published in Danish
and English. In case of discrepancies between the two versions and in case of

doubt, the Danish version shall prevail.

All brands such as trade names and other names and designations highlighted in

this report are trademarks protected by and owned by Bredrene Hartmann A/S.

© 2008 Brgdrene Hartmann A/S
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