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Forthe
attention

ofM
rKaouach

Lafim
ed

83,Avenue
M

oham
ed

V
–

Belvédère
C

enter
1002

–
Tunis

Tunisia

25
N

ovem
ber2008

D
earM

rKaouach,

In
accordance

w
ith

yourinstructions
as

confirm
ed

in
ourcontractdated

21
N

ovem
ber2008

(the
“C

ontract”),w
e

reporton
Kaupthing

Bank
Luxem

bourg
S.A.(the

“Bank”orthe
“Target”).

This
draftreporthas

been
prepared

forthe
purposes

ofthe
proposed

acquisition
ofthe

Bank
by

Lafim
ed.

W
e

draw
yourattention

to
im

portantcom
m

ents
regarding

the
scope

and
process

ofourw
ork,setout

im
m

ediately
follow

ing
this

letter.

This
is

a
draftreport.

The
com

m
ents

in
this

draftare
subjectto

am
endm

entorw
ithdraw

al:ourdefinitive
findings

and
conclusions

w
illbe

those
setoutin

the
finalreport.

You
m

ay
notm

ake
copies

ofthis
reportavailable

to
otherpersons

exceptas
described

in
the

C
ontract,and

subjectto
the

conditions
described

therein.W
e

w
illnotacceptany

responsibility
to

any
person

otherthan
you,

exceptunderthe
arrangem

ents
described

in
the

C
ontract.

Yours
faithfully,

G
régoire

H
uret

Pricew
aterhouseCoopers

S.à
r.l.

400,route
d’Esch

L-1014
Luxem

bourg
Telephone

+352
49

48
48

1
Facsim

ile
+352

49
48

48
2900

G
régoire

Huret
Partner
E

m
ail:gregoire.huret@

lu.pw
c.com

Telephone:
+

352
49

48
48

2132
Fax:

+
352

49
48

48
2900

Raffaele
LeviM

inzi
E

m
ail:raffaele.levi.m

inzi@
lu.pw

c.com
Telephone:

+
352

49
48

48
2702

Fax:
+

352
49

48
48

2900
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Scope
and

Process
(1/2)

Engagem
ent

and
scope

of
our

work
W

e
w

ere
engaged

by
the

M
anagem

entofKaupthing
Bank

Luxem
bourg

S.A.on
22

O
ctober

2008
to

prepare
a

report
on

the
business

and
financialaffairs

of
the

Bank.W
e

have
perform

ed
the

w
ork

in
accordance

w
ith

the
engagem

ent
term

s
agreed

upon
in

the
Engagem

ent
contract,

attached
as

Appendix
1

to
this

report.
The

engagem
ent

contract
provides

furtherdetailon
the

scope
ofw

ork
w

e
have

agreed
to

perform
.Itis

yourresponsibility
to

determ
ine

the
extent

to
w

hich
ourVendorD

ue
D

iligence
(VD

D
)reportand

the
underlying

scope
ofour

w
ork

are
suitable

for
your

purposes
and

w
e

m
ake

no
representation

in
this

regard.W
e

pointoutthatour
w

ork
w

as
notdesigned

to
identify

fraud
or

any
othersim

ilarissues.

These
supplem

entary
analyses,or

“Purchaser
report”

has
been

prepared
in

accordance
w

ith
our

Engagem
entLetter

dated
N

ovem
ber20,2008

w
ith

Lafim
ed

and
should

be
read

in
conjunction

w
ith

ourVD
D

report.

O
therm

atters
Furtherm

ore
our

w
ork

did
not

include
a

review
of

the
Bank’s

Business
Plan

(prim
arily

because
one

has
not

been
prepared),tax

and
legalaffairs,environm

ental,health
and

safety
and

insurance.

Access
to
inform

ation
O

ur
w

ork
has

been
carried

outatthe
Bank’s

headquarters
in

Luxem
bourg,w

here
financialinform

ation
is

centralised.
W

e
had

access
to

m
anagem

entaccounts
and

legalaccounts,and
other

data.O
ur

inform
ation

w
as

obtained
directly

from
M

anagem
ent.W

e
pointoutthata

data
room

has
been

setup
by

M
anagem

entw
hich

include
further

inform
ation

w
hich

w
e

recom
m

end
any

potentialbuyer
to

review
extensively.For

the
purpose

ofthis
reportw

e
have

notreview
ed

and
com

m
ented

on
allaspects

of
this

data
room

but
w

e
have

lim
ited

our
review

on
such

docum
ents

w
e

believed
necessary

forthe
purpose

ofcom
pleting

the
defined

scope
ofw

ork.



Scope
and

Process
(2/2)

International
Financial

Reporting
Standards

(“IFRS”)
Kaupthing

Bank
Luxem

bourg
S.A’s

Statutory
FinancialStatem

ents
are

based
on

Luxem
bourgish

G
AAP.W

e
did

not
perform

any
w

ork
regarding

im
plications

ofm
oving

from
Luxem

bourgish
G

AAP
to

IFR
S.

Due
diligence

process
The

VD
D

w
as

perform
ed

overthree
w

eeks
period

com
m

encing
m

id
O

ctober2008.The
w

ork
on

Purchaserreporthas
started

on
20

N
ovem

ber.W
e

conducted
ourfieldw

ork
atthe

Bank’s
headquarters

in
Luxem

bourg
.W

e
also

had
am

ple
access

to
top

m
anagem

ent.

[M
anagem

entrepresentations
W

e
have

show
n

a
draftofthe

VD
D

reportto
the

M
anagem

ent,w
ho

has
confirm

ed
that,to

the
bestofhis

know
ledge

and
belief,itdoes

notcontain
any

m
aterialerroroffact,there

has
been

no
m

aterialom
ission

and
itfairly

sets
outthe

recentresults,state
ofaffairs

and
prospects

ofthe
Bank.To

the
extentthatw

e
consider

them
appropriate,w

e
have

incorporated
his

com
m

ents
in

this
report.]

Forthe
above

reasons,this
reportm

ay
nothave

identified
allm

atters
that

m
ightbe

ofconcern
to
you.



Im
portantM

essages

Bank
is

currently
under

a
procedure

of
“Sursis

de
Paiem

ent”

Itshould
be

noted
thatthe

Bank
is

currently
undera

procedure
of“suspension

ofpaym
ent”as

defined
by

Luxem
bourg

law
and

in
thatcontextPw

C
S.à.r.l.represented

by
E

m
m

anuelle
H

enniaux,and
M

e
Franz

Fayothave
been

appointed
Adm

inistrators
of

the
Bank

by
a

judgm
ent

of
the

Tribunal
d’arrondissem

ent
de

Luxem
bourg

(D
istrict

C
ourt)

on
9

O
ctober

2008.This
situation

m
ay

lead
to

unforeseen
consequences

for
the

Bank,w
hich

m
ay

significantly
im

pactthe
figures

show
n

in
this

report.

Clarity
ofinform

ation
The

Bank
produces

a
substantialam

ountoffinancialinform
ation

forinternaland
statutory

reporting
requirem

ents.The
financial

system
s

are
prim

arily
designed

to
support

a
legal

entity
structure

that
cannot

be
readily

m
apped

to
the

operating
structure

ofthe
business

(i.e.by
business

line
m

argins).In
addition,the

Bank
usually

perform
s

m
onth-end

closing
accounts

and
reporting.

O
urreview

ofthe
Balance

sheetas
of20

O
ctober2008

and
as

of20
N

ovem
ber2008

w
as

lim
ited

to
on

certain
item

s
as

agreed
w

ith
you,

w
hich

does
not

correspond
to

the
regular

m
onth-end

closing
and

therefore
m

onthly
depreciation,

accruals
on

bond
interests,taxes

and
som

e
otheritem

s
are

notbooked
in

the
accounts

atthis
date.

Significant
scope

m
atters

and
subsequentevents

occurred
after

20
O
ctober2008

W
e

pointoutthatthe
scope

ofourw
ork

did
notinclude

a
review

ofthe
Bank’s

financialinform
ation

subsequentto
20

O
ctober2008

exceptforthe
item

s
specifically

m
entioned

as
perourEngagem

entLetterdated
21stN

ovem
ber

2008.
Itshould

be
noted

thatthe
“suspension

ofpaym
ent”procedure

has
resulted

in
a

num
berofm

easures,w
hich

m
ay

have
substantially

im
pacted

the
balance

sheetand
the

Bank
after20

O
ctober2008.Am

ongstw
hich

(butnotlim
ited

to):

1.
The

“suspension
of

paym
ent”

is
an

event
of

default
in

relation
to

certain
transactions

and
therefore

m
ay

lead
to

im
m

ediate
settlem

entofthe
transaction

instead
ofsettlem

entatm
aturity

and
m

ay
thus

generate
potentiallitigation

w
ith

bank
counterparties

and
clients.

W
e

strongly
recom

m
end

any
potential

acquirer
to

investigate
the

recent
developm

ents
in

this
area

w
hich

w
e

w
ere

notable
to

review
post20

O
ctober2008.

2.
C

ertain
client

portfolios
have

been
transferred

to
other

banks
at

the
request

of
the

clients
as

they
could

not
be

m
anaged

in
the

currentcontextby
the

Bank,resulting
in

a
loss

ofclients.W
e

strongly
recom

m
end

any
potential

acquirerto
considerthe

actualam
ountofclientassets

as
atthe

m
ostrecentdate.

3.
A

num
berofclienttrades

w
hich

w
ere

ordered
before

9
O

ctober2008
butw

hich
w

ere
notsettled

atthatdate,have
been

cancelled
further

to
a

judgm
ent

by
the

Tribunald’arrondissem
ent

dated
29

O
ctober

2008
and

have
been

cancelled
since

then.
4.

Volatility
on

securities
and

forex
m

arketsince
20

O
ctoberand

20
N

ovem
berm

ay
lead

to
financialim

pactto
the

net
equity

ofthe
Bank

5.
A

retention
plan

is
currently

in
place

in
order

to
retain

som
e

key
people,

in
particular

C
R

M
s.

W
e

understand
how

everthatsom
e

people
have

leftthe
Bank

recently
even

ifthey
w

ere
partofthe

retention
plan

.
6.

Som
e

creditors
are

currently
trying

to
seize

assets
belonging

to
the

Bank
or

its
Parent

C
om

pany.
The

result
of

these
actions

is
unknow

n
update

on
the

reportbutw
illbe

to
need

investigated.
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K
aupthing

B
ank

Luxem
bourg’s

balance
sheets

as
at20

O
ctand

20
N

ov
2008

2

Kaupthing
Bank

Luxem
bourg

as
at20

O
ctoberand

20
N
ovem

ber2008
(Unaudited

figures)

€
in
m
illions

Reported
Netting

BS
netted

Adjs.
FairValue

Reported
Netting

BS
netted

Adjs.
FairValue

Cash
0.1

-
0.1

-
0.1

0.1
-

0.1
-

0.1

Loans
to
Kaupthing

Iceland
1,155.9

(355.2)
800.7

-
800.7

826.8
(776.5)

50.3
50.3

K
S

F
59.2

(59.2)
-

-
-

58.0
(58.0)

-
-

-
Loans

on
dem

and
203.5

(19.8)
183.7

(5.2)
178.5

226.0
(73.3)

152.7
-

152.7
Term

loans
69.6

-
69.6

(5.3)
64.3

117.2
(0.1)

117.1
(10.2)

106.9
Loans

and
advances

to
creditinstitutions

1,488.2
(434.2)

1,054.0
(10.5)

1,043.5
1,228.0

(907.9)
320.1

(10.2)
309.9

-
P

rivate
loans

1,331.6
(354.4)

977.2
(473.5)

503.7
1,077.1

(151.8)
925.3

(506.0)
419.3

C
orporate

loans
507.1

(13.9)
493.2

(36.7)
456.5

496.1
(14.7)

481.4
(158.6)

322.8
R

eceivable
forcalled

up
guarantees

-
-

-
119.3

119.3
-

-
-

241.2
241.2

O
therfinancialinstitution

receivables
3.3

(1.6)
1.7

-
1.7

3.4
(1.6)

1.8
-

1.8
Loans

and
advances

to
custom

ers
1,842.0

(369.9)
1,472.1

(390.9)
1,081.2

1,576.6
(168.1)

1,408.5
(423.4)

985.1
-

D
ebtsecurities

and
otherfixed

incom
e

securities
144.3

(19.9)
124.4

(11.8)
112.6

193.3
734.4

927.7
(4.2)

923.5
S

hares
and

othervariable-yield
securities

28.2
(15.0)

13.2
(2.4)

10.8
14.3

(3.5)
10.8

(2.1)
8.7

Totalbank
portfolio

172.5
(34.9)

137.6
(14.2)

123.4
207.6

730.9
938.5

(6.3)
932.2

-
-

Intangible
assets

5.2
(2.7)

2.4
-

2.4
5.5

-
5.5

-
5.5

Tangible
assets

13.3
(8.3)

5.1
-

5.1
13.6

(12.8)
0.8

-
0.8

Financialassets
22.4

-
22.4

-
22.4

22.4
-

22.4
-

22.4
Fixed

assets
40.9

(11.0)
29.9

-
29.9

41.5
(12.8)

28.7
-

28.7
-

O
therassets

3.1
-

3.1
-

3.1
3.1

-
3.1

-
3.1

Fairvalue
derivative

instrum
ents

-
-

-
2.4

2.4
-

-
-

-
-

P
repaym

ents
and

accrued
incom

e
98.3

-
98.3

(17.6)
80.7

48.9
-

48.9
31.7

80.6
TotalAssets

3,645.0
(850.0)

2,795.0
(430.8)

2,364.2
3,105.7

(357.9)
2,747.8

(408.2)
2,339.6

D
ue

to
centralbanks

807.3
-

807.3
-

807.3
807.4

-
807.4

-
807.4

D
ue

to
othercreditinstitutions

1,052.0
(435.9)

616.1
-

616.1
739.0

(144.1)
594.9

-
594.9

Am
ounts

ow
ed
to
creditinstitutions

1,859.3
(435.9)

1,423.4
-

1,423.4
1,546.4

(144.1)
1,402.3

-
1,402.3

B
elgian

and
S

w
iss

client's
deposits

576.0
-

576.0
-

576.0
596.7

-
596.7

-
596.7

Am
ounts

ow
ed

to
custom

ers
643.6

(386.1)
257.5

(1.9)
255.6

439.6
(174.1)

265.5
-

265.5

O
therliabilities

0.8
-

0.8
-

0.8
1.1

-
1.1

-
1.1

Accruals
and

deferred
incom

e
24.5

-
24.5

-
24.5

24.2
-

24.2
-

24.2
P

rovisions
forliabilities

and
charges

31.4
-

31.4
(5.1)

26.3
31.1

-
31.1

(6.8)
24.3

W
rite

offprovision
on

loan
-

-
-

(8.0)
(8.0)

-
-

-
(8.0)

(8.0)
Value

adjustm
ents

57.8
(28.0)

29.8
(21.8)

8.0
69.5

(39.7)
29.8

(21.8)
8.0

M
inim

um
potentialsocialplan

-
-

-
15.0

15.0
-

-
-

15.0
15.0

P
otentialrestructuring

costs
-

-
-

10.0
10.0

-
-

-
10.0

10.0
TotalLiabilities

3,193.4
(850.0)

2,343.4
(11.8)

2,331.6
2,708.6

(357.9)
2,350.7

(11.6)
2,339.1

Netequity
451.6

0.0
451.6

(419.0)
32.6

397.1
-

397.1
(396.6)

0.5
S

ource:Trialbalances,M
anagem

entinform
ation

and
P

w
C

analysis

20
O
ctober2008

20
Novem

ber2008

The
key

im
pacton

the
netassets

are:

�
the

increase
ofthe

value
adjustm

ents
on

private
loans

by
€33m

resulting
from

the
review

of
clients’exposure

by
M

anagem
ent

and
the

m
arketeffects

on
the

collateralvalue.

�
unw

inding
ofquasirepo

w
ith

K
aupthing

B
ank

hfand
recording

ofthe
securities

on
balance

sheet;
and

�
corporate

loan
book

value
adjust

is
related

m
ainly

to
Im

m
o

C
roissance

w
hich

is
reclassified

as
a

guaranteed
called-up.

S
ection

1
-B

alance
sheets

highlights
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The
adjusted

netequity
should

am
ount€32.6m

and
€0.5m

as
at20

O
ctand

20
N

ov
respectively

(1/5)

4

Introduction
•

Follow
ing

the
m

eltdow
n

in
the

Icelandic
econom

y
and

the
collapse

of
Kaupthing

Bank
hf,the

Bank
faces

m
assive

w
rite

dow
ns

on
certain

assets
w

hich
are

notyetreflected
in

the
accounting

system
.W

e
presentbelow

our
analysis

ofa
“m

ark-to-m
arket”balance

sheetas
of20

O
ctoberand

20
N

ovem
ber2008

in
orderto

evaluate
the

rem
aining

equity
ofthe

Bank
follow

ing
these

losses
(this

analysis
is

referred
to

as
“quality

ofnet
assets”).The

quantification
ofthese

adjustm
ents

are
based

on
the

assum
ptions

ofa
“going

concern”ofthe
Bank

e.g.thatthe
Bank

w
ill

operate
its

activity
w

ith
the

supportofa
new

shareholderundernorm
al

conditions.

Q
uality

ofnetassets
•

Based
on

ouranalysis
w

e
propose

the
follow

ing
adjustm

ents
to

the
net

equity
ofthe

Bank
:

(1)Loans
to

othercreditinstitutions
relates

to
the

w
rite

offofloans
granted

to
tw

o
Icelandic

banks:Keflavik
Savings

Bank
and

SPR
O

N
w

hich
are

considered
as

irrecoverable.Exposures
on

certain
othercreditinstitutions

have
also

been
im

paired
to

a
m

uch
lesserextentbased

on
currentm

arket
price

oftheirdebton
the

secondary
m

arket.

(2)Loans
to

private
clients

includes
im

pairm
enton

the
“Lom

bard
loan

book”to
be

recorded
in

orderto
reflectthe

decrease
in

the
m

arketvalue
ofthe

collateralas
w

ellas
the

assessm
entofthe

residualcreditrisk.This
is

furtherdescribed
in

section
3.3.The

adjustm
ents

have
been

estim
ated

by
the

Bank
based

on
the

clients’portfolio
review

,its
know

ledge
ofthe

clients,
the

m
arketvalue

ofthe
collaterals

and
theircapacity

to
repay

the
loans.As

w
e

are
notin

a
position

to
assess

the
clients

individualpositions,w
e

have
how

evernotchallenged
this

assessm
ent.W

e
have

review
ed

certain
significantexposure

as
detailed

in
section

3.3.

Q
uality

ofnetassets
as
of20

O
ctand

20
N
ov

2008

€
in
m
illions

20-O
ct-08
Actual

20-Nov-08
Actual

Netequity
reported

451.6
397.1

Adjustm
ents:

(1)
Loans

to
othercreditinstitutions

(10.5)
(10.2)

(2)
Loans

to
private

clients
(463.7)

(488.1)
(3)

R
eceivables

from
called

up
guarantees

119.3
241.2

(4)
M

ortgage
loans

(9.8)
(17.9)

(5)
Loans

to
corporate

clients
(36.7)

(158.6)
(6)

Bank
ow

n
portfolio

(14.2)
(6.3)

(7)
Fairvalue

ofderivative
instrum

ents
2.4

-
(8)

Prepaym
ents

(17.6)
-

(9)
Loss

on
C

FD
booked

tw
ice

1.9
-

(10)
Provision

release
34.9

36.6
(11)

Provision
accruals

(25.0)
(25.0)

(12)
U

B
S

claim
on

forex
transaction

-
31.7

Totaladjustm
ents

(419.0)
(396.6)

Adjusted
netequity

32.6
0.5

Furtheradjustm
ents

(13)
Adjustm

enton
a

collateral
n.q.

(5.4)
(14)

Exposure
on

K
aytw

o
S

arl
n.q.

(5.8)
(15)

Im
m

o
C

roissance
n.q.

(1.2)

Potentialdow
nside

(16)
Exposure

on
K

aupthing
B

ank
hf

n.q.
n.q.

(17)
Potentialdow

nside
on

repo
w

ith
B

C
L

n.q.
n.q.

(18)
M

arket's
effect/dow

nside
n.q.

n.q.
(19)

IS
K

exposure
n.q.

n.q.
(20)

O
ff-balance

sheetitem
s

n.q.
n.q.

(21)
Effects

ofsuspension
ofpaym

ent
n.q.

n.q.
Potentialupside
(22)

Potentialupside
on

repo
w

ith
B

C
L

n.q.
n.q.

(23)
M

arket's
effect/dow

nside
n.q.

n.q.
(24)

IS
K

exposure
n.q.

n.q.

Source:M
anagem

entinform
ation

and
Pw

C
analysis

S
ection

2
-Q

uality
ofnetassets



D
raft

P
rojectE

arth
•V

endorD
ue

D
iligence

–
P

urchaserreport

The
adjusted

netequity
should

am
ount€32.6m

and
€0.5m

as
at20

O
ctand

20
N

ov
respectively

(2/5)

5 Q
uality

ofnetassets
(3)

R
eceivables

from
called

up
guarantees

refers
to

the
am

ountclaim
ed

to
Kaupthing

Bank
hf

on
certain

Lom
bard

loans,w
hich

w
ere

in
defaultbefore

9
O

ctoberand
forw

hich
the

ParentC
om

pany
provided

a
guarantee

to
the

Bank.These
guarantees

are
borne

by
the

“Bad
bank”and

the
m

odalities
underw

hich
the

Bad
Bank

w
illsettle

these,are
currently

underdiscussions
and

could
potentially

be
m

ade
through

the
seizure

ofsom
e

assets
belonging

to
the

ParentC
om

pany
butlocated

in
the

G
rand-D

uchy
as

described
in

section
4.Such

am
ounts

have
been

reconciled
w

ith
the

Parent
C

om
pany.The

difference
betw

een
20

O
ctoberand

20
N

ovem
berrelates

to
the

defaultofthe
Im

m
o

C
roissance

loan
on

31
O

ctober2008
as

further
described

in
section

3.4.1

(4)
M

ortgage
loans

includes
im

pairm
enton

the
m

ortgage
loan

book
as

further
described

in
section

3.3.

(5)
Loans

to
corporate

clients
includes

im
pairm

enton
the

corporate
loan

book
as

furtherdescribed
in

section
3.4.N

ote
thatno

im
pactofthe

Im
m

o
C

roissance
defaulthas

been
considered

in
ouranalysis

as
at20

N
ovem

ber
2008

since
this

eventoccurred
on

31
O

ctober.This
loan

has
been

valued
at0

in
the

loan
book

and
called

as
guarantee

for€122m
(4).

(6)
Bank

ow
n

portfolio
im

pairm
ents

resultfrom
the

valuation
as

further
described

in
section

3.5.The
m

ain
adjustm

ents
concern

unquoted
and

Icelandic
securities,w

here
up

to
100%

has
been

w
ritten

off.The
m

ain
difference

w
ith

20
O

ctoberrelates
to

the
factthatthe

Bank
portfolio

has
significantly

changed,in
particularthe

unw
inding

ofthe
interm

ediary
portfolio.

The
im

pactofthe
valuation

resulting
from

the
Bank

had
already

booked
highervalue

adjustm
entas

at20
N

ovem
ber2008.

Q
uality

ofnetassets
as
of20

O
ctand

20
N
ov

2008

€
in
m
illions

20-O
ct-08
Actual

20-Nov-08
Actual

Netequity
reported

451.6
397.1

Adjustm
ents:

(1)
Loans

to
othercreditinstitutions

(10.5)
(10.2)

(2)
Loans

to
private

clients
(463.7)

(488.1)
(3)

R
eceivables

from
called

up
guarantees

119.3
241.2

(4)
M

ortgage
loans

(9.8)
(17.9)

(5)
Loans

to
corporate

clients
(36.7)

(158.6)
(6)

Bank
ow

n
portfolio

(14.2)
(6.3)

(7)
Fairvalue

ofderivative
instrum

ents
2.4

-
(8)

Prepaym
ents

(17.6)
-

(9)
Loss

on
C

FD
booked

tw
ice

1.9
-

(10)
Provision

release
34.9

36.6
(11)

Provision
accruals

(25.0)
(25.0)

(12)
U

B
S

claim
on

forex
transaction

-
31.7

Totaladjustm
ents

(419.0)
(396.6)

Adjusted
netequity

32.6
0.5

Furtheradjustm
ents

(13)
Adjustm

enton
a

collateral
n.q.

(5.4)
(14)

Exposure
on

K
aytw

o
S

arl
n.q.

(5.8)
(15)

Im
m

o
C

roissance
n.q.

(1.2)

Potentialdow
nside

(16)
Exposure

on
K

aupthing
B

ank
hf

n.q.
n.q.

(17)
Potentialdow

nside
on

repo
w

ith
B

C
L

n.q.
n.q.

(18)
M

arket's
effect/dow

nside
n.q.

n.q.
(19)

IS
K

exposure
n.q.

n.q.
(20)

O
ff-balance

sheetitem
s

n.q.
n.q.

(21)
Effects

ofsuspension
ofpaym

ent
n.q.

n.q.
Potentialupside
(22)

Potentialupside
on

repo
w

ith
B

C
L

n.q.
n.q.

(23)
M

arket's
effect/dow

nside
n.q.

n.q.
(24)

IS
K

exposure
n.q.

n.q.

Source:M
anagem

entinform
ation

and
Pw

C
analysis

S
ection

2
-Q

uality
ofnetassets



D
raft

P
rojectE

arth
•V

endorD
ue

D
iligence

–
P

urchaserreport

The
adjusted

netequity
should

am
ount€32.6m

and
€0.5m

as
at20

O
ctand

20
N

ov
respectively

(3/5)

6 (7)
Fairvalue

ofderivatives
instrum

ents
refers

to
a

potentialgain
of€2.4m

to
be

realized
on

expiration
ofa

derivative
instrum

enton
a

share
ofthe

Bank’s
ow

n
portfolio.

(8)
Prepaym

ents
refers

to
certain

unrealized
forex

gains,w
hich

w
illnot

m
aterialize

as
the

counterparty
presents

a
creditrisk.

(9)
Loss

on
C

FD
booked

tw
ice

relates
to

the
reversalofrealised

loss
on

Bank’s
ow

n
C

FD
position

booked
tw

ice
in

the
p&l.

W
ith

respectto
(7),(8)and

(9),these
transactions

have
been

cancelled
in

the
accounts

ofthe
Bank

as
ofN

ovem
ber20,2008.

(10)Provision
release

represents
the

reversalofnon-tax
provisions

as
the

lum
p

sum
provision

of€21.8m
(Luxem

bourg
specific

tax-driven
provision),

discretionary
year-end

bonuses
for€

5.1m
and

loan
w

rite
offfor€8.0m

already
considered

in
adjustm

ent(2)above.As
at20

N
ov

the
Bank

carried
outan

additionalreversalfor€1.7m
related

to
tax

provision
forFY08

according
to

an
agreem

entofthe
Luxem

bourg
tax

adm
inistration.

(11)Provision
accruals

refers
to

m
inim

alpotentialsocialplans
for€15m

and
potentialrestructuring

costs
of€10m

in
the

contextofa
takeoverby

another
bank.Estim

ates
w

ere
based

on
discussion

w
ith

M
anagem

ent.Italso
include

€3m
ofexpense

accruals
forcosts

w
hich

are
recorded

only
at

m
onth-end

(staffcosts,depreciation, 
).

(12)U
BS

claim
on

forex
transaction

refers
to

a
settlem

entofa
claim

on
U

BS
on

foreign
exchange

transactions.Itshould
be

noted
thatthe

cash
paym

ent
has

notbeen
received,yet.

Furtheradjustm
ents

•
These

referto
adjustm

ents
thatare

stillunderdiscussion
w

ith
the

M
anagem

ent.

(13)Adjustm
enta

collateral:In
perform

ing
a

review
ofthe

Lom
bard

loan
book

w
e

identified
a

furtherim
pairm

enton
a

loan
due

to
the

loss
in

value
ofthe

collateral.

Q
uality

ofnetassets
as
of20

O
ctand

20
N
ov

2008

€
in
m
illions

20-O
ct-08
Actual

20-Nov-08
Actual

Netequity
reported

451.6
397.1

Adjustm
ents:

(1)
Loans

to
othercreditinstitutions

(10.5)
(10.2)

(2)
Loans

to
private

clients
(463.7)

(488.1)
(3)

R
eceivables

from
called

up
guarantees

119.3
241.2

(4)
M

ortgage
loans

(9.8)
(17.9)

(5)
Loans

to
corporate

clients
(36.7)

(158.6)
(6)

Bank
ow

n
portfolio

(14.2)
(6.3)

(7)
Fairvalue

ofderivative
instrum

ents
2.4

-
(8)

Prepaym
ents

(17.6)
-

(9)
Loss

on
C

FD
booked

tw
ice

1.9
-

(10)
Provision

release
34.9

36.6
(11)

Provision
accruals

(25.0)
(25.0)

(12)
U

B
S

claim
on

forex
transaction

-
31.7

Totaladjustm
ents

(419.0)
(396.6)

Adjusted
netequity

32.6
0.5

Furtheradjustm
ents

(13)
Adjustm

enton
a

collateral
n.q.

(5.4)
(14)

Exposure
on

K
aytw

o
S

arl
n.q.

(5.8)
(15)

Im
m

o
C

roissance
n.q.

(1.2)

Potentialdow
nside

(16)
Exposure

on
K

aupthing
B

ank
hf

n.q.
n.q.

(17)
Potentialdow

nside
on

repo
w

ith
B

C
L

n.q.
n.q.

(18)
M

arket's
effect/dow

nside
n.q.

n.q.
(19)

IS
K

exposure
n.q.

n.q.
(20)

O
ff-balance

sheetitem
s

n.q.
n.q.

(21)
Effects

ofsuspension
ofpaym

ent
n.q.

n.q.
Potentialupside
(22)

Potentialupside
on

repo
w

ith
B

C
L

n.q.
n.q.

(23)
M

arket's
effect/dow

nside
n.q.

n.q.
(24)

IS
K

exposure
n.q.

n.q.

Source:M
anagem

entinform
ation

and
Pw

C
analysis

S
ection

2
-Q

uality
ofnetassets



D
raft

P
rojectE

arth
•V

endorD
ue

D
iligence

–
P

urchaserreport

The
adjusted

netequity
should

am
ount€32.6m

and
€0.5m

as
at20

O
ctand

20
N

ov
respectively

(4/5)

7 (14)Exposure
on

Kaytw
o:the

Bank
recently

received
bids

forthe
building

ow
ned

by
Kaytw

o
w

hich
tend

to
indicate

a
possible

im
pairm

entw
hich

am
ounting

to
€8m

on
the

equity
value

ofKaytw
o.The

value
ofthe

loan
has

notbeen
im

paired.

(15)Im
m

o
C

roissance:the
shareholders

ofIm
m

o
C

roissance
are

currently
negotiating

the
disposalofIm

m
o

C
roissance

to
a

third
party

w
hich

w
ould

also
contribute

certain
assets

to
Im

m
o

C
roissance.In

this
context,the

loan
w

ould
be

extended
for1

yearbutthe
conditions

w
ould

be
renegociated

im
plying

a
discountofthe

currentinterestrate
w

ith
an

estim
ated

im
pactof€1.2m

.As
a

resultofthe
contribution

the
assets

the
loan

to
value

should
im

prove.

Potentialdow
nside

(16)Exposure
on

Kaupthing
Bank

hf:as
oftoday

w
e

have
no

indication
as

to
w

hetherthe
m

othercom
pany

w
illnotpay

its
obligations

(essentially
guarantee

called
for€119m

).Forfurtherdetailplease
referto

adjn°3.

(17)Potentialim
pactofthe

“repo”w
ith

Kaupthing
Bank

hfand
repo

w
ith

BC
L

has
been

identified
as

the
fairvalue

ofthe
securities

in
repo

m
ay

actually
differfrom

the
actualsales

price
to

be
obtained

from
the

potential
disposalofthe

securities
portfolio

held
in

collateralby
the

BC
L.Itshould

be
noted

thatforthe
purpose

ofthis
analysis

w
e

have
cancelled

the
receivable

on
the

parentcom
pany

and
included

the
portfolio

ofsecurities
in

the
ow

n
portfolio

ofthe
Bank.

(18)A
m

arketeffectim
pactcould

be
taken

into
consideration

as
allvaluations

ofsecurities,foreign
exchange

transactions
have

been
valued

on
the

prices
as

at20
O

ctober2008
and

updated
as

ofN
ovem

ber20,2008.Any
variations

in
these

prices
can

resultin
an

im
pacton

the
value

ofthe
assets

(essentially
im

pacting
the

recoverable
am

ounton
the

Lom
bard

loan
book).W

e
recom

m
end

potentialbidders
to

perform
a

m
ore

recent
valuation

ofassets
and

collaterals
to

evaluate
the

netequity
position

of
the

Bank.

Q
uality

ofN
etAssets

adjustm
ents,in

particularvale
adjustm

ents
on

loans,are
notbooked

in
accounting

and
therefore

prevents
an

exhaustive
revaluation

ofthe
Bank’s

currency
positions.

Q
uality

ofnetassets
as
of20

O
ctand

20
N
ov

2008

€
in
m
illions

20-O
ct-08
Actual

20-Nov-08
Actual

Netequity
reported

451.6
397.1

Adjustm
ents:

(1)
Loans

to
othercreditinstitutions

(10.5)
(10.2)

(2)
Loans

to
private

clients
(463.7)

(488.1)
(3)

R
eceivables

from
called

up
guarantees

119.3
241.2

(4)
M

ortgage
loans

(9.8)
(17.9)

(5)
Loans

to
corporate

clients
(36.7)

(158.6)
(6)

Bank
ow

n
portfolio

(14.2)
(6.3)

(7)
Fairvalue

ofderivative
instrum

ents
2.4

-
(8)

Prepaym
ents

(17.6)
-

(9)
Loss

on
C

FD
booked

tw
ice

1.9
-

(10)
Provision

release
34.9

36.6
(11)

Provision
accruals

(25.0)
(25.0)

(12)
U

B
S

claim
on

forex
transaction

-
31.7

Totaladjustm
ents

(419.0)
(396.6)

Adjusted
netequity

32.6
0.5

Furtheradjustm
ents

(13)
Adjustm

enton
a

collateral
n.q.

(5.4)
(14)

Exposure
on

K
aytw

o
S

arl
n.q.

(5.8)
(15)

Im
m

o
C

roissance
n.q.

(1.2)

Potentialdow
nside

(16)
Exposure

on
K

aupthing
B

ank
hf

n.q.
n.q.

(17)
Potentialdow

nside
on

repo
w

ith
B

C
L

n.q.
n.q.

(18)
M

arket's
effect/dow

nside
n.q.

n.q.
(19)

IS
K

exposure
n.q.

n.q.
(20)

O
ff-balance

sheetitem
s

n.q.
n.q.

(21)
Effects

ofsuspension
ofpaym

ent
n.q.

n.q.
Potentialupside
(22)

Potentialupside
on

repo
w

ith
B

C
L

n.q.
n.q.

(23)
M

arket's
effect/dow

nside
n.q.

n.q.
(24)

IS
K

exposure
n.q.

n.q.

Source:M
anagem

entinform
ation

and
Pw

C
analysis

S
ection

2
-Q

uality
ofnetassets



D
raft

P
rojectE

arth
•V

endorD
ue

D
iligence

–
P

urchaserreport

The
adjusted

netequity
should

am
ount€32.6m

and
€0.5m

as
at20

O
ctand

20
N

ov
respectively

(5/5)

8 Potentialdow
nside

(cont’d)
(19)ISK

exposure:The
ISK

is
currently

nottraded
on

an
officialm

arketand
therefore

no
officialexchange

rate
is

available.The
EU

R
/ISK

exchange
rate

currently
used

in
the

accounting
system

is
fixed

atEU
R

1=ISK250
and

is
based

on
currentO

TC
transactions.The

Bank
has

a
long

interbank
position

ofISK
27bn

as
of20

O
ctober2008

and
20

N
ovem

ber2008
a

variation
in

the
exchange

rate
w

ould
have

a
directim

pacton
the

netassets
and

liabilities
in

this
currency

and
therefore

the
netequity.

(20)O
ffbalance-sheetitem

s:
as

ofthe
date

ofourreportw
e

have
notreceived

any
inform

ation
enabling

us
to

determ
ine

w
hethercreditrisk

could
arise

from
the

guarantees
issued

(totalling
€66m

).Potentialacquirers
should

furtherinvestigate
this

area.

(21)Effects
ofsuspension

ofpaym
ent:a

num
berofcounterparties

have
cancelled

orhave
attem

pted
to

term
inate

transactions
w

ith
the

Bank
follow

ing
the

suspension
ofpaym

ent.These
m

ainly
relates

to
forex

transactions.Potentialacquirers
should

evaluate
the

risk
associated

w
ith

these
transactions

as
these

m
ostly

m
aterialized

after20
O

ctober2008.

Potentialupside
•

W
e

highlightthatforthe
otherpotentialupside

(adjustm
ents

n°
22,23

and
24)w

e
referto

potentialadjustm
ents

n°17,18
and

19.

Q
uality

ofnetassets
as
of20

O
ctand

20
N
ov

2008

€
in
m
illions

20-O
ct-08
Actual

20-Nov-08
Actual

Netequity
reported

451.6
397.1

Adjustm
ents:

(1)
Loans

to
othercreditinstitutions

(10.5)
(10.2)

(2)
Loans

to
private

clients
(463.7)

(488.1)
(3)

R
eceivables

from
called

up
guarantees

119.3
241.2

(4)
M

ortgage
loans

(9.8)
(17.9)

(5)
Loans

to
corporate

clients
(36.7)

(158.6)
(6)

Bank
ow

n
portfolio

(14.2)
(6.3)

(7)
Fairvalue

ofderivative
instrum

ents
2.4

-
(8)

Prepaym
ents

(17.6)
-

(9)
Loss

on
C

FD
booked

tw
ice

1.9
-

(10)
Provision

release
34.9

36.6
(11)

Provision
accruals

(25.0)
(25.0)

(12)
U

B
S

claim
on

forex
transaction

-
31.7

Totaladjustm
ents

(419.0)
(396.6)

Adjusted
netequity

32.6
0.5

Furtheradjustm
ents

(13)
Adjustm

enton
a

collateral
n.q.

(5.4)
(14)

Exposure
on

K
aytw

o
S

arl
n.q.

(5.8)
(15)

Im
m

o
C

roissance
n.q.

(1.2)

Potentialdow
nside

(16)
Exposure

on
K

aupthing
B

ank
hf

n.q.
n.q.

(17)
Potentialdow

nside
on

repo
w

ith
B

C
L

n.q.
n.q.

(18)
M

arket's
effect/dow

nside
n.q.

n.q.
(19)

IS
K

exposure
n.q.

n.q.
(20)

O
ff-balance

sheetitem
s

n.q.
n.q.

(21)
Effects

ofsuspension
ofpaym

ent
n.q.

n.q.
Potentialupside
(22)

Potentialupside
on

repo
w

ith
B

C
L

n.q.
n.q.

(23)
M

arket's
effect/dow

nside
n.q.

n.q.
(24)

IS
K

exposure
n.q.

n.q.

Source:M
anagem

entinform
ation

and
Pw

C
analysis
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R
econciliation

ofthe
positions

held
with

K
aupthing

Iceland

€
in
m
illions

20
O
ct08

20
Nov

08
Loans

to
Kaupthing

Iceland
as

of20
O

ctober2008
1,155.9

826.8
D

ue
to

Kaupthing
Iceland

(291.1)
(9.6)

Netposition
before

guarantees
864.8

817.2
ISK

transfers
to

C
learstream

after20
O

ctober2008
(64.0)

-
Transfers

to
ow

n
portfolio

-
(766.9)

Netposition
to
Kaupthing

Iceland
800.7

50.3

O
fwhich:

D
ebtofKaupthing

Iceland
in
the

repo
transaction

767.7
-

C
ash

on
accountwith

N
ew

Kaupthing
Bank

hf("G
ood

Bank")
33.0

50.3

G
uarantees

w
ith

K
aupthing

Iceland
€
in
m
illions

31
O
ct08

20
Nov

08

R
eceivables

forcalled-up
guarantees

119.3
119.3

Im
m

ocroissance
guarantee

called
on

31
O

ctober2008
121.9

121.9
Totalguarantees

exposure
241.2

241.2

Sum
m
ary

ofexposure
w
ith

K
aupthing

Iceland
€
in
m
illions

31
O
ct08

20
Nov

08

N
etcash

position
800.7

50.3
G

uarantees
241.2

241.2
Totalexposure

w
ith
Kaupthing

Iceland
1,041.9

291.5
D

ebtofKaupthing
Iceland

in
the

repo
transaction

(767.7)
-

Residualexposure
atrisk

w
ith
Kaupthing

Iceland
274.2

291.5

Source:M
anagem

entinform
ation

Cash
reconciliation

•
Kaupthing

Bank
Luxem

bourg
S.A.presents

intercom
pany

item
s

w
ith

Kaupthing
Bank

hf(Iceland)w
hich

are
reconciled

w
ith

the
positions

recorded
in

the
parentcom

pany’s
books

as
of20

O
ctober2008

and
20

N
ovem

ber2008.The
cash

position
w

ith
N

ew
Kaupthing

Bank
cannotbe

transferred
outofIceland

atpresent.

Repo
•

Kaupthing
Bank

hfhas
borrow

ed
m

onies
from

the
Bank

through
collateralized

m
oney

m
arketloans

(quasi-repo)for
€767.7m

w
hich

w
as

funded
by

repo
transaction

w
ith

B
C

L,collateralized
by

the
portfolio

ofsecurities
provided

by
Kaupthing

Bank
hf(further

described
as

BC
L

repo).The
ParentC

om
pany

has
used

the
Bank

to
access

funding
atthe

Luxem
bourg

C
entralBank.

•
These

m
oney

m
arketloans

of€767.7m
are

secured
by

a
portfolio

of
securities

eligible
forcentralbank

refinancing.The
Bank

has
entered

into
a

furtherrepo
w

ith
BC

L
of€40m

using
additional

securities
from

its
ow

n
portfolio.These

transactions
are

further
discussed

in
ourreport.Forthe

purpose
ofthis

analysis,w
e

have
cancelled

the
receivable

on
the

parentcom
pany

for€766.9m
and

included
the

portfolio
in

the
Bank

ow
n

portfolio.

G
uarantees

•
The

Im
m

o
C

roissance
guarantee

w
as

called
on

31
O

ctober2008
for

the
fullam

ountofthe
loan

balance
outstanding

(€121.9m
)although

the
guarantee

covers
only

the
actualloss

thatthe
Bank

w
illrealize.

Therefore
the

am
ountdisclosed

aside
is

over-estim
ated

as
the

recoverable
am

ountofthe
loan

from
Im

m
o

C
roissance

w
illnotbe

nil.Forfurtherdetails
please

referto
section
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Loan
and

advances
to
creditinstitutions

as
at20

O
ctoberand

20
Novem

ber2008
(Unaudited

figures)

€
in
m
illions

Reported
Netting

BS
netted

Adjs.
FairValue

Reported
Netting

BS
netted

Adjs.
FairValue

Kaupthing
Bank

Iceland
1,155.9

(315.2)
840.7

(40.0)
800.7

826.8
(776.5)

50.3
-

50.3
KSF

59.2
(59.2)

0.0
44.5

44.5
58.0

(58.0)
-

-
BC

EE
55.1

(24.3)
30.8

-
30.8

59.8
-

59.8
-

59.7
C

learstream
Banking

31.5
(6.7)

24.7
40.0

64.7
35.8

-
35.8

-
35.8

Banque
G

enerale
du

Luxem
bourg

-
-

-
-

-
33.9

-
33.9

-
33.9

LLO
YD

S
TSB

BAN
K

1.7
-

1.7
-

1.7
5.2

-
5.2

-
5.2

C
hase

M
anhattan

Bank,N
Y

0.2
(0.2)

-
-

-
3.4

-
3.4

-
3.4

U
BS

EU
R

C
ollateralaccount

-
-

-
-

-
2.9

-
2.9

-
2.9

M
P

Fjarfestingarbanki
4.6

(0.7)
3.9

-
3.9

2.7
(0.3)

2.5
-

2.5
Bank

ofM
ontrealToronto

0.0
(0.0)

-
-

-
2.0

-
2.0

-
2.0

C
reditSuisse

2.2
(0.4)

1.8
-

1.8
2.3

(0.3)
2.0

-
2.0

R
BC

G
lobalServices

London
2.1

(2.1)
-

-
-

1.3
-

1.3
-

1.3
Svenska

H
andelsbanken

Stckholm
3.6

-
3.6

-
3.6

1.3
(0.2)

1.2
-

1.2
Sparisjodurinn

IKeflavik
0.7

(0.1)
0.6

-
0.6

0.7
(0.1)

0.6
-

0.6
KAU

PTH
IN

G
D

K
1.0

-
1.0

-
1.0

0.6
-

0.6
-

0.6
R

ietum
u

Banka
7.5

-
7.5

(0.2)
7.3

-
-

-
-

-
SPR

O
N

-R
eykjavik

Savings
Bank

5.0
(0.0)

5.0
(5.0)

-
-

-
-

-
-

O
ther

88.5
(69.7)

18.8
-

18.8
74.1

(72.3)
1.8

-
1.8

Loans
on
dem

and
203.7

(104.3)
99.5

34.8
134.3

226.0
(73.2)

152.8
-

152.7
BC

EE
-

-
-

-
-

52.4
-

52.4
-

52.4
LandsbankiIceland

-
-

-
-

-
12.0

-
12.0

-
12.0

SkaeelskorBank
11.4

(0.0)
11.4

-
11.4

11.4
(0.0)

11.4
-

11.4
Aarhus

Lokalbank
A/S

10.1
(0.0)

10.1
-

10.1
10.1

(0.0)
10.1

-
10.1

Sparekassen
Faaborg

9.6
-

9.6
-

9.6
8.6

-
8.6

-
8.6

R
ietum

u
Banka

-
-

-
-

-
7.5

-
7.5

(0.2)
7.3

JSC
N

orvik
Banka

5.0
5.0

-
5.0

5.0
5.0

-
5.0

M
axBank

A/S
0.2

(0.1)
0.1

-
0.1

0.2
(0.1)

0.1
-

0.1
SPR

O
N

-R
eykjavik

Savings
Bank

-
-

-
-

-
5.0

(0.0)
5.0

(5.0)
-

Keflavik
Savings

Bank
5.0

(0.0)
5.0

(5.0)
-

5.0
(0.0)

5.0
(5.0)

-
Lokalbanken

iN
ordsjaelland

10.0
(0.0)

10.0
-

10.0
0.0

(0.0)
-

-
-

Forstaedernes
Bank

5.0
-

5.0
-

5.0
-

-
-

-
-

Totalbanken
13.1

-
13.1

(0.3)
12.9

-
-

-
-

-
Term

loans
69.4

(0.1)
69.3

(5.3)
64.0

117.2
(0.1)

117.1
(10.2)

106.9
Total

1,488.2
(478.7)

1,009.5
34.0

1,043.5
1,228.0

(907.8)
320.2

(10.2)
309.9

O
fwhich:

ISK
108.1

(0.6)
107.5

-
107.5

77.7
(0.1)

77.6
-

77.6
O

thercurrencies
1,380.1

(478.1)
902.0

34.0
936.0

1,150.3
(907.7)

242.6
(10.2)

232.4
Total

1,488.2
(478.7)

1,009.5
34.0

1,043.5
1,228.0

(907.8)
320.2

(10.2)
309.9

Source:Trialbalances,M
anagem

entinform
ation

and
Pw

C
analysis

20
O
ct2008

20
Nov

2008
�

Landsbankiincrease
of€12m

,refers
to

new
LandsbankiIceland

Bank
and

relates
to

partof
IS

K
exposure

form
aly

w
ith

C
learstream

Netting
as
at20

Nov
08

•
B

C
L

R
epo:forthe

purpose
ofthis

analysis,w
e

have
netted

the
loan

to
the

P
arentC

om
pany

againstthe
ofthe

inclusion
R

epo
portfolio

into
the

B
ank

ow
n

portfolio.

•
R

ietum
u,S

P
R

O
N

,K
eflavik

adj.refers
to

the
loans

held
m

ainly
by

Icelandic
banks

characterized
by

uncertain
recoverability

as
follow

s:

–
€0.2m

loan
to

R
ietum

u
B

anka
(LV

),

–
€5.0m

loan
to

S
P

R
O

N
-R

eykjavik
S

avings
B

ank;and

–
€5.0m

loan
to

K
eflavik

S
avings

B
ank.
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Am
ounts

owed
to
creditinstitutions

as
at20

O
ctoberand

20
Novem

ber2008
(U
naudited

figures)

€
in
m
illions

Reported
Netting

BS
netted

Adjs.
FairValue

Reported
Netting

BS
netted

Adjs.
FairValue

Due
to
Banque

Centrale
du
Lux

(807.3)
(807.3)

-
807.3

(807.4)
-

(807.4)
-

(807.4)

K
aupthing

Bank
Iceland

(315.2)
315.2

-
-

-
(9.6)

9.6
-

-
-

Ing
Bank

N
.V.London

B
ranch

(215.0)
-

(215.0)
-

(215.0)
(215.0)

-
(215.0)

-
(215.0)

D
exia

B
ank

Belgium
(100.0)

-
(100.0)

-
(100.0)

(100.0)
-

(100.0)
-

(100.0)
Landesbank

B
aden

W
ürttem

berg
(60.5)

-
(60.5)

-
(60.5)

(60.5)
-

(60.5)
-

(60.5)
C

om
m

erzbank
AG

(60.0)
-

(60.0)
-

(60.0)
(60.1)

-
(60.1)

-
(60.1)

B
ank

ofM
ontrealToronto

(37.6)
0.0

(37.5)
-

(37.5)
(39.9)

-
(39.9)

-
(39.9)

B
anque

C
antonale

Vaudoise
G

uer
(27.8)

-
(27.8)

-
(27.8)

(27.9)
-

(27.9)
-

(27.9)
D

Z
B

ank
Frankfurt

(25.0)
-

(25.0)
-

(25.0)
(25.0)

-
(25.0)

-
(25.0)

K
FW

Frankfurt
(19.0)

-
(19.0)

-
(19.0)

(19.0)
-

(19.0)
-

(19.0)
B

anca
AlettiB

ergam
o

Italy
(13.0)

-
(13.0)

-
(13.0)

(13.0)
-

(13.0)
-

(13.0)
AIG

P
rivate

Bank
(7.0)

-
(7.0)

-
(7.0)

(7.5)
-

(7.5)
-

(7.5)
H

S
H

N
ordbank

AG
(7.5)

-
(7.5)

3.5
(4.0)

(7.5)
3.5

(4.0)
-

(4.0)
K

SF
(21.6)

59.2
37.6

(46.4)
(8.8)

(64.9)
57.6

(7.2)
-

(7.2)
Ing

Bank
B

russels
O

urC
orr.Bk

(0.5)
0.5

(0.0)
-

(0.0)
(8.1)

3.8
(4.3)

-
(4.3)

E
ik

Bank
A/S

(3.1)
-

(3.1)
-

(3.1)
(3.2)

0.0
(3.2)

-
(3.2)

C
.I.M

Banque
(3.9)

1.7
(2.1)

-
(2.1)

(4.1)
1.7

(2.4)
-

(2.4)
Finibanco

(2.1)
-

(2.1)
-

(2.1)
(2.2)

-
(2.2)

-
(2.2)

Vp
Bank

Luxem
bourg

S
.A.

(1.5)
-

(1.5)
-

(1.5)
(1.5)

-
(1.5)

-
(1.5)

U
nion

Bank
ofSw

itzerland
-

-
-

-
-

(1.1)
-

(1.1)
-

(1.1)
O

ther
(48.9)

36.2
(12.7)

-
(12.7)

(2.9)
1.8

(1.1)
-

(1.1)
Due

to
othercreditinstitutions

(923.4)
378.7

(544.7)
(42.9)

(587.6)
(672.9)

78.1
(594.9)

(594.9)
Total

(1,730.6)
378.7

(1,351.9)
(42.9)

(1,394.8)
(1,480.3)

78.1
(1,402.3)

(1,402.3)

K
aupthing

Bank
Belgium

(642.7)
62.0

(580.7)
-

(580.7)
(645.5)

62.9
(582.6)

-
(582.6)

K
aupthing

Bk
LuxG

eneva
B

ranch
(16.2)

3.9
(12.3)

-
(12.3)

(17.2)
3.1

(14.1)
-

(14.1)
Belgian

and
Sw

iss
clients'Deposits

(658.9)
65.9

(593.0)
-

(593.0)
(662.7)

66.0
(596.7)

-
(596.7)

Total
(2,389.5)

444.6
(1,944.9)

(42.9)
(1,987.8)

(2,143.0)
144.1

(1,999.0)
-

(1,999.0)
O
fwhich:

ISK
(11.7)

-
(11.7)

3.5
(8.2)

(11.7)
3.5

(8.2)
-

(8.2)
O

thercurrencies
(1,719.0)

378.7
(1,340.3)

(46.4)
(1,386.7)

(1,468.7)
74.6

(1,394.1)
-

(1,394.1)
Total

(1,730.6)
378.7

(1,351.9)
(42.9)

(1,394.8)
(1,480.3)

78.1
(1,402.3)

-
(1,402.3)

S
ource:Trialbalances,M

anagem
entinform

ation
and

P
w

C
analysis

20
O
ct2008

20
Nov

2008
Netting

as
at20

Nov
08

•
H

S
H

N
ordbank

A
G

for€3.5m
refers

to
the

netting
outofthe

fullam
ountofH

S
H

repo
book

value.

•
K

S
F

for€0.6m
is

com
posed

by
the

netting
outof

the
follow

ing
am

ounts:

–
€40.6m

:K
SF

repo
book

value
on

clients
accounts;

–
€5.6m

:K
S

F
repo

book
value

forow
n

account;

–
-€37.6m

:m
argin

calls
w

rite-offforC
FD

contracts
w

ith
clients.This

is
a

tem
porary

booking
w

hich
need

to
be

reversed
at

m
onth

end
and

therefore
w

hich
does

not
im

pacton
the

N
etE

quity.

–
-€9.0m

:valuation
ofC

FD
contracts.
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Private
Loans

as
at20

O
ctoberand

20
Novem

ber2008
(U
naudited

figures)

€
in
m
illions

Reported
Netting

BS
netted

Adjs.
FairValue

Reported
Netting

BS
netted

Adjs.
FairValue

Lom
bard

loans
1,238.0

(329.6)
908.4

(463.7)
444.7

978.6
(115.8)

862.8
(488.1)

374.7
M

ortgage
loans

93.6
(3.4)

90.2
(9.8)

80.4
98.5

(4.4)
94.2

(17.9)
76.3

Sub-total
1,331.6

(333.0)
998.6

(473.5)
525.1

1,077.1
(120.2)

957.0
(506.0)

451.0

M
argin

callC
FD

-
3.0

3.0
-

3.0
-

9.0
9.0

-
9.0

R
epo

custom
ersecurities

-
(24.4)

(24.4)
-

(24.4)
-

(40.6)
(40.6)

-
(40.6)

Total
1,331.6

(354.4)
977.2

(473.5)
503.7

1,077.1
(151.8)

925.4
(506.0)

419.3
Source:Trialbalances,M

anagem
entinform

ation
and

Pw
C

analysis

20
O
ct2008

20
Nov

2008

Reported
balance

sheets
as
at20

Nov
08

•
As

at20
N

ovem
berthe

reduction
in

private
loans

by
€254.5m

m
ainly

refers
to

the
facts

that:

–
certain

loans
have

been
repaid

ornetted
w

ith
cash

ow
ned

by
clients;

–
certain

portfolio
(Lom

bard
loan)have

been
sold,in

orderto
reduce

the
exposure

on
client;and

–
furtherw

rite-offs
on

portfolio
carried

outby
M

anagem
entin

orderto
reflectthe

m
arketdecrease

and
the

Bank
assessm

entof
the

client’s
financialsituation.
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Top
10
Private

Loans
exposures

as
at20

N
ovem

ber2008

€
in
m
illions

Portfolio
n°

Reported
BS

Netted
Adjs.

Fair
Value

1
401947

80.4
80.2

-
80.2

2
401958

73.5
73.5

(52.8)
20.7

3
400398

64.1
60.3

(60.2)
0.0

4
401896

50.2
50.2

(32.9)
17.3

5
401605

35.7
35.7

(21.3)
14.4

6
401163

32.3
32.3

(32.3)
-

7
200132

28.9
28.9

(14.7)
14.2

8
402187

24.6
24.6

(2.5)
22.1

9
400438

24.4
24.4

(14.9)
9.5

10
401341

23.5
0.8

-
0.8

Top
10
private

clients
437.6

410.9
(231.5)

179.4
%
on

totalprivate
loans

40.6%
42.9%

45.7%
39.8%

O
ther

639.6
546.1

(274.5)
271.6

TotalPrivate
loans

1,077.1
957.0

(506.0)
451.0

S
ource:M

anagem
entinform

ation
and

P
w

C
analysis

20
Novem

ber2008

(1)
The

B
orrow

eris
a

private
equity

fund
w

here
the

fund
adm

inistration
is

undertaken
by

the
B

ank.The
exposure

derives
from

the
bridge

financing
ofinvestm

ents
until

investors
com

m
itm

ents
are

called
in.Itshould

be
noted

thatthe
fund

is
currently

under
adm

inistration.The
B

ank
holds

allthe
investm

ents
carried

outby
the

B
orrow

erin
the

collateralforthe
loan

and
the

value
ofthe

collateralis
sufficientotcoverthe

outstanding
loan.

(2)
The

B
orrow

eris
an

investm
entvehicle.The

fairvalue
represents

an
am

ountheld
in

anotheraccountbutpledged
in

favorofthis
loan.

(3)
The

B
orrow

eris
an

investm
entvehicle.The

Bank
does

notbenefitfrom
any

recourse
againstany

guarantors,therefore
the

exposure
is

considered
fully

unrecoverable.

(4)
The

B
orrow

eris
an

investm
entvehicle

thatw
as

established
to

take
a

com
pany

public
to

private.The
P

ublic
to

P
rivate

transaction
is

in
progress

and
the

fairvalue
is

considered
recoverable.W

e
have

identified
a

furtherim
pairm

entofthis
loan

am
ounting

€5.4m
based

on
the

review
ofthe

value
ofthe

collateralheld
notincluded

in
this

adjustm
ent.

(5)
The

B
orrow

eris
an

investm
entvehicle.The

Borrow
erhas

granted
a

loan
to

its
beneficialow

nerw
ho

holds
cash

equivalentin
the

Bank.The
rem

aining
fairvalue

of
the

loan
afteradjustm

entis
estim

ated
to

be
recoverable.

(6)
The

B
orrow

eris
an

investm
entvehicle.The

Bank
does

notbenefitfrom
any

recourse
againstany

guarantors,therefore
the

exposure
is

considered
unrecoverable.

(7)
The

B
orrow

eris
a

physicalperson
w

ho
ow

ns
realestate

assets
in

E
urope

w
hich

value
is

estim
ated

to
be

sufficientto
secure

the
exposure.

(8)
The

B
orrow

eris
a

S
P

V
thatow

ns
an

aircraft.The
m

ostrecentm
arketvalue

ofthe
aircraft(m

ortgaged
tow

ards
the

B
ank)exceeds

the
debt.In

addition,the
B

orrow
er

ow
ns

anotheraircraftbeing
sold

in
orderto

reduce
debttow

ards
the

B
ank.

(9)
The

B
orrow

eris
an

investm
entvehicle.The

com
pany

invested
in

a
single

equity
position

w
hich

value
significantly

dropped
during

the
Icelandic

and
the

globalfinancial
crises.The

B
ank

is
currently

negotiating
a

public-to-private
transaction

w
hereby

the
"totaluncovered

position"m
ightbe

partly
recovered.As

this
is

uncertain,the
B

ank
has

considered
the

difference
betw

een
value

ofshares
and

outstanding
exposures

unrecoverable.

(10)The
B

orrow
eris

an
investm

entvehicle.The
exposure

is
fully

secured
by

pledge
over

cash
and/orsecurities.
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Top
15
largestundercollateralized

exposure

Portfolio
n°

Uncovered
position

Adjs.
Recoverable

am
ount

1
401958

71.3
(52.8)

18.6
2

401896
45.8

(32.9)
12.9

3
401592

10.3
-

10.3
4

401188
7.3

-
7.3

5
401605

28.3
(21.3)

7.0
6

101147
6.4

-
6.4

7
100270

6.4
-

6.4
8

200132
20.4

(14.7)
5.7

9
102228

5.7
-

5.7
10

401719
4.9

-
4.9

11
402187

6.5
(2.5)

4.0
12

101121
3.6

-
3.6

13
401191

2.9
-

2.9
14

401639
2.6

-
2.6

15
401489

2.5
-

2.5
Top

15
private

clients
224.9

(124.1)
100.9

Source:M
anagem

entinform
ation

and
P

w
C

analysis

20
Novem

ber2008
-€/m

Basis
ofpreparation

•
W

e
have

identify
a

num
berofloans

w
hich

are
undercollateralized

for€134.1.This
am

ountfrom
the

decrease
ofm

arketvale
ofthe

collateralheld
to

secure
the

loan
and

afteroffsetofallcash
am

ounts
and

pledge
held

by
clients.

Top
15
largestundercollateralized

exposure
(1)

A
cash

transferofequivalentam
ountis

pending
com

ing
from

anotherrelated
com

pany
account(n°

400637).

(2)
The

collateralvalue
ofthe

securities
held

as
collateralis

revalued
based

on
an

assessm
entofthe

quoted
price

and
the

analysed
value

ofthe
shares

in
the

com
pany.The

com
pany

is
debtfree

and
holds

a
significantam

ountofcash.

(3)
In

M
arch

2006,the
Borrow

eracquired
a

property
in

the
U

K
forG

B
P

11.7m
(or

€13.8m
).The

acquisition
w

as
undertaken

through
an

S
P

V
(the

B
orrow

er)w
ith

the
sole

purpose
ofow

ning
the

property.R
epresentatives

from
the

B
ank

are
acting

as
D

irectors
ofthe

S
P

V
(the

B
orrow

er)hence
the

B
ank

has
controloverthe

Borrow
er.

The
loan

carries
a

personalguarantee
from

the
ultim

ate
beneficialow

ner.

(4)
The

B
orrow

eris
a

Luxem
bourg

H
olding

com
pany

dom
iciled

atthe
B

ank.The
com

pany
is

in
the

process
ofbeing

m
erged

into
it's

parentcom
pany

from
w

hom
the

B
ank

benefits
from

a
corporate

guarantee.The
Borrow

erholds
a

private
equity

investm
ent,w

hich
is

in
the

process
ofbeing

sold
(controlled

by
the

B
ank)w

hereby
the

B
orrow

eris
expecting

a
proceeds

ofsom
e

G
B

P
10m

(or€11.7m
),and

therefore
the

exposure
w

illbe
fully

repaid.The
B

orrow
eris

an
investm

entvehicle
thatw

as
established

to
take

a
com

pany
public

to
private.The

P
-t-P

transaction
is

in
progress

and
the

difference
betw

een
"totaluncovered

position"and
the

adjustm
ent

is
the

additionalam
ountthatis

considered
recoverable.

(5)
The

B
orrow

erholds
a

claim
deriving

from
a

loan
granted

by
its

ow
ner(account

num
ber:101297).The

ow
nerholds

a
cash

equivalentam
ounton

accountnum
ber

101297
w

ith
the

B
ank

an
am

ountof€7m
,w

hich
w

illbe
used

to
setoffagainstthe

exposure
ofthe

B
orrow

er.

(6)
The

exposure
is

covered
by

a
personalguarantee

from
the

ow
nerofaccounts

num
bers

:100977,200069
and

101989
(allheld

w
ith

the
Bank).Those

accounts
hold

excess
collateralofm

inim
um

€25m
.

(
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19 (7)
The

Borrow
ers

(2)are
physicalpersons

w
ho

acquired
a

property
in

France
(C

ham
onix).The

Bank
has

a
covenantto

the
loan

agreem
entw

hereas
it

has
the

rightto
m

ortgage
the

property
ifitdeem

s
itnecessary.The

Borrow
ers

have
-according

to
public

available
sources

-significant
financialcapacity

in
the

range
of€10

to
50m

.

(8)
The

Borrow
eris

a
physicalperson

w
ho

is
considered

to
have

a
sufficient

assetbase
to

repay
the

difference
through

the
ow

nership
ofrealestate

assets
in

Europe.

(9)
The

Borrow
eris

a
physicalperson

w
ho

has
invested

into
a

D
utch

financial
com

pany
(private

equity
investm

ent).The
Borrow

eris
occupying

a
European

C
EO

position
fora

internationalprivate
equity

firm
.The

Bank
holds

assignm
ents

in
the

investm
entthatthe

Borrow
erhas

undertaken.

(10)The
exposure

is
covered

by
cash

forC
FD

positions
thathave

been
closed.

As
the

C
FD

business
w

as
conducted

by
the

Bank
w

ith
a

U
K

counterpart,
the

cash
has

been
frozen

there.H
ow

ever,the
clienthas

entered
into

an
agreem

entw
ith

the
Bank

and
is

contractually
entitled

to
receive

his
cash

back.

(11)The
Borrow

eris
a

SPV
thatow

ns
an

aircraft.The
m

ostrecentm
arketvalue

ofthe
aircraft(m

ortgaged
tow

ards
the

Bank)covers
the

debtup
to

the
adjustm

ent.In
addition

the
Borrow

erow
ns

anotheraircraftthatthe
Bank

does
nothave

a
pledge

in
-how

everthe
com

pany
is

selling
this

as
w

ellin
orderto

reduce
debttow

ards
the

Bank.

(12)The
Borrow

eris
a

physicalperson,w
ho

is
em

ployed
as

a
professional

footballplayerin
one

ofthe
w

orlds’largestfootballclub.H
e

has
a

contract
w

hich
runs

foradditional3
years

w
ith

an
annualnetsalary

of€1.5m
and

earnings
from

sponsorships.In
addition

he
ow

ns
som

e
private

equity
property

investm
ents

in
Asia

thatare
supposed

to
turn

into
cash

w
ithin

a
tim

efram
e

of6
m

onths
from

N
ovem

ber2008.The
Bank

does
nothold

a
pledge

overthose
assets,butthe

Borrow
erhas

undertaken
to

directthe
cash

into
the

Bank
to

reduce
its

debt.

Top
15
largestundercollateralized

exposure

Portfolio
n°

Uncovered
position

Adjs.
Recoverable

am
ount

1
401958

71.3
(52.8)

18.6
2

401896
45.8

(32.9)
12.9

3
401592

10.3
-

10.3
4

401188
7.3

-
7.3

5
401605

28.3
(21.3)

7.0
6

101147
6.4

-
6.4

7
100270

6.4
-

6.4
8

200132
20.4

(14.7)
5.7

9
102228

5.7
-

5.7
10

401719
4.9

-
4.9

11
402187

6.5
(2.5)

4.0
12

101121
3.6

-
3.6

13
401191

2.9
-

2.9
14

401639
2.6

-
2.6

15
401489

2.5
-

2.5
Top

15
private

clients
224.9

(124.1)
100.9

Source:M
anagem

entinform
ation

and
P

w
C

analysis

20
Novem

ber2008
-€/m
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20 (13)The
Borrow

eris
a

fund
ofhedge

funds
m

anaged
by

the
Bank’s

branch
in

G
eneva.The

exposure
derives

from
currency

hedges
and

should
be

covered
by

the
assets

held
by

the
fund.

(14)The
exposure

is
guaranteed

personally
by

a
physicalperson

and
therefore

the
Bank

considers
the

security
position

as
satisfactory.In

addition
the

person
w

ho
guarantees

ow
ns

properties
in

w
hich

the
bank

partly
holds

m
ortgages,w

hich
is

considered
back-up

forthe
personalguarantee.

(15)The
Bank

benefits
from

a
personalguarantee

from
the

beneficialow
nerof

the
Borrow

er.The
beneficialow

neris
considered

to
have

a
w

ealth
in

excess
of€500m

.

Top
15
largestundercollateralized

exposure

Portfolio
n°

Uncovered
position

Adjs.
Recoverable

am
ount

1
401958

71.3
(52.8)

18.6
2

401896
45.8

(32.9)
12.9

3
401592

10.3
-

10.3
4

401188
7.3

-
7.3

5
401605

28.3
(21.3)

7.0
6

101147
6.4

-
6.4

7
100270

6.4
-

6.4
8

200132
20.4

(14.7)
5.7

9
102228

5.7
-

5.7
10

401719
4.9

-
4.9

11
402187

6.5
(2.5)

4.0
12

101121
3.6

-
3.6

13
401191

2.9
-

2.9
14

401639
2.6

-
2.6

15
401489

2.5
-

2.5
Top

15
private

clients
224.9

(124.1)
100.9

Source:M
anagem

entinform
ation

and
P

w
C

analysis

20
Novem

ber2008
-€/m
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Iceland,U
nited

K
ingdom

and
Luxem

bourg
accountfor70%

ofthe
loan

book

21

B
eneficials

ow
ners

by
country

-(%
ofthe

loan
book)

28.4%

24.1%

17.5%

13.2%

4.3%

1.7%
1.6%
1.5%
1.4%
1.2%
0.9% 4.2%

Iceland

United
Kingdom

Luxem
bourg

Denm
ark

Norw
ay

Liechtenstein

France

Spain

USA

G
erm

any

Netherlands

O
thers
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exposure

w
ithin

the
collateralportfolio

22

Shares
ofISK

currency
exposure

w
ithin

the
collateralportfolio

12.1%

87.9%

ISK
O

ther
Top

4
used

ISK
collaterals

11.8
26%

1.4
3% 1.9

4%

2.45%

28.1
62%O

ssur

Iceland
Housing

Finance
Fund

BM
V

alla

BakkavoerG
roup

O
ther

Total€232m
Total€28m

C
orresponds

to
participations

in
severalIS

K
denom

inated
collateral.
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Top
4
ISK

collaterals
as
at20

N
ovem

ber2008

n°
Securities

description
Type

of
investm

ent
Exchange
rate

used
Currentvalue
new

used
€/m

1
O

ssurhf
S

hare
250

11.8
2

B
akkavörG

roup
hf6.700%

03-15.05.2009
B

ond
250

2.4
3

B
M

Valla
hf

S
hare

250
1.9

4
Iceland

H
ousing

Finance
Fund

3.750%
I/L

04-
15.06.2044/(Ibudabref04/3)/(D

irty
priced)

B
onds

250
1.4

Total
17.5

S
ource:M

anagem
entinform

ation
and

P
w

C
analysis

(1)
O

ssuris
a

leading
com

pany
in

the
developm

ent,m
anufacture

and
sale

of
high

quality
orthopaedic

solutions.

The
com

pany's
w

ork
revolves

around
successfuloutcom

es
forboth

clinicians
and

patients.Itis
this

unstinting
focus

on
business

and
clinical

outcom
es

thatw
illcontinue

to
differentiate

the
business

from
its

com
petitors

and
fuelfuture

grow
th.

O
ssur's

shares
have

been
listed

on
the

O
M

X
Iceland

since
1999.

(2)
BakkavörG

roup
is

a
leading

internationalfood
m

anufacturing
com

pany
specialising

in
fresh

prepared
foods

and
products.The

G
roup

operates
66

factories
and

em
ploys

over20,000
people

in
10

countries,w
ith

a
pro-form

a
turnoverin

2007
of£1.5

billion.The
head

office
is

in
R

eykjavík,Iceland,
and

the
G

roup
is

listed
on

N
asdaq

O
M

X
N

ordic
Exchange

in
Iceland.

BakkavörG
roup

operates
in

the
dynam

ic
fresh

prepared
food

and
products

m
arket-a

$50
billion

m
arket,grow

ing
at11%

operating
in

the
U

K,W
estern

Europe,C
entralEurope,C

hina
and

the
U

S).Atpresentthe
m

ajority
of

sales
are

generated
in

the
U

K.

(3)
The

com
pany

is
privately

ow
ned

(notlisted)and
is

the
largestconcrete

producerin
Iceland.Ithas

been
valued

based
on

the
N

AV.

(4)
H

FF
Bonds

are
issued

and
sold

by
the

Fund
to

raise
funds

form
ortgage

loans
and

otherloan
categories.H

FF
Bonds

are
annuities;inflation-linked

using
the

C
onsum

erPrice
Index;and

carry
a

fixed
interestof3.75%

,
payable

sem
i-annually.H

FF
Bonds

are
G

overnm
entguaranteed.The

H
FF

is
rated

by
Standard

and
Poor's

and
quoted

on
the

O
M

X
.
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Corporate
Loans

as
at20

O
ctoberand

20
Novem

ber2008
(U
naudited

figures)

€
in
m
illions

Reported
Netting

BS
netted

Adjs.
FairValue

Reported
Netting

BS
netted

Adjs.
FairValue

C
orporate

loans
507.1

(13.9)
493.2

(36.7)
456.5

496.1
(14.7)

481.4
(158.6)

322.8
Total

507.1
(13.9)

493.2
(36.7)

456.5
496.1

(14.7)
481.4

(158.6)
322.8

S
ource:Trialbalances,M

anagem
entinform

ation
and

P
w

C
analysis

20
O
ct2008

20
Nov

2008

Top
12
loans

as
of20

O
ctand

20
N
ov

2008

€
in
m
illions

Sector
M
aturity

20
O
ct08

20
Nov

08
Im

m
o

C
roissance

S
IC

AV
S

IF
R

ealE
state

O
ct-08

122.0
122.0

P
arque

E
olico

P
ueto

R
ealIS

LWind
E

nergy
M

ar-09
50.0

50.1
R

G
W

A/S
R

ealE
state

S
ep-08

32.3
32.6

Vaerlose
B

ym
idte

A/S
R

ealE
state

Feb-09
21.5

21.5
B

BS
B

ulk
1

KS
S

hipping
M

ay-12
17.3

16.3
H

oldingselskabet25.06.97
ApS

O
ther

O
ct-08

13.4
-

S
C

IC
hateau

R
ealE

state
Jun-10

13.1
13.1

P
iano

H
olding

Ltd
O

ther
O

ct-12
14.4

14.4
B

BS
B

ulk
IV

K
S

S
hipping

M
ar-15

14.6
14.6

G
riffin

B
onds

B
erlin

IA/S
R

ealE
state

Jun-10
14.1

14.1
B

BS
B

ulk
IIK

S
S

hipping
S

ep-14
12.5

12.5
K

aytw
o

S
.a.r.l.

R
ealE

state
10.5

10.5
Top

12
Corporate

loans
312.6

298.6
O

ther
194.5

197.5
Totalloans

507.1
496.1

Source:M
anagem

entinform
ation

and
Pw

C
analysis

GBV

A
s

at20
N

ovem
ber,the

adjustm
ent

increased
by

€122m
due

to
the

factthatIm
m

o
C

roissance
loan

has
been

w
rite

offagainstguarantee
called

up
the

P
arentC

om
pany.

S
ection

3.4
-Loans

and
advances

to
corporate

clients
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B
ased

on
the

R
C

apital’s
offer,no

im
pairm

entto
the

loan
value

is
required

•
The

Investm
entProperties

and
the

loans
are

fully
described

in
details

in
the

follow
ing

pages.

Com
pany

description
•

Im
m

o
C

roissance
has

been
established

as
an

open-end
realestate

investm
entfund

(SIC
AV)in

1988
by

D
exia

Bank,Puilaetco
D

ew
aay

and
Le

FoyerG
roup

as
prom

oters.

•
The

purpose
ofthe

fund
is

long-term
investm

entin
com

m
ercialrealestate

(office
use)w

ith
Luxem

bourg
as

core
m

arket.

•
U

ntilJuly
2008,IC

has
been

held
2/3

by
BaugurG

roup
and

1/3
by

S
KLux.

•
In

August2008,SKLux
took

over100%
in

the
shares

ofIC
.The

acquisition
w

as
exercised

in
relation

to
reduction

ofcreditexposure
thatBaugurG

roup
hf.had

tow
ards

Kaupthing
Bank

G
roup.

•
As

the
acquisition

w
as

com
pleted

w
ithoutcustom

ary
due

diligence
process

due
to

tim
ing

constraints
and

BaugurG
roup

financialstatus,Kaupthing
Bank

hf.granted
SKLux

a
putoption

thatgives
him

the
rightto

sellthe
acquired

shares
(2/3)w

ithin
1

yearforthe
totalconsideration

ofacquisition
price

(€17.5m
).Atthatdate,SKLux

w
as

the
sole

shareholderofIC
.

•
O

n
30

Septem
ber,SKLux

exercised
the

putoption
so

thatthe
current

shareholding
structure

is
the

follow
ing:

–
Kaupthing

Bank
hf.(28,154

shares
or2/3);and

–
SKLux

(14,077
shares

or1/3).

Im
m
o
C
roissance

B
alance

sheetas
at30

Sep
08

€
in
m
illions

Actual
Pw

C
Adjs.

Adjusted

Investm
entproperties

162.0
(21.7)

140.3
R

estricted
cash

1.1
-

1.1
C

ash
(*)

21.0
-

21.0
O

therassets
0.4

-
0.4

Assets
184.5

(21.7)
162.8

Long
term

debt
(35.0)

-
(35.0)

S
hortterm

debt
(122.0)

-
(122.0)

O
therliabilities

(3.2)
-

(3.2)
Liabilities

(160.1)
-

(160.1)

Netassetvalue
24.4

(21.7)
2.7

S
ource:M

anagem
entinform

ation

30
Sep

08

(*)€
11m

cash
depositpledged

in
orderto

secure
the

paym
entofthe

future
construction

costs
for1

asset.

S
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Loan
A

greem
ents:Term

s
&

C
onditions

28

Loan
Agreem

ents:Term
s
&
C
onditions

€
in
m
illions

Lender
20-Nov-08

Com
m
ents

Pledges,guarantees,etc.
M

ortgage
loan

D
exia

B
russels

and
D

exia-B
IL

35
M

aturity
19

Jan
11

1stranking
m

ortgage
("m

andathypothécaire")for
€

35m
on

Luxem
bourg

properties
B

ridge
Loan

K
aupthing

B
ank

Luxem
bourg

122
D

raw
dow

n
notice

date
31

Jul08
-€

11m
cash

depositpledged
in

favorofD
exia

B
ank

Luxem
bourg

in
orderto

secure
the

paym
entofthe

future
construction

costs
for1

asset.Allother
liquidity

pledged
in

favourofD
E

XIA
to

secure
future

annuities.
-N

egative
pledge

overallassets
ofIC

(excl.€35m
guaranteed

to
D

exia)
-G

uarantee
from

Kaupthing
B

ank
hfup

to
€125m

Total
157

S
ource:M

anagem
entinform

ation

Bridge
Loan

Agreem
entDate:31

Jul2008

Facility
Am

ount:up
to

m
ax.€

122m

O
utstanding

Am
ount:€

122m

Loan
M
aturity

Date:31
O

ct2008
(defaulted)

Repaym
ent:Bulletatm

aturity

Applicable
InterestRate:LIBO

R
3M

+
150

bps.p.a.

Defaultrate:Applicable
InterestR

ate
+

200
bps.p.a.

•
In

the
contextofthe

potentialacquisition
ofIm

m
o

C
roissance,

the
term

and
condition

ofthe
loan

are
currently

under
negotiation

and
could

lead
a

potentialP&L
im

pactfor€1.2m
on

intereston
the

loan.

G
uarantee

from
Kaupting

Bank
hf

•
O

n
31

O
ct2008,Kaupthing

Bank
Lux

has
called

the
guarantee

from
its

parentcom
pany

in
the

am
ountof€122m

•
C

onsidering
the

current
situation,

the
am

ount
claim

ed
to

the
parent

com
pany

is
stilloutstanding

and
m

ay
be

partially
recovered

through
the

sale
of

certain
assets

held
by

Kaupting
Bank

hf
and

deposited
in

Luxem
bourg.

S
ection

3.4.1
-Im

m
o

C
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O
verview

ofthe
currenttenancy

schedule

29

C
urrenttenancy

schedule

€
in
thousands

Lessee
Floor

notes
O
ffice

Archives
O
ther

Internal
External

Start
Nextbreak

End
Rent(year)

ArsenalProject
E

tatdu
G

rand
D

uché
de

Luxem
bourg

U
nderconstruction

C
entre

M
onterey

S
G

G
+6/+5

new
lease

starts
01/11/2008

654
3

01-Jul-04
31-D

ec-10
31-D

ec-10
209

C
entre

M
onterey

Innofi
+7

194
2

01-N
ov-08

31-O
ct-14

31-O
ct-17

78
C

entre
M

onterey
R

isk
&

R
einsurance

Solutions
SA

+3
signing

underprocess
410

6
01-D

ec-08
173

C
entre

M
onterey

to
be

confirm
ed

+4
option

given
to

potentialtenant
410

148
C

entre
M

onterey
P

arking
Louvigny

15
30-Jun-04

30-N
ov-08

30-N
ov-08

49
H

esperange
IB

M
B

elgium
+1/0/-1

2,080
157

119
01-Jun-05

31-M
ay-09

31-M
ay-14

910
R

es.M
onterey

Tiili
+5/6

164
01-Sep-95

30-N
ov-08

36
R

es.M
onterey

Landsbanki
+4

105
20-Aug-08

28-Feb-09
28-Feb-09

36
R

es.M
onterey

N
atexis

+3
105

23-Feb-05
30-N

ov-08
23-Apr-05

33
R

es.M
onterey

2nd
floor

+2
underrenovation

w
ork

105
36

R
es.M

onterey
1stfloor

+1
m

arketing
underprocess

99
36

R
es.M

onterey
Arizona

Bar
0

455
15-Jan-95

14-Jan-19
14-Jan-19

66
R

es.M
onterey

D
ivers

parking
space

lessees
m

arketing
underprocess

1
4

R
es.M

onterey
P

arking
O

ostvogels
&

P
fitzer

2
01-D

ec-05
30-N

ov-08
30-N

ov-08
7

R
oyalArsenal

Fam
ilym

inistry
ofLuxem

bourg
+6/+5/+4/+3/0

new
lease

starts
01/01/2009

3,337
340

35
01-Sep-93

31-D
ec-11

31-D
ec-19

1,296
R

oyalArsenal
D

ivers
parking

space
lessees

41
30-N

ov-08
138

R
oyalArsenal

Vacant
R

eserved
forIm

m
o-C

roissance
3

M
arcelThiry

N
ovus

+4
684

25
13

7
10-M

ar-04
09-M

ar-10
09-M

ar-13
108

M
arcelThiry

K
ellen

E
urope

+3
679

11
7

01-Jan-06
31-D

ec-08
31-D

ec-08
109

M
arcelThiry

Lane
C

lark
&

P
eacock

B
elgium

+2
438

7
5

01-Jan-05
31-D

ec-08
31-D

ec-08
70

M
arcelThiry

E
ssensys

+2
242

4
2

01-Jan-05
31-D

ec-08
31-D

ec-08
39

M
arcelThiry

E
rnstand

Young
41

13
01-Jul-07

31-D
ec-08

31-D
ec-08

87
M

arcelThiry
Vacant

2,618
106

1
9

E
dison

C
om

pagnie
de

Banque
P

rivée
3/4

2,211
35

76
15

01-Apr-07
31-M

ar-10
31-M

ar-10
678

E
dison

Young
E

nergy
Prize

1.0
691

30
5

01-Apr-07
31-M

ar-10
31-M

ar-10
270

E
dison

P
KF

W
eber&

B
ontem

ps
2/3

1,446
91

30
20

60
01-O

ct-07
30-Sep-10

30-S
ep-13

538
E

dison
G

arantiBankasi
744

2
18

01-M
ar-08

28-Feb-13
28-Feb-13

229
E

dison
D

ZI
2,029

60
9

01-N
ov-07

31-O
ct-12

31-O
ct-12

679
E

dison
Vacant

74
9

G
utenberg

D
exia

-B
IL

0/-1/-2
1087

125
6

01-N
ov-02

31-O
ct-08

31-O
ct-08

1,580
G

utenberg
M

inistry
deptofLuxem

bourg
+1

to
+4

&
-1

to
-4

3,284
650

60
12

01-Sep-03
31-D

ec-12
31-D

ec-12
1,119

G
utenberg

Form
ercafeteria

-
underrenovation

until31/12/08
250

69
G

utenberg
Form

errestaurant
-

underrenovation
until31/12/09

450
124

G
utenberg

D
ivers

parking
space

lessees
4

28-D
ec-06

4
G

utenberg
R

BC
100

01-N
ov-08

30-Jun-09
192

G
utenberg

form
erkitchen

-1/-2
dism

antling
underprogress

G
utenberg

Vacant
one

parking
space

reserved
forIC

3
Villa

C
hurchill

W
estLB

-1/0/1/2
667

248
8

08-Aug-06
07-Aug-11

07-Aug-11
259

Parking
space

Lease
contract

Sqm

S
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O
verview

ofthe
appraised

values
and

P
w

C
valuation

update

30

1
Nov

08

N°
€
in
thousands

Gross
Property

Size
(sqm

)
/Parking

Property
Type

/Status
Leasing

Status
Appraised
value

Appraised
value
netof
charges

Updated
net

value
perform

ed
by
Pw

C
(*)

1
AR

S
E

N
AL

-B
oulevard

R
oyal14a

-Avenue
E

m
ile

R
euter6

-Luxem
bourg

7,657
/55

O
ffice

under
construction

N
/A

40,470
36,790

33,900

2
R

O
YAL

AR
S

E
N

AL
-Avenue

E
m

ile
R

euter
12-14

-Luxem
bourg

3,677
/42

M
ixed-use

office/res.
B

uilt1992
Fully

letthrough
2013

to
localgov.

22,820
20,740

19,690

3
C

E
N

TR
E

M
O

N
TE

R
E

Y
-Avenue

M
onterey

23
-Luxem

bourg
1,920

/22
O

ffice
B

uilt1969

Fully
letto

S
G

G
through

year-end
'08,(autom

atice
renew

alevery
three

years).
8,900

8,090
7,710

4
IB

M
-R

ue
de

la
M

ontagne
-C

einture
um

S
chlass

1
-H

espérange
2,237

/119
O

ffice
B

uilt1990
Fully

letto
IB

M
through

2014
10,250

9,580
9,210

5
R

E
S

ID
E

N
C

E
M

O
N

TE
R

E
Y

-Avenue
M

onterey
22

-Luxem
bourg

1,166
/3

M
ixed-use

com
m

ercial/res.

Fully
letcom

m
ercialportion

to
Arizona

barthrough
2014,res.

portions
on

1-yearleases.
2,600

2,370
2,260

6
M

AR
C

E
L

TH
IR

Y
C

O
U

R
T

-B
âtim

entD
:

W
oluw

é-S
aint-Lam

bert
4,792

/120
O

ffice
B

uilt1989-1990
M

uti-tenant,44%
letw

ith
m

ajority
of

leases
expiring

in
'08.

5,380
4,780

4,405

7
E

D
IS

O
N

-R
ue

E
dison

7
-S

trassen
7,121

/378
2-office

buildings
M

uti-tenant,fully
letw

ith
leases

expiring
2009-2013.

38,190
35,700

34,240

8
G

U
TE

N
B

E
R

G
-R

ue
des

P
rim

eurs
3

-
Luxem

bourg
6,620

/219
O

ffice
M

uti-tenant,fully
letw

ith
leases

expiring
2009-2012.

27,510
25,710

24,630

9
VILLA

C
H

U
R

C
H

ILL
-P

lace
C

hurchill7-9
-

Luxem
bourg

915
/8

O
ffice

Fully
letto

W
estLB

through
2011

4,790
4,470

4,256

Total
160,910

148,230
140,301

(*)P
w

C
bum

ped
the

yield
rates

25
basis

points
on

a
property-by-property

basis
to

reflectthe
softening

realestate
m

arketthrough
the

4th
Q

uarter2008.

S
ource:M

anagem
entinform

ation

14
Apr08

S
ection

3.4.1
-Im

m
o

C
roissance



D
raft

P
rojectE

arth
•V

endorD
ue

D
iligence

–
P

urchaserreport

O
verview

ofthe
currentoffers

on
Im

m
o

C
roissance

31

O
fferDEXIA

B
AN
K
BELG

IUM
D

ate
ofthe

offer:21
O

ctober2008

Term
s

&
C

onditions
ofthe

offer:

•
D

EX
IA

offers
to

take
over100%

ofthe
shares

ofIm
m

oC
roissance

fully
held

atthe
date

ofthe
offerby

SKLux

•
The

proposed
acquisition

price
forthe

shares
am

ounts
EU

R
28

M
io

•
D

EX
IA

offers
to

take
overthe

existing
loan

ofKaupthing
ofEU

R
122

M
io

atcurrentloan
m

aturity
31stO

ctober2008

•
Based

on
existing

Interbanking
relationship,Kaupthing

as
current

accounts
payable

in
favourto

D
EX

IA
foran

am
ountofEU

R
101

M
io

•
Thus,the

proposed
paym

entto
Kaupthing

is
the

follow
ing:

–
Paym

entof€122m
(Loan

Im
m

ocroissance)Less
€101m

(Interbanking
payables)=

€21m

–
Paym

entof€28m
(100%

acquisition
ofthe

shares)

O
fferAERIUM

Finance
Ltd

D
ate

ofthe
offer:24

O
ctober2008

Term
s

&
C

onditions
ofthe

offer:

•
AER

IU
M

offers
to

take
over100%

ofthe
shares

ofIm
m

oC
roissance

fully
held

atthe
date

ofthe
offerby

SKLux

•
The

proposed
acquisition

price
forthe

shares
am

ounts
€0.1m

•
Pay-offthe

currentloan
from

Kaupthing
(i.e.€122m

)w
ith

a
cash

paym
entof€82m

.

O
fferRCapital

D
ate

ofthe
offer:21

N
ovem

ber2008

Term
s
&
Conditions

ofthe
offer:

•
R

C
apitaloffers

to
take

over100%
ofthe

shares
ofIm

m
oC

roissance
partially

held
atthe

date
ofthe

offerby
SKLux

and
Kaupthing

Bank
hf

•
The

proposed
acquisition

price
forthe

shares
is

the
follow

ing:

–
€1m

to
be

paid
in

January
2009

and
€1,5m

to
be

paid
in

January
2010

forthe
shares

held
by

S
KLux

–
€1,-forthe

shares
held

by
Kaupthing.

•
Earn-outKaupthing:Kaupthing

shallbe
granted

an
earn-outequalto

1.5%
ofthe

portfolio
value

as
peran

independentvaluation
atthe

end
of

2009
subjectto

thatsuch
value

is
higherthan

the
reported

actualvalues
as

perApril2008
valuation,on

a
like-for-like

basis.Earn-out,as
applicable,shallbe

due
forpaym

entatthe
end

ofJune
2010.

•
C

orporate
G

uarantee:R
C

apitalw
illprovide

a
duly

executed
corporate

guarantee,securing
a

contribution
in

kind
ofup

to
€50m

in
netasset

value.P
w

C
oranotherfirststanding

advisorw
illbe

m
andated

to
m

anage
the

contribution
in

kind
forR

C
apital.

•
Loan

Assum
ptions:The

offeris
conditionalupon

receiving
an

extension
on

the
current€122m

loan
from

Kaupthing
and

thatD
exia

accepts
to

rem
ain

in
the

transaction
atunchanged

term
s

untilcontractualm
aturity.

Kaupthing's
loans

are
expected

to
be

extended
w

ith
a

3
m

onths
period

including
a

9
m

onths
extension

option
rightcarrying

an
interestof4%

to
be

accrued
and

paid
atfinalm

aturity.Itis
furtherm

ore
expected

thatifR
C

apitalw
ould

achieve
a

repaym
enton

the
Kaupthing

loans
ofm

in.€50m
before

30
Septem

ber2009,thatKaupthing
w

illagree
to

extending
the

rem
aining

approx.€72m
until30

Septem
ber2010

carrying
an

interestof
5%

to
be

accrued
and

paid
atfinalm

aturity.
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B
ased

on
currentvaluation

no
im

pairm
enton

loan
is

required
butan

im
pairm

enton
equity

value
am

ountto
€8m

33

Address:
Avenue

J.F.Kennedy,35A

Kirchberg

L-1855
Luxem

bourg

Location:
“A”

prem
ises

are
located

on
the

m
ain

avenue
of

the
Kirchberg

(business
and

European
district.W

ell-served
by

public
transports

and
services.

“B”
prem

ises
are

located
on

the
parallelstreet

to
the

m
ain

avenue
of

the
Kirchberg.

Specification:
•

The
buildings

benefitfrom
excellentvisibility.The

m
otorw

ay
com

ing
from

G
erm

any,
France

and
Belgium

is
less

than
5

m
inutes

aw
ay.

The
property

w
as

builtin
Sept2005.

Configuration:
The

property
is

divided
in

4
m

ain
prem

ises
called:

Rentable
areas

Property
O
ffice

retail
Storage

Parking
units

ALLEG
R

O
A1

5,177
292

139
89

ALLEG
R

O
A2

5,427
262

271
84

ALLEG
R

O
B1

4,045
0

181
55

ALLEG
R

O
B2

4,279
388

59
Total

18,928
554

979
287

Source:M
anagem

entinform
ation

KayTw
o
B
alance

sheetas
at30

Sep
08

30
Sep

08
€
in
m
illions

Actual

Investm
entproperties

(*)
132.0

O
therassets

4.2
C

ash
3.1

Assets
139.3

Long
term

debt
(126.7)

S
hortterm

debt
(3.4)

Liabilities
(130.1)

Netassetvalue
9.2

(*)based
on

Pw
C

appraisal

S
ource:M

anagem
entinform

ation

The
N

etA
ssetvalue

of€9.2m
should

be
com

pared
w

ith
the

carrying
value

ofthis
C

om
pany

in
the

B
ank’s

accountof€15m
,therefore

itshould
result

in
a

potentialim
pairm

entofthe
value

ifthis
participation

of€5.8m
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Loan
A

greem
ents:Term

s
&

C
onditions

34

I.InterestFree
&
Subordinated

Loan
Agreem

ent(“The
Junior

Loan”)
•
Parties:

–
Lender:Kaupthing

Bank
Luxem

bourg
S.A.

–
Borrow

er:Kaytw
o

S.à.r.l.

Agreem
entDate:D

ated
10

April2008

PrincipalAm
ount:€10.5m

O
utstanding

Am
ount:as

per20
N

ovem
ber2008.

Loan
M
aturity

Date:30
days

afterFinalM
aturity

ofthe
“Senior

Loan”

Applicable
InterestRate:Free

ofinterest

Repaym
ent:N

o
repaym

ent(only
upon

an
EventD

efault)

II.SeniorLoan
Agreem

ent(“The
SeniorLoan”)

Parties:
•

Lender:State
and

Savingsbank
Luxem

bourg
(BC

EE)and
LR

ILandesbank
R

heinland-Pfalz

•
Borrow

er:Kaytw
o

S.àr.l.

Agreem
entDate:D

ated
10

April2008

PrincipalAm
ount:€115m

,each
ofthe

Lenders
participates

on
an

equalbasis
of

50%

O
utstanding

Am
ount(as

per20
N

ovem
ber2008):

Loan
M
aturity

Date:5
years

Applicable
Refinancing

InterestRate:
•

Tranche
1:€103.5m

ata
fixed

interestrate
for5

years
(currently

at4.2%
)

•
Tranche

2:€11.5m
ata

floating
Euriborrate

(3,6
or12M

)(currently
at4.7%

)

Applicable
M
argin:

The
applicable

m
argin

on
the

fixed
as

w
ellas

the
floating

interestrate
is

fixed
at

0.90%
p.a.

Repaym
ent:bulletrepaym

entatm
aturity,w

ith
€1.38m

repaym
enton

Tranche
1

for5
years.

Covenants:LTV
ratio

and
D

SC
R

ratio.The
covenantlevels

are.

•
April2009:83%

LTV
/110%

D
SC

R

•
April2010:81%

LTV
/115%

D
SC

R

•
April2011:79%

LTV
/120%

D
SC

R

•
April2012:77%

LTV
/120%

D
SC

R
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A
dditionalG

uarantees
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I.InterestCoverG
uarantee

Parties:
•

G
uarantee

Provider:Kaupthing
Bank

Luxem
bourg

S.A.

•
G

uarantee
Beneficiaries:

–
State

and
Savingsbank

Luxem
bourg

(BC
EE)

–
LR

P
Landesbank

R
heinland-Pfalz

Agreem
entDate:D

ated
10

April2008

G
uarantee

Am
ount:€6.9m

Condition:The
G

uarantee
Providerirrevocably

and
unconditionally

undertakes
to

pay
to

the
Beneficiaries,ifKaytw

o
has

failed
to

pay
the

“interests”,any
am

ountofunpaid
interests

notexceeding
the

G
uarantee

Am
ount.

II.Repaym
entCoverG

uarantee

Parties:
•

G
uarantee

Provider:Kaupthing
Bank

Luxem
bourg

S.A.

•
G

uarantee
Beneficiaries:

–
State

and
Savingsbank

Luxem
bourg

(BC
EE)

–
LR

P
Landesbank

R
heinland-Pfalz

Agreem
entDate:D

ated
10

April2008

G
uarantee

Am
ount:€6.9m

Condition:The
G

uarantee
Providerirrevocably

and
unconditionally

undertakes
to

pay
to

the
Beneficiaries,ifKaytw

o
has

failed
to

pay
the

“repaym
entinstallm

ents”,any
am

ountofunpaid
interests

notexceeding
the

G
uarantee

Am
ount.
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O
verview

ofthe
currenttenancy

schedule

36

D
etailofthe

occupancy
ofK

aupthing
B
ank

in
the

K
2
buildings

€
in
thousands

TotalRent
%
on
total

Rentportion
O
ccupied

areas

O
ffices

Allegro
1

1,873
62%

1,188
O

ffices
(0,+3,+4,+5)

Allegro
2

1,921
0%

-
-

Balade
1

1,525
13%

187
O

ffices
(garden)

Balade
2

1,565
20%

291
O

ffices
(+1)

Sub-total
6,884

1,666
Percentage

ofthe
totalrent:

24%

Parking
and

Archives
910

27%
246

Parking
and

Archives
TO
TAL

7,794
1,912

Source:M
anagem

entinform
ation

PartofKaupthing
as
tenantin

the
K2

incom
e

Rentincom
e
by
buildings

Prem
ises

Tenant
O
ccupancy/

NetIncom
e

€
in
thousands

Allegro
1

C
ourde

Justice
37%

685
K

aupthing
B

ank
63%

1,188
Sub-total

1,873

Allegro
2

Linklaters
80%

1,544
C

ourde
Justice

20%
377

Sub-total
1,921

B
alade

1
C

orpus
Sireo

35%
541

FW
U

A.G
.

52%
798

K
aupthing

B
ank

12%
187

Sub-total
1,525

B
alade

2
C

inven
S

àrl
10%

163
M

errillLynch
27%

418
H

S
H

21%
325

Linklaters
24%

368
K

aupthing
B

ank
19%

291
Sub-total

1,565

Total
6,884

Source:M
anagem

entinform
ation
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D
C

F
D

esktop
V

aluation
ofthe

assetas
per20.11.2008

37

Totalcurrentinitialnetincom
e

6,884
D

iscountrate
(forD

C
F

valuation)
6.00%

C
apitalisation

Yield
(forD

C
F

valuation)
6.00%

Pw
C
Valuation

estim
ation

as
per20.11.2008

132,227

Valuation
m
ethodology

&
assum

ptions

•
The

used
m

ethodology
belongs

to
the

incom
e

approach,
w

hich
is

the
correctvaluation

approach
for

incom
e

producing
properties

and
com

ply
w

ith
established

practice.

•
W

e
have

used
the

net
incom

e
produced

by
the

asset
based

on
the

currentlease
agreem

ent.For
2009,w

e
m

ade
the

assum
ptions

that
the

areas
currently

rented
to

K
aupthing

Bank
w

illbe
vacantfora

period
of6

m
onths

and
then

re-letatm
arketconditions.

•
The

yield
depend

on
the

quality
of

the
building,

its
age,

the
rem

aining
m

aturity
of

the
lease

contracts,
its

location
and

the
dem

and
for

such
investm

ents
at

present.
According

to
our

m
arket

research
and

our
experience

the
yields

used
forthe

capitalisation
ofthe

netincom
e

on
the

property
should

be
around

6%
.
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O
verview

ofdebtcovenants
on

the
S

eniorLoan

38

Rentalcash
flow

€
in
thousands

2007
2008

2009
2010

2011
2012

2013
2014

Loan
outstanding

Senior
115,000

113,620
112,240

110,860
109,480

108,100
106,720

105,570
Loan

outstanding
Sub

10,500
10,500

10,500
10,500

10,500
10,500

10,500
10,500

Loan
outstanding

total
125,500

124,120
122,740

121,360
119,980

118,600
117,220

116,070

Totalrentalincom
e

-
5,218

7,022
7,162

7,306
7,452

7,601
7,753

Vacancy
deduction

(2%
ofrentalincom

e)
-

(104)
(140)

(143)
(146)

(149)
(152)

(155)
O

perating
expenses

(4%
ofrentalincom

e)
-

(209)
(281)

(286)
(292)

(298)
(304)

(310)
C

ash
Interest(seniorloan)

-
(5,887)

(5,816)
(5,745)

(5,674)
(5,603)

(5,532)
(5,466)

R
epaym

entLoan
-

(1,380)
(1,380)

(1,380)
(1,380)

(1,380)
(1,380)

(1,150)
Estim

ation
ofnetresults

(2,124)
(2,362)

(595)
(392)

(186)
22

233
671

N
etequityofK2

7,437
5,075

4,480
4,088

3,901
3,924

4,157
4,828

In
K
Lux

books
(+€8.5m

)
15,935

13,573
12,977

12,585
12,399

12,421
12,654

13,325

C
ovenants

C
heck:

SeniorLTV
84.9%

83.8%
82.8%

81.8%
CovenantLevel

83.0%
81.0%

79.0%
77.0%

Covenant
Breach

Breach
Breach

Breach
DSCR

98%
101%

104%
107%

DSCR
Covenant

110%
115%

120%
120%

Covenant
Breach

Breach
Breach

Breach

Source:M
anagem

entinform
ation

Based
on

the
currentrentalsituation,there

is
a

potentialrisk
ofbreach

ofapplicable
covenants

to
be

tested
in

April2009
thatm

ay
lead

to
an

eventofdefaultofthe
SeniorLoan.
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B
ank’s

ow
n

portfolio

40

B
ank's

ow
n
portfolio

as
at20

O
ctoberand

20
N
ovem

ber2008
(U
naudited

figures)

€
in
m
illions

Reported
Netting

BS
netted

Adjs.
FairValue

Reported
Netting

BS
netted

Adjs.
FairValue

Issued
by
public

bodies
0.1

0.1
-

0.1
35.2

35.2
-

35.2

Value
adj.on

the
portfolio

(11.0)
(11.0)

-
(11.0)

-
(23.4)

(23.4)
-

(23.4)
R

epo
w

ith
K

S
F

-
(5.4)

(5.4)
-

(5.4)
-

(5.6)
(5.6)

-
(5.6)

H
S

H
repo

-
(3.5)

(3.5)
-

(3.5)
-

(3.5)
(3.5)

-
(3.5)

B
onds

issued
by

creditinstitutions
90.0

-
90.0

(11.8)
78.2

158.1
766.9

925.0
(4.2)

920.8
O

ther
54.2

-
54.2

-
54.2

-
-

-
-

-
Issued

by
otherborrow

ers
144.2

(19.9)
124.3

(11.8)
112.5

158.1
734.4

892.5
(4.2)

888.3

Debtsecurities
and

otherfixed
incom

e
securities

144.3
(19.9)

124.4
(11.8)

112.6
193.3

734.4
927.7

(4.2)
923.5

R
epo

custom
ersecurities

-
(9.0)

(9.0)
-

(9.0)
-

-
-

-
-

O
ther

28.2
(6.0)

22.2
(2.4)

19.8
14.3

(3.5)
10.8

(2.1)
8.7

Shares
and

othervariable-yield
securities

28.2
(15.0)

13.2
(2.4)

10.8
14.3

(3.5)
10.8

(2.1)
8.7

Total
172.5

(34.9)
137.6

(14.2)
123.4

207.6
730.9

938.5
(6.3)

932.2
S

ource:Trialbalances,M
anagem

entinform
ation

and
P

w
C

analysis

20
O
ct2008

20
Nov

2008

Bonds
Reported

balance
sheets

as
at20

Nov
08

•
As

at20
N

ovem
berthe

increase
in

debtsecurities
by

€49m
m

ainly
referto:

–
€35m

purchasing
offourbonds

ofw
hich

€33m
ofIcelandic

G
overnm

entbonds;

–
€13m

referto
settlem

entofthe
interm

ediary
portfolio.

Netting
as
at20

Nov
08

•
€766.9m

represents
the

M
arketValue

ofsecurities
in

repo
w

ith
BC

L
w

hich
are

netted
againstthe

receivables
ofthe

Kaupthing
Bank

hf.

•
€23.4m

refers
to

the
value

adjustm
entalready

booked
in

the
liabilities.

Adjustm
ents

as
at20

Nov
08

•
The

reduction
in

ouradjustm
entby

€7.6m
is

due
to

the
factthatthe

Bank
prudentially

reduced
the

value
ofits

portfolio.

Shares
Reported

balance
sheets

as
at20

Nov
08

•
The

reduction
in

share
by

€13.9m
is

due
to:(i)the

settlem
entof

interm
ediary

portfolio
and

(ii)the
sale

oftw
o

differentcom
pany

shares.

Netting
as
at20

Nov
08

•
The

reduction
ofnetting

is
driven

by
the

decrease
in

portfolio
already

carried
outby

the
Bank.

S
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R
epurchase

A
greem

ents
w

ith
B

C
L

42

•
K

aupthing
B

ank
hfand

K
aupthing

Bank
Luxem

bourg
S

.A
.entered

into
“R

epurchase
agreem

ent”.The
Luxem

bourg
entity

received
a

collateral
valued

at€766.9m
as

perLuxem
bourg

C
entralB

ank’s
valuation

as
of17

N
ovem

ber2008.The
loan

granted
to

K
aupthing

B
ank

hfequal€767.7m
.

W
e

understand
thatthis

operation
should

be
considered

as
a

collateralized
m

oney
m

arketloan
and

notas
repo

follow
ing

the
G

lobal
M

asterR
epurchase

A
greem

entw
ith

K
aupthing

B
ank

hf.

•
K

aupthing
B

ank
Luxem

bourg
S

.A
.entered

into
a

repurchase
agreem

ent
w

ith
the

B
C

L.The
bonds

given
to

B
C

L
am

ounts
to
€828.4m

according
to

the
valuation

perform
ed

by
the

Luxem
bourg

C
entralBank

com
posed

of
bonds

received
from

K
aupthing

B
ank

hf(€766.9m
)and

bonds
included

in
the

B
ank’s

ow
n

portfolio
am

ounting
to
€61.5m

.As
a

consequence,the
Luxem

bourg
entity

has
received

cash
foran

am
ountof€807.3m

.

•
K

aupthing
B

ank
Luxem

bourg
transferred

cash
received

from
B

C
L

foran
am

ountof€767.7m
to

its
ParentC

om
pany

(included
in

“loan
to

K
aupthing

B
ank

hf”in
the

balance
sheet”).

•
Intereston

bonds
included

in
the

repurchase
agreem

entin
BC

L
are

paid
to

K
aupthing

Bank
Luxem

bourg
S

.A
..The

partofinterestdue
on

bonds
ow

ned
by

K
aupthing

B
ank

hfare
paid

by
K

aupthing
B

ank
Luxem

bourg
S

.A
.to

Kaupthing
B

ank
hf.

•
M

anagem
entinform

ed
us

thatin
case

ofincrease/decrease
in

the
value

ofthe
bonds

ow
ned

by
K

aupthing
Bank

hf(Iceland),as
legalow

nerof
these

securities,K
aupthing

Bank
hfw

illkeep
the

related
risks

(orm
argin

call)and
rew

ards
on

these
assets.Italso

inform
ed

us
thatitintends

to
seize

the
bonds

to
netoffthe

exposure
on

K
aupthing

Bank
hf.

•
C

onsidering
thatKaupthing

B
ank

hfis
in

defaultofpaym
entand

based
on

the
assum

ption
thatthe

cash
flow

s
w

ith
K

aupthing
Bank

hfare
frozen,

the
unw

inding
ofthe

R
E

P
O

w
ith

the
M

otherC
om

pany
has

a
positive

im
pacton

the
netequity

ofthe
B

ank
of€5.3m

.

Kaupthing
Bank

Luxem
bourg

S.A

Kaupthing
Bank

hf
(Iceland)

B
C

L

C
ash

€807.3m

Interest
payables
€5.1m

C
oupon

payables
on

bonds
€10.9m

C
ash

€767.7m

Interest
receivables
€4.9m

B
onds:

€816.6m
(N

om
inalV

alue);
€766.9m

(M
arketV

alue);

•
K

aupthing
B

ank
hfis

in
defaultofpaym

ent,the
follow

ing
assum

ptions
have

been
considered

:

–
The

bonds
received

from
the

M
otherC

om
pany

have
been

boughtby
K

aupthing
B

ank
Luxem

bourg
and

are
therefore

recorded
in

its
ow

n
portfolio

(fora
totalam

ountof€766.9m
);

–
The

coupons
on

bonds,payable
to

the
P

arentC
om

pany,are
keptin

the
K

aupthing
B

ank
Luxem

bourg
records

(am
ountof€10.9m

);

–
The

loan
granted

to
Kaupthing

bank
hfhas

been
w

ritten-offfora
total

am
ountof€767.7m

;and

–
The

interests
payable,initially

paid
by

K
aupthing

Bank
hf,have

been
considered

as
a

charge
forthe

bank
(€5.1m

)

S
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€241.2m
guarantees

have
been

called
up

butnotpaid
yetby

the
parentcom

pany

44

R
efers

to
the

am
ountthatshould

be
paid

by
the

parentcom
pany

(ofw
hich

€119.3m
as

at20
O

ct08
and

€121.9m
as

at31
O

ct
08

w
hich

relates
to

Im
m

o
C

roissance)
considering

the
netexposure

for€281m
and

the
am

ounts
already

received
from

the
P

arentcom
pany.

€47.5m
outof€395.9m

have
already

been
paid

by
the

P
arentC

om
pany.

Based
on

the
letters

ofguarantee
signed

w
ith

the
Parentcom

pany,Kaupthing
Bank

hfis
guarantying

the
default

ofpaym
entof9

specific
clients

ofKaupthing
Bank

Luxem
bourg

fora
m

axim
um

am
ountof€865m

.

G
uarantees

with
the

parentcom
panyat20

O
ctober2008

€
in
m
illions

Am
ount

M
aturity
date

Am
ount

Calldate
Net

exposure

Am
ountreceived

from
the

parent
com

pany

Am
ount

called
still

receivable

Netreceivable
from

the
parent

com
pany

Everest
40.0

31/10/2008
40.0

06/10/2008
61.4

-
40.0

40.0
H

ollyBeach
S.A.

120.0
31/01/2009

83.5
13/10/2008

72.0
17.7

65.8
54.3

Im
m

ocroissance
125.0

31/10/2008
121.9

31/10/2008
(*)

121.9
-

121.9
121.9

Kaupthing
C

apitalPartrner
45.0

30/11/2008
45.0

16/10/2008
-

-
45.0

-
Kom

iInvest
40.0

31/10/2008
36.7

06/10/2008
25.0

-
36.7

25.0
Total

370.0
327.0

280.3
17.7

309.4
241.2

(*)Ithas
been

called
as

at31
O

ct08
Source:M

anagem
entinform

ation
and

Pw
C

analysis

Guarantees
Called

guarantees

S
ection

4
-G

uarantees
received

from
K

aupthing
B
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hf
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The
assets

identified
as

potentialcom
pensation

forguarantee
am

ountin
a

range
of

€106.7m
to
€165.4m

45

Seized
Assets

n°
€
in
m
illions

High
Low

Avg.
High

Low
Cash

High
Low

Cash
1

Loan
P

ortfolio
A

(pledged
assets)

70.0
40.0

55.0
26.0

26.0
-

24.8
20.1

-
2

AB
S

/C
D

O
bonds

15.0
15.0

15.0
65.0

65.0
7.3

71.5
21.5

9.0
3

K
C

P
40%

participation
ofK

aupthing
B

ank
hf

40.0
30.0

35.0
30.0

-
-

39.5
39.5

-
4

G
irC

apitalInvestm
ent

10.0
10.0

10.0
6.5

5.5
-

4.4
4.4

-
5

K
-Invest

(R
ealestate

com
pany)

4.0
4.0

4.0
4.0

4.0
-

4.0
n.q.

-
6

Alpha
M

anagem
entC

om
pany

S
A

-
-

-
21.0

21.0
21.0

21.2
21.2

21.2
7

M
anagem

entC
om

panies
-

-
-

12.6
-

7.6
-

-
-

Total
139.0

99.0
119.0

165.1
121.5

35.9
165.4

106.7
30.2

Source:M
anagem

entinform
ation

and
Pw

C
analysis

Receivership
Com

m
ittee

Est.
Kaupthing

Lux
Est.

Pw
C
Est.

B
efore

the
9

ofO
ctoberthe

B
ank

has
called-up

guarantees
againstthe

ParentC
om

pany
for€119m

on
certain

Lom
bard

loans
w

hich
w

ere
in

defaultand
forw

hich
the

Parent
C

om
pany

provided
a

guarantee
to

the
Bank.

These
guarantees

are
borne

by
the

“B
ad

bank”and
the

m
odalities

underw
hich

the
B

ad
Bank

w
illsettle

these,are
currently

underdiscussion
and

could
potentially

be
m

ade
through

the
seizure

ofsom
e

assets
belonging

to
the

P
arentC

om
pany

butlocated
in

the
G

rand-D
uchy.

•
Loan

Portfolio
A

:refers
to

a
portfolio

ofshares
for€197.4m

belonging
to

M
rK

S
.

A
s

at21
N

ovem
ber2008,the

m
arketvalue

oflisted
shares

am
ountto

€23.6m
w

hile
forthe

un-listed
securities,the

B
ank

received
an

offerfor€4.7m
from

M
ercatotrustdated

4
N

ovem
ber.W

e
have

notbeen
provided

by
M

anagem
entw

ith
an

updated
bid.

•
ABS/CD

O
bonds:this

portfolio
is

com
posed

by
€829.5m

ofbonds
atnom

inal
value

and
€9m

in
cash

and
its

m
ainly

ow
ned

by
a

com
pany

called
B

lacksunshine.
The

B
ank

received
tw

o
bids

on
certain

securities
ofthis

portfolio,by
D

eutsche
B

ank
(€71.5m

)and
M

organ
S

tanley
(€21.5m

)as
at19

N
ovem

berand
4

N
ovem

berrespectively.W
e

have
notbeen

provided
by

M
anagem

entw
ith

an
updated

bids.

•
KCPIIFund

:consists
offourfeeders

and
one

M
asterFund

w
hich

ow
ns

5
com

panies
w

ith
a

N
A

V
as

at30
Jun

08
for

€39.5m
.

•
G
irCapitalInvestm

entis
a

C
aym

an
registered

fund
listed

in
the

Luxem
bourg

stock
exchange

and
the

lastavailable
N

A
V

as
at31.10.2008

am
ounted

to
IS

K
1.136m

(or€4.4m
).

•
K-InvestHolding:is

a
U

K
realestate

com
pany

w
hich

ow
ns

a
flatin

London
that

w
as

acquired
in

D
ecem

ber2007
forG

B
P

4.6m
.C

onsidering
the

U
K

realestate
m

arkettrend
the

latestestim
ates

on
the

aforem
entioned

flatare
approxim

ately
€4m

.

•
Alpha

M
anagem

entCom
pany

SA
:m

anages
3

funds
(A

ska,K
atla

and
K

rafla)
w

hich
have

cash
depositw

ith
the

B
ank

am
ounting

to
€21.2m

•
M
anagem

entCom
panies:are

represented
by

K
aupthing

Advisory
C

om
pany

S
.A

.
and

Kaupthing
M

anagem
entC

om
pany

S
.A

.W
e

highlightthatthe
portfolio

ow
ned

by
K

aupthing
A

dvisory
C

om
pany

S
.A

.(K
A

C
)w

hich
am

ounted
to
€12.6m

has
been

sold
by

the
P

arentC
om

pany
and

settled
into

its
ow

n
accounts,therefore

the
B

ank
w

illnotseized
these

assets
anym

ore.

•
Forfurtherdetails

on
the

aforem
entioned

assets,please
referoverleaf.

S
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4
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Loan
portfolio

A

46

Portfolio
A

€
in
m
illions

Q
uantity

Shares'nam
e

Currency
listed

notlisted
Avg

Cost
Price

31-10

Valuation
M
arketPrice
21
Nov

08
Bank

valuation

200069
4,616,500

K
irkland

Lake
G

old
C

A
D

listed
8.4622

4.35
9.3

7.9
200069

9,215,000
B

elvedere
R

esources
C

A
D

listed
1.1442

0.18
0.7

0.6
200069

518,500
K

irkland
Lake

G
old

G
B

P
listed

3.1522
2.175

1.0
0.9

100977
14,585,720

M
ulberry

G
roup

plc
G

B
P

listed
1.3673

0.79
12.2

10.4
200069

50,000
B

razauro
R

es
W

ts
C

A
D

listed
2.25

0.1
0.1

200069
403,500

S
uroco

E
nergy

Inc
C

A
D

listed
0.44

0.18
0.0

0.0
200069

160,000
B

lock
S

hield
C

orp
G

B
P

listed
1.2822

0.07
0.0

0.0
200069

75,000
Libertas

C
apitalG

rp
G

B
P

listed
0.2

0.075
0.0

0.0
101989

15,000
M

ercatorG
old

P
LC

G
B

P
listed

0.61
0.0325

0.0
-

200069
200,000

R
am

blerM
etals

&
M

in
G

B
P

listed
0.3846

0.0875
0.0

0.0
100977

675,000
R

am
blerM

etals
&

M
in

G
B

P
listed

0.6137
0.0875

0.1
0.1

200069
1,000,000

Tatonka
O

il&
G

as
U

S
D

listed
0.5

0.03
0.0

0.0
200069

500,000
Indian

Film
C

o
Ltd

G
B

P
listed

1.005
0.26

0.1
0.1

Listed
shares

23.6
20.1

100977
30,000

M
ezzanine

G
roup

G
B

P
D

elisted
100

100
3.8

100977
9,500

A
llS

aints
R

etail
G

B
P

P
rivate

com
pany

1,971.98
4,210.53

50.9
100977

101,108,396
B

augurG
roup

hf
IS

K
P

rivate
com

pany
45.5

54.4
27.5

100977
685

Fusion
R

ealE
state

U
S

D
P

rivate
com

pany
13,059

52,297.02
28.0

100977
18,000,000

H
ighland

G
roup

H
ldgs

G
B

P
P

rivate
com

pany
1

2.25
51.6

100977
316,671,731

B
Y

R
S

parisjodur
IS

K
unlisted

3.5331
2.912085

4.6
200069

7,500
LXB

D
evelopm

ents
G

B
P

unlisted
0.01

0.01
0.0

200069
499,900

LXB
D

evelopm
ents-P

fd
G

B
P

unlisted
1

1
0.6

200069
1,630,000

P
ublic

H
ouse

C
ollect

G
B

P
unlisted

1
1

2.1
Sub-total

169.2
100977

5,000,000
C

reativeE
ducationC

o
G

B
P

D
elisted

0.05
0.001

0.0
200069

20,000,000
C

reativeE
ducationC

o
G

B
P

D
elisted

0.055
0.001

0.0
100977

29,479,000
K

aupthing
B

ank
hf

IS
K

D
elisted

760.4313
0

0.0
200069

100,000
K

aupthing
B

ank
hf

IS
K

D
elisted

734.0244
0

0.0
200069

1,333,000
K

aupthing
B

ank
hf

S
E

K
D

elisted
114.2888

0
0.0

200069
715,000

P
alandriLtd

G
B

P
D

elisted
0.2816

0.035
0.0

200069
40,000

A
ltairFin.S

erv.Intl
G

B
P

private
com

pany
6.5

6.5
0.3

200069
2,000,000

G
B

P
etroleum

P
LC

G
B

P
private

com
pany

0.05
0.05

0.1
100977

75,000
C

entralC
hinaG

fld-W
TS

G
B

P
unlisted

0.08
0.0

200069
511,334

E
den

E
nergy

C
orp

W
TS

U
S

D
unlisted

0.0
100977

16,500
G

hostH
olding

Ltd
G

B
P

unlisted
90.4568

90.4568068
1.9

100977
1,500,000

G
hostH

olding
P

ref
G

B
P

unlisted
1

1
1.9

200069
100,000

N
ew

foundlandLabrador
U

S
D

unlisted
3

3
0.2

200069
291,227

U
ppspretta

Icelandic
IS

K
unlisted

54.2298
13.25

0.0
Total

197.4
Source:M

anagem
entinform

ation

•
Loan

Portfolio
A

:referto
a

portfolio
ofshares

for
€197.4m

w
hich

is
in

custody
in

the
Bank

ow
ned

by
M

r
K

S
.

This
portfolio

represents
a

collateralofa
loan

w
hich

has
been

transferred
by

the
Bank

to
the

Parent
com

pany.

•
The

B
ank

is
w

aiting
the

form
alinstruction

from
K

aupthing
B

ank
hfin

orderto
sale

M
rK

S
’s

portfolio.

•
The

listed
share

as
at21

N
ovem

ber2008
am

ountto
€23.6m

on
w

hich
the

B
ank

applied
a

discountof15%
(or€3.5m

)in
orderto

considerthe
liquidity

issue.

•
In

addition,the
B

ank
received

an
offerforG

B
P

5.5m
(or

€4.7m
–

exchange
rate

as
at20

N
ov

1G
B

P
=0.8469€)

from
M

ercatotrustdated
4

N
ovem

beron
a

listofshares
w

hich
am

ounting
to
€169.2m

•
W

e
highlightthatM

anagem
entdid

notconfirm
ifthe

aforem
entioned

bid
is

stillvalid.

S
ection

4
-G

uarantees
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K
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B
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The
B

ank
received

tw
o

purchasing
offers

for€71.5m
and

€21.5m
from

D
eutsche

B
ank

and
M

organ
S

tanley
respectively

on
A

B
S

and
C

D
O

portfolio

47

Assets
B
acked

Securities
(AB

S)/C
ollateralized

D
ebtO

bbligations
(C
D
O
)

€
in
m
illions

Com
pany's
ow
ner

Cusip
Nom

inal
ISIN

M
oody's

S&
P

Currency
Deutsche

Bank
M
organ

Stanley
AC

AB
S

2006-2A
A1LB

B
lacksunshine

00389P
AB

1
5.0

U
S

G
0064XAB

94
Aaa

AAA
U

S
D

n.a.
0.01

AC
C

D
O

7A
A

B
lacksunshine

00388YAA5
25.0

U
S

G
0063LAA82

Aaa
AAA

U
S

D
n.a.

4.50
B

AR
M

2006-1A
B

B
lacksunshine

068325AC
3

5.0
U

S
G

08272AC
36

Aa2
AA

U
S

D
n.a.

0.01
B

AR
M

2006-1A
C

B
lacksunshine

068325AD
1

12.5
U

S
G

08272AD
19

A2
A

U
S

D
n.a.

0.03
C

AM
B

R
3A

B
B

lacksunshine
131899AD

8
4.0

U
S

G
17751AD

36
Aa2

AA
U

S
D

n.a.
0.01

C
AM

B
R

4A
A2

B
lacksunshine

13189M
AA5

5.0
XS

0208439009
Aaa

AAA
U

S
D

n.a.
0.01

C
B

C
L

12A
A

B
lacksunshine

12498C
AA5

35.0
U

S
G

1985G
AA25

N
A

AAA
U

S
D

n.a.
4.20

C
B

C
L

12A
B

B
lacksunshine

12498C
AB

3
2.0

U
S

G
1985G

AB
08

N
A

AA
U

S
D

n.a.
0.01

C
B

C
L

15A
B

B
lacksunshine

124670AB
6

3.0
U

S
G

1984R
AB

71
Aa2

AA
U

S
D

n.a.
0.01

C
B

C
L

16A
B

B
lacksunshine

12498YAC
3

2.5
U

S
G

19851AB
33

Aa2
AA

U
S

D
n.a.

0.01
D

U
K

E
F

2005-H
G

3A
C

2
B

lacksunshine
2644E

P
AL6

25.0
U

S
G

2861M
AF52

A3
A-

U
S

D
n.a.

0.06
D

U
K

E
F

2005-H
G

4A
A2

B
lacksunshine

264413AC
9

7.0
U

S
G

2861FAB
97

Aaa
AAA

U
S

D
n.a.

0.02
D

U
K

E
F

2005-H
G

4A
B

1
B

lacksunshine
264413AE

5
13.0

U
S

G
2861FAC

70
Aa1

AA+
U

S
D

n.a.
0.03

O
R

P
T

2006-1A
C

B
lacksunshine

68619R
AC

4
15.0

U
S

G
6777R

AC
54

Aa2
AA

U
S

D
n.a.

0.04
R

FC
C

D
2006-4A

A2
B

lacksunshine
762007AC

6
25.0

U
S

G
7551P

AB
16

Aaa
AAA

U
S

D
n.a.

0.06
C

AIR
H

I-A
C

O
ther

127763AD
2

10.0
XS

0226519352
Aa3

A
U

S
D

n.a.
-

C
AM

B
R

3A
C

O
ther

131899AE
6

26.0
U

S
G

17751AE
19

A2
A

U
S

D
n.a.

-
Sub-total

220.0
9.5

9.0
FLO

ATIN
G

R
ATE

O
blig.C

aisse
O

ther
U

S
93933VAY48

25.0
U

S
93933VAY48

C
orp

C
a

/*-
D

U
S

D
4.9

6.1
FLO

ATIN
G

R
ATE

O
blig.C

aisse
O

ther
XS

0284968426
13.0

XS
0284968426

C
orp

C
a

/*-
D

G
B

P
3.4

3.1
FLO

ATIN
G

R
ATE

O
blig.C

aisse
O

ther
XS

0226781242
20.0

XS
0226781242

C
orp

C
aa2

/*-
n.a.

E
U

R
1.5

0.4
FLO

ATIN
G

R
ATE

O
blig.C

aisse
O

ther
U

S
12543JAA51

45.0
U

S
12543JAA51

n.a.
n.a.

U
S

D
30.4

-
FLO

ATIN
G

R
ATE

O
blig.C

aisse
O

ther
U

S
784657AB

44
32.5

U
S

784657AB
44

n.a.
n.a.

U
S

D
21.9

-
Sub-total

135.5
62.0

9.6
Cash

9.0
9.0

9.0
Total

364.5
80.5

27.6

AB
AC

2004-3A
A2

B
lacksunshine

00256AAB
4

20.0
U

S
G

0010FAB
34

N
A

AAA
U

S
D

-
2.0

AB
AC

2005-C
B

1A
A1

B
lacksunshine

00256VAA0
25.0

U
S

G
0010C

AA20
N

A
AAA

U
S

D
-

0.1
AB

AC
2005-C

B
1A

A2
B

lacksunshine
00256VAB

8
5.0

U
S

G
0010C

AB
03

N
A

AA+
U

S
D

-
0.0

AB
AC

2005-C
B

1A
B

B
lacksunshine

00256VAC
6

10.0
U

S
00256VAC

63
N

A
AA

U
S

D
-

0.0
D

U
K

E
F

2006-11A
A1E

B
lacksunshine

26441XAB
5

35.0
XS

0261421480
Aaa

AAA
E

U
R

-
0.1

N
B

S
AM

1
B

1
B

lacksunshine
B

C
C

0R
H

0I4
150.0

XS
0260363139

U
S

D
-

0.4
N

B
S

AM
1

B
2

B
lacksunshine

B
C

C
0R

H
0J2

32.5
XS

0260364293
U

S
D

-
0.1

N
B

S
AM

1
B

3
B

lacksunshine
B

C
C

0R
H

4G
4

4.4
XS

0260366157
U

S
D

-
-

N
B

S
AM

2
A

B
lacksunshine

B
C

C
0Z9515

50.0
XS

0310111751
U

S
D

-
0.1

N
B

S
AM

2
B

B
lacksunshine

B
C

C
0Z9523

40.0
XS

0310136238
U

S
D

-
0.1

N
B

S
AM

2
C

B
lacksunshine

B
C

C
0Z9531

25.0
XS

0310140347
U

S
D

-
-

N
B

S
AM

2
D

B
lacksunshine

B
C

C
0Z9549

20.0
XS

0310142715
U

S
D

-
-

N
B

S
AM

2
E

B
lacksunshine

B
C

C
0Z9556

3.8
XS

0310147359
U

S
D

-
-

N
E

W
C

A
2005-6A

1B
B

lacksunshine
65106C

AA7
20.0

U
S

G
64427AA84

N
A

AAA
U

S
D

-
0.0

N
B

S
AM

1
B

3
O

ther
B

C
C

0R
H

4G
4

13.1
XS

0260366157
U

S
D

-
-

N
B

S
AM

2
E

O
ther

B
C

C
0Z9556

11.3
XS

0310147359
U

S
D

-
-

Sub-total
465.0

-
2.9

Total
829.5

80.5
30.5

Source:M
anagem

entinform
ation

M
arketvalue

•
This

portfolio
is

com
posed

by
€829.5m

ofbonds
and

€9m
in

cash
and

its
m

ainly
ow

ned
by

a
com

pany
called

Blacksunshine.

•
€9m

cash
referto

the
sum

ofcoupons
generated

by
the

portfolio
in

the
first6

m
onths

of2008
and

w
hich

the
B

ank
booked

into
accountand

neverpaid
back

to
B

lacksunshine.

•
W

e
highlightthatthe

B
ank

received
tw

o
bids

on
certain

securities
ofthis

portfolio,by
D

eutsche
B

ank
(€71.5m

)and
M

organ
Stanley

(€21.5m
)as

at19
N

ovem
berand

4
N

ovem
berrespectively.

•
M

organ
S

tanley
did

notbid
on

tw
o

bonds
w

hich
D

eutsche
B

ank
offered

€52.3m
.

S
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The
value

ofK
aupthing

C
apitalP

artnerIIFunds
as

at30
June

08
am

ountto
€39.3m

48

•
KCPII:

consists
offourfeeders

and
one

M
asterFund

w
ith

a
totalcom

m
itm

ent
as

follow
ing:

•
K

aupthing
B

ank
hf,has

com
m

itted
into

feederK
LP

(100%
ofthe

feeder)and
into

A
LP

(31%
ofthe

feeder):

•
The

value
ofthe

investm
entas

at30/06/08
is

G
B

P
33.3m

(or€39.3m
)as

per
the

latestquarterly
statem

ents
sentoutto

each
Lim

ited
P

artners.

•
The

M
asterFund

ow
ns

five
com

panies:three
unlisted

and
tw

o
listed.

•
ADP

DentalCom
pany

Lim
ited

(notlisted)is
one

ofa
handfulofdentalbody

corporate
(D

B
C

s)in
the

U
K

,and
is

third
largestbehind

O
asis

P
lc,and

Integrated
D

entalH
oldings

Lim
ited.

•
In

M
arch

2007
E

A
C

,now
called

M
ilestone

C
apital,sold

theirinvestm
entin

A
D

P
to

the
m

anagem
entand

K
aupthing

B
ank,foran

undisclosed
sum

.A
new

holding
com

pany,A
D

P
H

ealthcare
Services

Lim
ited

w
as

form
ed,and

additional
debtw

as
provided

by
K

aupthing
B

ank
to

provide
w

orking
capitalneeds.

•
A

D
P

's
30

N
ovem

ber2007
turnoveram

ountto
£40m

.

Total
GPB

in
m
illions

Com
m
itm

ent
LP

A
90.7

LP
B

47.0
LP

K
200.0

Fund
191.6

M
asterFund

529.3

Source:M
anagem

entinform
ation

Total
%
of

KC
P
II

G
PB

in
m
illions

C
om

m
itm

ent
ow

nership
C
om

m
itm

ent
G
PB/m

€/m
LP

A
90.7

31%
28.1

3.9
4.6

LP
K

200.0
100%

200.0
29.4

34.7
Total

290.7
228.1

33.3
39.3

Exchange
rate

as
at20

Nov
08

1
G

PB=
0.8469€

Source:M
anagem

entinform
ation

A
dvance

contribution

•
Dlg

Equity
Holdings

Lim
ited

(notlisted)has
created

the
U

K's
leading

consum
er

m
arketing

data
hub,providing

the
m

ostextensive
and

highly
targeted

access
to

consum
ers

across
alldirectchannels.D

LG
's

data
hub

facilitates
bespoke

1-2-1
m

arketing
through

digitalTV
,internet,m

obile/fixed
line

telephone,sm
s

and
m

ail,
allow

ing
itto

transform
above-the-line

advertising
into

targeted
directm

arketing
channels.The

data
hub

com
bines

m
illions

ofvolunteered
lifestyle

responses
from

the
U

K
's

only
m

ulti-channellifestyle
survey

program
m

e
w

ith
a

w
ealth

ofadditional
data

from
its

netw
ork

oftrusted
consum

erbrand
partners.

•
PHASE

EightHoldCo
(notlisted):ow

ns
the

Alacra
S

tore
w

hich
is

a
public

e-
com

m
erce

w
ebsite

thatenables
business

inform
ation

users
to

find
and

purchase
research

w
ith

a
creditcard.

•
ConsortM

edicalPLC
(listed

in
LS

E
):is

a
leaderin

m
edicaldevices

forinhaled
drug

delivery
and

anesthesia
and

the
B

ank
ow

ns
approx.10%

ofshares.

•
KCP

IIehfow
ns
22%

ofBookerG
roup

PLC
(listed

in
LS

E
):is

the
U

K's
largest

cash
and

carry
operator,offering

branded
and

private
labelgoods

w
hich

are
sold

to
400,000

custom
ers

including
convenience

stores,grocers,
pubs

and
restaurants.In

June
2007

Bookerreversed
into

Blueheath
H

olding
plc

to
form

BookerG
roup

Plc.Blueheath
is

a
w

holesalerof
groceries

to
independentand

m
ultiple

retailand
leisure

outlets
w

ithin
the

U
K.
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G
irC

apitalInvestm
ent,K

-Investholding,A
lpha

M
anagem

entC
om

pany
and

M
anagem

entC
om

panies
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•
G
irCapitalInvestm

ent:is
a

C
aym

an
registered

fund
listed

on
the

Luxem
bourg

stock
exchange.

•
As

at31
O

ctober2008
tw

o
outofthree

securities
held

in
the

portfolio
have

been
totally

w
ritten

off.

•
The

Fund
has

9,065,224.39
shares

in
issue:4,440,345.66

are
ow

ned
by

Kaupthing
Bank

hfand
the

rem
aining

held
by

Kaupthing
Bank

Luxem
bourg

on
behalfofinvestors.

•
The

lastavailable
N

A
V

as
at31.10.2008

am
ountto

ISK1.136m
(or€4.4m

)
considering

the
ISK

exchange
rate

as
follow

:1€
=

255
ISK.

•
K-InvestHolding:is

a
U

K
realestate

com
pany

w
hich

ow
ns

a
flatin

London
thatw

as
acquired

in
D

ecem
ber2007

forG
BP4.6m

.

•
The

com
pany

presents
liabilities

tow
ards

Kaupthing
Bank

hfforG
BP2.1m

.

•
C

onsidering
the

U
K

realestate
m

arkettrend
the

latestestim
ates

on
the

aforem
entioned

flatare
approxim

ately
atG

BP4m
.Therefore

taking
into

consideration
transfertax,fees,com

pany’s
liquidation

costs
and

the
tim

ing
ofselling

the
flat,itis

reasonable
to

evaluate
the

C
om

pany
for€4m

.

Description
V
alue

Exista
hf.

-
KB

A
BS

13
(Investm

entFund)
1

ISK
Kaupthing

Bk
hfFloating

rate
Note

12
A

pr2011
ISK

1,136m

•
Alpha

M
anagem

entCom
pany

SA
:m

anages
3

funds
(Aska,K

atla
and

K
rafla)

w
hich

have
cash

depositw
ith

the
B

ank
am

ounting
to
€21.2m

•
This

cash
w

illbe
used

to
offsetthe

debtagainstthe
Parentcom

pany.

•
M
anagem

entCom
panies:are

represented
by:

–
Kaupthing

Advisory
C

om
pany

S.A.(KA
C

)runs
a

U
C

ITS
IIIum

brella,
Kaupthing

Fund,collects
investm

entadvisory
fees,paym

entof
investm

entm
anagem

entfees
and

distribution
fees.

–
Kaupthing

M
anagem

entC
om

pany
S.A.(K

M
C

)runs
an

FC
P

partII
Fund,Kaupthing

Investm
entFund

collects
investm

entadvisory
fees,

paym
entofinvestm

entm
anagem

entfees
and

distribution
fees.

•
W

e
highlightthatthe

portfolio
ow

ned
by

Kaupthing
Advisory

C
om

pany
S.A.

(KAC
)w

hich
am

ounted
to
€12.6m

has
been

sold
by

the
ParentC

om
pany

and
settled

into
its

ow
n

accounts,therefore
the

Bank
w

illnotseized
these

assets
anym

ore.
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IS
K

long
exposure

ofthe
B

ank
represents

4.4%
oftotalassets

and
3.2%

oftotal
liabilities

at20
N

ovem
ber2008

51

ISK
exposure

as
at20

N
ovem

ber2008

Am
ounts

in
m
illions

ISK
1€=250ISK

1€=300ISK
1€=400ISK

1€=500ISK
Assetposition

:
33,896.5

135.6
113.0

84.7
67.8

Liab.position
:

24,209.3
(96.8)

(80.7)
(60.5)

(48.4)
Netam

ount
9,687.3

38.7
32.3

24.2
19.4

Potentiallosses
(6.5)

(14.5)
(19.4)

S
ource:M

anagem
entinform

ation

Exchange
rate:€

in
m
illions
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Used
portfolio

breakdow
n
as
at20

Novem
ber2008

Type
of

share
Assetdescription

Valuation
%

Bond
Iccrea

B
anca

S
pA

VAR
/S

TE
P

05-23.02.2012/(C
allable

23.02.2008
at100.00)C

pn.3.05%
'til23.02.2006,/thereafterresetannually

3.15%
3.3%

3.5%
3.7%

4%
4.2%100%

Iceland
H

ousing
Finance

Fund
3.750%

04-15.09.2014
D

raw
n

B
ond

//(D
irty

priced)
100%

Iceland
H

ousing
Finance

Fund
3.750%

I/L
04-15.02.2024/(Ibudabref04/1)/(D

irty
priced)

100%
Iceland

H
ousing

Finance
Fund

3.750%
I/L

04-15.04.2034/(Ibudabref04/2)/(D
irty

priced)
100%

Iceland
H

ousing
Finance

Fund
3.750%

I/L
04-15.06.2044/(Ibudabref04/3)/(D

irty
priced)

100%
Iceland

H
ousing

Finance
Fund

4.750%
97-15.12.2037

D
raw

n
B

ond
/(H

usbref98/2
4.75%

15.12.2037
-FlokkurA)/(D

irty
priced)

100%
IS

IS
12%

06.01.2016
Agreem

ent//
100%

K
aupthing

B
ank

hf3M
LIB

O
R

+70B
P

144A
06-15.01.2010

//
50%

K
aupthing

B
ank

hf3M
R

E
IB

O
R

+140B
P

06-10.05.2045/K
AU

P
Float12/59

(C
allable

10.11.2016
at100.00)/

50%
K

aupthing
B

ank
hf7.125%

R
E

G
-S

06-19.05.2016
//

50%
LandsbankiIslands

hf3M
E

U
IR

B
O

R
+20B

P
05-19.10.2010//

100%
S

tanfield
D

aytona
C

LO
Ltd

2007-1X
C

1
R

E
G

-S
S

U
B

07-27.04.2012
//AB

S
:AssetB

acked
S

ecurity
100%

Fund
Artem

is
H

oldings
-P

tg.S
hs.H

edge
C

lass
E

U
R

//
75%

Artem
is

H
oldings

2xL
-R

ed.P
tg.P

ref.//
75%

Artem
is

M
aster-R

ed.P
tg.P

ref.S
hs

(U
S

D
)//

75%
B

luebay
Investm

entG
rade

B
ond

Fund
-B

ase
R

//
100%

B
N

P
P

aribas
E

uribor3
M

onth
Fund

-C
//

100%
C

alyon
Finance

G
uernsey

3M
E

U
R

IB
O

R
+240B

P
B

S
K

T
06-30.03.2013//

100%
D

W
S

C
ash

U
S

D
//

100%
E

astC
apitalB

ering
R

ussia
Fund

-A
M

asterS
eries

2005
//

100%
E

astC
apitalB

ering
U

kraine
Fund

-A
M

asterS
eries

2005//
100%

FerskurH
olding

B
V/P

IK
Facility

E
U

R
IB

O
R

+1200B
P

06-30.06.2017
/P

IK
Facility

Agreem
entutilised

to
fund

the
acquisition

of:/R
efresco

H
olding

B
V

100%
H

andelsbanken
Funds

S
IC

AV
-S

w
edish

S
hortTerm

Assets
Fund

//
100%
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U
sed

portfolio
breakdow

n
as
at20

N
ovem

ber2008

Type
of

share
Assetdescription

Valuation
%

Fund
H

enderson
H

orizon
-Am

erican
E

quity
Fund

-A1//
100%

K
aupthing

G
ov

Bds
LongTerm

(R
ikisverdbrefasjodur-Langur)//

100%
K

aupthing
M

anagerS
election

-E
urope

-A
//

100%
K

aupthing
P

enningm
arknad

(S
E

K)//
100%

P
etercam

B
Fund

-P
etercam

B
onds

E
U

R
Fund

-C
//

100%
York

E
nhanced

Strategies
FeederFund

(C
aym

an)Ltd
-144A

//
100%

Share
AD

P
H

ealthcare
S

ervices
Lim

ited
-P

referred
S

hs
-A//

67%
AD

P
H

ealthcare
S

ervices
Lim

ited
-P

referred
S

hs
-AA

//
67%

AD
P

H
ealthcare

S
ervices

Lim
ited

(P
rivate

C
om

pany)-A//
67%

B
akkavoerG

roup
hf//

100%
B

eteiligungsgesellschaftZukunftsenergien
AG

//
100%

B
M

Valla
hf//

50%
B

YR
S

parisjodur("fund"to
change

to
"Lim

ited
Liability

C
o")//

55%
D

LG
E

quity
H

oldings
Ltd

-A
P

referred
S

hares
//

67%
D

LG
E

quity
H

oldings
Ltd

-AA
P

referred
S

hares//
67%

M
edicoverH

oldings
S

A//
100%

P
aradox

E
ntertainm

entAB
//

100%
P

hase
E

ightH
oldco

Lim
ited

-P
referred

S
hs

//
67%

P
hase

E
ightH

oldco
Lim

ited
(U

nlisted)//
67%

S
am

po
O

yj-A//
100%

Vinovo
H

olding
AB

//
100%

S
ource:M

anagem
entinform

ation
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