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Disclaimer

This report (including all subsequent amendments and additions) was prepared by the Resolution Committee fol
creditors dfaupthing Bank hf. ("the Bank") for information purposes only. It should give creditors an overview of 1
background, the current situation and the potential steps going forward. The additions and amendments to this report
the previously publishedions of this report are intended to give the creditors information on recent developments but ai
not necessarily and should not be regarded as an exhaustive list of all developments which creditors may consider me
In preparing and updatingréipigrt, the Bank has not taken account of the interest of any particular creditor or group of
creditors.

Where information in this report is based on information from third parties the Bank believes such soueces to be reliabl
Bankhowever accepts responsibility for the accuracy of its sources. Furthermore, without prejudice to liability for frauc
the Bank accepts no responsibility for the accuracy or completeness of any information contained in this report and, w
limitation to the foregoiigclaims any liability which may be based on the accuracy or completeness of this report. Th
Bank is under no obligation to make amendments or changes to this publication if errors are found, opinions or inforn
change or upon the discovery ahfeemation. The fact that the Bank has made certain additions and amendments does
not impose any obligation on the Bank to make amendments or changes to this publication in respect of any c
developments, errors or changes in opinion or infogaatiess re&f whether such development or changes occur after

or before the date of publication of the revised report. In respect of additions and amendments made to this publicatio
Bank is under no obligation to draw such additions and/or amehdnagtetstion of the intended recipients of this

report.

The actual realisable value of the Bank's assets and liabilities may differ materially from the values et forth herein. F
which may lead to material differences include:

(a) Resolution of issues regarding the quantum of claims

(b) Additional claims being made against the Bank

(c) The realisation method(s) used over time

(d) The impact of set off and netting including in connection with derivative contracts
(e) Movemenin currency exchange rates and interest rates

(f) Prevailing market conditions when assets are sold

It is not intended that the information contained herein should be relied upon by any person in connection with trz
decisions relating to the Bayither the Bank nor the Moratorium Supervisor accepts any responsibility for any such
reliance.

This report is published in English and Icelandic. In case of any discrepancies between the content of the English
Icelandic version the Enfflisluage version takes precedence.

The use of the Bankds material, works or trademarKks
stated. Furthermore, it is prohibited to publish material made or gathered by the Rantowshout writ

Morgan Stanley is acting as financial adviser to the Resolution Committee of KanptiatpBankhefse matters,

will not regard any other person (whether a recipidotoimtkig or not) as a client in relation to tiexseand will

not be responsible to anyone othah¢h&esolution Committee of Kaupthing Bank hf. for providing the protections
afforded to clients of Morgan Stanley nor for providing advice to any such other person. Without priegudice to liability fo
each member of the Morgan Stanley Group disclaims any liability to any such other person in connection with these me
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Major additions and amendments inQb®berupdate of theeport

Duringhe ningnonth moratorium period, from 13 February to 13 NovembBa@k@tetias to compile a

monthly report for creditors which will be availatBardstiaebsite, www.kaupthing.com, so that creditors

and other interested partian keep abreast of the main developments and achievements since the previou:
report was issued.

The additions and amendments to this report since the previously published versions of this report are inten
give the creditors information ort daxlopments but are not necessarily and should not be regarded as an
exhaustive list of all developments which creditors may consider material.

In order to helgaders who read the previous répomajor additions and amendments have been
highligted in blue text but all minor changes are left as black text. Deleted text, which is not applicable anyr
and none of which was significant, has been deleted without any notification to the readers. The major adc
and amendments can be foungfolltiwing chapters:

3.3 The main tasks of the Resolution Committee today

3.4 Current status of the Bankés subsidiaries
4 Financialrealysis

4.4 Portfolio statistics

5 Asset sales and restructuring

7 Overall restructuring



Abbreviations

Thefollowing abbreviations are used in this report:

FME The Icelandic Financial Supervisory Authority

ICC I nformal Creditorsdé Committee
The BankKaupthing Kaupthing Bank hf

New Kaupthing NyiKauphing Banif

KSF Kaupthing Singer and Friedlandéed
FIH FIH Erhvervsbank A/S
KT Lux Kaupthing Bank Luxembourg S.A.

TheDisbursement Adict No. 125/2008 on the Authority for Treasury Disbursements due to Unusual
Financial Market Circumstances etc

The Transfer DecisidPecision of the FME endisposal of assets and liabilities of Kaupthing Bank
hf. to New Kaupthing Bardakéd21October 2008

The Bankruptcy Act Icelandic Act on Bankruptcy, etc., No. 21/1991

IMF International Monetary Fund

ICB The Central Bank of Iceland



1. Background
1.1 Broadcontext-The world wide credit crunch @hdglobalfinancial crisis

The world's banking sydtesitakerentre stage the current world financial crisis. From around

mid 2007, but particularly in 2008narket experienegedte adversmnditions characed by

the severe disruptiomcredit markets and turbulence in the banking and mortgage sectors. These
conditions creatad extremely difficaltvironmerfior banken generadnd came to a head in the

second half of 2008 gadtcularlyin September and Octolbbbe severity of teguatiorwas
underlineby:i) he collapsefbanking and financial sector shares in and around S¥)e@imber

the collapse of Lehman Brqgthaimsternational investment bamKl 5Septembez008and iii)he

huge and unprecedented "bail out" of American banks annoud8etrbgiding Secretary on 20
September 2008llowed by similar rescue mesasudertadn by most western countries

In short, thglobalfinancial system wageriencingrprecedert difficultieand, consequently,
credit markets (so essential to the smooth operation of the world financial system and to the w
economy) were seizing lepding to what is popularly ¢hledredit crunch. This, in tas, w
having serious implications for the global economy and governments across the world as evidence
dramatic falls in share prices and extreme volatility in the currency and commodity markets. Rz
agencies were forced to reassess the creditffatimgsia sector institutions across the world.

1.2 The Icelandibanking crisis

During the past decade¢bandic economy has undergone dramatic Thardgyelopmerit
an international financial sector, along with the growth andiggtriesiiuminiumproduction and
tourism, brought unprecedented wealth to a population of roughly 300,000 that had previously sust

itselfmainithrough a centured d f i shing i ndustry. I n the colt
largestbanks Kaupthing Bankhg Bank), Glitnir banki HfGlitnir;)and Landsbariklands hf.
("Landsbanki') grew to | evels almost ten times that

On 29 September 2008Be Icelandic authorities announced thwsitplacquire a 75% stake in
Iceland's third largest b&iiknir which had been encountering severeishduinding problems.
This government intervestams to hawveggered the opposite reatdidimat aimilar actions in
other countrielstead akstoringonfidencéhereversehappenedhe marketsad naonfidence

in the approathken by thieelandic government acdsis of confidence hit the Icelandic banking
sectoy resulting ioutflows of depositsbecame clear thfat had not been f&tate intervention,
Glitnir may have collapsed and there was spexdatien ability ahe ICBto provide the
necessary support to the wider Icelandic banking system durinthib@@@stated a severe
drop in the valuktbelcelandikrona and caused rating agencies to dowheirackedit ratings for

the Icelandic state and the Icelandic banks. Foreign investors tried to divest themselves of Icele
assets and British depositors began to withdraw their adeposissvieo Landsbanki's internet
banking product. In addition, there was an increase in the outflow of iepp#itadraage UK,

the internet banking produbeddank¥K subsidial§aupthing Singer & FriedlariigFy)"

On Monday 6 October 2008, trading in most Icelandic banking sharte (BethidBings
suspended in Iceland and emergency leghtatiNon. 125/2008 on the Authority for Treasury
Disbursements due to Unusual Financial Market Circumstahee®isbur&ment Agtgs
enacted allowing tbelandic Financial Supervisory AutikMiB) (0 take over the running of the
Icelandic banks.



1.3 KSF placed into administration

After British depositors withdrew their deposits fronh doelstmaskiinternet banking product

the United Kingddie Icelandic authorities assumed control of Landsbanki. Immediatgly after
there was a significant increase in the withdrawal of depgtaitptiiiogy Edge in the United
Kingdomdespite the fabiat Kaupthing Edge deposits wesntgeat by the British compensation
schemeand Icesave depsdily the IcelandichemeAfter the British Chancellor of the Excheque
statedhat Iceland did not interttbtwuits obligations to British depogheiState Treasyrin

the UKransferred Kaupthing Ediggositdrom théBank's subsidial§SFto ING Direct, a wholly
owned subsidiary of ING GKfsipvas subsequently placed into adminisipaticthe application

of the UK regulator, the Finé®migices Authoi{tiFSA " the UKThe Bartks cr edi t or s t
situation as an event of default under various loan agreements and bond programs

14 Overview of the Bank

The Banlas the largest Icelandic badis headquartered in ReykjHvikregistered in Iceland
andoperatethrough branches autbsidiarieis all of the Nordic countries, the United Kingdom, the
UnitedStates Dubai, Qatar, Luxembourg, Belgium, Switzerland, GermaHpngustig, Japan

and the Isle of MaimeBankoffeedintegrated financial services to companies, institutional investors
and individuals. These services mhdog®rate and retail banking, investment banking, capital
markets services, treasury services,rassagement andalth managemént private banking
clientsThe Bank's shares wiatedonthe stock exchanges in Iceland and StockhibienBartk

wasthe T largest bank in the Nordic region in terms of market capitalipatiod fifme.The

majority ahe Barlkoperatig incomeaggenerated in Iceland, Scandinavia and the United Kingdom.
Since its inception in 1982, Kaupthing expanded operations through organic growth and a numb
strategic acquisitions, includingrhitdrvsbarfkFIH")n 2004 and SingeF&edlander (nd¢®H

in 2005 At the end of H1 200@, Barik groupemployed over 3,300 peopléstothl assets were

close t&UR53bn



2. Timeline oévents

29 Septembér9 October 2008

Thelcelandic authorities announce theitoptanguire a 75% stake in Glitnir

The rating agenctEsvngrade Icelandic sovereign, Kaupthing, Glitnir and Landsbanki debt
Trading in shares in the Bank suspended

Icelandiparliament passtge Disbursement Act

The ICBxtends EUR 500m loan to the Bank

FSAIn the UKucceeslin having administrators appointed over KSF

The Bank's board of direcégpsestthat the FME take control of the Bank pursuant to the

Disbursement Act

9 Octobet 220ctober 2008

FME appoints a Resolution Committee whichieiyrassiiemes control of the Bank
Nyi Kaupthing Bank{'™New Kaupthings'created
Certain domestic assets and domestic deposits transferred to Néwacaapdhimee

with theransfedecisiolf"TheTransfeDecisiol)

220ctober to date

The Resolution Committee works towards maximiaumftiieeBank'sissets

The Resolution Committee holds meetings and conference calls with informal committee of t
largest creditors of the Bank

Moratorium grantatt Olafur Gardarsappointed as the Moratorium Supervisor

Filing of Voluntary Petition under Chapter 15 of the US Bankruptcy Code

Moratorium is recognaed foreign main proceeding under Chapter WS &akweiptcy

Code

Morgan Stanley appointedfeasacial advigoradvise andssisbnrestructuring tBank

Creditors' meeting convened by the Moratorium Sup8drivesomuary 2009

Moratorium of the Bank extended by the District Court of Reykjavik to 13 November 2009
Important amendments made to theHx@mrialndertakingsn 22 April 2009

The Barik Windingp Committee appointed on 25 May 2009

The formal claim process started on 30 June 2009 and will last fesréhmtortfisng

claims can be accessedsw.kaupthing.com



http://www.kaupthing.com/

On20 July 200theagreement between teedutio@ommitteand the Geynment with

regards to New Kaupthiagannounced

On 14 August 20@8e Government capitalized New Kaupthing axtHSipptBn in

common equity which will allow New Kaupthing to function as a fully operational bank

On 3 September 2009, the Bankbés Resolutio
agreement on settlement between the Bank and New Kaupthing in accordance with the
agreement announced on 200§

On20 October 20@% Resolution Committekedfor a creditdmneeting to discuss the
agreement between the Resolution Committee and the Government on New Kaupthing. At
meeting, creditavereprovided with latésancial information on the Bank. Alsw/atseere
discussion on possible extension of moratorium on debtFatmeentdormation and a

presentation from the meeting can be acce

Next steps

31 October 200Bast day féheResolution Committee to complete subscription in shares in
New Kaupthirfghe Resolution Committee decides to do so

13 November 200Burther hearing at the District Court of Reykjavik to consider the extension
of the moratorium of the Bankdédngon is made to apply for an extension

30 December 200khe érmal claimegistratioprocessvhichstarteadn 30 Jun200%nds

29 Januarg010 Allcreditorsneeting held at 10:00 a.m. at Hilton Hotel Nordica

24 November 201daximum moratoripeniod for the Bank ends



3. The Resolution Committee

3.1 Theadoption of the Disbursement Act

As discussed in firevioushapter, Iceland is currently in the midst of a banking crisis of extraordinary
proportions. The three main parkshall collagedin less than a weealccounted for about 85

percent of th#omestibanking syster®n9 October 2008, in accordance with the provisions of

| c el a nDisbussemerd pwthichhad beempassed into law because etitlusual and dire
circumstances in the financial market, the board of directors resigid&apubitited a five
membeResolutio@ommittee, which immediately assumed the powerss atidheialdthority, of

the Bank'soard of directors. Thes@as were takergtaarantee ttagpropriateflevelactivity by

theBank in Iceland and to help stabilize the Icelandic financidiesyséaniers of the Resolution
Committesvereselected by the FME from a broadsemt®s of Icelandic business, legal and
accounting fieldedayi e Banko6és Resol uti on f{Oeomembetst ee con:

Steinar Thor Gudgeirsgdtorneyo the Supreme Court of Icél@ihirran
Johannes Runahamnssorittorneyo the Supreme Court of Iceland
Knutur Tdrhallsson, Certified Public Accountant
TheodoSigurbergsson, Certified Public Accountant

On 30 Jul2009FME requested that members, who formerly held managemenithiositiens

three banks at the time of their collapse, should resign from the respective Resolution Committee
their expert knowledge of the banks' operations was no longer needed. Gudni Adalsteins:
subsequently renounced his position as nieBaiod Besolution Committdisresignation took

effect on 15 August 20009.

Initially, the Resolution Committee operated in consultatperatidrcavith the FME. However,

after a moratorium status was granted to the Bank, on 24 November 2008, the Resolution Comr
becamevirtuallyindependent from any governmental libdurieamtly directee Bank in €0

operation with Olafur Gardarsstamney to the Supreme CigrtMoratorium Supervisor. As an

entity in Iceland vétbanking licea, the Bank &ill subject to supervibypthe FME.

On 25 May 2009, in accordance with a request from the Resolution Committee, the District Cou
Reykjavik appointed a Wingingommittee for the Bank in accordance with the recent amendments
to the Act on Financial Undertakings. The-dgir@amymittecomprises Olafur Gardarsson, the
aforementioned Moratorium Supervisor, David B. Gislason, attorney to the District Court, and Fel
Oskarsdottir, attorney to the District Tountole of the WindipgCommittee will be further
discussed Bulthgter6.6 The WindiAdp Committee.

3.2 Initialobjectives of the Resolution Committee

At itsinception, the Resolution Comimétitlee objectivesaid out below. Some of these objectives
were set with reference to the Disbursement Act. However, it should Iltee iRetediutian
Committee played no paletiermining the creatiddest Kaupthing.

Maintaing the Banks®mmercial banking operations in licelaadwith the Disbursement Act. The
Resolution Committee worked hard to ensure that the daily dper8@ohdscdnchesvere not
significantly affected. ©bjsctivevas reached when New Kaupthirfgrwesdly established18n
Octobe?008&nd took ovédre Banksommercial bankoperatiom Icelandn 22 October 2008

1C



Protecting depositors both domestically & aveessasdance with the Disbursement Act. The
Resolution Committeeoperated abad with governments, financial authorities and central banks.
This objective was achieved domestically, where New Kaupthing is now responsible for dome
deposits and, in terms of foreign depositors, has either been completed or final abeingements are
negotiated. According to the Disbursement Act, deposits received by the Bank or its branches
priority claims against the Bank. The Bank is thus under an obligation to repay deposits prior to re
claims. Icelandic law does not affect thenawepay deposits received by subsidiaries or their
branches. Possible repayment of those deposits is the concern of the boards of directors
administrators of the relevant subsidiaries.

Ensuring expertise and knowledge by hiring key ei@pleysbs main tasks of the Resolution
Committee is to safeguard the value of Kaupthing assets until they have been transferred to creditc
order to achieve this aim, there must be sufficient expertise in place to manage the assets and pre
the necessasgrvicesThisobjective waschievedhrough the appointmargeveral qualified-full

time and paitne employeesroundO specialists now work for the Resolution Committee.

Ensuingcash flow in all currencies both domestically and to/framddictigng.hedifficulties
that were experienced with paymeridftom Iceland were primarily due éettbef foreign
governments and foreign currency restrictions imihesedBEficienmovement of capitas

vital for the Icelandic econdhese difficulties were resolved in part with the Transfer Decision.

Presemngthe interests of creditdhe Resolution Committee has focused on protecting the assets of
the Bank and preserving value for créligalisors have been informed of developments via the
Bank's website, creditor contact address and pressli@keagsctive is an ongoing task and will

not be fullgttainedintil a permanent solution for the ,asgetfactory to the creditotkeoBank

has been identified and executed.

3.3 Main tasks of the Resolution Committee today

The Resolutiono@mitted@s responsible for the Bank's daily operatidmsidsadnumber of
organizetheetingevery weekVhen formal meetings are heldrabenpe of all members of the
committeés requiredCurrently the work of the Resolution Committee is subject to the supervision o
the Moratorium SuperviBoe. most significant projects of the Resolution Cnmastfedows:

Protection ofeditordnterest The main task of the Resolution Comnitig®isdhe interss of

the Bank's creditoFsom discussions wiHriouscredita early in the process, the Resolution
Committee learned that creditors were coabeutbeimnediate sale of asséfthe strategy of
proteghgthe assets and maximize valgsadopted in the bagig in line witreditordeedback

Communication with creditdrs.Bankndeavoarto maintain good anéaiverelations wiiks
creditorsin October 2008, Deldittewasengagedy the Resolution Committiekcilitate and
advse on creditor réians.Early in January 2009, Deloitte’'s appointment was termihated and
Resolution Committee assumed responsibiltgrfonatication and consultation with créditors.
facilitate communication with creditors all over the Ramlds tvebsitemw.kaupthing.coias
beendeveloped into ariormation centre for creditors. Thiewshgpdated frequentlyianides
creditors to ask questins specifiemailddressgreditorcontact@kaupthing.Egary effort is
made to respond to questions or comments in a timelywiemezlevant information becomes
available.

Shortly after Deloitte's appointameainmittee, the Informal Creditors Cofi@Gitteeas formed
and is congsed of representatives of #mi'8 largest creditdxkhough hcommittedoes not

11
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haveformal powers or duties under Icelandic law, it is consultative in nature. Indeed the Resolu
Committee has engaged in discussions with the ICC with respect to, among other things, the prote
maximization and realizatiotheoBank's assets, anestructuring proposals aimed at making
distributions to creditorghef Bank The Resolution Committee meets with the ICC and holds
conference calls with the committaeegular basis

Finalimgthe Bank's balance sh&be aggregate balance sleebéemivdedbetween the Bank

and New Kaupthing as at 22b&@008 Separate balance shémt the Bardknd New Kaupthing

had to be preparddnancial disclosure and financial information is an ongoing process, financia
information for the Bank as of 30.06.2009 and 30.12.2008 caclmpsedfinancial analysis.

Internal audlh October 2008, the BaRlesolution Committee, atetipgest of the FME, engaged

the international accountingPfiicewaternouse Coop#ta(’) to investigate whether the Bank or
parties connected to it, had in the weeks before the collapse of the Bank deviated from its internal
or violated the rsilgoverning the activities of financial undertakings, the securities transactions act «
the general penal code. A detailed report was submitted to the FME at the end of the year 2008 &
has already become the basis for further inveslipatmsdgup Committee is also looking into

this matter and discussion in that cagaoe foundsalchapte6.6 The Windimg Committee

The Resolution Committee has formedarsulitet reviewertain transactions, identified by the
Resolution Commitesed to prepare and commence legal proceedings agathat paigigde in

debt tahe Bankueto those transactionsgreralternatively responsible for potential loss of the Bank
resultig from thigansactions. The aim of the Resolution Committekeiswords realise all
possible claims whikbh Banknight have against third pamtiekation tthe specific transactions
mentioned above, including claims arising frora posalldged wrongddipgthe former
management of the Bank or third pa&tlisssulcommittee consists of two members of the
Resolution Committee in addition to the former Internath&ditds. of

Furthermore, the Resolution Committee hastdetitdedaforementionedcaubmittee shall be
responsible for all correspondence and communication with the Special Investigation Commis
("SIC"), operating under the provision of Act No. 142/2008, the FME and the Special Prosect
operating undéetprovision of Act No. 135/2008.

This sulwommittee is currently working on several projects with external experts, both domestic &
foreign, e.g. a forensic team in London, external legal counsel, external auditors and other appo
consultants. Themary objective of these projects is to retrieve assets if and where appropriate

Closng derivative contracts and ewaduaetting effect3he Rsolution Committese working

towards closing all derivative agreemergs\aidahganynetting effectfeam of experts within

the Bank is analysing the Bank's position on a counterparty by counterparty basis across all rele
financial instruments afdtaff andNettingCommittedas been established to review and conclude
each casd he Bank has bemwviewing and clositggivatives at their maturity dates or earlier upon
client's requests, in accordance withdédyinggreementsermsand market weentions. Only
derivativesvhich are {themoney for the Bank have beends@tleer derivatives are netted in
accordance with the agreement teamsgatives which areaftlhiemoney represent unsecured

senior claims against the Bank and have therefore not been settled. The Bank has reviewed se
cases where sgff has beerequestedhe estimated size amgact of seff and netting is still

very uncertain.

The valuation of assets and liabilities in this report does not take into account the potential impact c

off. The reason thereof is twofold; firstly, counterparties have the right to claim until the end of the f
claim period which started onirg® 2009 and will end on 30 December 2009. Secondly, every case

1z



needs to be looked into and evaluated before each claim can be accepted or rejected. Therefore
estimated size and impact affsit still very uncertain. The Bank has receivesetoftlataims

from counterparties amounting to ISK 200bn. The current preliminarycéseffedeslisan total

up to ISK 100bn on the face value of both the respective assets and the resp&hsvexizilities.
amaints on the assets and liabilities side may differ.

Collection procedures are curremly prepared in many cases. The Bank has started collection
process in several cases where the underlying collateral is liquid assets, in padicular cash
securities.

Preventhe provisional attachment of assets and facilitate the retriBzalks Hsset3he

Resolution Committee is committed to protect the interests of creditors Imgaiendheéng
provisional attachment or freezing orders on assets. In the European Economic Area the Bank s
recognitioof the moratorilona caseby-case basis on grounds of the EU \AlipdiDigective No.
2001/24/EC. The Bank has also been granted an injurentiste¢helr@bratorium recognized as a
foreign main proceedinger Chapter 15 of the United States Bankruptcy Code. THedrthe provi

Bank with protection for its assets in the United States. The Resolution Committee has also facili
the release of assets through negotiations with local authorities or private parties in several countrie

The Bank is currently in selt@gation proceedings, including in the following matters:

e The Resolution Committee has successfully opposed litigation threats and or freezing order
the United States, Luxamdp the Netherlands, Spain, antUrthied Kingdom and is
currently oppiag litigation in Austria.

e TheDistrict Court of Reykjavik has ruled in favouBamikithets case agair@scatello
Investmentisimitecbecause of about GBP 650m liability on an overdraft facility agreement
Two members from Besolution Committeee now been appointed as board members in
the board of Oscatello Investments Limited andnaistber afubsidiarie$he Bank has
enforced securities it held as collateral, e.g. in shares in Oscatello Investments Limited

e The Bank is in litigatieecause of a swap agreement which was in place witteBid/1U
FME appointed the Resolution Committee to take control of the Bank in accordance with
Disbursement Act.

e Litigationare ongoing in Germany in regard to DZ Bank AG. Thenhtidegiatisputes
over freezing of assets and what the Bank considers to be-offlawiDZsBank AG.

e In addition, the Resolution Committee foresees other court cases. Exista and the Bank are
disputeegarding a valuation of a cross currenclyagswaption between the two parties.
Exista wants to use a different exchange rate to the normal benchmark used in simil
circumstances, the official exchange rate of the Central Bank of Iceland, and wish to use
exchange rate given by the Europetial ®amk. The Bank has firmly rejected to use any
other exchange rate as this is explicitly provided for in Act no. 36/2001 on the Central Banl
Iceland. The Bank and Exista have agreed to solve their case before the dchandic Court
the Bank expedb inisite legal proceedingbiwithe next couple of weeks.



On 20 October 2009, the High Court of England handed down its decision on the judicial review c
legitimacy of the decision taken by the UK Treasury to transfer assets and Kiygatbibsgfro
Edge accounts at Kaupthing Singer and Friedlander (KSF) in October 2008.

The Bankdéds Resolution Committee has since | a
the Court judge whet her or not ThehResoldigh Tr e a
Committee hdmen informed of its decision that the Jiryreeactions were deemed within its
powers. The sole objective of this litigation was to bring all existing and available information tc
surface so that the Committee would know on what guiGiidedbkery based its actions.

By its applicatiasr judicial review, Kaupthing Bank claimed that the UK Treasury had exceeded i
powers. It was Kaupthing's case that the Transfer Order had been made for the purpose of prote
KSF’s depositors in the UK rather than for maintaining the stabiitiinahtial system as a

whole.

In a preliminary ruling on 3 March 2009, Kaupthing was given permission to proceed with the applic
for judicial review, and, at that stage, the Court expressly recognised the importance of the case t
nation otkland as a whole.

The Court heard the main application on 10 July 2009, when evidence and arguments concernint
UK Treasury's intervention into the operations of KSF were presented.

The Court considered contemporaneous documents as well as witness statements submitted by th
Treasury and the Bank. The Court concluded that, although the contemporaneous documents pro
only an incomplete statement of the UK Treasury’s reasssng ps satisfied that a proper
process had been followed. The Court held that the UK Treasury had acted within its statutory po
and there had been no error in its datadimg process.

Collecting claims and enforcing sectingeBank otinues to enforce rights against its debtors in
case of neperformance of obligations. That includes enforcing pledges and other securities, taki
control of relevant entities etc.

Review unusual transacti®éhs. Resolution Committee continuegeto aayinusuabr irregular
transactions which are brought to its attention and concern the Bank. Any transactions which r
further reviewing will be given appropriate attention and handled accordingly.

Findng solutions for the Bank's main branobesubsidiarie3he ResolutiorCommittee has
conductec substantiahmount ofvork abroad to: i) secure the future business of entities, ii)
restucture and sell off entiti@sclose down entiti€sirthermore, membefghe Resolution
Committee or representatives have been nominated by théocseplactdermer representatives

of the Bank subsidiaries which can still be effectively controlled by the Bank

Policy formulation regarding the BhaekResolution iGmittee is focused on finding the best
possible closure for all relevant parties in a realistic time frame and distributing the resulting valt
creditors.

The next two subchapters below discussrdmastatus of each of the Bank's subsidiaries and
branches.
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3.4 Currentstatusof the Bank's subsidiaries

Foreignusidiariesf the Ban&knd their branches directly responsible for the deposits made with
them.These entitieseanot governed by IcelandicTlagy rights of depositors regadeipgsits

made with a subsidiaryhef Banlor branch of a subsidiaiy be determined by thedad
regulationspplicable toathentity.

The table v summarizes the status of each subsidiary of the Bank.

Name of subsidiary Current status

FIH Operational and owned by the Bank
Norvestia Operational and partly owned by the Bank
Kaupthing Bank Sweden Partially sold and its remainder wound dowv

assets transferred to the Bank

KSF Inadministration

Kaupthing Singer & Friedlander (Isle atdvg In lquidation

KaupthinBank Luxembourg (KT Lux) Dissolved
Kaupthinyew York Inc. Dissolved

Kaupthing Kabushiki Kaidyaaih Has been wound down
Kaupthingdong Kond-imited In liquidation

More detailgn each subsidiary pirevided below

FIHis asubsidiarwholly owned bye Bankit is a Danish full service corporate & investment bank
speciating in lending to DarismpanieI he entity was acquirethbyBankn 2004The entity is
operational and is no longéeprocessf beingold The Bank remains the sole shareholder of FIH

and two representatives oR#solution Commitege board membefselCBholds the entity's

shares of the Bank as pledge against a EUR 500meHdoard ofiirectors of Flivas adopteal

plan to adjust and focussKlre activities to meet the current market situation of the financial sector
As part of thagljustmenEIH has closed down the equities tradegrch angealth management
departmeniThese business @asewvere not expected to contribute positiiely éarnings on a

shorterm or a mediderm basidn thefuture, FIH will focus on the core busirasdoans to

corporate customers supplemented by two advisory units: Corporate Finan® @fiéH Partne
Financial Solutions (advisory related to strategic risk management and liability Timanagement).
Resolution Committee believes FIH is a strong bank and that selling it in the current market enviror
does not align with the interests of tharBhit& creditors because its value is presumably much
higher when markets recover.

Further information on this entity can be fowndfidit dk


http://www.fih.dk/

Norvestia Oig a Finishpublicly listed Investment Company. ThewBasn&ppro82% of the
outstanding shares and holds 56% of the voting rights. The Resultigen h@®nwo
representativen the board. Initially, the Resolution Committee received offers for the Bank's shares
Norvestia which were about 40%th@anethe net asset value. The Resolution Committee concluded
thatthe offeredrice was unacceptable and decided to hold on to the sharesti$&nBakhes

received EUR 1.25m dividend payment and the share price has risen about 30%e Furthermore,
Resolution Committee has received more feasi
has increased by approx. EUR 25m.

Kaupthing Bank Swedeasubsidiarwholly owned biye Bank through Kaupthing Sweden AB.
Following the opening of a Stockholm branch in SepteriteBa2008cquired both the Swedish
securities firm Aragon and JP Nordiska BanKlihdd@02cquisitions became the foundation for the
Swedish operation, which grew organically in the fpargKaupthing Bargwederoffered
integrated financial services to institutional investors, conm{pagtieseamebriimdividuals. These
services includleorporate bankimgyestment banking, capital markets services, asset management
and comrehensive wealth management for private banking clients.

After 9 October 2008, the Resdlimmmittee managed to keep the entity operational with support
from the Swedish government. Without the Resolution Coropettatts ceith Riksbanken, the
Swedish Central Bank, and the Swedish Financial Authorities (Finansinspektionen), the entity w
most likely have been closed down and the assets sold at a fire sale to cover the liabilities. Instea
ResolutioBommittee managed to dispose of esgaia after a structured sales process while other
assets were transferred to the Bank.

Shatly after the fall of the B&akipthing Pension Consulting and Kaupthing Finans AB were sold as
these business lines did not constitute a core businggbifg 8aaden and the latter would have
required continued financial support. At the end of March, the Resolution Committee close
transaction with Alandsbanken Abp where the latter acquired the private banking, capital markets
asset management ass#tKaupthing Bank Sweden. The private banking, asset management and
capital markets businesses had substantial funding needs in 2009 which did not align well with
current status of the Bank.

The Resolution Committee believes that the transaction with Alandsbanken Abp constitutes a gooc
for the Bank as the sale prisereasonable and enabled Kaupthing Bank Sweden to pay 100% of
subordinated loans to the Bank of some SEK 6bn (trsfeughf tiasets worth SEK 6bn) and
around0% of its equity. This transaction also freed up cash for the Bank since Riksbanken returne
the Bank EUR 170m it had pledged, plus Icelandic government bonds of ISK 9.5bn which are curt
with the ICB.

Thecorporate loan portfolio and some other loans and equity positions have been moved to the E
as a payment for the subordinated loan and are now under management by the Nordic as
management team of the Banks. These assets fit well with thepotiisrtiaesdgank is currently
managing. This portfolio accounted for the majority of the Swedish corporate banking assets of
Bank.

Deposits hlby Kaupthing Swedave been repaid to depositors. The repaymedimaly

funded with a loan frRiksbankenthe Swedish Central Bhok theabove mentionedleto
Alandsbankeailoved for immediate repayment of the fatilyfacility was put in place in early
Octobetast yeaby Riksbanken in order tarpkhingBank Swedento be able to pay back all
deposits. Riksbankeasvery cepperative but a repayment was required at the earliest convenience
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If the entity had not to been sold, thenebstantiaisk that only the deposits which had already
been paid and perbdpe Riksbanken's facility could be repaid. However, this sollittoee enable
Bank to settle the Riksbanken facility as wetitieving sizable loan portfolio case of a
bankruptcy of the entitg, recovery of the subordit@d@dad presumbbbeen very lothere

would havdeeruncertainty oeow mucthe Bankhad retrieved from the Swétbsitral
Bankand the equity would have been worltilegsulbf the transactiorthsreforéhatassets of

appox EUR 800m at nominal wakreretrieved

Further information on this entity can be found at www.kaupthing.se.

KSFis a wholly owned subsidiatlye@ankacquired in 2005wks an established bank in the UK
offering integrated financial services to companies, instiegtonsland individudlkese
services includleorporate bankjmgvestment bankitrgasury servigend comprehensive wealth
management sares foprivate bankietjents.

On 8 October 208&Fwas taken intdministration aMhggie Mills, Tom Burton, Alan Bloom and
Patrick Brazzill Bfnst & oung UK,were appointeds administraterKaupthing EDGE UK was
transferred by the UK TreasumtN@Groupand laer the same dathe entity was put into
administratiam the applicationtted FSA

Further information on this eatitype found dmeliquidatotsvebsitevww.kaupthingsingers.co.uk.

Kaupthing Singer & Friedlander (Isle of Man)sLanwt@dlly owned subsidiatiyedank The
entity carried out traditional banking activities as well as asset management activities for a br
spectrum of corporate pridate customers along

At a hearing in the Isle of Man High Coudnasdag 27 May 2009, a WiadiQgder was made
placinghe Company into liquidatibichael Simpson of Pricewaterhouse GoupBester Spratt of
PricewaterhouseCoopers (London) were appointed as joint provisional liquidatord dbihie entity
Deemed Official Receiver at that time.

Further information on this entity can be found on the administrators’' website
www.kaupthingsingers.co.im

Kaupthing Bank Luxemb8ufg("KT Lux'Wasa wholly owned subsidiathesBark. Kaupthing

Bank BelgiuandKaupthing Bank Luxembourg, Geneva \Beagtmanchesf KT LuxThe main

services offered KaT Luxwee privatebanking andealthmanagementOn 9 October 20087

Lux'shoard ofiirectors applied &suspension of payments status with the Luxembourg District Court
sitting in commercial matkeFsLuxvas granted this statinsl its management was monitored by
administratorsThe Court appointed PriceWaterhouseCoopers Luxembourg, represented by Mi
Emmanuelle Cartinniaux and Mr Franz Fayot, to act as KT Lux's admihisti@¢orsion also

appied to the Belgian branch of KT Lux.

KT Lux together with ienagement designed a restructuring plan approved by its creditors and the
Luxembourg District Court. The plan involved a corporate restructuyiresoltiKg inudividing it

up. As of 13 July 2009 the banking operations were transferred to Banque Havilland S.A., a ne
created Luxembourg company which provides private banking service. Furthermore, some of KT
assets and lialelg were movedaesecuritisation company called Pillar Securitisation S.a r.l. Due to
this divisioiKT Luxvas dissolved without being liquatadetthe administration period is therefore

over.

Further information on this entity can be found on thexweksitpthing.lu



http://www.kaupthingsingers.co.uk/services/corporate-banking
http://www.kaupthingsingers.co.uk/services/investment-banking
http://www.kaupthingsingers.co.uk/deposits
http://www.kaupthingsingers.co.uk/services/private-banking
http://www.kaupthingsingers.co.im/
http://www.kaupthing.lu/

Kaupthinglew York Ingasa wholly owned subsididityie Bank established in 2000. The entity
focused on securities brokerage and investment bankinga$veeirdiytwo other subsidiaries of
the Banlkn the United Stateasbeen dissolved.

Kaupthing Kabushiki Kaisha (Jé&@anpeerwounddownwithout the need for any insolvency
proceeding

Kaupthing (Hong Kong) Linsitednsolvent liquidation.

3.5 Currentstatus of the Bank's branches

According to the Disbursement Act, depadéasbyrivate individuals anchganiesre priority

claims. Whether the legislation applies to depositors depends on which entity in the Kaupthing G
they weradepositedvith. The legislation only applies to Icelandic financial undertakings. The
Resolution CommittetheBankanticipates thiditeBank will be able to pay back its deposits which
have been definesl @riority claims, made at the parent candanyranhes belonging to the

parent company

The table below summarizes the status of each branch of the Bank.

Name of branch Current status

Kaupthing EDGE Austria Has been wound d@md is in the process of
being deregistered

Kaupthing Bank Finland Has beewound dowand assets transferred
the Bank

Kaupthing EDGE Germany Is being wound daavidhas beederegistered

Kaupthing Bank Norway Under administration and assets transferre
Bank

Kaupthing Bank Dubai and Qatar Has been wound d@md is in the process of

being deregistered

More details on each brarehproviddaklow.

Kaupthing EDGE Ausgria branch of the Bank. It was established in 2008 and offered competitive
solutions for depositors. Depositors have now been phal draitk. has been wound down and is
in the process of being deregister

Kaupthing Bank Finlaved a branch ofie Bank The brancbffered a wide range of investment
banking services to companies, institutions and wealthy privatd-oldwithgatee appointment
ofthe Resolution Committe&itmashiSAtook charge of the branch db@ober 2008.

A fewdays afte® October 2008e Resolution Committesaged tprevent the entitpm going

into administratialong with the associated potential fire sale of assets to protect the asset base of tt
Bank In ceoperation with the Finnish authoriieRedlolution Committee negotiated loans to the
entity with three commercial banks in Finland which were guaranteed in part by the Finnish authol
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This enabled the entity to repay deposits in thd heacredit portfolio and certain otherassets
KaupthinBankFinlandvere pledged againssaiiears. There was a pressure to sell assets to repay

the loans from the local banked t he Bankads | ocal operati or
management of assets suffd@ieel.asset management operatisrnsolds well as a parttbé

loan portfoli®he emaining part of the loan potittdibeen transferred to the parent company and
isnow managed by specialists in the asset mantganTdre branch was closed duivtine end

of Januaryad the entity ended up in administration, the assets of the entity would have been sold
order to pay back depositors and it is unlikely that any assets would have been transferred to the
in Icelandlherefore, the ResoluBommittee believes that this wagshsolution for the Bask

it prevented potential fire sale of asgkisstead, assets of @pfEUR 107m at nominal value
wereransferred and consolidated on the balance sheet in Iceland.

Kaupthing EDGEermanys a branch of the Bank. It was established in 2008 and offered competitive
solutions for depositors. The operation was seized by the German government, and its assets froz:
the German Financial Regulatory Authority, BaFin. On 22 JuBaR@0#téteits freeze on the

assets of the Bank.

Since last year, the Bank has worked haopénation with the German authorities to develop a
solution which fully ensured the secure repayment of deposits to the Bank's customers.

In midApril, th&ank announced that it had secured sufficient funds to reimburse all Edge deposits
Germany. In mithy the Bank was ready to start the repayment process and sent letters to more the
34,000 depositors.

On 22 June, the repayment process comaratisetbw nearly completedp®/ments to Edge
depositors in Germany amwunto appx EUR 322n©nly333depositorghereof 313 with less
than EUR 10&@xestill remaining due to lack of confirmation or incorrect personal details.

The full principal of the deposits was paid. Depositors who intend to file a claim for interests are al
do so as the formal process of filing claibegimasFurther information on the process of filing
claims can be found on the Bank's welsitéaupthing.com

When these repayments have been concluded, Kaupthing Bank will have repaid all deposits define
Icelandic law as priority claims, i.e. all foreign deposits made at branches belonging to the pa
company.

DZ Bank AG, which was appointed as the payment agent for the entity's customers, seized EUR
which in the opinion of the Bank should have been used to reimburse the entity's depositors. The
every indication that this matter will Have tor esol ved i n court but [
decision to pay out all Kaupthing Edge Germany deposits.

Kaupthing Bank Norwgag branch dfie Bank Kaupthing entered the market in Nar2@Q3,

whenthe Bank acquired Tyren Holding AS,sah rmanagement company. The kpemabed
comprehensive financial services including asset mamegaeeatate entdapd private banking

to wealthy private individuals, investment banking and capital markets services to compan
institutionahvestors and private clidntadditiofit, had started to provide their chght®anking

services, adding retail banking and corpokatg bisrange of services.

On1l October 20Be Norwegian governrpéaited a freezing ordethenassets of the entity and
related companies atated the operation of the branch under admimmstrederation with the
Norwegian government, the ResolCommittee managed to prevemintlediatsaleof assets

from th entityincluding he Bank&os p owhiclwoulnl have been 8ongey adkr a n d
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depositordnstead, theegosits held by the bramererepaid to depositbssthe Norwegian Banks'
Guarantee Furd Februaryhe Resolution Committeettmmadministrators in Nomgaghed an

amicable agreement which included release of the assets which were under administration in Not
As a result, the majority of the corporate loanhasrtieldransferreth the Bank ilcelandgind

other assetsaved from imminent fire sale. This agreement also prevented lengthy and very cos
process of dealing with the administrators and netting IfitbeeRégolution mittee had not

managed to preventithmediate sale okats from the enttty entity had presumably only been

able to pay back part of the deposits and no assets would have been left to be transferred to the p
companyThe result is thatminent fire sadé assetsvasprevented which resultecktinevabf

assets of appt EUR 300m at nominal value.

Kaupthing Bank Dubai and Qaetwo branches of the Bank, one in the Dubai International
Financial Centre and one in the Qatar Financial Ceestaplisited in 2007. Branches

focussed on providing investment banking services in the region. The ongoing operations of
branchebavebeen sold tive Bank'previos management in Dubai and.Qégamproceeds from

the sale are held by the Bank.

36 Thecurrent organizationatructureof the Bank

The Resolution Committee shares the creditors' desire to maximize thBarddiseestatesand
recognizes that this may take a significant period of timeAs@evienslgiscussed, one of the
Resolution Committee's main aims is to safeguard the value of the Bank's assets until they
transferred to the creditovshiateveform. In order to achieve this go&etumution Committee

must possess the requiskgertise to manage the assets and to provide the necessary services.
Thereforghe Resolution Committee has hired exparisus fields manage the Benassets,

which include the loan portfolio, bonds, sharesgarsiibmieiaries and branches.

Theanalysi®f the taskefthe Resolution Committeslinedn subchapte3.3Main taskef the

Resolution Committee todag the first step towandding the work of the Resolution Committee

and the Bank more efficient. The Resolution Committee's next step in this process was to hire ex
with the requisite knowledge of the tasks of the Rasoloitd@e and asset management.

TheBankoperats, todayas an asset management company whéeertoggals are the key factor.

It is clear frothediscussi@theResolutioommittee has had with several creditors that the main
focus for creditors is for them to recover as much of theipoksinke alsut the time frame for
getting reimbursed is more flexible.

As stated above, the Resolution Committee has hired skilled emplagdeis spediglids

whichthe Bank most needs them. Four divisions have been created whichRepoltttonthe
Committee and each division has a managing director responsible for the operation of that division.
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Moratorium Supervisor
Olafur Gardarsson
Attorney to the SuPreme Courtof
Iceland

External Legal Counsel The Resolution Committee

Weil, Gothsal & Manges UK

Steinar Thor  Gudgeirsson , Attomey to the Supreme Courtof Iceland - Chairman .
Secretary of the Resolution

Johannes Runar Johannsson , Attomeyto the Supreme Court of Iceland Committee
Edelnalbnancalitisos Knutur Thorhallsson , Certified Public Accountant
Morgan Stanley Theodor Sigurbergsson, Certified Public Accountant . .
Media Relations

Asset Management Legal Counsel ¢ Creditor Management

Europe Portfolio Nordic Portfolio 14 employees 21 employees 3 employees
11 employees 10 employees

Asset management

The asset management division is the laigest o the Bank. There aren#ployees in this

division, most of whom are very experienced in the investment & corporate banking field with up 1
years experience in the industry from international reputable financial institutions. In this team, the
has hired specialists witliversified background and expdy@hadomestically and internationally,
across corporate finance, corporate banking, private equity, lever@ugrdiraraieand capital
restructuring and workouts supported with a team of legal sheitdistsveiexperience across

all legal aspects of banking transa&ems. members of staff have worked on both sides of the
fence, that is whilst employees or managers of respective businesses anblaaikindysidehe

The specialists in thesetsmanagement division lead the projects internally and the process is
supported by an external advisory service as needed. Tasks where the asset management
engaged with external advisers include corporate finance advisory, due diligenoesseports, busi
verification, tax planning and appraisal and valuation.

Theroleof the unit is to develop the Bank'pastef loans and secsritigh the ultimate goal of
securing maximum recovery from these assets. This is amongst otheadiivaadyagement

of every asset, maintaining a cash flow plan for the Bank's loan portfolio which is updated regularl
assessing the capital requirements of the asset portfolio and the Bank's capacifyhéo meet this.
Bank's loato customedportfolio consists of more 1i&8bhorrower groups and the total oditsga

notional is around ISK 440bn as at 30 June 2009

The objective of the division is to maintain and support the Bank's asset portfolio, increase the val
the asset portfoliodaprevent a "fire sale" of assets. It is expaictbd asset portfolio will be self
financing and instalments and interest payments on the loans will be sufficient to support other ass
needed. Furthermore, it is expectenh i current emrimentees generated from the loan
portfoliavill cover the costs of running the asset management division.

Legal counsel

The legal counsel division prosiggsrt anidégal advice the Resolution Committee and all the
divisions within the BankesdedThere are several legal experts in this division with extensive
knowledge in financial legislations, the Icelandic bankruptcy legislation and the legal aspects of ne
and sebff.The division also supervises the hiring of outside legalotperiseland and abroad,

and the work they prowddd is expectdd have the requisite expertise on legal aspects of all
agreements and related documents. The division also has an overview of all legal agreements an
services provided and dostared by external legal advice.



Finance

The division is responsible for executing a
provided by the Finance Committee whichdsrarsittee of the Resolution Committee. The finance
divisiortan be broken into fourdiuisions:

Accounting and Reportirigch is responsible for all accounting procedures. The unit prepares
financial statements which are issued in the Creditors' Repuralbems well as other reports
more frequently for internal purposes.

Portfolio managemisntesponsible imontoring and analysthgloanandsecuritieporfolics in
addition to manag.i nTge ubhithpeovidBsaemt&ndive suppors to the assee r v
management teairhis entails tasks like loan administrative matters, collateral analysis, covenan
monitoring, cash flow projections, credit risk analysis, internal and external reporting etc.

Operationwhichis responsible for dayay operations, records manageamehhuman resource
matters.

Derivativesvhich is responsible for valuations of outstanding unsettled derivative trades an
management of open trades. In addition, the unit is responsible for the preparation of settlement nc
to counterparties arfteoback office functions in relation to the settlement of the derivatives book.

Creditor management

Creditor managemisniesponsible fetations with creditors. The team manages the relationship with
Morgan Stanley, the Bank's financial advisor and provides them with the necessary support. The
also organizes and prepares meetings, conference calls and memos to the ICCtasd other cred
when needed. In addition, the team maintains the online information centre for credito
www.kaupthing.com

Internal committees

Tofurther strengthen the infrastructuteeangderatiortd the Bankourworling committeegere
establishedarly this yeafhese committees have at least weekly meetings and work within formal
guidelines to resolve the tasks at hand.

TheAsset Committeas the role of both credit committee and investment committee in a traditiona
financial institution. It comprises two members of the Resolution Committee and three MDs of the ,
Management team. Cases related to the assets of the Bank are ifresemed Wy the
employees responsible and can range from a simple waiver request to a request for disposal of as
If the Asset Committee wishes to approve a drawdown request or a request for disposal of assets
case is referred to the Resolutiom@tee which makes the final decision to approve or decline the
request.

TheFinance Commitisaesponsible the Bari&finances. Its main role is to formulate the finance
divisio® strategy in terms of Hadping and accounting proceduresommittee is responsible

for all financial disclosure bgtérnally and internédlythe Resolution Committeeitansub
committeeg he FinaecCommittee defines which mnadehe Bank adhsti® both with respect to
accounting rules antkrnationatandards and internal work procedures. The committee develops
and overseele execution of budgetary plans. The commetponsible fmuidity management

of cash and cash equivalents.

The Inspection Committeas the role akvieving transactions, identified by the Resolution

Committe@ndto prepare and commence legal proceedings against parties that might be in debt to t
Bank due to those transactions, or are alternatively responsible for potential loss of the Bank rest
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from the transactions. Theisgim other words, to realise all possible claims which tighBank m
have against third partreselation téhe specific transactions mentioned above, including claims
arising fromnusual actidny the former managenaoénhe Bank or third parties. Thesuhittee

consists of two members of the Resolution Committee in addition to the former Intieenal Auditor o
Bank.

This committeas alsoresponsible for all correspondence and communication with the Special
Investigation Commission ("SIC"), operating under the provision of Act No. 142/2008, the FME anq
Special Prosecutor, operating under the provision of Act No. 135/2008.

TheSetoff and Netting Commikeesponsible fmepaation ohetting and seff casescollection

of claims deriving frderivative contracts and related matierSebff and Netting Committee
consists of one member from the Resolution Committee, one meridedingdp Cemmittee
and one employee fidaupthingrlhe commitevas originally established in Februavgadoet
established in the beginning of fdloeinghe appointment of iMndingup CommitteeThe
participation of tiiéndingup Committeés needed for the set off pro@ests currentroleis to
evaluate all claimsoughtagainsthe Bank, including claims that might be usedofrTeet
collection process of derivatives asmgoingut no actual s&ff has been executéds difficult
to evaluate the number cbfatases since such cases might come up in the proedissof
filing their claims.

3.7 Corporate communications and creditor relations

In order to improve communications and relations with stakeholders and the general public
Resolution Committee has appointed ldeddzirBjsdottir as Communications Manager. The role of
the Communications Manager is to formulate a corporatatmmmnuaiicy, manage media
relations and promote the function and activities of the Resolution Committee and the Bank in Ice
and abroad. The Resolution Committee regularly looks for ways to further improve its corpo
communications function i todelucate and foster transparency in its activities.

As this report clearly shows, relations with creditors are extensive and regulated. Since 9 October :
several meetings have been held with creditors to discuss how things are progvéssingrand to |

to express their views. In addition, weekly conference calls are held awith rttesmiéa@s of
Morgan Stanley, the Bankés financial advisor

The websiteyww.kaupthingngois a place where creditbes media, authorities and other parties

can access regular updated information about the Bank. Interested parties can send questions, rea
latest announcements and updatesaankkep abreast of the main developments since 9 October
2008. The websditas been updated to include material relating to thep/Godingttee, swash
informatioantheBank's claim registrapooces. Additionally, the content of the front page was re
organised in order to improve user access and to enable hsaibetdossmews and updated
materialThe site was launched a year ago, in the beginning of October 2008, and since then the
have been ady 1,152,000 page views hp@6isers.

This report for creditors is currently updated once a month and to facilitate overview by frequent re:
the Bank provides a summary of the main updates in each report. Numerous questions are sel
craitorcontact@kaupthing.eochwindinaup@kaupthing.cavery day which the Bank aims to
respond to as quickly as possible.

It is the aim of the Resolution Commltte@tdransparent as possitleefore, th€ommittee
has gone well beyondeigalobligations in its efforts to inform creditors and others on the progress of
its work andtends toontinue to do so.


http://www.kaupthing.co/
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4.  Financiahnalysis
41 Esti mated valuation of the Bankoés a

Statement of compliance

Thefinancial informationthis subchaptéias beerprepared in accordance with Rules on the
Financial Statements of credit institutions (834/2003) that concern valuation of assets and liabil
taken into account the current moratorium status kf thdd@amot include all of the information
required for full annual Financial Statements according to Tire Ro&xcial information is
presented in Icelandic krona (ISK), rounded to the nearest million.

The valuation of assets and lialiia¢30 June 2009 and 31 December 2008 was prepared by the
Resolution Committee for Kaupthing Bank hf., the parent company. It is neither audited nor review:
independent auditdrst were prepared with assistance from PwC in TbelaRésolution
Comriitee emphasizes that the valuation herein is a historic valaatiooneniyhich only takes

into account the Bank's current strategy, to safeguard and increase the value of the Bank's as
achieved to 30 June 2009 and not thekeafttempts veemade at this time to assess the possible
future value of assets, nor to estimate |ike

The valuation of assets and liabilities does not take into account the-offysetofifisgtact
could clearly make a difigedo overall creditor recoveries. Further information will be provided on this
matter as it becomes available. Further infomsstufiiis provided in note 25.

A formal process for the creditors of the Bank to file claims against the BxhKibena20Gsh

and will end on 30 December 2009. Until all claims have been filed, the real and accurate amou
liabilitieand priority claimsuncertaitn accordance witbt no. 44/2004| liabilities are fixed as at

22 April 2009.

Due touncertainty in valuation of underlying collateral, potential deficiency claims resulting frc
insufficient collateral in secured funding agreements has not been accounted for herein.

Asnb ed i n t hi stheraetyabrealisabke vatle dBand’'saaissets and liabilities may
differ materially from the values set forth herein. Factors which may lead to material differences inc

(a) Resolution of issues regarding the quantum of claims

(b) Additional claims being made against the Bank

(c) The realisation method(s) used over time

(d) The impact of set off and netting including in connection with derivative contracts
(e) Movements in currency exchange rates and interest rates

(f) Prevailing market conditions when assets are sold

Reaers' attention édsodrawn totherterms of the disclaimer at the beginning and the end of this
report.
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Valuation methodology

The valuation methodology for each asset class is abbreviated below .

Cashinhand ........cc.cccocerne

Loans to credit institutions ..

Loans to customers at fair value ....

Bonds and debt instruments

Shares and instruments w ith

variable incomeé:

Derivatives and unpaid

derivativesééééé

Investments in subsidiaries

Borrowings ..

The balance of all cash accounts as at 30 June 2009 w ithout any discount

Is valued at amortised cost. Estimated credit risk of the counterparty has been taken into account in
provisions for losses.

Loans to customers are valued at fair value. The fair value is based on market transactions w here
possible or recognised valuation techniques.

The values assigned reflect the market fluctuations in general by taking into account various loan
indices w ith appropriate discounts for the Kaupthing portfolio due to lack of liquidity and the small-
scale size of these exposures.

The valuation only takes into account the current strategy of the Resolution Committee, to safeguard
and increase the value of the Bank's loans to customers portfolio achieved to 30 June 2009 and not
thereafter.

Listed: the market value as at 30 June 2009

Unlisted: similar valuation methodology w as applied to this category as in 'Loans to customers at fair
value'

Listed: the market value as at 30 June 2009
Unlisted: similar valuation methodology w as applied to this category as in 'Loans to customers at fair
value'

The calculated amount of derivative assets and liabilities before provisions is based on the bank's
ow n valuations, w hich may differ from the final settlement amounts. When determining the value of
more complex derivatives and structured products, the Bank is using the services of a leading
independent company w hich specializes in derivative valuations and risk management services.
Derivative assets and liabilities w ith the same legal entity are netted.

Default valuation rules under the ISDA framew ork generally favour the non-defaulting counterparty
w hich may result in adverse effect on the value of the derivatives assets and liabilities. Once ISDA
derivative contracts have been terminated the non-defaulting counterparty must determine the net
amounts owed by or to the defaulting counterparty. Close out notices providing details of such
calculations enable the Bank to reconcile amounts. In some cases, either no close out statement has
been received or has been inadequately detailed. Some provisions were made to the Bank's
valuation of ISDA derivatives to account for potential disputes in valuation. For Non-ISDA
counterparties, a significant valuation adjustment was made on derivative assets to account for
credit, liquidity and collateral risk associated w ith each counterparty.

The Bank's calculations on foreign exchange derivative contracts, where ISK is one of the
currencies, are based on the official exchange rate of the Icelandic Central Bank (ICB). Several
counterparties have disagreed with the Bank's valuation, claiming that a different FX rate should be
used, such as the exchange rate published by the European Central Bank (ECB). The Bank has firmly
rejected to use any other exchange rate in such circumstances as this is explicitly provided for in Act
no. 36/2001 on the ICB. It is clear that in many cases there will be disputes and in most incidents the
policy is to let the courts decide. It will therefore not be possible to settle these cases until these
disputes have been settled and the amounts involved depend greatly on the outcome of such cases.

The book value of subsidiaries is an estimated fair value as at 30 June 2009

The book value of borrow ings is at notional amount and accrued interests at 22 April 2009. Interests
accruing after this date are included w ith subordinated liabilities.



Balance Sheet
as at 30 June 2009

Notes 30.6.2009 31.12.2008
Assets
Cashin hand .. 1 98.799 77.963
Loans to credit institutions ... 2-3 442.923 522.714
Loans to customers at fair VAIUE ............oooiiiiiiiiiiiiiiiiccee e 4-8 439.521 337.023
Bonds and debt INSIIUMENTS ..........uiiiiiiiiiiiii e e e 9-10 119.064 115.931
Shares and instruments w ith variable INCOMe ................ooiiiiiiiii s 11-12 214.600 161.851
Derivatives and unpaid deriVALIVES .........ccoiiiiiiiiiiiiiiiiiee et e e e e e e e e e e 13-14 246.073 233.862
INVEStMENES IN SUDSIAIAIIES ......eeiiiiiiiiiiii it e e e e e e e e e 15 135.562 129.464
(@1 gL =TT oY= (=TT P PP PP PTPPPR PPN 16 9.102 13.361
Total Assets 1-16 1.705.644 1.592.169
Liabilities
DUE t0 Credit INSTIULIONS ...ciiiiiiiiieiiet ettt e e e e e e ettt e e e e e e e e e e e s reeaeeeeaaeas 17 151.808 173.892
[0 7=T o0 E] | £ PSP PPPPPRPPY 18 2.140 54.775
Derivatives and unpaid derivatives . 19-20 136.296 138.751
Borrow ings 21 3.237.006 3.091.636
Liability to New Kaupthing Bank hf. in return of assets and liabilities transferred ............... 22 43.335 41.027
OthEr NADIILIES ....eeeieieiieee ettt e e e e et et e et e e e e e e e s aenannneee 23 108.302 125.177
Total Senior Liabilities 17-23 3.678.887 3.625.258
510 ] o o] o [ g =1 =Te [ (o 7= T IS PP PP UPUPPPPPPPPPON 422.624 400.677
Interest expense from 22.4.2009-30.6.2009 ..........coooiiiiiiiiiiiiiieiiee e 27.804 -
Total Subordinated Liabilities 450.428 400.677
Equity
Share capital 7.270 7.270
Share premium .. 136.471 136.471
RELAINEA EAIMINGS ...euttiiiiieeiee ettt et e e e e e e sttt et e e e e e e e s sa s bt eeeeeeeeeeeeaeesaanbnnbenaeeaeaaans (2.567.412) (2.577.507)
Total Equity (2.423.671) (2.433.766)
Total Liabilities and Equity 1.705.644 1.592.169
(@1 T 18] Fo g 407 U1 To ) o I PP PP TR 24-25
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Notes to the Balance sheet

Cash in hand

1.

According to FMEs transfer decision from 21 October 2008, all cash balances w ere transferred to New Kaupthing, resulting in the Bank's
cash balances being wiped out. The primary drivers behind positive cash position at year end are proceeds from 'Loans to Credit
Institutions' (principal repayments and interest payments) of ISK 38.808 million and 'Loans to customers at fair value' (principal repayments
and interest payments) of ISK 26.052 million.

The increase from 31 December 2008 in recorded book value of cash in hand as at 30 June 2009 is driven by proceeds fromthe sale of

the Bank's subsidiary in Sweden of ISK 27.647 million and 'Loans to customers at fair value' (principal repayments and interest payments)
of ISK 36.323 million less repayments to Kaupthing Edge Germany depositors of ISK 57.368 million.

Loans to credit institutions

30.6.2009 31.12.2008

2. Loans to credit institutions specified by types of loans: Unpledged Pledged Total Total
BaNK QCCOUNLS ....ooiiiiiiiiiiiiiie e s 21.334 281.785 303.119 354.775
OVEIAFATTS ..ttt ettt ettt ettt et et e et et 12 - 12 12
Subordinated 10ans to SUDSIIArIES ..........ccoveeiiiiieiiii e 17.911 118.239 136.150 133.528
Loans at fair value - - - 29.578
Other loans .. 9.950 - 9.950 13.647
Provision for losses ... . (6.308) - (6.308) (8.826)
Loans to Credit INSTITUTIONS ... 42.899 400.024 442.923 522.714

All unpledged bank accounts are currently frozen. The Bank is currently attempting to retrieve these bank accounts. The pledged bank
accounts represent collateral posted under derivative trades and repurchase agreements.

In a report dated 15 November 2008 loans from and to credit institutions w here netted in 'Loans to credit institutions'. At 31 December 2008
ISK 173.892 million are reclassified to ‘Due to credit institutions'.
Of subordinated loans to subsidiaries, the pledged position is a loan to Kaupthing Mortgage Fund.

Loans at fair value loans to credit institutions 31.12.2008 are subordinated claims against Kaupthing Sverige AB. Follow ing the sale of
Kaupthing Bank Sverige on 14 of February 2009, an agreement was reached in which Kaupthing bank Sverige AB were to transfer a
portfolio of loans, w ith book value of SEK 4,5 billion, to Kaupthing hf. to meet the claims. Estimated fair value of the underlying loan portfolio
w as ISK 29.578 million in 31.12.2008. This loan portfolio is included in loans to customers at fair value 30.6.2009.

Loans to credit institutions specified by counterparties: 30.6.2009 31.12.2008

Unpledged Pledged Total Total
Domestic ... 1.117 696 1.813 2.135
Foreign 23.360 252.266 275.626 308.675
Subsidiaries and subsidiaries taken into administration .. . 18.422 147.062 165.484 211.904
Loans to credit iNSTITULIONS ...c.iiiiiiiei e 42.899 400.024 442.923 522.714

Loans to customers at fair value

4. Loans to customers at fair value are also show n at carrying value, i.e. notional value including accrued interests:

This specification includes pledged positions. 30.6.2009 31.12.2008
Carrying Carrying
value Fair value value Fair value
LOANS 10 CUSTOMETS ittt 1.363.696 439.521  1.184.829 337.023

The loan portfolio w hich was transferred from Kaupthing bank Sverige AB is included in ‘Loans to customers at fair value' as at 30 June
2009.

Principal repayments and interest payments proceeds fromthe loans to customers portfolio in H1 2009 amounted to ISK 36.323 million.

Loans to customers at carrying value specified by sectors:

This specification includes pledged positions. 30.6.2009 31.12.2008
Carrying Carrying
value value
INAIVIAUAIS ...ttt 175.738 139.598
Industry 220.588 189.632
Real estate 184.631 149.062
L= V(o] =T TP PP PPPRPPPRN 167.864 97.087
=T [ SO O P TPPPPU PP RSPPPPPPRY 110.845 113.156
Holding companies . 504.030 496.294
Loans to customers at carrying value . 1.363.696 1.184.829



6. Loans to customers at carrying value specified by geographical region:

This specification includes pledged positions. 30.6.2009 31.12.2008
Carrying Carrying
value value
744.624 711.729
139.804 114.626
246.255 168.354
233.013 190.120
.. 1.363.696 1.184.829
*UK includes UK overseas territories and Crow n dependencies
7. Loans to customers at carrying value - breakdow n by currency:
This specification includes pledged positions. 30.6.2009 31.12.2008
Carrying Carrying
value value
559.555 472.095
224.484 218.841
237.807 238.437
34.230 29.342
37.321 29.246
127.901 65.957
108.078 103.099
. 34.320 27.812
Loans to customers at carrying value ...........cccoociiiiiiiiiiiiniiccieece s 1.363.696 1.184.829
8. Ten largest loans to customers at fair value - sector and country
This specification is of the fair value of loans to customers, and includes pledged positions. 30.6.2009  31.12.2008
(O Gl = o) o g o T e o] o - T 1Y T PRSP PP POPR 7,8% 8,5%
UK* / Trade 7,8% 7,5%
UK* / Real Estate 4,1% 3,4%
Scandinavia / Industry ... 4,0% 4,4%
Iceland / GOVErnmMENt rElAted ENLILY ..........oieiiitiiiiee ittt ettt et be e e b e e s e e et e e enneesbeeenneesaneenes 3,3% 4,0%
UK* / Service 3,1% 2,6%
UK* / Service 2,4% 2,0%
UK* / Holding company .. 2,2% 1,6%

Scandinavia / HOIdING COMPANY ........oiiiiiiiiiiiit ittt b et b e e e bt sbe e e be e sia e e sbe e saa e e sbe e eaeenane e 2,1% 2,8%

Scandinavia / Individual 1,6% 1,9%
Ten largest loans to customers of total loans to customers at fair value .... 38,5% 38,7%
*UK includes UK overseas territories and Crow n dependencies
Bonds and debt instruments
30.6.2009 31.12.2008
9. Bond and debt instruments are specified as follow s: Unpledged Pledged Total Total
Listed .... 9.855 87.043 96.898 94.441
Unlisted . 2.489 19.677 22.166 21.490
Bonds and debt iNSTrUMENTS ...ooiiiiiiiiieee e 12.344 106.720 119.064 115.931
30.6.2009 31.12.2008
10. Bonds and debt instruments specified by issuer: Unpledged Pledged Total Total
FINANCIAl INSTIULIONS ......oitiiiii et - 43.765 43.765 41.428
Housing FINANCING FUNG .........oiiiiiiiiiiici e 5.441 40.705 46.146 45.807
Government .... 4.414 20.273 24.687 24.682
Corporates 2.489 1.977 4.466 4.014
Bonds and debt instruments 12.344 106.720 119.064 115.931




Shares and instruments with variable income

11.

30.6.2009 31.12.2008

Shares and instruments w ith variable income are specified as follow s: Unpledged Pledged Total Total
Listed .. . 20.095 179.524 199.619 153.274
14.960 21 14.981 8.577

Shares and instruments with variable income ..o, 35.055 179.545 214.600 161.851

Allinvestments in associates other than Storebrand AS w ere transferred to New Kaupthing Bank hf. or impaired in the year 2008.
Kaupthing Bank hf. held approximately 20% stake in Storebrand AS. Half of the Bank's holdings, i.e. 10% stake, w as sold w ithin the year in
a forced sale, but the remaining 10% w hich w as classified in 'Investments in associates' in the last published financial information as at 15
November was transferred to 'Shares and instruments with variable income'. Of the remaining stake, 4,5% stake in Storebrand AS is
currently pledged.

30.6.2009 31.12.2008
12. Ten largest positions: Unpledged Pledged Total Total
TFAARIUK ...ttt bbb - 51.246 51.246 45.191
Service/UK - 48.489 48.489 26.285
Financial/Scandinavia - 30.462 30.462 28.351
Financial/Scandinavia 14.640 12.080 26.720 21.364
Industry/UK - 23.470 23.470 15.403
Service/Scandinavia . - 7.486 7.486 7.486
Industry/Iceland - 6.174 6.174 6.174
Industry/Netherlands 4.130 - 4.130 2.015
Financial/Canada 3.939 - 3.939 3.047
Industry/UK 3.427 - 3.427 1.184
Ten largest POSIitioNs total ..o 26.136 179.407 205.543 156.500
Derivatives and unpaid derivatives
13. Derivatives and unpaid derivatives are specified as follow s by status: 30.6.2009 31.12.2008
Gross fair  Provisions Net fair Net fair
value value value
DEIIVALIVES .. eeeueiitieeeeiie sttt ettt et e e st e bt eseesbe e st e s beeneesbeeneesbeeneesreeeeaneeneeaneenen 41.972 (17.555) 24.417 43.098
Unpaid derivatives* 381.012 (159.356) 221.656 190.764
Derivatives and unpaid derivatives 422.984 (176.911) 246.073 233.862
Colleteral received from COUNTEIPAITIES .........cieeriiiiiiieie e (143.517) - (143.517) (137.236)
Net derivatives and unpaid derivatiVes ........cccooeiieiiieeie e 279.467 (176.911) 102.556 96.626
*Matured and terminated trades, and unpaid cash flow from open trades
14. Derivatives and unpaid derivatives are specified as follow s by type: 30.6.2009 31.12.2008
Gross fair  Provisions Net fair Net fair
value value value
Open FX Trades, Asset Swaps & Interest Rate SWaps ..........cccccevvviicinininniccnne, 39.990 (16.726) 23.264 42.651
Open Caps, FIOOrS, BAITIEIS .......cciiiiiiiiiiieee sttt 1.982 (829) 1.153 447
Unpaid FX Trades, Asset Sw aps, Interest Rate Sw aps & FX Options* 378.713 (158.393) 220.320 189.493
Unpaid Credit Derivatives* (4.860) 2.032 (2.828) (2.693)
Unpaid Equity Options* 6.254 (2.616) 3.638 3.463
Unpaid Caps, FIOOrs, Barriers™® ..o 905 (379) 526 501
Derivatives and unpaid derivatives 422.984 (176.911) 246.073 233.862
Colleteral received from counterparties (143.517) - (143.517) (137.236)
Net derivatives and unpaid derivatiVes .......cccceeveiieieieeie e 279.467 (176.911) 102.556 96.626

*Matured and terminated trades, and unpaid cash flow from open trades

Collateral received from counterparties in relation to derivative trades is included in Due to Credit Institutions and amounts to ISK 143.517
million at 30.06.2009 and ISK 137.236 million at 31.12.2008.

The Bank had before the collpase received collateral from counterparties in relation to some derivative trades. This collateral was part of
the Bank's ow n funds and had been re-used, re-invested or moved to New Kaupthing in October 2008.

Therefore, to estimate the value of the B a n kagssts distributable to creditors as at 30 June 2009 the collateral already received w hich
amounts to ISK 143.517m as at 30 June 2009 needs to be deducted from Derivatives and unpaid derivatives on the asset side and from
Due to credit institutions on the liability side.



Investments in subsidiaries

15. Investments in subsidiaries at 30 June 2009 are specified as follow s:

Functional Ow ner- 30.6.2009 31.12.2008
currency ship Pledged Total Total
FIH Erhvervsbank, DENmark ..........cccceoiueiiiiiiiiciiieeiieenieceee et DKK 99,9% 91.168 91.168 86.213
Kaupthing Mortgage Institutional Investor Fund, Iceland ... ISK 100,0% 18.317 18.317 17.544
Kaupthing Sverige AB, Sweden .........ccccceevvviiiicnnene . SEK 100,0% - 5.734 5.403
Norvestia Oyj, Finland EUR 32,7% - 8.139 7.445
New Bond Street Diversified Credit Fund, UK .. EUR 100,0% - 5.898 5.898
Kirna ehf., Iceland ISK 100,0% - 5.375 5.375
Other subsidiaries and foreign branches ............cccccoviiiiiiniiiiiieee - 931 1.586
SUDSTAIANES .oiiiiiiiiiiiiit e 109.485 135.562 129.464
The Bank controls 56.0% of the votes in Norvestia Oyj and the company is thus considered to be a subsidiary of the Bank.
The book value of subsidiaries is an estimated fair value.
The equity stake in FIH Erhversbank is show n as fully pledged against a loan w ith the Icelandic Central Bank.
Other assets
16. Other assets are specified as follow s: 30.6.2009 31.12.2008
Accounts receivables ... 37.887 35.513
Sundry assets 1.233 3.804
130 Lo g E=To I o N Y =] PRSP RUSTI 1.954 3.466
PNt (U T=To I q o] o 1 = R OO PO O TP PP PRPPPPRPPIN 2.676 2.244
Prepaid expenses 566 779
Impairment on other assets . (35.214) (32.445)
[0 =T = TS = £ TP 9.102 13.361

Unpaid derivatives' w hich w as classified as 'Other assets' in the last published financial information as at 15 November w as transferred to

'Derivatives and unpaid derivatives'.

Due to credit institutions

17. Due to credit institutions specified as follow s: 30.6.2009 31.12.2008
Collateral accounts ... 143.517 137.236
8.291 36.656
Due to Credit INSTITUTIONS ..o 151.808 173.892
Deposits
18. Deposits are specified as follow s: 30.6.2009 31.12.2008
DeposSits iN GEIMANY DIANCK ....c.uiiiiiiiii et s b e b et e et e e e b e e e sbr e e eibeeeareeas 2.140 54.775
15T o Lo RS | TP T OO PP PO PO P P UPPRPPRPP 2.140 54.775

The deposits in the Germany branch w ere defined as priority claims acc. to Act 125/2008. The vast majority of these deposits w ere paid in

H1 2009.
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Derivatives and unpaid derivatives - liabilities

19. Derivatives and unpaid derivatives are specified as follow s by status: 30.6.2009  31.12.2008
Derivatives (6) 538
Unpaid derivatives* 136.302 138.213
Derivatives and unpaid deriVALIVES ......ccciiiiiiiiiiiii et e e 136.296 138.751
Colleteral received from COUNEIPAITIES ..........cciiiiiiiiiiiiiie e e (88.932) (80.432)
Net derivatives and UNPaid AETIVALIVES ....coiiiiiiiiiiiiiii ettt st ettt b e e st e e sbe e e bt e sneenane 47.364 58.319
*Matured and terminated trades, and unpaid cash flow from open trades

20. Derivatives and unpaid derivatives are specified as follow s by type: 30.6.2009  31.12.2008
Open FX Trades, Asset SWaps & INtEreSt RAIE SW APS .......ciiiiiiiieiiieiiie ittt e s (6) 535
OPEN CapPS, FIOOIS, BAITIEIS ......eiiiiiieiiiieeitieeit ettt ettt ettt e et e et e s et e st e e e s bt e e ab e e s be e e sbe e e sbeeeseeenseeanbeeenbeeenneesnnes - 3
Unpaid FX Trades, Asset Sw aps, Interest Rate Sw aps & FX Options* 67.972 73.518
Unpaid Credit DENVALIVES™ ...........cccoiieeiiieeiieee e 69.137 65.436
Unpaid Equity Options* (798) (734)
Unpaid Caps, FIOOIS, BAITIEIS™ ........cciiiiiiiiiiiie ittt b e et e sttt s b e e sbe e e ebr e sne s abeeeas (9) (7)
Derivatives and Unpaid AeriVALIVES ......cciiiiiiiiiiiii et a e sb e san e in e 136.296 138.751
Colleteral received from counterparties (88.932) (80.432)
Net derivatives and unpaid derivatives .. 47.364 58.319

*Matured and terminated trades, and unpaid cash flow from open trades

Collateral posted against derivative trades is included in 'Loans to credit institutions' and amounts to ISK 88.932 million at 30.06.2009 and
ISK 80.432 million at 31.12.2008.

Borrowings

21. Borrow ings are specified as follow s: 30.6.2009  31.12.2008
2107310 S Y U= OO P TR USR 1.951.213 1.855.478
Bills issued 61.520 56.753
Money market loans ... 568.885 420.847
Central Bank of Iceland .... 314.857 316.471
(0,10 T=T g (o= 1 KT PSRV P R OPR OO 340.531 442.087
[ 2o T o XYLV g Vo =SSR 3.237.006 3.091.636

A formal process for the creditors of Kaupthing bank to file claims against the bank began at 30 June 2009 and wiill end at 30 December
2009. Until all claims have been filed and validated, the real and accurate amount of borrow ings is uncertain. In accordance with Act no.
44/2009, all liabilites are fixed in ISK as at that 22 April 2009.

Liabilities to New Kaupthing Bank hf. in return of assets and liabilities transferred

22. In October 2008 all of the Bank's deposit liabilities in Iceland w ere transferred to New Kaupthing Bank hf., and also the bulk of the Bank's
assets that relate to its Icelandic operations, such as loans and other claims. This transfer was done according to the FMEs Transfer
Decision dated 21 October 2008. Negotiations on the valuation of the assets and liabilities w ere concluded on 3 September 2009 w hen the
Government and the Bank agreed not to conclude the valuation of the assets at present but in 3 years time. This solution allow s the Bank to
capture further upside in the valuation of the assets.

The Bank is to provide cover for any negative initial value ("valuation gap") fromthe transfer of assets and liabilities from the Bank to New
Kaupthing; the valuation gap is assessed at ISK 38.102 million as at 22 October 2008. The value of the assets is guaranteed for the time
period of the agreement w hich ends 30 June 2012. The size of the valuation gap will be reassessed semi-annually by an independent
auditor. Therefore, the size of the valuation gap can decrease but has been capped at the initial value save for currency movements and
accrued interests. The valuation gap is denominated 50% in EUR and 50% in ISK.

Other liabilities

23. Other liabilities are specified as follow s: 30.6.2009  31.12.2008
SUNAIY TADIIGES ..ottt h ettt e et e e s bt e e s bt e b et e be e e ebe e e st e ease e eab e e emteeenbeeanneenbeeenbeas 86.544 81.048
Trading liabilities - SECUFItIES DOITOW €0 .........c.coiiiiiiiiiiii e 18.593 18.419
Liability to Norw ay and Finland regarding deposits, priority claim . - 14.120
Accounts payable 3.165 11.590
Other liabilities .... 108.302 125.177

Trading liabilities - Securities borrow ed represents an obligation tow ards the Icelandic Central Bank w here the Bank had borrow ed liquid
domestic government bonds in exchange for other liquid domestic government bonds.
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Other Information

24,

25,

Balance sheet net of pledged assets and priority claims: 30.6.2009  31.12.2008
Know n Balance Balance

30.6.2009 Pledged priority sheet after ~ sheet after

Assets Balance sheet  positions claims subtracting  subtracting
CashiNhaNd ... 98.799 - - 98.799 77.963
Loans to credit iINSHULIONS .........cocveiiiereiieie e 442,923  (400.024) - 42.899 148.548
Loans to customers at fair value .............ccceeviiiiiiiniiiicc 439.521 (82.262) - 357.259 259.666
Bonds and debt instruments 119.064  (106.720) - 12.344 2.652
Shares and instruments w ith variable iNnCOme ............ccocceiiiiiiiiicines 214.600  (179.545) - 35.055 23.203
Derivatives and unpaid derivatives 246.073 - - 246.073 233.862
Investments in subsidiaries 135.562  (109.485) - 26.077 25.707
Other assets 9.102 - - 9.102 13.361

Less: Payment of know n priority Claims ...........ccoceriieiinieiieicieeneen (53.022) (53.022) (119.055)

TOLAl @SS LS .o 1.705.644  (878.036) (53.022) 774.586 665.907

Liabilities
Due to credit institutions 151.808 - - 151.808 173.892
Deposits 2.140 - (2.140) - -
Derivatives and unpaid derivatives 136.296 - - 136.296 138.751
BOITOW INGS ..o 3.237.006  (878.036) - 2.358.970 2.284.429
Liability with New Kaupthing Bank in

return of assets and liabilities transferred ...........cccoccovoeiieiiciicninnne 43.335 - (43.335) - -
Other ADIItIES .......ooveveiiieiiercce e 108.302 - (7.547) 100.755 101.924
Total Senior liabilities 3.678.887  (878.036) (53.022) ¥ 2.747.829 2.698.996
Subordinated loans .... . 422.624 - - 422.624 400.677
Interest expense from 22.4.2009-30.6.2009 27.804 - - 27.804 -
BQUIEY ettt (2.423.671) - - (2.423.671) (2.433.766)
Total liabilities and equUIty ........cccceiiiiiiiiiii s 1.705.644  (878.036) (53.022) 774.586 665.907

Readers' attention is draw n to the terms of the disclaimer at the beginning and the end of this report, statement of compliance and valuation
methodology in the beginning of this chapter.

As stated in notes 14 and 17, collateral accounts in 'Due to credit institutions' amount to ISK 143.517 million at 30.06.2009 and ISK 137.236
million at 31.12.2008 w hich will presumably be deducted from the 'Derivatives and unpaid derivatives' on the asset side once these
agreements are settled with the counterparties.

As stated in notes 2 and 20, collateral accounts in 'Loans to credit institutions' amount to ISK 281.785 million. Thereof, the collateral
accounts related to derivatives amount to ISK 88.932 million at 30.06.2009 and ISK 80.432 million at 31.12.2008 w hich will presumably be
deducted from the 'Derivatives and unpaid derivatives' on the liabilities side once these agreements are settled w ith the counterparties. This
is already included in the pledged positions above.

Hindsight has been used regarding events after 30 June 2009 for pledged positions.

Pledged positions in ‘Loans to customers at fair value' and 'Investments in subsidiaries' are represented at the value of the corresponding
obligation, i.e. after any haircuts have been taken into account.

Pledged positions for '‘Bonds and debt instruments' and 'Shares and instruments with variable income' are represented at the assumed
market value of the underlying collateral. The haircut on the corresponding obligation is excluded on the liability side.

It should also be noted that there w ere significant currency movements in the first half of 2009.

Set-off

The valuation of assets and liabilities in this report does not take into account the impact of set-off. The reason thereof is tw ofold; firstly,
counterparties have the right to claim until the end of the formal claim period w hich started on 30 June 2009 and will end on 30 December
2009. Secondly, every case needs to be looked into and evaluated before each claim can be accepted or rejected. Therefore, the
estimated size and impact of set-off is still very uncertain.

The Bank has received to date set-off claims from counterparties amounting to ISK 200 billion. The preliminary estimated set-off effects is in
total up to ISK 100 billion on the face value of both the respective assets and the respective liabilities. The exact amounts on the assets and
liabilities side may differ.



Exdchange rates for ISK as30 June 2009 and 31 December 2008.

m 30 June 2009 31 December 2008

CAD

109,9069 98,716

il 117,4831 113,8163

Ll 24,0425 22,7274

LI 179,0383 169,2733

GBP 210,0403 176,4826

HKD 16,478 15,6299

ey 1,3235 1,336

NOK 19,8358 17,3906

SEk 16,5203 15,4411

U 127,5565 121,0955
4.2 Derivatives
Appointment of advisors
I'n Iine with Resolution Committeeds objecti\
Resolution Committeees retained Alvarez and MérsalA &Mévjew the existing portfolio of
derivatives transactions and execute a plan thatwilhm s e recoveries. A&MO

the overall process of the winding down of the derivatives book. To do this A&M will work with
coordinate the existing employees of the Bank along with external derivatives valuation specia
Furthernre, the business law firm Olswang was appointed as an external legal counsel to work on
legal process associated with recoveries of the derivatives portfolio.

The number of counterparties involved are over 350 including both Icelandic landnm@grnationa
with over 2,500 individual transactions. The plan, by applying a strict prioritisation process, puts
highest emphasis on those transactions that will maximise recovery of funds to the Bank.

It is anticipated that the high priority trass#iotiee that will recoup the maximum value, will be
processed by February 2010. The remaining transactions will be dealt with in order of their abili
return value to the Bank.

Overview
There areotal of 149 foreign counterparties in the depweftoes which can be broken aewn
follows

e 103 ISDA counterparties (in 92 ISDA agreements, as some are multi entity)
e 32 noASDAcounterpartigs. e. t he B a n lcanditiors eonrgerparties t e r ms
e l4countegor t i es wi t hii.esubsidiagies Bral br&anbhes gr ou p ,

The number of transactions with foreign counistpsstidaan 1,000. The vast majority of these are
traded under the ISDA agreements, most of which have been terminated by the counterparty.

There are total of 224 ddimeounterparties in the derivative portfolio which can be broken down as
follows:



e 14 ISDA counterparties (mostly domestic financial institutions but also some large companie
e 195noth SDA counterparti es, condtiensountetpatie8ankos (
e 15 counterpart i eigsubsididriesand btariclees Bank 6s gr oup

The number of transactions with domestic counterparties is over 1,600. The vast majority of these
traded under general market agreements and a minority agosegrteDss.

Open derivatives

There are open derivatives both in the domesti¢chanfbreign derivatives book and the total
number of open derivatives contracts are less fhiae B8Asactions concern mainly plain vanilla
interest rate swaps (IB&J long term FX/Currency swaps wlBD#ornlomestic counterparties.
Proces$ias beeset up for regular review in order to determine whether the positions should be ke
or terminated in order to maximise the recovery of theTt@nBantsis ielsctive cases fulfilling

its contractual obligations if it concludes it to be beneficial for the Bank:

4.3 The Bank/New Kaupthing split

Reade

r tt
Credit
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On 6 October 2008 the Disbursement Act was passed by the Icelandic parliament, providing the
with the authority and power to intervene in the operations of financiairuodiatakimgspond

to the unusual circumstances in the Icelandic financial sector. On 9 October 2008, in accordance
the same act, tR&IE appointed the Resolution Committee to take control. ddth21Bantober

2008, the FME issuedTiransfeDecisionby which it determined to transfer certain specific assets of
the Bank and certain specific obligations of the Bank, to New Kaupthing, which is owned by
Icelandic government. According to the FME, these actions were taken to se@trenttod conti
vitally important donedséinking and payment services.

Under the Transfer Decision, New Kaupthing takes over all of the Bank's deposit liabilities in Ice
and also the bulk of the Bank's assets that relate to its Icelandic opesatioasssaicd other

claims. Other assets and liabilities will remain in the Bank, which will in turn remain under the cont
the Resolution Committee.

The FME appointed Deloitte to prepare an independent net asset valuation for New Kaupthing
Olver Wyman was appointed 4rdinate the valuation process and review the valuation. The
valuation of the net assets by Deloitte and the review of the valuation by Oliver Wyman took longer
initially envisaged but was completed towards theieRAG8. Apr

PwC has audited the asset transfer from the Bank to New Kaupthing to ensure that it was complet
full accordance with the FME transfer decision. PwC has completed their revision and have concl
that some assets that were initially moved to Nengksnaetld have stayed with the Bank. Hence,

this has now been corrected and these assets will increase the size of the corporate loan portfolio «
Bank. It should be added that all cash flow to and from the assets since the FME transfer decisior
made will be compiled and corrected for between the two banks. The Resolution Committee sup
these amendments as they are in full accordance with the FME transfer demsionittee the
considetheseassets to babove average qualithefBank'assets.

Total of appx ISK 190bn in assets at book value were transferred back, dxet8&f apipn

which were unpledged. These assets present additional value to the creditors, but instead
compensation instrument will be lower thanekpealiydThe liabilities related to the pledged
assets had remained within the Bank based on the preliminary balance sheets.

34



The Resolution Committee has, together with
negotiating with the Governrmengdhe summer 2009 on the disposition of the assets and liabilities
taken over by New Kaupthing in October 2008. The Resolution Committee entered into a Heac
Terms Agreement witle Government on 17 July 2009 and signed binding agreements on 3
Sepémber 2009.

4.4 Portfolio statistics

Thischaptegives a brief overview ot.tans to custom&rs p o whild aomolie desailed analysis
of the portfolios can be found in the 20 Oct
website.

Overview
Loans to customers are divided into three portfolios:

¢ Nordic portfoliothe vast majority of la@nsustomers in the Nordic region.
e Europe portfoliche vast majority of loans to customers in Europe.
¢ NOA portfoliomainly neaperational assets.

The Nordic and Europe portfolios are actively managed by the asset management team and the
majoritpf the stakes in these portfolios have underlying operations or assets.

The loans in the NOA portfolio are under the supervision and management of the Inspection Comn
and undergo thorough revision by the Committee.

Loans to customers at nomine aatounted to ISK 1.364bn as at 30 June 2009.

Loans to customers at fair value amounted to ISK 357bn as at 30 June 2009 (compared to ISK 26C
yearend 2008).

Fair value ébans to customessat 30 June 2009:
e Nordic portfolioapprox. ISK 140bn
e Europe portfolicapprox. ISK 170bn
e NOA portfolioapprox. ISK 47bn

Further breakdown of the portfolios are shown below



Loans to customers broken down by portfolios.

Portfolio Categorization by
30 June 2009

Nordic
18%

Europe
26%

nominal value

Portfolio Categorization by fair

Nordic
39%

NOA
56%

Loans to customers broken down by sector.

Loansto customers at nominal value 30 June 2009

Europe portfolio

Retail
26%

6%

Food production

8% Healthcare

”

]
Equipment \
8%
Other

Parmaceutical

Hostelry
12%

Real estate

30%

Othe

2%
3%

Business Software

3%

Construction Material

NOA portfolio

Real Estate
Individual 3%

value
30 June 2009

NOA
13%

Europe

48%
Nordic  portfolio
Finance and Holding  Retail .
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manufacturing and
Services
Real Estate 27%
18%
Fonod Wood, paper
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9%
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off-shore
14%

Fishing
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TelecomAT/ Healthcare and
Media Education
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Structured Finance
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14%

Holding Company
65%
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Loans to custometsroken down by geography.

Loans to customers at nominal value 30 June 2009

Europe portfolio

Other  ysa
% 6% Finland

8%

UK
69%

Luxembourgh

Cyprus
2%
Other
2%

USA
3%

Loans to customers broken down by currency.

Loans to customers at nominal value 30 June 2009

Europe portfolio

GBP
65%

GBP
49%

Nordic  portfolio

Denmark UK

Faroe Islands 1% ;o0
Finland

N

Sweden

55%
Norway
18%
UK*
73%
Nordic  portfolio
DKK Other
GBP .
2%
a0 A%
CHF
5%
NOK
9%
SEK
40%
EUR

18%

18%

EUR
16%



NOA portfolio

Approx. 85% of the portfolio is holding com
The portfolio comprises more than 30 unique borrowers which are all under active supervision by a
committee of the Resolution Committee, the Inspection Committee (IC). All loans in this portfoli
through strict and thorough examination whstariedll iransactions, dealings and documents for
each borrower are carefully probed. External legal counsel has been engaged to work with
Committee, along with forensic auditors and internal legal counsel on examining 18 unique borrowe

Majorityf the loans in the portfolio are in default. Legal collection proceedings have commenced fo
borrowers. Included are actions where pledges have been forced and the Resolution Committee
gained management control of pledged companies.

The IC creates subtaskforce to examine and manage each unique debtor. The taskforce can be
comprised of internal resources as well as external advisors such as forensic auditor Grant Thot
International and the international law firm Weil, Gotshal & MdhgdeaAs iallthe portfolio are

under review by the Committee they are all categorised as being under watch until the Committee
concluded its examination.

The |1 Cébs role is to review transactiandh s, i d
commence legal proceedings against parties that might be in debt to the Bank due to respec
transactions, or are alternatively responsible for potential loss of the Bank resulting from th
transactions.
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5. Asset sales and restructuring

51 General approach and rationale

As discussed in the previous chapierResolution Committee is committed to protecting the asset
base of the Bank. The committee fully realizes that current market conditions are unlikely to pro
acceptable valuesrfany of its assets. Therefore, the Resolution Committee is determined to suppo
the assets of the Bank where practicable to reach maximum value and does not entertain any "fire
bids.

To minor extent, however, the Resolution Committee has dispesad assets. These disposals
have been driven by a mix of two things: 1)
prevent the freezing of certain assets; and ii) acceptable bid prices taking into account the future fu
support needed for maintaining these assets.

The mandate of the asset management division can be broken into five steps: stabilizati
consolidation, full overview, which leads to the ordinary management of the assets and ends wit
exit strategy.

Stabilizatioithe Asset Management team was up against major challenges in the beginning. The m
task was to stabilize the situation and to retain value wherever possible by preventing the collap:s
different assets and by refusing strongly aiey tiass

Consolidatiomhe Bank protected assets in its foreign entities in the Nordic region and finally manag
to transfer assets back to the parent company. Assets were transferred from branches and a subs
in the Nordic region to the panemacty.

Full overviex@nce the initial challenges had been overcome, a more comprehensive and thoroug
approach was taken on the asset portfolio. Responsibility was allocated between employess from .
management, portfolio management, finance andrisghlAssets were analyzed and prioritezed

by urgency and size and relevant actions were taken for each assets.

ManagementVith a full overview of the assets, the Bank went into management of the assets. Tl
Bank secured maximum recovery vattyeronanagement of the assets. Further objectives for each
asset are set and when appropriate external advisors and consultants are hired to ensure top ¢
expertise.

Exit strategyWhen previous steps have been completed a solid foundation hgs foedheset
development of a medium to long term strategy for each asset with the aim of ensuring realization
maximum value. Assets are developed into more stable and séhabheoflirhras been focused

on value creation, keeping in mind titeadvealization of the value of its assets but to date the
focus has not been on the formalization of exit strategies and very few assets have been sold.

The objective of alll restructuring eviofisorts i
full exposur e, pr otecompanypludgbirg foBB®fdr& @ssructurimg er e s
the account is analyzed extensively, taking into account various other options, other creditors, coll:
position etc.

Common scenariwbere restriuging is a real option

¢ Insufficient cash flow to service the debt, the company has no real equity and there is a ris
management behaving irrdional
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e Potential equity value and the Bank gains a legal avenue ttoubet@ssg. wenant
breaches

Following are practicaliwbschthe Bank finds important when executing a capital restructuring.
Finding the right balance between:

e Operational disruptions and the possible otdoothe financial restructuring

e The costs associdtavith the financial restructuring and its complications against future cost
savings and how easiy/structure will be to manage

e Whatincenttge t o give to other stakehol der s: g
prospects and its value arenodssitimportance. Aim to set the debt level not lower than
perceived enterprise value at restructuring.

The ultimate goal is to develop the optimal solution for each asset and thereby maximize recovery
for the creditors of the Bank.

5.2 Assetsrestructured to date

The Resolution Committee shares the creditors' desire to maximize the value of the Bank's estate
recognizes that this may take a significant period of time to achieve. Assets are only sold if they re
support beyond the meainthe Bank or if a satisfactory bid price can be achieved for them after
taking into account the future funding support needed to maintain these assets. Other assets shou
preserved and protected until market conditions improve with tempbraryteeppartk when

and where deemed necessary. This should ensure that the maximum value for each asset car
passed on to creditors of the Bank at a later stage.

Considerable part of the Nordic and Europe portfolio have undergone majdn Esterotuging.

2008, 76% of Europe portfolio and 44% of the Nordic portibdor(sinbe 2 009) was on
watch list (or had the risk of getting Tftere¢ are assets whereby cash flow is insufficient to service
debt and there are (repeated@manbreaches. Some of wihighare in industries badly hit by
recessiaror (b) had owners that were distressed because of the financial crises and unable to supy
their assetsr (c) had the wrong capital structure to start with.

Based on the nomimalue (post restructuring), the Nordic team has completed actions in cases
representing 45% of the value of the portfolio and the Europe team 68%, thereof full restructurir
approx. 40% in Europe and 11% in Nordic.

The Bank hasready started to sepigy value being created in some of the restructurifigecases.
Bank has, as an equity holder, made siiseithas are presented by nominating its own employees
while also making sure to retain board members with indingiwal know

The followin@gbleshows the actions taken on the portfolios. The porifai@®7 accounts.
Accounts totaling ISK 162bn at nominal value are curreasiiriingd)ereof 9 assetgiwa

nominal value of ISK 11tdre been completethesefigures #nEurope portfolio excludes post
restructuring debt which is still ngofNdHos ai c
Square (reabktatedevelopment at standstill) where the Bartdsdbthe equity.

A rumber of key accounts have been fully restructured and are today fully operational.
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Initial
Nominal / Operational/

Pre Full Noaction
restructuring Accounts restructuring Major actions Minoractions taken Full repayment
Value i Value* #  Value* #  Value* #  Value* #  Value* i Value®
Europe 308 36 227 10 123 8 62 2 9 16 33 3 21
- % completed end of Q3 70% 98% 77%
Nordic 220 71 219 15 39 13 61 15 53 28 65 15 13
- % completed end of Q3 59% 81% 51%

*Value refers to posgtructuring nominal value as at 30 September 2009. All amounts are in ISKbn.

Europe portfoliotSK 81bn debt to equity conversion in theddutfofie explains the differenc
between the nominal valuegsteucturing and pasttructuring (ISKbn 308 vs. 227).

Nordic portfolioiSK 1bn debt to equity conversion in the Nordic portfolio explainsethe differenc
between the nominal vpheeestructuring and pasttructuring (ISKbn 220 vs. 219).

Full restructurirtgpically includes enforcement procedures, new owners and full restructuring of del
Major actiomajor waivers, restructuring of debt and occasional equity injection.
Minor actionsninor adjustments or temporary covenant or repayment waivers.

Progress with restructuring work

The restructuring of the loans has progressed substantially in theridshauaotdy approx.
21% of the Europe and 14% of the Nordic loan balatieensititiotist.

e Performing loahsans to entities where cash flow is sufficient to service debt, i.e. interest anc
principal repayments, and no breaches in agreemezdseabléoin the future

e Loans on view lisbans to entities where cash flow is sufficient to service debt, i.e. interest
and principal repayments, but agreements have been breached or are likely to be breache
the foreseeable future. Some bankke itichicategory within performing loans.

e Loans on watch listans to entities where cash flow is insufficient to service debt, i.e. interest
and principal repayments, and agreements have been breached repeatedly

The graphs below shows the portédersdn the nominal value in the respective month.

Europe portfolio* Nordic portfolio

=Watch * Watch

= View " View

= Performing = Performing

Des 2008 March2009 June 2009 Sep 2009 April2009  June 2009 Sep 2009

* Europe portfolio here excludes post restructuring debt which is still on Mosaic Majority of the loans in the Nordic portblio were transferred from the
Fashions (in administration) and the Ban kfinancing of NoHo Square (real - respective countries in Q1 2009 .
estate development at standstill where the Bank has also all the equity

The Bank hatr@ady seaeequity value being created in some of the restructuring cases.
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The Bank has acquired a controlling interest in companies and nominated boaekteembers and
consultant® ensure expertise in every. Ceggending on the nature of the project, these external
parties can be financial advisors, legal counsels, real estate consultants, accountants, auditors, etc
cost of these is in most cases paid by each respegte bor

Aurora Fashions / Mosaic Fashions

The Bank and the former senior management of Mosaic Fashions established Aurora Fashions to
over the retail chains Karen Millen, Coast, Warehouse and Oasis, which all previously belonge
Mosaic FashionfieTadministrators which were appointed to Mosaic Fashions sold in an asset de:
parts of Shoe Studio to Dune and parts of the Principles assets to Debenhams. This operation
completed with considerable efforts from Deloitte, DLA Piper and BD@. Stoy Haywa

Since last autumn Mosaic Fashions had been experiencing significantly deteriorating earnings dt
the UK recession and financial difficulties because of its balance sheet. After attempts to restructur
business in consultation with key stakehtild company's board of directors decided at a meeting
on 1 March 2009 to request that the company be put into administration. This step was necessary
seemed clear that the company would not be able to meet its obligations to itdemguigds and at
restructure the business with a view to securing its continued operations have failed.

Aurora Fashions is financially sound, moderately leveraged, with reduced capital requirements an
to meet the challenges of the current market. The new structure will strengthen these brands
reducing debt, bringing a greater focus to opecaasmgriquidity and providing opportunities to
create a more flexible cost structure by reducing fixed expenses. To date the transaction has pr
successful although the UK retail environment still remains challenging. The aim has been on fu
stalilizing the operation, continue focusindesardging the business but also preserve the upside

if and when the retail market recovers. Once the benefits of Aurora's strategy become evident,
Resolution Committee is confident that there witlifieaatsiecovery for the Bank.

All Saints

To project the Bankds exposure to a sharehol
shareholders of the British retail chain All Saints, which will consolidate the company's position a
leadig design led brand on the British market.

All Saints was founded in 1994 and in 2003 was acquired by Kevin Stanford when its sales were
than GBP 5m. Since then the company has been transformed into a brand that occupies a stt
position on the BhtHigh Street. The company has demonstrated robust growth in both revenues ar
strong LFL performance in very challenging market conditions. All Saints current management tear
by Kevin Stanford as chairman and Stephen Craig as CEO, willeszhtimdotisihess going

forward. The Bank rates the company's prospects positive going forward despite the difficult condi
in the UK retail market. Furthermore, this enabled the company to secure GBP 30m refinancing
debt and further grow itsness in the UK and internationally. These agreements remove the
uncertainty over the company's shareholding and funding, and will allow it to continue its rapid grow

Former Middlesex Hospital Site

Kaupthing is currently engaged in exclusive uéseutsiStanhope PLC, one of Britain's leading
property developers, regarding the development of the former Middlesex Hospital site. If an agree
is reached, Stanhope will oversee the development, design and reorganisation of the site with the &
maimising its value. Should it go ahead, Stanhope will also inject new capital into the project.
agreement has yet been signed but the Resolution Committee of Kaupthing Bank wishes to clearly
that the site has not been sold and that if a gppegersment is reached with Stanhope, the Bank

will retain majority control of the site. This is in line with the Resolution Committee's policy of maxin
the value of the Bank's assets.



Huurre Group Oy

The Bank supported a major restructuringopbNamnizurope's leading commercial refrigeration
companies, Huurre Group Oy (HQ in Finland) to strengthen the Group's financial position in the ct
challenging economical climate. As a result of this, the equity ratio of the Group hallybeen substar
improved. Simultaneously, the loan facilities have been extended, having now a maturity of three
securing the Group's financing to mid 2012. Following the restructuring, Kaupthing Bank now c
100% of the Group's equity. For the restruct€ingarftipated in the valuation and regarding
business sensitivity study. Deloitte adviced on tax and structuring and Olswang and Borenius ¢
advice on legal issues and documentation.

Bay Restauradbldings Limitadd Town & City Pub Comipamyed

Plato Company 3 Limited, is the 100% holding company of Bay Restaurant Group Limited and To
City Pub Company Limited. The combined group was highly leveraged and the Bank owne:
substantial part of its debts or close to 60%. The rest of thewdedt was single bank. The

group agreed with its banks, on a partiakegbity swap conversion which has reduced its debt by
approxGBP 90m. The capital restructuring has enabled the two operating companies to focus on
operations in tough reargonditions. The restructuring resulted in the Bank becoming a major
shareholder of the combined group. Both companies have done well in this fiscal year and
outperforming buddsedr this transaction, PwC gave advice on tax and restructwigigensdSla

May on legal issues and documentation

PMS properties

The Bank has finished the restructuring of a SEK 1,1bn portfolio of twelve properties in Sweden. E
out of the twelve properties were refinanced in cooperation with the prehoPsM&EsOUp

Itd. in Israel, while one of the assets was refinanced through a bankruptcy process. A proac
approach taken by the Bank has secured a considerable equity injection by the owners in L
processes and a profit sharing structure.nBhmabare in less than five years time and include
prepayment incentives for the borrowers.

Celsius portfolio

The Bank has agreed with the shareholders of the Celsius property portfolio to extend the maturi
the EUR 142m facility fom@dths.Thisis a portfolio of French properties on long term lease
contracts to the likes of Carrefour and Arriva. The portfolio benefits from a strong rental income
enables full payment of interest and some amortisation of principal ovae tBartkrbelies

the extension is a good result for both the Bank and the shareholders as asset values are likel
improve in the near future.



53 Repayments &xits

Full repayment has been made by 17.2% of unique borrowers of Nordic portfolio and 7.7% of Eu
portfolio representing approx. &mP@.5% of nominal valuerpssucturing of the respective
portfolios as at 30 September 2009. The bulk of loans realised to date have been paid in full, i.e. 1
of 21, amounting to ISK 29bn. The weighteel eoenagyy of realised loans isRB@% (4)oans

have been sold, thereof 3 somewhat below par.

The following assets sales are not included in the explanation above.

Kaupthing Bank Dubai and Qeaarmprimarily an investment banking services operation based on
human capital and fees from mandates. It became evident that it would be expensive to close dow
operations and it was therefore more economic to sell the assets and liakitithesofahts br
employees. The proceeds from the sale are held by the Bank.

A 20% stake in the asset management firm Drake Mavagaisersold a few weeks after the fall
of the Bank. This asset was easily marketable and was sold at a fairngriceedée &esh to
support other assets and since the bid price was considered fair, it was accepted.

5.4 Assets sold to date from branches and subsidiaries

The following assets have been sold from the brahcubssidiaried the Banls far as the
Resolution Committee is aware.

A loan to a Norwegian equipment manufeatusald to repay the Norwegian Banks' Guarantee
Fund which paid Kaupthing Norway depositors.

Kaupthing Bank Asset Managesperditions in Finland and certain loans fromm theolo@n
Finland that received satisfactory bids were sold to pay back part of a loan from the Finnish govern

Kaupthing Pension Conswahdgaupthing FinaAB have been saklthese business lines did not
constitute a core business for Kaupiduk Sweden and the latter would have required continued
financial support. The proceeds wertysmdback part of a loan from the Swedish Central Bank
which was granted to Kaupthing Sweden on 8 October.

At the end of March, the Resolution Coclostidea transaction with Alandsbanken Abp where the
latter acquired the private banking, capital markets and asset management assets of Kaupthing |
Sweden. More details on the transaction can be found in 34liChaptdrstatus of the Bank's
subsidiaries

The aggregate book value of the assets sold by the Resolution Committee from the parent com|

and its branches in voluntary sales is less than EUR 100m but in addition, some forced assets ¢
have taken place to pay back deposits.

44



6. The moratorium

6.1 Introduction

On 21 November 2008 the Resolution Committee filed an application with the District Court of Reyl
pursuant to Bankruptcy Act to stay creditor actions in order to facilitate the financial reorganization
Bank. On 24 November 2008 the Banistgraifited a moratorium on payments until 13 February
2009.

On 19 February 2009 the District Court of Reykjavik agreed to the request for the extension of
moratorium on payments until 13 November 2009. On that date a new heariwhesdh be held
further extension of the moratoriumregubstedrhe hearing will be an open one.

The Moratorium Supervisor convened the Bank's creditors to 20i@ettibgR009 and sought

the opinion of the attendees regarding the Bank's positens grsatit voted on nor were any
formal decisions made as such actions are not provided for under the Bankruptcy Act. The meetinc
thus held for informational purposes for creditors in light of the court hearing of 13 February 2009 v
apettionwa fi |l ed by t he Res ol urnonthoertension tohe indrakoBuins p
on payments.

The moratorium is a procedure under Icelandic law which has provided the Bank with approp
protection from legal actions, such as the fremsgetspaind ensures that it is able to maintain a
banking license sufficient to support its assets.

The maximum time period for the moratorium is 24 months. According to a new Act no. 44/2
amending Act no. 161/2002 on Financial Undertakings riben naraifectively end in three

ways; i) a winding up process, ii) an insolvent liquidatioongpasjtian of creditors (scheme of
arrangement)

6.2 Rationale for the moratorium

One of the main tasks of the Resolution Committee and itshas\hlegeds protect assets and
safeguard the interests of creditors. The Bank's Resolution Committee believes that the interests ¢
creditors are best served by restructuring the Bank's operations and delaying the sale of assets un
market cortains improve. This is in accordance with the wishes of the creditors which have express
their views to the Moratorium Supervisor and Resolution Committee. The Resolution Commi
believes that the interests of the creditors are best servedsifasseBaaile held to maturity or

sold over a longer period. This should mean that creditors recover a higher proportion of the claims
they would if assets were sold under the present circumstances.

Applying for the moratorium was, in the opimoRegaiution Committee, a necessary step to
ensure that all creditors of the Bank are treated fairly and appropriately in accordance with Icelandi
through the protection of the Bankb6s assets.

The Resolution Committee is committed to protectiegeste of creditors by prevehéng
provisional attachment or freezing of assets. The moratorium has provided the Bank with appror
protection from legal actions, such as the freezing of assets, and ensured that it maintains a bar
licence sutfent to support its assets. In the European Economic Area the Bank seeks recognition
the moratorium on a dagease basis on grounds of the EU WipdDigective No. 2001/24/EC.

The Bank has also been granted recognition and injunctiveCekgitend®rof the United States
Bankruptcy Code. This has provided the Bank with protection for its assets in the United States.
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Resolution Committee has successfully opposed freezing orders in the United States and Luxemb
Further freezing ordames being opposed in the Netherlands and Luxembourg. Without the moratoriur
preventing proposed freezing @médsbe considerably more difficult for the Bank, if not impossible.

The moratorium has and wi |l | neededhforithe iResolutiom p r c
Committee to concentrate on the tasks at hand within the Bank so that it can achieve its objectivs
protect creditors' interests, maximise the recovery rate of claims and ensure equal treatment of cre

While protectitige Bank from certain actions by creditors, restrictions are also placed on the Bank
regards to its authorization to dispose of assets, to discharge liabilities and to assume new liabilitie:

6.3 The Moratorium Supervisor

As discussed above, OlafuddBsson, Attorney to the Supreme Court of Iceland and a partner of the
Reykjavik Law Firm, was appointed as the Moratorium Supervisor. He has been a Supreme C
Attorney since 1992 andahéas of expertise include mergers and acquisitions, cutporate a
telecommunications law.

The Moratorium Supervisor has the power to oversee the distribution of assets of the Bank anc
payment of claims during the moratorium. He will work with the Resolution Committee, which
continue to wield the powetsedBdard of Directors of Kaupthing and will as such continue to have

decisioimaking powers in accordance with Icelandic law. His aims are consistent with those of 1
Resolution Committee, namely to preserve assets and to optimize recoveries iodyhetteedi

assists the Bank in its efforts to restructure its finances and to decide how best to achieve .
reorganization.

6.4 Timeline for the moratorium

According to Act No. 161/2002 on Financial Undertakings, the District Court caumtlcorzantly not

a moratorium lasting longer than a total of 24 months from the court hearing of 24 November 200¢
can only be extended for a maximum of 9 months each time an extension is granted. The Bank
been granted extension until 13 November 2082auneression shall be held again to consider

the matter.

At that time, further extension will be requested by the Resolution Committee as the Resolu
Committee believes that it will be in the best interests of creditors to extend theemoratorium.
Moratorium Supervisor is obligated to summon the Bank's creditors to anothewamétid) which

20 October 200%he development of the moratorium process so far, can be seen below.
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24 November2008 5February 2009 13 February 25May 2009

Firstmoratorium Creditorsd |Me29d9i BExignsionof TheWinding -up

granted forthree convenedin moratorium Committee

months. Reykjavik by the granted until13 appointed by the

Moratorium November 2009. District Court of

Moratoriumcan be Supervisor. Reykjavik.

extendedforupto 20 October2009

24 months, never Creditorso Meet

longerthan9 todiscussthe

monthsata time. agreements on New
20 April 2009 Kaupthing, key events
New legislation on and possible extension
winding -up. of moratorium on debt

payments.

6.5 Analysis of the moratorium legislation

The provisions govieg the moratorium have been amended by Act no. 44/2009 which came int
force on 22 April 2009. The Bank remains under the direction of the Resolution Committee whic
responsible for the daily operations of the Bank in accordance with Adiuiaed?dRG08lso

under the supervision of the Moratorium Supervisor. The Resolution Committee holds the powers «
board of directors as wslthe powers of the Bank's shareholders' meeting according to new
provisions. Formerly the Resolution Cerhaldtenly the powers of the board of directors on the
grounds of the decision of the FME of 8 October 2008. The Bank rema#int Nabjeg1 /2002

on Financial Undertakiagd the general supervision of the FME. The District Court of Reykjavik
hovever has exclusive jurisdiction over the enforcement of the moratorium, its extension a
termination.

The provisions of Act no. 44/2009 stipulate that the Resolution Committee shall manage the intere:
the Bank according to the same rules aseaviudt be subject to according to the Bankruptcy Act,
although with some exceptions. The exceptions mainly concern the objective for the Resolu
Committee to maximise the value of the Bank's assets which includes waiting for the Bank's outstal
clams to mature, instead of realising them immediately. To this end, the Resolution Committe
allowed to disregard a decision of a creditors’ meeting if the Resolution Committee deems suc
decision contrary to its objective. This means that then Reswoiotittee has ample time to
safeguard the interests of the Bank and its creditors.

The reference to provisions governing the actions of a trustee under the Bankruptcy Act entail the
Resolution Committee has the capacity to manage the Baakts iagdete can dispose of its

assets and answer for its obligations. The Resolution Committee acts for the Bank in court and exe
agreements on behalf of the Bank as before. The Resolution Committee shall make sure that all a
are disposed oftire most efficient manner possible and shall enforce all claims owned by the Ban!
The Resolution Committee furthermore takes such actions as necessary to prevent damage to the

The Resolution Committee can convene creditors' meetings ascajnproguiceéemeasures taken

in regard to the Bank's interests. In such meetings suggestions or decisions may be sought f
creditors in regard to measures which have yet to be taken and suggestions may be sought on mzg
regarding the management dahk's interests. The creditors’ meeting cannot influence measures
which have already been taken by the Resolution Committee, only such measures which have yet
realised. The Resolution Committee is allowed to consult with individual teresdtorsarmimat

the relevant creditor's interests.
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A petition for the Bank to enter insolvent liquidation cannot be filed nor can its assets become subj
an attachment, an execution or a forced sale while the moratorium remains in effaotbMo law suit
commenced against the Bank while the moratorium is in effect unless such action is specific
provided for by law or relates to criminal proceedings.

6.6 The Windingip Committee

According to the new Act no. 44/2009 amending the ActO2oori@drizdhcial Undertakings, a
Windingip Committee shall be appointed to handle various matters of the Bank while the moratoriut
in effect. In accordance with the provisions of Act no. 44/2009, the District Court of Reykjavik appc
a Windingp Conmittee for the Bank. The Windirgommittee comprises Olafur Gardarsson,
attorney to the Supreme Court and the Bankoés
the District Court and David B. Gislason, attorney to the DistecMBalingd IiCommittee does

not hold any power over the Resolution CommittgersaviBeth are however committed to work
together in the best interests of the Bank and its creditors. Below is an organization chart for
Windingip Committee.

Moratorium Supervisor

Olafur Gardarsson

The Wlndlng -up Committee Attorney to the Supreme Court of
Iceland

External Investigation Counsel

Olafur Gardarsson ,Attorney to the Supreme Court of Iceland

[Pt i e e Feldis Lilla Oskarsdottir , Atomey to the District Court of Iceland Secretary of the Winding -up

David Benedikt Gislason , Attorney to the District Court of Iceland Gz

Media Relations

Record Management(7) Legal Counsel (7)

The role of the WindipgCommittee is to, among other things, call upon any creditors who have a
claim against the Bank and take a position regarding their recognitionu I@okvinidieg shall

call for claims and set the deadline for filingaiaimsan be no longer than six months, counting
from the day when a call for claims is announced. Thep\Wiohingttee makes a register of filed
claims and decides how they are ranked in the order of priority of payment of claims. It also deals
the envisaged payment of c¢claims following th
the time limit for the filing of claims.

The Bank's Windiqg Committee has engaged PwC to investigate measures taken by the Bank
before it was gtad a moratorium, focusing particularly on the possible rescission, on the basis of t
Icelandic bankruptcy act, of measures taken by a bankrupt party.

As discussed in subchaft8r Main tasks of the Resolution Committeehmsdagsolution
Committedad already engaged PwC to investigate the Bank's decisions in the weeks before tl
collapse in OctobAr.detailed report was submitted to the FME at the end of the year 2008. The
Special Prosecutor's office and a parliamentary investigation ceratagtbedragranted access

to the report. In addition to the aforementioned report, the Resolution Committee and its emplo
have worked extensively to gather information which will be used in the preparaticapof the Windir
Committee's rescissiomacti

It will be an extensive investigation in which the Bank's accounts, involving several million transacti
month, and legal agreements dating back up to two years will be examined. The chief measures |
examined will be: loans, deposits, derivatisactions, securities transactionspnmpeny and
crossborder movements of capital, complex financial structuresretategdopegments and
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transactions. There will be a particular focus on transactions with related parties as defined by
bankruptcy act, the Bank's main shareholders, key managers, insiders and other parties.

The investigation is expected to involve a large number of people from PwC and employees of
Windingip Committee and the Resolution Committee. A team addovenaids from PwC in the
United Kingdom will be involved in the investigation from the outset.

6.7 The claim process

The Barik Windingp Committee has now published time limits to file claims against the Bank.
Creditors have been invited to shbmitlaims in writing within six months as of 30 June 2009 when
the formal claims notice was published in the Icelandic Le@iagbatiatiabladiherefore, the

deadline for submitting claims is 30 December 2009. In accordance with the provisions of Act
44/2009, the claim must be itemised as of 22 April 2009. The filed claim must be in accordance
para. 2 and 3 of art. 117 of the Bankkapttye. claims must be precise and among other things,
specify the amount being claimed, along with an itemised list of the principal of the claim, interest
costs. Creditors shall supply information on what forms the basis of their higlisuaientswat

support their case. General rules of the Icelandic law regarding proof of claims shall apply.

If a claim is not filed within the abovementioned timeframe, it will be regarded as cancelled with re
to the Bank, unless the requiremeatsdrception are fulfilled (cf. art. 118 of the Bankruptcy Act).

The notice has also been published in Icelandic newspapers and in local media in countries wher:
Bank had established branches. A notice was also publisb#édiai Joeirnal oé tBuropean

Unionand in wordide media to reach as many creditors as possible. A form for filing claims is
accessible on the Bankds website. Further [
www. kaupt hing. com undRAQsetton. ai mi ng processo a

At the end of the deadline for the filing of claims, thep/Godiangjttee shall prepare a register of
claims, i.e. a register of the claims received in which it shall state its opinion on whether and, if so,
each claim should be resegl. If the Windiqg Committee does not recognise a claim exactly as it
has been filed by a creditor, it shall notify the creditor at least one week prior to the creditors' meetii

At the end of set time limit for the filing of claims, thepV@odingttee shall hold a creditors'
meeting. The meeting will be held on Friday 29 January 2010 at Hilton Hotel Nordica, Sudurlandsbi
Reykjavik, Iceland. A creditor, who is unwilling to accept top Gomdinigtee's position as
regards the recdagpn of his/her claim against the Bank, shall state his objections at a creditors
meeting or notify the WiRginGommittee in a letter received by it no later than at that meeting. In the
same manner, a creditor may object to the-WmdinG o m pusitioh eneth@ secognition of a

claim filed by another creditor if the conclusion regarding the claim affects the interests of the obje
party. Insofar as no objection is raised against the!\findidgp mmi t t eeds posi ti o
of a clam, its position shall be regarded as approved.

The claims register shall Dbe presented at th
been made. At t he cup€anmiter shalbprovide those in aftendande aith Wi
the explanations they require regarding the subject matter of individual claims, as well as the rea
for its position towards the recognition of those claims. If an objection is raised at the meeting ag
the Windingp Commi t t e e 0 &gnifoo sfiatclaim,rthe @ingin@ommittee shall
endeavour to settle the dispute. If this is not successful, the parties concerned shall be called
separate meeting for this purpose. If the dispute cannot be settled in this mannep, the Winding
Committee shall refer the matter to the District Court of Reykjavik.



It is difficult to gauge how long it will take to complete the process of taking a position on the
claims, both because of the vast amount of creditors involved and beeassefthekingpa
position on many of the claims may be complexcanduimeag.

30December2009 29January 2010 Autumn 2010 Autumn 2010
Deadlinetofile Creditorso [MeetCmegditor s 6| Me Eheformafprocess
claims. convenedbythe to be convened by forcomposition of
Winding -up theWinding -up creditors.
Committee. Committee.
13November2009 Decision of ranking, Decision of
Nine mpnths numberand value ranking, number
extension of ofclaims  will not and value of
moratoriumto be be introduced. claims to be
requested. introduced.
| Theorganization and | Claimsunderdisputeto be resolved.

preparation of composition of
i creditors will take place during
 thisperiod.

Attheendofthefost edi t or s 6 me etheiWindingl Gomniiteed is authgrise@ 0 1 0 ,
pay recognised claims in one lump sum or several payments and in part or in whole. If this is done,
shall be taken to ensure that the Bankoés as
clains, which are included in the same rank and which have not been rejected-up the winding
process. The WindipgCommittee shall also ensure that all creditors with recognised claims in the
same rank are paid at the same time, although it is pesséte ftord this with the approval of

those who do not get paid or by a decision made by the \@imhimittee if a creditor offers to
relinquish a claim in exchange for a partial payment, which is deemed to be a proportionally Ic
amount than thatievh other claimants in the same rank would ultimately receive, taking into
consideration, among other things, whether the claim bears interest until payment. One of
underlying principles of the Bankruptcy Act is the principle of equalityTbé dNddidougn

Committee shall, however, also have to consider certain exceptions to that principle, such as the
of priority of payment of claims.

The Windiagp Committee may not make any decisions regarding the sale of assets for the paymen:
cei ms. It is only the Resolution Committee t
assets, in accordance with Act no. 161/2002 on Financial Undertakings and subsequent amendme
Act no. 44/2009.

The Windingp Committee can also aigdleand claim rescission of actions of the Bank in
accordance with the rules on rescission in the Bankruptcy Act. This entails, with some simplificatior
the Windingp Committee can rescind certain unusual actions of the Bank which tooK place prior t
November 2008 and can claim damages or repayment from parties benefiting from such actions.

The Windiagp Committee shall also oversee possible composition negotiations, following a
evaluation of the Resolution Committee on whether the BHitdiehaassets to meet its
obligations. This entails, among other things, theupViGdimgnittee having to prepare a
composition proposal, submitting it to a cre
having the composition agese confirmed by the District Court of Reykjavik if it has been approved
by the required number of creditors. If the composition proposal is approved by the creditors anc
confirmed by the District Court of Reykjavik, thaipMBwlimgittee muss@ne that the agreement

is performed.
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6.8 Creditors' meetings

According to the new Act no. 44/2009 the matters considered at creditors' meetings are mainly twe
firstly there are matters concerning the management of the Resolution Conereeeafftties int
Bank and secondly, the recognition of claims by thep/Godangjttee.

The Resolution Committee can convene creditors' meetings, as it deems appropriate, to introc
measures taken in regard to the Bank's interests. The Resolttdent@ynseek proposals or
decisions regarding measures that have yet to be taken, and provide for opportunities for making
proposals. The creditors' meeting cannot affect measures already carried out by the Resolu
Committee. The Resolution Cmnmdé allowed to confer with individual creditors in matters
concerning the relevant creditors' interests.

A creditor is entitled to attend a creditors' meeting if the creditor has filed a claim against the Bank
the Windingp Committee and if sotdim has not been finally dismissed by the-Wuinding
Committee. Creditors' meetings regarding the management of the Bank's interests and the recog\
claims will not be held until the deadline for filing claims has passed. If a creditat does not attel
meeting, the relevant creditor may lose the right to oppose matters or present claims regarding m:
which were decided or presented at the meeting.

Voting rights are determined by the amount of each creditors claim if matters regarding
manageent of the Bank's interests are put to a vote. For a creditors' meeting to be quorate, credit
holding at least a third of the total voting rights must be present at the meeting. To disregard a dec
of the majority of creditors, the Resolutiontgeomust in most cases have specific reasons. The
Resolution Committee can thus disregard decisions of a creditors' meeting if they are contrary to
dishonest, cannot be executed, contrary to interests of creditors not attending, disdneninate agains
minority or if the decisions are contrary to the goal of maximising the value of the Bank's assets.

The Windingp Committee handles the aspect of the creditors' meetings which has to do with tf
recognition of claims. The Windir@ommittee shalbsit its registry of claims to the creditors'
meeting as well as any objections which thepyitingnittee may have received in regard to
submitted claims. The WinginGommittee shall offer explanations as to the recognition of claims
and any objéats which have been made against recognition of specific claims. If a protest is made
regard to the recognition of claims at a creditors' meeting, e ®dgmadmigee will endeavour to
resolve the dispute. If such a dispute cannot be resaverkditors’ meeting, the Wingding
Committee shall convene a separate meeting between the disputing parties. If the dispute cannc
resolved at such separate meetings, then the dispute will be referred to the District Court of Reyk|
As far as ptests are not made against the recognition of claims, then such recognition shall b
considered accepted.

In addition, the moratorium supervisor shall convene meetings as appropriate to consider applicatic
the District Court of Reykjavik for thsiextef the moratorium.

6.9 Potential closing of the moratorium process

As previously outlined, the Bank was first granted a moratorium on debt payments and a licens
financial reorganization in a court hearing on 24 November280&t Towan currently not

authorize a moratorium lasting longer than a total of 24 months from the coumtheting, i.e.
November 2010.

When an authorisation for moratorium concludes, a financial undertaking shall -apter a windin
process according to Act no. 44/2009 amending Act no. 161/2002 on Financial Undertakings. Ma
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the rules governing the moratorium, and which are akeotienaduld continue to apply in a
windingip process. The Resolution Committee continues to operate undgy progedggvith

the same aim as before to maximise the value of assets. That includes waiting for the maturity of a
rather than dispog of them immediately.

According to Act no. 44/2009, there are two possibilities to conclude the Bank's operations if the a
of the Bank are found to be of less value than the amount of its liabilities. This applies both while i
moratorium waindingip process:

The moratorium process of the Bank would most likely conclude by means of either of the following
)] Insolvent liquidation

If the moratorium period is not extended on 13 November 2009 and the Bank is forced into inso
liquidatiorthe Moratorium Supervisor and the Resolution Committee firmlyfineheve ahas
will be lost.

In a state of insolvency liquidation, the management of the assets of the Bank would vest in a liquic
Claims against a bankruptcy estate déednindoreign currency shall be converted into the
Icelandic currency at the selling rate posted on the day when the bankruptcy order was issued an
very likely that a trustee in bankruptcy will convert all liquid assets into the Icelaride currency
event of insolvency in order to transfer the currency risk from the estate to the Bank's creditors. St
measure would be understandable from the point of view of the trustee of the estate, but it may not
the interests of the Bank's creditor

According to the Bankruptcy Act, the trustee in bankruptcy shall ensure toat isheoncidaep

without undue delay. As stated above the Resolution Committee and the Moratorium Supervisor be
that the interests of the creditors are tvest 3¢ restructuring the Bank's operations and delaying
the sale of assets until the market conditions improve. It is therefore clear that the obligations o
trustee in bankruptcy according to the article may prevent this from happeniad@dnkaoidition,
insolvent liquidation would forfeit its banking license, face forced asset sales, and have less flexibi
support its assets. It is likely that performing loans to customers as well as listed and unlisted as
would be sold at a substatisaount.

It is the opinion of the Moratorium Supervisor and the Resolution Committee that this option w
minimize debt recovery for the creditors of the Bank and it would not be in their best interests.

i) Composition with Creditachéme @&rrangement

A composition with credisesks to solve a debtor's financial difficulties by proportionally reducing
creditors' claims but at the same time allows the debtor to stay solvent. This arrangement endeavol
maximize debt recovery and mpessereditors' interest by granting the debtor the opportunity to be
restructured and support assets instead of being forced into an immediate sale of assets. If
moratorium process of the Bank were to be concdudadydyent composition withtorgedi

potential restructuring options of the Bank can be considered and evaluated. Further discussion
potential restructuring options can be found i7.chegtall restructuring.

As discussed in subchaptkd Icelandic composition legislatierview the minimum creditor

support required for a scheme of arrangement is 60% in terms of value and the number of cred
voting. Claims are converted into Icelandic krona as of 22 April 2009 but distributions can be in
currency specified underscheme.



It should be pointed out that the Resolution Committee and the Moratorium Supervisor are wol
towards a solution whereby the restructuring of the Bank will be completed by a scheme of arrange
with creditors in order to prevent thedmardnfering insolvency proceedings, which could reduce the
value of assets.

6.10 Icelandic composition legislation overview

Compositionith creditotsas the same objective as a moratorium: to react to financial difficulties of a
debtor. Unlikeomposition, a moratorium gives the debtor a certain grace period for financia
reorganisation with the long term goal of increasing, or at least preserving the value of the deb
financial interests. Composition on the other hand, seeks to nediasgethsset position or
insolvency of a debtor through an agreement with his creditors with general terms that apply t
creditors that have composition claims against the debtor.

The new Act no. 44/2009 amending Act no. 161/2002 on FinakigsUwtiash came into effect

last April, contains rules governing composition negotiations for financial undertakings that are
windup process. According to these rules, the-MgirCamymittee of a financial undertaking may
seek composition ganhsiders that the assets of the undertaking are not sufficient to fully satisfy al
claims, that have not been finally rejected in theipvprdiogss. The general rule is that prior to
seeking composition, a request must be submitted to artistritt approval. However, that does

not apply to financial undertakings in a-upngingess. When a financial undertaking in a winding

up process seeks composition, the Wimdlommittee serves the same role as a supervisor of
composition negtittns or a liquidator of an estate would normally do and is responsible for holdin
creditor meetings.

The ReslutiorConmitteeand the Moratorium Supervisor are working towards a solution whereby the
restructuring of the Bank will be completed bysitioowighcreditors. This is being done by
finalizing the compositidhcreditors as soon as possible given the Icelandic legal framework.

TheWindingip Committeell prepara composition proposal. It must state to what extent the debtor
offers ayment of the composition claims and the form of payments, the dates of the payments, whe
interest, and if so, at what rate, will be paid on the composition claims from the date a compos
agreement is concluded and until the date of paynamedifpegment is envisaged, whether
security, and if so of what kind, will be placed to secure performance of the composition agreement

Composition agreement only affects claims against the debtor which are referred to as compos
claims. The termdisfined in a negative manner and applies to all the claims against the debtor whic
are not exempted from the composition. Composition agreement does not affect the following claim

e Claims originating after a court order has been issued gebtondicence to seek
composition;

e Claims for performance other than payment of money, which can be performed in substance
e Claims that would be ranked as provided for in Articles 109, 110 or 112 of Act no. 21/1991
insolvency etc. if the debtor had tbeelared bankrupt at the date when a court order

providing the debtor with a licence to seek composition was issued;

e Claims that could have been settleddfiylset the debtor been declared bankrupt, and

e Any claims particularly exempted from composigr the terms of the composition
agreement by reason of their full payment, cf. Paragraph 2 of Article 36 of Act no. 21/1991
insolvency etc.

e A creditor, who has claims against the debtor which the composition agreement does not aff
can relingsh that right, so that the composition agreement does affect its claims.
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e Composition also cancels any debts that would be ranked as provided for in Article 114 of
no. 21/1991 on insolvency etc. iif the deb

When aNindingip Committee decides that voting shall take place on the composition proposal,
convenes a meeting of creditors for that ptigodisee it deems appropridte meeting shall be
convened with a noti fi c astttwoomeeks noticet The Wiiglng g a |
Committee shall prepare a register of the rights to vote on the proposal, specifying the voting ri
attached to each claim, both by number of creditors and by the value of their claims. The register
include onthe claims that have been recognised and to which voting rights are attached in the opin
of the Windiagp Committee. Each creditor with a composition claim against the debtor shall have o
vote in number and a voting power proportionate toofhieis/glumposition claim against the total
value of all the composition claims. If a creditor has two composition claims or more, they shal
added together and counted as one claim and one vote in number will be attached to the claims
whole. One #in number can also be divided between more than one creditor, if an assignment of
composition claim has taken place in the three months prior to the reference date. Voting creditors
vote on a composition proposal in writing, and such vetéskehaithto account if received by the
Windingip Committee no later than when the voting is completed and no one is in attendance on
relevant creditordés behalf. A vote in writin
has @aken with respect to the proposal unequivocally and unconditionally, and the creditor's signatu
confirmed by two witnesses, a district court or Supreme Court lawyer, or a public notary.

A composition proposal shall be deemed approved if suffpodathéyproportion of votes by
creditors in number and by value of their claims, as the proportion of composition claims to
relinquished according to the proposal, provided this reaches 60 per centlst wotainim

amount If the compositionresgnent stipulates something other than relinquishment, e.g. the
exchange of debt claims for shares, it requires approval of 60 per cent of the creditors in number al
value of their clairfighe result of the vote can be decided by a credd@pwitdaclaim then the

result of the vote is postponed until the dispute has been solved before the relevant Court of law

If the composition proposal is approved by the creditors, thp Gomnamigtee must obtain a
confirmation of the District GfuReykjavik of the composition agreement. If it obtains this
confirmation a composition settlement is considered to be concluded. The settlement will only
binding for creditors that have composition claims as defined above. If the composgion settleme
confirmed, the Wineipg Committee shall, as necessary, fulfii any obligations to creditors in
accordance with the settlement and then conclude the widiegdings. The settlement of a
composition claim shall have the same effect asgsisettits original form.

If, on the other hand, the composition proposal is not approved by the creditors or its confirmatior
been rejected, the Windmgommittee shall request that the undern#kiagnto an insolvent
liquidatiarAcreditor may do the same if its claim has been recognised irupemwicekaings

and either the composition negotiations have not yielded any results or the creditor demonstrates
the legal requirements for composition negotiations to &a&enptafcdfilled or that such a large
number of creditors are opposed to composition that there is no possibility of achieving compos
based on available information on the undertaking's financial situation. In order to uphold this clain
creditomust, however, establish a legitimate interest for the insolvency proceedings to go ahead ra
than continuing the wirdmgroceedings.
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7. Overalfrestructuring

Please note that a Public Information Packéajaing ogprehensive information on the agreement
reached between the Government and the Resolution Committee in relation to the transfer of as
and liabilities from the Bank to New Kaupthing in accordance with the Disbursement Act, is availab
t he B gtk Ibontame an overview of the negotiationdesurgsson of the compensation
instruments and summary of the capitalization options.

71 Overall estructuring of the Bank

It is the ultimate role of the Resolution Committee to maaiézef tthe \Bank's assets and pass

on the value to its creditors. Creditors have expressed their views that the maximum value of the a
would not be reached via asset sales under current market conditions. Therefore, according to crec
requestshe Resolution Committee have been working on other solutions to preserve the value
these assets until the markets recover. In many cases, the assets need to be held for some tim
them to be redeemed at full value. According to the Bank'ssstsitagypaly sold if they require
support beyond the means of the Bank or if a satisfactory bid price can be achieved for them :
taking into account the future funding support needed to maintain these assets. The moratorium c
windingip proces®llowing the moratorium will end either through scheme of arrarsgéraant or
liquidation of the Bamkerefore, the Resolution Committee has also asked Morgan Stanley, its
financial advisor, to assist in developing structuring ideas on heveahebasgassed over to
creditors at a later stage. All these ideas should aim at providing ongoing support to the assets
building a structure where creditors can exit their holdings over time.

Work stream
Restructuring work streams are shown below.

Information collection Develop P&L and cash Legal restructuring Registration of claims
Asset assessment and flow forecasts alternatives Assessment of size
performance to date Documentation of Propose adequate target Assessment of rankings
Recovery potential ?y assumptions and capital structure Litigation and impact
- rivers i
Strategy definition ) Develop instruments Graditor groups and
Stress testing Develop implementation targets
Strategy plan




Target structure for the Bank
e After scheme of arrangentie@tBank operates asaaept company as new SPV as
ongdng asset managenmmsmpany
e Value realization for creditors through convergence of claims into cash distribution and issus
ofinstruments
e Strategy focused on value maximization through cash collection, separate monetization
holdings and work out of other assets

Ministry of Creditors
Finance

Shares

Shares and or

' shares + Tier Il The Bank/ SPV <
instrument Senior / Junior Note
! E Shares or
i CVR + Equity Option
v \ 4 \4
New Kaupthing* FIH AS Other Assets

* Provided that New Kaupthing will be retained by the Bank.

Moratorium

Asdiscussed in subchaptéPotential closinfithe moratorium proctmsmoratorium on debt
payments could be ended through a scheme of arramigje cenizsosition of creditors, winging
status of the Bankrmolvent liquidation of the Bank. The decision on the mtegjedutald will

only beaken after the registration of the claims process as part of the overall restructuring. The
currently granted moratorium ends 13 NovemBeh20@9.extension of 9 months can be granted
by the District Court of Reylgtvikearing to be held on 13 November 2009

Claims

Asdiscussed in subchapt&The claimprocessthe registration period ends 30 December 2009 at

the latest. Thereafter, the validity, rank and quantum of claims against the Bank will be determined.
process will determine the total value of claims against the Bank, the identity andaramber of crec
and their proportion and rank in the total value of claims which in turn forms the basis for votin
creditors’ meetings and for the overall restructuring process. -lipbeCoinehitige will hold an all
creditorsneeting on 29 January 2010.
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The Bankdés overall restructuring and key dec
Final restructuring plan will be voted on based on registered claims by creditors at an all credi
meeting. Such meeting can only be held after the finalization of the claims registrati@n process, i.e
earliest in 2010. The finalization of the claims registration process depends on how substantial
disputes in respect of the claims will be. The claims registration process has to be finished in ord
allocate possible voting rights at ctedé@etigs.



Appendixl Meeting minutes from the creditors' meeting held 5 February
2009

Mi nutes recorded by Kaupthing Bank®&s Moratorium
Icelandic Act no. 21/1991 on Bankruptcy etc.

A meeting was held on Thursday 5 February 2009 at 10:00 a.m. at Hilton Reykjavik Nordi
Sudurlandsbraut 2 in Reykjavik, with the creditors of Kaupthing Bank hf., Borgartin 19, 105 Reyk|
IDNo. 560882419, concerning the bank's authorisatioorimioaum.

Olafur Gardarsson, Attorney to the Supreme Court of Iceland, Moratorium Supervisor, chaired
meeting and recorded the minutes, cf. Art. 14 paragraph 2 of Icelandic Act no. 21/1991. The me
was called in accordance with the provishotisleofd8, paragraph 3 of the Act no.161/2002 on
Financial Undertakings, cf. Act no 129/2008.

The meeting was attended by representatives of the bank's creditors, a total of 250 people. Giver
the majority of those present did not speak Icetamdiedtded that the main section of thgmee

would be held in EngliBbmas Jonsson, Attorney to the Supreme Court of Iceland, helped the
Moratorium Supervisor chair the meetiBanKeeesolution committee was also present to answer
guestions.

The Moratorium Supervisor gave a report on the assets and liabilities as of the reference d
explained how he believed the debtor's finances could be reorganised and described what meas
had already been taken in this respect. Those atteneatm¢heeceived a copy of a presentation,

and a detailed summary in English and Icelandic by the Moratorium Supervisor was also distributec

The Moratorium Supervisor announced his proposal that an application be made to extend
moratorium by nimenths at the next hearing of the Reykjavik District Court which is to be held on 1
February at 2:00 p.m.

The Moratorium Supervisor then sought the views of the creditors on his actions and proposals
action.When the Moratorium Supervisor hadlfimistgitors were given the opportunity to ask
guestions and put across their points of vieworfeveabple raised questions.

Questions were raised concerning various topics which had been discussed in the Morator
Supervisorgresentatioand theMoratorium Supervisor and members of the resolution committee
answered these questions as far as they were able. A summary of the questions raised and
committee members' replies is enclosed with these minutes. A German investor speaking on beh
more than 800 German deposit holders declared the group's support for the extension of the ba
moratorium. A letter was also presented from two creditors in which they agreed to the extensior
only for a further three months.

No objections were gdiso the extension of the moratorium. The Moratorium Supervisor asked the
meeting twice whether anybody objected to applying for an extension to the moratorium. No objec
were raised.

At the end of the meeting the Moratorium Supervisor presaimgobiis from the minutes to the
meeting and invited those present to add any remarks they may have. The minutes were approv
their current form.

The meeting was adjourned at 12.15 p.m.
Olafur Gardarsson
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