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Cash in hand

Loans to and claims 

against credit institutions

Loans to customers

Bonds and debt 

instruments

Derivatives and unpaid 

derivatives

Investments in subsidiaries 

Other assets

Shares and instruments 

w ith variable income

Most of the derivatives are not quoted in active markets but in that case the valuation is based on quoted

prices. A market is considered active if quoted prices are readily and regularly available and those prices

represent actual and regularly occurring market transactions on an arm’s length basis. For all other derivative

assets fair value is determined by using valuation techniques. The Bank uses w idely recognised valuation

models for the common and simpler derivatives like options and interest rate and currency sw aps. For more

complex instruments, the Bank uses proprietary models, w hich usually are developed from recognised

valuation models. Some of the inputs into these models may not be directly observable from market data but

are commonly derived from market observables, e.g. from market prices or rates.

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. Once ISDA derivative contracts have been

terminated the non-defaulting counterparty must determine the net amounts ow ed by or to the defaulting

counterparty. Close-out notices providing details of such calculations enable the Bank to reconcile amounts.

In many cases, either no close-out statement has been received or has been inadequately detailed. Some

provisions w ere made to the Bank's valuation of ISDA derivatives to account for potential disputes in

valuation. For Non-ISDA counterparties, a signif icant valuation adjustment w as made on derivative assets to

account for credit, liquidity and collateral risk associated w ith each counterparty.

Foreign exposures in this category are converted to ISK as at the date of this account, 31 December 2009. 

Other assets are valued at fair value. Estimated credit risk of the counterparty has been taken into account in

provisions for losses.

Investments in subsidiaries are valued at net asset value or the enterprise value w hich is generally the

estimated fair value as at 31 December 2009 except for FIH w hich is show n as fully pledged against a loan

w ith the Central Bank of Iceland at the estimated current value of the obligation.

Listed and liquid: the market value as at  31 December 2009.

Unlisted and listed illiquid: similar valuation methodology w as applied to this category as in Loans to

customers at fair value. Illiquidity discount w as applied to less liquid positions. 

Listed and liquid: the market value as at  31 December  2009

Unlisted and listed illiquid: similar valuation methodology w as applied to this category as in Loans to

customers at fair value. Illiquidity discount w as applied to less liquid positions. 

Loans transferred to Arion Bank as part of Arion Bank's capitalization (see further in note 21) are valued at 

the transfer price.

This category includes both live trades as w ell as terminated trades. Terminated trades are converted to

relevant termination currency as at the termination date. 

The calculated amount of derivatives 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.  Derivatives w ith the same legal entity are netted.

Pledged positions: the pledged positions are now represented at the assumed market value of the underlying

collateral as at the Bank‘s interpretation of the valuation date of the underlying agreements. 

Pledged positions: the pledged positions are now represented at the assumed market value of the underlying

collateral as at the bank‘s interpretation of the valuation date of the underlying agreements. 

The valuation methodology for each asset class is abbreviated below .  

The balance of all cash accounts as at 31 December 2009 w ithout any discount.

Loans to and claims against credit institutions are valued at fair value. 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. Valuation techniques include comparison to market prices of similar

observable instruments, comparison to similar instruments for w hich market observable prices exist,

valuations of underlying collateral, net present value techniques, and third party valuations w here again

different valuation models are taken into account. Small exposures w here individual loans have carrying

value of less than ISK 2 billion can be valued based on categorisation and multiples at certain intervals.



 
  

Notes 31.12.2009 30.6.2009 31.12.2008

1-2 176.066 98.799 77.963 

3-4 323.267 442.923 522.714 

5-12 450.948 439.521 337.023 

13-14 63.025 119.064 115.931 

15-16 178.379 214.600 161.851 

17-18 239.017 246.073 233.862 

19 141.626 135.562 129.464 

20 7.540 9.102 13.361 

Total Assets 1-20 1.579.868 1.705.644 1.592.169 

Other assets ......................................................................................................

Asset Valuation
31 December 2009

Assets

Cash in hand ......................................................................................................

Loans to and claims against credit institutions ..................................................

Loans to customers ...........................................................................................

Bonds and debt instruments ..............................................................................

Shares and instruments w ith variable income ...................................................

Derivatives and unpaid derivatives ....................................................................

Investments in subsidiaries ................................................................................



 
 
 
  

Cash in hand

1. Cash in hand broken dow n

by currency as at Arion banki ICB* Other Total

41.353 

40.865 

26.441 

24.730 

22.999 

17.240 

2.438 

46.376 85.514 385 176.066 

2.

Loans to and claims against credit institutions

3. Loans to and claims against credit institutions specif ied by types of loans:

30.6.2009 31.12.2008

Unpledged Pledged Total Total Total

34.590 146.804 181.394 303.119 354.775 

17.983 122.982 140.965 136.150 133.528 

- - - - 29.578 

- - - 12 12 

908 - 908 3.642 4.821 

53.481 269.786 323.267 442.923 522.714 

4. Loans to and claims against credit institutions specif ied by geographical location of the counterparty:

30.6.2009 31.12.2008

Unpledged Pledged Total Total Total

908 123.679 124.587 120.052 118.616 

52.573 146.107 198.680 322.871 404.098 

53.481 269.786 323.267 442.923 522.714 

Loans to customers

5. Loans to customers specif ied by carrying and fair value - this specif ication includes pledged positions:

Carrying value Fair value

Carrying 

value Fair value

Carrying 

value Fair value

1.373.080 450.948 1.363.696 439.521 1.184.829 337.023 

GBP ...............................................................................................................................................................................................

Other .............................................................................................................................................................................................

EUR ................................................................................................................................................................................................

NOK ...............................................................................................................................................................................................

SEK ................................................................................................................................................................................................

ISK .................................................................................................................................................................................................

USD ...............................................................................................................................................................................................

31.12.2008

Loans to customers ...............................................

Principal repayments and interest payments proceeds from the loans to customers portfolio in 2009 amounted to ISK 95 billion.

Loans to and claims against credit institutions ..........................

31.12.2009 30.6.2009

Subordinated loans to subsidiaries ........................................................

The increase in Cash in hand in 2009, amounting to ISK 98 billion, is driven by net proceeds from Loans to customers (principal

repayments and interest payments) of ISK 88 billion, the sale of the Bank's subsidiary in Sw eden of ISK 28 billion and realization of a 5.5%

stake in Storebrand for ISK 20 billion. The primary outf low w as due to repayments to Kaupthing Edge Germany depositors, w hose claims

w ere defined as priority claims according to Act 125/2008 of ISK 58 billion.

31.12.2009

Bank accounts .......................................................................................

Loans at fair value .................................................................................

Other loans ............................................................................................

Domestic ................................................................................................

Foreign ...................................................................................................

The majority of unpledged bank accounts, i.e. ISK 24.530 million, are either frozen and/or have been emptied partially or fully by the

counterparty w ithout legimate acceptable reasons being provided to the Bank. The Bank is currently attempting to retrieve these bank

accounts. The largest sum is at DZ bank ISK 9.926 million and legal proceedings have commenced on that case. 

In January 2010 the equity injection into Arion Bank w as executed, ISK 14.428 million cash (subtraction is not made in the table above),

w as injected to Arion Bank. Further information can be found in note 27.

The pledged bank accounts represent to a large extent collateral posted under derivative trades and repurchase agreements. Of

subordinated loans to subsidiaries, the pledged position is a loan to Kaupthing Mortgage Fund. The unpledged position in this category is a

subordinated bond to FIH. 

Loans to and claims against credit institutions ..........................

31.12.2009

Overdrafts .............................................................................................

Development of cash in hand in 2009:



 
  

6. Loans to customers at carrying value and fair value - breakdow n by portfolio:

Carrying 

value Fair value

325.803 176.033 

231.377 152.294 

707.983 38.567 

107.917 84.054 

1.373.080 450.948 

* Non-operational assets

7. Loans to customers specif ied by sectors:

31.12.2009 30.6.2009 31.12.2008

Fair value Fair value Fair value

99.980 95.463 66.280 

91.891 92.189 69.828 

83.457 74.540 55.127 

64.129 61.363 38.967 

58.715 60.674 61.283 

52.776 55.292 45.538 

450.948 439.521 337.023 

8. Loans to customers specif ied by geographical region:

Carrying value Fair value

Carrying 

value Fair value

Carrying 

value Fair value

709.573 153.308 744.624 164.085 711.729 123.709 

228.357 152.783 246.255 143.656 168.354 88.490 

159.844 104.714 139.804 98.389 114.626 94.893 

275.306 40.143 233.013 33.391 190.120 29.931 

1.373.080 450.948 1.363.696 439.521 1.184.829 337.023 

*UK includes UK overseas territories and Crow n dependencies

In almost all cases, the geographical location is determined by using the registration country.

9. Loans to customers - breakdow n by currency.

Carrying value Fair value

Carrying 

value Fair value

Carrying 

value Fair value

531.676 156.033 559.555 158.807 472.095 115.353 

259.287 79.106 224.484 74.473 218.841 65.823 

127.294 74.832 127.901 69.058 65.957 26.940 

234.847 40.651 237.807 35.755 238.437 35.537 

120.899 30.837 108.078 31.285 103.099 29.953 

39.544 30.436 37.321 26.245 29.246 24.236 

30.040 23.367 34.230 26.076 29.342 24.497 

29.493 15.686 34.320 17.822 27.812 14.684 

1.373.080 450.948 1.363.696 439.521 1.184.829 337.023 

Sector breakdow n as at 30.06.2009 has been amended to facilitate comparison betw een periods since different methodology w as

applied in that period compared to year end figures 2008 and 2009. In the table above, the same methodology is applied across the three

different periods. Hence, the numbers in this table are now  directly comparable.

30.6.2009 31.12.2008

SEK .............................................................................

ISK ...............................................................................

USD .............................................................................

EUR .............................................................................

Other ...........................................................................

Loans to customers ...............................................

** Includes a portfolio of ISK mortgage loans, FX mortgage loans and loans to Icelandic municipalities, organisations and other government

related entities, w hich had previously been pledged by Kaupthing Bank to the Icelandic Central Bank.

In January 2010, w hen the equity injection into Arion Bank w as executed, ISK 28.771 million of loans from the Nordic portfolio at fair value

and ISK 84.054 million of the pledged portfolio (subtraction is not made in the tables above), w as injected to Arion Bank. Further

information can be found in note 27.

31.12.2008

NOA* ......................................................................................................................................................................

Pledged ** ...............................................................................................................................................................

Loans to customers ..........................................................................................................................................

Europe ....................................................................................................................................................................

Nordic .....................................................................................................................................................................

31.12.2009

Industry ............................................................................................................................................

Individuals ........................................................................................................................................

Real estate .......................................................................................................................................

Trade ................................................................................................................................................

Holding companies ...........................................................................................................................

Service .............................................................................................................................................

Loans to customers ....................................................................................................................

CHF .............................................................................

JPY ..............................................................................

31.12.2009

Other ...........................................................................

UK* ..............................................................................

Iceland .........................................................................

Scandinavia ................................................................

Loans to customers ...............................................

31.12.2009

GBP .............................................................................

30.6.2009



 
  

10. Ten largest loans to customers - sector and country

This specif ication is of the fair value of loans to customers and includes pledged positions.

31.12.2009 30.6.2009 31.12.2008

7,2% 7,8% 7,5%

5,7% 7,8% 8,5%

4,9% 4,1% 3,4%

4,3% 4,0% 4,4%

4,3% 4,6% 5,0%

3,9% 3,3% 4,0%

3,1% 2,7% 2,7%

2,9% 3,2% 2,6%

2,7% 3,1% 2,6%

2,4% 2,0% 2,2%

41,4% 42,6% 42,9%

* UK includes UK overseas territories and Crow n dependencies

11. Loans to customers - breakdow n by performance.

This specif ication is of the carrying value and fair value of loans to customers but does not include pledged positions.

Carrying 

value Fair value Carrying value Fair value

Carrying 

value Fair value

Carrying 

value Fair value

Performing loans ................ 75,7% 96,1% 77,3% 84,3% 0,0% 0,0% 29,3% 80,2%

Loans on view  list .............. 0,2% 0,3% 12,3% 9,8% 0,0% 0,0% 2,4% 4,5%

Loans on w atch list ........... 24,1% 3,6% 10,4% 5,9% 100,0% 100,0% 68,3% 15,3%

100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%

12. Loans to customers - maturity profiles:

This specif ication is of the carrying value of loans to customers but does not include pledged positions.

Europe* Nordic NOA Total

96.812 21.359 707.982 826.153 

13.741 44.682 - 58.423 

48.352 19.949 - 68.301 

47.672 58.032 - 105.704 

23.308 35.435 - 58.743 

32.518 43.679 - 76.197 

63.400 8.242 - 71.642 

325.803 231.378 707.982 1.265.163 

UK* / Real estate ..............................................................................................................................

2011 ............................................................................................................................

2012 ............................................................................................................................

2014 ............................................................................................................................

2015 and later .............................................................................................................

Total

Scandinavia / Industry .....................................................................................................................

* Mosaic Fashions (in administration) and the Bank´s financing of NoHo Square (real-estate development at standstill) w here the Bank has

also all the equity are not included in the numbers presented above.

31.12.2009

UK* / Trade .......................................................................................................................................

UK* / Holding company .....................................................................................................................

Scandinavia / Industry .....................................................................................................................

Iceland / Government related entity .................................................................................................

The table above is based on contractual maturity specif ied in the underlying loan agreements unless an acceleration event has occured.

Other / Real estate ...........................................................................................................................

In default* ....................................................................................................................

Europe* Nordic

Performing loans: Loans to entities w here cash flow is suff icient to service debt, i.e. interest and principal repayments, and no breaches

in agreements are foreseeable in the future.

Loans on w atch list: Loans to entities w here cashflow is insuff icient to service debt, i.e. interest and principal repayments and

agreements have been breached repeatedly.

2010 ............................................................................................................................

2013 ............................................................................................................................

NOA

Scandinavia / Industry .....................................................................................................................

Ten largest loans to customers of total loans to customers ............................................

The performance categories are defined as follow s:

Scandinavia / Real estate ................................................................................................................

UK* / Service ....................................................................................................................................

31.12.2009

* Mosaic Fashions (in administration) and the Bank´s financing of NoHo Square (real-estate development at standstill) w here the Bank has

also all the equity are classif ied as being in default. 

Pledged positions of carrying value ISK 107.917 million is not show n in the f igures above.

Loans on view list: Loans to entities w here cash flow is suff icient to service debt, i.e. interest and principal repayments, but agreements

have been breached or are likely to be breached in the foreseeable future. Some banks include this category w ithin performing loans.



 
  

Bonds and debt instruments

13. Bond and debt instruments are specif ied as follow s:

30.6.2009 31.12.2008

Unpledged Pledged Total Total Total

8.958 47.484 56.442 96.898 94.441 

581 6.002 6.583 22.166 21.490 

9.539 53.486 63.025 119.064 115.931 

30.6.2009 31.12.2008

14. Bonds and debt instruments specif ied by issuer: Unpledged Pledged Total Total Total

- 33.853 33.853 43.765 41.428 

4.656 8.828 13.484 46.146 45.807 

4.302 8.637 12.939 24.687 24.682 

581 2.168 2.749 4.466 4.014 

9.539 53.486 63.025 119.064 115.931 

Shares and instruments with variable income

15. Shares and instruments w ith variable income are specif ied as follow s:

30.6.2009 31.12.2008

Unpledged Pledged Total Total Total

5.118 149.530 154.648 199.619 153.274 

23.731 - 23.731 14.981 8.577 

28.849 149.530 178.379 214.600 161.851 

16. Ten largest positions: 30.6.2009 31.12.2008

Unpledged Pledged Total Total Total

- 43.474 43.474 51.246 45.191 

- 33.769 33.769 48.489 26.285 

- 29.835 29.835 30.462 28.351 

- 24.246 24.246 23.470 15.403 

- 7.022 7.022 26.720 21.364 

6.671 - 6.671 4.130 2.015 

- 6.001 6.001 6.174 6.174 

5.674 - 5.674 - - 

180 4.879 5.059 7.486 7.486 

4.494 - 4.494 3.939 3.047 

17.019 149.226 166.245 202.116 155.316 

Unlisted ..................................................................................................

31.12.2009

Listed .....................................................................................................

Unlisted ..................................................................................................

Listed .....................................................................................................

Financial institutions ...............................................................................

31.12.2009

The decrease from 30 June 2009 to 31 December 2009 in pledged positions is driven by the settlements of collateralized agreements. In

addition, the pledged positions are now represented at the assumed market value of the underlying collateral as at the Bank‘s

interpretation of the valuation date of the underlying agreements. 

Government ...........................................................................................

Bonds and debt instruments ..........................................................

31.12.2009

Bonds and debt instruments ..........................................................

Corporates .............................................................................................

Housing Financing Fund .........................................................................

Shares and instruments w ith variable income ...........................

Industry/Other ........................................................................................

Trade/UK ................................................................................................

Service/UK .............................................................................................

Financial/Scandinavia ............................................................................

31.12.2009

Industry/Iceland ......................................................................................

Retail/UK .................................................................................................

Financial/Other .......................................................................................

Ten largest positions total ...............................................................

Service/Scandinavia ..............................................................................

Industry/UK ............................................................................................

Financial/Scandinavia ............................................................................

The pledged positions are now represented at the assumed market value of the underlying collateral as at the bank‘s interpretation of the

valuation date of the underlying agreements.  



 
  

Derivatives and unpaid derivatives - assets

17. Derivatives and unpaid derivatives are specif ied as follow s by status:

30.6.2009 31.12.2008

Carrying Fair Fair Fair

value Provision value value value

18.265 (10.684) 7.581 24.417 43.098 

372.964 (141.528) 231.436 221.656 190.764 

391.229 (152.212) 239.017 246.073 233.862 

* Matured and terminated trades, and unpaid cash f low  from open trades

18. Derivatives and unpaid derivatives are specif ied as follow s by type:

30.6.2009 31.12.2008

Carrying Fair Fair Fair

value Provision value value value

372.245 (140.793) 231.452 220.320 189.493 

16.275 (8.962) 7.313 23.264 42.651 

(5.935) (43) (5.978) (2.828) (2.693)

6.491 (589) 5.902 3.638 3.463 

1.991 (1.722) 269 1.153 447 

162 (103) 59 526 501 

391.229 (152.212) 239.017 246.073 233.862 

* Matured and terminated trades, and unpaid cash f low  from open trades

Investments in subsidiaries

19. Investments in subsidiaries at 31 December 2009 are specif ied as follow s:

Functional Ow ner- 30.6.2009 31.12.2008

currency ship Pledged Total Total Total

DKK 99,9% 97.047 97.047 91.168 86.213 

ISK 100,0% 17.303 17.303 18.317 17.544 

EUR 32,7% - 8.776 8.139 7.445 

EUR 100,0% - 6.264 5.898 5.898 

SEK 100,0% - 5.103 5.734 5.403 

ISK 100,0% - 3.557 5.375 5.375 

Other .................................. - - - 3.576 931 1.586 

114.350 141.626 135.562 129.464 

Other assets

20. Other assets are specif ied as follow s:

31.12.2009 30.6.2009 31.12.2008

Total Total Total

40.549 37.887 35.513 

4.003 6.429 10.293 

(37.012) (35.214) (32.445)

7.540 9.102 13.361 

Accounts receivables ......................................................................................................................

Sundry assets .................................................................................................................................

Provisions ........................................................................................................................................

Other assets .................................................................................................................................

Estimated netting effects on derivatives on the asset side amount to ISK 120.204 million. 

Estimated netting effects on derivatives on the asset side amount to ISK 120.204 million. 

Kaupthing Sverige AB, Sw eden .................................

Kaupthing Mortgage Inst. Investor Fund, Iceland ........

Norvestia Oyj, Finland .................................................

FIH Erhvervsbank, Denmark .........................................

31.12.2009

NBS Diversif ied Credit Fund, UK  ................................

Kirna ehf., Iceland .......................................................

31.12.2009

Open FX Trades, Asset Sw aps & Interest Rate Sw aps .......................

Open Caps, Floors, Barriers ..................................................................

Unpaid FX Trades, Asset Sw aps, Interest Rate Sw aps, FX Options* ..

Unpaid Caps, Floors, Barriers* ..............................................................

Derivatives and unpaid derivatives ................................................

A derivative contract is accounted for as an asset if the total net position of all derivatives contract of the counterparty is in the bank‘s

favour. Negative unpaid carrying value in the analysis of assets is therefore alw ays counteracted by positive values of other contracts

by the same counterparty. 

Investments in subsidiaries ................................

The equity stake in FIH Erhversbank is show n as fully pledged against a liability at the Icelandic Central Bank.

31.12.2009

Unpaid Credit Derivatives* .....................................................................

Unpaid Equity Options* ...........................................................................

Derivatives .............................................................................................

Unpaid derivatives* ................................................................................

Derivatives and unpaid derivatives ................................................

The Bank controls 56.0% of the votes in Norvestia Oyj despite holding only 32.7% of outstanding shares, and the company is thus

considered to be a subsidiary of the Bank.



 
  

Other Information

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

21.

Claims for administration of the estate and known priority claims 

22. Claims for administration of the estate and know n priority claims are specif ied as follow s:

31.12.2009 30.6.2009 31.12.2008

44.927 43.335 41.027 

- 7.547 9.123 

612 - - 

6 2.140 54.775 

- - 14.130 

45.545 53.022 119.055 

23. Total assets net of pledged assets and know n priority claims* - netting due to derivatives taken into account:

Know n 31.12.2009 30.6.2009 31.12.2008

31.12.2009 Pledged priority Estimated Estimated Estimated

Assets Total assets positions claims* valuation valuation valuation

176.066 - - 176.066 98.799 77.963 

323.267 (269.786) - 53.481 42.899 148.548 

450.948 (84.054) - 366.894 357.259 259.666 

63.025 (53.486) - 9.539 12.344 2.652 

178.379 (149.530) - 28.849 35.055 23.203 

239.017 (120.204) - 118.813 102.556 96.626 

141.626 (114.350) - 27.276 26.077 25.707 

7.540 - - 7.540 9.102 13.361 

1.579.868 (791.410) - 788.458 684.091 647.726 

- - (45.545) (45.545) (53.022) (119.055)

1.579.868 (791.410) (45.545) 742.913 631.069 528.671 

* Claims for administration of the estate and know n priority claims represent liabilities w hich are listed by the ResCom in note 22. Until all

claims have been recognized and disputes settled by the Winding-up Committee, the real and accurate amount of liabilities, including but

not limited to priority claims, is uncertain. It should also be noted that this estimate is put forth by the ResCom and does not reflect the

decisions of the Winding-up Committee on individual claims.

Total assets after subtracting ..............................

Loans to and claims against credit institutions ...........

Loans to customers ....................................................

Bonds and debt instruments .......................................

Shares and instruments w ith variable income ............

Derivatives and unpaid derivatives .............................

Investments in subsidiaries  ........................................

Other assets ...............................................................

Claims for estate admin and know n priority claims .....

Total assets .............................................................

The table above is put forth for illustrative purposes only and represents claims for administration of the estate and piority claims that are

know n to the ResCom. Until all claims have been recognized and disputes settled by the Winding-up Committee, the real and accurate

amount of liabilities, including but not limited to priority claims, is uncertain. It should also be noted that this table is put forth by the ResCom

and does not reflect the decisions of the Winding-up Committee on individual claims.

In October 2008 all of the Bank's deposit liabilities in Iceland w ere transferred to Arion Bank (previously New Kaupthing), and also the bulk

of the Bank's assets that relate to its Icelandic operations, such as loans and other claims. This transfer w as done according to the FME's

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") from the transfer of assets and liabilities from the Bank to Arion 

Bank; the valuation gap is assessed at ISK 38.358 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 valuation gap amounted to ISK 44.927 billion as at 31 December 2009. The valuation gap

is denominated 50% in EUR and 50% in ISK. The current increase in the valuation gap is due to currency movements and accrued

interests. The size of the valuation gap w ill be reassessed annually by an independent auditor - the first reassessment w ill be made in

April 2010. Therefore, the size of the valuation gap can decrease but has been capped at the initial value save for currency movements

and accrued interests. 

Liability to Arion Bank in return of assets and liabilities transferred ................................................

Deposits ...........................................................................................................................................

The table above does not fully take into account the impact of set-off as further described in note 24.

It should also be noted that there w ere signif icant movements in foreign exchange rates in 2009.

Liability to Arion Bank .......................................................................................................................

Accounts payable - costs of managing the Bank w hile in moratorium process  ............................

Cash in hand ...............................................................

The valuation herein of the Bank's assets is based on the methodologies described in chapter 2.1.1 Valuation Methodology and is a

historical valuation only. No attempts w ere made at this time to assess the possible future value of assets, nor to estimate likely recovery

of creditors’ claims. 

Contrary to prior accounts published by the ResCom, derivatives and collateral posted against derivatives are show n on a netted basis.

Comparison numbers from past periods have been amended on approximate basis to reflect this as w ell to facilitate comparison to past

periods.

Liability to Norw ay and Finland regarding deposits .........................................................................

Known claims for administration of the estate and known priority claims ....................



 
  

24. Set-off

25. Claim process

The estimated liability side fixed as at 22 April 2009 w as published in the Bank’s half year accounts as at 30 June 2009. The claim registry

w as published by the Winding-up Committee as at 22 January 2009. In note 26, the ResCom has roughly categorized the claim registry in

order for it to be comparable w ith the previously published liability side of the balance sheet as at 30 June 2009. Revision of claims w hich

had been fixed as at 22 April 2009 w as not carried out since the responsibility of determining the liability side of the balance sheet is

placed w ith the Winding-up Committee through a strict legal process set out in Act no. 161/2002 on Financial Undertakings and Act no.

21/1991 on Bankruptcy etc.

In total of 28,085 claims w ere lodged against Kaupthing Bank by the deadline for lodging claims on 30 December 2009. Claims against the

Bank w ere received from creditors in 119 countries, over half of them interest claims from Germany, mostly related to deposits. Among

the largest creditors are domestic parties, domestic and foreign financial institutions, and various investment funds abroad, including

venture capital funds, mutual funds and hedge funds. 

The total amount of claims lodged is ISK 7,288 billion, at the ISK exchange rates of the Central Bank of Iceland on 22 April 2009. The

aggregate amount of claims exceeds the Bank's liabilities as recognised in its balance sheet of 30 June 2009. The difference can in part

be explained by claims lodged for deposits w hich the Bank has already repaid, signif icant amount of bond claims and some deposits

claims lodged in duplicate or triplicate, off-balance sheet items, such as claims for damages and guarantees. Furthermore, creditors

generally lodge claims at maximum levels. The aforementioned claims add up to at least ISK 2,900 billion.

As at 20 October 2009, the Resolution Committee put forth preliminary estimated set-off effects w here it estimated that in total up to ISK

100 billion on the face value of both the respective assets and the respective liabilities could be subject to set-off. The committee also

noted that the set-off effects on the assets and liabilities side may differ. The list of set-off claims increased substantially in the latter half

of the claim filing period w hich ended 30 December 2009 and at that time, the list of set-off claims amounted to ISK 650 billion. The

Resolution Committee has independently review ed the list of set-off claims provided by the Winding-up Committee on an approximate and

rough basis. The Resolution Committee's conclusion after the revision of the list is to revise its current estimation on set-off effects to ISK

100 - 150 billion in total on the face value of the respective liabilities. As the Resolution Committee has noted before, the exact set-off

effects on the assets and liabilities side may differ and the committee estimates that the effects on the asset side w ill be substantially

low er since some of the assets that are subject to set-off have already been impaired or provisioned for. The committee’s estimation

takes into account the fact that substantial amount of the set-off claims filed are already accounted for in note 23. It should also be

stressed that this estimation is put forth by the Resolution Committee and does not reflect the decisions of the Winding-up Committee on

individual claims.

As at 29 January 2010, the Winding-up Committee hade made decisions on over 16,000 claims or approx. 57% of the total number of

claims lodged. By far the greatest numbers of those w ere for interest on deposits from Germany, w hich w ere received in a fairly steady

stream throughout the claims period. Most claims from banks and financial undertakings, on the other hand, w ere received near the end of

the deadline. Follow ing the creditors’ meeting of 29 January, the Winding-up Committee has continued to take decisions on those claims

lodged for w hich decisions have not been taken. A follow -up creditors’ meeting w ill be held on 18 May 2010 w here the Winding-up

Committee w ill present its decisions on claims on w hich decisions have not been taken prior to the meeting on 29 January 2010, in so far

as possible. At that meeting the Winding-up Committee intends to have completed its decisions on all claims lodged on the basis of Articles

109, 110, 111 and 112 of the Act on Bankruptcy etc., No. 21/1991. Work w ill proceed in tandem to this on decision on bond claims and

other unsecured claims. 

The liabilities of the Bank are currently being determined through a formal claims filing process w hich is administered by the Winding-up

Committee of the Bank. The scope of the liabilities of the Bank remains uncertain until the legal process of recognizing and rejecting claims

has been further progressed by the Winding-up Committee. In the event there are discrepancies betw een the liabilities estimate presented

by the Resolution Committee and the claims against the Bank as finally determined by the Winding-up Committee, the determination of

liabilities by the Winding-up Committee prevails. 

A formal process for the creditors of the Bank to file claims against the Bank began on 30 June 2009 and ended on 30 December 2009.

Until the Winding-up Committee has recognized all claims and disputes have been settled, the real and accurate amount of liabilities is

uncertain. According to Act no. 44/2009, all claims should have been filed as at 22 April 2009 in the relevant currency and converted into

ISK at the exchange rate published by the Central Bank of Iceland on 22 April 2009. 

The real and accurate amount of set-off claims accepted remains uncertain until recognized and disputes settled by the Winding-up

Committee. The Winding-up Committee received set-off claims from close to 100 counterparties amounting to approximately ISK 650 billion.

It should be noted that set-off claims are lodged in different w ays and many of them are lodged at a maximum level. Not all claims

regarding set-off may fulf ill the conditions that a declaration for set-off must fulf ill according to Icelandic law and in some cases creditors

only reserve the rights to a possible set-off. All amounts regarding set-off must be review ed bearing that in mind. 

Set-off impacts can make a material difference to overall creditor recoveries. Further information w ill be provided on this matter as it

becomes available.

The valuation of assets and liabilities in this report does not take fully into account the impact of set-off.  



 

26. Comparison of liabilities betw een claim registry and the Bank's balance sheet as at 30.06.2009:

30.6.2009 Total Priority General Subordi-

Balance sheet Claims nated

151.808 - - - - 

2.140 58.588 21.779 35.688 1.121

136.296 502.965 48.403 435.697 18.865

3.237.006 - - - - 

- 3.431.151 133.719 3.119.568 177.864

- 570.084 205.566 358.898 5.620

- 297.791 204.809 89.389 3.593

43.335 43.568 43.568

108.302 - - - - 

4.114 1.241 2.616 257

6.130 5.347 692 92

1.098.334 964.808 132.167 1.358

645.424 459.060 119.841 66.524

51.120 1 51.118

1.632 1.308 315 9

176.948 20.707 156.215 26

3.678.887 6.887.848 2.110.316 4.502.203 275.329 

422.624 400.802 862 291.373 108.567

27.804 

450.428 400.802 862 291.373 108.567

4.129.315 7.288.650 2.111.178 4.793.576 383.896 

Events occuring after 31 December 2009

27. Investments in subsidiaries - explanation of the equity injection into Arion Bank and the effects on the balance sheet.

Carrying Market 

value value

29.424 28.771 

107.917 84.054 

14.428 14.428 

(61.253) (61.253)

90.516 66.000 

Total liabilities

Subordinated loans ................................................................................

Interest expense from 22.4.2009-30.06.2009 .......................................

Total subordinated liabilities

Total senior liabilities

Liability to Arion Banki in return of assets and liabilities transferred .....

Other liabilities ........................................................................................

Invoices ..................................................................................................

Edge interest claims ...............................................................................

Guarantees ............................................................................................

Damage claims .......................................................................................

Contracts ...............................................................................................

Reimbursements ....................................................................................

Miscellaneous ........................................................................................

The assets w ere evaluated at the transfer price to Arion Bank. The effects on the balance sheet of Kaupthing Bank w ill be that these

assets w ill be deducted from the relevant asset classes and the total, ISK 66.000 million is booked under Investments in subsidiaries.

Corporate Loans  ...................................................................................................................................................

Other loans *  .........................................................................................................................................................

Cash .......................................................................................................................................................................

* a portfolio categorized under Loans to customers under the name Pledged and consists of ISK mortgage loans, FX mortgage loans and

loans to Icelandic municipalities, organisations and other government related entities, w hich had previously been pledged by Kaupthing

Bank to the Icelandic Central Bank valued at ISK 84.054 million (net ISK 22.802 million after the corresponding liability of ISK 61.253 million

tow ards the Icelandic Central Bank has been transferred to Arion Bank). 

Liability to the Icelandic Central Bank .....................................................................................................................

Equity injection into Arion bank ......................................................................................................................

Kaupthing, through its subsidiary Kaupskil ehf., contributed assets valuated as at 8 January 2010 at ISK 66.000 million equivalent to 65%

of the overall capitalization of Arion Banki for w hich it received 87% of the share capital. Kaupthing capitalised Arion Bank in the follow ing

manner.

On 11 January 2010 the Icelandic Financial Authority (FME) granted Kaupthing Bank’s subsidiary Kaupskil ehf. permission to ow n a

qualifying holding in Arion Bank on behalf of Kaupthing. This permission w as given follow ing the conclusion of an agreement on the

ow nership of Arion Bank betw een Kaupthing Bank and the Ministry of f inance. 

This table above is put forth for illustrative purposes only. The claim registry is based on numbers provided by the Winding-up Committee

w hich have not been review ed by the ResCom. Detailed matching betw een the claim registry and the balance sheet has not been

completed and hence, claims in each bucket of the liability side of the balance sheet may not be directly comparable to the claim registry. 

It should also be noted that amounts according to claim registry are put forth for information purposes only and do not reflect the decisions 

of the Winding-up Committee on individual claims.

Some disparity may be betw een number of claims and amounts according to claim registry as show n above and the number of claims and

amounts in the claim registry made available to creditors by the Winding-Up Committee on 22 January 2010. This is due to the fact that the

Winding-up Committee has made numerous corrections on the claim registry, both w ith regards to number of claims and amounts. Several

claims have also been w ithdraw n. An updated claim registry along w ith corrections of list of claims is available for creditors at a secure

site on w w w .kaupthing.com

Derivatives and unpaid derivatives ........................................................

Borrow ings ............................................................................................

     Bonds ................................................................................................

     Loans ................................................................................................

     Deposit agreements ..........................................................................

Deposits .................................................................................................

Due to credit institutions .........................................................................

Claim registry



 

  

Foreign exchange rates

31.12.2009 30.6.2009 31.12.2008

112,53 102,90 84,46 

119,74 109,91 98,72 

121,18 117,78 113,82 

24,16 24,04 22,73 

179,78 179,04 169,27 

202,65 210,04 176,48 

1,35 1,32 1,34 

21,63 19,84 17,39 

17,54 16,52 15,44 

125,43 127,56 121,10 

AUD ..................................................................................................................................................

CAD ..................................................................................................................................................

CHF ..................................................................................................................................................

DKK ..................................................................................................................................................

EUR ..................................................................................................................................................

GBP ..................................................................................................................................................

JPY ...................................................................................................................................................

NOK ..................................................................................................................................................

SEK ..................................................................................................................................................

USD ..................................................................................................................................................

The foreign exchange rates used in the preparation of this financial information as at 31 December 2009 is based on Reuters foreign

exchange rates as at 16:30 on that date. The table below displays the foreign exchange rates used for the balance sheet as at 31

December 2009 and the foreign exchange rates for past comparison periods.
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Europe
39%
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12%
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Other
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5,7%

4,9%
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3,9%
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5,0%
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UK*/Trade UK*/Holding 
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UK*/Real Estate Scandinavia / 
Industry

Other / Real 
Estate

Iceland / 
Government 
related entity

Scandinavia / 
Industry

Scandinavia / 
Real Estate

UK* / Service Scandinavia / 
Industry

GBP 39%

EUR 19%

SEK 9%

ISK 9%

CHF
3%

USD 17%

JPY 2%

Other 2%

Carrying value 

GBP 35%

EUR 17%

SEK 17%

ISK 7%
CHF 7%

USD 9%

JPY 5%

Other 3%

Fair value



Europe 122

Europe 176

Nordic 86

Nordic 152
NOA 45

NOA 39

Pledges 84

Pledges 84

- 65

28

121

30

Loans to customers 
31.12.2008

Net cash inflow (Principal 
repayments of loans to 

customers)

Loans transferred from 
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Real value increase (net of 
fx difference)

FX changes Loans to customers 
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 Reasons for potential asset disposal: 

• Estimated current value/potential sale value > future target value
• Unfavorable risk/return to hold and support asset

• Too expensive to support asset
• Cannot hold on asset due to regulatory and/or legal reasons
• Bids for loans: full repayment plus interest

Acceptable
Not 

Acceptable

The Asset Committee’s decision criteria
• Expected value achieved through disposal vs. expected value if retained and 

certainty of value
• Proposal considered within the context of current valuation, trading levels in 

the market and future target value

Decision made 

with advice 

from external 

advisors as 

needed.

Proposal submitted to the Asset Committee

Finalizing process design

Sales process

Documentation 

Timing

Advisors’ mandate

Proposal submitted to the ResCom

Final decision made by the ResCom

Detailed facility by 

facility review has been 

carried out and 

strategies for all loan 

exposures and their 

recovery been 

formulated with the 

aim of ensuring 

realization of its 

maximum value. 

Target value for year-

end 2012 has been 

established for all loan 

and equity positions 

exceeding ISK 1bn.
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32% 34%

75% 76%

8%
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76%

61% 60%

21% 24%
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Watch

View
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ISK 273bn ISK 264bn ISK 224bn 
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41% 41%

14% 11%

April 2009 June 2009 Sep 2009 Dec 2009

Watch

View

Performing





 

 

 

 



 

 

 

 

 

 





 

 

 

 

 

Kaupthing capitalization assets

Amounts in ISKm Carrying Value Market Value Transfer %

Corporate Loans 29.424 28.771 98%

Other Loans 107.917 84.054 78%

Cash (ISK) 14.428 14.428 100%

Liability to the ICB (61.253) (61.253) 100%

90.516 66.000



http://www.arionbanki.is./
http://www.fih.dk/


http://www.norvestia.fi/


http://www.kaupthing.se/


 

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.uk/
http://www.kaupthingsingers.co.im/




 





 
 

 

 

(ISKm) Q1 Q2 Q3 Q4 Total

Salaries and salary related cost 66 105 137 229 537

External advisors 406 594 875 1.350 3.225

Thereof domestic 89 171 259 375 894

Thereof foreign 317 423 616 975 2.331

Other expenses 37 76 139 72 324

Total 509 775 1.151 1.651 4.086



 

 
 

The Winding-up Committee

Olafur Gardarsson, Attorney to the Supreme Court of Iceland

Feldis Lilja Oskarsdottir, Attorney to the District Court of Iceland 

David Benedikt Gislason, Attorney to the District Court of Iceland 

Moratorium Supervisor

Olafur Gardarsson

Attorney to the Supreme Court of 
Iceland

External Investigation Counsel

PricewaterhouseCoopers Secretary of the Winding-up 

Committee

Legal Counsel (10) 

Media Relations

Record Management (4)





ISK 7.286 bn

ISK 4.129 bn

-1.333

-450

-779

-356
-239

Total lodged            
claims

Known duplicate or 
triplicate claims

Deposits claims 
already repaid or 

belong to 
subsidiaries

Off  balance sheet 
items (damage 

claims & 
guarantees)

Large derivatives 
claims under 

dispute

Other /              
Dif ference

Total liabilities 
according to 

Balance Sheet 30 
June 2009





 

 
 

 



 

 

 
 

 



 



 



 

 

 



 

The Bank / SPV

Arion Bank

Creditors

FIH
Other Assets & 

Subsidiaries

Shares

Senior / Junior Notes

Loan Portfolio
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31.12.2009 30.6.2009 31.12.2008

AUD ............................................................ 112,53 102,90 84,46 

CAD ............................................................ 119,74 109,91 98,72 

CHF ............................................................ 121,18 117,78 113,82 

DKK ............................................................ 24,16 24,04 22,73 

EUR ........................................................... 179,78 179,04 169,27 

GBP ........................................................... 202,65 210,04 176,48 

JPY ............................................................ 1,35 1,32 1,34 

NOK .......................................................... 21,63 19,84 17,39 

SEK ........................................................... 17,54 16,52 15,44 

USD .......................................................... 125,43 127,56 121,10 





 


