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Avarp formanns

Address of the Chairman of the Board of Directors

Margeir Pétursson

Stjornarformadur
Chairman of the Board of Directors

4 MP Fjérfestingarbanki

Arid 1999, pegar félagid sem sidar vard
MP Fjérfestingarbanki var stofnsett med
100 milljonir kréna 1 stofnfé, hefdi mig
ekki 6rad fyrir pvi ad adeins sex arum sidar
veeri pad ordid éflugur banki og hefdi nad
ad hagnast um milljard kréna a adeins
einu ari. A pessum sex drum hofum vid po
purft ad ganga { gegnum einhverjar mestu
sviptingar { manna minnum 4 fjarmala-
morkudum. Eg vil pakka samstarfsfélki og
starfsmonnum fyrir frdbeert starf { pagu
félagsins, sérstaklega Sigurdi Valtyssyni,
framkvaemdastjéra, stjornarménnum fyrir
gott samstarf og hluthéfum og vidskipta-
vinum fyrir traust peirra & bankanum. Pad
hefur ekki bara nadst fjarhagslegur
arangur, petta hefur verid stérkostlega
skemmtilegur timi sem ég hefdi alls ekki
viljad missa af.

Pad er 6hjakveemilegur pattur { starfsemi
fjdrfestingarbanka ad taka aheettu, en
jafnframt ad stilla henni { héf og dreifa
aheettunni eins og mogulegt er. Petta
hefur tekist vonum framar hja okkur a
undanférnum tveimur arum og aheetta
bankans er minni i lok arsins en vid
upphaf pess. P6 tel ég ad moguleikinn &
ardsemi s¢ ekkert siori.

Pad er mikid alitamal hvort hatt gengi
islensku krénunnar og heekkanir a
innlendum hlutabréfamarkadi fai stadist til
lengdar. Ovedursky sjast vid sjondeildar-
hring. Pad ma a.m.k. veenta pess ad
talsverdar sviptingar séu framundan. Vid
pessar adsteedur er naudsynlegt fyrir
fjarfestingarbanka ad dreifa aheettu sinni
verulega og vera ekki of hddur smaum og
prongum morkudum. Vid héfum valid pa
leid ad leita feera a erlendum morkudum
sem eru ad fara { gegnum préunarkafla,
svipadan peim sem sa islenski hefur
gengid 1 gegnum a undanférnum 15 arum
eda svo. Jafnframt getum vid veitt hinum
fjolmorgu islensku fjarfestum 1 leit ad
nyjum teekifeerum 4 slikum morkudum
alhlida pjonustu.

Hvad svo sem framtidin ber { skauti sér pa
er ég ekki { nokkrum vafa um ad med
styrk frabeers starfsfélks og skyra
stefnumétun ad leidarljési verdur MP
Fjarfestingarbanki dfram { mikilli sékn &
neestu arum. Pad er gaman ad starfa {
sigurlidi og leikgledin mun fleyta okkur

langt.



When the predecessor to MP Investment
Bank was founded in 1999 with a starting
capital of USD 1.6 million, I could hardly
have imagined that only six years later the
Bank would have grown to become an
investment bank of substantial resources,
showing a profit of USD 16.6 million in
just a single year. During these six years
we have endured some of the greatest
financial market fluctuations in recent
history. I want to thank my colleagues and

employees for a job well done, especially
our Managing Director, Mr. Sigurdur
Valtysson. Furthermore, I want to thank
the Members of the Board of Directors for
their fine supervisory work, and thank the
shareholders and customers of the bank
for their trust. These six years have not
only been profitable, they have also been
highly exciting. I wouldn't have missed
them for the world.

It is an unavoidable part of the operations
of an investment bank to undertake
substantial risk, but an investment bank
must also reduce this risk to acceptable
levels and spread the risk as much as
possible. These tasks have been
successfully executed over the past two
years and the Bank's risk is now less at the
end of year 2004 than it was at the
beginning of the year. However, I am also
delighted to report that I do not think that
our prospects for profitability are any less.

It is a matter of opinion whether the high
exchange rate of the Icelandic krona and
the significant price increases on the
Icelandic stock market are sustainable.
Some dark clouds may already be seen
gathering on the horizon. At least we
should expect substantial price
fluctuations. Under such conditions it is
vital for an investment bank to diversify to
a great extent and not to become overly
dependent on small, narrow markets. We
have chosen a path to look for
opportunities in foreign markets that are
in developing stages, just as the Icelandic
market has been for the last 15 years or so.
At the same time we can provide full
service to the needs of the numerous
Icelandic investors searching for
opportunities in such markets.

Whatever surprises the future may bring
us, I have no doubt that with the strength
of our outstanding team and with a clear
strategy, MP Investment Bank will
continue to grow and prosper. It is
obviously a great pleasure to be part of a
winning team and our team spirit will
carry us even further towards our goals.
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Avarp framkvemdastjora
Address of the Managing Director

Sigurdur Valtysson

Framkveemdastjori
Managing Director

Address of the Managing Director

2004 was a great and eventful year for us
at MP Investment Bank considering it was
the first year we actually operated as an
investment bank. Not only did the Bank
and its shareholders gain record profits
but the Bank became stronger in all
service fields as well. All income divisions
of the Bank returned acceptable profits in
addition to profits in the financial markets.

The Bank's total assets at the end of 2004
had increased by 157% during the year
and amounted to USD 200.4 million. The
Bank's equity was USD 31.4 million and
had increased by 91% in spite of

6 MP Fjérfestingarbanki

Arid 2004 var frabeert og vidburdarrikt fyrir
MP Fjérfestingarbanka, starfsmenn og
stjérnendur. A fyrsta heila starfsarinu sem
fjdrfestingarbanki var ekki adeins um ad
reeda methagnad fyrir bankann og
hluthafa, heldur styrktist bankinn & éllum
svidum pjénustu med aukinni veltu og
ardsemi. Oll tekjusvid bankans skiludu
ageetum hagnadi og hagnadur af fjarfest-
ingum bankans & morkudum var gédur.

Heildareignir bankans { arslok 2004 voru
12.262 millj. kr. og jukust um 157% a
arinu. Eigid fé bankans jokst um 91% 4
arinu og var 1.919 millj. kr. { arslok, pratt
fyrir ardgreidslu ad fjarhaed 109 millj. kr.
Avéxtun eiginfjar eftir skatta var 102,7%
og CAD hlutfall var 21,1%.

distributing USD 1.8 million in dividends.
The return on equity after taxes was
102.7% and the CAD ratio was 21.1%.

It is benefiting our operations to take part
in tough competition in the Icelandic
market where our independence as an
investment bank gives us a certain head
start over our commercial bank
competitors. The Bank's project pipeline is
firm. And this year, 2005, has started out
well. The rapid growth of the Bank - with
a strong and supportive shareholder base
and a equity of USD 32.7 million - makes
MP Investment Bank able to compete for

MP Fjérfestingarbanki nytur pess ad vera {
hardri samkeppni & markadi par sem
sjélfsteedi bankans veitir akvedid forskot 1
samkeppninni vid vidskiptabankana.
Verkefnastada bankans er traust og arid
2005 byrjar vel. Or voxtur bankans, traustir
hluthafar sem bakhjarlar og 2 ma. kr. eigid
fé gerir MP Fjarfestingarbanka samkeppnis-
heefan til ad takast & hendur hvada
verkefni sem er, 6had steerd, a islenska
markadnum.

Eg tel bankann btia ad 6flugu, reynslu-
miklu og traustu starfsfélki og pvi vel
stakk buinn til ad takast a vid verkefni
framtidarinnar. Eg vil pakka starfsfolki
frabeert framlag & siGasta ari, pad er
grunnurinn ad starfi okkar og styrk og
mikil hvatning til ad standa pétt saman og
gera enn betur { framtidinni.

any project in the Icelandic financial
markets, regardless of size.

I consider the Bank particularly well
positioned to undertake future projects
with experienced and reliable employees
onboard. In particular I would like to
express my thanks to the Bank's
employees for their input over the last
year and I know that this has been the
foundation of both our work and our
strength. And it will be a great inspiration
to be a part of our tightly knitted group as
we continue to improve on our splendidly
solid past.



Stjérn
Board of Directors

Framkvaemdastjori
Managing Director

Innra eftirlit
Internal Auditor

Bakvinnsla
Accounting

Eignastyring

Asset Management

Midlun
Capital Markets

Fyrirtaekjasvid
Corporate Finance

préunarsvid
Business Development

Skipurit MP Fjdrfestingarbanka
MP Investment Bank's Organizational Chart
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Agtist Sindri Karlsson, Sigfts Ingimundarson, Sigurdur Gisli Pdlmason, Margeir Pétursson, Gunnar Arnason og Sigurdur Valtysson framkvaemdastjori

Stjorn MP Fjarfestingarbanka og framkvaemdastjori
Board of Directors and Managing Director
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Agrip iir sogu bankans

1999

Margeir Pétursson stofnar MP Verdbréf
hf., d&samt Sverri Kristinssyni og Aggsti
Sindra Karlssyni sem attu 10% hluti hvor,
en Margeir 80%. Stofnhlutafé var 100
milljonir kréna.

[ upphafi voru starfsmenn fimm og
pjénusta fyrirteekisins var bundin vid
sérheefda eignastyringu og midlun
verdbréfa an radgjafar.

Margeir Pétursson var fyrsti framkvaemda-
stjori félagsins dsamt Audi Finnboga-
dottur, en fyrsti formadur stjornar var
Agﬁst Sindri Karlsson, 16gmadur.
Fyrirteekid var stofnad i tveimur herbergj-
um i Austurstreeti 17, 1 hjarta borgarinnar,
en flutti strax um sumarid { Gardastreeti
38, Reykjavik. Pegar 4 fyrsta ari nadi
fyrirteekid ad skila dgeetum hagnadi.

2000

Fyrirteekjasvioio sett 4 laggirnar. Fyrstu
verkefni pess voru hlutafjaritbod, verdmat
og radgjof. Audur Finnbogadottir tekur ein
vid framkveemdastjorn en Margeir
Pétursson verdur formadur stjornar.
Félagio flytur tr Gardastreetinu hinn

1. september 1 nytt og mun steerra eigio
htisneedi ad Skipholti 50d, Reykjavik og
starfsmonnum fjolgar 1 15.

8 MP Fjérfestingarbanki

2001

Hlutafé aukid og markid sett 4 ad verda
fjarfestingarbanki. Jén og Sigurdur Gisli
Palmasynir eru & medal margra nyrra
hlutahafa. Bankinn hof ad veita alpjodlega
einkabankapjonustu i samstarfi vid banka 1
Sviss.

Pattaskil urdu i islenska orkugeiranum
pegar félagid sa um samruna og
hlutafélagaveedingu Hitaveitu Sudurnesja
og Rafveitu Hafnarfjardar.

2002

[ arsbyrjun var hlutafé aftur aukid. Jon og
Sigudur Gisli Pdlmasynir auka hlut sinn og
sémuleidis Jon Hjartarson. Sigfts
Ingimundarson verdur varaformadur
stjornar. P4 var bankinn radgefandi adili
vegna kaupa 4 Hf. Olgerdinni Egill
Skallagrimsson. I lok 4rsins gerdist
bankinn adili ad 6flugu fjarfestingafélagi
sem fékk nafnid Atorka.

2003

Sigurdur Valtysson radinn framkvaemda-
stjori { byrjun ars. Skuldabréfatitbod verda
megin vidfangsefni 4 fyrirteekjasvidinu.
Utbod fyrir Seeplast og Eimskip brjéta blad
pegar vextir laekka & skuldabréfamarkadi
fyrirteekja. Bankinn solutryggir og selur

5 ma. kr. skuldabréfaitbod fyrir Eimskip.

[ maf beetist Sparisjédur vélstjéra { hop
hlutahafa.

Bankinn var rddgefandi adili um einka-
veedingu Sementsverksmidju rikisins fyrir
hond Framkvaemdanefndar um
einkavaedingu.

Pann 15. oktéber fékkst leyfi fjarmala-
eftirlitsins til fjarfestingarbankastarfsemi
og var nafni bankans breytt { kjolfarid { MP
Fjarfestingarbanki hf.

2004

Bankinn er umsjonaradili solutryggdra
skuldabréfatitboda fyrir sveitarfélog og er
ahrifavaldur 1 leekkun vaxta til
sveitarfélaga.

1 maf verdur bankinn adalmidlari
rikisverdbréfa fyrir Lanasyslu rikisins og {
juni verdur bankinn vidskiptavaki med
ibtidabréf fyrir fbidalanasjés.

Bankinn var umsjénaradili med solu a
Egilshollinni, steersta {prottamannvirki
landsins { einkaeign.

Umsjoén med steersta skuldabréfattbodi
fyrirtaekis 4 fslandi pegar bankinn solu-
tryggdi og seldi 8 ma. kr. fyrir Meid ehf.



Bankinn selur hluti sina 1 fjolmoérgum
hlutafélogum med gédum hagnadi, s.s.
Atorku, Og Vodafone, Islandsbanka og
Landsbankanum og snyr sér { auknum
meeli ad skuldabréfafjarfestingum sem fela
i sér minni aheettu.

[ september hefur eignarhaldsfélag 4
vegum bankans, stadsett { Vilnius
hofudborg Lithden, storf { Mid- og Austur
Evrépu med 4 starfsmonnum.

2005

Bankinn skilar arsuppgjori med ramum
milljardi { hagnad. Eigid fé neer 2 ma. kr.
eftir géda byrjun i upphafi arsins.

Bankinn var 1 fyrsta sinn umsjonaradili
med skuldabréfaitbod fyrir Sparisj6d,
pegar hann solutryggdi Gtbod fyrir
Sparisj6d Képavogs.

[ haust verda 16gd drég ad starfsemi 1
fjorum 16ndum med enn frekari
aheettudreifingu ad leidarljosi.

Arsskyrsla 2004
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Summary of the Bank's History

1999

Margeir Pétursson established MP
Verdbréf hf. (MP Securities) with Sverrir
Kristinsson and Agst Sindri Karlsson,
both of whom owned 10% of shares, with
Margeir Pétursson owning the remaining
80%. The initial share capital was USD 1.6
million.

Initially there were five employees and the
Company focused on providing
specialized asset management services as
well as acting as a discount broker.

Margeir Pétursson and Audur Finnboga-
dottir were co-Managing Directors of the
Company (the Company's first Managing
Directors). The first Chairman of the Board
of Directors was Agust Sindri Karlsson, an
attorney. The Company started out in a
two-room office and managed to actually
turn a healthy profit in the first year of
operations.

2000

Corporate Division established. The first
projects of this division were share
offerings, valuations and consulting.
Audur Finnbogadoéttir became the sole
Managing Director of the Company and
Margeir Pétursson became Chairman of
the Board of Directors. On September 1*
the Company moved to its new (and
present) premises at Skipholt 50d in
Reykjavik, and the number of employees
increased to 15.

10  MP Farfestingarbanki

2001

The share capital was increased and the
Company set its sights on becoming an
investment bank. Jon and Sigurdur Gisli
Palmason are among numerous others
that were added to the group of
shareholders. The Bank began to provide
international private banking services in
association with a bank in Switzerland.

The Icelandic energy sector reached a
turning point when the Company orga-
nized the merger and incorporation as a
limited liability company of the Sudurnes
Geothermal Energy Company and the
Hafnarfjordur Electrical Power Company.

2002

In the beginning of the year, the share
capital was increased again. Jén and
Sigurdur Gisli Pdlmason increased their
ownership in the Company, as did Jén
Hjartarson. Sigfts Ingimundarson
becomes the Vice-Chairman of the Board
of Directors.

The Bank acted as a consulting agent
during the purchase of Egill Skallagrims-
son Breweries Ltd. At the end of the year
the Company became a partner in a large
investment company that was named
Atorka.




2003

Sigurdur Valtysson became Managing
Director at the beginning of the year.
Bond issues became the major task of the
Corporate Division. Bond issues on behalf
of the Saeplast and Eimskip limited
liability companies became milestones
when interest rates subsequently declined
in the corporate bond market. The Bank
acted as underwriter and seller of an USD
81.7 million bond issue for the Eimskip
company.

In May the Sparisjodur vélstjora Savings
Bank was added to the group of
shareholders.

The MP Investment Bank organized the
privatization of the Icelandic State Cement
Factory acting as agent for the Committee
of Privatization.

On October 15" the Financial Supervisory
Authority granted the Bank a license for
investment bank activities and
subsequently the name of the Bank was
changed to MP Fjarfestingarbanki hf. (MP
Investment Bank, Inc.)

2004

The Bank became active in the Municipal
Bond Market with increased competition
pressuring yields downward. It’s first
underwriting project in that market was
for the municipality of Vestmannaeyjar
(Vestman Islands).

In May the Bank became the Primary
Dealer in Government Securities for the
National Debt Agency and in June the
Bank became a Market Maker in the
housing bonds market (HFF-Bonds) for
the Icelandic Housing Fund.

The Bank organized the sale of the
Egilsholl arena, the largest privately
owned sports complex in Iceland.

The largest ISK bond issue so far of an
Icelandic company took place when the
Bank became an underwriter and seller of
USD 130.7 million for Meidur ehf.

The Bank sold its shares in a number of
limited liability companies at a significant
profit. Among those were it's holding in
Atorka, Og Vodafone, fslandsbanki and
Landsbanki.

In September a holding company
associated with the Bank was placed in
Lithuania's capital of Vilnius and began
operations in Central and Eastern Europe
with four employees.

2005
MP Investment Bank presents its annual
accounts showing over USD 16.6 million

in profits. Equity reaches USD 32.7 million

following a good start at the outset of the
year.

The Bank started underwriting bond issues

for financial institutions, the first one for
Sparisj6dur Képavogs.

The Bank is now planning to have a

presence in four different countries already

next autumn.
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Skyrsla og dritun stjornar og framkvemdastjora

Arsreikningurinn er gerdur { samreemi vid 16g um arsreikninga og reglur um reikningsskil lanastofnana og er gerdur eftir sému
reikningsskilaadferdum og arid adur.

Ari® 2004 var fyrsta heila starfsar bankans sem fjarfestingarbanka, en bankinn fékk leyfi til peirrar starfsemi pann 15. oktéber 2003.
Reksturinn gekk afar vel & arinu enda ytri skilyrdi 4 fjarmagnsmarkadi hagstaed. Innlendir langtimavextir féru leekkandi, innlent
hlutabréfaverd haekkadi mikid og peir erlendu markadir sem félagid starfadi & reyndust pvi einnig mjog ardbeerir.

Bankinn ték ad sér nokkur stér ttbods- og sdlutryggingarverkefni med skuldabréf & arinu. Bar par heest titbod ad fjarhaed 8.000,0 millj.
kr. fyrir Mei® ehf. Var pad steersta einstaka skuldabréfattbod islensks fyrirtaekis 1 kronum. Vidskipti MP Fjarfestingarbanka hf. &
innlendum markadi voru mestmegnis med skuldabréf. Bankinn ték ad sér ad gerast adalmidlari rikisverdbréfa og vard vidskiptavaki
ibtiSarbréfa, sem eru veltuheaestu flokkarnir { Kauphdll Tslands. Aukin hersla f rekstrinum & skuldabréfavidskipti og vidskipti erlendis
reyndist afar farsael.

Pratt fyrir ad mikill vafi leiki 4 um ad niverandi gengi islensku kronunnar og innlent hlutabréfaverd fai stadist til lengdar, telja
stjornendur bankans ad framtidarhorfur hans séu afar gédar. Oflug markadssékn erlendis er einkar vel til pess fallin ad auka
dheettudreifingu hans.

MP Fjarfestingarbanki hf. eignadist meirihluta hlutafjar { Heildun ehf. & arinu. Félagid var sameinad bankanum midad vid 1. jali 2004.

Samkvaemt rekstrarreikningi nam hagnadur MP Fjarfestingarbanka hf. 1.013,5 millj. kr. a drinu og eigid fé hans 1 arslok nam 1.919,0
millj. kr. samkveemt efnahagsreikningi. Ardsemi eiginfjar 4 arinu nam 102,7%. Eiginfjarhlutfall bankans sem reiknad er samkveemt
16gum um fjarmalastofnanir er 21,1%, en samkveemt 16gunum ma hlutfallid ekki vera laegra en 8,0%. Stjérn bankans leggur til ad
greiddur verdi 50% ardur til hluthafa 4 arinu 2005 vegna arsins 2004, en visad er til arsreikningsins um radstéfun hagnadar og adrar
breytingar a eiginfjarreikningum.

Hlutafé bankans nam 284,6 millj. kr. i arslok, en pad var heekkad um 12,0 millj. kr. 4 arinu. 1 arslok voru hluthafar { bankanum 42, en
peir voru 38 i rsbyrjun. Fimm hluthafar attu yfir 10% eignarhlut i bankanum i arslok 2004. Hlutafjéreign peirra greinist pannig:

Margeir Pétursson og félog i hans eigu .........c.ccccoevenen. 32,6%
Sparisjodur VEIstora ... e 14,4%
Sigurdur Gisli Pdlmason og félag 1 hans eigu ................ 14,2%
Jon Palmason og félag { hans eigu ........ccccoecevvciciniicnaes 14,2%
JON HJartarson ... 10,2%

Stjorn og framkveemdastjéri MP Fjarfestingarbanka hf. stadfesta hér med drsreikning bankans fyrir arid 2004 med undirritun sinni.

Reykjavik, 18. mars 2005. (7 —~

3 7/ 007 AP Vi
Stjérn: % M——?‘" - L e e 4 4 ,f/,’.ﬁ

Framkveemdastjori:
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Aritun endurskodenda

Til stjérnar og hluthafa { MP Fjarfestingarbanka hf.

Vid hofum endurskodad arsreikning MP Fjarfestingarbanka hf. fyrir arid 2004. Arsreikningurinn hefur ad geyma skyrslu stjérnar,
rekstrarreikning, efnahagsreikning, yfirlit um sjédstreymi og skyringar nr. 1 - 43. Arsreikningurinn er lagdur fram af stjérnendum
bankans og & dbyrgd peirra { samraemi vid 16g og reglur. Abyrgd okkar felst { pvi 4liti sem vi& latum 1 1j6s & arsreikningnum & grundvelli
endurskodunarinnar.

Endurskodad var  samreemi vid géda endurskodunarvenju. Samkvaemt pvi ber okkur ad skipuleggja og haga endurskoduninni pannig
ad naegjanleg vissa faist um ad arsreikningurinn sé { meginatrioum dn annmarka. Endurskodunin felur { sér greiningaradgerdir,
urtakskannanir og athuganir a gognum til ad sannreyna fjarhaedir og adrar upplysingar sem fram koma { arsreikningnum.
Endurskodunin felur einnig 1 sér athugun a peim reikningsskilaadferdum og matsreglum sem notadar eru vid gerd arsreiknings og mat a
framsetningu hans { heild. Vid teljum ad endurskodunin sé neegjanlega traustur grunnur til ad byggja alit okkar &.

Pad er alit okkar ad arsreikningurinn gefi glogga mynd af afkomu bankans & arinu 2004, efnahag hans 31. desember 2004 og breytingu &

handbeeru fé 4 arinu 2004, { samreemi vid 16g og goda reikningsskilavenju.

Reykjavik, 18. mars 2005.

i’ /{Mmfm

KPMG Endurskodun hf.
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Rekstrarreikningur drsins 2004

Skyr.

Vaxtatekjur
Vaxtatekjur af krofum & lanastofNanir ..o
Vaxtatekjur af GHANUM ...
Vaxtatekjur af markadsbréfum ..o
ABTar VaXtALEKJUT ........cuiuiiiiiiiciie e

Vaxtagjold
Vaxtagjold til 1anastofNana ..o
Vaxtagjold af JANtOKUM .......ocooiiiiiiii e
Vaxtagjold af vikjandi JANUML............ccooooiiiic
ONNUT VAXEAGIOLA ... 16

Adrar rekstrartekjur
Tekjur af hlutabréfum og 60rum eignarhlutum ...
Pjonustutekjur
Pjénustugjold
Gengishagnadur af annarri fjarmalastarfsemi ............cccocoiiiiiiiiiiiiicccee 17
YMSAT TEKSTATLEKIUL .v.vooovvvvooveeio s

Onnur rekstrargjold
Laun og launatengd gjold .........ccooiiiiiiii e 18-20
Annar almennur rekstrarkostnadur ...
ALSKIIFEIT .o e e ettt 10,31

Framlag 1 afskriftareikning GtIANa ...........cccoviiiiiiciiiiiiiiiiccc s 8,27

Hagnadur fyrir tekjuskatt...........c.ccooiiiiiiiiccccc e
TeKJUSKALEUL ..o 11,36

HaGNaO UL ATSINS ..ottt 40

Hagnaour a hlut
Hagnadur & hverja kronu hlutafjar ... 6,23

Fjarheedir eru i pisundum kréna

2004 2003
41.723 2.078
78.722 42.703

166.259 1.730
172.625 70.193
459.329 116.704
20.130 7.707
420.210 68.711
3.117 1.423
79 11
443,536 77.852
15.793 38.852
13.162 6.598
429.883 255.464

( 17.588) ( 8.248)
955.948 173.649
35.232 3.266
1.416.637 430.729
1.432.430 469.581
158.718 126.253
92.996 60.984
5.468 5.723
257.182 192.960

0 ( 28.937)
1.175.248 247.684

( 161.767)  ( 44.300 )
1.013.481 203.384
3,60 0,78
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Efnahagsreikningur

Eignir
Skyr
Sjoour og krofur a lanastofnanir
STOTUL e
Krofur @ 1anastofManT .........oo.ioviieieeeeeee e 24
L 613 1 OO OO OO OO 7,05-27

Marka0sverdbréf og eignarhlutir i fél16gum
Skuldabréf og onnur verdbréf med fostum tekjum ... 9,28

Hlutabréf og énnur verdbréf med breytilegum tekjum 9,29,30
Adrar eignir

ReKSErarfATIIUNIT ..ot 10,31

YIMSAL QIZNUL ..o

Fyrirframgreidd gjold og afallnar tekjur..............cccooiiiiiiiiicccecccee

Eignir samtals

16  MP Farfestingarbanki

2004 2003

3 3

733.955 255.795
733.958 255.798
2.323.458 609.397
5.078.442 1.270.629
3.572.053 2.379.593
8.650.495 3.650.222
65.743 70.828
79.900 53.076
408.576 114.696
554.219 238.600
12.262.130 4.754.017




Skuldir vio lanastofnanir

Lantaka ......ococoovoviiiieeeeeeeee

Adrar skuldir

Ymsar sKUlAr .....cooovvveeeriieieenns
Afallin gjold og fyrirframinnheimtar tekjur

Tekjuskattsskuldbinding

Vikjandi lan ...,

Eigid fé

Hlutafé ......cooovoiiiiiiiciicccccs
Yfirverdsreikningur ........ccccccccevivieicnee
Logbundinn varasjodur ..............cc......
Oradstafad eigid f6......cooovvovvvrrrrrerrinnnn.

Utan efnahagsreiknings

Skuldbindingar vegna vidskiptamanna
Adrar skuldbindingar...........cccccoeveeeeee

Fjarheedir eru i pisundum kréna

38-41

31. desember 2004
Skuldir og eigid fé

2004 2003
2.571.764 1.039.378
7.259.493 2.380.081

292.453 109.707
131.271 121.302
423.724 231.009
1.259 1.092
86.866 101.424
284.620 272.617
535.181 533.492

3.566 3.566
1.095.657 191.358
1.919.024 1.001.033

12.262.130 4.754.017
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Yfirlit um sjodstreymi drsins 2004

Rekstrarhreyfingar

HagNaOUI AISINS ..o 40

Rekstrarlidir sem ekki hafa ahrif & fjarstreymi:
ALSKIIFLIT <o 31
Tekjuskattsskuldbinding, breyting
Gengismunur og verdbeetur ...............
Framlag 1 afskriftareikning tGtlana
Hagnadur af solu rekstrarfjarmuna

Breytingar a rekstrartengdum eignum og skulum ...

27

Fjarfestingarhreyfingar
Krofur 4 ldnastofnanir, breyting ...
UHAN, DIEYHNG  .voorvveovveecvieeeieesce oo
Veltuskuldabréf, breyting ..
Veltuhlutabréf, breyting ...
Keyptir varanlegir rekstrarfjarmunir ..
Seldir varanlegir rekstrarffArmMunir ...
YMSar @IGiL, DIOYHNE ....ovocuooiveeieeiiees e

31

Fjarfestingarhreyfingar

Fjarmoégnunarhreyfingar
Skuldir vid ldnastofnanir ....
Lantaka, breyting ................
Ymsar SKUIHL, DICYHNG .........oovvoeeeoc e
Vikjandi 1an, Dreyting.........cccoieiiiiiiiieiceieeiecece e
Ardur il hIuthafa ..o 40
Keypt og selt hIUtafé ... 40

(Laekkun) haekkun 4 handbaerti £6 ...........o.oooiiieoeeeeeeeeeeeeeeeeeeeeea,
Handbeert fé 1 Arsbyrjun ...
Handbaert £6 1 ArSIOK ...........coocovivieieiececeeeeee s 14

Adrar upplysingar
Greiddur tekjusKattur ............coooiiiiiiccce e

Fjarfesting og fjarmognun an greiosluahrifa
Hlutafé greitt med verabréfum ..o

18  MP Farfestingarbanki

2004 2003
1.013.481 203.384
5.468 5.723

167 2.767

( 11.511) 50.642
0 28.937

0 108)

( 283.912) 28.608
723.693 319.953

( 530.761 ) 0
( 1.872.742) ( 250.167 )
( 3.804.133) ( 1.116.849 )
( 882.021) ( 1.653.687 )
( 383) ( 904 )
0 1.125

3.365 7.115

( 7.086.675) ( 3.013.367)
1.532.386 37.604
4.705.099 2.541.158
182.673 68.049

( 14.286 ) 100.000
( 109.183) ( 17.179 )
13.692 112.994
6.310.381 2.842.626

( 52.601 ) 149.212
255.798 106.586
203.197 255.798
41533 1.049
21.548 0



Skyringar

Reikningsskilaadferdir

Grundvollur reikningsskilanna

1. Arsreikningurinn er gerdur { samreemi vid 16g um arsreikninga og reglur um reikningsskil lanastofnana. Hann byggir 4
kostnadarverdsreikningsskilum ad 63ru leyti en pvi ad skrad veltuverdbréf eru feerd & markadsverdi. Arsreikningurinn er {
islenskum krénum og eru fjarheedir syndar { ptisundum. Arsreikningurinn er gerdur eftir somu reikningsskilaadferdum og ari®
aour.

Heildun ehf. var sameinud bankanum midad vid 1. juli 2004 og er yfirtaka eigna, réttinda, skulda og skuldbindinga midud vid
pann dag. Ahrif yfirtokunnar & efnahag bankans voru éveruleg.

Erlendir gjaldmidlar
2. Eignir og skuldir { erlendum gjaldmidlum eru umreiknadar i islenskar krénur & gengi 1 arslok 2004. Rekstrartekjur og rekstrargjold
i erlendum gjaldmidlum eru umreiknud & gengi vidskiptadags.

Vaxtatekjur og vaxtagjold

3. Vaxtatekjur og vaxtagjold eru feerd i rekstrarreikninginn eftir pvi sem pau falla til og er midad vid virka vexti. Vaxtatekjur reiknast
af krofum a adrar ldnastofnanir, Gtldanum, markadsbréfum og skiptasamningum. Vaxtagjold reiknast af skuldum vid lanastofnanir,
lantoku og vikjandi lanum. Hafi Gtlan verid meira en prja manudi i vanskilum eda metin i sérstakri tapsheettu er heett ad tekjufeera
vexti af peim. Tekjur og gjold sem jafna ma til vaxta, svo sem lantokugjold, eru feerd med vaxtatekjum og vaxtagjoldum eftir pvi
sem pau falla til.

Tekjur af hlutabréfum og 60rum eignarhlutum

4. Undir tekjur af hlutabréfum og 6drum eignarhlutum er feerdur ardur af fjarfestingarhlutabréfum og veltuhlutabréfum.
Pjonustutekjur
5. Pjonustutekjur bankans skiptast { umsyslupoknun og sélupéknun. Umsyslupéknun er vegna verdbréfaumsyslu sem bankinn

annast fyrir vidskiptavini sina og fellur til jafnt og pétt. S6lupéknun er vegna sérstakra verkefna og fellur til vid lok peirra.

Hagnadur 4 hlut
6. Hagnadur 4 hlut er hlutfall hagnadar og vegins medaltals hlutafjar a drinu og synir hver hagnadurinn er a hverja krénu hlutafjar.

Utlan
7. Utléan til vidskiptamanna eru feerd til eignar med aféllnum voxtum og gengismun 1 arslok. Gengistryggd Gtlan eru feerd midad vid
gengi gjaldmidla 1 arslok 2004.

8. Afskriftareikningur dtlana er myndadur til ad meeta dheettu sem fylgir utlanastarfseminni en hér er ekki um endanlega afskrift ad
reeda. Lagt er 1 pennan reikning med hlidsjon af metinni ttlanadheettu hverju sinni. Annars vegar er um ad reeda framlag vegna
skuldbindinga lanpega sem sérstaklega hafa verid metnar i tapsheettu og hins vegar framlag til ad meeta almennri ttlanaaheettu.
Hafi atlan verid metin { sérstakri tapshaettu er heett ad tekjufeera vexti af peim. Afskriftareikningurinn er dreginn fra Gtlanum {
efnahagsreikningi.
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Skyringar

10.

11.

12.

13.

14.

15.

20

Markadsverdbréf og eignarhlutir

Til skuldabréfa og annarra verdbréfa med fostum tekjum teljast skuldabréf og énnur verdbréf med fostum voxtum eda med
tiltekna vaxtavidmidun. Til hlutabréfa og annarra verdbréfa med breytanlegum tekjum teljast hlutabréf og hlutdeildarskirteini
verdbréfasjoda. Verdbréfum er skipt { veltuverdbréf og fjarfestingarverdbréf. Skrad veltuverdbréf eru eignfeerd a markadsverdi i lok
arsins, en 6skrad veltuhlutabréf eru eignfaerd 4 kostnadarverdi eda matsverdi. Fjarfestingarhlutabréf eru eignfaerd 4 kostnadarverdi.

Rekstrarfjarmunir
Rekstrarfjarmunir eru feerdir til eignar a kostnadarverdi ad fradregnum afskriftum. Afskriftir eru reiknadar sem fastur
hundradshluti midad vid deetladan nytingartima rekstrarfjarmuna par til nidurlagsverdi er nad. Aeetladur nytingartimi greinist

pannig:

Fasteign ..o 50 ar
Husbtnadur, skrifstofuahéld og innréttingar............ 5ér
TOIVUDTGNAGUL ..o 3ar

Tekjuskattsskuldbinding

Tekjuskattsskuldbinding bankans er reiknud og feerd { drsreikninginn. Utreikningur hennar byggist 4 mismun efnahagslida
samkvaemt skattuppgjori annars vegar og arsreikningi hins vegar. Mismunur sem pannig kemur fram stafar af pvi ad dlagning
tekjuskatts er midud vid adrar forsendur en reikningsskil bankans og er par { meginatridum um ad reeda timabundinn mismun
vegna pess ad gjold eru ad jafnadi faerd fyrr i skattuppgjori en 1 arsreikningi.

Vikjandi lan
Bankinn hefur tekid 1an med vikjandi rétti. Bréfin hafa eiginleika eigin fjar ad pvi leyti ad pau vikja fyrir 66rum skuldum bankans
og teljast til eigin fjar vid ttreikning & eiginfjarhlutfalli, sbr. skyringu 41.

Kaupréttarsamningar

Kaupréttarsamningar gera starfsmonnum bankans kleift ad eignast hlutabréf { honum. Kaupverd jafngildir deetludu markadsverdi
hlutabréfanna a samningsdegi. Kostnadur bankans er metinn sem mismunur kaupréttargengis og markadsverds hlutabréfanna &
uppgjorsdegi, ad teknu tilliti til &unninna réttinda starfsmanna. Engar feerslur hafa verid gerdar { rekstrarreikningi bankans vegna
pessara samninga.

Handbeert fé
Til handbeers fjar { sj6dstreymi teljast sjodur og ébundnar bankainnisteedur.

Afleidusamningar

Afleidur eru fjarmalasamningar par sem samnings- eda nafnverdsfjarheedir eru ekki feerdar 1 efnahagsreikning bankans, ymist
vegna pess ad réttindi og skyldur myndast vegna eins og sama samningsins eda nafnverdsfjarheedir eru eingéngu notadar sem
breytur vid ttreikninga 4 60rum steerdum. Nafnverdsfjarhaedir afleidusamninga gefa ekki endilega til kynna fjarheed greidslna sem
peim tengjast eda markads- og ttlanadheettu peirra. Sem deemi um afleidusamninga ma nefna framvirka gjaldmidlasamninga,
skiptasamninga og valréttarsamninga. Verdmeeti peirra geta medal annars byggst & vaxtahlutféllum og verdi gjaldmidla,
skuldabréfa og hlutabréfa.

Afkoma afleidusamninga er feerd { rekstrarreikning og efnahagsreikning. Samningar med jakveeda stodu eru feerdar til eignar med
ymsum eignum, en samningar med neikveeda stodu medal ymissa skulda.

MP Fjérfestingarbanki



16.

17.

18.

19.

20.

Skyringar

Vaxtatekjur

Adrar vaxtatekjur greinast pannig: 2004 2003
Vaxtatekjur af framvirkum samningUim ..........ccocoiiiiiiiiii s 152.930 63.130
ABTAr VAXtAtEKJUT ..o 19.695 7.063
Adrar vaxtatekjur Samtals.............coooiiiii 172.625 70.193
Gengishagnadur

Gengishagnadur greinist pannig: 2004 2003
Gengishagnadur vegna gjaldmidla ...........cccoooiiiiiiiiiiii 63.920 31.070
Gengishagnadur vegna VETrODIELa ...........ccciiuiiiiiiicieiireec e 892.028 142.579
Gengishagnadur SAMEALS ..........c.ccciiiiiiiii e 955.948 173.648
Starfsmannamal

Starfsmannafjoldi bankans er sem hér segir: 2004 2003
Medalfjoldi starfsmanna a drinu umreiknadur 1 heilsarsstorf ... 17 15
StOOUGIIAT T ATSIOK ... 19 16
Laun og launatengd gjold greinast pannig: 2004 2003
LU ¢ 83.101 68.693
Launaten@d @JOIA .....ocoiiiciiiiiiecc e 21.405 11.219
Afallin AranguIStENg LAUN .........rrrveeersrreeesiesresseeess s ssesss e 54.212 46.341
Laun og launatengd gjold samtals ............cccoiiiiiiiiiiiiii s 158.718 126.253

Starfskjor stjornenda
Launagreidslur til stjornenda bankans, kaupréttarsamningar peirra og eignarhlutir i bankanum greinast pannig:

Laun og Eignarhlutir

hlunnindi i arslok
Sigurdur Valtysson, framkvaemdastjori...........cocccoiruiiiiiiiiiiiiiiiciccs e 21.738 " 10.773
Margeir Pétursson, stjOrnarformMadUL ............ccccurrieiiiiiiicieieieieec ettt 4.800 93.095
Sigftis Ingimundarson, Varaformadur ..............c.cceeioiiiiieiiniicccce e 1.200 4.000
Agtst Sindri Karlsson, stjérnarmadur ...... 5.040? 3.500
Sigurdur Gisli Palmason, stjérnarmadur .. 240 40.500
Gunnar Arnason, stjérnarmadur................ 75 0
Jén Hjartarson, varamadur............ 75 29.000
Sverrir Kristinsson, varamadur 180 0
Orn Andrésson, varamadur ...... 180 0
JON PAIMaSON, VATAIMAGUT ....c.vivvivieeieeieiieeeeteeteeteete ittt et eseeseeseeseeseeseeseesessessessessesseseeseeseeseesessessessenes 0 40.500
SAIMEALS. .ttt 33.528 221.368

1) Framkvaemdastjéri bankans innleysti kauprétti sina & drinu fyrir utan kauprétt ad nafnverdi 0,1 millj. kr., sem er innleysanlegur til drsins 2007. S6luhémlur
eru a hlutabréfum ad nafnverdi 6,8 millj. kr., sem afléttast linulega fra 1. mars 2005 til 1. mars 2008. Mismunur & innlausnarverdi og markadsverdi er
innifalinn { launum.

2) Um er ad raeda stjornarlaun og poknun vegna logfraedistarfa.

3) Laun annarra stjérnarmanna en formanns eru akvedin 4 adalfundi fyrir naestlidio rekstrarar.
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Skyringar

21.

22.

23.

24.

25.

26.

22

Bankinn hefur veitt varamonnum { stjérn og félogum i peirra eigu lan, sem nema alls 28,6 millj. kr. { arslok. Lanakjor eru hlidsteed

og gerist vid sambeerileg lan til annarra vidskiptamanna bankans.

Péknun endurskodenda
Péknun til endurskodenda sundurlidast pannig:

ENAUISKOOUN ..o
Koénnun arshlutareiknings ..o
ONNUT PJOMUSEAL ...t

SAIMEALS. ...ttt ettt ettt ettt ettt ettt ettt ettt ettt ettt

Hagnadur a hlut
Utreikningur hagnadar & hlut byggir 4 hagnadi og vegnu medaltali hlutafjar 4 arinu.

Hagnadur samkvaemt Arsreikningi ..........ccooooiiiiiiiiiiiiceccee s

Vegid medaltal hlutafjar:

Hlutafé samkveemt arsreikningi { Arsbyrjun.........ccooviviiiiiiiiiiiiiccccccccee
ANFf NIUEAHATAUKIINGAT <.ovooovveooeeo s
Ahrif keyptra og seldra @igin DIFa .........o..corvvorrvereeicereices e

Krofur a lanastofnanir
Krofur a lanastofnanir greinast pannig:

Gjaldkraefar KIGFUL .........coioiiiiiiii e
Bundnar Krofur YT 5 AT .....c.coiiiiiiec e

Samtals

Utlan
Utléan til vidskiptamanna sundurlidast pannig eftir Gtlansformunum:

VIXIAT o
LANASAMININZAT ..o

TTHIAN SAIMEALS. ...t e e e e e s e s e e e e e eee e eee e

Utlan bankans skiptast { innlend 14n og 1an { erlendri mynt. Pau greinast pannig { arslok:

UHAN 1 ISIENSKUIML KIOIUIT ..ottt ees s eee s eeeeee
UHAN T @FINAIT TP covooieooeee st

TTHLAIL SAIMEALS .o e e e e e s e eee s e s eeeee e e ss e seee s eseeseeseeeeeesseeeseeeeeeees

MP Fjérfestingarbanki

2004 2003
2.436 1.860
1.618 1.423
1.263 1.013
5.317 4.29
2004 2003

1.013.481 203.384

272.617 244.415
9.444 18.105
328) ( 1.760 )
281.733 260.760
3,60 0,78
2004 2003
203.194 255.795
530.761 0
733.955 255.795
2004 2003
54.120 48.490
2.269.338 560.907
2.323.458 609.397
2004 2003
1.778.115 301.008
545.343 308.389
2.323.458 609.397




27.

28.

29.

30.

Skyringar

Afskriftareikningur Gtlana greinist pannig:

Afskriftareikningur 2004 2003
Sérstakur Almennur Samtals Samtals
Afskriftareikningur ttlana  arsbyrjun .........cccccoccvinnnnnne 9.937 25.000 34.937 6.000
Framlag 1 afskriftareikning & arinu 1923  ( 1.923) 0 28.937
Afskriftareikningur ttldna { drslok ... 11.860 23.077 34.937 34.937
Afskriftareikningur atlana i hlutfalli af
atldnum og veittum abyrgdum.......c.coveuvieeiviieiniceieereennns 0,4% 1,0% 1,4% 41%
Markadsverdbréf og eignarhlutir i fél6gum
Skuldabréf og énnur verdbréf med fostum tekjum greinast pannig: Markadsverd  Bokfeert verd
Veltuskuldabréf:
Skrad i Kaupholl TSTANIAS et 4.992.529 4.992.529
Skrad erlend skuldabréf ... 44.237 44.906
OSKIAD SKULAADTEE ... 41.007
Veltuskuldabréf SAMEALS .....c.cveviieiieieieieieie ettt esenen 5.078.442

Bankinn hefur gert framvirka samninga, skiptasamninga og endurhverf vidskipti vid Sedlabanka slands ad fjarhaed 2.925,2 millj.kr.
a moéti skuldabréfaeign sinni.

Bokfeert verd markadsskuldabréfa og annarra verdbréfa med fostum tekjum greinist pannig eftir ttgefendum:

Skuldabréf ttgefin af opinberum adilum............coooiiiiiii s 4.992.529
Skuldabréf Gtgefin af GOTUITL ......c.c.ouiiiiiiiiiicice e 85.913
SKULAADTE SAIMEALS ...ttt ettt ene et en e et e e 5.078.442
Hlutabréf og 6nnur verdbréf med breytilegum tekjum greinast pannig: Markadsverd  Bokfeert verd
Veltuhlutabréf:
Hlutabréf skrdd { Kaupholl ISIaNdS ..........vvveerimerreeesseeseeeesseeesesssssessesss s 1.833.125 1.833.125
Skrad erlend hIUtabIef ... .. ... 838.187 838.188
Skrad innlend hlutdeildarSKIrteind ...........c.ccooviiiiiiiieieeiee et 548.544 548.544
Skrad erlend hlutdeildarSKIrtein.........c.ccviiiiiuieiiiticecct ettt 8.662 8.662
Oskrad innlend hlutabréf.............. 236.719
Oskrad erlend hlutabréf...... 57.912
OSKIA3 NIULAEIIAATSKITEEIN ... eeeeee 48.903
Veltuhlutabréf SAMUEALS .......oc.iiviiiiiiee ettt 3.572.053

Bankinn hefur gert framvirka samninga og skiptasamninga ad fjarhaed 2.141,2 millj.kr. & moti hlutabréfaeign sinni.

Eignarhlutur bankans 1 Lifteeknisjodnum hf. er 10,8%, en bankinn fer med 34,0% atkvaeda 1 félaginu. Bankinn a 49,0% hlutafjar 1
Hraunbjargi ehf., 40,0% i Talsimafélaginu ehf. og 21,9% hlutafjér i Langvinn ehf., sem 6ll eru 6skrad. Eignarhlutir { 6drum
6skradum félogum eru undir 10,0% af hlutafé peirra.
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31.

32.

33.

34.

35.

Adrar eignir

Rekstrarfjarmunir og afskriftir greinast pannig: Ahold,
hisgogn og
Fasteign innréttingar Samtals
Heildarverd 1.1.2004 ........oooiiciiiiiiicicieceeecie e 68.538 29.375 97.913
VIODOE & AFINU . 0 383 383
Heildarverd 31.12.2004 ......c..coouiuiiriiiiiiiieiciiee e 68.538 29.758 98.296
ALSKIIFAG AOUL ... 5.026 22.059 27.085
AfSKIIfad & ATINU .o 1.371 4.097 5.468
Afskrifad samtals ..........ccooviiiiiii s 6.397 26.156 32.553
Bokfeert verd 31.12.2004 ......c.cueiriririiieieieieieeeteceee et 62.141 3.602 65.743
ASfSKriftahTutfoll ..o 2% 20-33%

Fasteignamat huseigna 1 arslok nam 44,2 millj.kr. Brunabétamat nam a sama tima 57,8 millj. kr.

Eignir og skuldir hadar verdtryggingu eda gengisahaettu

Heildarfjarheed verdtryggdra eigna bankans nam 5.548,8 millj. kr. { arslok og heildarfjarhaed slikra skulda nam a sama tima
1.594,4 millj. kr.

Heildarfjarheed eigna bankans i erlendum gjaldmidlum nam 1.778,7 millj. kr. { rslok og heildarfjarheed slikra skulda nam & sama
tima 2.133,8 millj. kr. Med eignum og skuldum { pessu sambandi eru taldir framvirkir samningar sbr. skyringu 43.

Skuldir vio lanastofnanir

Skuldir vid ldnastofnanir greinast pannig: 2004 2003
Skuld Vi) SeS1abaNKa ISIANAS ......veveeeeeeeeeeeeeeee e 2.569.436 969.260
Skuldir vi® adrar JaNaStOfNANIT .........c.ccviieieiiieeecet ettt 2.328 70.118
Skuldir vid 1anastofNanir SAMEALS ...........c.ocvoiiiieecoeeeeee e 2.571.764 1.039.378

Skuld vid Sedlabanka fslands er vegna endurhverfra vidskipa.

Lantaka
Lantaka bankans er i formi ldna frd lanastofnunum og koma 6.491,9 millj.kr. til greidslu innan ars, par af eru lan ad fjarhaed
2.696,4 millj. kr. framlengjanleg.
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36.

37.

38.

39.

40.

Skyringar

Tekjuskattsskuldbinding

Tekjuskattskuldbinding greinist pannig: 2004 2003
Tekjuskattsskuldbinding { ArSDYIJUN ......c.vucueviieiiiiiriiieicce et 1.092 1.675)
TekJusKattur ASINS .......o.oiiiiic s 161.767 44.300
Tekjuskattur til GreidsIU ......c.cuoiuiiiiiiiiciiccc e ( 161.600 ) ( 41.533)
Tekjuskattsskuldbinding 1 arslok 1.259 1.092
Tekjuskattsskuldbinding félagsins skiptist pannig:

Varanlegir rekstrarfiaArmunir ...........ocoocooiiiiiiiiiiiccc s 557 621
ABTAT @IZNT ... 702 471
Tekjuskattsskuldbinding 1 ArSI0K ..........cccouiiiiiiiiiiiiiiieicce e 1.259 1.092

Vikjandi lan
Vikjandi lan er i islenskum kronum og ber sex manada REIBOR vexti. Lanid er éverdtryggt, lanstimi sjo ar med arlegum
afborgunum 2004-2010.

Eigio fé
Hlutafé samkvaemt sampykktum bankans nemur 285,0 millj. kr. og fylgir eitt atkvaedi hverjum einnar krénu hlut. Eigin hlutabréf
nema 0,4 millj. kr. { drslok. Hlutafé bankans var aukid um 12,0 millj. kr. ad nafnverdi a arinu. S6luverd pess nam 47,8 millj. kr.

Bankinn hefur gert kaupréttarsamninga um hlutabréf vid starfsmenn sina. Samkveemt samningunum hefur bankinn skuldbundid
sig til ad selja peim hlutabréf ad nafnverdi 23,6 millj. kr. fyrir 169,6 millj. kr. Kaupréttargengi er 4 bilinu 3,5 til 11,0. Starfsmenn
hafa aunnid sér kauprétt ad hlutabréfum ad nafnverdi 1,7 millj. kr. Samningarnir eru nytanlegir 4 &runum 2007 til 2009. Engar
feerslur hafa verid gerdar i rekstrarreikning bankans vegna pessara samninga.

Yfirlit um eiginfjarreikninga: Yfirverds-
reikningur Logbundinn Oradstafad

Hlutafé hlutafjar varasjoour eigid fé Samtals
Eigid fé 1.1.2004 ....cocooovvviiiiiicicccce, 272.617 533.492 3.566 191.358 1.001.033
Selt hlutafé .......... 20.673 120.126 140.799
Keypt hlutabréf .... ( 8.670) ( 118.437) ( 127.107 )
Greiddur ardur ... ( 109.182) ( 109.182)
Hagnadur arsins ..........cccccceeceevicenccuniecnnnn 1.013.481 1.013.481
Eigid £é 31.12.2004 ...c.covvviviiiiiiiiece 284.620 535.181 3.566 1.095.657 1.919.024
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Skyringar

41.  Eigio fé i arslok nemur 1.919,0 millj. kr. eda 15,7% af nidurstodutdlu efnahagsreiknings bankans. Eiginfjarhlutfall bankans sem
reiknad er samkveemt dkveedum 84. gr. laga um fjarmalafyrirteeki er 21,1%. Samkveemt 16gum ma hlutfallid ekki vera leegra en
8,0%. Hlutfallid reiknast pannig:

Vegin stada
Aheettugrunnur:
Aheettugrunnur vegna Gtlanadhaettu lida Utan VEIUDOKAT ..............currreeesiereeeesseeeseeesssseessesss s seessnenes 3.009.371
Ahaettugrunnur vegna gJaldeyTiSANGETIL . ..........urrrveeriueerreieesse sttt 2.097.144
Ahaettugrunnur vegna stodu- og métadiladhaettu VeltUDOKATHBa .............orvvveeuriieeerieiee s 3.587.478
ANZRHUGIUNNIUL SAMEALS......oo oo 8.693.993
Eiginfjarpattur A:
BOKfaert @1I0 £€ ..o 1.919.023
Eiginfjarpattur B:
VIKGANAL TAN. e 55.745
Eignarhlutir { fjarmélastofnunum (140.951)
B0 £E SAMILALS......c.eieiiiii e 1.833.817
EigInfArhIUtfall ..o 21,1%

Skuldbindingar utan efnahags
42.  Bankinn hefur gengist { abyrgdir fyrir vidskiptamenn sina ad fjarheed 101,4 millj. kr.
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43.

Afleidusamningar, eftirstodvartimi hofudstols og bokfaert verd greinist pannig:

Hofudstoll
Yfir 3

Skyringar

Bokfart verd

Allt ad manudir og
3 manudir allt ad ari Samtals Eignir Skuldir
Gjaldmidlasamningar:

Framvirkir gjaldmidlasamningar ................ 256.826 0 256.826 687 0
Vaxtapattasamningar:

Skiptasamningar............cccccceeeveeecicccennns 250.390 0 250.390 47.310 29.997
Verdbréfasamningar:

Verdbréfasamningar 1.040.318 1.197.791 2.238.109 301.284 33.036
Afleidusamningar samtals ..........ccccccoccuennee 1.547.534 1.197.791 2.745.325 349.281 63.033
Bokfeert verd samninga skiptist pannig 4 eftir vidskiptaménnum: Eignir Skuldir
LANASTOFNANIT ...t 687 0
Adrir vidskiptamenn.... 349.073 63.033
SAIMEALS. ..o 349.760 63.033

Med framangreindum samningum er ad pvi stefnt ad draga tr gengis- og vaxtadhaettu bankans. Ahzetta bankans vegna pessara

samninga felst { gengis- og vaxtamun.

Fjarheedir eru i pisundum kréna

Arsskyrsla 2004
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Endorsement and Signatures of the Board of Directors and the Managing Director

The Annual Accounts for MP Investment Bank, Inc. (MP
Fjarfestingarbanki hf.) are prepared in accordance with the
Icelandic Act on Annual Accounts and the Regulations for the
Financial Statements of Credit Institutions, and are based upon
the same accounting principles as for the previous year.

The year 2004 was the Bank's first whole year of operations as an
investment bank. The Bank was licensed to operate as an
investment bank on 15 October 2003. Operating results for 2004
were excellent because of overall favourable conditions in the
financial markets. Icelandic long-term interest rates decreased,
the prices of shares listed on the Iceland Stock Exchange
increased considerably and the foreign markets where the Bank
operates also proved to be very profitable for the Bank.

The Bank undertook several large bond issues and bond
underwriting projects during the year. The most significant of
those was a bond issue in the amount of ISK 8 billion (USD 130.7
million) for Meidur ehf. At the time, this was the largest single
bond issue ever by an Icelandic company in the domestic market.
MP Investment Bank's largest transactions on the Iceland Stock
Exchange were on the bond side. The Bank undertook the role of
Primary Dealer in government securities and became a market
maker for housing bonds, which make up the highest turnover of
bonds on the Iceland Stock Exchange. The increased emphasis on
operations in the domestic bond market as well as those
involving foreign transactions proved to be very successful.

Although it is doubtful that the high exchange rate of the
Icelandic krona and the elevated prices of domestic shares will be
sustainable in the long term, the Bank's Board and management
believe that future prospects for the Bank are nonetheless very
good. The increased efforts of the bank in markets outside of
Iceland are particularly well suited for the necessary spreading of
risk.

Reykjavik, 18 March 2005

Board of Directors:

Managing Director:

MP Investment Bank acquired a majority of shares in the
company Heildun ehf. during the year. That company was
merged with the Bank effective 1 July 2004.

According to the Profit and Loss Account, the Bank's net profit
for the year amounted to ISK 1.01 billion (USD 16.6 million).
According to the Balance Sheet the Bank's capital amounted to
ISK 1.92 billion (USD 31.4 million). Return on equity amounted
to 102.7% for the year. The equity ratio calculated in accordance
with the Icelandic Act on Financial Institutions is 21.1% whereas
the minimum ratio according to that Act is 8.0%. The Bank's
Board of Directors proposes that a dividend of 50% be distributed
to shareholders in the year 2005 for 2004 operations. Allocation of
profit and changes in equity are further explained in the Annual
Accounts.

The Bank's share capital amounted to ISK 284.6 million (USD 4.7
million) at the end of 2004 and had increased by ISK 12.0 million
(USD 200 thousand) during the year. At year-end shareholders in
the Bank numbered 42 compared to 38 at the beginning of the
year. Five shareholders held more than 10.0% of the Bank's
shares at year-end 2004. Their ownership of shares is specified as
follows:

Ownership
Margeir Pétursson and companies under his control .......... 32,6%
Sparisjédur vélstjora Savings Bank ..., 14,4%
Sigurdur Gisli Palmason and a company under his control 14,2%
Jon Pédlmason and a company under his control 14,2%
JON Hartarson ... 10,2%

The Board of Directors and Managing Director of MP
Fjarfestingarbanki hf. (MP Investment Bank) hereby confirm the
Annual Accounts of the Bank for year 2004 with their signatures.

Annual Report 2004 29



Auditors’ Report

To the Board of Directors and Shareholders of MP Fjérfestingarbanki hf. (MP Investment Bank).

We have audited the accompanying Balance Sheet of MP Investment Bank as of December 31, 2004, and the related Profit and Loss
Account and Statement of Cash Flows for the year then ended. These Annual Accounts are the responsibility of the Bank’s
management. Our responsibility is to express an opinion on these Annual Accounts based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan and perform
the audit to obtain reasonable assurance as to whether the Annual Accounts are free of material misstatements. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the Annual Accounts. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the
Annual Accounts. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the Annual Accounts give a true and fair view of the financial position of MP Investment Bank as of December 31, 2004,
and the results of its operations and its cash flows for the year then ended, in accordance with the law and generally accepted
accounting principles in Iceland.

Reykjavik, March 18, 2005.

/WEW /[éézwm

KPMG Endurskodun hf.
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Profit and Loss Account for the Year 2004

Notes 2004 2003
Financial Income
Interest from credit INSHEULIONS ...ovviieee e 41,723 2,078
INEETESE ON LOAIIS ..oeeieiceceeeeee et ens 78,722 42,703
Interest on Market SECUTTHES ........cc.oviieeieieeieecee et 166,259 1,730
Other INTETESt INCOIME ....viiviiieieee ettt ettt 172,625 70,193
3 459,329 116,704
Financial Expenses
Interest to credit INSHEUTIONS .oovvieeieee ettt 20,130 7,707
Interest on borrowings .............. 420,210 68,711
Interest on subordinated loans ... 3,117 1,423
Other INErest EXPENSES .......cciviiuiiiiiiiieiiciee e 16 79 11
3 443,536 77,852
Net interest income 15,793 38,852
Other Operating Income
Income from shares and other holdings ..........cccocciiiiiiiiiiiiiiiiccccee e 4 13,162 6,598
Fee and commissions..........c.cccccooeeeievean. 5 429,883 255,464
Commissions expenses ... ( 17,588 ) ( 8,248 )
Trading gains ........c.......... 17 955,948 173,649
Other operating iNCOME ...........coiiiiiiiiiiiccceeee e 35,232 3,266
1,416,637 430,729
Net operating income 1,432,430 469,581
Other Operating Expenses
Salaries and related eXPENSES ...........ccccvuiiiiiiiiiiiiiicccce e 18-20 158,718 126,253
Other operating @XPENSES ...........cvruiiruriieiiieeicee e 92,996 60,984
Depreciation ... 10,31 5,468 5,723
257,182 192,960
Provision for losses on the 1oan portfolio............cccooiciiiiiiiiciiiiieic e 8,27 0 ( 28,937)
Profit before INCOIME tAX ....c.vo.iiiieeeee ettt ene e enea 1,175,248 247,684
TIICOMIE FAX 1ttt ettt ettt ettt 11,36 ( 161,767 ) ( 44,300 )
Net profit for the YEar ... 40 1,013,481 203,384
Earnings Per Share
Earnings per Share ..o 6,23 3.60 0.78
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Balance Sheet

Assets
Notes
Cash and Amounts due from Credit Institutions
(=11 o O SO OTRORUURUTURTOTNt
Amounts due from credit INSHEUHONS ......ooviviiiiiiiicieeee e 24
LLOAMS .ottt 7,25-27

Market Securities and Shares in Other Companies
Bonds and other fixed-INCOME SECUITHES.........c.ooviiviieceeeeeeeeeeeeeeeee e 9,28

Shares and other variable-income securities 9,29,30
Other Assets

Property and eqUIPIMENt .......c.ccoiuoiiiiiiiiicceie e 10,31

SUNAIY @SSEES ...

Prepaid expenses and accrued INCOME ..........cccciiiiiiiiiiiiiieecccce e

Total Assets

32 MP Investment Bank

2004 2003

3 3

733,955 255,795
733,958 255,798
2,323,458 609,397
5,078,442 1,270,629
3572053 2,379,593
8,650,495 3,650,222
65,743 70,828
79,900 53,076
408,576 114,696
554,219 238,600
12,262,130 4,754,017




December 31, 2004
Liabilities and Capital

Notes 2004 2003
Amounts Owed to Credit INSHEUIONS  .....c.ovoviiieeeeeeeeeeeeeeeeeeeeeeees 34 2,571,764 1,039,378
BOTTOWINGS ... 35 7,259,493 2,380,081
Other Liabilities
Sundry Habilities..........cooiiiiiiiiiiiiiiiii e 292,453 109,707
ACCIUE EXPEIISES ...ttt 131,271 121,302
423,724 231,009
Deferred Income Tax Liability ..., 11,36 1,259 1,092
SUbOrdinated LOAnS ........co.oooioioiiceeeeeeeeeeeeeeeeeeeeeeeeeee e 12,37 86,866 101,424
Capital
SHare Capital ........couiiieiiciiiicic e 38 284,620 272,617
SRare PremiUM.......iiuiiiiiiic et 535,181 533,492
STALULOIY FESEIVE ... 3,566 3,566
Retained @arnings .......ccccocoiiiuiiiiiiiiiiicceee e 1,095,657 191,358
38-41 1,919,024 1,001,033
Total Liabilities and Capital 12,262,130 4,754,017
Not included in the Balance Sheet
Obligations on behalf of CUSEOMETS ..........cccoiiiiiiiiiiiiiccieere e 42
Other ObHZAtIONS .......c.iuiiiiiiiiiiccce e 43

All amounts are in thousands of ISK Annual Report 2004 33



Statement of Cash Flows for the Year 2004

Notes 2004 2003
Cash Flows from Operating Activities
Net profit for the Year ... 40 1,013,481 203,384
Difference between net profit and cash from operations:
DePreciation .........ccoviiiiiiicccce e 31 5,468 5,723
Deferred income tax liability, change............ccccccoiiiiiiiiiiiiiciiccccccces 167 2,767
Indexation and exchange rate difference ( 11,511) 50,642

Provision for losses on the loan portfolio ... 27 0 28,937
Gain on sale of fixed assets............c.ccoeevnne. 0 ( 108 )

Changes in operating assets and liabilities ( 283,912 ) 28,608
Net cash provided by operating activities 723,693 319,953
Cash Flows from Investing Activities
Deposits with credit institutions, change ..........c.ccccceiiiiiiiiiiiiiiiiceeeeene ( 530,761 ) 0
LOANS, CRANGE ...ttt et ( 1,872,742 ) ( 250,167 )
Trading bonds, change ...... ( 3,804,133 ) ( 1,116,849 )
Trading shares, change ...... ( 882,021 ) ( 1,653,687 )
Investment in property and equipment................ 31 ( 383) ( 904 )
Proceeds from sale of property and equipment ... 0 1,125
Sundry assets, ChanGe .........ccoiiiiiiiiic e 3,365 7,115
Net cash used in investing activities ( 7,086,675 ) ( 3,013,367 )
Cash Flows from Financing Activities
Amounts owed to credit institutions 1,532,386 37,604
Borrowings, change ............ccccccoeveeee 4,705,099 2,541,158
Other liabilities, Change...........cccooiiiiiiii e 182,673 68,049
Subordinated 10ans, ChANGE .........ccciiiieiiiiiiec e ( 14,286 ) 100,000
DIVIAENAS PAIA +.orrroeeeeeeeeeeee oo 0 109,183 ) ( 17,179 )
Capital stock purchased and SOId...........coccoiiuiiiiriririiiiicir e 40 13,692 112,994
Net cash provided by financing activities 6,310,381 2,842,626
(Decrease) Increase in Cash and Cash Equivalents...............cccoocnnriinnnnince. ( 52,601 ) 149,212
Cash and Cash Equivalents at the beginning of the Year........................... 255,798 106,586
Cash and Cash Equivalents at the end of the Year ..., 14 203,197 255,798
Other Information
INCOME taX PAIA .eviiiicc e 41,533 1,049
Investment and Financing Activities not affecting Cash Flows
Share capital paid with SECUITHES ..........ccovoiiiiiiiiiii e 21,548 0
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Notes

Summary of Accounting Principles

Basis of Preparation

1. The Annual Accounts have been prepared in accordance with the Annual Accounts Act and the Rules on the Financial Statements
of Credit Institutions. It is based on historical cost apart from listed trading securities, which are accounted for at market value.
The Annual Accounts are prepared in Icelandic currency and amounts are presented in thousands of ISK. The Annual Accounts
are prepared according to the same accounting principles as for the previous year.

Heildun ehf. was merged with the Bank effective as of July 1, 2004 and the take-over of assets, rights, liabilties and committments
are based on that date. The effect of the take-over on the Bank's financial position is insignificant.

Foreign Currency

2. Assets and liabilities in foreign currency are converted to ISK at the year-end 2004 exchange rate which is ISK 83.51 per each EUR 1
and ISK 61.19 per each USD 1. Operational revenue and expenses in foreign currency are converted at the exchange rate on the
date of transaction.

Interest Income and Expenses

3. Interest income and interest expenses are entered into the Profit and Loss Account as they accrue based on the actual interest
rate. Interest income is calculated on amounts due from other financial institutions, loans, market securities and forwards. Interest
expenses are calculated on amounts owed to financial institutions, borrowings and subordinated loans. If loans have been in
default for more than three months interest income is no longer calculated. Revenue and expenses equalling interest, such as
borrowing charges, are included among interest income and expenses as they accrue.

Income from Shares and Other Holdings
4. The item income from shares and other holdings includes dividend from investment shares and trading shares.

Fee and Commission Income

5. Service income includes income from commissions and service charges. Income from commissions is derived from the handling of
securities for the Bank’s customers and is accrued evenly over the year. Service charges are derived from special projects and are
accrued at the end of the projects.

Earnings per Share
6. Earnings per share is the ratio between earnings and weighted average share capital during the year and shows the profit per each
ISK 1 of share capital.

Loans
7. Loans are capitalised with accrued interest and exchange rate difference at year-end. Loans in foreign currency are based on the
exchange rate of the relevant currencies at year-end 2004.

8. Provision for losses on the loan portfolio is made to meet the risk attached to lending operations. The loss provision is based on
estimation and does not present a final write-off. In addition to the required contribution, certain risk factors are evaluated to
determine the total contribution for this purpose. Firstly, there are specific provisions to adjust for obligations of creditors that
have received a poor risk evaluation, and secondly there is a general provision to meet the general risk of lending operations.
Interest on loans, the collection of which is uncertain, is not entered as income. The provision has been deducted from loans to
customers in the Balance Sheet.

All amounts are in thousands of ISK Annual Report 2004 35



Notes

10.

11.

12.

13.

14.

15.

36

Market Securities and Holdings

Fixed-income securities include bonds and other securities with fixed interest or with a specified interest criterion. Variable-
income securities include shares and unit shares. The securities are classified as trading securities and investment securities. Listed
trading securities are valued at year-end market value whereas unlisted trading shares are entered at the cost price or estimated
market price, wichever is lower. Investment shares are valued at cost price.

Property and Equipment

Property and equipment are capitalized at cost price less depreciation. Depreciation is calculated as a fixed annual percentage
based on the estimated useful life of the property and equipment until a scrap value is reached. Estimated useful life is specified as
follows:

Real @STALE ... 50 years
Office equipment ... 5 years
Computers, software and other computer equipment.... 3 years

Deferred Income-Tax Liability

The deferred income-tax liability has been calculated and recorded in the Annual Accounts. The liability is based on the difference
between Balance Sheet items as represented in the tax return on the one hand and in the Annual Accounts on the other. This
difference is due to the fact that the tax assessment is based on other premises than the Annual Accounts. These are mostly
temporary differences because some expenses are exspensed earlier in the tax return than in the Annual Accounts.

Subordinated Loans

The Bank has borrowed funds by issuing bonds with subordinated terms. The bonds have the characteristics of equity in being
subordinate to other liabilities of the Bank. In the calculation of the capital ratio, the bonds are included with equity, as shown in
Note 41.

Stock Option Contracts

Stock option contracts enable the bank’s emloyees to acquire shares in the Bank. The purchase price equals the estimated market
value of the shares at the grant date. The Bank’s cost is evaluated as the difference between the call price and the market price of
the shares at the Balance Sheet date, considering vested rights of employees. Nothing has been entered due to these stock option
contracts in the Profit and Loss Account.

Cash and Cash Equivalents
Cash and cash equivalents in the Statement of Cash Flows consist of cash and demand deposits with credit institutions.

Derivatives

Derivatives are financial instruments, the contracted or notional amounts of which are not included in the Company's Balance
Sheet, either because rights and obligations arise out of one and the same contract or because the notional amounts serve merely
as variables for calculating purposes. The notional amounts of derivatives do not necessarily give any indication of the size of the
cash flows and the market and credit risk attached to derivatives transactions. Examples of derivatives are forward exchange
contracts, swaps and options. The underlying value may involve interest rate, currency rate, bond or equity products.

Derivatives performance is entered in the Profit and Loss Account and in the Balance Sheet. Net asset are capitalized among
prepaid expenses and accrued income whereas net obligations are entered among sundry liabilities.
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16.

17.

18.

19.

20.

Financial Income
Other interest expenses are specified as follows:

Interest from Forward CONtIaCtS.........cocviiuiiiiiiiiiieieieieete ettt
OPNET TNEETESE ..ttt ettt ettt b et se et s eseese s e s e et esseneens

Total other INtEreSt INCOIME .......c..oviiiiiieeceieeeeeeeeeeeeeeeee et

Gains from Securities Trading, Investment and Currency Exchange
Trading gains are specified as follows:

Trading gains from CUITENCIES .........ccciiiiiiiciiciiccc e
Trading gains from bonds and shares ...

Personnel
The Bank’s total number of employees is as follows:

Average number of eMPIOYEES ..........cccoviiiiiiiiiiiiiiiiicee e
Posistions at the end of the year ...

Salaries and related expenses are specified as follows:

SALATIES ...
Salary-related eXPenses .............cooiiiiiiiiii
Accrued performance based salary ...

Total salary and related eXpenses ............ooocciciiiiiiiiiiiicceee e

Notes

2004 2003
152,930 63,130
19,695 7,063
172,625 70,193
2004 2003
63,920 31,070
892,028 142,579
955,948 173,648
2004 2003

17 15

19 16

2004 2003
83,101 68,693
21,405 11,219
54,212 46,341
158,718 126,253

Salaries to the Board of Directors and the Managing Director, their stock options and ownership in the Bank are specified as

follows:

Sigurdur Valtysson, Managing Director
Margeir Pétursson, Chairman .................
Sigfts Ingimundarson, Vice-Chairman

Agist Sindri Karlsson, BOard MEMDET ..............crrriermmnirrreessseressessseeessessssseessssssreee
Sigurdur Gisli Palmason, Board member............ccccuoiiiiiiiiiiiiiiiiiiiiiccccccceccceee
Gunnar Arnason, BOArd MEMDET .........ovoveieeeeeeeeeeee e eeen
Jén Hjartarson, Vice Board member ............ccccooiiiiiiiiiiiiiiicicceccceeeec e
Sverrir Kristinsson, Vice Board MemDber........cc.ooouiiiii e
Orn Andrésson, Vice Board MEMDET .........ov.eveveeeeeeeeeee oo eeeee e eeeeeeen
Jon Palmason, Vice Board MEMDET............ceiiviviieiiieiiicieeceieieeieteeee e

TOAL oottt ettt ettt ettt ettt

All amounts are in thousands of ISK

Salaries
and related Shares at
expenses year-end
21,738 " 10,773
4,800 93,095
1,200 4,000
5,040 % 3,500
240 40,500
75 0
75 29,000
180 0
180 0
0 40,500
33,528 221,368
continued
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Notes

20.

21.

22.

23.

24.

continued:

1) The Bank’s General Manager exercised his stock options during the year apart from stock options for a nominal value of ISK 0.1 million which are
exercisable until 2007. There are restrictions on the sale of shares for a nominal value of ISK 6.8 milion, which are lifted linearly from March 1, 2005 until

Marh 1, 2008. The difference between the exercise price and the market price is included in salary.
2) This is Director’s fees and legal fees.

3) Salaries of other Directors than the Chairman are determined by the Annual General Meeeting for the previous operating year.

The Bank has granted Vice Board members and companies owned by them loans amounting to ISK 28.6 million. These loans are

granted under the same conditions and terms as to other customers of the Bank.

Auditors’ Fees

Remuneration to the Bank’s Auditors is specified as follows: 2004 2003
Audit Of ANNUAL ACCOUNLES ....vviieiieeieeeee ettt ettt ettt eae e ereeeaeeaae e 2,436 1,860
Review of Interim Accounts... . 1,618 1,423
ONET SEIVICES ..ottt et ettt ettt et e e e e e ae e e e e e e e eaaeeeae e 1,263 1,013
TOOLAL 1.ttt s 5,317 4,296
Earnings per Share
Calculation of earnings per share is based on profit and the weighted average share capital at year end:
2004 2003

Profit according to the Annual ACCOUNES ........c.coviiiiiiiiiiiiiiiice e 1,013,481 203,384
Calculated average share capital:

Share capital according to the Annual Accounts at the beginning of the year ... 272,617 244,415

Impact of increase of share capital during the year ... 9,444 18,105

Impact of purchase and sale 0f OWN ShAres...........cocciuiiiiiiiiiiiiiii e ( 328) ( 1,760 )
Calculated average share capital .............cccoiiiiiiiiiic e 281,733 260,760
Earnings Per Share ... 3.60 0.78
Amounts due from Credit Institutions
Amounts due from credit institutions are specified as follows: 2004 2003
ON EIMANA ..ottt ettt ettt ettt et et e ettt et ete et e et eeaenens 203,194 255,795
OVELE 5 YRATS .ttt 530,761 0
TOTAL s 733,955 255,795
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25.

26.

27.

28.

Notes

Loans
Loans to customers are specified by types of loans as follows:

Bills Of @XChANGE ... e 54,120 48,490
DIEDOINEUTES ..o e ettt et ettt et e e e 2,269,338 560,907
LLOANS FOTAL. ... ettt ettt ettt ettt 2,323,458 609,397

The Bank’s loans are divided into domestic loans and loans in foreign currencies. The loans are specified as follows:

2004 2003
L0ANS TN ISK oo et ettt ettt 1,778,115 301,008
Loans in fOreign CUITENCIES .........oiuiuiiiiriiiiiicicieieee et 545,343 308,389
TTHIANL SAITIEALS .o e e e e e s e s s ese s e e s s s s s e s see e s s e s s sseseseessaeneee 2,323,458 609,397

Provision for losses has been deducted from the Loans to customers in the Balance Sheet. Changes in the provision are specified
as follows:

Provision for losses 2004 2003
Specific General Total Total
Provision at the beginning of the year 9,937 25,000 34,937 6,000
Provision for losses during the year..........cccocccvvvierccnicennnne 1,923 ( 1,923) 0 28,937
Provision at year-end...........ccccoeeuriiuniiirinieiiceieeieceneeeae 11,860 23,077 34,937 34,937
Provisions for losses on the portfolio, as a
percentage of loans and issued guarantees............c.cccceo.... 0.4% 1.0% 1.4% 41%
Bonds and Shares in Other Companies
Bonds and other fixed-rate securities are specified as follows: Market value Book value
Listed on the Iceland Stock EXChange ...........cccccciiiiiiiiiiiiiccccceee s 4,992,529 4,992,529
Listed foreign DOndS..........cciiiiie e 44,237 44,906
UNBSEEA DONAS ..ot 41,007
Total fIXEA-TAte SECUITHIOS ... ettt ettt 5,078,442

The Bank has entered into forward contracts, swaps and repo with the Central Bank of Iceland amounting to ISK 2,925.2 million
against its securities.

Bonds and other fixed-rate securities are specified by issuers as follows:

Bonds issued by public Organisations ............cccccoiiiiiiii e 4,992,529
Bonds issued by OtheTs ..........o.ooi 85,913
TOtA]l fIXEA-TALE SECUTTEIOS ..ottt ettt et et e et e et e et e et e e e e et e et eeeaeeseaeeeeaeeeeaeeeeaee e 5,078,442
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29.  Shares and other variable-income securities are specified as follows: Market value Book value
Shares listed on Iceland Stock EXChaNGe ..........ccccccuiiiiiiiiiiniiiiiciiccicccsccsc e 1,833,125 1,833,125
Listed foreign Shares ... 838,187 838,188
Listed dOmeStic UNIt SNATES .......c.viiiiieiiceeeeeee ettt 548,544 548,544
Listed foreign Unit SNAres ..........ccoiiiiiiiiiiic e 8,662 8,662
Unlisted dOmMESHC SNATES ......oovvieieee e eneene s 236,719
Unlisted foreign Shares ... 57,912
Unlisted UNIE SNATES .....cviiviiieceeeeee ettt ettt 48,903
TOTAL oottt ettt ettt 3,572,053

The Bank has entered into forward contracts and swaps amounting to ISK 2,141.2 million against its shares and other variable-
income securities.

30.  The Bank owns 10.8% of the shares in Lifteeknisjédurinn hf. (Biotech fund), but controls 34.1% of the voting power in the
company. The Bank owns 49.0% of the shares in Hraunbjarg ehf., 40.0% of the shares in Talsimafélagid ehf. and 21.9% of the
shares in Langvinn ehf., which are all unlisted. Shares in other unlisted companies are less than 10.0% of their stockholders’

equity.
Other Assets
31.  Property and equipment are specified as follows: Office

Buildings equipment

and land and vehicles Total
Total value 1T.1.2004 .....cccooiiiiiiiieiiieiecc e 68,538 29,375 97,913
Additions during the year ... 0 383 383
Total value 31.12.2004 ...t 68,538 29,758 98,296
Previously depreciated ..o 5,026 22,059 27,085
Depreciation during the year ............cccccoiiiiiiiiiiccceeeeeccce e 1,371 4,097 5,468
Total depreciation 31.12.2004.........cccceuiimimririiiiriiiieeieee s 6,397 26,156 32,553
Book value 31.12.2004 ..o 62,141 3,602 65,743
Depreciation FAtOS .......c.cucucuiuiieeiiiiiie et 2% 20-33%

The official real estate value of buildings owned by the Bank is ISK 44.2 million and the fire insurance value of buildings is ISK
57.8 million.

Assets and Liabilities Index-linked or in Foreign Currencies
32. The total amount of indexed assets amounted to ISK 5,548.8 million, and the total amount of indexed liabilities amounted to

ISK 1,594.4 million at year end.

33.  The total amount of assets in foreign currencies in the Annual Accounts amounted to ISK 1,778.7 million and the total amount of
liabilities amounted to ISK 2,133.8 million at year end. Among assets and liabilities are forward contracts as shown in Note 43.
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34.

35.

36.

37.

38.

39.

Notes

Amounts Owed to Credit Institutions

Amounts owed to credit institutions is specified as follows: 2004 2003
Amounts owed to the Central BanK .......oo.iooeiioeeeoee oot 2,569,436 969,260
Amounts owed to other credit INSHEULIONS ....iioiiiiieee et 2,328 70,118
Total amounts owed to credit INSHEUIONS  ..o.ooviiiiiiioececeeee e 2,571,764 1,039,378

Amounts owed to the Central Bank is due to repo transactions.
Borrowings

The Bank’s borrowings consist solely of amounts owed to credit institutions whereof ISK 6,491.9 million will mature within one
year. This amount includes loans in the amount of ISK 2,696.4 million that may be extended.

Deferred Income Tax Liability

The change in the deferred income tax liability is specified as follows: 2004 2003
Deferred tax liability at the beginning of the year ... 1,092 ( 1,675)
INCOME tax fOr the YEAT .....c.coiiiiiiiiiiiiiiiice e 161,767 44,300
INComMe tax PAYAbIE .....ooiiiiiii e ( 161,600 ) ( 41,533 )
Income tax liability at the year end ... 1,259 1,092
The deferred income-tax liability is specified as follows:

Property and eqUIPMENT ........coiiiiiiiiiiiicccce e 557 621
ONET @SSELS.....uivieiici e 702 471
Income tax lability at the year end ... 1,259 1,092

Subordinated Loans
The subordinated loans are in ISK with six months REIBOR interest. The loan is non-indexed and is due 2010, with yearly

payments.

Capital

The Bank’s share capital amounts to ISK 285.0 million. One vote is attached to each share of ISK 1 in the Bank. At the end of the
year, own shares amounted to ISK 0.4 million. The share capital was increased by a nominal value of ISK 12.0 million during the
year. The sale price was ISK 47.8 million.

The Bank has granted its emloyees stock options. According to the stock option contracts the Bank has committed itself to allow
its emloyees to purchase shares in the Bank for nominal value of ISK 23.6 million at the price of ISK 169.6 million. The stock
option rate is between 3.5 to 11.0. The employees have accrued stock options amounting to a nominal value of ISK 1.7 million. No
entries have been made in the Bank’s Profit and Loss Account due to these stock option contracts.

All amounts are in thousands of ISK Annual Report 2004 41



Notes

40.  Capital is specified as follows:

Share Share Statutory Retained

capital premium reserve earnings Total
Capital 1.1.2004 .....cooviiiiiiicecccces 272,617 533,492 3,566 191,358 1,001,033
Sold shares .........ccccccoecvieiiiiiciciiiciiccecaes 20,673 120,126 140,799
Purcased Shares..........ccooeeeeiininirieeecene ( 8,670 ) ( 118,437 ) ( 127,107)
Dividend paid ..........ooccccooorrreeereooeeerree ( 109182) (  109,182)
Net profit for the year .........ccccccccevcvcinnaee 1,013,481 1,013,481
Capital 31.12.2004 ....ccooovvriirceccces 284,620 535,181 3,566 1,095,657 1,919,024

41.  Capital at year end amounts to ISK 1,919.0 million which is 15.7% of the total assets in the Balance Sheet. The capital adequacy
ratio, which may not be lower than 8.0% according to Article 84 of the Act on Financial Institutions, is 21.1%. The ratio is

calculated as follows:

Weighted
value
Risk base:
Risk base due to credit risk in items not included in the trading book ... 3,009,371
Risk base due to currency fluctuations ............ccccocceeviniiiccnenecnn 2,097,144
Risk base due to position and counter-party risk in the trading book.. 3,587,478
RISK DASE, TOTAL ..o ettt ettt ettt a s 8,693,993
Tier I capital:
ReCOTAA CAPILAL ... 1,919,023
Tier II capital:
SUDOTAINALEA TOAIIS ... ettt ettt e ettt e et et e eat e e e e e eat e e s eneeeneenaeeneenas 55,745
Ownership in other credit INSHEUHONS. .........c.iiiiiic e ( 140,951 )
TOtAl CAPTEAL ... 1,833,817
Capital AdEQUACY TATIO .......uiiiiiiice ettt 21.1%

Off-Balance Sheet Obligations

42.  The Bank has granted its customers guarantees amounting to ISK 101.4 million.
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Notes

43.  Derivatives, remaining maturity period of principal and book value are specified as follows:

Principal Book value
Over 3
Upto3 months and
months up to 1 year Total Assets Liabilities
Foreign exchange rate contracts:

Forward exchange rate contracts .............. 256,826 0 256,826 687 0
Interest rate contracts:

SWAPS ...t 250,390 0 250,390 47,310 29,997
Securities contracts:

Securities contracts.... 1,040,318 1,197,791 2,238,109 301,284 33,036
Derivatives, total ............cccocooieiiiiiceen 1,547,534 1,197,791 2,745,325 349,281 63,033
The book value of derivatives contracts is specified by counter parties as follows: Assets Liabilities
Credit INSHEULIONS ... 687 0
Other customers ... 349,073 63,033
TOLAL . 349,760 63,033

The objective of the above-mentioned agreements is to reduce the currency and interest rate risk of the Bank. The Bank’s risk due
to these contracts includes interest and currency rate differential.
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