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Endorsement by the Board of Directors and CEOs

The Consolidated Financial Statements for the year 2006 consist of the Consolidated Financial Statements of Exista hf.
and its subsidiaries. The Consolidated Financial Statements are prepared in accordance with International Financial
Reporting Standards as adopted by the European Union.

According to the Consolidated Income Statement, profit for the year 2006 amounted to ISK 37.409 million compared to
ISK 50.315 million for prior year. Total assets at year end amounted to ISK 415.821 million compared to ISK 161.782
million at prior year end. Equity at year end amounted to ISK 179.779 million compared to ISK 96.104 million at prior
year end.

The Board of Directors propose that ISK 10.839 million, which is 29% of the years profit and 100% of share nominal
value, be paid to shareholders as dividend.

At 31 December 2006 Exista's shareholders numbered 31.410 as compared to 10 at the beginning of the year. One
shareholder owned more than 10% of the shares at year end, Bakkabraedur Holding B.V. which owned 47,38%

The Company purchased 80,8% in VIS eignarhaldsfélag hf. during the year and owns it now in full. The Consolidated
Financial Statements include the operations of VIS eignarhaldsfélag hf. and its subsidiaries from 1 June 2006. On 15
September 2006 Exista hf. was listed on the Iceland Stock Exchange.

It is the opinion of the Board of Directors and CEOs that these Financial Statements present the necessary information to
evaluate the financial position of the Company at year end of 2006 and its operating results and financial developments
for the year then ended.

The Board of Directors and CEOs of Exista hf. hereby confirm the Consolidated Financial Statements of Exista hf. for
the year 2006 with their signatures.

Reykjavik, 8 February 2007

Board of Directors

Lydur Gudmundsson

Chairman
Agust Gudmundsson Gudmundur Orn Hauksson
Bogi Palsson Sigurjon Runar Rafnsson
CEOs
Erlendur Hjaltason Sigurdur Valtysson
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Independent Auditor’s Report

To the Board of Directors and shareholders of Exista hf.

Report on the Financial Statements

We have audited the accompanying financial statements of Exista hf., which comprise the balance sheet as at
December 31, 2006, and the income statement, statement of changes in equity and cash flow statement for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards as adopted by the EU. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of Exista hf. as of
December 31, 2006, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU.

Reykjavik, 8 February 2007.

Deloitte hf.

Hilmar A. Alfredsson
State Authorized Public Accountant

KnUtur Pérhallsson
State Authorized Public Accountant
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Consolidated Income Statement for the year 2006

Notes 2006 2005
Financial assets designated at fair value through profit and loss .............. 5 31.348 48.952
Financial assets held for trading ........cc.ccocvvvvviiivienieie e 6 11.309 960
DIVIAENG ..o 7 6.902 687
INEEIEST .. s 8 4411 102
INSUFANCE PIEMIUIM L...oviiiiiictieiee ettt sttt st s b et st a e 9 6.452 0
OFNEI TEVENUES ...ttt ittt sttt ettt ebe s 11 662 0
TOtAl FEVENUES oo 61.083 50.700
INSUFANCE ClAIMS ...t 10 (5.136) 0
OPErating EXPENSES ...vvereivereeririetirieiesteresieesteseebe ettt sb e b e b eeseneens 12 (4.476) (245)
TOtal EXPENSES ovieeei i (9.613) (245)
Profit before financial eXPenSEeS .....cccccvveeeeiiiiiiiiciiieeee e, 51.470 50.455
INEEIESE EXPENSES ....viviiertistete sttt sttt b bbb bt sne (9.123) (3.562)
Foreign exchange difference ... (4.067) (967)
(13.190) (4.529)
Profit Defore tax ... 38.280 45.926
INCOME TAX 1.t 14 (872) 4.389
Profit for the Year ... 37.409 50.315
Attributable to:
Attributable to shareholders of Exista hf. ..o 37.505 50.315
MINOFIEY INTEIEST ..ovviiiicice e e e e (96) 0
37.409 50.315
Earnings Per Share ..o 17 3,77 8,31
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Consolidated Balance Sheet at 31 December 2006

Notes  31.12.2006 31.12.2005
Assets
Financial assets measured at fair value ...........ccccoeevieiiennensienceneee 18 215.019 148.667
Financial assets held for trading .........c.ccoovirinienenene e 19 79.191 7.579
Loans and accounts receivable ... 20 66.591 0
GOOAWIID ..o 21 43.976 0
REINSUFANCE BSSELS ....eveeeieiieieieeiieier ettt et 22 1.498 0
Property and eQUIPMENT .........cooeiiiiiineie e 23 1.154 101
Cash and eqUIVAIENES ..o 7.198 4.965
OFNEI BSSELS ..ttt ettt b e e e e 1.194 470
Total assets 415.821 161.782
Equity
Share CapItal .......ocveiieee e 24 10.629 8.689
R L0 Y == =TS 2.161 2.161
CaPItal TESEIVES ....vvivecieceecese sttt sneene e 66.026 17.351
TranSIation FESEIVES .....cc.ccveveeeieise e s eneens 0 (135)
Retained arNiNGS ........ccciveiieieieece e 100.407 68.037
Shareholders equity 179.223 96.104
MINOFIEY INTEIEST ..ovveveicieeee e e 556 0
Total equity 179.779 96.104
Liabilities
BOITOWINGS ...ttt st sne 25 206.534 65.499
Technical ProVISION ........ccoiiiiiiire e 26 21.180 0
Deferred income tax Hability .........ccocooiiiiiniiiiiieee e 27 5.697 35
Other labITILIES .....voiveeic e e 2.630 144
Total liabilities 236.042 65.678
Total equity and liabilities 415.821 161.782
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Consolidated Statement of changes in Equity for the year 2006

Share Retained Minority

capital Reserves earnings interest Total
Equity 1.1.2005 .......ccccvoererrnnne. 6.040 927 19.374 26.340
Subsidiaries in ISK .........c.cce..... 449 449
Dividends paid .........c.cccveririenen (1.000) (1.000)
Issue of share capital .................. 2.649 17.351 20.000
Statutory reServe .......ccceceveevenene 651 (651) 0
Profit for the year ..........cccceeue. 50.315 50.315
Equity 31.12.2005 .........ccoevneene. 8.689 19.377 68.037 0 96.104
Change in minority interest ........ 652 652
Issue of share capital .................. 2.150 53.085 55.235
Dividends paid .......c..cccveevrierennne. (5.000) (5.000)
Translation out ..........cccevveenne. 135 (135) 0
Profit for the year .........ccccocevveee 37.505 (96) 37.409
Own shares ........ccovcevecvreinriennnns (210) (4.410) (4.620)
Equity 31.12.2006 .........c.eenene. 10.629 68.187 100.407 556 179.779
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Consolidated Cash Flow Statement for the year 2006

Notes 2006 2005
Cash flow from operating activities
Profit fOr the YEar ..o 37.409 50.315
Adjustments for:
Exchange difference ... (37.631) (47.069)
Deferred income tax liability, change ..........ccovcvvivevieieicnceee, 27 734 (4.389)
Depreciation and amortization ............ccoceevieniniieviene s 21,23 495 5
Working capital to operations 1.007 (1.138)
Changes in operating assets and liabilities:
Receivables, Change ......ccccveveivie i 7.777) (457)
Payables, ChaNGE ......cccviviiresc e s 16.685 118
Cash from (to) operations (85) (1.477)
Investing activities
FINANCIAI SSELS ...t (69.827) (40.963)
Property and eQUIPMENT ........ccooiiiiiiineie e (132) (80)
Investing activities (69.959) (41.043)
Financing activities
BOITOWINGS ..ottt 75.238 27.267
Proceeds on issue of share capital ...........cccoevviniiniiiiii 2.013 20.000
DivIdends PaIA .......ceoviiiiiriieieer e 16 (5.000) (1.000)
Financing activities 72.251 46.267
Net increase in cash and equivalents ..........cccccvvveeeieieeee i, 2.207 3.747
Cash and equivalents at beginning of year .........cccoceeveieievciciecrceee, 4,965 1.218
Effect of foreign exchange rate Changes .........cccceveeirieniininiinesnenee 27 0
Cash and equivalents at year-end ..............occcocviiieeeeiieeee e, 7.198 4,965

Investing and financing activities without cash flow effect:

Acquisition of SUDSIIAIY ......cccccvvviierireieree e (53.222)
Issued share Capital ..........ccceveivrieiieierie e 53.222
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Notes to the consolidated financial statements

1. General information

Exista hf. is company incorporated and domiciled in Iceland. The consolidated financial statements for the year ended 31 December 2006
comprise Exista hf. (the parent or the Company) and its subsidiaries (together referred as the Group).

The principal activities of Exista hf. are insurance and assets finance, together with strategic holdings as a major shareholder in several of
Iceland’s largest companies. Exista hf. concentrates on northern Europe as its core markets.

2. Significant accounting policies

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards as adopted by
EU.

Basis of preparation
The consolidated financial statements have been prepared on historical cost basis, except for the following assets and liabilities that are

stated at their fair value: financial instruments designated at fair value through profit and loss, financial instruments held for trading
and financial liabilities held for trading. The Financial Statements are prepared in Icelandic krénur.

New and revised Standards
At the date of authorisation of these financial statements, the following Standards were in issue but not effective:

- IFRS 7, Financial Instruments: Disclosures 1 January 2007
- IFRS 8, Operating Segments 1 January 2009

At the date of authorisation of these financial statements, the following Interpretations were in issue but not effective

Effective Date: Annual periods beginning:

- IFRIC 7, Applying the Restatement Approach under IAS 29 On or after 1 March 2006
Financial Reporting in Hyperinflationary Economies

- IFRIC 8, Scope of IFRS 2 On or after 1 May 2006

- IFRIC 9, Reassessment of Embedded Derivatives On or after 1 June 2006

- IFRIC 10, Interim Financial Reporting and Impairment On or after 1 November 2006

- IFRIC 11, IFRS 2: Group and Treasury Share Transactions On or after 1 March 2007

- IFRIC 12, Service Concession Arrangements On or after 1 January 2008

The directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material financial impact on
the financial statements of the Company.

Critical judgments in applying accounting policies

In the application of the Group’s accounting policies management is required to make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may differ from these estimates.
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Notes to the consolidated financial statements

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
petiod in which the estimate is tevised if the revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the company and entities controlled by the company (its
subsidiaries). Control is achieved where the company has the power to govern the financial and operating policies of an entity so as to
obtain benefits from its activities.

The tesults of subsidiaries acquired or disposed of duting the year are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line with those
used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.

Minority interests in the net assets (excluding goodwill) of consolidated subsidiaties are identified separately from the Group’s equity
therein. Minority interests consist of the amount of those interests at the date of the original business combination (see below) and the
minority’s share of changes in equity since the date of the combination. Losses applicable to the minority in excess of the minority’s interest
in the subsidiary’s equity are allocated against the interests of the Group except to the extent that the minority has a binding obligation and
is able to make an additional investment to cover the losses.

Business combination

Acquisitions of subsidiaries and businesses are accounted for using the purchase method. The cost of the business combination is
measured as the aggregate of the fair values (at the date of exchange) of assets given, liabilities incutred or assumed, and equity instruments
issued by the Group in exchange for control of the acquire, plus any costs directly attributable to the business combination. The acquiret's
identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition under IFRS 3 Business Combinations ate
recognized at their fair values at the acquisition date, except for non-current assets (or disposal groups) that are classified as held for sale in
accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations, which ate recognized and measured at fair value
less costs to sell.

Goodwill arising on acquisition is recognized as an asset and initially measured at cost, being the excess of the cost of the business
combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognized. If, after
reassessment, the Group’s interest in the net fair value of the acquiret's identifiable assets, liabilities and contingent liabilities exceeds the
cost of the business combination, the excess is recognized immediately in profit or loss.

Investment in Associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest in a joint venture.
Significant influence is the power to participate in the financial and operating policy decisions of the investee but is not control or joint
control over those policies.

The results and assets and liabilities of associates are incorporated in these financial statements.

The results and assets and liabilities of associates are incorporated in these financial statements using the equity method of accounting,
except when the investment is classified as held for sale, in which case it is accounted for in accordance with IFRS 5 Non-cutrent Assets
Held for Sale and Discontinued Operations. Under the equity method, investments in associates are carried in the consolidated balance
sheet at cost as adjusted for post-acquisition changes in the Group’s share of the net assets of the associate, less any impairment in the
value of individual investments. Losses of an associate in excess of the Group’s interest in that associate (which includes any long-term
interests that, in substance, form patt of the Group’s net investment in the associate) are not recognised, unless the Group has incurred
legal or constructive obligations or made payments on behalf of the associate.

Exista hf. Consolidated Financial Statements 2006 9 Amounts are in ISK million



Notes to the consolidated financial statements

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets, liabilities and contingent
liabilities of the associate recognised at the date of acquisition is recognised as goodwill. The goodwill is included within the catrying
amount of the investment and is assessed for impairment as part of the investment. Any excess of the Group’s share of the net fair value of
the identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after reassessment, is recognised immediately in profit
or loss.

Where a group entity transacts with an associate of the Group, profits and losses are eliminated to the extent of the group’s intetest in the
relevant associate.

Investments in associates held for the purpose of venture capital organisations are designated as financial assets at fair value through profit
or loss and accounted for in accordance with IAS 39 Financial Instruments: Recognition and Measutement.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Company’s interest in the fair value of the
identifiable assets and liabilities and contingent liabilities of a subsidiary or jointly controlled entity at the date of acquisition. Goodwill is
initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment losses and reviewed for
impairment at least annually. For the putpose of impairment testing, goodwill is allocated to each of the Company's cash-generating units
expected to benefit from the synergies of the combination.

Cash-generating units to which goodwill has been allocated are tested for impairment annually, or more frequently when there is an
indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less than the carrying amount of the unit,
the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the
unit pro-rata on the basis of the carrying amount of each asset in the unit. Any impairment is recognized immediately in profit or loss and is
not subsequently reversed.

On disposal of a subsidiary the attributable amount of goodwill is included in the determination of the profit and loss on disposal.

The Company's policy for goodwill arising on the acquisition of an associate is described under "Investments in associates" above.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the
lessee. All other leases are classified as operating leases.

i) The Group as lessor

Amounts due from lessees under finance leases ate recorded as receivables at the amount of the Group’s net investment in the leases.
Finance lease income is allocated to accounting periods so as to reflect a constant periodic rate of return on the Group’s net investment
outstanding in respect of the leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the carrying amount of the leased asset and recognised on a straight-line basis
over the lease term.
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Notes to the consolidated financial statements

ii) The Group as lessee

Assets held under finance leases are initially recognised as assets of the Group at their fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The corresponding liability to the lessor is included in the balance sheet as a finance
lease obligation

Lease payments are apportioned between finance chatrges and reduction of the lease obligation so as to achieve a constant rate of interest
on the remaining balance of the liability. Finance charges are charged directly to profit or loss, unless they are directly attributable to
qualifying assets, in which case they are capitalised in accordance with the Group’s general policy on botrowing costs (see below).
Contingent rentals are recognised as expenses in the periods in which they are incurred.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where another systematic basis is
more representative of the time pattern in which economic benefits from the leased assetare consumed. Contingent rentals arising under
operating leases are recognised as an expense in the period in which they are incurre

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The aggregate
benefit of incentives is recognised as a reduction of rental expense on a straight-line basis, except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are consumed.

Foreign currencies

The individual financial statements of each group entity are presented in the cutrency of the ptimaty economic environment in which the
entity operates (its functional currency). For the purpose of the consolidated financial statements, the results and financial position of each
entity are expressed in Currency Units (‘CU’), which is the functional curtency of the Company and the presentation curtency for the
consolidated financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s functional currency (foreign
currencies) ate recorded at the rates of exchange prevailing at the dates of the transactions. At each balance sheet date,monetary items
denominated in foreign currencies are retranslated at the rates prevailing at the balance sheet date. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in foreign currency are not retranslated.

Exchange differences ate recognised in profit or loss in the period in which they arise except for:

* exchange differences which relate to assets under construction for future productive use, which are included in the cost of those assets
where they are regarded as an adjustment to interest costs on foreign cutrency borrowings;

* exchange differences on transactions entered into in order to hedge certain foreign currency risks (see below for hedging accounting
policies); and

* exchange differences on monetary items receivable from or payable to a foreign operation for which settlement is neither planned nor
likely to occur, which form part of the net investment in a foreign operation, and which are recognised in the foreign currency translation
reserve and recognised in profit or loss on disposal of the net investment.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign operations are expressed in
Currency Units using exchange rates prevailing at the balance sheet date. Income and expense items are translated at the average exchange
rates for the period, unless exchange rates fluctuated significantly during that period, in which case the exchange rates at the dates of the
transactions are used. Exchange differences arising, if any, are classified as equity and transferred to the Group’s translation reserve. Such
exchange differences are recognised in profit or loss in the period in which the foreign operation is disposed of.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation ate treated as assets and liabilities of the foreign
operation and translated at the closing rate.
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Notes to the consolidated financial statements

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income statement
because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are never
taxable or deductible. The Company's liability for current tax is calculated using tax rates that have been enacted or substantively enacted by
the balance sheet date.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial statements and the
corresponding tax bases accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all
taxable temporary differences and defetred tax assets ate recognised to the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilised.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates, except where
the Company is able to control the reversal of the temporary difference and it is probable that the temporary difference will not reverse in
the foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such investments and interests are
only recognised to the extent that it is probable that there will be sufficient taxable profit against which to utilise the benefits of the
temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the liability is settled or the
asset realised, based on tax rates (and tax laws) that have been enacted or substantively enacted by the balance sheet date. The measurement
of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in which the Company expects, at the
reporting date, to recover or settle the carrying amount of it assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities
and when they relate to income taxes levied by the same taxation authority and the Company intends to settle its curtent tax assets and
liabilities on a net basis.

Current and deferred tax are recognised as an expense or income in the income statement, except when they relate to items credited or
debited directly to equity, in which case the tax is also recognised directly in equity, or where they arise from the initial accounting for a
business combination. In the case of a business combination, the tax effect is taken into account in calculating goodwill or in determining
the excess of the acquiret's intetest in the net fair value of the acquiree's identifiable assets, liabilities and contingent liabilities over cost.

Property and equipment

Property and equipment ate stated at cost less accumulated depreciation and any accumulated impairment losses. Depreciation is charged
so as to write off the cost of assets, other than land and properties under construction, over their estimated useful lives, using the straight-
line method, on the following basis:

PIOPEILY 1ttt 2-4%
BQUIPIMIENT w.otiiiii e 20-35%

The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the effect of any changes in
estimate accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets.

The gain or loss atising on the disposal or retitement of an asset is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in the income statement.
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Notes to the consolidated financial statements

Investment property

Investment property, which is property held to earn rentals and/or for capital appreciation, is measured initially at its cost, including
transaction costs. Subsequent to initial recognition, investment property is measured at fair value.

Gains or losses atising from changes in the fair value of investment property are included in profit or loss for the period in which they arise

Intangible assets

Intangible assets acquired separately are reported at cost less accumulated amortisation and accumulated impairment losses. Amortisation is
charged on a straight-line basis over their estimated useful lives. The estimated useful life and amortisation method are reviewed at the end
of each annual reporting period, with the effect of any changes in estimate being accounted for on a prospective basis.

Intangible assets acquired in a business combination are identified and recognised separately from goodwill where they satisfy the definition
of an intangible asset and their fair values can be measured reliably. The cost of such intangible assets is their fair value at the acquisition
date.

Subsequent to initial recognition, intangible assets acquired in a business combination are reported at cost less accumulated amortisation
and accumulated impairment losses, on the same basis as intangible assets acquired separately.

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date the company reviews the carrying amounts of its tangible and intangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the assets is
estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an
individual asset, the Company estimates the recoverable amount of the cash-generating unit to which the asset belongs. Where a reasonable
and consistent basis of allocation can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise they
are allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment annually, and whenever
there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the
asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately in the income statement,
unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate
of its recoverable amount, but so that the increased cartying amount does not exceed the carrying amount that would have been determinec
had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised as
income immediately, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment is treated as a
revaluation increase.
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Notes to the consolidated financial statements

Risk management

The Group uses derivative financial instruments (primarily foreign currency forward contracts) to hedge its risks associated with foreign
currency fluctuations telating to certain firm commitments and forecasted transactions. These Detivatives are initially measured at fair
value on the contract date and are remeasured to fair value at subsequent reporting dates, with all changes in fair value recognized
immediately in proft and loss.

A derivative is a financial instrument or other contract within the scope of IAS 39, the value of which changes in response to a change in an
underlying vaiable (such as hare, commodity or bond prices, an index value or an exchange or interest rate), which requires no initial net
investment or an initial net investment that is smaller than would be required for other types of contracts that would be expected to hava a
similar response to changes in market factors and which is settled at a future date.

Exista is exposed to various risks inherent in conducting financial services operations, it is necessaty to identify, measure, aggregate and
manage these risks effectively, and to allocate the capital appropriately. Risk is managed through a framework of risk principles,
organizational structures and risk measurements and monitoring processes that are closely aligned with the activities of the Group
Divisions. This includes market-, credit-, liquidity-, underwriting- and operational risks and other tisks that require comprehensive control
and management. The Board of Directors emphasize effective risk management and Exista operates a centralized Group Risk Management
unit in order to enforce that policy.

i) Market risk
Equity investments in strategic holdings represent a large portion of Exista’s assets. Listed equity investments are marked to market on a
current basis therefore Exista’s equity investment portfolio is affected by fluctuations on the equity markets.

Exista’s main equity assets are in Kaupthing Bank and Bakkavér Group, both of which ate listed on the OMX Notrdic Exchange in Iceland.

To quantify and measure market risk we use stress tests and statistical tests. Risk concentration limits are set on exposure in cutrencies,
countries and liquidity. The investment portfolios of Vatryggingafélag Tslands hf. and Liftryggingafélag Tslands hf. are under asset
management of Exista Trading. They are also monitored by the Icelandic Financial Supervisory Authority, the portfolios of the respective
subsidiaries are structured to ensure that capitalisation is adequate and financial strength is maintained at all times.

Stress tests are performed on the portfolios where extreme market movements are tailored and subjectively chosen, based on historical
experience and wotst-case scenarios giving an indication of possible losses in a market crisis. Value at Risk (VaR) is used to estimate
theoretical possible loss over a given time horizon (10 days), measured at a specified confidence level (99%) given that current variance and
cotrelation will continue for each holding.

ii) Credit risk

Credit risk exposure is mostly concentrated in the Exista Asset Finance subsidiary Lysing hf. The portfolio is well diversified in loans and
leasing contracts. Interest rate and currency risks are managed by the length of financing contracts, currency split of financing and by
interest rate and currency swaps. Lysing, being defined according to Icelandic law as a financial institution, is regulated by the Icelandic
Financial Supervisory Authotity (FSA) and reports quarterly to the FSA on defaulted customers, exposure concentration and equity limits.
Internal procedures are used to manage the default risk, settlement risk, exposure risk and collateral risk.

iii) Liquidity risk

Exista’s risk management mitigates the liquidity risk of Exista by assuring adequate liquidity through unforeseen changes in funding
sources or market distuption. The primary objective is to ensure that all obligations maturing within 180 days can be met with committed
liquidity sources. Furthermore, all obligations maturing within 360 days should be covered with the addition of other liquidity sources.

Currency exposure is actively managed by Exista. Limits on currency exposure are set by the Board of Directors of Exista. Exista uses
derivative financial instruments (primarily foreign currency forward contracts) to hedge its risks associated with foreign currency
fluctuations trelating to certain firm commitments and forecasted transactions.
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iv) Underwriting risk
The customer base of Exista Insurance is well diversified and the company is not reliant on any individual client or customer. The Exista
Insurance subsidiaries are Vatryggingafélag {slands hf., Liftryggingafélag fslands hf. and IGI Group Ltd.

In order to limit the underwriting risk of Exista Insurance, part of the risk is transferred to reinsurers. The amount of risk that Exista
Insurance catries for its own account is determined with respect to the financial strength of each of the insurance companies and the nature
of the risk.

v) Other risks

Exista also faces tisks such as operational and reputational risk. Exista has taken measures in identifying and reducing possible opetational
risk factors in Exista’s operation. Exista’s policy is to continually increase risk awareness of employees to further reduce operational risk.
Exista’s strategy is to actively reduce the risk of possible loss directly related to deterioration of reputation and to be thoroughly prepared
to deal with a potential crisis should it arise.

Financial assets

Investments are recognised and derecognised on a trade date where the purchase or sale of an investment is under a contract whose terms
require delivery of the investment within the timeframe established by the market concerned, and are initially measured at fair value, net of
transaction costs, except for those financial assets classified as at fair value through the income statement, which ate initially measured at
fair value.

Financial assets are classified into the following specified categories: financial assets as ‘at fair value through profit and loss’ (FVTPL), ‘held
to-maturity investments’, ‘available-for-sale’ (AFS) financial assets and ‘loans and receivables’. The classification depends on the nature and
purpose of the financial assets and is determined at the time of initial recognition.

i) Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating interest income over the
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset, ot, where appropriate, a shorter period.

Income is recognised on an effective interest rate basis for debt instruments other than those financial assets designated as at FVTPL.

ii) Financial assets measured at fair value through profit and loss

Financial assets are classified as at FVIPL whete the financial asset is either held for trading or it is designated as at FVIPL. A financial
asset is classified as held for trading if:

* it has been acquired principally for the purpose of selling in the near future; or

e it is a part of an identified portfolio of financial instruments that the Company manages together and has a recent actual pattern of short-
term profit-taking; or

* it is a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial recognitio
* such designation eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise; or

* the financial asset forms part of a group of financial assets or financial liabilities or both, which is managed and its performance is
evaluated on a fair value basis, in accordance with the Company's documented risk management or investment strategy, and information
about the grouping is provided internally on that basis; or

* it forms part of a contract containing one or more embedded derivatives, and IAS 39 permits the entite combined contract (asset or
liability) to be designated as at FVTPL.

Financial assets at FVIPL are stated at fair value, with any resultant gain or loss recognised in profit or loss. The net gain or loss
recognised in profit or loss incorporates any dividend or interest earned on the financial asset. Fair value is determined in the manner
desctibed below.
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iii) Held-to-maturity investments

Bills of exchange and debentures with fixed or determinable payments and fixed maturity dates that the Company has the positive intent
and ability to hold to maturity are classified as held-to-maturity investments. Held-to-maturity investments are recorded at amortised cost
using the effective interest method less impairment, with revenue recognised on an effective yield basis.

iv) Available for sale (AFS) financial assets

Listed shates and listed redeemable notes held by the Group that are traded in an active market are classified as being AFS and are stated at
fair value. Fair value is determined in the manner described below. Gains and losses arising from changes in fair value are recognised
directly in equity in the investments revaluation reserve with the exception of impairment losses, interest calculated using the effective
interest rate method and foreign exchange gains and losses on monetary assets, which are recognised directly in profit or loss. Where the
investment is disposed of or is determined to be impaired, the cumulative gain or loss previously recognised in the investments revaluation
reserve is included in profit or loss for the period.

Dividends on AFS equity instruments are recognised in profit or loss when the Company’s right to receive payments is established.

The fair value of AFS monetary assets denominated in a foreign currency is determined in that foreign currency and translated at the spot
rate at the balance sheet date. The change in fair value attributable to translation differences that result from a change in amortised cost of
the asset is recognised in profit or loss, and other changes ate recognised in equity.

v) Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an active market are
classified as ‘loans and receivables’. Loans and receivables are measured at amortised cost using the effective interest method less any
impairment. Interest income is recognised by applying the effective interest rate, except for short-term receivables where the recognition of
interest would be immaterial.

vi) Impairment of financial assets

Financial assets, other than those at FVIPL, ate assessed for indicators of impairment at each balance sheet date. Financial assets are
impaired where there is objective evidence that, as a result of one or more events that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the investment have been impacted. For financial assets catried at amottised cost, the amount of
the impairment is the difference between the asset’s carrying amount and the present value of estimated future cash flows, discounted at
the original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception of trade
receivables where the carrying amount is reduced through the use of an allowance account. When a trade receivable is uncollectible, it is
written off against the allowance account. Subsequent recoveries of amounts previously written off are credited against the allowance
account. Changes in the carrying amount of the allowance account are recognised in profit or loss.

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed
through profit ot loss to the extent that the catrying amount of the investment at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been recognised.

In respect of AFS equity securities, any increase in fair value subsequent to an impairment loss is recognised directly in equity.
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Financial liabilities and equity instruments issued by the Company

i) Classification as debt or equity
Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the contractual
arrangement.

ii) Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. Equity
instruments are recorded at the proceeds received, net of direct issue costs.

iii) Compound instruments

The component parts of compound instruments are classified separately as financial liabilities and equity in accordance with the substance
of the contractual arrangement. At the date of issue, the fair value of the liability component is estimated using the prevailing market
interest rate for a similar nonconvertible instrument. This amount is recorded as a liability on an amortised cost basis until extinguished
upon conversion or at the instrument’s maturity date. The equity component is determined by deducting the amount of the liability
component from the fair value of the compound instrument as a whole. This is recognised and included in equity, net of income tax
effects, and is not subsequently remeasured.

iv) Financial guarantee contract liabilities
Financial guarantee contract liabilities are measured initially at their fair values and are subsequently measured at the higher of:

* the amount of the obligation under the contract, as determined in accordance with IAS 37 Provisions, Contingent Liabilities and
Contingent Assets; and

* the amount initially recognised less, where appropriate, cumulative amortisation recognised in accordance with the revenue recognition
policies set out above.

v) Financial liabilities
Financial liabilities are classified as either financial liabilities at FVIPL or other financial liabilities.

vi) Financial liabilities at FVTPL
Financial liabilities are classified as at FVITPL where the financial liability is either held for trading or it is designated as at FVTPL.

A financial liability is classified as held for trading if:

¢ it has been incurred principally for the purpose of repurchasing in the near future; or

* it is a part of an identified portfolio of financial instruments that the Company manages together and has a recent actual pattern of short-
term profit-taking; or

* it is a derivative that is not designated and effective as a hedging instrument.

A financial liability other than a financial liability held for trading may be designated as at FVIPL upon initial recognition if:
* such designation eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise; or

* the financial liability forms part of a group of financial assets or financial liabilities or both, which is managed and its performance is
evaluated on a fair value basis, in accordance with the Company's documented risk management or investment strategy, and information
about the grouping is provided internally on that basis; or

* it forms part of a contract containing one or more embedded derivatives, and IAS 39 permits the entire combined contract (asset or
liability) to be designated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any resultant gain or loss recognised in profit or loss. The net gain or loss
recognised in profit or loss incorporates any interest paid on the financial liability. Fair value is determined in the manner described below.
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vii) Other financial liabilities
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense recognised
on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest expense over the
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments through the expected life of the
financial liability, or, where appropriate, a shorter period.

Derivative financial instruments

The Company uses derivative financial instruments (primarily foreign currency forward contracts) to hedge its risks associated with foreign
cutrency fluctuations relating to certain firm commitments and forecasted transactions. The significant interest rate risk arises from bank
loans. The Company's policy is to convert a proportion of its floating rate debt to fixed rates. The Company designates these as cash flow
hedged of interest rate risk.

The use of financial derivatives is governed by Company's policies approved by the board of directors, which provides written principles on
the use of financial derivatives consistent with the Company's risk management strategy. The Company does not use detivative financial
instruments for speculative purposes.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are subsequently remeasured to their fair
value at each balance sheet date. The resulting gain or loss is recognised in profit or loss immediately unless the derivative is designated and
effective as a hedging instrument, in which event the timing of the recognition in profit or loss depends on the nature of the hedge
relationship. The Company designates certain derivatives as either hedges of the fair value of recognised assets or liabilities or firm
commitments (fair value hedges), hedges of highly probable forecast transactions or hedges of foreign currency risk of firm commitments
(cash flow hedges), or hedges of net investments in foreign operations.

i) Embedded derivatives

Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives when their risks and
characteristics are not closely related to those of the host contracts and the host contracts are not measured at fair value with changes in fair
value recognised in profit or loss.

ii) Hedge accounting

The Company designates certain hedging instruments, which include derivatives, embedded derivatives and non-derivatives in respect of
foreign currency risk, as either fair value hedges, cash flow hedges, or hedges of net investments in foreign operations. Hedges of foreign
exchange risk on firm commitments are accounted for as cash flow hedges.

At the inception of the hedge relationship the entity documents the relationship between the hedging instrument and hedged item, along
with its risk management objectives and its strategy for undertaking various hedge transactions. Furthermore, at the inception of the hedge
and on an ongoing basis, the Company documents whether the hedging instrument that is used in a hedging relationship is highly effective
in offsetting changes in fair values or cash flows of the hedged item.

Movements in the hedging reserve in equity ate also detailed in the statement of changes in equity.

iii) Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in profit or loss immediately,
together with any changes in the fair value of the hedged item that is attributable to the hedged risk.

Hedge accounting is discontinued when the Company revokes the hedging relationship, the hedging instrument expites or is sold,

terminated, or exercised, or no longer qualifies for hedge accounting. The adjustment to the carrying amount of the hedged item arising
from the hedged risk is amortised to profit or loss from that date.
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iv) Cash flow hedge
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are deferred in equity.
The gain or loss relating to the ineffective portion is recognised immediately in profit or loss as part of other expenses or other income.

Amounts deferred in equity are recycled in profit or loss in the periods when the hedged item is recognised in profit or loss. However,
when the forecast transaction that is hedged results in the recognition of a non-financial asset or a non-financial liability, the gains and
losses previously deferred in equity are transferred from equity and included in the initial measurement of the cost of the asset or liability.

Hedge accounting is discontinued when the Group revokes the hedging relationship, the hedging instrument expires or is sold, terminated,
or exercised, or no longer qualifies for hedge accounting. Any cumulative gain or loss deferred in equity at that time remains in equity and
is recognised when the forecast transaction is ultimately recognised in profit or loss. When a forecast transaction is no longer expected to
occur, the cumulative gain or loss that was deferred in equity is recognised immediately in profit or loss.

v) Hedges of net investment in foreign operations

Hedges of net investments in foreign operations ate accounted for similarly to cash flow hedges. Any gain or loss on the hedging
instrument relating to the effective portion of the hedge is recognised in equity in the foreign currency translation reserve. The gain or loss
relating to the ineffective portion is recognised immediately in profit or loss.

Gains and losses deferred in the foreign currency translation reserve are recognised in profit or loss on disposal of the foreign operation.

Fair value

The fair values of financial assets and financial liabilities are determined as follows:

* the fair value of financial assets and financial liabilities with standard terms and conditions and traded on active liquid markets ate
determined with reference to quoted matket prices;

* the fair value of other financial assets and financial liabilities (excluding derivative instruments) are determined in accordance with

generally accepted pricing models based on discounted cash flow analysis using prices from observable current market transactions; and

e the fair value of derivative instruments, are calculated using quoted prices. Where such prices are not available use is made of discounted
cash flow analysis using the applicable yield curve for the duration of the instruments for non-optional derivatives, and option pricing
models for optional derivatives.

Offsetting financial asset and financial liabilities

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable right to offset
the recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

Borrowing costs

All borrowing costs are recognized in profit or loss in the period they incurtred.
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Insurance contracts

The Company’s subsidiaries, Vatryggingarfélag Islands hf. and Liftryggingarfélag Islands hf. , issues contracts that transfer both financial
and insurance risk from the customer to the subsidiaries.

i) Insurance contracts - definition

Insurance contracts are contracts under which the insurer accepts significant insurance risk from policyholders by agreeing to compensate
the policyholders if a specified uncertain future event would occur.

Insurance risk is all risk, other than financial risk, that is moved from the policyholder to the insurer such as accident, death or damage.
Financial risk is however the risk of changes in the market environment.

ii) Insurance contracts - classification

The Company's insurance contracts are categorized in two groups according to how long the insurance risk lasts and whether the contract
are fixed or changeable.

Property and Casualty insurance

Insurance contracts that are categorized as in this section are liability insurance, casualty insurance and property insurance.

Liability- and casualty insurance contracts protect the customers against the risk of causing harm to third parties as a result of their
legitimate activities and compensates the policyholders own damage in accordance with the terms of the insurance contracts.

Property insurance contracts mainly compensate the Company's customers for damage suffered to theitr properties or for the value of
property lost. Customers in business could also receive compensation for the loss of earnings caused by the inability to use the insured
properties in their business.

Life insurance

These contracts insure events associated with human life, for example death or survival over a long duration. Premiums are entered as
income in the period they are issued and claims paid ate entered as expense in the period that the insured event incurres.

iii) Investments with investment risk of the life assurance policyholders

Investments with the investment risk of life assurance policyholders are financial assets owned by the Company that the policyholders have
selected and carry the investment risk in acordance with the life assurance policy. Technical provision for life assurance policies where the
investment risk is borne by the policyholders is the Company's liabilty towards these policyholders in the same amount.

iv) Technical provisions

The Group assesses, at the end of the fiscal year, whether the recorded insurance liability can carry out the Group's estimated obligations
by assessing future cash flows of the insurance liability. All changes in the insurance liability are recognized in the Income Statement. In
petforming these tests, current best estimates of future contractual cash flows and claims handling and administration expenses, as well as
investment income from the assets backing such liabilities, aru used.

v) Reinsurance contracts

Reinsurance contracts are made in order to reduce the Group's risks. Reinsurance contracts can be either proportional or carry the entire
risk in the case of a damage exceeding a fixed damage cost.

Claims on reinsurers due to premiums and claims are recognized as reinsurance assets. The claims concern the reinsurers share in damages
according to reinsured insurance contracts and shate in premium liability. Obligations due to reinsurance are the reinsurers share in
premiums for reinsurance contracts which are recognized in the Income Statement at the time of the renewal of the reinsurance contracts.
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Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments that are readily
convertible to a known amount of cash and atre subject to an insignificant risk of changes in value.

Income and expense

Insurance operations

i) Premiums

Premiums entered as income comprise the premiums contracted during the fiscal year including premiums transferred from last years but
excluding next periods premiums, which are entered as premium reserve. Premium reserve in the Balance Sheet forms the part of
premiums due to insurance risk during the period which belongs to the next fiscal year.

i) Claims

Claims stated in the Income Statement are the periods claims including increases or decreases due to claims from previous fiscal years.
Claims reserved in the Balance Sheet are the total amount of reported but unpaid claims as well as actuatial provision for claims accurred
but unreported.

Leasing operations

Interest income and expenses are recognised in the Income Statement as it accrues, according to effective interest rates. Financial income
and financial expenses consist of interest expenses from contracts and other differences in original book value and amount on the day of
maturity which are calculated according to effective interest rates.

Financial operations

i) Changes in market value of investments

Income because of changes in the market price of investment include changes in the price of listed shares in other companies and the
changes in the valuation of unlisted shares.

ii)Dividend income

Dividend income is recognised in the income statement on the date that the dividend is declared. Income from equity investments and
other non-fixed income investments is recognised as dividend income when it accrues.

Segment reporting

Business segment is a distinguishable component of the Group that is engaged either in providing products or services (business segment)
which is subject to risks and rewards that are different from those of other segments.

Provisions

Provision is recognised when the Group has a present obligation as a result of a past event. It is probable that the Group will be tequired to
settle the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the balance sheet
date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the receivable is
recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable can be measured
reliably.

Stock option contracts and obligations to increase share capital

The Group has made no stock option agreements with directors, employees and other parties relating to operations.
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3. Business segments

Exista's operation is based on two foundations: the Operating Businesses and the Investment Businesses. The businesses are monitored
and supported by three divisions at group level: Group Finance, Group Risk Management and Group Communications.

Operational Businesses
Exista Insurance comprises three subsidiaries that are fully or majority owned by Exista. The non-life insurance companies
Vitryggingarfélag fslands and TGI Group, and the life insurance company is Liftryggingarfélag Tslands.

The asset finance business of Exista is operated through its subsidiary Lysing hf., which offers various financing products to commercial
and private clients.

Exista Trading manages proprietary trading for the parent company and handles asset management for the parent company and its
subsidiaries.

Investment Businesses

The Investment Businesses are among Iceland’s largest investment operations. The investment activity is divided into three businesses,
Exista Strategic Holdings, Exista other businesses and Exista UK, where each business has a different horizon and investment policy.

The following is an analysis of the Group's revenue and tesults for the period, analyzed by business segments.

Total Total

* Operating Investments 2006 2005
INVEStMEnt FEVENUES ...c.cuveiieciiciriciicreccc e 14.778 34.780 49.558 50.598
Insurance premium .......cccccocvvvunnee 6.452 0 6.452 0
Interest ....... 4.128 283 4.411 102
Other revenues 564 98 662 0
Revenues.................. 25.922 35.161 61.083 50.700
Insurance claims .......cocvieivieiiicnieneeeeeeeeeenes (5.1306) 0 (5.1306) 0
OPperating EXpEenSEs ... (3.529) (948) (4.476) (245)
Expenses.... (8.665) (948) (9.613) (245)
Profit before financial expenses 17.257 34.214 51.470 50.455
Financial eXPenses .......cccovurvnimrinirecinrieinsseissss s (2.732) (10.458) (13.190) (4.529)
Profit before 1ax ... 14.525 23.755 38.280 45.926
Income tax (616) (256) (872) 4.389
Profit for the year 13.909 23.499 37.409 50.315

* Insurance and Leasing operation came into the accounts in June 2006.

Segment assets Total Total

Operating Investments 2006 2005
Financial assets measured at fair value .......ccoecevevcerecenence 26.045 188.974 215.019 148.667
Financial assets held for trading ..........ccccocovvirninninnne 78.947 244 79.191 7.579
Loans and accounts receivable ...........c.ccvvvieiiinininns 65.366 1.225 66.591 0
GOOAWIll ... 439 43.537 43.976 0
Reinsurance assets ... 1.498 0 1.498 0
Property and equipment . 843 311 1.154 101
Cash and equivalents .. 4.405 2.794 7.198 4.965
Other @SSELS ... 1.111 83 1.194 470
At 31 December 2000...... 178.654 237.167 415.821 161.782
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4. Quarterly consolidated income statements

2006 2005

4th quarter 3rd quarter 2nd quarter 1st quarter 4th quarter
At fair value 2.185 28.206 (8.854) 9.811 22.323
Held for trading........cccccoeuevcucnncee 9.228 264 93 1.724 467
Dividends.....oocovvieerinernriiniinniens 5.185 47 22 1.648 1
INterest. i 2.024 1.529 841 16 7
Insurance premium.......ccoevviennne 2.278 3.198 976 0 0
Other revenues........cevevevuecireuinnns 220 342 101 0 0
21.120 33.586 (6.822) 13.199 22.797

Insurance claims (1.942) (2.560) (633)
Operating expenses.......o.wunnn. (1.564) (2.114) (674) (124) (89)
(3.506) (4.675) (1.308) (124) (89)
Profit before financial expenses............ 17.614 28.912 (8.130) 13.075 22.709
Interest eXpense. .. ririennnnn. (3.356) (2.438) (1.968) (1.362) (1.281)
Foreign exchange difference (715) 1.846 (2.132) (3.065) (1.161)
Profit (loss) before tax 13.542 28.320 (12.230) 8.648 20.267
Income tax (429) (755) 582 (270) 8.692
Profit (loss) for the period 13.113 27.566 (11.649) 8.379 28.959

5. Financial assets designated at fair value through profit and loss

2006 2005
SRALES = HSTEA vvureieeiereieieieeieietettcieie ettt ettt b e s st b b s st et b b s s s st ebte b e b b sssssassesesssassnsesesanas 25.333 48.122
ShAtes - UNIISEEA .viviviveiieieiieieieicce ettt ettt a bbbttt s s ss st e b sssasassassssesenanes 6.015 829
31.348 48.952

6. Net gain on financial assets held for trading

2006 2005
SHAES = HSEEA ..evuvevvereveeeeeieieieeetet ettt ettt ettt s bbb ssananes 9.472 528
ShAtes - UNIISEEA uuiviviieiieiecicieiei ettt ettt bttt be e s a bbb s bbb s bbb asasasse b s sassstesesanas 1.157 124
FUNAS - HStEd...ocviveveeeeiiiiieeerereetcteeeeee ettt 73 108
Funds - UnlSted.....coviereuereiiieeeieieiecese et snes 233 4
BONAS = LSO vttt ettt benn 332 196
Bonds - unlisted 39 0
Othef e 2 0
11.309 960
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7. Dividend revenue

2006 2005
Financial assets measured at fair VAIUC........c.uvurvecvrirciciicieiscec s an s 6.595 666
Financial assets held fOr tradifi@........ceueiminiiiiniiniiiiis e 307 21
6.902 687
8. Interest revenue
2006 2005
Interest revenue from bonds. ... 1.704 45
Other INLErESt TEVENUES....uvviviviririeieie s 2.706 57
4.411 102
9. Insurance premiums, net of reinsurance
2006
PrEmMITMS WHTTEEM cvuuivuiiiiiiieise ittt Rd bbb 8.573
REINSULE'S SNALC...cucvururicieicicicicieieiretcieistiseeeeiesie et sine e (1.197)
Change in the gross provision for unearned premiums (879)
Change in other technical provision of life assurance policyholders who bear the investment tisk........coovivivirinieininnnns (221)
Change in the provision for unearned premiums, reinsute's' share 7
Unrealized gain on investments of life-assurance policyholders who bear the investment risk 169
6.452
10. Insurance claims, net of reinsurance
2006
ClAMS PA.ierieieiiiiicici bR 5.203
Claims paid, reinsure's Shar. ... (549)
Change in the provision for claims......... 571
Change in the provision for claims, reinsures' share........cccuuvcuuece. (88)
5.136
11. Other revenues
2006
Secutity services (OMI) e 496
Other operating income 166
662
12. Operating expenses
2006 2005
Salaries and related expenses........cvccinciienes 2.333 71
AdMINISTIALION EXPEIISES..vuvriveivriesimriaieisisersemsessesserese s ses st ssssssssssssssss s ss s s s s sessssssssessesssssessessnees 1.575 98
Depreciation and amortization 495 5
Other operating eXpenses........uieinieieinns 73 71
4.476 245
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13. Salaries and related expenses

2006 2005

SALALIES ..ottt s 1.979 53
REJAted EXPENSES...ouiviiiriiiiiiiiiii e 355 17

2.333 71
Average number of full time equivalent employees 286 6
Executive employment terms Salaries * Shares
Etlendur Hjaltason, CEO ...... 36 17.793.500
Sigurdur Valtysson, CEO ......cccocvvivininininicnnn. 21 24.716.713
Lydur Gudmundsson, Chairman ..., 96 **5.135.943.926
Agtist Gudmundsson, Board MEMDEL ......vvvvvvvvvevverrerrreeeeereseseeseesesssss s 1 *45.135.943.722
Bogi Palsson, Board MEmDEr ... 0,4 7.656.147
Sigutjon R. Rafnsson, Board MembDEr ......c.iiiiiciiiiicccceeesesssis e 0,4 0
Gudmundur Hauksson, Board MEMDEL .......cceeviieieiiiiieciceeiecete ettt sssees 1 *rk 686.725.946

155

*Included are holdings of their spouses, dependent children, and companies owned and or controlled by them.

*fBakkabraedur Holding B.V., the largest sharcholder in Exista, is owned by Ljdur Gudmundsson and Agust Gudmundsson.
Bakkabraedur Hodling B.V. in total hold control of 5.135.943.722 shares in Exista.

**Gudmundur Hauksson is the CEO of Spatisjédur Reykjvikur og nagrennis (Reykjavik Savings Bank), which is the second largest
shareholder of Exista. Sparisjodur Reykjavikur og nagrennis in total holds control of 686.725.169 shares in Exista.

14. Income tax

Reconciliation of effective tax rate:

2006
Profit before tax ... 38.280
Tax calculated at domestic tax rate 18,0% 6.890
Effect of different tax rates of othet jutiSdICHON ... (12,6%) (4.833)
Tax effect of expenses that are not deductible ... 0,1% 56
TAX EXEMPL FEVENUES vuvurvrivsiesiesisisisisiseissssssss st sa b ss s s s s ss s s bbb b e bbbt sen (3,2%) (1.242)
2,3% 872

15. Auditors fee

2006 2005
Audit and audit related SEIVICES ..o 27 1
Other ProfessioNal SEIVICES .....viimriiieiiriciieieisess s sss s sa s sns s snes 25 5
52 6

16. Dividend paid

In the year 20006, a dividend of ISK 0,58 per share (total dividend ISK 5.000 million ) was paid to sharcholders. In the year 2005, the
dividend paid was ISK 0,17 per share (total dividend ISK 1.000 million).
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17. Earnings per share

2006 2005
Profit for the year (attributable to shareholders of Exista hf.) ......c.cccovvvennaes . 37.505 50.315
Weighted average number of ordinaty shares for basic earnings per share calculation .........cccoeeuueee 9.943 6.054
Earnings per share ..., 3,77 8,31
18. Financial assets measured at fair value
31.12.2006 31.12.2005
ShAres - HISTEd .vuuvveiirrieiieci et 195.393 129.270
SHATES = ONET covoveiieiiit s 19.625 19.397
215.019 148.667
Shares in listed companies specifies as follows:
Share % Nominal value Closing price 31.12.2006 31.12.2005
Kaupthing hf.......cccooovvnvninnninns 23,02% 170.439.413 841,00 143.340 104.600
Bakkavor hf.. 38,29% 826.209.416 62,50 51.638 23.950
Flaga Group hf. 22,01% 158.625.601 2,62 416 720
Listed ShAres tOTAl cuuurvuurivicieeeisecieeeise sttt 195.393 129.270
Shares in unlisted companies specifies as follows:
Siminn hf. 43,60% 13.501.019.634 - 13.510 13.500
Other - - - 6.115 5.897
Unlisted Shares tOtAl .......uurvueceieecieeeis sttt 19.625 19.397
19. Financial assets held for trading
31.12.2006 31.12.2005
Shares - listed 64.203 6.066
Shares - other 2.831 0
Funds - listed 3.008 0
Funds - unlisted 1.459 347
Bonds - HSted ..o 6.314 0
Bonds - UAISTE. ..ot 963 1.086
ONEI ittt R 413 80
79.191 7.579
20. Loans and account receivable
31.12.2006
LLEASING CONTIACES wvuivuiriiviiiiiiiiiii ittt bbb R s RR bR R bbb bR bbb bbbt 53.200
Bonds and bills ..., 8.871
INSULANCE TECEIVADIES ..ouvviiiiiiiiiicici bR 3.317
OhEr oot 1.203
66.591
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21. Goodwill

31.12.2006
At 1 JaNUALY 2000 cecoeieiniiiiiii e 0
Goodwill acquired in acquisitions of VIS eignarhaldsfélag hf. (N0te 29) cooooveesesesesssssssssssssssssssssssssssssssssssiins 44.290
Impairment dULiNg the YEAL ... bbb br bbb bbb (314)

At 31 DECEMDBEL 20000 ...vviveieieieeieieiieesieteseissee et se s ssssssese s s sssessesessssssessasassssssssssesassesessssssssesessssssssesesessssssssetesssssssssesessssans 43.976

As permitted by IFRS 3 Business combinations the assessment of the fair value of the net assets is provisional up to one year from the date
of acquisition.

22. Reinsurance assets

Reinsurance share in the technical provisions: 31.12.2006
Premiums reserve ........ 578
Claims reserve 920
Reinsurance assets, total ...... 1.498
23. Property and equipment
Property Equipment Total
Cost or valuation
At 1 January 2000.................. 90 16 106
AQQIHONS. oottt s 7 214 222
Acquisitions through business combinations 1.178 787 1.964
DISPOSALS....vvererciiririiiec it (111) (88) (199)
At 31 December 2000.......cvuriuivieririieiiisississeies s 1.164 929 2.094
Accumulated depreciation
At 1 January 2000.................. 2 3 5
Charge for the year.....covrnncninininieis 42 139 181
Acquisitions through business combinations 476 345 821
Eliminated on disposal (11) (57) (68)
At 31 December 2000.......ciiincinriiniincisisssssisissssss s 508 431 939
Carrying Amount
At 1 January 2006.........ccoovnvvene. 89 13 101
At 31 Dec