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Listaverkin { skyrslunni
The Art in the Report

Listaverkin eru fengin tr einkasafni Sverris
Kristinssonar, vidskiptavinar bankans. Bankinn er
stoltur af pvi trausti sem Sverrir synir med pvi ad fa
bankanum umraeddar myndir til vardveislu. Myndirnar
pryda veggi bankans en skemmtilegt er ad geta pess ad
fundarherbergin eru nefnd eftir listamonnum sumra
pessara verka. Pannig hafa fundarherbergi bankans
fengid noéfnin Jéhann Briem, Gunnlaugur Scheving og
Asgn’mur Jonsson en myndir pessara listamanna pryda
vidkomandi herbergi. Myndir & bladsidu 9 og 34 eru tur
60ru safni en Sverris.

The Art in the report is part of the private collection of
our customer, Mr. Sverrir Kristinsson. The Bank takes
pride in the trust shown by Mr. Sverrir Kristinsson by
allowing us to cherish this beutiful art. The Art
decorates the interior of the Bank and the Bank’s
meetings rooms are named after the artists Johann
Briem, Gunnlaugur Scheving and Asgrimur Jénsson as
their art is preserved in these meeting rooms. The Art
on page 9 and 34 belongs to another collection.
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Avarp formanns

Margeir Pétursson

Stjornarformadur
Chairman of the Board of Directors
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Fyrirteeki parf ad eiga sér tilgang og
heilsteypt langtimamarkmid til ad standast
timans tonn. MP Fjarfestingarbanki hefur
nt starfad um sjo ara skeid, sem er langur
timi 4 sveiflukenndum fjarmalamarkadi. A
pessum tima hefur bankinn vaxid étrilega
hratt pannig ad aevintyri er likast.
Hagnadur og eigid fé er ordid meira en
hefdi pétt gott hja stérum islenskum
vidskiptabanka fyrir nokkrum arum,
pjonusta vid vidskiptavini hefur marg-
faldast & milli 4ra og pvi fjolgar starfsfolki
ort. A sidasta ari var MP Fjarfestingar-
banki fimmti heesti islenski skattgreid-
andinn 1 Reykjavik, sem verdur ad teljast
med Slikindum eftir adeins sex ara starf-
semi. N vex bankinn hratt erlendis, en
ekki p6 bara til ad vaxa, heldur til ad skila
auknum ardi og dheettudreifingu med
somu adferdum og gengid hafa vel 4
Islandi. Prétt fyrir pennan mikla véxt er
pad p6 okkar trt ad bankinn sé enn talinn
til thaldssamari og varfeernari adila innan
fjarmalageirans.

Pad er okkar sannfaering ad pessi drangur
sé ekki bara heppni einni ad pakka, p6 ad
vid hofum fengid gédan byr 1 seglin lengst
af. Bankinn var stofnadur i peim tilgangi
ad veita vidskiptavinum framdrskarandi
pjonustu til lengri tima, sama hvad a gengi
a hverfulum mérkudum. Langflestir starfs-
menn hafa fengid pjalfun sina ad mestu {
bankanum eftir ad peir héfu storf og pratt
fyrir steekkunina teljum vid ad okkur hafi
tekist ad vidhalda sterkri lidsheild og lids-
anda og nad aod feera hann 1t yfir
landsteinana.

Varnadarord hér a pessum stad i fyrra
vardandi islenska fjarmalamarkadinn eiga
ekki sidur vid nu { ar. Ganga parf heegt um
gledinnar dyr 4 smaum ungum markadi
par sem fair stérir adilar geta radid ferdinni
ef peir svo kjésa. Petta kann ad valda
minni avoxtun eigin fjar til skemmri tima,
en ad elta vinseeldabylgjur og skammtima-
sveiflur fjarfestingarkosta getur ekki sam-
rymst peim grunni sem bankinn stendur 4.

MP Fjarfestingarbanki er sifellt & tima-
motum. Pad er hlutverk sliks banka ad
vera { forystu umbreytinga og hagkveemni.
Bankinn undirbyr na stofnun utibda 1
Stora-Bretlandi og 1 baltnesku 1ondunum,
par sem hann hefur haft fullt starfsleyfi til
skamms tima. Jafnframt hefur bankinn
haft forgdngu um ad islenskir fjarfestar
hafa fest kaup 4 vidskiptabanka { Ukrainu
og mun bera hitann og pungann af vexti
hans, dsamt islenskum sparisjodum. Parna
er ekki radist & gardinn par sem hann er
leegstur, en pad getur verid veenlegra ad
uppskera utan alfaraleidar.

MP Fjarfestingarbanka eru nu falin sifellt
vidteekari umbog, til avoxtunar fjarmuna
og til kaupa og solu fyrirtaekja 1 pagu
vidskiptavina. Pessi umbod eru uppskera
pess ad vidskiptavinir vita ad unnid er
heilshugar i peirra pagu an nokkurs
trinadarbrests.

A0 lokum vil ég pakka vidskiptavinum,
starfsmonnum og hluth6fum mikid traust
peirra & bankanum & timum uppgangs og
gylliboda i islensku efnahagslifi, en jafn-
framt mikils undirliggjandi 6stodugleika.



A company must have a strong mission
and long-term goals to stand the test of
time. MP Investment Bank has now been
in operation for seven years - a long time
to survive fluctuating financial markets.
During this period, the Bank has grown at
an amazingly rapid pace, its history coming
close to resembling an adventure story.
Profits and equity have exceeded the stan-
dards that would have been considered
good performance by an Icelandic com-
mercial bank only a few years ago. Income
from services has multiplied yearly, and
our number of employees is growing rap-
idly as a result.

Last year, MP Investment Bank was the
fifth-highest Icelandic taxpayer in Reykja-
vik, a fact that is hard to believe after MP's
only six years in operation. The Bank is
growing rapidly abroad as well, not just for
the sake of growth, but also to increase
profits and the spread of risk by the same
means that have proven so successful in
Iceland. Despite this outstanding growth,
the Bank is reportedly still considered to be
amongst the more conservative and cau-
tious participants in the financial sector.

Address of the Chairman of the Board of Directors

It is our firm belief that our success is not
only based on luck, although good luck has
generally been on our side. The Bank was
established to provide clients with out-
standing services in the long run, regard-
less of what might happen to unstable
markets in the short term. The majority of
our employees received most of their train-
ing from the Bank after they began work-
ing; despite the Bank's growth, we believe
that we have managed to maintain a strong
team and a good team spirit that we have
successfully exported outside our borders.

Words of warning in our Annual Report of
2004 regarding the Icelandic financial mar-
ket are no less relevant now. We must cel-
ebrate with modesty because this is a
small, immature market in which a few
large participants can control develop-
ments if they so choose. This factor may
result in lower return on equity in the
short term, but the alternative is to chase
popular trends and short-term fluctuations
with regard to investment opportunities
and that does not conform to the founda-
tion upon which the Bank is built.

MP Investment Bank is in a continuously
changing financial environment. It is the
role of such a bank to be a leader, effect-
ing change and boosting efficiency. The
Bank is now preparing to establish
branches in the UK, and in the Baltic
countries, where it has recently obtained
full operating licences. At the same time,
the Bank has led a number of Icelandic
investors in their successful efforts to pur-
chase a bank in the Ukraine, and will bear
the brunt of the work in fostering the
Ukrainian bank's growth in collaboration
with Icelandic savings banks. This is no
small endeavour, but sometimes the best
road to success is not the shortest.

MP Investment Bank is now receiving
increasing extensive mandates for the
management of assets and the purchase
and sale of corporate entities on behalf of
the Bank's clients. These mandates are
proof that clients know that work is being
performed on their behalf without any
breach of confidentiality.

To conclude, I want to thank the clients,
the employees and the shareholders for
their great trust in the Bank during times
of great boom and golden opportunities in
the history of the Icelandic economy but,
at the same time, during a period of great
underlying instability.
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Avarp framkvemdastjora

Sigurdur Valtysson
Framkvaemdastjori
Managing Director

MP Fjarfestingarbanki
Skipurit
Organizational Chart
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MP Fjarfestingarbanki hélt afram ad vaxa
og dafna sem fjarfestingarbanki 4 arinu
2005. Bankinn jok pjénustutekjur sinar um
ramlega 56% fra arinu 2004. Pessi arangur
1 pjonustutekjum er sa langbesti { sogu
bankans og skytur styrkum stodum undir
reksturinn. Pad er mikid glediefni ad svo
mikill hluti hagnadar komi fra pjénustu-
tekjum. Oll tekjusvid bankans skiludu
hagnadi og heerri tekjum en arid 4dur en
gengishagnadur var med minna moti.
Bankinn var, fyrir eigin reikning, ad litlu
leyti patttakandi 4 innlendum hlutabréfa-
markadi en virkur & skuldabréfamarkadi.
Haekkandi avoxtunarkrafa a skuldabréfa-
markadi hafdi pvi toluverd ahrif &
hagnadartolur bankans fyrir arid 1 heild.
Engu ad sidur var 4rid 2005 farseelt og
arangur godur.

Or véxtur bankans hélt 4fram 4 arinu og
voru heildareignir { arslok 25.101 milljénir
kréna og jukust um 103% a drinu. Eigio fé

bankans var 3.347 milljénir kréna og hefur
bankinn aldrei verid eins vel i stakk btinn
til ad takast & vid steerri og meira dgrandi
verkefni. Aukin sékn bankans a erlenda
grund hefur sannad gildi sitt og enn
frekari ahersla mun verda 16gd 1 ttras a
arinu 2006. Avoxtun eiginfjar eftir skatt-
greidslu var 34% og CAD hlutfall var 29%.

Likt og hin fyrri ar er verkefnastada
bankans traust og arid 2006 lofar gédu.

MP Fjarfestingarbanki efldi starfsmanna-
hép sinn enn frekar a arinu og fékk til lids
vid sig oflugt starfsfélk. A starfsarinu var
sett 4 stofn sérstakt dtlanasvid og aheettu-
greining og innra eftirlit styrkt. Afram
verdur beett vid starfsménnum sem styrkja
lidsheildina samhlida pvi sem bankinn vex
og verkefnin verda vidfangsmeiri.

Eg vil feera starfsfélki bankans sérstakar
pakkir fyrir framlag sitt 4 sidasta ari.

Stjérn
Board of Directors

Innra eftirlit

Framkvaemdastjori
Managing Director

Internal Auditor

Eignastyring
Asset Management

Markadsvidskipti

Capital Markets

Fyrirtzekjasvid
Corporate Finance

préunarsvid

Business Development

Utlanasvid
Debt Financing

Bakvinnsla
Accounting




In 2005, the Bank continued to grow and
flourish as an investment bank, increasing
its income from services by over 56% from
the year 2004. The Bank's performance in
income from services was by far the best
in the Bank's history, rounding out its
sound operations.

There is great advantage in such a large
portion of profits stemming from income
from services. All income-generating divi-
sions of the Bank showed profits and
higher gross income than the year before,
although gain from stocks was somewhat
lower than that of the previous year. The
Bank participated to a small degree in pro-
prietary trading in stocks for the Bank's
own account, but was quite active in pro-
prietary trading in the bond market.

Address of the Managing Director

Increasing yields in the bond market
therefore had a negative effect on the
Bank's profits for the year as a whole.
Nevertheless, 2005 was a successful year.

The Bank's rapid growth continued
throughout the year; by year-end, total
assets amounted to ISK 2.55 billion, hav-
ing increased by 103% during the year.

The Bank's equity totalled ISK 3.35 billion.

As a result, the Bank has never been so
well positioned to undertake large, chal-
lenging projects. MP's aggressive policy in
foreign markets has proven successful as
well, and the Bank will place an increased
emphasis on incursions into foreign mar-
kets in 2006. Return on equity after taxes
was 34% and the CAD ratio was 28.5%.

As in previous years, the Bank's status
regarding projects already under contract is
sound, and 2006 indeed looks promising.

MP further reinforced its team of employees,
gaining a number of strong players during
the year. A special credit division was estab-
lished in 2005, and the Bank's risk manage-
ment and internal auditing was improved.
The Bank will continue to add new employ-
ees who are expected to strengthen its team
as the Bank grows and its projects widen in
scope. I would like to extend my special
thanks to all employees for their obviously
solid contributions last year.

Sigurdur Valtysson, Jén Porsteinn Jénsson, Sigurdur Gisli Palmason, Margeir Pétursson, Sigfiis Ingimundarson og Agtst Sindri Karlsson

Stjorn MP Fjarfestingarbanka og framkvaemdastjori
Board of Directors and Managing Director
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Eignastyring

Framurskarandi avoxtun a innlendum
hlutabréfamarkadi

Arid 2005 var enn eitt 4rid sem var afar
hagsteett 4 innlendum hlutabréfamarkadi
og haekkadi Urvalsvisitala Kauphallarinnar
um 64,7%. Ef horft er til sidastlidinna
fimm ara eda fra arsbyrjun 2000, nadi
Urvalsvisitalan sinu leegsta gildi pann 24.
agust 2001, pegar hin var { 988,6 stigum.
N 1 arslok 2005, rimum fjérum drum
sidar var lokagildi Urvalsvisitolunnar
5.534,39 stig sem samsvarar rétt teeplega
460% heekkun frd lagmarksgildi.

Mismunandi fjarfestingarleidir

[ grunninn er vidskiptavinum Eigna-
styringar bodid upp 4 prjar styrileidir sem
eru med mismunandi fjarfestingastefnu.
Hver peirra hefur 6likt dheettustig og pvi
mismunandi veenta dvoxtun. Logo er rik
ahersla & aheettudreifingu { 6llum
styrileidunum.

Hagsteed skilyrdi 4 innlendum markadi
sem og ageetis avoxtun annarra verdbréfa
endurspegladist { g6dri avoxtun vidskipta-
vina Eignastyringar & arinu 2005.

Arid einkenndist af vexti, hvort sem litid er
til fjolda vidskiptavina 1 Eignastyringu eda
aukningar & fiarmunum 1 styringu.

15 & hverjum tima og samanstendur pvi
avallt af steerstu og veltumestu innlendu
hlutafélogunum. Avéxtunarleidin veitir pvi
fagfjarfestum hagkvaema nalgun til fjar-
festingar { innlendum hlutabréfum sem
jafnframt endurspeglar verdpréun
markadarins.

MP Fjarfestingarbanki veitir fjolbreytta figrmdlapjonustu d svidi eignastyringar.

Hdpur vidskiptavina okkar er breidur og midar pjonusta Eignastyringar ad pvi ad
bjoda upp d heildarlausnir fyrir fidrfesta med dlikar dherslur.

Pjonusta vi0 fagfjarfesta

Eignastyring bydur upp a sérsnidnar
lausnir fyrir fagfjarfesta. Sem deemi ma
nefna Urvalsvisitolustyringu sem er 6dyr
og audveld leid fyrir fagfjérfesta til ad
fjarfesta a innlendum hlutabréfamarkadi.
Styringin endurspeglar samsetningu ICEX
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Arid 2006 hefur farid vel af stad og er ttlit
fyrir gott rekstrarar. Eignastyring mun
halda dfram ad leggja rika dherslu a voxt
og avoxtun safna 1 styringu.

Grima (O16f Grimea Porlaksdéttir)

Pingvallastemning, um 1980
Oliumalverk, 56 x 91 sm



Asgrimur Jonsson
Pingvellir
Vatnslitamynd, 62 x 98 sm

Outstanding returns in the Iceland
Stock Exchange

The year 2005 was yet another year with a
highly favourable domestic stock market,
as the ICEX-15 Index of the Iceland Stock
Exchange increased by 64.7%. (The ICEX-
15 is a free float adjusted index consisting
of the 15 largest companies.) A review of
the last five years from the beginning of
2000 shows that the ICEX- 15 Index
reached its lowest value on 24 August
2001, when it closed at 988.6. At the end
of 2005, more than four years later, the
ICEX -15 closing value was 5,534.39,
which corresponds to an increase of
almost 460% from its lowest value.

Various investment plans

The Asset Management Division offers
basically three asset management plans,
each with a different investment strategy.

Asset Management

Each investment strategy has different risk
level and consquently different expected
return. We place great importance on
diversification in all three asset manage-
ment plans. The favourable conditions of
the Icelandic market as well as the excel-
lent performance of other securities were
reflected in a good return on investment
for clients of the Asset Management
Division in 2005.

During a year characterized by growth, the
Asset Management Division saw an
increase both in its number of clients and
in the amount of financial assets under the
Division's management.

Service to institutional investors
The Asset Management Division offers tai-
lor-made services for institutional
investors. The ICEX-15 Asset Management

Plan, for example, is a low-cost, simple
way for institutional investors to invest in
the Iceland Stock Exchange. This asset
management plan reflects the structure of
the ICEX-15 at any given point in time;
thus at all times it consists of the largest
Icelandic companies with the highest
turnover on the Iceland Stock Exchange.
The Asset Management Plan therefore
offers institutional investors a cost-effec-
tive approach to investing in domestic
stocks, which will at the same time reflect
price developments in the market.

The year 2006 has started off well with
prospects for a good operating year. The
Asset Management Division will continue to
emphasize growth and performance for
portfolios under the Division's management.

MP Investment Bank | Annual Report 2005 9



Markadsvidskipti

Arid 2005 var vidburdarrikt hjd Markads-
vidskiptum. Aframhaldandi aukning var &
veltu asamt pvi sem tekjur svidsins hafa
aldrei verid meiri. Bankinn styrkti st6du
sina enn frekar & markadi og er nt { hopi 5
veltuheestu kauphallaradila a islenska
markadinum med hlutabréf og skuldabréf.

Verkefni Markadsvidskipta felast { midlun
hlutabréfa og skuldabréfa 4 innlendum
jafnt sem erlendum mérkudum. Helstu
vidskiptavinir Markadsvidskipta eru
fagfjarfestar, eignasterkir einstaklingar,
bankar, steerri fyrirteeki og verdbréfasjodir.

Fyrsta flokks pjénusta, sérsnidin ad

porfum vidskiptavina okkar, eru megin-
markmid Markadsvidskipta. Gott ordspor
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asamt auknum umsvifum hefur feert
Markadsvidskiptum aukinn fjélda
vidskiptavina og pannig rennt stodum
undir frekari voxt fyrir komandi misseri.

Umsvif bankans i markadsvidskiptum a
erlendri grund 6x einnig mikid 4 arinu.
Mikil vidskipti voru med hlutabréf 1
Bandarikjunum og Evrépu a arinu 2005.
Sérstaklega ber p6 ad geta peirra auknu
fjdrfestingarkosta sem bankinn bydur upp
a1 Austur-Evropu 1 gegnum starfsemi sina
par. Gert er rad fyrir ad umsvif svidsins
munu aukast enn frekar a pessum
morkudum a naestu misserum.

[ jan{ fékk MP Fjarfestingarbanki heimild
til ad kalla sig ,Adalmidlara med rikis-

Gunnlaugur Scheving
Huvild 4 engjum (Kaffihlé), 1954
Oliumalverk, 60 x 75,5 sm

vixla”. A drinu undirritadi bankinn einnig
framlenginu a samningum pess efnis ad
sinna skyldum ,Adalmidlara” med rikis-
skuldabréf og ibtidarbréf. Einungis prir
adilar & markadinum geta kallad sig

,Adalmidlara” i 6llum pessum flokkum.

Fyrsta flokks pjonusta, sérsnidin ad
pérfum vidskiptavina okkar, eru
meginmarkmid Markadsvidskipta.

Arid 2006 fer einstaklega vel af stad hja
svidinu og margt sem bendir til pess ad
afkoma svidsins verdi enn betri en a arinu
2005. Markmid okkar er ad halda afram ad
auka hrédur bankans med fyrsta flokks
pjonustu.



Sigurdur Sigurdsson
Borgarsandur, 1993
Oliumalverk, 65 x 80 sm

The year 2005 was quite an eventful one
within the MP Capital Markets division.
Turnover continued to increase, and the
income of this division has never been
higher. The Bank further strengthened its
position in the market and is now
amongst the top five Iceland Stock
Exchange members in terms of securities
turnover.

MP Capital Markets brokers stocks and
bonds in domestic as well as foreign mar-
kets. MP Capital Markets' principal clients
include institutional investors, high-net-
worth individuals, banks, large corpora-
tions and mutual funds.

Capital Markets

MP Capital Markets provides world-class
services that are tailored to individual
client needs. A good reputation as well as
heightened activities have provided MP
Capital Markets with an increased number
of clients, thus ensuring further growth
during the coming quarters.

The Bank's activities in foreign capital
markets, including a large trade volume in
US and European stocks, also increased in
2005. Of particular note are increased
investment opportunities offered through
the Bank's operations in Eastern Europe.
We estimate that MP Capital Markets
operations will continue to expand in
these markets.

Last June, MP Investment Bank became a
“Primary Dealer in Treasury Notes”. In
2005, the Bank also signed a continuation
agreement, undertaking the duties of a
“Primary Dealer in Government Securities
and Housing Bonds”.

It may be added that only three Icelandic
market participants may use the name
“Primary Dealer” for this series of securities.

The year 2006 began particularly well for
MP Capital Markets, and a number of fac-
tors indicate that MP Capital Markets'
performance will surpass that of 2005. Our
objective is to continue to bolster the
Bank's reputation by providing world-class
services.

MP Investment Bank | Annual Report 2005 11



Fyrirtaekjasvid

Styrkir st60u sina sem umsjonaradili
med skuldabréfattgafum

A fyrri hluta drsins 2005 hélt Fyrirteekjasvid
uppteknum heetti sidustu tveggja dra sem
umsjénaradili med skuldabréfatitgafu fyrir
fyrirteeki, stofnanir og fjarmalafyrirteeki.
Fyrirtaekjasvid hefur medal annars skapad
sér sérstodu sem umsjonaradili 6skradra
skuldabréfa sem hefur reynst bankanum
og vidskiptavinum hans heillarikt.

Fyrirtaekjasvid hefur verid ad auka
umsvif sin { Austur-Evrdpu en par er ad

finna marga spennandi fidrfestingarkosti.

Fyrirtaekjasvid var umsjénaradili med
skuldabréfatitgafu alls ad fjarheed 13,5
milljéréum kréna 4 arinu 2005 og par af
voru 8 milljardar kréna solutryggdir af
bankanum. Helst ber ad nefna vel heppn-
ud skuldabréfatitbod fyrir Exista ehf. ad
fjarheed 5 milljarda krona og Eyrir Invest
ehf. ad fjarhaed 1,5 milljarda krona.
Hvorugur pessara skuldabréfaflokka er
skradur { Kaupholl fslands. Einnig st63
Fyrirtaekjasvid ad steekkun pegar ttgefinna
skuldabréfaflokka Lanasjods sveitarfélag-
anna og Orkuveitu Reykjavikur. Pa var
Fyrirtaekjasvid umsjénaradili med ttgafu
vikjandi skuldabréfa fyrir Sparisj6d Képa-
vogs sem eru skrad { Kaupholl fslands.

]_2 MP Fjarfestingarbanki | Arssk}’/rsla 2005

Umsjoénaradili med yfirtdkum og
hlutafjaraukningum

Skradum hlutafélogum  Kauphsll fslands
hélt afram ad feekka a drinu 2005.
Fyrirteekjasvid var umsjonaradili med
tveimur yfirtokum og afskraningum ar
Kauphdll fslands 4 arinu. Annars vegar sa
bankinn um yfirtoku Ator ehf. (hét adur
Isla ehf.), sem er 100% 1 eigu Atorku
Group hf., & Austurbakka hf. Hins vegar
var Fyrirteekjasvid umsjonaradili med yfir-
toku Atorku Group hf. & Jardborunum hf.
[ kjolfarid voru Austurbakki hf. og Jardbor-
anir hf. afskrad dr Kauphdll fslands og eru
félogin nu ad fullu 1 eigu Atorku Group hf.

Hluthafar Austurbakka hf. og Jardborana
hf. fengu greitt fyrir hluti sina med hlutum
i Atorku Group hf. og pvi gaf Atorka
Group hf. Gt aukid hlutafé i upphafi arsins
2006. Hlutafjaraukningin kalladi a atgafu
skraningarlysingar { Kaupholl fslands sem
Fyrirteekjasvid var umsjonaradili yfir og var
hdn birt { mars 2006.

Radgjafi eigenda i soluferli innlendra
fyrirtekja

Miklar hreeringar a fyrirteekjamarkadi hvad
vardar kaup og solu fyrirteekja einkenndu
medal annars arid 2005. Fyrirteekjasvid var
radgjafi Olfuverzlunar fslands hf., Olfu-
félagsins ehf. og Skeljungs hf. i sélu peirra
a eignarhlut sinum i Gasfélaginu ehf.
Kaupandi var fsmyndir ehf., sem eru { eigu
Jéns Porsteins Jonssonar, stjérnar-
formanns Saxhols ehf. og Arnar Arnar-
sonar fyrrverandi framkvaemdastjora
Gasfélagsins ehf.



A stronger position by managing
and/or underwriting bond issues
During the first half of 2005, the Corporate
Finance Division continued its service as
an underwriter of bond issues for corpo-
rate entities, organizations and financial
institutions. The Corporate Finance
Division has amongst other things earned
a special position as an underwriter of
unlisted securities - a position that has
proven to be rewarding for both the Bank
and its clients.

In 2005, the Corporate Finance Division
managed bond issues totalling ISK 13.5
billion; of this amount, ISK 8 billion was

underwritten by the Bank. One notable
example: an issuance of bonds for Exista
ehf. totalling ISK 5 billion, and for Eyrir
Invest ehf. totalling ISK 1.5 billion. Neither
of these series of bonds is listed on the
Iceland Stock Exchange. The Corporate
Finance Division also managed an
increase in a series of bonds for Lanasjod-
ur sveitarfélaganna (Municipality Credit
Iceland) and for Orkuveita Reykjavikur
(Reykjavik Energy). The MP Corporate
Finance Division also managed the
issuance of subordinated bonds for
Sparisjodur Képavogs (Kopavogur Savings
Bank), which are listed on the Iceland
Stock Exchange.

Corporate Finance

Asgrimur Jonsson
Sumarnoétt 1 Reykjavik, 1923
Oliumalverk, 82 x 105 sm
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Fyrirtekjasvid

Arid 2006 fer vel af stad &
fyrirteekjamarkadi fyrir bankann en
Fyrirteekjasvid er medal annars med
Olgerd Egils Skallagrimssonar ehf.,
Danfel Olafsson ehf. og 62% eignarhlut
i Plastprent hf. i s6lumedferd.

Aukin teekifeeri { Austur-Evrépu
Fyrirteekjasvid hefur verid ad auka
umsvif sin { Austur-Evrépu en par er ad
finna marga spennandi fjarfestingarkosti.
A seinni hluta 4rsins 2005 lagdi
Fyrirteekjasvid aukna vinnu 1 ad greina
og kanna pau fjolmorgu teekifeeri sem
eru fyrir innlenda fjarfesta einkum {
Lithden, Lettlandi og Ukrafnu.

[ byrjun 4rsins 2006 adstodadi
Fyrirteekjasvio Hlunn ehf., fyrirteeki
fedganna Pérarins Elmars Jensen og
Markusar og Gests Pérarinssona sem
aour raku 66° Nordur, vid kaup a skyrtu-
framleidandanum AB Vilkma 1 Lithden.
Seljendur voru Evrépski préunar-
bankinn, EBRD, og Préunarsjédur
Skandinaviu 1 baltnesku léndunum.

Hringur Jéhannesson

Heybaggar, 1986
Oliumalverk, 100 x 80 sm
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Underwriter in deals involving acquisi-
tions and share capital increase

In 2005, the number of listed limited com-
panies on the Iceland Stock Exchange
continued to decrease. The Corporate
Finance Division underwrote two separate
acquisition deals and delistings from the
Iceland Stock Exchange in 2005. The Bank
also underwrote the acquisition by Ator
ehf. (formerly Isla ehf.) - a company whol-
ly owned by Atorka Group hf. - of Austur-
bakki hf. The Corporate Finance Division,
meanwhile, underwrote the acquisition by
Atorka Group hf. of Jardboranir hf. Then,
Austurbakki hf. and Jardboranir hf. were
delisted from the Iceland Stock Exchange;
these companies are now wholly owned
by Atorka Group hf.

The shareholders of Austurbakki hf. and
Jardboranir hf. were paid in shares in
Atorka Group hf,; as a result, Atorka
Group hf. issued increased share capital at
the beginning of 2006. This increase
required the issuance of a registration
statement (managed by the Corporate
Finance Division) for the Iceland Stock
Exchange. The registration statement was
disclosed in March 2006.

Consultants to Owners in the sale of
Icelandic companies

The year 2005 was characterized by a high
rate of activity involving buying and sell-
ing in the Icelandic corporate entities mar-
ket. MP's Corporate Finance Division
acted as advisor to Olfuverzlun fslands hf.,
Oliufélagid ehf. and Skeljungur hf. for the
sale of their shares in Gasfélagid ehf. The

Corporate Finance

buyer was fsmyndir ehf., a company
owned by Jén Thorsteinn Jénsson,
Chairman of the Board of Saxhdl ehf., and
Arnar Arnarson, former Managing
Director of Gasfélagid ehf.

As 2006 begins, the Bank is well posi-
tioned in the corporate entities market,
and the Corporate Finance Division is in
the process of organizing the sale of
Olgerd Egils Skallagrimssonar ehf., Daniel
Olafsson ehf. and a 62% share in

Plastprent ehf.

Increasing opportunities in Eastern
Europe

The Corporate Finance Division has
increased the scope of its activities in
Eastern Europe, where there are numerous
interesting investment opportunities.
During the latter half of 2005, the
Corporate Finance Division increased its
efforts in analysing and researching the
numerous opportunities open to Icelandic
investors, particularly in Lithuania, Latvia
and the Ukraine.

In early 2006, the Corporate Finance
Division assisted Hlunn ehf., (a company
owned by Thérarinn Elmar Jensen and his
two sons Markds and Gestur Thorarins-
son, all of whom used to run the company
66° North) with the purchase of
Lithuanian shirt manufacturer AB Vilkma.
The sellers were the European Bank for
Reconstruction and Development (EBRD)
and Scandinavian Baltic Development
Limited.

MP Investment Bank | Annual Report 2005
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Johann Briem
Hestar 1 brekku, um 1980
Oliumalverk, 115 x 150 sm
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Skyrsla og dritun stjornar og framkvemdastjora

Arsreikningurinn er gerdur { samreemi vid 16g um arsreikninga og
reglur um reikningsskil lanastofnana. Hann hefur ad geyma sam-
steedureikning bankans og doétturfélags hans, auk arsreiknings
bankans. Arsreikningurinn er { meginatridum gerdur eftir somu
reikningsskilaadferdum og arid adur.

Rekstur MP Fjarfestingarbanka hf. gekk mjog vel a arinu 2005,
pratt fyrir ad hagnadur og avoxtun eigin fjr veeri mun minni en
arinu adur, pegar skilyrdi voru einstaklega hagsteed og mikill
innleystur hagnadur af hlutabréfum. A lidnu ari minnkadi bank-
inn mjog eigin aheettu af innlendum hlutabréfum, en jok umsvif
sin erlendis. G6d afkoma endurspeglar hagsteed ytri skilyroi, pratt
fyrir ad snorp vaxtaheekkun 4 innlendum skuldabréfamarkadi hafi
sett strik { reikninginn { lok arsins.

Pad er skodun stjornar bankans ad midad vid stédu islenska
hagkerfisins sem virdist naleegt heesta toppi hagsveiflunnar verdi
a0 geeta mikillar vartdar vid fjarfestinga- og Gtlanadkvardanir.

Pjonustutekjur bankans jukust verulega 4 arinu og var afkoma
peirrar starfsemi st langbesta { sogu bankans. A starfsarinu var
sett a stofn sérstakt ttlanasvid og aheettugreining og innra eftirlit
styrkt enn frekar.

Stjérn bankans metur framtidarhorfur bankans mjog gédar, ekki

sist par sem tekjur hans koma 1 auknum meeli erlendis fra, auk
pess sem markadshlutdeild hans innanlands fer sivaxandi.

Reykjavik, 3. mars 2006

Stjérn:

Hagnadur vard 4 rekstri samstaedunnar a arinu ad fjarhaed 613
millj. kr. samkvaemt rekstrarreikningi. Eigid fé samsteedunnar
nam 3.347 millj. kr. { drslok samkvaemt reikningsskilunum. Eigin-
fijarhlutfall samsteedu / médurfélags sem reiknad er samkveemt
16gum um fjarmalastofnanir er 28,5% / 29,0% en samkvaemt
logunum ma hlutfallid ekki vera leegra en 8,0%. Stjérn bankans
leggur til ad greiddur verdi 15% ardur 4 arinu 2006 vegna drsins
2005, en visad er til arsreikningsins um frekari radstofun
hagnadar og adrar breytingar 4 eiginfjarreikningum.

A &rinu storfudu 18 starfsmenn ad medaltali hja samsteedunni mid-
ad vid heilsarsstorf og namu launagreidslur samtals 156 millj. kr.
A0 auki greiddi bankinn launatengd gjold ad fjarheed 27 millj. kr.

Hlutafé bankans nam 1.000 millj. kr. { drslok, en pad var haekkad
um 715 millj. kr. 4 drinu. [ &rslok voru hluthafar { bankanum 54, en
peir voru 42 1 arsbyrjun. Fimm hluthafar attu yfir 10% eignarhlut {
bankanum 1 arslok 2005. Hlutafjdreign peirra greinist pannig:

Margeir Pétursson og félog 1 hans eigu ............cc..c........ 31,0%
Sparisjodur VEISHOra ........ccccovvviieiiieiiiciceccn 13,8%
Sigurdur Gisli Palmason og félag i hans eigu ................ 13,5%
Jén Palmason og félag i hans eigu ..o 13,5%
Jon Hjartarson ..o 10,0%

Stjérn og framkveemdastjori MP Fjarfestingarbanka hf. stadfesta
hér med darsreikning bankans fyrir arid 2005 med undirritun sinni.

Arsreikningur 2005 17



Aritun endurskodenda

Til stjérnar og hluthafa { MP Fjarfestingarbanka hf.

Vid hofum endurskodad arsreikning MP Fjarfestingabanka hf. fyrir arid 2005. Arsreikningurinn hefur ad geyma samstaedureikning
bankans og drsreikning modurfélagsins. Hann greinist { skyrslu stjornar, rekstrarreikning, efnahagsreikning, yfirlit um sj6dstreymi og
skyringar nr. 1 - 47. Arsreikningurinn er lagdur fram af stjérnendum bankans og & abyrgd peirra { samraemi vid 16g og reglur. Abyrgd
okkar felst { pvi 4liti sem vid latum 11j6s & arsreikningnum 4 grundvelli endurskodunarinnar.

Endurskodad var { samreemi vid géda endurskodunarvenju. Samkveemt pvi ber okkur ad skipuleggja og haga endurskoduninni pannig
ad neegjanleg vissa faist um ad drsreikningurinn sé { meginatridum an annmarka. Endurskodunin felur 1 sér greiningaradgerdir, trtaks-
kannanir og athuganir & gégnum til ad sannreyna fjarhaedir og adrar upplysingar sem fram koma { arsreikningnum. Endurskodunin felur
einnig i sér athugun 4 peim reikningsskilaadferdum og matsreglum sem notadar eru vid gerd arsreiknings og mat a framsetningu hans {

heild. Vi teljum ad endurskodunin sé naegjanlega traustur grunnur til ad byggja élit okkar 4.

Pad er alit okkar ad arsreikningurinn gefi glogga mynd af afkomu bankans & arinu 2005, efnahag hans 31. desember 2005 og breytingu &
handbeeru fé & drinu 2005, { samreemi vid 16g og géda reikningsskilavenju.

Reykjavik, 3. mars 2006.

Hidur Seudardittic

KPMG Endurskodun hf.
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Rekstrarreikningur drid 2005

Samstaeda Moéourfélag
Skyr. 2005 2005 2004
Vaxtatekjur
Vaxtatekjur af krofum a lanastofnanir ..o 88.878 63.231 41.723
Vaxtatekjur af GtlAnUmM ... 213.412 213.413 78.722
Vaxtatekjur af markadsbréfum ...........coccoevieviciicnicciccne 310.568 310.568 166.259
Adrar vaxtatekjur ... 17 331.576 338.922 172.625
5 944.434 926.134 459.329
Vaxtagjold
Vaxtagjold til lanastofnana ... 24.660 24.660 20.130
Vaxtagjold af JantOKum .....ccoveviienieniieceeeeecececs 920.163 906.689 420.210
Vaxtagjold af vikjandi lanum ... 4.651 4.651 3.117
Onnur vaxtagiold ... 3.688 3.688 79
5 953.162 939.688 443.536
Hreinar vaxtatekjur ( 8.728) ( 13.554 ) 15.793
Adrar rekstrartekjur
Tekjur af hlutabréfum og 6drum eignarhlutum ... 6 29.217 36.946 13.162
Pjonustuteljur .......oocceeiciiicccce e 7 672.998 670.627 429.883
Pjonustugiold ........cccuiiiiiiiiiie ( 16594 ) ( 17126 ) ( 17.588 )
Gengishagnadur af annarri fjarmalastarfsemi ...........cccccooeiciins 18 285.518 285.518 955.948
YMSar 1EKStrArtEKIUL ......vvoovvveeeeieeeeeseiee s 146 146 35.232
971.285 976.111 1.416.637
Hreinar rekstrartekjur 962.557 962.557 1.432.430
Onnur rekstrargjold
Laun og launatengd gjold ..o 20,21 182.928 182.928 158.718
Annar almennur rekstrarkostnadur .. 103.352 103.352 92.996
AFSKIIFHT oot 11,34 2.504 2.504 5.468
288.784 288.784 257.182
Framlag 1 afskriftareikning Gtlana ..........cccccooeveievicnicienicncccne 9,28 ( 6.000) ( 6.000 ) 0
Hagnadur fyrir tekjuskatt ..o 667.773 667.773 1.175.248
TERFUSKALLUT ... 12,40  ( 54.348) ( 54.348 ) ( 161.767 )
Hagnaour ArSins...........cc.oceiiiiiieeceieeiecesiesieseseeieeseeees 44 613.425 613.425 1.013.481
Hagnaour a hlut
Hagnadur 4 hverja kronu hlutafjar ... 8,23 2,06 2,06 3,60
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Efnahagsreikningur

Eignir
Skyr
Sjoour og krofur a lanastofnanir ... 24
URIAN ..o 25-28
Markadsverobréf og eignarhlutir i félogum
Skuldabréf og onnur verdbréf med fostum tekjum .......................... 10,29
Hlutabréf og 6nnur verdbréf med breytilegum tekjum .................. 10,30
Hlutir 1 hlutdeildarfélogum .........c.ccccooviiiiiiiiiiiccicccs 32
Hlutir 1 dOtturfElogum  .........ccovoviiiiiiiiiccccccc 33
Adrar eignir
ReKSrarfArmuUNIT .....ccoooeieicieiicicecece e 11,34
VINSAT @IGNUT vvvvvvverereveessseeeeessseeeeess st
Fyrirframgreidd gjold og afallnar tekjur ..........ccccocvoieiiciiiicnnes

Eignir samtals

20  MP Farfestingarbanki

Samstaeda Moéourfélag
2005 2005 2004
1.211.809 1.059.763 733.958
2.900.351 2.900.351 2.323.458
5.792.458 5.479.414 5.078.442
13.804.213 13.804.213 3.572.053
147.449 147.449 0
0 7.729 0
19.744.120 19.438.805 8.650.495
121.692 121.692 65.743
871.048 1.099.617 79.900
252111 252.112 408.576
1.244.851 1.473.421 554.219
25.101.131 24.872.340 12.262.130




31. desember 2005

Skuldir og eigid fé
Samstaeda Moéourfélag

Skyr. 2005 2005 2004

Skuldir vio ldnastofnanir ..., 37 1.178.199 1.178.199 2.571.764

LANEAKA ..o 38 18.997.764 18.769.007 7.259.493
Adrar skuldir

YmSar SKUIAIE ooooooooooooeceeeeeeeeeeee e 698.346 698.346 292.453

Afallin gjold og fyrirframinnheimtar tekjur ..............cccoooveororreeenne. 786.033 786.033 131.271

1.484.379 1.484.379 423.724

Tekjuskattsskuldbinding ..., 12,39 20.990 20.990 1.259

Vikjandi JAn ... 13,41 72.632 72.632 86.866

Eigio fé

HIUEALE ..o 1.000.000 1.000.000 284.620

YHrverdsreiKningur ........co.ccoooioiiiiccce 719.749 719.749 535.181

Logbundinn varasjodur ...........cccccoecucrrrininiicicieeeeeeeececceeeeees 3.566 3.566 3.566

Sérstakt endurmat ..o 57.730 57.730 0

PYOINGAIMUNUL ... 34 0 0

Oradstafad @Igid f& ..........ucrrrreeeserreeeeessesreeseessseeseseese e 1.566.088 1.566.088 1.095.657

42-45 3.347.167 3.347.133 1.919.024

Skuldir og eigid fé samtals 25.101.131 24.872.340 12.262.130

Utan efnahagsreiknings
Skuldbindingar vegna vidskiptamanna.............cccoccocucceinnriccnas 46
Adrar skuldbindingar ...........ccocoiiiiiiiiiii 47
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Yfirlit um sjodstreymi drid 2005

Samstaeda Moéourfélag
Skyr. 2005 2005 2004
Rekstrarhreyfingar
Hagnadur drsins .........ccccceeiniiiiceeeeeeeeccce s 44 613.425 613.425 1.013.481
Rekstrarlidir sem ekki hafa dhrif 4 fjarstreymi:
Gengismunur 0g VErODatUr ........c.ccceviueuriueuniiiriiieieicieneieneaes 98.254 98.221  ( 11.511)
ASFSKTIFHT oottt 2.504 2.504 5.468
Framlag 1 afskriftareikning Gtlana ..........cccccccovvieiiiiiicinnnnnns 28 6.000 6.000 0
Hlutdeild { hagnadi déttur- og hlutdeildarfélaga .........cc.cccvvueenee 3233  ( 17599 ) ( 25.328) 0
Tekjuskattsskuldbinding, breyting ... 19.731 19.731 167
Breyting a rekstrartengdum eignum og skuldum ......................... 811.227 811.227  ( 283.912)
Handbeert fé fra rekstri 1.533.542 1.525.780 723.693
Fjarfestingarhreyfingar
Krofur 4 lanastofnanir, breyting ...........cccoocoveeicinicniceniciiccnes ( 52.387) ( 52.387) ( 530.761 )
Utlan, breyting ..o ( 635.960) ( 635.960) (  1.872.742)
Veltuskuldabréf, breyting ... ( 714.016 ) ( 400.972) ( 3.804.133 )
Veltuhlutabréf, breyting ........... ( 10.300.708 ) (  10.300.708 ) ( 882.021 )
Fjarfesting 1 hlutdeildarfélagi ............cccoeeviivnienicnccceceeee ( 61.250 ) ( 61.250 ) 0
Keyptir varanlegir rekstrarffarmunir ...........cccocoevecvvienicnninnnnes 34 ( 723) ( 723) ( 383)
Ymsar eignir, breyting ..o ( 791.147 ) ( 1.019.717 ) 3.365
Fjérfestingarhreyfingar ( 12556.191) (  12471.717) ( 7.086.675 )
Fjarmognunarhreyfingar
Skuldir vid lanastofNanir ...........coeeeeirinininrieeeceeeee e ( 1.393.566 ) ( 1.393.566 ) 1.532.386
Lantaka, breyting ............. 11.693.117 11.464.360 4.705.099
Ymsar skuldir, breyting ... . 405.892 405.892 182.673
Vikjandi 1an, breyting .........ccoccvienicniceieeeeeeeeececeeeeces ( 14.286 ) ( 14.286 ) ( 14.286 )
ATSUE ] RIUENALA ovveeeeeeeeeeeeeeeeeeeceeeeeeeeeeeeeeseeeessseeeseseessseseseseeesesesses ( 142.992) ( 142.992) ( 109.183 )
Keypt og selt hlutafé ... 899.948 899.948 13.692
Fjarmognunarhreyfingar 11.448.113 11.219.356 6.310.381
Hakkun (leekkun) 4 handbaeru fé............cccoovviviciiiicin 425.464 273419  ( 52.601 )
Handbaert £é 1 Arsbyrjun ... 203.197 203.197 255.798
Handbeert £é 1 ArsloK .........cccooviiiiiieieeeeeeeeee s 15 628.661 476.616 203.197
Adrar upplysingar
Greiddur tekjuskattur .............cccccoiiiiiiiiicccceeeccceae 92.563 92.563 41.533
Fjarfesting og fjarmognun an greiosluahrifa
Hlutafé greitt med verdbréfum ... 0 0 21.548
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Skyringar

Reikningsskilaadferdir

Grundvéllur reikningsskilanna

1. Arsreikningur MP Fjarfestingarbanka hf. er gerdur { samreemi vid 16g um arsreikninga og reglur um reikningsskil lnastofnana.
Hann hefur ad geyma samstaedureikning og arsreikning moédurfélagsins, en  samsteedureikningnum eru innbyrdis vidskipti milli
félaga { samsteedunni ekki medtalin. Arsreikningurinn er gerdur { fslenskum krénum og eru fjdrhaedir birtar { pisundum. Hann
byggir & kostnadarverdsreikningsskilum ad 60ru leyti en pvi ad skrad veltuverdbréf og fasteign eru faerd a markadsverdi.
Arsreikningurinn er gerdur eftir sému reikningsskilaadferdum og arid adur.

Félagio eignadist allt hlutafé 1 breska félaginu Orange International Investment UK Limited 4 midju arinu og er félagid hluti
samsteedunnar fra peim tima.

2. Détturfélag er pad félag par sem bankinn fer med yfirrad. Arsreikningur détturfélagsins er innifalinn { samsteedureikningi bankans
fréd pvi ad yfirrad hefjast og par til peim Iykur. Stodur milli samsteedufélaga, vidskipti og hagnadur sem myndast hefur af
vidskiptum milli peirra er felldur Gt { samstaedureikningnum.

3. Hlutdeildarfélag er pad félag sem bankinn stendur ad dsamt 6drum. Eignarhluturinn er feerdur i efnahagsreikninginn sem
samsvarar hlutdeild { eigin fé félagsins.

Erlendir gjaldmidlar
4. Eignir og skuldir { erlendum gjaldmidlum eru umreiknadar { islenskar krénur & gengi 1 arslok 2005. Rekstrartekjur og rekstrargjold
i erlendum gjaldmidlum eru umreiknud a gengi vidskiptadags.

Vaxtatekjur og vaxtagjold

5. 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 lanastofnanir, itlanum, markadsbréfum og skiptasamningum. Vaxtagjold reiknast af skuldum vid lanastofnanir,
lantoku og vikjandi lanum. Hafi Gtlan verid meira en prja manudi { vanskilum eda metin { 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 gjoldum, eftir pvi sem pau falla til.
Tekjur af hlutabréfum og 60rum eignarhlutum

6. Undir tekjur af hlutabréfum og 6drum eignarhlutum fellur hlutdeild { afkomu détturfélags og hlutdeildarfélags, dsamt ardi af
veltuhlutabréfum.

bjonustutekjur
7. Pjonustutekjur bankans skiptast 1 umsyslupéknun og sélupoknun. 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
8. Hagnadur a hlut er hlutfall hagnadar og vegins medaltals hlutafjar a arinu og synir hver hagnadurinn er a hverja kréonu hlutafjar.
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Skyringar

10.

11.

12.

13.

14.

15.
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Utlan
Utlén til vidskiptamanna eru feerd til eignar med afllnum voxtum, verdbstum og gengismun { arslok 2005. Verdtryggd Gtlan eru
feerd midad vid visitolur sem toku gildi { jantarbyrjun 2006 og gengistryggd lan midad vid gengi vidkomandi gjaldmidla 1 arslok 2005.

Afskriftareikningur Gtlana er myndadur til ad maeta peirri dheettu sem fylgir Gtlanastarfseminni, en hér er ekki um endanlega
afskrift ad raeda. Lagt er { pennan reikning med hlidsjon af metinni ttlanadheettu hverju sinni. Annars vegar er um ad reeda
framlag vegna skuldbindinga lanpega sem sérstaklega hafa verid metnar { tapsheettu og hins vegar framlag til ad meeta almennri
utlanaaheettu. Hafi atlan verid metin { sérstakri tapshaettu er heett ad tekjufeera vexti vegna peirra. Afskriftareikningurinn er
dreginn fra Gtldanum { efnahagsreikningi.

Markadsverdbréf og eignarhlutar i félogum

Til skuldabréfa og annarra verdbréfa med fostum tekjum teljast skuldabréf og dnnur verdbréf med fostum voxtum eda med
tiltekna vaxtavidmidun. Til hlutabréfa og annarra verdbréfa med breytilegum tekjum teljast hlutabréf og hlutdeildarskirteini
verdbréfasjoda. Skrad veltuverdbréf eru eignfeerd 4 markadsverdi 1 lok drsins, en 6skrad veltuhlutabréf eru eignfeerd a
kostnadarverdi eda matsverdi.

Rekstrarfjarmunir

Rekstrarfjarmunir eru feerdir til eignar a kostnadarverdi ad fradregnum afskriftum, med peirri undantekningu ad fasteign bankans
var 1 arslok 2005 feerd { dzetlad markadsverd. Afskriftir eru reiknadar sem fastur hundradshluti midad vid deetladan nytingartima
rekstrarfjarmuna ar til nidurlagsverdi er nad. Asetladur nytingartimi greinist pannig:

Fasteign .......ccoooveiiiecc 50 ar
Husbtnadur, skrifstofuahéld og innréttingar .. . Sar
TOIVUDTUNAOUL ... 3ar

Tekjuskattsskuldbinding

Tekjuskattsskuldbinding bankans er reiknud og feerd { arsreikninginn. Utreikningur hennar byggist 4 mismun efnahagslida
samkveemt skattuppgjori annars vegar og arsreikningi hins vegar. Mismunur sem pannig kemur fram stafar af pvi ad dlagning
tekjuskatts er midud vid adrar forsendur en reikningsskilin og er par { meginatridum um ad reeda timabundinn mismun vegna
pess ad gjold eru ad jafnadi feerd fyrr 1 skattauppgjori 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 Utreikning a eiginfjarhlutfalli, sbr. skyringu 45.

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 1 rekstrarreikning bankans vegna

pessara samninga.

Handbeert fé

Til handbeers fjar { sj6dstreymi teljast sjodur og ébundnar bankainnsteedur. Handbeert fé samstaedu nemur samtals 629 millj. kr. og
moédurfélagsins 477 millj. kr. 1 arslok 2005.
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Afleidusamningar

16.  Afleidur eru fjarmalagerningar par sem samnings- eda nafnverdsfjarheedir eru ekki faerdar { efnahagsreikning bankans, ymist
vegna pess ad réttindi og skyldur myndast vegna eins og sama samningsins eda nafnverdsfjarheedir eru eingéngu notadar sem
breytur vid ttreikninga & 60rum steerdum. Nafnverdsfjarheedir afleidusamninga gefa ekki endilega til kynna fjarhaed greidslna sem
peim tengjast eda markads- og ttldnadheettu peirra. Sem deemi um afleidusamninga ma nefna framvirka gjaldmidlasamninga,
skiptasamninga og valréttarsamninga. Verdmeeti peirra geta medal annars byggst 4 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.

Vaxtatekjur Samstaeda Moédurfélag
17.  Adrar vaxtatekjur greinast pannig: 2005 2005 2004
Vaxtatekjur af framvirkum samningum 319.224 319.224 152.930

Adrar vaxtatekjur 12.352 19.698 19.695
SAMIEALS - s 331.576 338.922 172.625
Gengishagnadur Samstaeda Modurfélag

18.  Gengishagnadur greinist pannig: 2005 2005 2004
Gengishagnadur vegna gjaldmiola ...........ccccoceiiiiiiiiiiiiiiiiicccececeeans 825 825 63.920
Gengishagnadur vegna verdbréfa ... 284.693 284.693 892.028
SAMEALS ..o 285.518 285.518 955.948
Starfsmannamal

19.  Starfsmannafjoldi bankans er sem hér segir: 2005 2004
Medalfjoldi starfsmanna a drinu umreiknadur 1 heilsarsstorf..............ccccoooiiiiiiiiii 18 17
SEOUGIIAL T ATSIOK ... 20 19

20. Laun og launatengd gjold greinast pannig: 2005 2004
LU ¢ 115.737 83.101
Launatengd giOld .........cooooiii s 27.191 21.405
Afallin Arangurstengd TAUN .............ooorrveeirireeeee e 40.000 54.212

182.928 158.718
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21.

22.

23.

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

Laun og Eignarhlutir

hlunnindi i arslok
Sigurdur Valtysson, framkveemdastjOri .........ccccooeeiiiciniiriiiriccecceeceeeeeceece e 24.077 " 30.000
Margeir Pétursson, stjornarformadur .. 4.800 310.166
Sigfts Ingimundarson, varaformadur .. 1.200 13.833
Agtst Sindri Karlsson, stjérnarmadur .. 5.040? 11.667
Sigurdur Gisli Palmason, stjornarmadur .. 240 134.850
Jén Porsteinn JONSson, SOTNATMAGUL ..........cceiuiiiuiiiiiiciceieeee e 0
Gunnar Arnason, VATAIMAOUL ...vveeeeveeeeeeteeeeeete et e ete et e et e e e et e ese e s e ereeese et e enseeteeneeereeseenseeseeeseenseeneeneeas 240
Jon Hjartarson, varamadUr .........c..cccooioioiiic e 120 100.000
Sigurdur R. Helgason, varamadUr ..o 120
OFN ANATESSON, VATAIMIAGUL  v.vevveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee et s s seeseseseeeseteeeeeeseseseeeseseseseeeeseseeeseseseeeenes 120 8.333
JON PAIMaSON, VATAIMAGUL .......ceoueiviiuieiierieteetieteiee ettt ese ettt et eae et et e et et ss s eseeseeteese et e esesse st e s essans 120 134.850
Sverrir Kristinsson, fyrrverandi varamaour ..............ccccooiiiiiiiicccceeeeeeeccce e 120
SAIMEALS ..ottt ettt ettt ettt ettt ettt et s s sttt et ettt s et s ettt et s ens 36.197 743.699

1) Framkveemdastjori bankans innleysti kauprétti sina a drinu ad nafnverdi 0,1 millj. kr. S6luhémlur eru & hlutabréfum ad nafnverdi 5,1 millj. kr., sem leekka
linulega fra 1. mars 2006 til 1. mars 2008.

2) Um er ad raeda stjérnarlaun og péknun vegna logfraedistarfa.

Poknun endurskodenda

Poéknun til endurskodenda sundurlidast pannig: 2005 2004
Endurskodun Arsreiknings .........cccoeeiieiiiciiieccicie e 3.361 2.436
Konnun arshlutareiknings ..o 2.833 1.618
OMNUT PJOTIUSEA ..ttt 1.896 1.263
SAMEALS ..o e 8.090 5.317

Hagnadur a hlut

Utreikningur hagnadar & hlut byggir 4 hagnadi og vegnu medaltali hlutafjér 4 arinu. 2005 2004
Hagnadur samkvaemt ArsteiKningi ..........coooiiiiiiiiiiiiiiiceccce e 613.425 1.013.481
Vegid medaltal hlutafjar:
Hlutafé samkvaemt arsreikningi { Arsbyrjun .........cccccciiiiiiiiiiiii e 284.620 272.617
Ahrif hlutafjdraukningar ...........c....ccooverrveeene. 9.028 9.444
Ahrif keyptra og seldra eigin bréfa 4328  ( 328)
SAIMEALS ..ttt 297.976 281.733
Hagnadur & TIUL ... 2,06 3,60
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Sjodur og krofur 4 lanastofnanir

24.  Sjodur og krofur 4 lanastofnanir greinast pannig: Samstaeda Modurfélag
31.12.05 31.12.05 31.12.04
SJOOUL s 3 3 3
Gjaldkraefar KIOfUL .......ccoiiiiiiiiieiiceiccecc e 628.659 476.613 203.194
Bundnar Krofur yHr 5 &r ..o 583.147 583.147 530.761
SAMEALS ..o 1.211.809 1.059.763 733.958
Utlan
25.  Utlan til vidskiptamanna sundurlidast pannig eftir ttlansformum: 31.12.05 31.12.04
Vixlar ... 0 54.120
Lanasamningar 2.900.351 2.269.338
SAIMEALS ..ttt 2.900.351 2.323.458
26.  Utlan bankans greinast pannig eftir gjaldmidlum { arslok: 31.12.05 31.12.04
UHAN T 7SIeNSKUM KIGIUM ... 1.444.983 1.778.115
UtIAN 1 @reNAUM MYIEUI ..o 1.455.368 545.343
SAIMEALS ..o 2.900.351 2.323.458
27. Utlan til vidskiptamanna greinast pannig samkveemt eftirstodvartima: 31.12.05 31.12.04
GaldKraef THAN ... 11.376 24.983
Allt a0 3 manudir ................... 840.226 542.293
Yfir 3 manudir og allt ad ari . 1.530.345 1.541.484
Yfir Tar og allt @0 5 ATUM ....oooiiiicccccc e 518.404 214.698
SAIMEALS ..ttt 2.900.351 2.323.458
28.  Afskriftareikningur utlana greinist pannig: Afskriftareikningur 2005 2004
Sérstakur Almennur Samtals Samtals
Afskriftareikningur ttlana { arsbyrjun ..o, 11.860 23.077 34.937 34.937
Framlag 1 afskriftareikning a drinu 0 6.000 6.000 0
Endanlega afskrifud utlan ................ ( 6.181) ( 6.181) 0
Afskriftareikningur utlana { arslok 5.679 29.077 34.756 34.937
Afskriftareikningur utlana 1 hlutfalli af
atlanum og veittum abyrgOum ..........cooovucuiiieiniiiccee, 0,2% 1,0% 1,2% 1,4%
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29.

30.

31.

32.

33.

28

Markadsverdbréf og eignarhlutir i félogum
Skuldabréf og 6nnur verdbréf med fostum tekjum greinast pannig:
Samstaeda
Markadsverd  Bokfert verd

Veltuskuldabréf:
Skrad 1 Kaupholl 1S1ands ...........o..coorrvvveorreecosseessennns 5.143.867 5.143.867
Skrad erlend skuldabréf ..., 482.780 482.789
OSKIad SKULAADISE ..o, 165.802
Veltuskuldabréf samtals............ccooovviviieiiiiiiiecieecccee 5.792.458

Modurfélag
Markadsverd  Bokfeert verd

5.143.867 5.143.867
169.745 169.745
165.802

5.479.414

Bankinn hefur gert framvirka samninga, skiptasamninga og endurhverf vidskipti vid Sedlabanka fslands ad fjarheed 826 millj. kr. 4

moti skuldabréfaeign sinni.

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

Samstaeda Modurfélag
31.12.05 31.12.05 31.12.04
Skuldabréf ttgefin af opinberum adilum 4.880.883 4.880.883 4.992.529
Skuldabréf Gtgefin af GOrUM ..o 911.575 598.531 85.913
Skuldabréf samtals ...........ccoeiiiiiiiiciieec e 5.792.458 5.479.414 5.078.442

Hlutabréf og énnur verdbréf med breytilegum tekjum greinast pannig:

Veltuhlutabréf:
Hlutabréf skrad { Kaupholl TSIands ...........o..evvervvesrioieseiceseoces e
Skrad erlend RIUtADIEL ........c.ooiiiiiiiec ettt
Skrad erlend hlutdeildarsKIrteINT ........coccoeiiieiiiiiiieiei ettt ens
Oskrad innlend hlutabréf og stofnfArbréf SPArisjota ............ecrmrrrveessrrrereessinreeeeesssseesseeesns
OSKIAD €T1ENA NIUEADIGE ..ot s s ese s e eeeeeeeeeeen
OSKIAO RIULAEILAATSKITEINE veoveoeeeeeeeeeee et e e es e eee e e s s eeereeseenen

Veltuhlutabréf SAMEALS .......cviiiiiiiieiiciicecctece ettt ettt

Markadsverd Bokfeert verd

8.632.386 8.632.386
3.049.642 3.049.642
651.822 651.822
1.353.934

101.616

14.813

13.804.213

Bankinn hefur gert framvirka samninga og skiptasamninga ad fjarheed 10.157 millj. kr. 4 moéti hlutabréfaeign sinni.

Eignarhlutur bankans 1 Lifteeknisjodnum hf. er 10,0%, en bankinn fer med 34,5% atkveeda i félaginu. Eignarhlutir { 66rum

6skradum félogum eru undir 5,0% af hlutafé peirra.

MP Fjarfestingarbanki hf. 4 49,0% eignarhlut i Hraunbjargi hf. sem boékfaerdur er 4 147 millj. kr. 1 rslok. Hlutdeild bankans 1

hagnadi Hraunbjargs hf. 4 arinu nam 18 millj. kr.

MP Fjarfestingarbanki hf. 4 100,0% eignarhlut i Orange International Investments UK Ltd., Bretlandi, sem békfeerdur er a 8 millj.
kr. 1 arslok. Hlutdeild bankans i hagnadi Orange International Investments UK Ltd. & arinu nam 8 millj. kr.
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35.

36.

37.

38.

Skyringar

Adrar eignir

Rekstrarfjarmunir og afskriftir greinast pannig: Ahold,
hasgogn og
Fasteign innréttingar Samtals
Heildarverd 1.1.2005 ......ccoooiiiiieiieiiceeceecee e 68.538 29.758 98.296
ALSKIIFAG AOUL vttt ( 6.397) ( 26.156 ) ( 32.553)
Bokfeert verd 1.1.2005  ......ccouriiuiiieiiiiiieieicee e 62.141 3.602 65.743
Sérstakt endurmat - 57.730 0 57.730
Viobot & arinu .......... 0 723 723
AFSKIIFAB & ATINUL <.vooooeooeeee oo eeeees e seeeeeeseseeesseeeeeseseseeeeeenee ( 1.371) ( 1.133) ( 2.504)
Bokfeert verd 31.12.2005  ....c.cuoiiiiiicicierieeeecee e 118.500 3.192 121.692
Heildarverd 31.12.2005 ......ccccoiiiiiiiiiiiciceecceecccee e 126.268 30.481 156.749
AfSKrifad Samtals 31.12.2005 ........eereeoreeeeeeeeeeeeeeeseseseeeeeeseeeeeeeesseesseeeeeeeeeseeeene ( 7.768) ( 27.289) ( 35.057 )
Bokfeert verd 31.12.2005 118.500 3.192 121.692
ALSKIftahTULOI] ..o 2% 20-33%

Fasteignamat htseigna 1 arslok nam 53 millj. kr. Brunabétamat nam a sama tima 59 millj. kr.

Eignir og skuldir hadar verdtryggingu eda gengisaheettu
Heildarfjarhaed verdtryggora eigna samsteedu og modurfélags nam 4.639 millj. kr. { arslok og heildarfjarheed slikra skulda nam a
sama tima 3.454 millj. kr.

Heildarfjarheed eigna samsteedu / médurfélags i erlendum gjaldmidlum nam 7.737 / 7.508 millj. kr. { arslok og heildarfjarhaed
slikra skulda nam a sama tima 7.737 / 7.508 millj. kr. Med eignum og skuldum 1 pessu sambandi eru taldir framvirkir samningar

sbr. skyringu 47.

Skuldir vid lanastofnanir

Skuldir vid lanastofnanir greinast pannig: 31.12.05 31.12.04
Skuld vid SESIaDANKA ISIANAS +.v.veeveeeeee oo e e e s s e e e s eeeeeeeeee 487.637 2.569.436
Skuldir vi® adrar JANASTOMANIT ......ccocveviiiiiieiiieietceeetce ettt et eseesens 690.562 2.328
SAIMEAIS .ottt ettt ettt ettt ettt ettt ettt et et et e et e et eneens 1.178.199 2.571.764

Skuld vid Sedlabanka fslands er vegna endurhverfra vidskipta.

Lantaka
Lantaka bankans er 1 formi lana frd lanastofnunum og skrddra skuldabréfa og vixla og koma 8.536 millj. kr. til greidslu innan ars,
par af eru framlengingarakvaedi { ldnasamningum ad fjarhaed 2.263 millj. kr.
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39.

40.

41.

42,

43.

Tekjuskattsskuldbinding

Tekjuskattskuldbinding greinist pannig: 2005 2004
Tekjuskattsskuldbinding 1 ArsbYIJUN ..........coooiiiiiiiiiiccc e 1.259 1.092
Tekjuskattur ArSINS ..........coiiii e 54.362 161.767
Tekjuskattur til GrefOSIU ......c.oviiiiiiicieiccce e ( 34.631) ( 161.600 )
Tekjuskattsskuldbinding 1 ArSIOK ..........coioiiuiiiiiiiiiiiiicciee s 20.990 1.259

Tekjuskattsskuldbinding bankans skiptist pannig a einstaka lidi efnahagsreikningsins:

ReEKSEIATfATIUNIT ...ttt 11.102 557
VAOSKIPLAKIOIUL ... 9.888 702
Tekjuskattsskuldbinding 1 ArSI0K ..........cccoiciiiiiiiiiiiiiiiic e 20.990 1.259

Tekjuskattur félaga er 18% & fslandi en virkur tekjuskattur { rekstrarreikningi bankans er 8,1%. Mismunurinn greinist pannig:

2005
Hagnadur fyTir SKaEa ......c.cc.cuiiiiiieceecece e 667.773
Reiknadur 18,0% tekjuskattur af hagndi arsins ...........cccovveiiiiiiiiiiiiiiccccece 120.201 18,0%
Skattfrjdls ardur af hlutabréfum ... ( 2.091) ( 0,3% )
Skatteign vegna samruna vid annad fElag ..........cccceicuriiuriiiriniieinieeiceeeeeee e ( 74.151) ( 11,1% )
ADBIIT LIOIT oottt ettt ettt 10.389 1,5%
Tekjuskattur samkvaemt rekstrarreikningi ...........ccccociiiiiiiiiiiic e 54.348 8,1%

Vikjandi lan
Vikjandi lan er { islenskum kréonum og ber sex manada REIBOR-vexti. Lanid er overdtryggt, fimm ar eru eftir af lanstimanum med
arlegum afborgunum 2006 til 2010.

Eigid fé

Hlutafé samkvaemt sampykktum bankans nemur 1.000 millj. kr. og fylgir eitt atkveedi hverjum einnar krénu hlut. Engin eigin
hlutabréf eru eigu bankans 1 arslok. Hlutafé bankans var aukid um 715 millj. kr. ad nafnverdi 4 arinu, annars vegar vegna
kaupréttarsamninga vid starfsmenn og hins vegar med solu nyrra hluta ad nafnverdi 700 millj. kr..

Bankinn hefur gert kaupréttarsamninga um hlutabréf vid starfsmenn sina. Samkvaemt samningunum hefur bankinn skuldbundid
sig til ad selja peim hlutabréf ad nafnverdi 62 millj. kr. fyrir 180 millj. kr. Kaupréttargengi er 4 bilinu 1,75 til 4,00. Starfsmenn hafa
aunnio sér kauprétt ad hlutabréfum ad nafnverdi 6 millj. kr. Samningarnir eru nytanlegir & a&runum 2007 til 2009. Engar feerslur
hafa verid gerdar i rekstrarreikning bankans vegna pessara samninga.
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Yfirlit um eiginfjarreikninga: Yfirverds-
reikningur Logbundinn Sérstakt Oradstafad

Hlutafé hlutafjar varasjodur endurmat eigid fé Samtals
Eigio fé 1.1.2005 .............. 284.620 535.181 3.566 0 1.095.655 1.919.022
Selt nytt hlutafé ............. 715.000 185.000 900.000
Seld eigin bréf .................. 13.980 160.768 174.748
Keypt hlutabréf .............. ( 13.600) (  161.200) ( 174.800)
Sérstakt endurmat 57.730 57.730
Greiddur ardur ... ( 142.992) ( 142.992 )
Hagnadur érsins .............. 613.425 613.425
Eigid fé 31.12.2005 ......... 1.000.000 719.749 3.566 57.730 1.566.088 3.347.133

Eigio fé 1 arslok nemur 3.347 millj. kr. eda 13,3% / 13,5% af nidurstédutolu efnahagsreiknings samsteedu / moédurfélags.
Eiginfjarhlutfall samsteedu / modurfélags sem reiknad er samkveemt akvaedum 84. gr. laga um fjarmalafyrirteeki er 28,5% / 29,0%,
en samkveemt I6gunum ma hlutfallid ekki vera laegra en 8,0%. Hlutfallid reiknast pannig:
Samstaeda Modurfélag
Vegin stada Vegin stada

Ahaettugrunnur:

Aheettugrunnur vegna Gtlanadheettu lida utan veltubOKaT . ..........co...rvvereeeereeeeeereiseireeoons 3.622.027 3.827.911

Ahaettugrunnur vegna gjaldeyrisdhaettil ............cooovvveervvecrseeees oo 293.233 293.233

Aheettugrunnur vegna stodu- og métadiladheettu veltubOKarlida ..........ccooorevvvveeerrrreeeeienererienns 5.521.544 5.154.233
ARZHUGIUNTIUL SAMEALS ... 9.436.804 9.275.377
Eiginfjarpattur A:

BOKFert @110 FE ...t 3.347.167 3.347.133
Eiginfjarpattur B:

VIKJANAT JAN <. 41.865 41.865

Eignarhlutir { ffArmalastofUnUIM .........cccviiiiiiiiiniiiiic e ( 701.315) ( 701.324 )
Eigi0 fE SAMIEALS ..o 2.687.717 2.687.674
EIgINGArRIULEAll ..o 28,5% 29,0%

Skuldbindingar utan efnahags
Bankinn hefur gengist i abyrgdir fyrir vidskiptamenn sina ad fjarheed 3 millj. kr.
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47.

Afleidusamningar, eftirstddvartimi hofudstdls og bokfeert verd greinist pannig:

Hofudstoll
Yfir 3

Bokfert verd

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

Framvirkir gjaldmidlasamningar ................ 2.745.898 113.475 2.859.373 12.165 5.121
Vaxtapattasamningar:

Skiptasamningar...........cccccceeveeecicceincns 487.637 0 487.637 0 212.698
Verdbréfasamningar:

Verdbréfasamningar..........c.ccoevvvnicninnen. 6.780.159 4.114.655 10.894.814 151.112 481.813
Afleidusamningar samtals .. 10.013.694 4.228.130 14.241.824 163.277 699.632
Bokfeert verd samninga skiptist pannig eftir vidskiptamonnum: Eignir Skuldir
LANASTOMNANT ...uiiiiiii e 12.165 5.121
AJrir VIOSKIPTAMEINI ..o 151.112 694.511
Samtals 163.277 699.632

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

samninga felst { Gtlanadheettu, gengis- og vaxtamun.
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Endorsement by the Board of Directors and the Managing Director

The Annual Accounts are prepared in accordance with the
Annual Accounts Act and Rules on the Financial Statements of
Credit Institutions. The Annual Accounts include the Consoli-
dated Annual Accounts of the Bank and its Subsidiary, in addi-
tion to the Banks Annual Accounts. The Annual Accounts have
been prepared in accordance with the same accounting principles
as during the previous years.

MP Investment Bank operated very successfully during the year
2005 although the profit and return on equity were significantly
lower than the year before. External conditions were exceptional-
ly favorable in 2004 and the bank sold large equity holdings dur-
ing that year with a large profit. In 2005 the bank lowered its’
own exposure to the domestic stock market but expanded
abroad. The continued good result is reflecting strong market
conditions, although at the end of the year yields in the domestic
index linked government bond market increased sharply.

The board is of the opinion that considering the status of the
Icelandic economy, which appears to be at the very heights of the
present business cycle, extreme caution must be exercised in
domestic investment and lending.

The bank increased its” income from services very significantly
during 2005 to its” highest level ever. During the year a special
Debt Financing was established and risk controls and internal
auditing was enhanced further.

The board deems the future prospects of the bank as excellent,
not least for the fact that income from sources abroad continue
to increase steadily and its” share of the domestic market is also

growing.

Reykjavik, March 3, 2006

Board of Directors:

Managing Director:

According to the Profit and Loss Account, the Group’s net profit
for the year amounted to ISK 613 million. According to the
Balance Sheet the Group’s capital amounted to ISK 3.35 billion at
year-end. The capital ratio for the Group / Parent that is calculat-
ed in accordance with provisions in Act on Financial Institutions
is 28.5% / 29.0%. According to the Act this ratio may not be
lower than 8.0%. The Board of Directors proposes that a divi-
dend of 15% will be paid in the year 2006 on 2005 operations.
Other changes in the equity and the allocation of profit are
shown in the Annual Accounts.

During the year the Group average number of employees was 18
calculated as full-time equivalent positions. Total salaries paid
amounted to ISK 156 million. In addition the Bank paid salary-
related expenses amounting to ISK 27 million.

The Bank’s share capital amounted to ISK 1 billion at year-end as
it was increased by ISK 715 million during the year. At year-end
2005 shareholders in the Bank numbered 54 compared to 42 at
the beginning of the year. Five shareholders held more than
10.0% of the shares in the Bank at year-end 2005. Their share-
holding is specified as follows:

Margeir Pétursson and companies under his control ........ 31.0%
Sparisjodur VEISHOTa ........ccccovvvivireiiiiiceecceces 13.8%
Sigurdur Gisli Palmason and company under his control.. 13.5%
Jon Pélmason og and company under his control .............. 13.5%
JON HJArtarson ........ccccooceiieicuniciniiienicsceenceeceeeiceenans 10.0%

The Bank’s Board of Directors and Managing Director hereby
confirm the Bank’s Annual Accounts for the year 2005 by means
of their signatures.
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Auditors’ Report

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

We have audited the accompanying Consolidated Balance Sheet and Balance Sheet of MP Investment Bank as of December 31, 2005,
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 and itssubsidiary as of

December 31, 2005, 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 3, 2006.

d%?&(df 57%@%”(5%/377‘//

KPMG Endurskodun hf.
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Profit and Loss Account for the Year 2005

Group Parent
Notes 2005 2005 2004
Financial Income
Interest from credit iINSHEUHONS ...ovvevvviiieieieeeceeee e 88,878 63,231 41,723
Interest ON 10ANS .....cc.oovviieieieceeeeeeeeeeeee e 213,412 213,413 78,722
Interest on market SECUTTHES ...o.veovveoveeeeeee e 310,568 310,568 166,259
Other interest iINCOME ......c.coooveieieieieeeeeeeeeeeeeee e 17 331,576 338,922 172,625
5 944,434 926,134 459,329
Financial Expenses
Interest to credit INSHEULIONS ...ocvoovviieiiiicececeecee e 24,660 24,660 20,130
Interest 0N DOITOWINGS ......c.cocueiiiiiiiiiiiiiiiieiiccce e 920,163 906,689 420,210
Interest on subordinated 10anS ...........cccovevveeieciececeeeeceeee e 4,651 4,651 3,117
Other interest eXPenses ... 3,688 3,688 79
5 953,162 939,688 443,536
Net interest income ( 8,728 ) ( 13,554 ) 15,793
Other Operating Income
Income from shares and other holdings .........cccccccovvievicvinicnnnes 6 29,217 36,946 13,162
Fee and cOMMIUISSIONS ....ovoviiiieeieeeeeeeceeeeeeeeeeeeeeee e 7 672,998 670,627 429,883
COmMMISSIONS EXPEINISES .....viveiiiiiiieiiiiiieieeeicieicc e ( 16,594 ) ( 17,126 ) ( 17,588)
INEt trading .....c.ceueiririiicicieieeee s 18 285,518 285,518 955,948
Sundry operating inCOMe .........ccccoviviiiciiiiiiicccce e 146 146 35,232
971,285 976,111 1,416,637
Net operating income 962,557 962,557 1,432,430
Other Operating Expenses
Salaries and related eXpenses ............cccccociviiniiiiiiccieieeeae 20,21 182,928 182,928 158,718
Other operating eXpenses. ...........ccccooecceceerririeicciceeeeeeceeenas 103,352 103,352 92,996
Depreciation ... 11,34 2,504 2,504 5,468
288,784 288,784 257,182
Provision for losses on the loan portfolio ............ccccccvvceiricinicinennnes 9,28 ( 6,000) ( 6,000 ) 0
Profit before iNCOME taX ...ccvevveeieeeeeeeeeeeeeeeee et 667,773 667,773 1,175,248
TNCOIME TAX vetvieieiiieieieieecet ettt 1240  ( 54,348 ) ( 54,348 ) ( 161,767 )
Net profit for the year ..., 44 613,425 613,425 1,013,481
Earnings Per share
Earnings per share of one ISK ... 8,23 2.06 2.06 3.60
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Balance Sheet

Assets
Notes

Cash and Amounts due from Credit Institutions ............... 24
LOANS .o 25-28
Market Securities and Shares in other companies

Bonds and other fixed-income securities ..........ccoeveoeevveeiveveennnnn. 10,29

Shares and other variable-income securities .......cccceevveevveveeeen... 10,30

Shares in associated cOMPANY .......ccoiuiucuciiiriniiiiicicceeeeecceae 32

Shares in subsidiary .........ccccccociiriiiiciiccce e 33
Other Asset,

Property and equipment ..o 11,34

SUNAIY @SS ..oviviiiiiicic e

Prepaid expenses and accrued income .........cccooeiiiiiiiiiciiiiinnins

Total Assets
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Group Parent
2005 2005 2004
1,211,809 1,059,763 733,958
2,900,351 2,900,351 2,323,458
5,792,458 5,479,414 5,078,442
13,804,213 13,804,213 3,572,053
147,449 147,449 0
0 7,729 0
19,744,120 19,438,805 8,650,495
121,692 121,692 65,743
871,048 1,099,617 79,900
252,111 252,112 408,576
1,244,851 1,473,421 554,219
25,101,131 24,872,340 12,262,130




December 31, 2005
Liabilities and Capital

Group Parent

Notes 2005 2005 2004

Amounts Owed to Credit Institutions ..........cccoeveeecveeeenn. 37 1,178,199 1,178,199 2,571,764

Borrowings ............................................................................................ 38 18,997,764 18,769,007 7,259,493
Other Liabilities

Sundry Habilitles ..o 698,346 698,346 292,453

ACCIUEd XPENSES ...t 786,033 786,033 131,271

1,484,379 1,484,379 423,724

Deferred Income Tax Liability ..., 12,39 20,990 20,990 1,259

Subordinated Loans ...........ccooooiieeieeeeeeeeeeeeeeeeeeeeee. 13,41 72,632 72,632 86,866

Capital

Share capital  .....ccccooiiiiiiii e 1,000,000 1,000,000 284,620

Share Premium ..o 719,749 719,749 535,181

Statutory reserve ... 3,566 3,566 3,566

Revaluation reserve ... 57,730 57,730 0

Translation reserve 34 0 0

Retained earnings ..........ccccoooioiiiiiiiiiiicccceeeee e 1,566,088 1,566,088 1,095,657

42-45 3,347,167 3,347,133 1,919,024

Total Liabilities and Capital 25,101,131 24,872,340 12,262,130

Not included in the Balance Sheet
Obligations on behalf of customers............c.cccccoviiiiceinnniccns 46
Other obligations...........cociiiiiiiiicciccee e 47
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Statement of Cash Flows for the Year 2005

Group Parent
Notes 2005 2005 2004
Cash Flows from Operating Activities
Net profit for the year ... 44 613,425 613,425 1,013,481
Difference between net profit and cash from operations:
Indexation and exchange rate difference ..........ccccccocoevicviricnnnas 98,254 98,221 ( 11,511)
Depreciation..........ccocoeiiiiiiiiice 2,504 2,504 5,468
Provision for losses on the loan portfolio ..........ccccovcccvnennaee 28 6,000 6,000 0
Share of results in subsidiary and associated company .............. 3233  ( 17,599 ) ( 25,328) 0
Deferred income tax liability, change ... 19,731 19,731 167
Changes in operating assets and liabilities ........c..c.cccovevcinnicnnnn. 811,227 811,227  ( 283,912)
Net cash provided by operating activities 1,533,542 1,525,780 723,693
Cash Flows from Investing Activities
Deposits with credit institutions, change ............ccccoeeeevicniniennnes ( 52,387 ) ( 52,387 ) ( 530,761 )
Loans, change ..........cccccocvviiniicciicicinnes ( 635,960 ) ( 635,960 ) ( 1,872,742 )
Trading bonds, change ... ( 714,016 ) ( 400,972 ) ( 3,804,133 )
Trading shares, change ( 10,300,708 ) (10,300,708 ) ( 882,021 )
Investment in shares in associated company ...........c.ccccecvveeiveennnnee ( 61,250 ) ( 61,250 ) 0
Investment in property and equipment ............cccccocoeeiiiiiiiiinnnns 34 ( 723) ( 723) ( 383)
Sundry assets, Change ... ( 791,147 ) ( 1,019,717 ) 3,365
Net cash used in investing activities ( 12,556,191 ) ( 12,471,717 ) ( 7,086,675 )
Cash Flows from Financing Activities
Amounts owed to credit inSHEUONS .....ocooveveieieiciecececee ( 1,393,566 ) ( 1,393,566 ) 1,532,386
Borrowings, change .........cccccecvvvniaes . 11,693,117 11,464,360 4,705,099
Other liabilities, change . 405,892 405,892 182,673
Subordinated loans, Change ........c.cccevveeiricriceirieccsceeee ( 14,286 ) ( 14,286 ) ( 14,286 )
DivIdends Paid  .....ooooooeoeeeeoeeee e ( 142,992) ( 142,992) ( 109,183 )
Capital stock purchased and sold ..........ccccccccviiiiiiciniiiiii, 899,948 899,948 13,692
Net cash provided by financing activities 11,448,113 11,219,356 6,310,381
Increase (Decrease) in Cash and Cash Equivalents ........... 425,464 273,419  ( 52,601 )
Cash and Cash Equivalents at the beginning of the Year.. 203,197 203,197 255,798
Cash and Cash Equivalents at the end of the Year............. 15 628,661 476,616 203,197
Other information
Income tax paid ..o 92,563 92,563 41,533
Investing and Financing Activities not affecting Cash Flows
Share capital paid with securities ...........cccccooevviiiiciinnniccne 0 0 21,548
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Notes to the Annual Accounts

Summary of Accounting Principles

Basis of Preparation

1. The Annual Accounts are prepared in accordance with Annual Accounts Act and Rules on the Financial Statement of Credit
institutions. The Annual Account contains the Annual Accounts of the Bank and Consolidated Annual Accounts of the Bank and
its subsidiary. Intercompany transaction between the group companies are not included in the Consolidated Annual Accounts.
The Annual Accounts are prepared in Icelandic currency and amounts are presented in thousands of ISK. The Annual Accounts
are based on cost accounting except that listed trading securities and property are valued at market value. The Annual Accounts
are prepared according to the same accounting principles as for the previous year.

The Bank bought all the capital in the British company Orange International Investments UK Ltd. during the year and the
company is a part of the group from that time.

2. Subsidiary is company in which the Bank holds controlling interest. The Annual Accounts of the subsidiary is included in the
Consolidated Annual Accounts of the Bank. Balances between group companies, transactions and profit created in transactions
between group companies are eliminated in the Annual Accounts.

3. Associated company is company where the Bank has significant influence along with others. The shares are presented at a value
corresponding to the bank’s share in the company’s equity.

Foreign Currencies

4. Assets and liabilities in foreign currencies are converted to ISK at the year-end 2005 exchange rate, which is ISK 74.70 per each
EUR 1 and ISK 63.13 per each USD 1. Operational revenue and expences in foreign currencies are converted at the exchange rate
on the date of transaction.

Interest Income and Expenses

5. Interest income and interest expenses are entered into the Profit and Loss Account as they accrue based on the effective 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
6. The item income from shares and other holdings includes shares of results from subsidiary and associated company, including
dividens from trading shares.

Fee and Commission Income

7. 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.
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Notes

10.

11.

12.

13.

14.

42

Earnings Per Shares
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

Loans are capitalised with accrued interest, indexation and exchange rate difference at year-end. Indexed Loans are based on index
in the beginning of January 2006. Loans in foreign currencies are based on the exchange rate of the relevant currencies at year-end
2005.

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. The Bank contributes to the provision account in respect of estimated lending
risk each time. 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.

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. Listed trading securities are valued at year-end market value whereas unlisted
trading shares are entered at the cost price or estimated market price.

Property and Equipment

Property and equipment are capitalized at cost price less depreciation, except that the Bank’s property is capitalised at estimated
market value at year end 2005. 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 estate ......... ... 50 years
Office eqUIPMENt ..o 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 45.

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.
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15.

16.

17.

18.

19.

20.

Cash and Cash Equivalents

Notes

Cash and cash equivalents in the Statement of Cash Flows consist of cash and demand deposits with credit institutions. Cash and
cash equivalents for the group amounts to ISK 629 million and ISK 477 million for the Parent at the year-end 2005.

Derivatives

Derivatives are financial instruments, the contracted or notional amounts of which are not included in the Bank'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.

Financial Income

Other interest income are specified as follows:

Interest from forward CONtracts ..........c.ccoooieiiieieiieeeeeeeeeeeee e
OEher INEEIESE......cviiviceiciieeeee ettt

Exchange-rate Gain

Exchange-rate gain are specified as follows:

Exchange-rate gain due to currencies ...,
Exchange-rate gain due to securities ...,

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

Average number of employees during the year ............ccccocccoiieennnn.
Positions at the end of the year ..o

Salaries and related expenses are specified as follows:

SalAIIES ..o
Salary-related eXPenses ............cocoeuieeiiiiniiciice e
Accrued performance based salary ...

All amounts are in thousands of ISK

Group Parent
2005 2005 2004
319,224 319,224 152,930
12,352 19,698 19,695
331,576 338,922 172,625
Group Parent
2005 2005 2004
825 825 63,920
284,693 284,693 892,028
285,518 285,518 955,948
2005 2004
18 17
20 19
2005 2004
115,737 83,101
27,191 21,405
40,000 54,212
182,928 158,718
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Notes

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

Salary and Ownership

fringe benefits at year-end
Sigurdur Valtysson, Managing Director ... 24,077 " 30,000
Margeir Pétursson, Chaiman .................... 4,800 310,166
Sigfts Ingimundarson, Vice-Chairman 1,200 13,833
Agﬁst Sindri Karlsson, Board member ... 5,040 2 11,667
Sigurdur Gisli Palmason, Board member 240 134,850
Jon Porsteinn Jonsson, Board MEMDET .........c.ocvooviiiiiiiiiicicieeie et 0
Gunnar Arnason, Vice BOArd MEIMIDET  .......oveveeeeeeeeeeeeeeee oo seee e eseeeeee s ese s eeeeeeeens 240
Jon Hjartarson, Vice Board MemDET .........ccouiiiiiiiiiiiiiiiiiccci s 120 100,000
Sigurdur R. Helgason, Vice Board member ... 120
Orn Andrésson, Vice BOArd MEMDET  .....o.ovvvvveeeeeeeeeee e eeeeeeeeeeee et e eeeeeeeeetesesseeeeeereeeseseeeeeeeens 120 8,333
Jon Palmason, Vice Board MemDEr .........ocooviiiiiiieiiieeeeceee e 120 134,850
Sverrir Kristinsson, Former Vice Board Member ........cccovoiiioeeioeeeeee e 120
TOLAL ettt 36,197 743,699

1) The Bank’s Managing Director exercised his stock options during the year for a nominal value of ISK 0.1 million. There are restrictions on the sale of shares
for a nominal value of ISK 5.1 million, which are lifted linearly from March 1, 2006 until Marh 1, 2008.

2) This is Director’s salary and fees for legal service.

Auditors’ Fees

22.  Remuneration to the Bank’s Auditors is specified as follows: 2005 2004
Audit Of ANNUAL ACCOUNES  <..evieeeeeeeeee ettt ene 3,361 2,436
Review oOf INterim ACCOUNES  ..o.oiuiieiieeeeceeceee ettt 2,833 1,618
OMNET SEIVICES oo ettt ettt ettt et e e e e e et e et eaeeeae e e 1,896 1,263
TOLAL oottt ettt ettt ettt ettt ettt ettt 8,090 5,317

Earnings per Share
23.  Calculation of earnings per share is based on profit and the weighted average share capital during the year:

2005 2004
Net Profit according to the ANnual ACCOUNLS .......c.ovucuriuiuriiieieieeiieeicece e 613,425 1,013,481
Calculated average share capital:
Share capital according to the Annual Accounts at the beginning of the year 284,620 272,617
Impact of increase of share capital during the year ... 9,028 9,444
Impact of purchase and sale of own shares ... 4,328  ( 328)
Calculated average share capital ..o 297,976 281,733
Earnings per Share ... 2.06 3.60
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24.

25.

26.

27.

28.

Amounts due from Credit Institutions

Notes

Amounts due from credit institutions are specified as follows: Group Parent
31/12/05 31/12/05 31/12/04
CASN e 3 3 3
On demand ... 628,659 476,613 203,194
OVET 5 YRATS ... 583,147 583,147 530,761
TOLAL e 1,211,809 1,059,763 733,958
Loans
Loans to customers are specified by types of loans as follows: 31/12/05 31/12/04
Bill Of @XChANEE ... 0 54,120
DIEDENEUTES ... e ettt ettt ettt ettt ettt e s 2,900,351 2,269,338
TOLAL e 2,900,351 2,323,458
The Bank’s loans are specified by currencies as follows: 31/12/05 31/12/04
L0ans in ISK ... 1,444,983 1,778,115
L0ans in fOTeIGN CUITENCIES  ....c.vieiiieieiiicieicieicie e 1,455,368 545,343
TOLAL bttt 2,900,351 2,323,458
Loans to customers are specified by maturity as follows: 31/12/05 31/12/04
ON EIMANGA ..ottt ettt ennens 11,376 24,983
UP 10 3 MONERS .ot 840,226 542,293
Over 3 months and UP t0 T YEAT .......c.ciuiiiiiiiiiiicii e 1,530,345 1,541,484
Over 1 year and UP t0 5 YEATS ....c.oviuiuiiiiiiiiiiiiicicieieieeet et 518,404 214,698
TOAL -ttt 2,900,351 2,323,458
Provision for losses are specified as follows:
Provision for losses 2005 2004
Specific General Total Total
Provision at the beginning of the year ............cccccccecevnnicies 11,860 23,077 34,937 34,937
Provision for losses during the year .. 0 6,000 6,000 0
Actual losses during the year ..........cccocevvienicnicceniceenn. 6,181) 6,181) 0
Provision at year-end ... 5,679 29,077 34,756 34,937
Provisions for losses on the portfolio, as a
percentage of loans and issued guarantees ...............cco....... 0.2% 1.0% 1.2% 1.4%

All amounts are in thousands of ISK
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29.

30.

31.

32.

33.

46

Market Securities and Shares in Other Companies
Bonds and other fixed-income securities are specified as follows:

Group
Market value Book value
Trading bonds:
Listed on Iceland Stock Exchange ..........ccccccoooeviiicinicinnnns 5,143,867 5,143,867
Listed foreign bonds .........cccccoviiiiiniiiiiiiiiiiccice 482,780 482,789
Unlisted boNdS  ..ooeveoveiiiceececeeeeee e 165,802
Total trading bonds ... 5,792,458

Parent
Market value

5,143,867
169,745

Book value

5,143,867
169,745
165,802

5,479,414

The Bank has entered into forward contracts, swaps and repo with the Central Bank of Iceland amounting to ISK 826 million

against its securities.

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

Group Parent

31/12/05 31/12/05 31/12/04
Bonds issued by public organisations 4,880,883 4,880,883 4,992,529
Bond issued by Others ..o 911,575 598,531 85,913
Total fixed-INCOME SECUTTHIES ...eevveieeie et 5,792,458 5,479,414 5,078,442

Shares and other variable-income securities are specified as follows:
Market value Book value

Trading shares and unit shares:

Shares listed on Iceland Stock EXchange ..o 8,632,386 8,632,386
Listed foreign Shares ... 3,049,642 3,049,642
Listed foreign Unit Shares ... 651,822 651,822
Unlisted domestic shares and shares in saving banks ............ccccoccviiinicinnnnicniccccees 1,353,934
Unlisted foreign Shares ... 101,616
UNBSted UNIE SNATES ..ottt ettt 14,813
Total trading shares 13,804,213

The Bank has entered into forward contracts and swaps amounting to ISK 10.16 billion against its shares and other variable-

income securities.

The Bank owns 10.0% of the shares in Lifteeknisjédurinn hf. (Biotech fund), but controls 34.5% of the voting power in the

company. Shares in other unlisted companies are less than 5.0% of their stockholders’ equity.

MP Investment Bank ownes 49.0% shares in Hraunbjarg hf. which book value is ISK 147 million at year-end. The Banks share of

net profit of Hraunbjarg hf. during the year amounted to ISK 18 million.

MP Investment Bank ownes all shares in Orange International Investments UK Ltd., which book value is ISK 8 million at year-
end. The banks share of net profit of Orange International Investments UK Ltd. during the year amounted to ISK 8 million.
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34.

35.

36.

37.

38.

Notes

Other Assets
Property and equipment are specified as follows: Office
Real equipment

estate and fixtures Total
Total value 1.1.2005 ...ooiiioeeeeeeeeeeeeeeee e 68,538 29,758 98,296
Previosly depreciated ... ( 6,397 ) ( 26,156 ) ( 32,553)
Book value 1.1.2005 ..o 62,141 3,602 65,743
Revaluation reserve ........... 57,730 0 57,730
Additions during the year ...... 0 723 723
Depreciation during the year .. ( 1,371) ( 1,133) ( 2,504 )
Book value 31.12.2005  ...ooviieieeeeeeeeeee e 118,500 3,192 121,692
Total value 31.12.2005 ...veooeeoee et 126,268 30,481 156,749
Total depreciation 31.12.2005  ...c.cccceuimiiiiiieiiiiiicieiceeeceeceecee s ( 7,768 ) ( 27,289) ( 35,057)
Book value 31.12.2005  ...oovoeeeeeieeeeeeeeeeeeeeee e 118,500 3,192 121,692
Depreciaton 1atios ..o 2% 20-33%

The official real estate value of the real estate owned by the Bank is ISK 53 million and the insurance value of buildings is ISK 59
million.

Assets and Liabilities Index-linked or in Foreign Currencies
The total amount of indexed assets of the Group and Parent Company amounted to ISK 4.64 billion, and the total amount of
indexed liabilities amounted to ISK 3.45 billion at year-end.

The total amount of assets of the Group/Parent Company denominated in foreign currencies amounted to ISK 7.74 / 7.51 billion
at year end and the total amount of liabilities in foreign currencies amounted to ISK 7.74 / 7.51 billion. Among assets and

liabilities are forward contracts as shown in Note 47.

Amounts Owed to Credit Institutions

Amounts owed to credit institutions is specified as follows: 31/12/05 31/12/04
Amounts owed to the Central Bank ..........cccoooiiiiiioiieee e 487,637 2,569,436
Amounts owed to other credit INSHEULIONS ....c..ooviiviiiiiiie ettt 690,562 2,328
TOTAL oottt ettt ettt ettt ettt ettt ettt ettt ne 1,178,199 2,571,764

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

Borrowings
The Bank’s borrowings consist of amounts owed to credit institutions and listed bonds and notes whereof ISK 8.54 billion will
mature within one year. This amount includes loans amounting to ISK 2.26 billion that may be extended.
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Deferred Income Tax Liability

The change in the deferred income tax liability is specified as follows: 2005 2004
Deferred income tax liability at the beginning of the year ... 1,259 1,092
Income tax fOr the VAT ........cccooiiiiiiiiiiccce e 54,362 161,767
INCOME taX PAYADIE ... ( 34,631) ( 161,600 )
Deferred income tax liability at year end .........ccccooiiiiiiiii 20,990 1,259

The deferred income-tax liability is specified as follows:

Property and @qUIPMENT .......c.coiiiiiiiiiicccieie e 11,102 557
Other assets ....ocooveveeeeeceeeeeeeeeeeeeeee 9,888 702

Deferred income tax liability at year end ..........cccccoiiuiiiiiiiiiiciccce e 20,990 1,259

The corporate income tax rate in Iceland is 18.0% whereas the effective income tax rate in the Bank’s profit and loss account is
8.1%. The difference is specified as follows:

2005
Profit before INCOIME taAX .. ...iiv ittt 667,773
18.0% income tax calculated on the profit for the year ... 120,201 18.0%
Dividends received, exempt frOM taX ......ccoveueiiieiiiiiiriieiee e ( 2,091) ( 0.3% )
Tax asset due to merger with another COMPANY ........ccccvieiiiiiiiiciiiicccc e ( 74151) ( 11.1% )
Oher ChaNGES ..o 10,389 1.5%
Income tax according to income statemMent ........c..ccoeiiiiiiiiiiiiiiiiic 54,348 8.1%

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 1 billion. One vote is attached to each share of ISK 1 in the Bank. At the end of the year
the bank owned none no treasury shares. The share capital was increased by a nominal value of ISK 715 million during the year,
on the one hand due to stock option contracts to personnel and on the other hand due to sale on new shares with nominal value
of ISK 700 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 62 million at the price of ISK 180 million. The stock option
rate is between 1.75 to 4.00. The employees have accrued stock options amounting to a nominal value of ISK 6 million. The
Contracts can be applied during the years 2007 to 2009. No entries have been made in the Bank’s Profit and Loss Account due to
these stock option contracts.
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44.  Capital is specified as follows:

Notes

Share Share Statutory Revaluation Retained

capital premium reserve reserve earnings Total
Capital 1.1.2005 ................ 284,620 535,181 3,566 0 1,095,655 1,919,022
Sold new shares................ 715,000 185,000 900,000
Sold own shares .............. 13,980 160,768 174,748
Purcased own shares........ ( 13,600 ) ( 161,200 ) ( 174,800 )
Revaluation of real estate 57,730 57,730
Dividend paid .................. ( 142,992) ( 142,992)
Net profit for the year...... 613,425 613,425
Capital 31.12.2005 .......... 1,000,000 719,749 3,566 57,730 1,566,088 3,347,133

45.  Capital at year end amounts to ISK 3.35 billion which is 13.3% / 13.5% of the total assets in the Balance Sheet for the Group /
Parent. The capital adequacy ratio for the Group / Parent, which may not be lower than 8.0% according to Article 84 of the Act on

Financial Institutions, is 28.5% / 29.0%. The ratio is calculated as follows:

Group Parent
Weighted Weighted
value value
Risk base:
Risk base due to credit risk in items not included in the trading book ..........c.cccccccciiiinnan. 3,622,027 3,827,911
Risk base due to currency fluctuations ..............cccocoiieiiiiiiiiiicce e 293,233 293,233
Risk base due to position and counter-party risk in the trading book ................cccccoi. 5,521,544 5,154,233
RISK DASE, TOTAL ..ovieieiiieeeeee ettt ettt 9,436,804 9,275,377
Tier I capital:
ReCOTAed CaPILAL ...t 3,347,167 3,347,133
Tier II capital:
SUDOTAINATEA TOANS. ... et e et e e e e e e eaeeeae e 41,865 41,865
Ownership in other credit institutions ... ( 701,315 ) ( 701,324 )
TOtAl CAPIAL ... 2,687,717 2,687,674
Capital adequacy Tatio .........ccoevoiiiiiice e 28.5% 29.0%

Off-Balance Sheet Obligations
46.  The Bank has granted its customers guarantees amounting to ISK 3 million.
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47.  Derivatives, remaining maturity period of principal and book value are specified as follows:

Principal Book value
Over 3
Upto3 months
months up to 1 year Total Assets Liabilities
Foreign exchange rate contracts:
Forward exchange rate contracts ............ 2,745,898 113,475 2,859,373 12,165 5,121
Interest rate contracts:
SWaPS o 487,637 0 487,637 0 212,698
Securities contracts:

Securities contracts .........cccoceeeeeviecieeneens 6,780,159 4,114,655 10,894,814 151,112 481,813
Derivatives, total ........ccccoooviiiiiiiiicne, 10,013,694 4,228,130 14,241,824 163,277 699,632
The book value of derivatives contracts is specified by counter parties as follows: Assets Liabilities
Credit INSHEULIONS  ..vviieiiee ettt ettt et es e et e et et e e e e ete e s e enseseenteeaeeeseeneens 12,165 5,121
OFNET CUSEOIMIETIS .ottt ettt et e e e e aae et e e e e eaeesaeeeaeas 151,112 694,511
TOLAL .ttt 163,277 699,632

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 loans, interest and currency rate differential.
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