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Endorsement and Signatures of the Board of
Directors and Manager

The Annual Accounts for Frjalsi Investment Bank Ltd. and its subsidiary, Logfang Ltd., are prepared in accordance
with law and regulations on Annual Accounts of commercial banks, savings banks and other credit institutions.

According to the Profit and Loss Account the net operating income amounted to ISK 462 million. Equity, according
to the Balance Sheet, amounted to 1SK 2,237 million at the end of the year. The capital ratio of the Company,

calculated according to provision no. 10 of the law on Credit Institutions other than Commercial Banks and Savings
Banks, was 21.8%. Thisratio is not allowed to go below 8.0%. The Board of Directors does not propose a payment
of dividend in the year 2002. For other appropriations we refer to the Financial Statements.

Last year, the average number of employees was 36. Total salaries amounted to ISK 155 million and salary related
expenses amounted to ISK 23 million.

During the year Kaupthing Bank hf. acquired four of the bank’s subsidiaries, Verdbrefasjodurinn hf., Rekstrarfelag
Fjarvangs hf., /visodurinn hf and Lifvordur hf. with its asset management according to note 17. Kaupthing Bank
hf. also increased its ownership in the bank, and now holds 99.4% of the banks' stotal share capital.

Share capital was decreased by 1SK 122 million during year 2001 through the bank’s acquisition of share capital.
Frias Investment Bank’s share capital amounted to ISK 1,096 million at year-end. Shareholders at year-end 2001
numbered 49. At the end of the year, one shareholder owned more than 10.0% share in the Company, Kaupthing
Bank hf. which owned 99.4%.

As is known accounting principles applied by lcelandic companies have been different from those in our
neighbouring countries for the past 20 years with regards to calculating the effects of general price-level changes.
In the end of the year 2001 the Icelandic Parliament, Althingi, passed changes on the Annual Accounts Act which
aim to abolish accounting for the effects of general price-level changes in the next two years, thus making the
accounts of Icelandic companies in more conformity with international accounting principles. The Bank plans to
cease cal culating these changes in the year 2002 and aims to further adjust its accounting principles to international
standards. According to the Profit and Loss Account the Bank’s net profit amounted to ISK 461 million, but
without the effects of general price-level changes the net profit of the Bank would amount to ISK 596 million.

The Board of Directors and the Manager of Frjalsi Investment Bank hf. hereby confirm the Annual Accountsfor the
year 2001.

Reykjavik, 14 February 2002
Board of Directors

Sigurdur Einarsson
Chairman

Asgeir Solbergsson Fridrik Fridriksson

Geirmundur Kristinsson Gudmundur Hauksson

Manager

Kristinn Bjarnason
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Auditors Report

To the Board of Directors and Shareholders of Frjalsi Investment Bank.

We have examined the accompanying Consolidated Balance Sheet of Frjalsi Investment Bank as of 31 December 2001
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 Company’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 about whether the Annual Accounts are free of material
misstatements. An audit includes examining, on atest basis, evidence supporting the amounts and disclosuresin the
Annual Accounts. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall Annual Accounts presentation. We believe that our audit provides a
reasonable basisfor our opinion.

In our opinion the Annual Accounts give atrue and fair view of the financial position of Frjalsi Investment Bank as of
31 December 2001, and the results of its operation and its cash flows for the year then ended, in accordance with the
law and generally accepted accounting principlesin Iceland.

Reykjavik, 14 February 2002

Sigurdur Jonsson

KPMG Endurskodun hf.
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Profit and L oss Account for the Year 2001

Notes
Financial income:
Interest from credit iNSHTULIONS ...

Interest on 10ans ........ocveeeiveeeicesisecrenns
Interest on bonds

Financial expenses:
Interest to Credit INSHITULIONS .....c.cccvcvciececree e

INtErest 0N DOMTOWINGS ....cvvceeerererecirrecs et ssssss et ssssanns
Calculated inflation adjuStMmENt ..........cccvverrerrereee e 2

Other operating income:

Dividends from shares and other holdings ..., 32
Income from commissions and other service Charges ..........ococeveveceernennnns
Value adjustment of other financial operations ...........ccccovvevecnvenccenenenns 33

Other Operating iNCOME .......ccceiiceensesere e 17

Other operating expenses:

Salaries and related EXPENSES ..o 30
Other administrative expenses
DEPIECIALION ...vuverieieerierreet et 18

ProviSion fOr JOSSES......c.cciciicecee et 14

INCOMETEX .eueeeereirteisereieie ettt bbbttt 24
Decreasein liability dueto achangeintheincometax rate............cococeveviennnen, 24
NEEWOITN TEX ..o

Net €ar NINGS (I0SS) .......oovvvvvvviiisiseneeeesevesssssseseeesssss s sssssssssssssseenns 25

Annual Accounts of Frjalsi Investment Bank Ltd. 2001

2001 2000
248,826,543 39,102,768
1,712,851,269 1,144,880,452
173,796,852 46,048,155
2,135,474,664 1,230,040,375
564,805,696 397,940,943
1,055,597,219 620,508,565
161,757,500 43,966,644
1,782,160,415 1,062,506,152
353,314,249 167,534,223
563,476 45,604,836
47,154,853 307,070915
111,840,066 ) ( 80,670,718)
580,648,069 27,206,765
525,526,332 299,211,798
878,840,581 466,746,021
178,726,527 264,436,465
67,007,818 257,600,868
38,681,759 24,106,335
284,506,104 546,143,663
120,000,000 ) ( 120,000,000
474,334,476 ( 199,397,647 )
147,062,466 ) 33,465,670
152,611,570 0
18223780 ( 2,318,141)
461,659,800 ( 168,250,118 )

Amountsarein ISK thousands




Balance Sheet

Amounts due from credit ingtitutions:

Required deposits with the Central Bank ................
Amounts due from other credit institutions............

Loansto customers:

L 0aNS tO CUSIOMEN'S ......cccvvrerrrerereeereereeereeseesenenes
Mortgages foreclosed .........ceerneemnernencrnencrnenns

Bonds and sharesin other companies:

Bonds and other fixed income securities..................
Shares and other variable yield securities................
Shares in associated COMpPanies ........cccoveveerereceenne

Other assets:

Annual Accounts of Frjalsi Investment Bank Ltd. 2001

ASsets

Notes

Total assets

2001 2000
244,120,796 158,451,999
1,003,926,848 945,297,840
1,248,047,644 1,103,749,839
11,124,744,468 9,452,439,106
35,908,135 12,167,794
11,160,652,603 9,464,606,900
3,381,114,352 821,202,359
3,426,700 2,824,225,910
5,957,736 30,109,926
3,390,498,788 3,675,538,195
408,595,729 404,448,997
61,922,193 32,447,849
470,517,922 436,896,846
16,269,716,957 14,680,791,780

Amountsarein ISK thousands




31 December 2001

Amounts owed to credit ingtitutions

BOrrowings ......ocococcoeeeevvvcissennennns

Other liabilities:

Sundry liabilitieS.......ceveveeverrercrrecrreene

Liabilities and equity

Notes

Provison for deferred incometax liability ..........coooeereevivvnnnnns 24

Equity:

Share capital .......cccoceevevvevceneeeceieninas
Sharepremium ........ccccveveveveveeeennn.

Revaluation reserve

Statutory reserve ......vvvverenenes
Retained earnings ........cccccoceveevereseenen.

Off-Balance Sheet items:

Obligations ........coouerrerernereererrererreerreeene
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Equity 25-27

Total liabilitiesand equity

2001 2000
6,964,739,069 6,426,893,458
6,785,662,363 5,436,538,622

53,544,792 527,870,370
228,916,974 216,970,750
1,096,702,168 1,215,419,015
142,444,968 290,074,665
60,404,523 123,999,019
131,730,574 143,920,154
805,571,526 299,105,727
2,236,853,759 2,072,518,580
16,269,716,957 14,680,791,780

Amountsarein ISK thousands




Statement of Cash Flowsfor the Year 2001

Notes
Cash flows from operations:
NEL €ArNINGS (I0SS) ...uvuvecrerieieieeeeee et snnenes 25
Difference between net earnings and cash from operations;
GaiN 0N SAl€ Of BSSELS ....cucereeereiiieie e
ProvisSion fOF IOSSES ......ccviereiirieinieineie et 14
INCOMETAX ..o 24

Other items

Changesin assets and [1abilities..........ccoovveeeeeccce e
Net cash provided by operating activities

Cash flows from investing activities:

Time deposits with the Central BankK...........ccccevveeecnineneeeesensessessssesnesenens
Other time deposits with credit iNStitUtioNs...........ccccceeveveceesesece e,
L oans to customers, changes ........
Trading bonds, changes..................
Trading securities, changes ...........
Investment securities, changes
Investment in shares in other COMPANIes..........cccverernnereseneeneesseeeeen: 17
[NVESEMENE iN FIXEH BSSELS ....eeuceeeceeeeieieeeir et 18
Proceeds from sale of fixed assets

Net cash used in investing activities

Cash flows from financing activities:

Amounts owed to credit institutions, Changes ..........cccevveeeevveressvenenenen,
BOrroWiNgs, CRaNQES ........coveerereeeersecsis e ssessssssssessssessessssseens
Dividend paid
Treasury stock, bought

Net cash provided by financing activities

(DeCrease) iNCreasein CaSN ...
Cash and cash equivalentsat beginning of year .............ccooeeeeee
Cash and cash equivalentsat end of year ... 5

Other information:

Dividends rECEIVEA ..ottt ssssseens
FgTore] 0 gT= e Q= o O
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A~~~

(

2001 2000
461,659,800 ( 168,250,118)
562,504,060 ) 0
120,000,000 120,000,000
11,946224 ( 44,406,276)
203,896,515 102,346,134
191,991,589 ) 279,812,708
43,006,890 289,502,448
85,668,797 ) ( 28,009,663 )
431,0185524 ) ( 199,153,333)

2127,854,036) (  1,445377,558)

2,559,911,993) ( 608,702,817)

2487952945 (  1,818981,591)
332,915,543 600,796,400
586,586,972 ( 2,446,891)
21,735822) ( 358,277,124)
9,183,000 0

1,809550,712) ( 3,860,152,568)
537,845,611 3,698,266,493

1,349,123, 741 262,434,388

0 ( 133,214,000)

492:815045) ( 16,150,547

1,394,154,307 3,811,336,334

372,389,515 ) 240,686,214
445,297,839 204,611,625
72,908,324 445,297,839

563476 45724514
2,318,141 0

Amountsarein ISK thousands




Notesto Annual Accounts

Summary of accounting principles

L The Consolidated Annual Accounts of Frjalsi Investment Bank and its subsidiary, Logfang Ltd., are prepared in
accordance with law and regulations on Annual Accounts of Commercial Banks, Savings Banks and other Credit
Institutions. The Annual Accounts have been prepared in accordance with the same accounting principles as for
the previous year. Inthe Consolidated Annual Accounts intercompany balances and transactions for the included
subsidiary are eliminated. At year-end 2001 the subsidiaries were two, but only Logfang Ltd. is included in the
Consolidated Annual Accounts. The operation of Fjolthjodastjodurinn Ltd. isinsignificant and thereforeit isnot a
part of the Consolidated Annual Accounts.

2. The effect of general price level changes on the operation and financial position is calculated and included in the
Annual Accounts based on the increase in the Official Consumer Price Index within the year, which increased by
8.6%.

The net book value of operating assets previously re-valued to year-end 2000 has been further re-valued to year-end
2001. The effects of general price level changes on assets and liabilities have been calculated and entered as
expenses amounting to ISK 162 million. As aresult of these price-level changes, amounts in the Balance Sheet are
presented at year-end price level and the operating results at the average price-level during the year.

The revaluation of assets and the calculated inflation adjustment has been posted to the reval uation reserve account
in the Balance Sheet, as shown in note 25.

3. The Bank’s securities are partly presented as trading securities and partly as investment securities. Investment
securities are those that by aformal decision will be held for more than one year, but other securities are categorized
astrading securities.

The valuation of investment bonds is based on the yield at the time of purchase. Unlisted trading securities are valued
at theinflationary adjusted purchase price or at year-end market price, which ever islower.

4, The Bank holds shares in one associated companies and those shares are presented at a value corresponding to the
Bank’s sharein their equity.

5. Cash and cash equivalents in the Statement of Cash Flows consist of demand deposits with the Central Bank and
demand deposits with other credit institutions. Cash and cash equivalents amount to ISK 73 million at year-end.

6. The deferred income tax liability at the end of 2001 is calculated and entered in the Balance Sheet. The calculation is
based on the difference between Balance Sheet items as presented in the tax report on the one hand, and in the Annual
Accounts on the other. This difference is due to the fact that tax assessments are based on rules which differ from
those governing the Annual Accounts. The income tax rate is 30.0% for the year 2001, but 18.0% from the year 2002,
according to an Act passed by the Icelandic parliament, Althingi, at the end of the year 2001.

Annual Accounts of Frjalsi Investment Bank Ltd. 2001 Amountsarein I1SK thousands




Notes cont.:

Amounts due from credit ingtitutions

7.

Amounts due from credit institutions:

Required deposits with the Central Bank according to regulation..............ccccccevviveneee,

Amounts due from other credit institutions:
ASSOCIALEA COMPANIES .....vverrerieiririerietsesss st sessssses s sss e ssss s s s s sessssssssesesssnssnsens
(1 0= TR

Amounts due from other credit institutions mature as follows:

ON ABMBNG ..ottt bbb bbb
Up to 3 months
Over 1year and UP L0 5 YEAIS ....c.cuvvvvveeerereseeresesee s esesessss s ssesessssssessssssssssesssnsens

Loansto customers

10.

11.

Loans to customers specified by types of loans:

BillSOf EXChANGE ...
BONAS ..ottt

L oans to customers specified by sectors:

Business enterprises:
COMMEICE ANA SEIVICES ...t esi st ses bbb bbbt
Fishing industry and agriculture
10 [0S0 A= 0 I eT] 1 = o () TR
0 Y AT 0= T

Loansto customers specified by maturity:

ON ABMBNG ... et
Upto 3 months .......cceveevvenvcenirenes

Over 3 months and up to ayear
Over 1year andupto 5 years.........
OVEI S YBAS ..ot
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2001 2000
244,121 158,452
931,01€ 500,000

72,90¢ 445,298
1,003,92¢ 945,298
72,908 445,298
931,018 0
0 500,000
1,003,926 945,298
10,463 37,617
6,579,420 7,181,700
4,534,861 2233122
11,124,744 9,452,439
25.2% 21.3%
11.1% 4.8%
13.1% 7.9%
50.6% 66.0%
100.0% 100.0%
158,98¢: 163,370
878,555 1,598,685
2,684,50C 1,279,349
3,947,205 3,146,888
3,455,501 3,264,147
11,124,744 9,452,439

Amountsarein ISK thousands
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Notes cont.:

12.  Thebank has redeemed assets on foreclosed mortgages. Foreclosed mortgages are valued at estimated market prices
and are specified as follows:

2001 2000
OPEIALiNG @SSELS .....cevrieerierestirestrressrsese e ses s bbb neaeens 14,36C 6,290
BUITAINGS ..ottt sttt st 2154¢ 5,878
TOLBL bbb 35,90¢ 12,168

13.  Non-performing loans are specified as follows:

Loanswith aspecific provisSion fOr [OSSES........cocveneeccererece e 109,99¢ 137,692
SPeCIfic ProviSION fOr [OSSES .......cvveceereccerses e 95,951) ( 126,024)
Other NON-PErforMiNg l0ANS.........cc e sanens 79,431 50,958
Non-performing 08NS, tOLAl ..........c.occreeerierirrre e 93,48 62,626

14.  Provision for losses on the loan portfolio is made to meet the risk attached to lending operations. Theloss provisionis
based on estimation and does not represent a final write-off. In addition to the required contribution, certain risk
factors are evaluated to determine the total contribution for this purpose. First 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, has not been entered as
income. The provision has been deducted from the appropriate Balance Sheet items. The changesin the provision are

asfollows:
Provision for losses 2001 2000
Specific Generd Total Total
Balance on 1 January 2001 .......cccoeveneereeerenereenene. 126,024 117,023 243,046 257,206
Provision for losses over theyear ..............c........ 73,506 46,494 120,000 120,000
Actual losses during theyear .......ocooeevvevinnns ( 103,579) ( 103,579) ( 134,160)
Baance on 31 December 2001 95,951 163517 259,468 243,046

Provision for losses on the loan portfolio as a percentage of loans and issued
QUAINBINEEES ...ttt bbbttt sttt s et es 2.3% 21%

Bonds and sharesin other companies

15.  Bonds and other fixed income securities specify asfollows:

Market value Book value
Investing bonds:
Listed on the Iceland Stock EXChaNGE ........cccuviicicinisecseesece et 3,395,150 3,381,114

The Bank has entered into swaps with associated companies amounting to I1SK 3,381 million against its bonds. The
agreements are entered at market value. These bonds are issued by public bodies and mature within ayear.

16.  Sharesand other variable-yield securities specify asfollows:

Book value
Unlisted trading SECUNTIES ......c.vevierieerecere e 3,357
Annual Accounts of Frjalsi Investment Bank Ltd. 2001 Amountsarein I1SK thousands
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Notes, cont.:

17.  During the year the bank sold four of its subsidiaries, Verdbrefasodurinn Ltd., Rekstarfelag Fjarvangs Ltd.,
Avigiodurinn Ltd. and Lifvordur Ltd., as well as the asset management. The payment consisted of shares in
Kaupthing Bank hf. at a nominal value of 1SK 40 million. Proceeds from sale of the subsidiaries amounted to ISK
563 million as the selling price was | SK 608 million.

The bank has invested in shares in one associated company. These shares are unlisted. Shares in this company
are presented at a value corresponding to the bank’ s share in their equity and is specified as follow:

Nominal
Ownership Profit share value Book value
Fjolthjodasjodurinn Ltd., Reykjavik ........ccc......... 100.0% 0 4,000 5,958
Other assets
18.  Fixed assets, revaluation and depreciation are as follows:;
Fixtures,
equipment
Real estate and vehicles Total
Total VAluE L.1.2001........c.coeereereereinsennenssneseessessssssssssssssssssssssssessessssssnns 306,024 180,404 486,428
Revaluation during the year 26,980 15,23¢ 42,216
Addition during the year ................. 9,813 11,92¢ 21,736
Disposals during the YEaI ........ccvvcvevereirrreresee s esesssesesessenens 0 ( 80,34%) ( 80,343)
Total VAlUE 31.12.2001 .......cvereeereereeneeneieesesesssessssssssssssssssssessesssssssnnes 342,817 127,22 470,037
Previously depreCiated ... sssseseenns 3174 78,80E 81,979
Revaluation during the year 43 7,93¢ 8,481
Depreciation during the year 6,530 32,152 38,682
Disposals during the YEAI ... 0 ( 67,701) ( 67,701)
Total depreciation 31.12.2001 ........cccccevureveerrereeresireseeessessesseseseenns 10,247 51,194 61,441
Book value 31.12.2001 ..ottt 332,570 76,02¢ 408,596
Annual depreCiation ratio .........ccvvcveiverereenerese s sseseseeens 2% 15-20%

On 31 December 2001 the official value of buildingswas ISK 201 million and I1SK 18 million for land or atotal of I1SK
219 million. The insurance vauation of the buildings amounted to ISK 291 million at the end of 2001. Insurance
value of the machinery and equipment amounted to ISK 55 million at the sametime.

Balances with associated companies

19.  Specification of balances with associated companies and subsidiaries:

Assets:
Loans to credit institutions 931,019
Interest rate swaps 3,381,114
S £ (0] - U 4,312,133
Liabilities:
Amounts owed tO Credit INSHITULIONS ........c.ccceuieeei sttt ses et st sssr st s st be s snna 249,328
Forward contracts 13,783
(I o TR (L= (o= 263,111
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Notes, cont.:

Assets and liabilitiesindex linked or in foreign currency

20. The total amount of indexed assetsis | SK 6,109 million and the total amount of indexed liabilitiesis ISK 6,372 million

at year-end.

21.  Thetotal amount of assetsin foreign currenciesin the Annual Account is1SK 4,358 million, and the total amount of
liabilities amounted to 1SK 4,389 million at year-end. Included in assets and liabilities are forward contracts and

currency and interest rate swaps, see note 28.

Amounts owed to credit ingitutions

22.  Liabilities owed to credit institutions mature as follows: 2001 2000
L0 0 0TI 0 270 011 TSR 4,827,489 2,203,147
Over 3months and UP 10 AYEAN ......ccceveereerrererireseseees st ssssss s sssssessssssssesssssnsnns 630,310 500,000
Over 1 year and UP L0 5 YEAIS .....c.vuvererereereereresestsesesssesesesss e s sessssssessssssssessssssssssenssnsnns 1,387,101 3,723,746
OVED 5 YEBAS ..ottt ettt 119,839 0
TOLI ettt At 6,964,739 6,426,893

Borrowings

23.  Borrowings are specified asfollows:
BONAS ISSUEH .....vreeieeircee ettt ses s sttt st st eensnenas 6,620,698 5,308,417
OEhEr DOITOWINGS ..ot 164,964 128,121
TOLBL bbb 6,785,662 5,436,538
Borrowings that mature within ayear amount to I SK 686 million.

Deferred income tax liability

24.  Deferred incometax liability is specified asfollows:
Provision for deferred income tax liability at the beginning of 2001 ........cccooeeevvccenseseesreee s 216,971
10 L= 1= 1= OO 18,681
Calculated incometax fOr 2001 .......cveureerecereneerereeseeesi e sese s sesseaees 147.062
Income tax because of 2001 to be paid in the year 2002............ccveerienesneeee e 1.186)
Deferred income tax liability according to applicabletaX rate ........ccocvveveeveccceinescce s 381.528
Decrease in the liability due to achange in theincome tax rate from 30.0% to 18.0% 152,611)
Provision for deferred income tax liability at the end of 2001...........cccoovreeerrerrneirncsersesee s 228917
Incometax in the Profit and L oss Account is specified as follows:
Calculated INCOMEAX FOF 2001 ......cuiierieireeireieereieeee e bbb bbb 147.062
Decrease in the liability due to achange in theincome tax rate from 30.0% to 18.0% 152.611)
Incometax inthe Profit and LOSS ACCOUNT ..........ccccuriiccinerecce et naes 5.549)
The deferred income tax liability is specified asfollows:
Deferred gain 0N SAl€ O @SSELS........cooiiiiiicee et 135.822
FIXEO @SSEES ...ttt ettt a s s e bbb £ e s s e s bbb s e b st et es 93.095
Provision for deferred income tax liability at the end of 2001 ..........cccovrveerrenrsennere s 228917

Annual Accounts of Frjalsi Investment Bank Ltd. 2001 Amountsarein I1SK thousands
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Notes, cont.:

Equity

25.  Changesin equity are asfollows:

Share Share Revaluation  Statutory  Retained

capital premiur reserve reserve  earnings Total
Equity 1.1.2001 ......ccoverenrrrerereeerenes 1,215,419 290,075 123,999 143,920 299106 2,072,519
Treasury stock, bought ................. ( 118717)( 147,630) ( 214278) ( 12,190) ( 492815)
Revaluation of assets ........c.ccceeee. 33,733 33,733
Calculated inflation adjustment .... 161,757 161,757
Net €arnings .....oocoeeveevevereerrerereeeenns 461,660 461,660
Revaluation of retained earnings . ( 44.806) ( 44,806 0
Equity 31.12.2001 ......cccovvrvrrrrerienes 1,096,702 142,445 60,405 131,730 805572 2,236,854

According to the Bank’ s Articles of Association, total Share Capital amountsto ISK 1,215 million. At year-end 2001
own shares amounted to |SK 122 million and Share Capital, according to the Balance Sheet, amounted to ISK 1,097
million. During the year the bank sold Share Capital amounting to I1SK 3 million and acquired Share Capital
amounting to 1SK 122 million. The reason for the aquirement is the high capital ratio in respect to the Balance
Sheet.

26. TheBank’s equity at year-end amountsto ISK 2,237 million, equivalent to 13.7% of total assets. The capital ratio of
the bank, according to provision no. 10 in the law on Credit Institutions other than Commercial Banks and Savings
Banks, is21.8%. According to thelaw thisratio is not allowed to go below 8.0%. Theratio is calculated as follows:

Book value Weighted value
2001 2000
Risk base:

Assetsrecorded in the Annual ACCOUNtS ........cccoveeverrereseeeerenenes 16,269,717 10,222,122 12,932,923

Assets subtracted from capital ... ( 292,748)

Guarantees and other items not included in the Balance Sheet .. 9,273,449 26,950 1,937,451

RiSK D8SE, tO1al ....cvveceieieeeiere st 10,249,072 14,577,626
Capita:

LS w00 [=0 =0 0 TP 2,236,854 2072519
Investment in credit institutions and subordinated loans 0 ( 292,748)
QL0 2= =0 0 O 2,236,854 1,779,771
(0o - 1o RPN 21.8% 12.2%

27.  The Bank’s equity at the beginning of 2001 amounted to 1SK 2,072 million, which equals ISK 2,251 million at year-
end, when taking into account a 8.6% increase in the general price level during the year. According to the Balance
Sheet, the equity amounted to ISK 2,236 million or I1SK 14 million lower than at the beginning of the year when
compared at the 31 December 2001 pricelevel. The changes are specified asfollows:

According to
Annual At year-end

Accounts price level
EQUITY 1.1.200L ....oovuereeireeeieeeeeesesessees et 2,072)519 2,250,963
Treasury stock, bought ( 492,815) ( 494,822)
NEL BAMINGS ...veeeeeireeereie e s e 461,660 480,713
Reval uation of assets and cal culated inflation adjustment 195,490
EQUItY 31.12.2001 ......ceeueeiaeereneereeeeseeeeeesessesessesessiseas b sess s ses bbb enans 2,236,854 2,236,854
Annual Accounts of Frjalsi Investment Bank Ltd. 2001 Amountsarein I1SK thousands




Notes, cont.:

Obligations

28.  The Bank has entered into currency and interest rate contracts with its customers. These agreements are specified

asfollows:
2001 2000
Currency and interest rate contracts:
ASSEES TN TSK et bbb e 4,838,328 99,025
ASSELSIN FOrEigN CUMTENCIES .....coveereeereeeceereseesee st ssessesesssessssesssnsns 1,455,869 1,725,637
Li@bilItIES IN ISK oottt ssssssssseessssenssesssssessssnsens 3,381,114 0
Liabilitiesin fOreign CUMTENCIES ........cocceieeenieeeiieeereee e nenaens 2,916,252 431,612

The objective of the above mentioned agreementsis to control currency and interest rate risk of the bank. The credit
risk isvalued at 1SK 135 million when calculating the capital ratio of the bank.

Per sonn€l

29.  Thetotal number of employeesisasfollows:

2001 2000
Average number of employees during the year measured asfull time ..., 3k 55
Full time equivalent positions at Year-end ..........cocceveeiveneceinsese e eneens 2 64

30. Salariesand related expenses are specified as follows:
S - =TT 155,44¢€ 225,278
Salary relaled EXPENSES ... 23,28C 31,039
178,72¢ 256,317

3l. Sadariespaidto the Board of Directors and to three Managers amounted to | SK 30 million during the year.

Specifications

32.  Dividendsfrom shares and other holdings:

Dividend on tradings shares and investment Shares ..., 562 45,725
Profit sharein net earnings of associated COMPANIES .........ccveereerrienieeenseeeseseerneens C ( 120)
TOLBI ettt bbb 562 45,605
33.  Vaueadjustment of other financial operations:
Tra0iNG SECUNTIES .....cuveeieeeieeeet et ( 141,79%€) 12,630
Trading DONGS ... 19,01€ ( 35,249)
Asset and liabilitiesin foreign currencies 10,94C ( 58,079)
TOLBI ettt bbb ( 111,84C) ( 80,698)
Annual Accounts of Frjalsi Investment Bank Ltd. 2001 Amountsarein I1SK thousands




