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Endorsement and Signatures of the Board
of Directors and the CEO

The condensed consolidated interim financial statements of Milestone ehf. for the period from 1 January to
30 June 2008 have been prepared in accordance with International Financial Reporting Standard (IFRS) for
Interim Financial Statements (IAS 34). The interim financial statements comprise the condensed
consolidated interim financial statements of Milestone ehf. and its subsidiaries.

According to the consolidated income statement, loss for the period amounted to ISK 34,974 million.

According to the consolidated balance sheet, equity at the end of the period amounted to ISK 54,536
million, including share capital in the amount of ISK 2,758 million.

The Board of Directors decided unanimously not to have an impairment test performed on certain assets
relating to the acquisition of Invik (now Moderna) in the second quarter of 2008. The argument of the
Board of Directors is based on the assumption that market value of the assets will be confirmed in a private

placement scheduled in the fall of 2008 and re-affirmed upon listing of Moderna on NASDAQ OMX Stock
Exchange in Stockholm which is scheduled in 2009.

The Board of Directors and the CEO of Milestone ehf. hereby confirm the Company's consolidated interim
financial statements for the period from 1 January to 30 June 2008 by means of their signatures.

Reykjavik, 29 August 2008

The Board of Directors:

V Z/Lz/f//cw //[ L “////

CEO:

A
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Independent Auditors’ Review Report

To the Board of directors of Milestone ehf.

We have reviewed the accompanying condensed consolidated interim financial statements of Milestone ehf.,
which comprise the consolidated balance sheet as at 30 June 2008, and the consolidated income statement,
statement of changes in equity and cash flow statements for the six-month period then ended, and a summary of
significant accounting policies and other explanatory notes. Management is responsible for the preparation and
fair presentation of this interim financial information in accordance with International Financial Reporting
Standards as adopted by the EU. Our responsibility is to express a conclusion on this interim financial
information based on our review.

Scope of Review

Except as explained in the following paragraph, we conducted our review in accordance with International
Standard on Review Engagements 2410, "Review of Interim Financial information Performed by the
Independent Auditor of the Entity". A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International
Standard on Auditing and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be indentified in an audit. Accordingly, we do not espress an audit opinion.

Impairment test of former Invik entities has not been made available to us during our work in accordance with
IAS 36 as of 30 June 2008. Therefore the scope of our work was not sufficient to enable us to express an
unrestricted conclusion on the intangible assets related to these entities.

Conclusion

Based on our review performed and except for the effects on the consolidated financial information of the matters
referred to in the preceding paragraph, nothing has come to our attention that causes us to believe that the
accompanying interim financial information does not give a true and fair view of the financial position of the
group as at 30 June 2008 and of its financial performance and its cash flows for the six-month period then ended
in accordance with International Financial Reporting Standards as adopted by the EU.

Reykjavik, 29 August 2008

KPMG hf.

C%QQQ.:\& | ,
/%/(7 uj CJ/(/LQZAU nr olp Mo
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Consolidated Income Statement for the period from
1 January to 30 June 2008

2008 2007
Notes 1.1.-30.6. 1.1.-30.6.
INSUFANCE PrEMIUM ...veveiviieeiie e sies e ste et e e re e a e se e sre e e ee e nre e s 8 12.059 4.816
Net (loss) income from securities and derivatives ..........c.ccccoeevervneinienn 9 ( 9.355) 29.846
Net (10sS) iINCOmMe from @SSOCIALES .......ceevvveiuereeiieiesee e e 20 ( 11.430) 1.445
Fee and COMMISSION ......cveiiieieieiee et 4.234 496
INTEIESE INCOME ...ttt 3.569 2.661
Sale 0f g0OdS AN SEIVICES ....ovevviiiicieieere e e 0 2.858
OFNEE FEVENUE ...ttt bbbttt aneas 10 1.845 1.096
TOLAl FEVENUE ..vovvviicieee et 922 43.218
INSUFANCE ClAIMS ....vviiviiiecic sttt ebe bbb ere s 11 ( 9.274) ( 4.067)
Fee and COMMISSION EXPENSES ......cuverierieierieieieie e stesie e seeseeseeseeseeseeseeseeens ( 935) ( 77)
Operating INtEreSt EXPENSES ....ecvveiveererirerieeiesteeste e e sreebe e sre e e e e sreeeeeree e ( 3.335) ( 487)
Depreciation, amortization, Write-dOWN .........c.cccoverererenerenere e ( 7.483) ( 673)
OPEratiNg EXPENSES ....vveveeverieerieeieseesee e seesaestessaestaesteaseesseesreaaesseeseeeseens 12,13 ( 6.007) ( 3.282)
CoSt OF GOOUS SOI ..o e 0 ( 2.019)
TOLAl EXPENSES .....vevvveveeeeceeeeectce e et ee ettt et sttt ettt s s st eresese s s e ( 27.034) ( 10.605)
(Loss) profit before financial eXPenses ... ( 26.112) 32.613
INTEIESE INCOME ...ttt 856 0
INEEIESE EXPENSES ..vvvveiieieetiesiee e e e s ee e et e s e te et e st e teeaesra e teeaesreesreenaenreas ( 7.375) ( 3.381)
Net foreign exchange (10SS) Qain ........cccceveeieiiieiieeie s ( 6.634) 3.558
Total finanCial EXPENSES .......cevviviiieeieriiieereier s ( 13.153) 177
(Loss) profit before inCOME taX ......coveeverrieiieeeee e ( 39.265) 32.790
INCOME TAX ... 4291 ( 5.626)
(Loss) profit for the period ..., ( 34.974) 27.164
Attributable to:
Equity holders of the parent ..o ( 34.590) 27.006
MINOFIty INTEIESt ........cccooiiiiiiiici ( 384) 158
(Loss) profit for the Period ..., ( 34.974) 27.164
Basic (loss) earnings per share (ISK) ..o ( 12,54) 9,87
Diluted (loss) earnings per share (ISK) .....ccccceeevvevieviesieninniese e e ( 12,54) 9,87

The notes on pages 9 to 21 are an integral part of these consolidated interim financial statements.
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Consolidated Interim Balance Sheet as at 30 June 2008

Notes 30.6.2008 31.12.2007

Assets:
Cash and cash eqUIVAIENLS .........cccovieiereie e 47.005 45.654
S T=To1 0 1 (=T 14 44.141 39.029
DEIIVALIVES .ottt ettt e st ate e s s ebb e e e s ebb e e s sbee e sanes 15 2.025 1.627
Trade, receivables and Other aSSetS .........ccccvvvvveeeiiiiee e 16 19.300 18.467
LLOBNS ..ttt ettt et sttt b e et e e e e b e e et e e st e e b e e e b e s b e e srae e 17,18 102.681 63.040
RESIIICIEA CASN ... 405 707
SECUNLIES = UNIE TINK weeiiieiiiici et 95.847 66.676
REINSUIANCE ASSELS .....vvviiiiiriie sttt e s s e e s e sabe e e s sabae s 23 6.807 4117
INVESEMENT PrOPEITIES ...oveeveee et 19 63.699 48.243
INVESTMENTS 1N ASSOCIALES ....vvvviiviieieirii ettt erbe e e 20 19.555 9.888
(@] o ToT = [0 [ 1) RS 1.099 4.135
INtANGIDIE @SSELS ... s 21 105.187 88.312
DEFErTed tAX ASSELS ..eiiiviiiiceii ittt e s sra e srreas 4,770 1.732
Total assets 512.521 391.627

Equity:
Share Capital ........ccvviieiccce 2.758 2.758
SHAre PreMIUM ..o 6.970 6.970
TranSIAtION FESEIVE ......vviiiieeie et 22.552 292
Retained €arNINGS .....c.coveiieieeieeiese e ae e e e e 19.229 55.819
Total equity attributable to equity holders of the parent 51.509 65.839
MINOFIEY INEEFEST ... e 3.027 3.674
Total equity 54.536 69.513

Liabilities:

DBIIVALIVES ...ttt ettt e e e et s et e e s ettt e s et e s e e e e s erbeeesareeeernes 15 5.996 1.722
Liabilities t0 @SSOCIALES ....veeeiveeeeeceeie ettt et e st e e s e e reaeessranese 20 4914 0
Trade and other PAYADIES ..o 22 26.103 16.852
INSUFANCE CONEIACES ..ooeieieeeeeeeeeee bbb e e e e e e e eeeeeeees 23 60.271 46.620
Insurance Contracts = UNIE HNK .....ooovieiiieeee ettt 97.158 68.023
Deposits from the CUSTOMENS .......cociririiiiiireeeese s 24 80.871 59.480
Borrowings related to investment properties .........cocoovevveneienercneneennens 25,26 50.425 36.991
(O] 10T gl oo 1 £ 1Y o 27,28 124.733 86.761
U oToT o [T =Y (<o I (o= Vg 29,30 1.888 648
Deferred income tax liability ........cccooevevenii i 5.626 5.017
Total liabilities 457.985 322.114
Total equity and liabilities 512.521 391.627

The notes on pages 9 to 21 are an integral part of these consolidated interim financial statements.
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Consolidated Interim Statement of Changes in Equity for the period from 1 January to

30 June 2008
Share Share Translation Retained Equity holders Minority Total
capital premium reserve earnings  of the Parent interest equity
2008
Equity as at 1.1.2008 .......cccovvviereivrerineneeneesieens 2.758 6.970 292 55.819 65.839 3.674 69.513
Translation difference ..........ccccocovniinicienn, 22.260 22.260 22.260
Loss for the period ..........ccccovevvvieviiecece e, ( 34.590) ( 34.590) ( 384) ( 34.974)
Total recognised profit for the period ....................... 22.260 ( 34.590) ( 12.330) ( 384) ( 12.714)
DIVIAENTS ....voviiiiiciiereee e ( 2.000) ( 2.000) ( 2.000)
Change in minority interest ...........ccceevevievivevivniennens 0 ( 263) ( 263)
Equity as at 30.6.2008 ..........ccccoveiererinieneeneesee 2.758 6.970 22.552 19.229 51.509 3.027 54.536
2007
Equity as at 1.1. 2007 .....ccccervvieneieierieenee e 2.714 6.014 0 34.855 43.583 144 43.727
Translation differences .........cccocovvvvevieiccce e, 114) ( 114) ( 114)
Profit for the period ..o, 27.006 27.006 158 27.164
Total recognised profit for the period ....................... 114) 27.006 26.892 158 27.050
Issued share capital ...........ccccovvvverieveiicse e 44 956 1.000 1.000
DIVIAENTS ....voviiiiiciieesee e ( 300) ( 300) ( 300)
Change in minority interest ...........cccoovevivvveiveiennens 0 2.597 2.597
Equity as at 30.6.2007 ........ccccecereivrerieenieeseese s 2.758 6.970 114) 61.561 71.175 2.899 74.074

The notes on pages 9 to 21 are an integral part of these consolidated interim financial statements.
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Consolidated Statement of Cash Flows for the
period 1 January - 30 June 2008

Notes 2008 2007
1.1.-30.6. 1.1.-30.6.

Net cash provided by operating activities ...........cccccovevereveieiesenenns 18.800 105.843
Net cash used in investing activities ..........ccccccecvvievivcciiie e, ( 44663) ( 56.859)
Net cash provided by financing activities ..........c.ccccvvevviveiecccincenenn, 23.204 1.563
(Decrease) increase in cash and cash equivalents ............ ( 2659) 50.547
Effect of exchange rate fluctuations on cash held ........... 4010 ( 651)
Cash and cash equivalents at 1 January ..........cccooeeene. 45.654 5.475
Cash and cash equivalents at the end of the period ....... 47.005 55.371

The notes on pages 9 to 21 are an integral part of these consolidated interim financial statements.
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Notes to the Interim Consolidated Financial Statements

1. Reporting Entity

Milestone ehf. (the parent) is a company incorporated and domiciled in Iceland. Milestone ehf.'s
registered office is at Sudurlandsbraut 12 in Reykjavik, Iceland. The condensed consolidated interim
financial statements for the period January 1 to June 30 2008 comprise Milestone ehf. (the parent) and
its subsidiaries, together referred to as the “Group”. Milestone ehf. is a holding company and has
listed bonds on the Icelandic Stock Exchange.

2. Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance with
International Financial Reporting Standard IAS 34, Interim Financial Reporting, as adopted by EU.
They do not include all of the information required for a complete set of consolidated annual financial
statements, and should be read in conjunction with the consolidated financial statements as at and for
the year ended 31 December 2007.

3. Basis of preparation

The accounting policies and methods of computation applied by the Company in these condensed
interim consolidated financial statements are the same as those applied by the Company in its
consolidated financial statements as at and for the year ended 31 December 2007. The consolidated
financial statements for the Group as at and for the year ended 31 December 2007 are available upon
request from the Company's registered office at Sudurlandsbraut 12, Reykjavik or at
www.milestone.is or at The Nordic Stock Exchange website, www.omxnordicexchange.com.

The condensed interim consolidated financial statements are prepared in Icelandic kronas, which is
the Company's functional currency, rounded to the nearest million. They are prepared on the
historical cost basis except that securities and derivative financial instruments are stated at their fair
value.

4. Use of estimates and judgements

The preparation of the Interim Consolidated Financial Statements in accordance with IFRS requires
management to make judgements, estimates and assumptions. These judgements, estimates and
assumptions affect the reported amounts of assets and liabilities, as well as, income and expenses. The
estimates and underlying assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the results of which form the basis of making
the judgements about carrying values of assets and liabilities that are not readily apparent from other
sources. Actual outcome can later to some extend differ from the estimates and assumptions made.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods
affected.

Interim Financial Statements of Milestone ehf. 30 June 2008 Amounts are in ISK million




Notes, contd.:

Changes within the Group

5. Milestone Group sold it's retail business during the period by selling it's shares in Lyf and heilsa hf. and Kcaj Ltd.
The main effects of this on the condensed consolidated interim financial statements is that total assets decrease of
ISK 12,500 million and total liabilites decreases of ISK 7,500 million. The effect on the profit/loss in the income
statement are insignificant.

In the beginning of January 2008 Milestone acquired 75,9% share in Staterbanka in Kumanova in Macedonia.
The bank is part of the condensed consolidated interim financial statements from the beginning of the year 2008.

The acqusistion has insignificant effects on the groups balance sheet but total assets in Staterbanka amounted to
ISK 2,800 million at the end of the quarter.

Quarterly Statements

6. Summary of the Group's operating results by quarters:

Q2 2008 Q1 2008 Q4 2007 Q3 2007 Q2 2007

Insurance premium .......cccceveevevverieenieennenns 6.667 5.392 4,573 5.767 2.401
Net (loss) income from securities ............. ( 10.145) 790 ( 4.000) ( 118) 7.539
Net (loss) income from associates ............ ( 5.110) ( 6.320) ( 4.887) ( 900) 1.487
Fee and commission ...........cccovevvvrveinnnn 2.618 1.616 1.922 1.586 221
INterest iNCOMe ........ccoovvvveiiciiciceiee 2.038 1.531 1.267 2.353 2.220
Sale of goods and Services ...........ccccoveues 0 0 4.104 1.208 1.435
Other reVeNUE ........cccoevveencinceeeeene 1.012 833 602 590 699
Total reVENUE .....ccocvvveeiiiecnececreenea ( 2.920) 3.842 3.581 10.486 16.002
Insurance claims .......c.ccccoevvevveieece e, ( 5.090) ( 4.184) ( 3.776) ( 4.598) ( 2.038)
Fee and commissions eXpenses ................ ( 559) ( 376) ( 362) ( 400) ( 51)
Operating interest eXpenses ..........ccoeeeveee. ( 2.049) ( 1.286) ( 907) ( 881) ( 194)
Depreciation, write-down .............ccccceuenee. ( 6.927) ( 556) ( 1.875) ( 553) ( 353)
Operating eXPENnSES .......ccoceeererererenrenees ( 2.879) ( 3.128) ( 3.116) ( 2.784) ( 2.055)
Cost 0f goods Sold ..........cccvvrvvvniiiiinnn, 0 0 ( 2.468) ( 920) ( 1.007)
Total EXPENSES ....ovvvvvveiriiieiieeeee e ( 17.504) ( 9.530) ( 12.504) ( 10.136) ( 5.698)
(Loss) profit before financial items ....... ( 20424) ( 5.688) ( 8.923) 350 10.304
INtErest iNCOME ....cc.ooveveereee e 446 410 0 0 0
INtErest eXPeNSES ......coovrerererereeieieenan ( 4.819) ( 2.556) ( 3.583) ( 1.642) ( 1.622)
FX (10SS) QaIN .ovcviiiiiieieeee s ( 2.779) ( 3.855) ( 389) 1.580 1.269
Total financial items ..........cccocoevvreinen. ( 7.152) ( 6.001) ( 3.972) ( 62) ( 353)
(Loss) profit before income tax ............. ( 27576) ( 11.689) ( 12.895) 288 9.951
INCOME taX ..ooveeciccc s 2.426 1.865 7.052 ( 287) ( 1.753)
(Loss) profit for the period ................... ( 25.150) ( 9.824) ( 5.843) 1 8.198

* The operation of Moderna Finance AB (previous Invik & Co. AB) is part of the Group from 30 june 2007.

Interim Financial Statements of Milestone ehf. 30 June 2008 Amounts are in ISK million
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Notes, contd.:

Segment reporting

7. Segment information is presented in respect of the Group's business segments. The primary format, business segments, is based on the Group's management and internal
reporting structure and is divided into four segments.

The Group runs insurance operations in the Nordic countries, the Baltic countries and eastern Europe predominantly marketed under the brands of Modern Insurances Non-life
and Life and Sjova Non-life and Life.

The banking operations are in Sweden, the United Kingdom, Iceland and Luxembourg primarily marketed under the brands of Banque Invik and Avant.

Milestone has asset management operations in the Nordic countries, the Benelux countries as well as several niche markets around the world. Milestone markets its asset
management operations through the brands of Aktie Ansvar, Banque Invik Wealth Management and Askar Capital.

In the segment other and eliminations the parent company and other holding companies are presented.
Inter-segment pricing is determined on an arms's length basis.
Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.

Moderna AB. is part of the consolidated accounts from 30 June 2007 and therefore the operation of the subgroup is not included in comparable figures.

Business segments Other and
Insurance Banking Asset management eliminations Consolidated
H12008 H12007 H12008 H12007 H12008 H12007 H12008 H12007 H12008 H12007

INSUrance Premium .........ccoeieneneneneneeee e 12.072 4.823 0 0 0 0 ( 13) ( 7) 12.059 4.816
Net (loss) income from securities and derivatives. ( 5.196) 7.226 0 0 383 132 ( 4.542) 22488 ( 9.355) 29.846
Net (loss) income from associates ..........cc.cceeveuenne. ( 8.717) 7 ( 75) 0 288 0 ( 2.926) 1.438 ( 11.430) 1.445
Fee and commission iNCOME ........ccecvvvereierrcrnnnn, 1.168 0 909 29 1.627 599 530 ( 132) 4.234 496
INtErest iNCOME .....cviveiiicicce e 960 1.398 1.006 405 2.611 154 ( 1.007) 704 3.569 2.661
Sale of good and Services .........cccocevvvernernienienens 0 0 0 0 0 0 0 2.858 0 2.858
Other reVENUE ........cooveerieiieisece e 2.075 1.671 25 0 37 0 ( 291) ( 575) 1.845 1.096
Total FEVENUE .....ocveeeieee e 2.362 15.125 1.864 434 4.946 885 ( 8.250) 26.774 922 43.218
Interim Financial Statements of Milestone ehf. 30 June 2008 Amounts are in ISK million
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Notes, contd.:

7. contd.:

InsUrance Claims ..........ccoceveieienene s
Fee and commission EXPENSES .......cccververrerrereereennes
Operating interest EXPENSES ........cocevvrerreerererennane
Depreciation, amortization, write-down ................
Operating EXPENSES .....c.ccvrreirrerieenieenieresie e
Cost of goods sold .......c.cccvevveievieiiee e,
TOtal EXPENSES ..o

(Loss) profit before financial items ....................

INtErest INCOME .....cviviiciicie e
INtEreSt EXPENSES ....ovveveeeireerieee e
Net foreign exchange gain (10SS) ........cccoovereennen.
Total financial eXPenses .........cccoeveverveneieneens

SEGMENT ASSELS ..veeveiciiiceeeeee e
SegMENt QUILY ..c.voveeeerieirieee e
Segment liabilities ......cccccovvvevi i,

Interim Financial Statements of Milestone ehf. 30 June 2008

Other and

Insurance Banking Asset management eliminations Consolidated
H12008 H12007 H12008 H12007 H12008 H12007 H12008 H12007 H12008 H12007
( 9.274) ( 4.067) 0 0 0 0 0 0 ( 9.274) ( 4.067)
( 624) 0 ( 30) ( 4 ( 419) ( 74) 138 1 ( 935) ( 77)
( 502) 0 ( 1.053) ( 310) ( 2.349) ( 57) 569 ( 120) ( 3.335) ( 487)
( 1.733) ( 442) (  117) ( 13) ( 55) ( 12) ( 5578) ( 206) ( 7.483) ( 673)
( 3.619) ( 1.681) ( 874) ( 163) ( 1.384) ( 412) ( 130) ( 1.026) ( 6.007) ( 3.282)
0 0 0 0 0 0 0 ( 2.019) 0 ( 2019
( 15.753) ( 6.190) ( 2.073) ( 490) ( 4.207) ( 555) ( 5.001) ( 3.370) ( 27.034) ( 10.605)
( 13.391) 8935 ( 209) ( 56) 739 330 ( 13.251) 23.404 ( 26.112) 32.613
1.079 0 0 0 0 0 ( 223) 0 856 0
( 1.924) ( 1.125) 0 0 ( 1.003) 0 ( 4.448) ( 2.256) ( 7.375) ( 3.381)
6.388 54 169 13 ( 667) ( 36) ( 12.524) 3527 ( 6.634) 3.558
5542 ( 1.071) 169 13 ( 1.670) ( 36) ( 17.195) 1.271 ( 13.153) 177
287.194  183.560 76.504 38.154 73.224 13.202 75599 151851 512,521  386.768
45.297 23.781 6.112 3.233 14.980 10.450 ( 11.852) 36.610 54.536 74.074
241.898  159.779 70.392 34.921 58.244 2.752 87.453 115242  457.985  312.694
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Notes, contd.:

Insurance premiums

2008 2007
8. Insurance premiums are specified as follows: 1.1.-30.6. 1.1.-30.6.
PremilmMS WEITEEN ......oiuiiiiiiiiiiite et 17.868 6.606
REINSUIE'S SNAIE ...t ( 3.320) ( 668)
Change in the gross provision for unearned premiums .........c.ccceevevvevveriennnnn ( 3.392) ( 1.287)
Change in the provision for unearned premiums, reinsure's share .................... 903 165
Total INSUrANCE PrEMIUMS ......c.cveviveeiieiereee ettt ettt e ettt s enenas 12.059 4.816
Investment income
9. Net (loss) income from securities and derivatives are specified as follows:
(Loss) gain on sale OF SNAIES .......cccvcveiierie i ( 952) 21.476
Gain on sale of other securities and derivatives ...........ccccoovriiiiiniicieiiens 288 0
D1 To =T o SRRSO 485 1.942
Change in fair value of investment properties ..........ccccvveveiveiiee v sve e, ( 965) 622
Change in fair value 0f Shares .........ccccvceiieie i ( 7.250) 4.153
Change in fair value of securities and derivatives ............ccccocevveveienvenesnnenn, ( 961) 1.653
Net (loss) income from securities, associates and derivatives ..............coceceveene. ( 9.355) 29.846
Other revenue
10. Other revenue is specified as follows:
RENTAL ...ttt 1.418 931
OFhEr FEVENUE ...ttt sttt stenaesee e 427 165
TOtal OthEr TEVENUE ...ttt rereree 1.845 1.096
Insurance claims
11. Insurance claims are specified as follows:
ClAIMS PRI ..ot 9.263 4.013
Claims paid, reinSure’s SNAre ... ( 1.019) ( 585)
Change in the provision for Claims ... 1.401 103
Change in the provision for claims, reinsures' Share .........cc.ccocvvervenniencnenenn ( 371) 536
Total INSUrANCE CIAIMS .....oveieciccic et eneas 9.274 4.067
Operating expenses
12. Other operating expenses are specify as follows:
Salaries and salary-related expenses, NOte 13 ........coovveriiinienieninieneseseseeas 3.272 1.840
Other OPErating EXPENSES ...cveveierierieriereseesiese s esie e sre e sresre e sresresreseesreseesnens 2.735 1.442
Total other OPerating EXPENSES .......ccveeririeeiieieeee et e 6.007 3.282

Interim Financial Statements of Milestone ehf. 30 June 2008
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Notes, contd.:

13. Salaries and related expenses are specified as follows: 2008 2007
1.1.-30.6. 1.1.-30.6.

Salaries and reMUNEIALION ..........c.ooverierieiieiee et 2.413 1.557
Defined contribution pension plan eXPENSE ..........covvereereinenceneiseseees 305 167
Salary-related EXPENSES ....c.veveiie e 554 116
Salaries and salary-related expenses total ............ccoeoeveiinenniieineceeee 3.272 1.840
Securities
14. Securities are specified as follows: Fair value  Fair value

30.6.2008 31.12.2007
Listed securities:

IS (=T IS g Fo V=T R 5.351 18.112
YN 1 1 LU0 IR 1 R 1.060 1.192
2701010 F TR 15.048 2.262
TOLAl [ISTEA SECUITEIES ...ttt e e s s e e ree e e 21.459 21.566

Unlisted securities:

UNLISEEO SNATES ...ttt et e et e s et e e s et e s st bt e s steeessebeee s 2.909 9.554
UNHISEEA DONAS ..ttt ettt e e et eae e e s eree s 1.987 36
TOtal UNTISIEA SBCUITLIES ......veveeeeeeeeeeeereeee et e ee s st et e s e et s et e e e eeeeneeeens 4.896 9.590

Other securities:

HEAGE TUND ... 10.322 11.028
EQUILY TUNG ..o e e 805 2.598
Fixed iINCOME FUNA ......ccveieecc e 336 435
SEOCK UNIE LINK .ottt 550 454
BanK ABPOSITS ..ot 0 25
OLNEr SECUTTTIES ..uvviivieciee ittt ettt ettt e ae e sbe e ebe e eabe e sreeebeeenns 6.874 0
Total Other SECUMITIES ....vveicvieiiii ittt st ebee 18.887 14.540
TOtAl SECUIITIES ...veiviiiciie ittt et be e et sre e e be e s be e eareesreas 45.242 45.696
There of equUity deriVatiVES .......cccveveiieieieeee e ( 1.101) ( 6.667)
Fair value of securities at period end .............ccccovevereieeccecccceeee e 44.141 39.029
Interim Financial Statements of Milestone ehf. 30 June 2008 Amounts are in ISK million

14




Notes, contd.:

Derivatives

15. Net assets in derivatives are specified as follows:

Equity derivatives - receivable, see Note 14 .........ccccce e,
Equity derivatives - payable ...
Net position of equity derivatiVes ..........cccoceveiieeiieiie s
Net position of other derivatives ...
Net position Of deriVAtIVES ........c.ccvvieiieicc e

Derivatives - assets in the balance Sheet .........ccovviviii e
Derivatives - liabilities in the balance ShEet .........cccevvviiivcii e
Net PosSition OF dErIVALIVES ........ccccvevieiiee e

Trade and other receivables
16. Trade and other receivables are specified as follows:

INSUraNCe reCeIVADIES .........coooieiiii e e
Trade rECEIVADIES ......veoieiiie et et
Prepaid expenses and accrued iNCOME ........cvevveiireiesierieeie e
Sale 0f Shares reCeIVADIES .......c..coviiiiiiec e
Other rECEIVADIES ........ocveiiiie et
Total trade and other receivables ...

Loans
17. Loans are specified as follows:

LEASING CONTACES ....evvevieerietiieierte ettt
(O11 0 LT (0= o RO
ProviSion ON TOANS .....oooceeeee ettt st e e st e e st e e s e e e s sreeeserreeena

18. Repayments of loans are specified as follows:

Repayments in 2008 ..o e e
Repayments in 2009 .........cocooiiiiiiiee e e
Repayments iN 2010 .....cccovieiiierieeieee e e e
RepaymMeNnts iN 2011 .....ocoiiiiieeieesie e e
RePaymMeNnts iN 2012 .....ccoviiiiiiieerie e e

SUDSEQUENT FEPAYMENTS ....eveeeeiiesiesiesie e stesie e ste e e st e e ere e ene e e e esaereeneenens

TOtAl JOANS ... s e e st e e s s b be e e sranas

Interim Financial Statements of Milestone ehf. 30 June 2008
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Fair value Fair value
30.6.2008 31.12.2007
1.101 6.667
3.263) (  7.473)
2.162) ( 806)
1.809) 711
3.971) ( 95)
2.025 1.627
5996) ( 1.722)
3.971) ( 95)
30.6.2008 31.12.2007
8.094 4.968

0 1.480

2.134 2.128
2121 1.229
6.951 8.662
19.300 18.467
20.711 15.327
83.396 48.434
1.426) ( 721)
102.681 63.040
53.349 42.665
20.239 7.922
5.072 3.850
3.817 2.719
3.379 3.230
16.825 2.654
102.681 63.040

Amounts are in ISK million




Notes, contd.:

Investment properties

19. Investment properties are specified as follows: 30.6.2008 31.12.2007

Investment properties in use

Balance at the beginning of the period ...........ccocooiiiininiie, 31.330 22.815
RECIASSITICALION ...ovvieeee s 2.704 0
ACQUISTEIONS ..ttt et 0 7.580
Change in fair ValUE ..o ( 965) 1.286
Exchange rate differenCe .........coooeeiiiiie e 9.780 ( 351)
Balance at the end of the Period ... 42.849 31.330
Investment properties under construction

Balance at the beginning of the period ..o, 16.913 7.773
ACUISTTIONS .ot 5.450 10.204
SAUIES ... ( 6.299) 0
Exchange rate differenCe ..ot 4.786 ( 1.064)
Balance at the end of the Period ..o 20.850 16.913
Investment Properties total .........cocvoviieirniniese e 63.699 48.243

Associates

20. The carrying amount of the Group's investments in associates and share of (loss) profit are specified as

follows:
Share of Carrying Share of Carrying
Share profit (loss) amount  profit (loss) amount
30.6.2008  30.6.2008  30.6.2008  30.6.2007  31.12.2007
D. Carnegie & Co. AB ................ 17,6% 371 17.734 0 0
Fjarfestingarfél. Mattur ehf. ........ 50,00 ( 2.853) (  2.171) 95 2.468
Skeggi ehf. ...cooeeiiiiee 495% ( 2.316) ( 512) 382 1.792
pattur International ehf. .............. 488% ( 5.175) ( 2.612) 964 2574
Foldungur ehf. ..., 488% ( 1.270) (  1.269) 0 0
Other companies ...........ccococeeene. ( 187) 3.471 4 3.054
Associates total ...........c.c.ooceee. ( 11.430) 14.641 1.445 9.888

Interim Financial Statements of Milestone ehf. 30 June 2008 Amounts are in ISK million

16




Notes, contd.:

Intangible assets

21. The Group's intangible assets are specified as follows:

Other
Customer intangible

Gross Goodwill ~ Trademark relationships assets Total
Balance at 1 January 2007 .......... 14.353 3.378 3.937 21 21.689
Acquisitions through business

combination .........cccceeerviinnnn 64.495 0 0 3.403 67.898
Additions during the period ........ 0 0 0 422 422
Exchange rate difference ............. 161 0 39 18 218
Balance at 31 December 2007 .... 79.009 3.378 3.976 3.864 90.227
Acquisitions through business

combination .......c.ccoceeenviinnnn 0 0 0 22 22
Additions during the period ........ 386 0 0 1.046 1432
Sales during the period ................ ( 2.007) 0 0 0 ( 2.007)
Exchange rate difference ............. 16.684 0 0 2.248 18.932
Balance at 30 June 2008 ............. 94.072 3.378 3.976 7.180 108.606
Amortisation and impairment losses
Balance at 1 January 2007 .......... 0 0 371 7 378
Acquisitions through business

combination .......c.ccoceeeriiininn 0 0 375 374 749
AMOrtisation .........ccoceveveienienn. 0 0 690 82 772
Exchange rate difference ............. 0 0 14 2 16
Balance at 31 December 2007 .... 0 0 1.450 465 1.915
Acquisitions through business

combination .......c.ccoceeeriiinnnn 0 0 0 20 20
AMOrtisation .........ccoceveveieniennn. 0 0 510 454 964
Exchange rate difference ............. 0 0 0 520 520
Balance at 30 June 2008 ............. 0 0 1.960 1.459 3.419
Carrying amounts
1.1.2007 oo 14.353 3.378 3.566 14 21.311
31.12.2007 oo 79.009 3.378 2.526 3.399 88.312
30.6.2008 ......covevrieiriieieins 94.072 3.378 2.016 5.721 105.187

Trade and other payables
22. Trade and other payables are specified as follows:
30.6.2008 31.12.2007
Trade PAYADIES .....ooveiiiieie s 2.051 3.148
INSUFANCE PAYADIES .....cveeiriieiieeieeie e 3.168 2.322
Remaining purchase price of investment properties ........cccccccovvvvienvieneisennnns 2.356 4.380
Other PAYADIES ..o 18.528 7.002
Total trade and other Payables ...........ccccveveiieicicie e 26.103 16.852
Interim Financial Statements of Milestone ehf. 30 June 2008 Amounts are in ISK million

17




Notes, contd.:

Insurance contracts

23. The insurance contracts are specified as follows: 30.6.2008 31.12.2007
Technical provision (total):
Claims reported and 10ss adjustment EXPENSES .........ccovrerereeirierieieieeeeneas 32.900 27.787
Claims incurred but NOt rEPOrted .........cccooveiiiiniie e 5.719 5.137
Claims outstanding, total ...........cccooiieiiiiiii e 38.619 32.924
Bonuses and premium ProViSioNS ...........ccoeeeierenierie e e 805 371
Life aSSUIaNCe PrOVISION ......ccociiieieiiieieie et e s 309 39
Provision for unearned Premilms .........coooeienineninieneeeee e 20.538 13.286
Technical provision, total ... 60.271 46.620
Reinsures' share:
Claims reported and 10ss adjustment EXPENSES .........ccvvrirereeererieieieeeeneas 3.115 2.461
Claims incurred but NOt rEPOrted .........ccooeieiireic e 2.283 1.457
Claims outstanding, total ...........cccooiieiiiiiii e 5.398 3.918
Life aSSUraNCe PrOVISION .......c.cviiiiiiiieieieiee e e 228 24
Provision for unearned Premilms .........cocooeieiineninieneeeeeeee e 1.181 175
Reinsures' share, total ... 6.807 4.117

Own technical provisions (net):

Claims reported and 10ss adjustment EXPENSES .........ccoererereeirereeieieeeeneas 29.785 25.326
Claims incurred but NOt rEPOrted .........cccooeiiieneie e 3.436 3.680
Claims outstanding, tOtal ...........cccooeieieiiiii e 33.221 29.006
Bonuses and premium ProViSions ...........ccoeeeierienerieienese e 805 371
Life aSSUraNCe PrOVISION .......c.cviiiiiiiieieieieie e e e 81 15
Provision for unearned premiums ..........ccoeeveiieeiiee e siee e 19.357 13.111
Own technical provisions (net), total ..o 53.464 42.503

Deposits from the customers

24. Customer deposits are specified as follows:
Average Carrying Carrying
nominal amount amount
Currency interestrate  30.6.2008 31.12.2007

Customers depoSItS .......ccevererereririeieeeseeeeienes HRK 8,0% 29.087 17.527
Customers depoSItS .......ccevererereririeieeeseeeeienes usb 2,1% 16.927 16.861
Customers depoSItS .......ccevererererinieseeeseeeeeenes SEK 4,3% 12.403 9.502
Customers depoSItS .......ccevererereririeieeeseeeeienes EUR 3,8% 14.249 9.976
Customers depoSItS .......ccevererererinieseeeseeeeeenes GBP 5,2% 3.786 2.781
Customers depoSItS .......oceverirerererieieeeeeeeeenes NOK 5,5% 1.557 1.506
Other CUITENCIES ....cvvveeireiicicreeiesieeeie s 2.862 1.326
Customers deposits total ...........cccvevreriireiinienn 80.871 59.480
Interim Financial Statements of Milestone ehf. 30 June 2008 Amounts are in ISK million
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Notes, contd.:

Borrowings related to investment properties

25. Borrowings related to investment properties are specified as follows:
Average Carrying Carrying
nominal amount amount
Currency interestrate  30.6.2008 31.12.2007

Bank 10an ........ccovvvviiiiiiecie e EUR 6,3% 46.411 34.821
Bank 10an ........ccoeivviiiiiccie e ISK 6,6% 886 816
Bank 10an ........ccovvvviiiiecie e uUsSD 10,7% 1.383 714
Bank 10an ........ccovvivviiiiiicie e CHF 4,1% 470 351
Bank 10an ........coovvivviiiiiice e GBP 11,2% 470 0
Bank 10an ........cooevvvviiiieccie e JPY 2,1% 201 151
Bank 10an ........ccovvvviiiiiiecie e SEK 6,1% 188 138
Other CUITENCIES .....ocovvviveeireecie et 416 0
Borrowings related to investment properties ........ 50.425 36.991

26. Repayment of borrowings are specified as follows:

Repayments in 2008 ..ot e 2121 1.842
Repayments iN 2009 ........ccooeiieiiiieee e e 1.101 831
Repayments iN 2010 ......coovieiieirieere e e 295 366
Repayments iN 2011 .....ccoiiiiiieieise e e 28.022 21.765
Repayments iN 2012 ..o e 17.799 11.534
Repayments iN 2013 ..o e 523 10
SUDSEQUENT FEPAYMENTS ....ivieiiietieeterteeet et 564 643
Borrowings related to investment Properties ..o 50.425 36.991

Other borrowings

27. Other borrowings are specified as follows:
Average Carrying Carrying

nominal amount amount

Currency interestrate  30.6.2008 31.12.2007

Bank 10an .......ooovviiiiiiiece e EUR 10,1% 26.255 23.724
Bank 10an .......coovvvieiiiiicce e ISK 11,4% 34.645 40.348
Bank 10an .......ooovviiiiiiiece e CHF 57% 11.135 7.145
Bank 10an .......ooovviiiiiiiece e SEK 6,4% 14.330 2.573
Bank 10an .......ooovviiiiiiiece e JPY 3,0% 7.878 4211
Bank 10an .......ooovviiiiiiiece e UsSD 7,8% 1.965 1.881
Bank 10an .......ooovviiiiiiiece e GBP 8,7% 683 2.229
Bank 10an .......ooovviiiiiiiece e Other - 131 0
Central BANK .....c.ooovveeiiiie e ISK 15,5% 12.235 0
Money Market [0ans ..........ccoevvivvienieninnienennienenns ISK 18,9% 4792 1.296
Money Market [0ans .........ccccoevvvvienieninniesnsnseneens EUR 17,9% 2.228 276
Money Market [0ans ..........cccoevvvvivvivninniesnsnnnnenns Other - 1.691 741
Other bOrroWiNgs ......cccevvvvvievesece s ISK 12,7% 3.329 0
Financial reinSurance ............cccoeveeeecveneeereecveeneenn, SEK - 3.436 2.337
Other borrowings total ............cocovvrviniennienenen, 124.733 86.761
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Notes, contd.:

28. Repayment of borrowings are specified as follows:

Repayments in 2008 ..o
Repayments in 2009 ........cocoirriiiiiiciseeseeee s
Repayments in 2010 .......coooiriiniieieeseeee e
Repayments in 2011 ...
Repayments in 2012 .......ccccvieiniiiieeeeee s
SuUbSEqUENE FEPAYMENTS .....eoviiviiceeieeie e
Other borrowings total ..o

Subordinated loans

29. Subordinated loans are specified as follows:

Currency

Subordinated 10aNS .........ccceeveiiiiiiic e, ISK

Subordinated loans total ..............ccccevevviieeicnieeee,

30. Repayment of subordinated loans are specified as follows:

Repayments in 2011 .......cccoiveiiiie e e
Repayments in 2012 .........coveeieiieiee e
Subordinated loans total ...........cccoocvveiiecicc

Pledged assets

31. Pledged assets are specified as follows:

Pledged @SSELS ....ovieieiieieere e
Pledged Shares ..o
Pledged assets total .........coccoviireiniiieieree s

Obligations and contingent liabilities

32. Obligations and contingent liabilities are specified as follows:

(TN 1] (<SR
Credit COMMITMENTS ....ceoivieieieceece e
DepOoSIted SECUMTIES ..vivvivviririeieeese e
Letter OF Credifs ..vviviiiiiece e

Obligations and contingent liabilities total ............cccccooiininnns
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Average
nominal
interest rate

9,9%

30.6.2008 31.12.2007
85.040 61.767
9.075 2.173
27.329 20.685
645 306
2.484 1.830
160 0
124.733 86.761
Carrying Carrying
amount amount
30.6.2008 31.12.2007
1.888 648
1.888 648
695 648
1.193 0
1.888 648
177.034 108.000
64.450 98.000
241.484 206.000
2.075 584
34.640 30.168
41.893 44,943
0 128
78.608 75.823

Amounts are in ISK million




Notes, contd.:

Financial Ratios

33. The Group's principal financial ratios:
30.6.2008 31.12.2007  30.6.2007

REtUrN ON EQUILY ..oovreeiiciiciece e - 48,8% 160,1%
EQUILY Fati0 ..ocvveee e 10,6% 17,7% 19,2%
Internal value Of Shares .........cccccvevveieiiececcce e 18,68 23,87 25,81
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