





















































Notes, continued

Note 21. Mortgage, bond debt and secured bank loans

This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings.

For more information about the Group’s exposure to interest rate and foreign currency risk, see note 24.

2007 2006

Total non-current loans 256,765 98,546
Current portion of non-current loans 52,721 21,658

309,486 120,204
Bonds 54,829 20,613
Secured bank loans 230,131 86,548
Unsecured loans 20,191 10,740
Total interest bearing loans 305,151 117,901
Subordinated loan 4,335 2,303

309,486 120,204
Loans recognised at amortised cost
Year of maturity Fixed/floating Interest Carrying amount
2008 Fixed 4.10% -8.75% 9,304
2008 Floating 1.86% -17.20% 35,467
2009 Fixed 4.10% -8.75% 824
2009 Floating 1.86% -16.49% 9,788
2010 Fixed 4,10% -8.75% 290
2010 Floating 1.86% -16.49% 3,595
2011 Fixed 4.10% -8.75% 10,327
2011 Floating 1.86% -9.25% 41,686
2012 Fixed 4.10% -8.75% 6,076
2012 Floating 1.86% -8.97% 6,706
after 2012 Fixed 4.10% -8.75% 4,819
after 2012 Floating 1.86% -8.97% 20,457
Non-current loans at amortised cost 149,339
Current portion of non-current loans at amortised cost (44,771)
Total non-current loans at amortised cost 104,568
Loans recognised at fair value
Year of maturity Fixed/floating Interest Carrying amount
2008 Fixed 4.35% - 10.00% 246
2008 Floating 5.52% - 7.43% 7,704
2009 Fixed 4.35% - 11.00% 550
2009 Floating 5.52% - 6.67% 4,084
2010 Fixed 4.35% - 11.00% 166
2010 Floating 5.52% - 6.67% 42,438
2011 Fixed 4.35% - 11.00% 166
2011 Floating 5.52% - 6.67% 71,641
2012 Fixed 4.35% - 11.00% 1,770
after 2012 Fixed 4.35% - 12.00% 31,382
Non-current loans at fair value 160,147
Current portion of non-current loans at amortised cost (7,950)
Total non-current loans at fair value 152,197
When looking at the intrest rate it should be noted that the majority part of Icelandic loans are indexed.
Landic Property hf. Amounts are in ISK million
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Notes, continued

Note 21. Mortgage, bond debt and secured bank loans, continued

Floating-rate loans with a carrying amount of ISK 161 million (2006 ISK 29 million) are hedged by using financial

derivatives. The hedged interest rates are in the range 1.41% - 6.25% (2006 1.41% - 6.25%)

Name, year of expiry and coupon rate

Bonds, issued in ISK, included in amortised cost loans

Landsafl hf 03 1, 2028, 5.1%

Fasteignafélagid Stodir hf 03 1, 2011, 7.4%
Fasteignafélagid Stodir hf 06 1, 2013, 6%
Fasteignafélagid Stodir hf 06 2, 2011, 16.25%
Landic Property hf. 03 09 16.25% (not listed)?

Bonds, issued in DKK, included in fair value loans

Keops EjendomsObligationer I 2009, 10%
Keops EjendomsObligationer I 2014, 11%
Keops EjendomsObligationer I 2019, 12%
Keops EjendomsObligationer VI 2012, 7%
Keops EjendomsObligationer VI 2015, 7%
Keops EjendomsQObligationer VII 2012, 7%
Keops EjendomsObligationer VII 2015, 7%
Keops EjendomsObligationer VIII 2016, 8%
Keops EjendomsObligationer IX 2016, 7.5%

Name, year of expiry and coupon rate

Bonds, issued in Iceland - ISK

Fasteignafélagid Stodir hf 03 1, 2011, 7.4%
Fasteignafélagid Stodir hf 06 1, 2013, 6%
Fasteignafélagid Stodir hf 06 2, 2011, 16.25%
Thyrping Inc. Bonds 01 1, 2007, 5.1%

2007
Redemption on expiry
Carrying Nominal Price?? Amount
amount value
925 748 192.4 1,439
12,541 10,000 145.5 14,550
5,580 4,940 139.9 6,910
2,500 2,500 100.0 2,500
7,100 7,100 100.0 7,100
28,646 25,288 32,499
386 367 100.0 368
753 612 100.0 613
1,166 857 100.0 857
751 735 110.0 808
3,543 3,221 135.0 4,348
853 857 100.0 857
5,021 5,021 125.0 6,276
4,920 5,021 120.0 6,025
8,790 9,062 125.0 11,327
26,183 25,753 31,479
54,829 51,041 63,978
2006
Redemption on expiry
Carrying Nominal Price Amount
amount value

12,628 10,000 140.8 14,079
5,247 4,940 135.1 6,673
2,500 2,500 100.0 2,500
239 181 133.1 241
20,614 17,621 23,493

The Group measures debt relating to investment properties at amortised cost and fair value.

1) Icelandic bonds with prices not equal to 100 are indexated, therefore the expected redemption price are estimated every year.

2) Expected to be listed 2nd quarter of 2008.

Landic Property hf.
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Notes, continued

2007 2006

Note 22, Deferred tax
Deferred tax at 01.01. 10,136 2,250
Exchange adjustment (269) 1,067
Adjustment regarding last year 111 0
Additions via enterprise acquisition 6,419 4,516
Deferred tax for the year (272) 2,303
Reclassified to assets held for sale (689) 0
Deferred tax at 31.12. 15,436 10,136
Deferred tax relates to:
Investment properties and property and equipment 17,363 11,073
Fixed asset investments 983 0
Current assets (13) (9)
Provisions (403) 0
Liabilities other than provisions 3 0
Hedging reserve 0 121
Tax loss carry-forwards (2,497) (1,049)
Total deferred tax 15,436 10,136
Deferred tax is presented under:
Non-current liabilities 15,436 10,136

15,436 10,136
Recognised tax loss carry-forward, can be carried forward as specified below:
Loss for the year 2000, to be used before end of 2010 80 0
Loss for the year 2002, to be used before end of 2012 122 45
Loss for the year 2003, to be used before end of 2013 486 416
Loss for the year 2004, to be used before end of 2014 227 67
Loss for the year 2005, to be used before end of 2015 490 156
Loss for the year 2006, to be used before end of 2016 4,700 4,792
Loss for the year 2007, to be used before end of 2017 2,080 0
Tax losses carried forward indefinitely 4,125 0

12,310 5,476
The above losses have increased due to the purchase of Keops A/S and Landsafl ehf.
Note 23. Provisions
Provisions at 01.01. 0 0
Additions via enterprise acquisition 5,105 0
Provisions used during the year (316) 0
Provisions made during the year 352 0
Provisions at 31.12. 5,141 0
The time of maturity for provisions is expected to be:
0-1 years 1,995 0
1-5 years 448 0
More than 5 years 2,698 0
Provisions at 31.12, 5,141 0
Landic Property hf. ) .
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Notes, continued

Note 24. Risk management

Risk management policy
The Group is exposed to a number of financial risks, which arises in the normal course of business. The Group
operates a centralized treasury function, which oversees and manages liquidity and financial risks for the Group.

The risks which are described below are managed within guidelines set by Management. The Group uses and may
continue to use derivatives to hedge financial risks which is calculated and monitored on an ongoing basis.

Interest risk

Interest rate risk is the result of adverse movements in interest rates. The Group's main exposure to interest rate
movements is through loans used to finance property acquisitions. Assuming a correlation between interest rates
and yields (even though there may be some time lag) implies that increasing interest rates will result in lower
market value on debt and also a lower valuation of properties.

Accordingly, the Group guideline is to raise longer term loans — of at least 5 years' maturity. In case of floating
rate loans the Group has entered into interest caps and interest swaps with the same terms as the underlying debt
financing to limit interest rate risk.

Approximately 72% of the debt portfolio is either issued in or hedged into fixed rate, reducing the exposure to
fluctuations in interest rates for the term of the loan and hedging agreements.

Liquidity risk
The liquidity risk is defined as the risk of incurring a loss due to the Group’s inability to meet a maturing payment
obligation.

The Group guideline is to raise longer-term loans to reduce this risk. Going forward, the aim is to create a smooth
maturity profile in order to minimize the exposure to refinancing conditions at any given point in time.

Furthermore, in order to reduce refinancing risk, the Group's funding is mainly based on bank loans with reputable
banks. Secondly, the Group has issued bonds on OMX Nordic Exchange Iceland and OMX Nordic Exchange
Copenhagen.

The majority of the loans maturing in 2008 is related to the financing of the Icelandic real estate portfolio. These
loans are first priority loans (senior loans) that naturally expire in 2008, and, due to the quality of the collateral,
are expected to be refinanced.

Currency risk
Currency risk is the result of adverse movements in foreign exchange rates.

The Group's main exposure to currency risk is through ownership of properties in different countries.

The policy is to raise financing in the same currency as the underlying asset. There are some exceptions from this:
1) junior loans used to fund the Swedish portfolios are established through the issuance of DKK-denominated
property bonds, 2) due to high interest rates in Iceland, some Icelandic properties are financed through a well-
diversified loan portfolio with regards to the currency composition. Another reason for funding a part of Icelandic
properties in other currencies than the Icelandic krona is that several lease agreements in Iceland are
denominated in foreign currencies.

In addition, the Group has rental agreements which have escalating rent with lower rent in early years but higher
in later years. Such agreements might contribute to temporary currency mismatches when comparing the
denomination of the Group's cash-flows at a given time.

As of 31 December 2007, the main currency exposures on the liabilities are in SEK (33%), DKK (43%), ISK (11%)
and EUR (10%) mirroring the fact that a large proportion of the properties are in Sweden and Denmark. The
Group’s net-currency exposure represented less than 1% of the equity as of 31 December 2007, meaning that a
unilateral depreciation of ISK of 10% results in a loss of approximately ISK 140 million.

The Group hedges a large part of the remaining currency risk aiming at keeping the exposure within acceptable
limits.

Landic Property hf.
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Notes, continued

Note 24. Risk management, continued

Credit risk

Credit risk is the risk of a loss due to counterparties fully or partly defaulting on their payment obligations. The
Group’s risk is mainly due to deposits with banks and the positive market value of derivative instruments. The
credit risk is limited as the Group primarily conducts business with reputable banks of a certain rating and
therefore the counterparty exposure is perceived as limited. The Group performs ongoing credit evaluations of the
financial condition of its counterparties in order to reduce the credit risk exposure.

Due to prepayment and deposits, the risk on trade receivables is considered low.

Inflation risk
Inflation risk is the result of adverse movements in inflation rates.

The Group's assets and liabilities are affected by inflation, and compensate by aiming at including CPI adjustments
in its rental agreements. Accordingly, the majority of the rental agreements are linked to the CPI or similar index
that reflects price movements in the respective country. As approximately 92 % of the loans are not indexed to
the CPI, all things being equal, inflation has a positive effect on the Group through increased revenue as well as
via valuation adjustment of investment properties, as the rental agreements being valued become more valuable
due to higher revenue stream from the underlying lease contracts.

Approximately 8% of the debt is CPI indexed and related to ISK denominated debt. Higher inflation levels in
Iceland would therefore increase the value of the liabilities and increase debt service payments in the long run.
However, the effect is offset both by CPI indexed rental contracts and generally by higher property prices.
Furthermore, higher inflation levels generally increase nominal interest rates, which affect the Group as described
above.

Covenants

A number of financial contracts contain financial covenants, which are customary in nature. The covenants relate
to e.g. equity ratio, interest coverage, debt service coverage-ratio and loan-to-value. Not fulfilling the covenants
could mean accelerated repayment of bonds, loans etc.

Landic Property hf.
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Notes, continued

Note 25. Security and Contingent liabilities

The carrying amount of investment properties provided as security for long-term debt at 31 December 2007 is ISK
341,527 million (2006: ISK 144,719 million).

The Group has provided collaterals for Landic Property portfolios, which is in line with common market practice in
real estate financing.

Investment properties that have been pledged cannot be sold without consent from mortgage and credit
institutions.

The company has partly pledged share certificates in subsidiaries in relation to financing of the companies’
commitments.

The Group (mainly Landic Property A/S) has provided guarantees of ISK 17,532 million at 31 December 2007 to
Keops Development A/S which is presented under "assets and liabilities held for sale". The Group has also provided
guarantees to Icelandic subsidiaries.

The fully owned subsidiary Keops Properties A/S purchased 51% of the shares (hereafter owning all shares) in
Landic Property Bonds I A/S (former Keops EjendomsObligationer I A/S).The purchase was fully funded backed
with a guarantee of ISK 1,750 million from Landic Property A/S.

The Group has provided guarantees and securities to third parties of a total ISK 6,245 million at 31 December
2007. The guarantees are mainly issued in connection with financing purchases of properties. Furthermore Keops
Investment A/S has in certain cases provided guarantees to the credit institutions financing the investor’'s purchase
of shares in mediated limited partnership (K/S).

As part of normal business, the Group have assumed rental and return guarantees in connection with sale of
certain investment properties. Management believes that these guarantees will not affect the Group's financial
position apart from the liabilities recognised in the balance sheet at 31 December 2007.

The Group is party to a few ongoing lawsuits. Management believes that these lawsuits will not affect the financial
position of the Group apart form the liabilities included in the balance sheet at 31 December 2007.

2007 2006
Note 26. Cash and cash equivalents
Deposits in banks at free disposal 3,449 453
Deposits in banks, investment properties ¥ 5,532 0
Deposits in banks, blocked other 2,084 0
Cash and cash equivalents 11,065 453

1) Deposits include e.g. prepaid rent which is released successively over the following rental

period. The cash cannot be transferred to other group companies.
Note 27. Adjustment of cash flows from profit for the year
Depreciation 35 18
Gain on sale of shares (553) 0
Gain on sale of property and equipment (30) (5
Profit/(loss) from associates (579) 174
Value adjustments, investment properties and debt, net (6,769) (16,212)
Gain on sale of investment properties (110) (488)
Financial income (3,146) (1,790)
Financial expenses 14,151 8,945
Changes in non-current liabilities excl. debt 12 0
Other adjustments 426 5
Total adjustments 3,437 (9,353)
Note 28. Working capital changes
Changes in receivables (146) (1,462)
Changes in current liabilities 4,668 3,434
Total working capital changes 4,522 1,972
Landic Property hf. Amounts are in ISK million
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Notes, continued

Note 29. Acquisition of companies

Companies Ownership Date of Cost
share acquisition
Keops A/S (later Landic Property A/S) 100% 03.09.2007 50,358

Primary activity

Investment properties, mediation of investment properties and development activity which is held for sale.

Assets and liabilities acquired Carrying amount Fair value Fair value
(rate: acquisition date) prior to the adjustments
acquisition

Goodwill 5,272 (5,272) 0
Investment properties 170,902 0 170,902
Other non-current assets 11,560 0 11,560
Current assets excluding assets held for sale 12,900 0 12,900
Assets held for sale 17,991 2,636 20,627
Cash and cash equivalents 5,366 0 5,366
Total non-current liabilities (164,602) (949) (165,551)
Current liabilities excluding liabilities held for sale (24,648) 0 (24,648)
Liabilities related to assets held for sale (17,224) 0 (17,224)
Net assets 17,517 13,932
Goodwill arisen from the acquisition 36,426
Purchase price 50,358
Cash and cash equivalents acquired (5,366)
Net purchase price 44,992

Components of the purchase price:

Paid in cash 16,713
less cash and cash equivalents acquired (5,366)
Directly attributable acquisition costs 546
Cash purchase price 11,893
Paid with shares 33,099
Net purchase price 44,992

Costs directly attributable to the acquisition includes fees to investment bankers and other advisory fees.

Had the purchase of Keops A/S been effected at 1 January 2007, the revenue of the Group from continuing
operations would have been ISK 36,456 million and the profit for the year from continuing operations would
have been ISK 3,990 million. The Group considers these "pro-forma" numbers to represent an approximate
measure of the performance of the combined Group on an annualised basis for 2007. However, they cannot be
used to predict any future results, since the composition of the Group has changed and acquisitions and
divestments made during 2007 as well as organisational changes made to the Group structure will impact
resuits going forward.

In determining the "pro-forma" revenue and profit of the Group had Keops A/S been acquired at the beginning
of the year, the Group has:

- ensured that the acquired properties are measured according to the Group's accounting policies.

- ensured that revenue and profit for the year are based on continuing operations.

Landic Property hf. Amounts are in ISK million
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Notes, continued

Note 30. Related parties

The following are considered related parties:

Subsidiaries/Associates: See company details in note 18.

Management: This category includes members of the Board of Directors and Management of Landic Property hf.
and companies controlled by such members.

Shareholder with significant influence during the year was Baugur Group hf. In December 2007 Baugur Group
hf. sold it's shares in the company to FL Group hf. See note 12, 19 and 31 regarding transactions with Baugur
Group hf. and FL Group hf.

The following transactions were carried out with management and associated companies:

2007 2006
Interest income 733 112
Receivables 3,391 5,364
Payables 1 1
Rental income from related parties 1,230 1,046

During the financial year, no losses on receivables from related parties or write-down for such losses have
been incurred.

Remuneration of the Group's CEO, former CEO and the Board of Directors is stated in note 7.

In August 2007, the Company's CEO acquired from the Company shares at a nominal value of ISK 40,860,000
for ISK 572,000,000. The Company granted him a loan for the share purchase. The loan carries interests and
shall be settled when the Company lists its shares in the OMX Nordic Exchange. At year end 2007, the
Company's CEO owns shares in the Company at a nominal value of ISK 97,365,223.

The former CEO of the Company own shares in the Company at a nominal value of ISK 50,000,000. He holds
the right to sell his shares to the Company at a nominal value of ISK 50,000,000 within 14 days from the
Annual General meeting 2008. The redemption right falls down if the Company is listed in the OMX Nordic
Exchange at that time, or if the Company has at that time decided to list its shares in the OMX Nordic
Exchange within 12 months from the decision. Since a decision has been made to list the Company, the
redemption right will not be valid in the year 2008, but if the Company for any reason is not listed within the
12 months, the redemption right of the former CEO becomes valid again, but then in the year 2009 from the
time of the Annual General meeting 2009, and for the following 14 days after that. The sales price shall be the
internal value of the Company's shares calculated with deferred tax added to equity.

Landic Property hf.
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Notes, continued

Note 31. Subsequent events

(i) On 13 February 2008, Landic Property agreed to acquire a number of companies and real estate funds
from FL Group hf. including:

Prestbury 1 Limited Partnership
LXB Smallco Limited

LXB3 Limited Partnership
Catalyst Samsara India

Terra Firma India S.a.r.l.

In addition, an option relating to the acquisition of WCC Europe S.a.r.l. and Dial Square Holding ehf was
agreed. The total purchase price for the companies and funds equals ISK 20,361 million. The purchase price
was fully paid with a convertible 5-year subordinated loan issued by Landic Property hf. to FL Group hf. The
loan shall be repaid in full with interest at the final maturity date 13 February 2013. Interests are fixed at
9.3% and are added to the capital every 12 months. The agreement allows FL Group hf. to unilaterally
convert the loan amount into shares in Landic Property hf. according to the following plan:

Maximum
convertible number Conversion rate
Date of shares per share, ISK
13 February 2010 533,255,477 15.4350
13 February 2011 487,904,275 16.2068
13 February 2012 474,194,548 17.0171
13 February 2013 451,613,855 17.8679

Landic Property hf. has future commitments of ISK 11,204 million regarding future contributions to the funds.
In connection with the acquisition, FL Group hf. issued a revolving credit facility to Landic Property hf. to fulfil
these future commitments.

(ii) On 29 March 2008, Landic Property exercised its put option mentioned in note 19 towards Baugur Group
hf. It was agreed that part of the payment, ISK 1,845 million (EUR 15 million) plus interest, will be payable on
1 September 2008.

Landic Property hf.
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Notes, continued

Group entities

31 December 2007 the Company owned directly 11 subsidiaries that are all included in the consolidation. The

direct subsidiaries further owned 239 subsidiaries. All subsidiaries are included in the consolidation. The

subsidiaries are included in the Group as follows:

Direct subsidiaries

Ownership interest

Langastétt ehf

Atthagar ehf

FS 6 ehf

Lif Fasteignir ehf

Landic Iceland ehf

Landsafl ehf

Austurstraeti 14 ehf

S Fasteignir ehf

Landic Property Denmark A/S
Landic Property Denmark II A/S
Landic Property A/S ¥

Landic Finland OY

Iceland
Iceland
Iceland
Iceland
Iceland
Iceland
Iceland
Iceland
Denmark
Denmark
Denmark
Finland

2007
100%
100%
100%
100%
100%
100%
100%

0
100%
100%
100%
100%

2006
100%
100%
100%
100%

0
0

0
100%

100%
100%

0
0

Y Landic Property A/S (previously Keops A/S) is the parent company for activities within the acquired Keops Group.
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