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Client Update – April 2015 

Please note that the information is not to be relied upon as accurate and we do not provide any verification of 
the numbers presented in the Kaupthing report. 

 



 

 

KEY POINTS 

• The composition is subject to an exemption from currency controls granted by the 
Central Bank of Iceland after consultation with the Minister of Finance and Economic 
Affairs.  

• Arion - the disposal of Arion Bank hf (Kaupthing’s major krona asset) is a key 
element to the resolution of the status quo. An exemption is still required from the 
Central Bank of Iceland in order to dispose of Arion.  No significant update since last 
meeting. 

• Bankruptcy proceedings are a possible alternative to a composition but the WuC 
considers that Composition is in the best interests of Kaupthing, the creditors and for 
Iceland. 

• Dromi & Spron – A settlement agreement was reached with Dromi and Spron on 24 
November 2014 claim resulting in the EUR240m and ISK15m priority claim being 
fully and finally withdrawn.  This resulted in the release of EUR240m to Kaupthing 
that was previously held in a custody account.    

• Vincent Tchenguiz v. Kaupthing and others – proceedings were commenced in late 
November 2014 in London by the trustees of the Tchenguiz Family Trust for damages 
of an unquantified amount due to an alleged conspiracy between a member of the 
WuC and Grant Thornton which led to arrests of certain individuals by the Serious 
Fraud Office in the UK.  The WuC considers these allegations have no basis in fact or 
law. 

• Refresco Gerber – shares commenced trading on 27 March 2015.  Kaupthing’s stake 
in the European market leading soft drink producer post the Offering is 7.33%. 

• Taxes - The WuC highlighted 3 main taxes currently affecting the Kaupthing estate: 
Financial Activities Tax, Surcharge on Income Tax and the Bank Tax (more details 
below) as well as the General taxes (corporate income tax (20%), social security 
contribution on salaries (7.59%) and VAT (applies to work provided by foreign 
advisers)). 

• The next open creditors’ meeting will be held on 21 October 2015 in Reykjavik. 

PROGRESS ON THE CURRENCY CONTROL EXEMPTION APPLICATION   

• There have been various statements by the Governor of the Central Bank of Iceland, 
the Minister of Finance and the Prime Minister regarding the implementation of a 
plan to lift currency controls.  While there has been no detailed information or update 
on the status of the exemption application with the Central Bank of Iceland, indicators 
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are that there will be more news by the end of May and implementation plan to lift 
currency controls by the end of 2015. 

• The WuC presented information regarding the Icelandic economy (see Creditors’ 
Presentation section 3, “Capital Controls Liberalization – One Step at a Time”).  
Against this backdrop, the economic conditions in Iceland appear favourable to pave 
the way for relaxing the controls, but there is still no substantive information from the 
CBI.  

• At year-end 2014 ISK158bn of Kaupthing’s assets are denominated in krona and 
largely consists of Kaupthing’s equity stake in Arion Bank hf, which is valued at 
ISK139.8bn, or 88.5% of Icelandic krona assets). Arion Bank therefore needs to be 
monetised in exchange for foreign currency. 

TAXES 

• Financial Activities Tax came into force on 30 December 2011.  The rate is 5.5% on 
all types of employee remuneration and benefits.  This has been collected from 
Kaupthing since January 2012.  Kaupthing has paid ISK196 million up to 31 
December 2014 in respect of this tax (included in Salary Related Expenses in the 
financial statements).  The WuC is disputing that Kaupthing is subject to this taxation. 

• Surcharge on Income Tax came into force on 30 December 2011 and provides for 
6% tax on income base over ISK1bn.   An amendment was introduced on 27 
December 2013 effective 1 January 2014 which stated that tax losses carried 
forward and tax consolidation cannot be used to offset against the surcharge.  
This tax was not accounted for in the Kaupthing financial statements for 2013. 
Payment of ISK4.5bn has been paid for 2013.  The WuC disputes that Kaupthing is 
subject to this tax. 

• Bank Tax – the law was amended in December 2013 to include financial 
undertakings in winding up proceedings.  0.376% tax is payable as a priority claim on 
finally accepted claims of over ISK50bn.  Kaupthing’s has paid ISK9.9bn for this tax 
in 2014.  The WuC is currently disputing the legitimacy of this tax. 

PROPOSAL OF BANKRUPTCY PROCEEDINGS AS AN ALTERNATIVE TO A 
COMPOSITION 

• The WuC reaffirmed its view that composition is the most favourable option for 
settlement compared to bankruptcy proceedings and that the ability to distribute to 
creditors and the rules that apply to distributions are no better in bankruptcy than 
under composition. 

FINANCIAL AND OPERATIONAL UPDATE 

The WuC went through the financial statements for year ended 31 December 2014 (as 
published on Kaupthing’s website on 13 March 2015 click here). 

• Total Assets at 31.12.13: ISK 778 bn (ISK567bn non-Icelandic – 73%), ISK799.8 
bn at 31.12.14 (2.8% increase on 2013) 
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• Closing cash balance Jan-Feb 2014: ISK 418bn , ISK401bn at 31.12.14 (decrease 
of 4%) 

• Total Cash inflow during 2014 amounted to ISK20.9bn was offset by tax 
payments of ISK14.5bn, foreign exchange losses of ISK8.3bn, outflow of 
ISK6.7bn for asset support and purchase of equity stakes, operating expenses of 
ISK4.9bn and net payments in relation to priority claims of ISK3.5bn. 

Note taxes update as set out above. 

RECENT SIGNIFICANT JUDGEMENTS 

Since the last creditors’ meeting, the following gives an update on the disputes before of the 
District Court of Reykjavik. 

• UBS AG, London Branch (“UBS”) lodged a claim against Kaupthing under Art 109 
and 110 of the Bankruptcy Act which amounts to ISK117m. The claim relates to 
payment in error by UBS of USD65m to Kaupthing on 3 October 2008 (i.e. events 
that occurred prior to the appointment of the Kaupthing’s Resolution Committee on 9 
October 2008).  The UK Court of Appeal hearing in England is set for June 2015.  
Proceedings in Iceland are postponed pending the outcome of the English 
proceedings. 

• AB 76 ehf (“AB76”), an Icelandic entity, lodged a claim against Kaupthing under Art 
109 and 110 of the Bankruptcy Act for a total amount of ISK1bn and EUR4.2m. 
AB76 was a borrower of Kaupthing and the dispute relates to the validity of that loan 
agreement and the enforcement of the Kaupthing of pledged assets and the right of 
AB76 to set-off certain claims against the loan agreement. ISK1.7bn is held in 
custody account.  Proceedings are on-going. Hearing scheduled in the District Court 
of Reykjavik in June 2015. 

• Dromi, an asset holding company established by the Icelandic Supervisory Authority 
to manage assets of the savings bank, SPRON, lodged a priority claim for a total 
amount of EUR226m. The claim is a duplicate of a derivative claim lodged under Art 
113 of the Bankruptcy Act by Dromi in December 2009. ISK36.6 bn is held in 
custody account.  A settlement agreement was reached on 24 November 2014 
claim resulting in the EUR240m and ISK15m priority claim being fully and 
finally withdrawn.  This resulted in the release of EUR240m to Kaupthing that was 
previously held in a custody account. 

• DGC Sweden AB, a pledger and guarantor under a loan agreement of Kaupthing, 
lodged a priority claim for a total amount of SEK155m. Kaupthing has enforced 
pledges due to defaults under the loan agreement. DGC Sweden AB is disputing the 
enforcement of the pledges and is seeking damages and other remedies. DGC Sweden 
AB has made the same claim before the District Court of Stockholm.  The court 
dismissed the claim, which was appealed by DGC.  DGC lost at appeal but are further 
appealing in Stockholm. ISK2.6 bn is held in custody account. Icelandic proceedings 
are on hold pending the outcome of the Swedish proceedings. 

• Vicent Tchenguiz & Others v. Kaupthing and Others – proceedings were 
commenced in late November 2014 in London by the trustees of the Tchenguiz 
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Family Trust for damages of an unquantified amount due to an alleged conspiracy 
between a member of the WuC and Grant Thornton which led to arrests of certain 
individuals by the Serious Fraud Office in the UK.  In January 2015, Kaupthing and 
the member of the WuC filed an application to strike out the claim on the basis that 
the English court does not have jurisdiction.  Hearings are scheduled for 9-10 June 
2015 in the UK.  The WuC considers the allegations have no basis in fact or law. 

CLAIMS LIST 

• The Claims list has been updated to 15 April 2015. 

• As at 15 April 2015, lodged claims under Art 109-113 of the Bankruptcy Act 
amounted to ISK4,172bn (EUR24.7bn), this has decreased by ISK30.5bn 
(EUR180.2m).  

• Total outstanding claims have reduced to ISK2,825.6bn (EUR16.6bn) a decrease of 
ISK53.7bn (EUR317.1m). 

• Finally accepted unsecured claims (Art 113) now amount to ISK2,786bn 
(EUR16.5bn) an increase of ISK54.4bn (EUR321.4m). 

• Claims in dispute amount to ISK66.4bn (EUR392.3m) and have decreased by 
ISK68.7bn (EUR405.9m). 

• Finally rejected claims now amount to ISK1,291.4bn (EUR7.6bn) which is an 
increase of ISK27.2bn (EUR160.7m).  

The next Kaupthing Creditors’ Meeting will be held in Reykjavik on 21 October 2015. 

FOR FURTHER INFORMATION 

• Click here for Kaupthing’s Creditors’ Report of 22 April 2015 

• Click here for Kaupthing’s Financial Statements for 2014 
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http://www.kaupthing.com/library/Files/pdf/Creditors-Report-Update/Kaupthing%20Creditors%20Report%2022%20April%202015.pdf
http://www.kaupthing.com/library/Files/pdf/Financial-info/Kaupthing%20-%20Annual%20Report%202014-%20Final.pdf

