INFORMATION MEMORANDUM STRICTLY CONFIDENTIAL

GLITNIR BANKI HF.

October 14, 2009

Dear stakeholder:

On behalf of the Resolution Committee (the “Resolution Committee”) of Glitnir banki hf. (the “Old Bank” or “Glitnir”), I am
pleased to report that after many months of effort, the Resolution Committee, working closely with its advisers, has reached an
understanding with Islandsbanki hf. (the “New Bank” or “Islandsbanki”) and the Ministry of Finance of Iceland (the “Ministry of
Finance”) regarding the form of the compensation instruments (the “Instruments”) that may be issued by the New Bank to the Old
Bank. These discussions also have included Iceland’s Financial Supervisory Authority (the “FME”), which has passed upon the
capital adequacy and other regulatory matters relating to the New Bank.

The informal committee of the creditors (“ICC”) of the Old Bank, together with advisers to certain of its members, have
participated in a number of discussions relating to, and in the negotiations concerning, the New Bank and the form of the
Instruments. Various ICC members have expressed their support for the arrangements described herein.

The Instruments will be held by the Old Bank and will be among the principal assets of the Old Bank. The creditors of the Old
Bank will have an interest in the Instruments through their claim on the Old Bank. The creditors may have an opportunity at a later
stage to hold interests in the Instruments directly.

The purpose of this information memorandum is to describe the process undertaken by the Resolution Committee and its
discussions with stakeholders in reaching an agreement regarding the form of the Instruments. This information memorandum
also describes the limited materials that were made available to the Resolution Committee and its advisers during these
discussions. Finally, the information memorandum sets out a summary, based only on information made available to the
Resolution Committee and not independently verified by the Resolution Committee, of the business and financial condition of the
New Bank.

Subsequent to the open creditors’ meeting held on September 22, 2009 and the ICC meeting held on October 9, 2009, the
Resolution Committee has, after due and careful consideration with its advisers, Islandsbanki’s management and
Islandsbanki’s auditors, selected the Joint Capitalization Agreement (the “JCA”), as described under “Description of the
Instruments—Joint Capitalization Alternative” beginning on page 23 of this information memorandum, under the terms of
the agreement reached with the Icelandic government on September 13, 2009, as the capitalization arrangement governing
the form of the Instruments. As a result of this decision, Glitnir will own a 95% share of Islandsbanki through a wholly-
owned intermediate holding company.

It should be emphasized that Glitnir, on behalf of its creditors, will hold and manage Islandsbanki’s securities as it would
any other asset on its balance sheet until otherwise directed by the Winding-Up Board (as defined herein) and the
Resolution Committee. Under-the current esfimated valuation, Islandsbanki represents approximately 14% of Glitnir’s
total estimated asset basé as"at"-Juhe 30; 2009 The Resolution Committee will take all necessary and appropriate steps in
order to maximize the value of Islandsbanki’s securities and will evaluate strategic alternatives.

We are not soliciting any vote or indication of interest from, or on behalf of, the stakeholders. Claims by stakeholders must be
filed by November 26, 2009 in order to be considered by the Winding-Up Board of the Old Bank. The Resolution Committee is
not authorized to consider any claim. For information regarding the claims process, please see www.glitnirbank.com. Thank you
very much for your attention to this matter.

Sincerely,
Arni Tomasson

Chairman of the Resolution Committee of Glitnir Banki hf.,
on behalf of the Resolution Committee of Glitnir Banki hf.


http://www.glitnirbank.com

NOTICE TO RESIDENTS OF THE EUROPEAN ECONOMIC AREA

IN RELATION TO EACH MEMBER STATE OF THE EUROPEAN ECONOMIC AREA WHICH HAS
IMPLEMENTED THE PROSPECTUS DIRECTIVE (EACH, A "RELEVANT MEMBER STATE"), WITH
EFFECT FROM AND INCLUDING THE DATE ON WHICH THE PROSPECTUS DIRECTIVE IS
IMPLEMENTED IN THAT RELEVANT MEMBER STATE (THE "RELEVANT IMPLEMENTATION
DATE") WE HAVE NOT MADE AND WILL NOT MAKE AN OFFER OF SECURITIES WHICH ARE
THE SUBJECT OF THE OFFERING CONTEMPLATED BY THIS INFORMATION MEMORANDUM
TO THE PUBLIC IN THAT RELEVANT MEMBER STATE EXCEPT THAT WE MAY, WITH EFFECT
FROM AND INCLUDING THE RELEVANT IMPLEMENTATION DATE, MAKE AN OFFER OF SUCH
SECURITIES TO THE PUBLIC IN THAT RELEVANT MEMBER STATE AT ANY TIME:

(A) TO LEGAL ENTITIES WHICH ARE AUTHORISED OR REGULATED TO OPERATE IN THE
FINANCIAL MARKETS OR, IF NOT SO AUTHORISED OR REGULATED, WHOSE
CORPORATE PURPOSE IS SOLELY TO INVEST IN SECURITIES;

B) TO ANY LEGAL ENTITY WHICH HAS TWO OR MORE OF (1) AN AVERAGE OF AT LEAST
250 EMPLOYEES DURING THE LAST (OR IN THE CASE OF SWEDEN, LAST TWO)
FINANCIAL YEAR(S); (2) A TOTAL BALANCE SHEET OF MORE THAN €43,000,000; AND (3)
AN ANNUAL NET TURNOVER OF MORE THAN €50,000,000, AS SHOWN IN ITS LAST (OR IN
THE CASE OF SWEDEN, LAST TWO) ANNUAL OR CONSOLIDATED ACCOUNTS;

© TO FEWER THAN 100 NATURAL OR LEGAL PERSONS (OTHER THAN QUALIFIED
INVESTORS AS DEFINED IN THE PROSPECTUS DIRECTIVE) SUBJECT TO OBTAINING
THE PRIOR CONSENT OF THE RELEVANT DEALER(S) NOMINATED BY THE ISSUER FOR
ANY SUCH OFFER; OR

D) IN ANY OTHER CIRCUMSTANCES FALLING WITHIN ARTICLE 3(2) OF THE PROSPECTUS
DIRECTIVE,

(E) PROVIDED THAT NO SUCH OFFER OF SECURITIES REFERRED TO IN (A) TO (D) ABOVE
WILL REQUIRE US TO PUBLISH A PROSPECTUS PURSUANT TO ARTICLE 3 OF THE
PROSPECTUS DIRECTIVE OR SUPPLEMENT A PROSPECTUS PURSUANT TO ARTICLE 16
OF THE PROSPECTUS DIRECTIVE.

FOR THE PURPOSES OF THIS PROVISION, THE EXPRESSION AN "OFFER OF SECURITIES TO
THE PUBLIC" IN RELATION TO ANY SECURITIES IN ANY RELEVANT MEMBER STATE MEANS
THE COMMUNICATION IN ANY FORM AND BY ANY MEANS OF SUFFICIENT INFORMATION ON
THE TERMS OF THE OFFER AND THE SECURITIES TO BE OFFERED SO AS TO ENABLE AN
INVESTOR TO DECIDE TO PURCHASE OR SUBSCRIBE THE SECURITIES, AS THE SAME MAY BE
VARIED IN THAT MEMBER STATE BY ANY MEASURE IMPLEMENTING THE PROSPECTUS
DIRECTIVE IN THAT MEMBER STATE AND THE EXPRESSION "PROSPECTUS DIRECTIVE"
MEANS DIRECTIVE 2003/71/EC AND INCLUDES ANY RELEVANT IMPLEMENTING MEASURE IN
EACH RELEVANT MEMBER STATE.

NOTICE TO RESIDENTS OF FRANCE

THIS INFORMATION MEMORANDUM HAS NOT BEEN APPROVED BY THE AUTORITE DES
MARCHES FINANCIERS ("AMF").

WE HAVE NOT OFFERED OR SOLD AND WILL NOT OFFER OR SELL, DIRECTLY OR
INDIRECTLY, TO THE PUBLIC IN FRANCE, AND WE HAVE NOT DISTRIBUTED OR CAUSED TO
BE DISTRIBUTED AND WILL NOT DISTRIBUTE OR CAUSE TO BE DISTRIBUTED THIS



INFORMATION MEMORANDUM OR ANY OTHER OFFERING MATERIAL RELATING TO THE
INSTRUMENTS TO THE PUBLIC IN FRANCE, AND SUCH OFFERS, SALES AND DISTRIBUTIONS
MAY BE MADE IN FRANCE ONLY TO (I) PROVIDERS OF INVESTMENT SERVICES RELATING TO
PORTFOLIO MANAGEMENT FOR THE ACCOUNT OF THIRD PARTIES, AND/OR (II) QUALIFIED
INVESTORS (INVESTISSEURS QUALIFIES) OTHER THAN INDIVIDUALS, ACTING FOR THEIR
OWN ACCOUNT, ALL AS DEFINED IN, AND IN ACCORDANCE WITH ARTICLES L.411-1, L.411-2
AND D.411-1 TO D.411-3 OF THE FRENCH CODE MONETAIRE ET FINANCIER. THE DIRECT OR
INDIRECT RESALE OF THE INSTRUMENTS TO THE PUBLIC IN FRANCE MAY BE MADE ONLY
AS PROVIDED BY AND IN ACCORDANCE WITH ARTICLES L.411-1, L.411-2, L.412-1 AND L.621-8
TO L.621-8-3 OF THE FRENCH CODE MONETAIRE ET FINANCIER.

NOTICE TO RESIDENTS OF ITALY

NO INSTRUMENTS MAY BE OFFERED, SOLD OR DELIVERED, NOR MAY COPIES OF THIS
INFORMATION MEMORANDUM OR OF ANY OTHER DOCUMENT RELATING TO THE
INSTRUMENTS BE DISTRIBUTED IN THE REPUBLIC OF ITALY, EXCEPT:

TO QUALIFIED INVESTORS (/INVESTITORI QUALIFICATI) AS DEFINED IN ARTICLE 34-TER,
FIRST PARAGRAPH, LETTER B) OF CONSOB REGULATION NO. 11971 OF 14 MAY 1999, AS
AMENDED ("CONSOB REGULATION NO. 11971"), PURSUANT TO ARTICLE 100 OF LEGISLATIVE
DECREE NO. 58 OF 24 FEBRUARY 1998, AS AMENDED (THE "ITALIAN FINANCIAL SERVICES
ACT"); OR

IN CIRCUMSTANCES WHICH ARE EXEMPTED FROM THE RULES ON SOLICITATION OF
INVESTMENTS PURSUANT TO ARTICLE 100 OF THE ITALIAN FINANCIAL SERVICES ACT AND
ARTICLE 34-TER, FIRST PARAGRAPH, OF CONSOB REGULATION NO. 11971.

ANY OFFER, SALE OR DELIVERY OF THE INSTRUMENTS OR DISTRIBUTION OF COPIES OF
THIS INFORMATION MEMORANDUM OR ANY OTHER DOCUMENT RELATING TO THE
INSTRUMENTS IN THE REPUBLIC OF ITALY UNDER (A) OR (B) ABOVE MUST BE:

@ MADE BY AN INVESTMENT FIRM, BANK OR FINANCIAL INTERMEDIARY PERMITTED
TO CONDUCT SUCH ACTIVITIES IN THE REPUBLIC OF ITALY IN ACCORDANCE WITH THE
ITALIAN FINANCIAL SERVICES ACT, CONSOB REGULATION NO. 16190 OF 29 OCTOBER 2007 (AS
AMENDED FROM TIME TO TIME) AND LEGISLATIVE DECREE NO. 385 OF 1 SEPTEMBER 1993,
AS AMENDED (THE "ITALIAN BANKING ACT"); AND

d§n IN COMPLIANCE WITH ARTICLE 129 OF THE ITALIAN BANKING ACT, AS AMENDED,
AND THE IMPLEMENTING GUIDELINES OF THE BANK OF ITALY, AS AMENDED FROM TIME TO
TIME, PURSUANT TO WHICH THE BANK OF ITALY MAY REQUEST INFORMATION ON THE
ISSUE OR THE OFFER OF INSTRUMENTS IN THE REPUBLIC OF ITALY; AND

111) IN COMPLIANCE WITH ANY OTHER APPLICABLE LAWS AND REGULATIONS OR
REQUIREMENT IMPOSED BY CONSOB OR OTHER ITALIAN AUTHORITY.

PLEASE NOTE THAT IN ACCORDANCE WITH ARTICLE 100-BIS OF THE ITALIAN FINANCIAL
SERVICES ACT, WHERE NO EXEMPTION FROM THE RULES ON SOLICITATION OF
INVESTMENTS APPLIES UNDER (A) AND (B) ABOVE, THE SUBSEQUENT DISTRIBUTION OF THE
INSTRUMENTS ON THE SECONDARY MARKET IN ITALY MUST BE MADE IN COMPLIANCE
WITH THE PUBLIC OFFER AND THE PROSPECTUS REQUIREMENT RULES PROVIDED UNDER
THE ITALIAN FINANCIAL SERVICES ACT AND CONSOB REGULATION NO. 11971. FAILURE TO
COMPLY WITH SUCH RULES MAY RESULT IN THE SALE OF SUCH INSTRUMENTS BEING
DECLARED NULL AND VOID AND IN THE LIABILITY OF THE INTERMEDIARY TRANSFERRING
THE FINANCIAL INSTRUMENTS FOR ANY DAMAGES SUFFERED BY THE INVESTORS.

il



NOTICE TO RESIDENTS OF JERSEY

NEITHER THE JERSEY REGISTRAR OF COMPANIES NOR THE JERSEY FINANCIAL SERVICES
COMMISSION HAS REVIEWED, OR APPROVED OF, THIS INFORMATION MEMORANDUM.

THIS INFORMATION MEMORANDUM DOES NOT CONSTITUTE AN INVITATION OR OFFER TO
SELL (WHETHER BY WAY OF SUBSCRIPTION, TRANSFER, EXCHANGE OR OTHERWISE), OR
THE SOLICITATION OF AN INVITATION OR OFFER TO PURCHASE (WHETHER BY WAY OF
SUBSCRIPTION, TRANSFER, EXCHANGE OR OTHERWISE), ANY INSTRUMENTS TO ANY
PERSON RESIDENT IN JERSEY AND NO PERSON RESIDENT IN JERSEY MAY PURCHASE
(WHETHER BY WAY OF SUBSCRIPTION, TRANSFER, EXCHANGE OR OTHERWISE) ANY
INSTRUMENTS PURSUANT TO THIS INFORMATION MEMORANDUM.

NOTICE TO RESIDENTS IN LUXEMBOURG

IN ADDITION TO THE CIRCUMSTANCES DESCRIBED ABOVE IN “NOTICE TO RESIDENTS OF
THE EUROPEAN ECONOMIC AREA” ABOVE, THE INSTRUMENTS MAY ALSO BE OFFERED FOR
SALE IN THE GRAND DUCHY OF LUXEMBOURG:

AT ANY TIME, TO NATIONAL AND REGIONAL GOVERNMENTS, CENTRAL BANKS,
INTERNATIONAL AND SUPRANATIONAL INSTITUTIONS (SUCH AS THE INTERNATIONAL
MONETARY FUND, THE EUROPEAN CENTRAL BANK, THE EUROPEAN INVESTMENT BANK)
AND OTHER SIMILAR INTERNATIONAL ORGANISATIONS;

AT ANY TIME, TO LEGAL ENTITIES WHICH ARE AUTHORISED OR REGULATED TO OPERATE
IN THE FINANCIAL MARKETS (INCLUDING, CREDIT INSTITUTIONS, INVESTMENT FIRMS,
OTHER AUTHORISED OR REGULATED FINANCIAL INSTITUTIONS, INSURANCE COMPANIES,
UNDERTAKINGS FOR COLLECTIVE INVESTMENT AND THEIR MANAGEMENT COMPANIES,
PENSION AND INVESTMENT FUNDS AND THEIR MANAGEMENT COMPANIES, COMMODITY
DEALERS) AS WELL AS ENTITIES NOT SO AUTHORISED OR REGULATED WHOSE CORPORATE
PURPOSE IS SOLELY TO INVEST IN SECURITIES; AND

AT ANY TIME, TO CERTAIN NATURAL PERSONS OR SMALL AND MEDIUM-SIZED ENTERPRISES
(AS DEFINED IN THE LUXEMBOURG LAW DATED 10 JULY 2005 ON PROSPECTUSES FOR
SECURITIES IMPLEMENTING THE PROSPECTUS DIRECTIVE INTO LUXEMBOURG LAW)
RECORDED IN THE REGISTER OF NATURAL PERSONS OR SMALL AND MEDIUM-SIZED
ENTERPRISES CONSIDERED AS QUALIFIED INVESTORS AS HELD BY THE COMMISSION DE
SURVEILLANCE DU SECTEUR FINANCIER AS COMPETENT AUTHORITY IN LUXEMBOURG IN
ACCORDANCE WITH THE PROSPECTUS DIRECTIVE.

NOTICE TO RESIDENTS OF SWITZERLAND

THE INSTRUMENTS MAY NOT BE PUBLICLY OFFERED IN SWITZERLAND, AS SUCH TERM IS
DEFINED OR INTERPRETED UNDER THE SWISS CODE OF OBLIGATIONS OR THE SWISS
FEDERAL ACT ON COLLECTIVE INVESTMENT SCHEMES, AND NEITHER THIS INFORMATION
MEMORANDUM NOR ANY OTHER DOCUMENTS RELATED TO THE INSTRUMENTS WILL
CONSTITUTE A PROSPECTUS IN THE SENSE OF ARTICLE 652A OR 1156 OF THE SWISS CODE OF
OBLIGATIONS, OR CONSTITUTE A SIMPLIFIED PROSPECTUS IN THE SENSE OF ARTICLE 5 OF
THE SWISS COLLECTIVE INVESTMENT SCHEMES ACT. THE INSTRUMENTS DO NOT
CONSTITUTE A PARTICIPATION IN A COLLECTIVE INVESTMENT SCHEME IN THE MEANING
OF THE SWISS FEDERAL ACT ON COLLECTIVE INVESTMENT SCHEMES AND THEY ARE
NEITHER SUBJECT TO APPROVAL NOR SUPERVISION BY THE SWISS FINANCIAL MARKET
SUPERVISORY AUTHORITY (FINMA).
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NOTICE TO RESIDENTS OF ISRAEL

THIS OFFER IS INTENDED SOLELY FOR INVESTORS LISTED IN THE FIRST SUPPLEMENT OF
THE ISRAELI SECURITIES LAW OF 1968, AS AMENDED. A PROSPECTUS HAS NOT BEEN
PREPARED OR FILED, AND WILL NOT BE PREPARED OR FILED, IN ISRAEL RELATING TO THE
INSTRUMENTS OFFERED HEREUNDER. THE INSTRUMENTS CANNOT BE RESOLD IN ISRAEL
OTHER THAN TO INVESTORS LISTED IN THE FIRST SUPPLEMENT OF THE ISRAELI
SECURITIES LAW OF 1968, AS AMENDED.

NOTICE TO RESIDENTS OF THE NETHERLANDS

THE INSTRUMENTS MAY NOT BE OFFERED, SOLD, TRANSFERRED OR DELIVERED IN OR
FROM THE NETHERLANDS AS PART OF THEIR INITIAL DISTRIBUTION OR AT ANY TIME
THEREAFTER, DIRECTLY OR INDIRECTLY, OTHER THAN TO INDIVIDUALS OR LEGAL
ENTITIES, WHICH INCLUDES, BUT IS NOT LIMITED TO, BANKS, BROKERS, DEALERS,
INSTITUTIONAL INVESTORS AND UNDERTAKINGS WITH A TREASURY DEPARTMENT, WHO
OR WHICH TRADE OR INVEST IN SECURITIES IN THE CONDUCT OF A BUSINESS OR A
PROFESSION.

NOTICE TO RESIDENTS OF MONACO

THIS INFORMATION MEMORANDUM IS BEING PROVIDED ONLY TO CREDITORS OF GLITNIR
SOLELY FOR THE PURPOSE OF DESCRIBING TO SUCH CREDITORS THE COMPENSATION
INSTRUMENTS THAT WILL BE ISSUED TO GLITNIR IN RESPECT OF ASSETS TRANSFERRED
FROM GLITNIR AS A RESULT OF THE FINANCIAL CRISIS THAT OCCURRED IN THE LATTER
PART OF 2008. THIS INFORMATION MEMORANDUM HAS NOT BEEN AND WILL NOT BE
REGISTERED WITH OR APPROVED BY ANY REGULATORY AUTHORITY IN THE PRINCIPALITY
OF MONACO. THIS INFORMATION MEMORANDUM IS PERSONAL TO THE GLITNIR CREDITOR
TO WHOM IT HAS BEEN DELIVERED AND HAS BEEN PREPARED SOLELY FOR USE IN
CONNECTION WITH THE TRANSACTION WITH GLITNIR DESCRIBED THEREIN. DISTRIBUTION
OF THIS INFORMATION MEMORANDUM TO ANY PERSON OTHER THAN THE RECIPIENT AND
THOSE PERSONS, IF ANY, RETAINED TO ADVISE SUCH RECIPIENT WITH RESPECT TO THE
OFFER TO GLITNIR IS UNAUTHORIZED, AND ANY DISCLOSURE OF ANY OF ITS CONTENTS IS
PROHIBITED. EACH RECIPIENT, BY ACCEPTING DELIVERY OF THIS INFORMATION
MEMORANDUM, AGREES TO THE FOREGOING AND AGREES TO MAKE NO COPIES OF THIS
INFORMATION MEMORANDUM. THIS INFORMATION MEMORANDUM DOES NOT CONSTITUTE
AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO BUY, ANY OF THE INSTRUMENTS
TO BE DELIVERED TO GLITNIR DISCUSSED THEREIN BY ANY PERSON IN ANY JURISDICTION
IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO MAKE SUCH AN OFFERING OR
SOLICITATION. NEITHER THE DELIVERY OF THIS INFORMATION MEMORANDUM NOR ANY
DELIVERY TO GLITNIR MADE THEREUNDER OF THE INSTRUMENTS DESCRIBED HEREIN
WILL UNDER ANY CIRCUMSTANCES IMPLY THAT THE INFORMATION HEREIN IS CORRECT
AS OF ANY DATE SUBSEQUENT TO THE DATE HEREOF.

NOTICE TO RESIDENTS OF GUERNSEY

THE INSTRUMENTS MAY ONLY BE OFFERED OR SOLD IN OR FROM WITHIN THE BAILIWICK
OF GUERNSEY EITHER (I) BY PERSONS LICENSED TO DO SO UNDER THE PROTECTION OF
INVESTORS (BILIWICK OF GUERNSEY) LAW, 1987 (AS AMENDED) (THE “POI LAW”); OR (II) TO
PERSONS LICENSED UNDER THE POI LAW; OR (III) TO PERSONS LICENSED UNDER THE
INSURANCE BUSINESS (BAILIWICK OF GUERNSEY) LAW, 2002, THE BANKING SUPERVISION
(BAILIWICK OF GUERNSEY) LAW, 1994, OR THE REGULATION OF FIDUCIARIES,
ADMINISTRATION BUSINESSES AND COMPANY DIRECTORS, ETC, (BAILIWICK OF GUERNSEY)
LAW, 2000.

v



NEITHER THE GUERNSEY FINANCIAL SERVICES COMMISSION NOR THE STATES OF
GUERNSEY POLICY COUNCIL TAKE ANY RESPONSIBILITY FOR THE FINANCIAL SOUNDNESS
OF THE ISSUER OR FOR THE CORRECTNESS OF ANY OF THE STATEMENTS MADE OR
OPINIONS EXPRESSED WITH REGARD TO IT.

NOTICE TO RESIDENTS OF THE BRITISH VIRGIN ISLANDS

THIS INFORMATION MEMORANDUM AND THE SECURITIES OFFERED HEREBY HAVE NOT
BEEN, AND WILL NOT BE, REGISTERED UNDER THE LAWS AND REGULATIONS OF THE
BRITISH VIRGIN ISLANDS, NOR HAS ANY REGULATORY AUTHORITY IN THE BRITISH VIRGIN
ISLANDS PASSED COMMENT UPON OR APPROVED THE ACCURACY OR ADEQUACY OF THIS
INFORMATION MEMORANDUM.

FOR OTHER NON-UNITED STATES RESIDENTS

IT IS THE RESPONSIBILITY OF THE PROSPECTIVE INVESTOR TO SATISFY ITSELF AS TO FULL
OBSERVANCE OF THE LAWS OF ANY RELEVANT TERRITORY OR JURISDICTION OUTSIDE THE
UNITED STATES IN CONNECTION WITH ANY PURCHASE OF SECURITIES, INCLUDING,
WITHOUT LIMITATION, OBTAINING ANY REQUIRED GOVERNMENTAL OR OTHER CONSENTS
OR OBSERVING ANY OTHER APPLICABLE REQUIREMENTS.

THIS DOCUMENT DOES NOT CONSTITUTE AN INVITATION OR OFFER TO SELL OR THE
SOLICITATION OF AN INVITATION TO BUY ANY INTEREST IN THE INSTRUMENTS. THE
INSTRUMENTS DESCRIBED HEREIN WILL NOT BE ISSUED, EXCHANGED OR TRANSFERRED IN
CONTRAVENTION OF APPLICABLE LAW.

FOR UNITED STATES RESIDENTS

SECURITIES MAY NOT BE OFFERED OR SOLD IN THE UNITED STATES UNLESS THEY ARE
REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES
ACT”), OR UNLESS OFFERED AND ISSUED PURSUANT TO AN EXEMPTION FROM THE
REGISTRATION REQUIREMENTS THEREUNDER. NEITHER THE U.S. SECURITIES AND
EXCHANGE COMMISSION, NOR ANY OTHER U.S. FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY HAS APPROVED OR DISAPPROVED OF THE
INSTRUMENTS OR PASSED UPON THE ADEQUACY OF THIS INFORMATION MEMORANDUM.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE IN THE UNITED STATES.

INFORMATION FOR U.S. STAKEHOLDERS

IN THE UNITED STATES, THIS DOCUMENT IS BEING FURNISHED TO KNOWN CREDITORS
SOLELY TO EXPLAIN THE PROCESS THAT THE RESOLUTION COMMITTEE HAS UNDERTAKEN,
AS WELL AS TO EXPLAIN THE FEATURES OF THE INSTRUMENTS. THIS DOCUMENT IS
PERSONAL TO EACH CREDITOR AND DOES NOT CONSTITUTE AN OFFER TO ANY OTHER
PERSON OR TO THE PUBIC GENERALLY TO SUBSCRIBE FOR ANY INTEREST IN THE
INSTRUMENTS. THIS INFORMATION MEMORANDUM DOES NOT CONSTITUTE AN OFFER OF
SECURITIES FOR SALE IN THE UNITED STATES.
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Certain information in the sections entitled “Background of the Proposal” and the “Icelandic
Economy” has been taken from publications by the National Economic Institute, the Icelandic Ministry of
Finance (the “Ministry of Finance”) and the Central Bank of Iceland (the “Central Bank”). We confirm that
such information has been accurately reproduced and that, so far as we are aware and are able to ascertain
from information published by such sources, no facts have been omitted that would render the reproduced
information inaccurate or misleading.

We have not authorized any person to give any information or to make any representation not
contained in or not consistent with this information memorandum or any other information supplied in
connection with the Instruments and, if given or made, such information or representation must not be relied
upon as having been authorized by us or by any of our advisers.

Neither this information memorandum nor any other information supplied in connection with the
Instruments (1) is intended to provide the basis of any credit or other evaluation or (2) should be considered
as a recommendation by us or by our advisers that any recipient of this information memorandum or any
other information supplied in connection with the Instruments or the claims process should make any
investment decision or determination regarding the Instruments or the New Bank.

Each stakeholder contemplating filing a claim against the Old Bank should make its own
independent investigation of the financial condition and affairs of the New Bank, and its own determination
concerning the New Bank’s creditworthiness. Neither this information memorandum nor any other
information supplied in connection with the Instruments or the claims process constitutes an offer or
invitation by or on our behalf or by or on behalf of our advisers to any person to subscribe for, or to
purchase, interests in the Instruments.

The delivery of this information memorandum will not in any circumstances imply that the
information contained herein concerning the Old Bank or the New Bank is correct at any time subsequent to
the date hereof or that any other information supplied in connection with the Old Bank, the New Bank or the
Instruments is correct as of any time subsequent to the date indicated in the document containing the same.

This information memorandum does not constitute an offer to sell or the solicitation of an offer to
buy any securities in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in
such jurisdiction. The distribution of this information memorandum may be restricted by law in certain
jurisdictions. We do not represent that this information memorandum may be lawfully distributed in
compliance with any applicable registration or other requirements in any such jurisdiction, or pursuant to an
exemption available thereunder, or assume any responsibility for facilitating any distribution or offering of
any interest in the Instruments. No action has been taken to permit any offering of interests in the
Instruments in any jurisdiction where such action for that purpose is required.

No interests in the Instruments may be offered or sold, directly or indirectly, and neither this
information memorandum nor any advertisement or other offering material may be distributed or published
in any jurisdiction, except under circumstances that will result in compliance with any applicable laws and
regulations. This information memorandum may only be used for the purposes for which it has been
published. Persons into whose possession this information memorandum may come must inform themselves
about, and observe, any such restrictions on the distribution of this information memorandum.

Nothing herein should be considered to impose on the recipient of this information memorandum
any limitation on disclosure of the tax treatment or tax structure of the transactions or matters described
herein.

UBS Securities LLC (“UBS”) is acting as financial and capital markets adviser to the Resolution
Committee of Glitnir in connection with certain matters covered in this information memorandum and to no
one else, and will not be responsible to anyone other than the Resolution Committee (whether or not a
recipient of this information memorandum) for providing the protections offered to clients of UBS nor for
providing advice in relation to any matters set out in this information memorandum. Any parties evaluating
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the information set out herein are recommended to seek their own financial and other professional advice as
they consider appropriate.
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FORWARD-LOOKING STATEMENTS

This information memorandum contains forward-looking statements. Forward-looking statements are
statements that are not historical facts. Examples of forward-looking statements include:

¢ Financial projections and estimates and their underlying assumptions;

e Statements regarding the potential realizable value of assets, including the Instruments;

e Statements regarding the impact of regulatory initiatives on operations;

e Statements regarding plans, objectives and expectations relating to future operations and services;
e Statements regarding market share;

e Statements regarding general industry and macroeconomic growth rates and performance relative to
them; and

e Statements regarding future performance.

EEINNTS

Forward-looking statements generally are identified by the words “expects”, “anticipates”, “believes”,
“intends”, “estimates” and similar expressions. Forward-looking statements are based on current plans, estimates
and projections, and, therefore, you should not place too much reliance on them. Forward-looking statements speak

only as of the date they are made.

Neither the Old Bank nor the New Bank undertakes any obligation to update any forward-looking
statement in light of new information or future events. Forward-looking statements involve inherent risks, and
uncertainties, most of which are difficult to predict and generally are beyond the control of the Old Bank or the New
Bank, as the case may be. We caution you that a number of important factors could cause actual results or outcomes
to differ materially from those expressed in, or implied by, the forward-looking statements. These factors include,
among other factors:

e Business, political or economic conditions in Iceland and the other countries in which the Old Bank
and the New Bank operate may differ from those expected;

e Changes in interest rates and foreign exchange rates may adversely affect business;

e  Credit, market and liquidity risks may adversely affect credit ratings and cost of funds;

e Systemic risk among financial institutions may adversely affect the Old Bank and the New Bank;

e Increases in loan losses or allowances for loan losses may adversely affect Old Bank and New Bank;
e Actions undertaken by the International Monetary Fund (the “IMF”) or other entities;

e Ratings actions relating to the sovereign debt of Iceland;

e Changes in laws and regulations may adversely affect the business and operations of banks in Iceland
generally;

e Changes in accounting policies and practices, as may be adopted by regulatory agencies and the
International Accounting Standards Board, may affect expected financial reporting; and



e The Old Bank and the New Bank may not manage the risks involved in the foregoing as well as
anticipated.

If these or other risks and uncertainties materialize, or if the assumptions underlying any of these
statements prove incorrect, actual results may be materially different from those expressed or implied by such
statements. Neither the Old Bank nor the New Bank undertakes any obligation to update any forward-looking
statement to reflect subsequent circumstances or events.



PRESENTATION OF CERTAIN FINANCIAL AND OTHER INFORMATION

Financial statements and other financial information for the banks is presented in Icelandic krona, unless
otherwise specified. In this information memorandum, references to “ISK”, “Icelandic krona”, “krona” or “kréonur”
refer to the currency of Iceland. References to “U.S. dollars”, “U.S.$”, “USD” and “$” refer to the currency of the
United States of America, references to “NOK” refer to the currency of Norway, references to “Sterling” and “£”
refer to the currency of the United Kingdom, and references to “euro”, “EUR” and “€” refer to the currency
introduced at the start of the third stage of European economic and monetary union pursuant to the Treaty
establishing the European Community, as amended.

Certain numerical information and other amounts and percentages presented in this information
memorandum may not total due to rounding. In addition, certain figures in this information memorandum have been
rounded to the nearest whole number.

References in this information memorandum to:

e  The “European Union” or “EU” are to Austria, Belgium, Bulgaria, Cyprus, the Czech Republic,
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania,
Luxembourg, Malta, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden, The Netherlands

and the United Kingdom.

e  The “European Economic Area” or “EEA” are to the European Union, Iceland, Liechtenstein and
Norway.

e  The “Nordic countries” are to Denmark, the Faroe Islands, Finland, Iceland, Norway and Sweden.
e “Northern Europe” are to the Baltic states (Estonia, Latvia and Lithuania), the Benelux countries
(Belgium, Luxembourg and The Netherlands), Germany, Ireland, the Nordic countries and the United

Kingdom.

e “Scandinavia” are to Denmark, Finland, Norway and Sweden.



SUMMARY OF THE PROPOSAL

This section provides a summary of the proposal only. You are urged to read the “Description of the
Instruments™ section for a complete understanding of the proposal.

Outline of the Proposal

On July 18, 2009 and as amended periodically thereafter, the Resolution Committee and the formal
negotiating committee (which includes members of the ICC and its advisers) reached an agreement with the
Icelandic government regarding the initial capitalization of Islandsbanki and the compensation alternatives to be
made available to the Old Bank. As we discuss under “Background of the Proposal—Summary Timeline of
Meetings and Process to Date,” there were a number of subsequent meetings and discussions between the parties
during which the proposal was modified and improved. The agreement reached generally comprises either 95%
share capital ownership in Islandsbanki or a set of bonds plus an option for the purchase of share capital of
Islandsbanki. It was agreed that the Icelandic government would subscribe for a majority shareholding in
Islandsbanki (the “Subscription”), thereby capitalizing Islandsbanki on August 14, 2009 with an estimated ISK 65
billion.

The Icelandic government capitalization was made pending the completion of the joint capitalization or
alternative capitalization alternatives. Following a shareholder meeting of Islandsbanki, the Icelandic government
capitalized the bank on August 14, 2009 with ISK 65 billion of Tier 1 capital in the form of Icelandic government
bonds, giving Islandsbanki a core Tier 1 ratio of approximately 12%. On September 13, 2009, the Resolution
Committee signed definitive agreements related to the joint capitalization and alternative capitalization alternatives.
Under these agreements, the Resolution Committee has been granted a period until October 15, 2009, or a later date
as agreed to by the parties, at which point it will notify the Icelandic government whether to complete the joint
capitalization arrangement or remain bound by the alternative capitalization arrangement.

There will be no changes to the status of depositors under Icelandic law as a result of these arrangements.
Islandsbanki believes it will, through the capitalization and further liquidity support that forms part of the
arrangements, be in a strong liquidity position.

Alternatives

There are two alternative compensation structures:

e A structure involving Glitnir holding 95% of the equity shares in Islandsbanki (the “Joint
Capitalization”); and

e A structure involving Glitnir holding secured debt instruments issued by Islandsbanki and an equity
option granted by the Ministry of Finance over 90% of the shares in Islandsbanki (the “Alternative
Capitalization”).

The Resolution Committee must determine by October 15, 2009, or a later date as agreed to by the parties
to the definitive agreements, which alternative it will accept.

Upon signing of the JCA, the Icelandic government has agreed to make available to Islandsbanki a liquidity
facility through Central Bank repo arrangements or otherwise in an amount up to ISK 25 billion.



The Joint Capitalization Option
Joint Capitalization Agreement

The arrangements are set out in a Joint Capitalization Agreement (“JCA”) entered into between the
Ministry of Finance and Glitnir on September 13, 2009. The principal features of the JCA are as follows:

e Upon completion of the JCA, Islandsbanki will transfer to Glitnir Icelandic government bonds (which
were transferred to it by the Icelandic government in consideration for the capitalization by the
Icelandic government referred to above) in consideration for cancelling the bonds that would have
been issued under the Alternative Capitalization.

e  Glitnir will use the Icelandic government bonds to acquire from the Icelandic government 9.5 billion
ordinary shares in Islandsbanki, representing 95% of Islandsbanki’s issued share capital.

e During the period between the parties signing the JCA and its completion, the Ministry of Finance will
give various covenants as to the way in which Islandsbanki’s business will be conducted and will agree
that a director nominated by Glitnir is appointed to the board of Islandsbanki. During such period,
certain matters, including material disposals or changes in business, will require the consent of Glitnir
or such director.

e  The Ministry of Finance will provide capital of ISK 25 billion through 10-year Tier 2 capital
instruments denominated in euros issued by Islandsbanki. These notes cannot be redeemed by
Islandsbanki until five years after their issuance or earlier with the consent of the FME.

e The Ministry of Finance, Islandsbanki and Glitnir will enter into a shareholders’ agreement giving the
Ministry of Finance certain rights in respect of its minority holding.

e  Glitnir undertakes to maintain term deposits amounting to at least the equivalent of ISK 25 billion at
Islandsbanki for a period of 15 months from the date of the JCA.

e The JCA is governed by Icelandic law with the exclusive jurisdiction of the Icelandic courts.

e The Icelandic government will make available to Islandsbanki an ISK 25 billion liquidity facility.

Shareholders’ Agreement

The Shareholders’ Agreement referred to above will remain in force for a period of two years but will
terminate earlier upon the Icelandic government ceasing to hold the Tier 2 instrument referred to above. Its
principal terms include:

o Islandsbanki covenants to ensure that its business and affairs are conducted in a proper and efficient

manner consistent with the Shareholders’ Agreement and its Articles and consistent with an agreed

business plan.

e The Ministry of Finance will have the ability to appoint one director to the Board of Directors of
Islandsbanki who will be appointed to Islandsbanki’s remuneration committee;

o  Certain matters, including amendments to the Articles of Islandsbanki or its subsidiaries, new share
issuances or a material change to accounting policies will require the consent of the Ministry of
Finance.



e During the period that the Shareholders’ Agreement is in force, the Ministry of Finance must approve
the acquisition by any one shareholder other than Glitnir of more than 33.2% of the voting rights in
Islandsbanki, including an acquisition by way of distribution of the shares by Glitnir to its creditors.

e If Glitnir sells a stake of more than 33.2% in Islandsbanki, Glitnir will have a drag along right
requiring the Icelandic government to accept any offer from the purchaser on the same terms and
conditions (including the purchase price) as the selling shareholder. In relation to any such sale by
Glitnir, the Icelandic government also has tag-along rights enabling it to require the proposed
transferee to have made a written offer to the Icelandic government to purchase all ordinary shares held
by it on the same terms and conditions (including the purchase price) as the selling shareholder).

e The Icelandic government will have veto rights in respect of payments of dividends for three years
from the date of the JCA and in respect of Islandsbanki entering into any transactions with Glitnir or its
affiliates other than transactions made in the ordinary course of business and on the same terms offered
to other customers of Islandsbanki. The Icelandic government will not, however, exercise its right of
veto in respect of dividend payments to the extent these do not exceed the payments of principal and
interest that would have been made under Bond A, Bond B and Bond C over the same period if the
ACA had completed as described below. Any such dividend must however be made by Islandsbanki
in compliance with requirements of Icelandic law and capital adequacy requirements.

e  Any party to whom shares in Glitnir are transferred during the period the Shareholders’ Agreement is
in force, including any creditor to whom such shares are distributed, must sign a deed of adherence to
the Shareholders’ Agreement.

e  The Shareholders’ Agreement is governed by Icelandic law with the exclusive jurisdiction of the
Icelandic courts.

The Alternative Capitalization Option
Alternative Capitalization Agreement

The arrangements are set out in an Alternative Capitalization Agreement (“ACA”) to be entered into
between the Ministry of Finance and Glitnir. The principal features of the ACA are as follows:

e  Pursuant to a Bond Issue Agreement (“BIA”) to be entered into between Glitnir and Islandsbanki,
Islandsbanki agrees to issue Bond A, Bond B and Bond C to Glitnir upon the completion of the ACA.

e Bond A has an aggregate principal amount of EUR 346,182,012 (being the euro equivalent of ISK 52
billion as at October 2008).

e Bond B and Bond C will initially not have a principal amount inserted but will be transferred to an
Escrow Agent pending the revaluation mechanism described below (the principal amount, if any, to be
inserted in Bond C will be valued on March 31, 2010 and the principal amount, if any, to be inserted in
Bond B will be valued on March 31, 2012).

e  The final maturity date of all the Bonds will be October 2015. Principal in respect of the Bonds will be
payable in 12 equal quarterly instalments commencing on January 15, 2013.

e All of the Bonds will have the benefit of security to be granted by Islandsbanki as set out further
below.

e In addition to the Bonds, the Ministry of Finance will also issue an equity option instrument to Glitnir
under which the holder has the option to purchase, for cash, ordinary shares in Islandsbanki up to 90%
of its issued share capital.



Bond B/Bond C Revaluation

The principal features of the revaluation mechanism for Bond B and Bond C are as follows:

There will be two determination dates: one on March 31, 2010 and the other on March 31, 2012. The
concept of the revaluation is to reflect increases/decreases in Islandsbanki’s equity from January 1,
20009 to the financial year ended December 31, 2011. This includes changes in the fair value of the
assets held on the balance sheet (whether or not actually accounted for on a fair value basis) subject to
certain adjustments. The profit surplus that will be used to determine the principal amount of Bond B
and Bond C is determined by deducting from any such increase in equity a benchmark return on the
original capital (referencing a rate of interest equal to that payable on government bonds held by
Islandsbanki plus 4%) and multiplying that difference by 90%.

Islandsbanki will calculate the revaluation amounts on the basis of audited financial information.
Glitnir may appoint an independent valuation agent to verify the calculations. If no agreement can be
reached, the matter can be referred to the courts.

The interim determination of the principal amount of Bond C on March 31, 2010 will be made by
reference to the financial statements for the year ended December 31, 2009. This will include a
valuation of Islandsbanki’s assets as conducted by Islandsbanki’s management under IFRS following
discussions with its Board of Directors and Glitnir according to an agreed protocol which will assess
how the key data used in the valuation of these loans as at January 1, 2009 has changed in the period
up to December 31, 2009.

The maximum amount by which the interim valuation of Bond C can be written up in 2010 is ISK 17
billion. The relevant amount will be inserted by the Escrow Agent into Bond C which will be released
from escrow to Glitnir. If the revaluation amount is zero or a negative amount, Bond C will be
cancelled. Interest will accrue on the principal balance of Bond C with effect from January 1, 2010.

The determination of the principal amount of Bond B on March 31, 2012 will be made by reference to
the financial statements for the year ended December 31, 2011 and will again relate to the period
commencing on January 1, 2009. The maximum amount by which Bond B can be written up is ISK 80
billion although there must be deducted from such amount, the principal amount of Bond C. Again,
the relevant amount will be inserted by the Escrow Agent into Bond B which will be released from
escrow. Interest will accrue on the principal balance of Bond B with effect from January 1, 2012.

If there is an event of default or early redemption event for Bond B or Bond C, the valuation
mechanism is accelerated.

General Terms of the Bonds

Other than the principal amount, repayment schedule and the revaluation mechanism, the terms and
conditions of Bond A, Bond B and Bond C are the same. This includes the following:

Interest payable quarterly at EURIBOR plus 3% with a step-up in the margin to 4% after October 15,
2011.

Payments are to be made in euros. However in circumstances where Islandsbanki has tried in good
faith to get the relevant euros for a period of at least 10 business days but has failed to do so, it may
make payments in ISK subject to the terms of a currency indemnity.

The bondholder can elect to redeem the Bonds following a reorganisation of Islandsbanki or the
Icelandic government ceasing to hold more than 50% of the voting shares of Islandsbanki.



There are events of default on a failure to pay (with a three day grace period), breach of material
covenants (with a 30-day cure period), insolvency events and a cross default provision. Islandsbanki is
also providing a number of covenants in relation to matters such as restrictions on disposals of assets,
payments of dividends and borrowings.

The bonds are freely transferrable but are in the form of Icelandic domestic bonds governed by
Icelandic law with the jurisdiction of the Icelandic courts. Glitnir will have the right to require that the
Bonds be converted into euro denominated secured Eurobonds with market standard provisions for
such bonds assuming they are listed on the London, Luxembourg or Dublin stock exchanges and
contain materially the same commercial terms as Bond A, Bond B and Bond C. Glitnir also has the
right to covert the Bonds into term deposits at Islandsbanki with the same maturity date as the Bonds.

Pledge Agreements

Bond A, Bond B and Bond C are secured by pledges over a pool of assets. This asset pool is required to be
maintained at a ratio of 140% as against the secured amounts. Islandsbanki has the right to withdraw or substitute
pledged assets subject to certain conditions, including maintenance of the minimum coverage ratio.

In the event of an insolvency (or similar event) of Islandsbanki, Islandsbanki and the holders of Bond A,
Bond B and Bond C will use their reasonable efforts to ensure that the administrator (or equivalent official)
calculates the depositors’ recovery ratio and distributes the proceeds from the enforcement of the pledge agreements
to enable such proceeds together with the other assets of Islandsbanki to be distributed pari passu between the
bondholders and depositors. If the bondholder enforces the pledge agreements on other grounds than those specified
above, these provisions do not apply unless Islandsbanki becomes subject to such an event within 90 days of the
bondholders’ enforcement of the pledge agreement.

Equity Option

In relation to the equity option, the principal features are as follows:

The holder has the option to purchase ordinary shares in the capital of Islandsbanki of up to 90% of the
share capital owned by the Icelandic government.

The option is granted by the Icelandic government.

The purchase price is based on a return on the initial government investment based on the risk free rate
plus 5%.

The option may be exercised within a one month period after publication of Islandsbanki’s annual
financial statements for 2010, 2011, 2012, 2013 and 2014. It can become exercisable earlier upon a
listing of the shares on an internationally recognized stock exchange, an initial public offering of not
less than 50% of the shares of any class or a change of control.



Questions and Answers

This section provides brief questions and answers regarding a number of areas that may be of interest to
stakeholders. Stakeholders should read this information memorandum in its entirety. Additional information about
many of these matters is also provided on our website. The information contained in this section, in this information
memorandum and on our website should not be construed as legal advice. To the extent that we describe or discuss
specific actions taken by the Icelandic government, you should refer to the various websites of the Icelandic
government and the FME for the official releases and disclosures. To the extent that we describe or summarize any
legal proceedings or any legislation or regulation, please note that these are summaries only and our summaries
are qualified in their entirety and reference is made to the full text of the proceeding, legislation or regulation, as
the case may be.

Questions and Answers About the Information Memorandum

Why are we providing you with this information memorandum?

The purpose of this information memorandum is to describe the process undertaken by the Resolution
Committee (together with its advisers) and the Resolution Committee’s discussions with stakeholders in reaching an
agreement with the New Bank and the Ministry of Finance regarding the form of the Instruments. As we discuss
herein, the Resolution Committee, in reaching an agreement regarding the form of the Instruments, has not reached
an agreement regarding, nor made a determination as to, the valuation of the Instruments.

To whom is this information memorandum directed?

The Resolution Committee is making this information memorandum available to stakeholders of the Old
Bank.

Are stakeholders being asked to vote or to take any other action in response to this information
memorandum?

No. The Resolution Committee is not requesting that stakeholders take any action in response to this
information memorandum. Stakeholders may register to attend the open meeting of creditors of the Old Bank and
may raise any questions regarding the matters discussed herein at the meeting. Creditors are required to complete a
claims form and follow the claims process.

When will the open creditors’ committee meeting take place?

The meeting will take place on September 22, 2009. Additional details regarding the meeting are available
at www.glitnirbank.com. The agenda for the meeting is provided on the website. Registration for the meeting is
available online through the website.

Is court approval of the settlement required?

No court approval is being sought or is required for the Resolution Committee to enter into these
arrangements. The Resolution Committee is authorized to do so by legislation. Stakeholders may seek to take legal
action to challenge any of the proposed arrangements. Stakeholders are urged to contact an Icelandic lawyer in
order to apprise themselves of their rights of action.

Are stakeholders required to file a claim?

Yes. There is a formal claims process that is set forth as a matter of Icelandic law. The claims process is
discussed briefly in this information memorandum under “Icelandic Law Relating to the Moratorium, Claims
Process and Winding-Up Board—Claims Process.” Additional information on the claims process is available on our
website at www.glitnirbank.com.



Who prepared this information memorandum?

This information memorandum has been prepared by the Resolution Committee based only on information
that has been made publicly available or information that was made available to it for this purpose. There is limited
publicly available information regarding the New Bank. Much of the information that is available about the Old
Bank is incomplete or required the Moratorium Administrator (as defined below) or the Resolution Committee, as
the case may be, to make assumptions regarding realizable values or other assumptions about economic
performance. There is no audited financial information available for the Old Bank. In reviewing this information
memorandum, you should note that the Resolution Committee has not independently verified the information that
has been included herein.

Did the Resolution Committee and its advisers have access to information regarding the New Bank?

As discussed herein under “The New Bank,” the information that was made publicly available regarding
the New Bank was limited. In addition, certain information about the New Bank was made available only subject to
certain strict confidentiality undertakings, to a limited group for a limited period of time. That information about the
New Bank did not include audited financial statements and the information that was shared regarding the New Bank
also reflected a number of management judgments as well as other assumptions. You should not, as a result, place
undue reliance on the accuracy or completeness of the information regarding the New Bank provided herein.

Is the balance sheet information for the Old Bank and the New Bank published by the IMF accurate?

Recently, the IMF published limited balance sheet information for the Old Bank and the New Bank. The
balance sheet information is not audited and represents preliminary information only. You should not place undue
reliance on the accuracy of that information.

Are the Statements of Assets and Liabilities of the Old Bank audited?

No. The Statements of Assets and Liabilities of the Old Bank are not audited and as such are not complete.
We have reproduced a portion of the Statements of Assets and Liabilities here for your reference. The full copies
with the explanatory notes are available on our website.

Is the Resolution Committee making a recommendation regarding the Instruments or any other matter?

The Resolution Committee is providing this information memorandum to stakeholders. Stakeholders are
encouraged to attend the open creditors’ meeting. Stakeholders are encouraged to review the materials contained
herein as well as the other information made publicly available on our website. Stakeholders also are urged to
consult with their own advisers regarding their claims and regarding their legal remedies. Various members of the

Will creditors have access to additional information about the Old Bank or the New Bank?
Additional information about the Old Bank has been published on our website. The New Bank has not
publicly released additional information for creditors to evaluate. As noted above, the Resolution Committee and its

advisers were given access to limited information about the New Bank.

Questions and Answers About the Discussions Regarding the Instruments

How were the terms of the Instruments negotiated?

The Icelandic government established a process for negotiation of the form and terms of the Instruments.
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Who participated in the negotiations regarding the Instruments?

The Resolution Committee together with its advisers participated in this process, with representatives of the
Ministry of Finance and its advisers. Members of the ICC and their advisers also participated in the process as part
of a formal negotiating committee.

What was the starting point regarding the value of the Instruments?

Pursuant to its decision of October 14, 2008, as amended, the FME agreed that following a valuation of the
assets and liabilities transferred from the Old Bank to the New Bank, the New Bank would issue a financial
instrument to the Old Bank (and creditors of the Old Bank) in return for that transfer. However, the creditors’
interest in those assets may have been impaired through subordination of their rights and claims to the prior interest
of depositors. In the subsequent negotiations that took place between the parties in 2009, the Icelandic
government’s starting point for the compensation was that it should equal the difference between the fair value of
the transferred assets and liabilities, as determined by the New Bank’s management and the UK limited liability
partnership of Deloitte & Touche LLP (“Deloitte”) with reference to the timing of the transfer as of October 15,
2008.

Subsequent FME decisions amending the October 14, 2008 decision acknowledged that the financial
instrument to be issued by the New Bank is a complicated instrument and more extensive than previously presumed
and that more time was needed to finalize conclusive terms for the financial instrument, due to the scope and nature
of the settlement. The Icelandic government also recognized that reasonable consultations must take place with the
Resolution Committee and representatives of the creditors to the extent possible.

Did the Icelandic government identify its concerns regarding the process for negotiating the Instruments?

In connection with discussing and negotiating the Instruments, the Icelandic government and its advisers
noted that the Icelandic government needed to ensure that the New Bank was appropriately structured and well
capitalized and that governance and other similar issues at the New Bank were addressed in order to ensure the
future viability of the bank. In addition, the Icelandic government and its financial adviser have publicly
commented that the amount of the compensation to be paid should be limited by the fair value of the New Bank’s
assets.

What steps were taken by the Icelandic government and the New Bank prior to the discussions?

The New Bank together with its advisers prepared a fair valuation of the New Bank’s assets, in accordance
with its interpretation of the principles of IFRS 39, for the purposes of establishing the New Bank’s opening balance
sheet, and a pro-forma business plan based on the assumptions inherent in the fair valuation, and worked with the
FME to address the capital requirements of the New Bank.

What information was shared with the participants?

The participants in the negotiation process were allowed access to certain more detailed information about
the New Bank to the extent that they and their advisers agreed to strict confidentiality undertakings. However,
information provided about the New Bank did not include audited financial statements and was incomplete.

Where can I learn about the negotiation process undertaken regarding the Instruments?

The Icelandic government has made a number of public announcements regarding the process. The
Resolution Committee provides herein a summary of the major milestones in the process.

Has any adviser provided a fairness opinion or other recommendation?

No. A fairness opinion or a formal recommendation will not be provided in connection with this
transaction.
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‘Who will hold the Instruments?

The Instruments will be held by the Old Bank and will constitute significant assets of the Old Bank.
Effectively, through the Instruments, the Old Bank may have the majority equity in stake or may have a significant
debt claim on the New Bank. The Old Bank also may distribute interests in the Instruments to the creditors of the
Old Bank. For more information, see “Icelandic Law Relating to the Moratorium, Claims Process and Winding-Up
Board—Winding-Up Board.”

What is the purpose of the Instruments?

As explained in greater detail herein, the FME took control of the Old Bank on October 7, 2008. On
October 15, 2008, the Icelandic government formed the New Bank, which is wholly-owned by the Icelandic
government. At the time that the FME split the Old Bank into two entities, the FME essentially divided the assets
and liabilities of the Old Bank. The Old Bank retains all the foreign assets and liabilities not transferred to the New
Bank. The New Bank took over the Old Bank’s deposits in Iceland, together with the assets relating to the Old
Bank’s Icelandic operations, including loans and other claims. As consideration for the transfer to the New Bank of
such assets, pursuant to its October 14, 2008 decision, as amended, the FME agreed that the New Bank would issue
to the Old Bank a “compensation instrument,” which was to be valued and structured at a later date, after the
valuation of the assets and liabilities transferred to the New Bank and negotiation of the terms of the compensation
instrument. The Instruments are the compensation instrument.

Will the Instruments be listed or traded on any securities exchange?

The Instruments will not be listed or traded on any securities exchange. However, provision has been made
under the ACA for the bond Instrument to be listed in Eurobond form at a later date at the option of the Resolution
Committee, acting as a stakeholder.

How will the Old Bank protect the value of the Instruments and ensure that the New Bank maximizes the
value of its assets?

The New Bank will be led by its own management team and will be independent of the Old Bank. With
the Joint Capitalization option, Glitnir will own 95% of the equity of the New Bank and the shareholders’
agreement, with a limited term, will limit certain of the New Bank’s discretion with respect to certain decisions. For
example, the New Bank will covenant to conduct its business consistent with the terms outlined in the New Bank’s
business plan. Under the Alternative Capitalization option, the New Bank will make certain affirmative covenants
regarding restrictions on the disposition of assets, payment of dividends and borrowings. However, there can be no
assurance that the Old Bank will be able to enforce these covenants, nor can there be any assurance that the Old
Bank will have adequate remedies to address violations of any of these covenants.

Are there any restraints on the New Bank declaring dividends under the Joint Capitalization option?

As noted above and as more fully described under “Description of the Instruments,” the parties will enter
into a shareholders’ agreement. Pursuant to the terms of the shareholders’ agreement, there will be a number of
limitations imposed on the New Bank’s management, which are similar to the restrictions in respect of the bonds
issued under the Alternative Capitalization option.

Are there any restrictions on the Old Bank selling its equity interests in the New Bank?

Under the JCA, during the period during which the sharcholders’ agreement is in force, the Ministry of
Finance must approve the acquisition by any shareholder other than the Old Bank of more than 33.2% of the voting
rights of the New Bank, including an acquisition by way of distribution of the shares by the Old Bank to the
creditors of the Old Bank. There are also certain drag-along and tag-along rights. The terms of the shareholders’
agreement are discussed under the “Description of the Securities.”
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Under the Joint Capitalization option, is the Old Bank subject to any operating constraints in respect of the
New Bank?

Under the Joint Capitalization option, the shareholders’ agreement protects the rights of the Ministry of
Finance as a minority holder of the New Bank. For so long as the shareholders’ agreement remains in effect, the
Ministry of Finance has the ability to appoint one director to the Board of Directors of the New Bank and certain
matters, including amendments to the organizational or constitutive documents of the New Bank, will require the
consent of the Ministry of Finance.
Under the Joint Capitalization option, can the Old Bank merge the New Bank with or into another bank?
Yes. However, a fundamental transaction would require the approval of the Ministry of Finance.
Are there restrictions on transactions between the Old Bank and the New Bank?

There are restrictions on affiliated or interested transactions.

Questions and Answers about the Old Bank and the New Bank

Why was the Old Bank split up?

At the time that the FME intervened to take control of the Old Bank, it was not clear that the Old Bank was
insolvent. The Icelandic government has noted that it intervened in order to prevent liquidity issues from escalating
and in order to stabilize the local Icelandic banking sector and to protect local depositors. At the time of the split,
the FME made a preliminary assessment regarding asset quality. Large provisions were made in both the Old Bank
and the New Bank to bring loan values in line with expected market values. Following the split, an international
audit firm conducted a second valuation.

Did the Old Bank and its advisers consider a reorganization of the Old Bank?

Yes. The financial advisers to the Resolution Committee reviewed the assets and liabilities that remained
with the Old Bank and assessed and discussed with the Resolution Committee “good bank, bad bank” structures,
asset protection schemes and other alternatives.

Who holds the equity of the New Bank?

The New Bank is wholly-owned by the Icelandic government.

Does the Resolution Committee of the Old Bank exercise any control over the New Bank?

Currently, the Resolution Committee of the Old Bank has no control whatsoever over the New Bank.

Has the New Bank disclosed the debt forgiveness and other restructuring or recapitalization measures that it
has taken to date?

Islandsbanki has made available on its website all relevant information about the restructuring and decision
making process within the New Bank, as well as information regarding how the New Bank assists both corporate
and individual customers. There has been limited public disclosure regarding the amounts or number of loans that
have gone through debt forgiveness, restructuring or recapitalization, but this information has been made available
to the Resolution Committee and its advisers.
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Questions and Answers Regarding the Capitalization and Business of the New Bank

How was a determination made regarding the initial capitalization of the New Bank?

On July 18, 2009 and as amended periodically thereafter, the Resolution Committee and the formal
negotiating committee reached an agreement with the Icelandic government regarding the initial capitalization of
Islandsbanki and the compensation alternatives to be made available to the Old Bank, the JCA or the ACA. It was
agreed that the Icelandic government would enter into the Subscription and the Icelandic government would
capitalize Islandsbanki on August 14, 2009 thereby capitalizing Islandsbanki with an estimated ISK 65 billion. It is
expected that the instruments under either compensation agreement will be held by the Old Bank under the control
of the Resolution Committee on behalf of the creditors.

Who will own the “equity” of the New Bank?

On completion of the JCA, the Old Bank will own 95% of Islandsbanki and the Icelandic government will
reduce its capital commitment substantially. The Icelandic government will continue to support the capital of
Islandsbanki with ISK 25 billion in the form of a high quality Tier 2 capital instrument. In addition, the Icelandic
government will have the right to nominate a Board member of Islandsbanki. The Icelandic government also will
provide bonds which the New Bank can use as collateral against the ISK 25 billion of liquidity support from the
Central Bank.

If the JCA is not completed, the ACA will remain in place and the Icelandic government will continue to
own 100% of the share capital of Islandsbanki. Under this agreement, the Old Bank will receive a set of bond
instruments to be issued by Islandsbanki and an option to purchase 90% of the Icelandic government’s share capital
in Islandsbanki subject to the Icelandic government earning a hurdle return rate on its equity investment. The option
over Icelandic government equity will be exercisable between 2011 and 2015.

The Instruments will be held by the Old Bank under the control of the Resolution Committee on behalf of
the creditors.

Has the FME expressed a view regarding the adequacy of the capitalization of the New Bank?

The FME released a statement noting that it had reviewed the business plan and capital adequacy (ICAAP)
(discussed in “The New Bank—Regulatory Capital” herein) prepared by the New Bank and carried out stress testing
procedures to evaluate the adequacy of the proposed capitalization structure and liquidity position of the New Bank.
The FME noted that, based on assumptions that prospective asset transfer prices and capitalization levels are
correctly represented in the New Bank’s business plan, the FME would approve the New Bank as a financial
undertaking fit to hold a banking license, subject to the satisfaction of other conditions. The Icelandic government
conditionally capitalized the bank on August 14, 2009 with ISK 65 billion of Tier 1 capital in the form of Icelandic
government bonds, giving Islandsbanki a core Tier 1 ratio of approximately 12%. However, there can be no
assurance that the New Bank will continue to be adequately capitalized or that it will be able to withstand continued
deterioration in the domestic economy.

Questions and Answers Regarding the Resolution Committee

Why was a Resolution Committee appointed to manage the affairs of the Old Bank? What is the role of the
Resolution Committee?

The Resolution Committee was appointed to oversee the realization of the assets retained within the Old

Bank and to distribute payments to the remaining creditors. In addition, the Resolution Committee is responsible for
managing the day-to-day business and affairs of the Old Bank.

14



Why was the appointment of a Resolution Committee the best option for the Old Bank and its creditors?

The appointment of a Resolution Committee has helped maximize asset realization for creditors, as well as
helped coordinate communication between creditors and other stakeholders.

Has the Resolution Committee appointed any advisers?

Yes. The Resolution Committee appointed various advisers to assist it. We discuss these appointments
under “Advisers.”

There have been reports in the press that the Old Bank is, or may be, considering selling its assets quickly at
low values, often referred to as “fire sales.” What is the Resolution Committee’s approach to asset sales?

The Old Bank intends to maximize the value of its assets. It has not, and does not intend to, conduct any
“fire sale” of its assets. The Old Bank intends to pursue a carefully considered strategy to maximize the value of its
assets in light of prevailing market conditions. We discuss the process undertaken by the Resolution Committee
under “Background of the Proposal.” We discuss recent events at the Old Bank under “The Old Bank—Recent
Transactions.” The Old Bank does not believe that asset sales in the current market environment are advisable.
However, under certain limited circumstances, particular regulatory factors affecting some overseas assets have
required asset sales.

Questions and Answers About the Winding-Up Board

What is the Winding-Up Board?

On May 12, 2009, the District Court of Reykjavik appointed a Winding-Up Board for Glitnir (the
“Winding-Up Board”). The Winding-Up Board will handle certain administrative aspects of the winding-up
proceedings and make decisions regarding the recognition of individual claims and report on these decisions in the
list of claims. Under the Bankruptcy Act, there are a number of additional requirements applicable to the Winding-
Up Board and the claims process. Following the creditors’ meetings that have been held by the Winding-Up Board,
the Winding-Up Board has authorization to pay the claims recognized in part or in full, subject to certain additional
requirements.

How will the claims against Glitnir be ranked?

The claims against Glitnir will generally be ranked as follows:

e assets and interests in the assets of the bank will be delivered to a third party if the third party proves
his entitlement;

e claims on the estate resulting from a contract concluded after the Act on Financial Undertakings No.
161/2002 (the “Act”) came into effect or claims arising after the reference date as a result of measures

approved by the Moratorium Appointee;

e claims secured by a collateral or other security interest in Glitnir’s assets, to the extent they can be
settled by sale of the relevant assets and any income derived from them;

e  priority claims, including various wage claims and claims on deposits;
e unsecured claims (in other words, all other debts not included in the above categories); and

e  deferred claims.
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What is the cut-off point for interest and costs on priority claims and unsecured claims?

The cut-off point for interest and costs on priority claims and unsecured claims is April 22, 2009.
Accordingly, interest and costs on such claims accruing after the entry into force of the Act will be deferred claims.

Questions and Answers About the Moratorium

What is the Moratorium?

On November 21, 2008, the Old Bank applied to a District Court of Reykjavik for a moratorium (the
“Moratorium”) pursuant to the Icelandic Act and Financial Undertakings. This Moratorium was granted on
November 24, 2008.

Did this change the status of the Old Bank?

Apart from the effects of the Moratorium described below, the legal status of the Old Bank has not been
affected. The Old Bank continues to be licensed and supervised by the FME in Iceland to the extent necessary to
enable it to continue its day-to-day operations and to manage and dispose of its assets.

How does the Moratorium affect creditors of the Old Bank?

The principal effect of the Moratorium is that creditors are prohibited from bringing legal proceedings in
respect of any claim they may have against the Old Bank. There are certain limited exceptions to this principle.
Any legal proceeding that was brought against the Old Bank prior to the Moratorium was stayed until the
Moratorium comes to an end. During the Moratorium, the disposal of assets by the Old Bank is generally prohibited
unless necessary for its day-to-day operations as discussed below or to achieve a reorganization of the Old Bank’s
finances.

Why did the Old Bank file for Moratorium?

The Moratorium provides the Old Bank with time in which it can assess its financial condition, consider
strategic alternatives and maximize the value of its assets. Without the Moratorium, there would be a risk of hostile
litigation and seizure of assets by individual creditors, which would make it more difficult for the Old Bank to
collect and manage its assets. This would likely destroy asset values for the majority of the creditors of the Old
Bank.

What is the process?

The Moratorium was initially granted for a period of 12 weeks on November 24, 2008 and was extended on
February 19, 2009 by the District Court of Reykjavik. Extensions may be granted for successive periods not
exceeding nine months provided that the Moratorium may not extend beyond two years from the date of the original
order. Steinunn Guobjartsdottir, a supreme court attorney and former member of the Resolution Committee has
been appointed as administrator of the Moratorium (the “Moratorium Administrator”).

What role do creditors have during the Moratorium?

Creditors have an active role during the Moratorium. Following the initial order issuing the Moratorium, a
creditors’ meeting was required to be held in order to allow creditors to express their views concerning the Old
Bank’s plans during the Moratorium. Creditors also are entitled to attend all hearings of the District Court of
Reykjavik in respect of any application to extend the Moratorium period. At such hearings, creditors may seek to
oppose an extension of the Moratorium. Creditors can also seek to challenge the Moratorium by making a motion to
the District Court of Reykjavik asserting that the legal grounds for the Moratorium no longer exist.
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What effect has the Moratorium had on customers of the Old Bank?

Subject to the supervision of the Moratorium Assistant referred to above, the Old Bank has been able to
continue with its normal day-to-day operations while it formulates a strategy intended to maximize the value of its
assets.

What is the effect of the Moratorium outside of Iceland?

The Moratorium has been granted and has taken effect in Iceland. In addition, because Iceland is a member
of the European Economic Area and is a credit institution within the meaning of the EC Directive on Reorganization
and Winding-up of Credit Institutions (the “EU Directive”), the Moratorium was automatically recognized as a
“reorganization measure” throughout the EU and the three additional EEA states (Iceland, Norway and
Liechtenstein). This means that the courts in such member states are, subject to certain exceptions, including in
relation to employment contracts and certain security and set-off rights, required to give effect to the Moratorium
and apply the prohibition on creditors bringing legal proceedings against the Old Bank, including postponing any
existing creditor actions. Similarly, neither creditors nor the authorities in such member states are permitted to apply
to put the Old Bank into local insolvency, bankruptcy, administration, winding-up or similar proceedings.

In relation to jurisdictions outside of the EEA where it has material assets, the Old Bank has taken the
necessary action to seek recognition of the Moratorium. For more information, see “The Old Bank—Moratorium.”

What effect does the Moratorium have on existing rights of set-off held by creditors?

The Icelandic government passed a Bill of Legislation on April 15, 2009 to amend the Act, which came
into effect on April 22, 2009 (the “Bill of Legislation”). The Bill of Legislation includes new rules regarding the
winding-up proceedings for Icelandic financial institutions. As a result of a temporary provision in the bill, all the
principal rules of the winding-up proceedings apply to the Old Bank whether the Moratorium is in effect or not. Set-
off rights held by a creditor are addressed under the Bankruptcy Act (Article 100).

Does the Moratorium affect the New Bank?

The Moratorium does not affect the New Bank.

Questions and Answers Concerning the ICC and Creditor Communications

What has been done to consult with creditors and what happens next?

Deloitte was engaged to assist the Old Glitnir Resolution Committee to set up the ICC representing a broad
cross section of financial institutions, international deposit holders and other creditors. ICC members were asked to
enter into strict confidentiality undertakings. As discussed in “Background of the Proposal—Background on the
Proposal Undertaken by the Resolution Committee and its Financial Adviser,” the Resolution Committee, with the
assistance of Deloitte and its other advisers, has consulted with the ICC on the Resolution Committee’s plans for
realizing the assets of the Old Bank and making payments to creditors. Members of the ICC have participated in the
formal negotiating committee addressing the Instruments.

Who are members of the ICC and how were they selected?
The identity of the members of the ICC is confidential. Members were proposed by the Resolution
Committee on the basis of size and type of debt, as well as geography. As a result, the members represent a broad

cross-section of the Old Bank’s global creditor base.

The ICC has no formal powers, and its role is purely consultative. Members of the ICC are not
remunerated and do not benefit from any special treatment in respect of any claim which its members may have

against the Old Bank.
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Questions and Answers from the Open Creditors’ Meeting Held on September 22, 2009

Questions and Answers Regarding the Recapitalization of Islandsbanki
What voting process will be used for deciding between the JCA and ACA?

No voting process will be used as Glitnir currently does not formally know the identity and number of its
creditors. Instead, the Resolution Committee will base its decision on (1) the information it currently has available,
(2) additional information received from Islandsbanki between September 22 and 30, 2009, and (3) feedback from
creditors that the Resolution Committee may receive. Creditors may contact the Resolution Committee at
creditorcontact@glitnirbank.com until October 15, 2009 to provide any feedback.

After all of the information described above has been collected, the Resolution Committee will have a final
session with its financial advisers in order to determine which option will maximize the return for creditors and
make a final decision.

Please explain the concept of rescheduling of bonds under the ACA.

Islandsbanki’s profits (determined in accordance with IFRS) will be the result of operational profits and
any profits arising from the revaluation of assets. At the appropriate time (December 31, 2011 for Bond B and
December 31, 2009 for Bond C), accumulated profits will be calculated, including any revaluation of assets if
performed on an accrual basis. From the total accumulated profits, the cost of capital provided by the Icelandic
government will be deducted in order to arrive at the revised profit number. 90% of the revised profit number will
then be added to the value of the relevant bond. Additional information regarding the calculation can be found on
Islandsbanki’s website at www.glitnirbank.com.

Has the Resolution Committee or any of its advisers attempted to estimate the fair value of the option
reflected in the ACA?

The Resolution Committee has considered estimating the fair value of the option reflected in the ACA, but
valuing the option is difficult and inherently uncertain.

How can creditors be expected to decide if they want to accept ownership in Islandsbanki without updated
financial statements? Can creditors postpone the decision until update financial statements are provided?

The Resolution Committee acknowledges that in an ideal scenario it would have access to audited financial
statements for Islandsbanki for the year ended 2008 and interim financial statements for June 30, 2009. However,
such financial statements are not available as described by Islandsbanki. Nevertheless, the Resolution Committee
does have the final draft of the 2008 financial statements and monthly financial management reports presented to the
Islandsbanki Board of Directors from January to July 2009. Islandsbanki is working extensively on interim financial
statements as at June 30, 2009 which will be presented to the Resolution Committee before October 15, 2009.
Islandsbanki also is working on various cash analyses which will support the interim financial statements.

The Resolution Committee is bound by the definitive agreements that have been signed. These agreements
are based on term sheets signed previously with the Icelandic government stipulating that a decision must be made
by October 15, 2009. Both the Resolution Committee and the ICC have inquired whether the deadline can be
extended but the Icelandic government rejected the request.

How involved is the Icelandic Prime Minister (and other government bodies) in discussions with the
Resolution Committee?

To the knowledge of the Resolution Committee, the Icelandic Prime Minister has not been involved in

discussions with the Resolution Committee. It is entirely up to the Resolution Committee, based upon advice from
its advisers and feedback from creditors, to make the decision between the JCA and the ACA. In addition, UBS has
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had various meetings with the FME regarding the Icelandic banking system, but has not faced any political
resistance from the FME.

What type of compensation is the Icelandic government offering in exchange for its failing supervisory role in
the privatization of the Icelandic banks?

The Icelandic government has denied any such compensation directly linked to certain events. On the other
hand, the Icelandic government has been willing to help Islandsbanki going forward, as this is a common goal of the
creditors and the Icelandic government, providing a liquidity and capital facility to Islandsbanki in addition to the
valuation compensation. Some creditors may wish to link that support to the alleged failure of the privatization,
however that has never been in any way stated by the Icelandic government.

How does the Resolution Committee envision organizing the equity raising for the private scenario?

It is very hard to provide a definite exit strategy or additional details on timing. However, it is possible to
highlight two potential exit strategies: (1) listing Islandsbanki on the ICEX or a European stock exchange, which
could only occur in 2011 at the earliest, or (2) selling either 100% of the shares of Islandsbanki or a stake to an
international financial institution, most likely Scandinavian or U.S.

Who will perform the valuation of Bond B and Bond C and how can creditors be sure that the valuation will
be independent given the valuation issues to date?

The valuation of Bond B and Bond C is stipulated in the definitive agreements as described in this
information memorandum. The Resolution Committee has negotiated that Glitnir will have a member of the due
diligence team working with Islandsbanki management to ensure that the valuation is made according to acceptable
standards.

If the deadline was extended until October 31, 2009, what additional cash flow information could the
Resolution Committee provide?

The Resolution Committee could provide interim financial information as at June 30, 2009, together with
more detailed monthly cash flow information. Islandsbanki management has confirmed that it has no additional
information that is not already in the possession of the Resolution Committee and its financial advisers.

What is the definition of “new profit” in the ACA for Bond B and C calculations?

Please refer to “Description of the Instruments—Alternative Capitalization Agreement.”
Was it a mistake to accept the accelerated timeframe in the Heads of Terms?

The Resolution Committee believes the time allowed was sufficient to make the required decision.
Creditors should also consider that the more time taken by the Resolution Committee, the more expensive the
decision making process. The Resolution Committee also had to strike a balance. However, the Resolution
Committee believes it will have all information sufficient to make an informed decision.

In the event that the Resolution Committee chooses the ACA, what guarantees does the Resolution
Committee have that the ISK 50 billion available to Islandsbanki will be used to expand lending in a

commercially appropriate way, and not for “social” purposes?

If the Icelandic government owns Islandsbanki, it will obviously make the decisions regarding lending.
However, Islandsbanki must still operate in accordance with rules set out by the FME.

Islandsbanki management has confirmed that the Icelandic government has not significantly interfered to

date in the operation of Islandsbanki. However, Islandsbanki cannot provide assurances that the Icelandic
government may not interfere going forward under either the JCA or the ACA.
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Would it not be appropriate for the Resolution Committee to postpone the decision to acquire Islandsbanki if
sufficient and reliable information is not available?

As discussed above, the Resolution Committee’s decision will be based upon available information. The
Resolution Committee’s sole aim is to make a decision that will most likely maximize the value of Islandsbanki’s
assets, taking into account the inherent risks. If the Resolution Committee does not receive sufficient information
from Islandsbanki, then the Resolution Committee will choose the more conservative option (i.e., the ACA).

Would the members of the Resolution Committee be personally liable if they make a decision without having
sufficient information?

The Resolution Committee is obviously responsible for every decision it makes. However, the Resolution
Committee has pointed out that the Luxembourg decision, which was based on much less information, has resulted
in €100 million of additional value for creditors.

Questions and Answers Regarding Islandsbanki

How will Islandsbanki management be incentivized? Will the compensation scheme be the same under the
JCA and ACA? Will the compensation scheme under the ACA maximize the potential value of the bonds or
retain equity for future stakeholders?

The incentivization of Islandsbanki management is a sensitive issue in Iceland. Under the ACA, if the
Icelandic government owns Islandsbanki, creditors may incentivize Islandsbanki management at their own cost.
This could be accomplished through the designation of a member of the compensation board of Islandsbanki (the
Icelandic government will be able to designate a member as well), but there are more restrictions under the ACA
than the JCA.

Under the JCA, Glitnir will own 95% of Islandsbanki and thus will have a greater ability to incentivize
Islandsbanki management. However, the Resolution Committee must take into account the political environment in
Iceland and abroad.

Can you please clarify the net interest margin of ISK 500 million per month, excluding operating expenses?
What are the monthly operating expenses and thus the current monthly profitability?

The net interest margin of ISK 500 million relates to positive cash flow, which is due to ISK 4.7 billion of
paid interest from the loan book (monthly) less ISK 3 billion of interest on deposits (paid and unpaid) and operating
expenses of ISK 1.2 billion. All amounts are approximate.

What is the current equity book value of Islandsbanki?

The current equity book value of Islandsbanki is not yet publicly available. However, the equity book

value will be approximately equal to the ISK 65 billion that the Icelandic government has contributed to

Islandsbanki plus the accumulated profit for the year ended December 31, 2009.

Why has the cash and government securities in Islandsbanki been increased from ISK 53 billion to ISK 174
billion?

Having consulted with Islandsbanki management, the increase from the opening balance sheet is mostly
due to the Icelandic government’s capital injection of ISK 65 billion and the deposit inflow, including the deposits
of Straumur.

What is the monthly cash flow in Islandsbanki from loan repayments (both principal and interest)?

The total cash flow from loan repayments is approximately ISK 10 billion of which ISK 4.7 billion is
interest (unaudited) and the remainder is principal repayment. The outflow of new lending has been limited to
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approximately ISK 1 to 2 billion per month. This means there is a sizeable net inflow at the moment although this
is likely to change going forward.

By what percentage has the loan book contracted since October 2008 as a result of paydowns?
Islandsbanki management is unable to provide a percentage at this time.

Have charge-offs or write-offs been in line with assumptions made when assets were valued after being
transferred to Islandsbanki?

Islandsbanki management is unable to provide an update at this time.
Questions and Answers for the Winding-Up Board
How will the various creditor classes and the distribution of assets be determined?

As described above, claims will be ranked in various categories in accordance with the Bankruptcy Act.
When the Winding-Up Board makes a distribution of assets, all claims sharing the same rank will be treated equally.

Are creditors of Glitnir entitled to any compensation? Do they need to register their claims?

Creditors should register their claims otherwise they will not receive any compensation. However, based
upon current information, it is unlikely that Glitnir will pay deferred claims.

Some concerns have been expressed over the legitimacy of foreign exchange loans. Do those creditors that
have taken such loans need to file claims on Glitnir? Or will those loans remain in Islandsbanki?

The Winding-Up-Board cannot advise creditors if they should file claims. If any creditors are in doubt,
they should seek Icelandic legal advice.

What is the purpose and agenda of the creditors’ meeting scheduled for November 5, 2009?

The meeting scheduled for November 5, 2009 is intended to inform creditors of the status of Islandsbanki
and the Statement of Assets and Liabilities and to discuss the next steps and whether the Moratorium should be
extended or not.

Legal proceedings have commenced in Iceland which maintain that Glitnir money market deposits are
deposits under Icelandic law and were transferred to Islandsbanki in October 2008, or alternatively that such
deposits have priority status in Glitnir. How has the Resolution Committee addressed this issue in assessing
Islandsbanki and agreeing the proposals?

It is the understanding of the Winding-Up Board that no Glitnir money market deposits were transferred to
Islandsbanki. In addition, the negotiations of the definitive agreements did not address any ranking or recognition of
claims, and there is a disclaimer stating as such in the agreements.

Questions and Answers Regarding the Statement of Assets and Liabilities of Glitnir

Can better insight be provided regarding how the investment in the Luxembourg subsidiary is structured?
Also, how and when is a recovery on the underlying value in the investment expected?

Details regarding the structuring of the investment in the Luxembourg subsidiary will be provided later in
the meeting.
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Have there been any developments regarding the assets in Glitnir since the June 30, 2009 valuation?

The Resolution Committee intends to publish the Statement of Assets and Liabilities every six months.
The next Statement of Assets and Liabilities will be as at December 31, 2009 and will be released early in 2010.
The Resolution Committee is not aware of any material changes in the valuations presented in the Statement of
Assets and Liabilities as at June 30, 2009.

Can information be provided regarding the costs of the Resolution Committee as well as the fees the
Resolution Committee is paying to its advisers?

Under legal advisement, the Resolution Committee has not made this information publicly available at this
time, but the Resolution Committee can confirm that it is under budget in this respect. The Resolution Committee
will obtain legal advice as to how much detailed information to make publicly available and publish its total costs at
the appropriate time.

What is the relationship between the New Bank and the Old Bank in respect of set-offs and guarantees?

The relationship between the New Bank and the Old Bank in respect of set-offs and guarantees is discussed
in “Description of the Instruments.”

The FME stipulated that when the Icelandic banks were split up customers should have a right of set-off if
assets were transferred from the old banks to the new banks. As a result, under the definitive agreements, if the New
Bank is subject to set-off with respect to those assets transferred to it, the Old Bank will pay the New Bank for the
resulting loss it has incurred, based on the valuation of the assets at the time of transfer. The first valuation date for
Bond C (December 31, 2009) will be used as the valuation point going forward, after which the valuation date for
Bond B (December 31, 2011) will be used. The Resolution Committee believes this is a fair approach for all parties.

With respect to commercial guarantees, the FME issued an order that certain guarantees will be transferred
to the New Bank regarding domestic operations, while other guarantees will remain in the Old Bank.
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DESCRIPTION OF THE INSTRUMENTS

The description below is a summary of the material terms of the Instruments and is not complete. As
discussed below, the Resolution Committee and its advisers are not passing upon or expressing a view regarding the
valuation of the Instruments.

Background

On July 18, 2009, the Resolution Committee reached an agreement with the Icelandic government with
respect to the initial capitalization of Islandsbanki and the compensation alternatives to be made available to Glitnir.
This agreement was amended on July 31, 2009 and the structure was modified during the course of documenting the
agreement. Further changes to the structure were agreed in heads of terms entered into between the Ministry of
Finance and Glitnir dated August 14, 2009 and September 4, 2009.

At a shareholders’ meeting of Islandsbanki held on August 14, 2009, the Icelandic government committed
to capitalize Islandsbanki on the basis of the proposed compensation agreements. At the meeting, the Ministry of
Finance, on behalf of the Icelandic Treasury, subscribed for ISK 65 billion of Tier 1 capital in the form of
government bonds, giving Islandsbanki a core Tier 1 ratio of approximately 12% and raising Islandsbanki’s capital
to ISK 65 billion. The Icelandic government transferred ISK 64,225,003,500 Icelandic Treasury bonds due 2018
(having previously provided ISK 775 million of capital) issued to Islandsbanki in consideration for the subscription
0f 9.225 billion newly issued ordinary shares in the capital of Islandsbanki.

The Resolution Committee must determine by October 15, 2009, or a later date as agreed to by the parties
to the definitive agreements, which of the compensation alternatives it will accept. The two alternative structures
are (1) a structure involving Glitnir holding 95% of the equity shares in Islandsbanki referred to as the “Joint
Capitalization” and set out in a Joint Capitalization and Subscription Agreement entered into between the Ministry
of Finance and Glitnir on September 13, 2009 (the “JCA”) and (2) a structure involving Glitnir holding debt
instruments issued by Islandsbanki and having the benefit of an equity option granted by the Ministry of Finance
over 90% of the ordinary shares in Islandsbanki. This is referred to as the “Alternative Capitalization” and is set out
in an Alternative Capitalization Agreement entered into between the Ministry of Finance and Glitnir on September
13, 2009 (the “ACA”). As we discuss below, both alternatives permit Glitnir to benefit from potential upside
associated with Islandsbanki, its performance and financial condition, the loan book and performance of loans, and
from improvements (if any) in general economic conditions in Iceland.

Icelandic Government Liquidity and Capital Support

Upon signing of the JCA, the Icelandic government has agreed to make available to Islandsbanki a liquidity
facility through Central Bank repo arrangements or otherwise in an amount up to ISK 25 billion.

Joint Capitalization Alternative
Joint Capitalization Agreement

The Icelandic government currently owns 100% of the issued share capital of Islandsbanki. The principal
features of the JCA are as follows:

(a) upon completion of the JCA, Islandsbanki will transfer to Glitnir Icelandic government bonds
(which were transferred to it by the Icelandic government in consideration for the capitalization
referred to above). Such bonds will have an aggregate amount equal to value that Bond A
(described below) would have had it if issued on such date, together with accrued and unpaid
interest;

(b) Glitnir will use the Icelandic government bonds to acquire from the Icelandic government 9.5
billion ordinary shares in Islandsbanki, representing 95% of its issued share capital;
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(h)

(i)
W)
(k)

Glitnir will waive all rights under the ACA;

during the period between the parties signing the JCA and its completion, the Ministry of Finance
agrees to procure that Islandsbanki’s business will be conducted in a manner consistent with
ordinary practices, and that a director nominated by Glitnir is appointed to the board of
Islandsbanki. During such period, certain matters including material disposals or changes in
business will require the consent of Glitnir or such director. Islandsbanki also agrees to allow
Glitnir and its advisers to continue due diligence during such period;

the Icelandic government agrees to provide further capitalization in the form of the Tier 2
Instruments, having a market value of ISK 25 billion.

the Ministry of Finance, Islandsbanki and Glitnir will enter into a shareholders’ agreement setting
out the terms on which the investments of Glitnir and the Icelandic government in Islandsbanki
will be regulated between the two shareholders and certain other matters concerning the future
operation of Islandsbanki and its subsidiaries described further below;

Glitnir undertakes to maintain term deposits amounting to at least the equivalent of ISK 25 billion
at Islandsbanki for a period of 15 months from the date the JCA was signed;

if the Icelandic government or the Central Bank makes additional capital generally available to the
Icelandic banking system and such additional capital is made available to any Icelandic bank
whose position is substantially analogous to that of Islandsbanki (save for ownership), the
Icelandic government will not and will use reasonable endeavors to procure that the Central Bank
will not treat Islandsbanki less favorably than any other third party Icelandic bank in terms of
access to such additional capital being made available;

the JCA is governed by Icelandic law with the exclusive jurisdiction of the Icelandic courts;

all parties to the JCA will bear their own costs in connection therewith; and

if any of the conditions to the JCA are not satisfied or waived on or before October 15, 2009, or a
later date as agreed to by the parties to the definitive agreements, or Glitnir notifies the Icelandic

government and Islandsbanki that it does not intend to complete the Joint Capitalization, the JCA
will immediately terminate and the ACA described below will complete.

Shareholders’ Agreement

Upon signing of the JCA, the Ministry of Finance, Islandsbanki and Glitnir will enter into a Shareholders’
Agreement. This will remain in force for a period of two years from the date of the Shareholders’ Agreement but
will terminate earlier upon the Icelandic government ceasing to hold the Tier 2 instrument referred to above.

The principal terms of the Shareholders’ Agreement are as follows:

(a)

(b)

(c)

Islandsbanki covenants to ensure that its business and affairs are conducted in a proper and
efficient manner consistent with the Shareholders” Agreement and its Articles and consistent with
an agreed business plan;

the Icelandic government will have the ability to appoint one director to the Board of Islandsbanki
who will be appointed to Islandsbanki’s remuneration committee;

certain matters including amendments to the Articles of Islandsbanki or its subsidiaries, new share

issuances or a material change to accounting policies will require the consent of the Ministry of
Finance;
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(h)

the Icelandic government will have veto rights in respect of payments of dividends for three years
from the date of the JCA and in respect of Islandsbanki entering into any transactions with Glitnir
or its affiliates other than transactions made in the ordinary course of business and on the same
terms offered to other customers of Islandsbanki. The Icelandic government will not, however,
exercise its right of veto in respect of dividend payments to the extent these do not exceed the
payments of principal and interest that would have been made under Bond A, Bond B and Bond C
over the same period if the ACA had completed as described below. Any such dividend must
however be made by Islandsbanki in compliance with requirements of Icelandic law and capital
adequacy requirements;

during the period that the Shareholders’ Agreement is in force, the Ministry of Finance must
approve the acquisition by any shareholder other than Glitnir of more than 33.2% of the voting
rights in Islandsbanki, including an acquisition by way of distribution of the shares by Glitnir to its
creditors. If such approval is not obtained, such shareholder will be restricted from exercising any
voting rights attaching to its holding which exceeds such threshold;

if shareholders (other than the Ministry of Finance) sell in a transaction or a series of connected
transactions, a stake in Islandsbanki of more than 33.2% in Islandsbanki, the shareholders will
have a drag along right requiring the Icelandic government to accept any offer from the purchaser
on the same terms and conditions (including the purchase price) as the selling shareholder. In
relation to any such sale by shareholders, the Icelandic government also has tag-along rights
enabling it to require the proposed transferee to have made a written offer to the Icelandic
government to purchase all ordinary shares held by it on the same terms and conditions (including
the purchase price) as the selling shareholders;

any party to whom shares in Glitnir are transferred during the period the Shareholders’ Agreement
is in force, including any creditor to whom such shares are distributed, must sign a deed of
adherence to the Shareholders’ Agreement; and

the Shareholders’ Agreement is governed by Icelandic law with the exclusive jurisdiction of the
Icelandic courts.

Tier 2 Instruments

In addition, irrespective of the compensation option elected by Glitnir, the Ministry of Finance will
subscribe for EUR 138,106,287 of Tier 2 capital instruments (the “Tier 2 Instruments”) in the form of unsecured
subordinated notes issued by Islandsbanki. The principal terms of such instruments are as follows:

(a)
(b)
(©

(d)

(e)

they will be in the form of notes in registered form;
the term of the notes is ten years from the date of completion of the JCA;

interest is payable quarterly in arrears on March 31, June 30, September 30 and December 31 of
each year with the first payment due on December 31, 2009. Interest accrues at a rate of
EURIBOR plus a margin of 4% for five years with a step-up in the margin to 5% thereafter;

Islandsbanki may redeem any note on an interest payment date falling after the fifth anniversary of
the issue date at its option or earlier, if permitted by the FME. The amount payable on such
redemption will be the principal amount of the Tier 2 instrument together with accrued interest to
the date of payment;

if permitted by law or pursuant to an exemption issued by the Central Bank, Islandsbanki may
elect that the principal amount of the notes be redeemed in a currency other than euro;
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the Tier 2 Instruments are subordinated to all senior unsecured liabilities of Islandsbanki. On a
winding-up of Islandsbanki, all claims of the noteholders are postponed to the claims of such
senior creditors and no amount is payable under the notes until the claims of all senior creditors
have been met in full. All payments of principal and interest under the notes are therefore
conditional on no resolution having been passed for the winding-up of Islandsbanki and the
payment not causing Islandsbanki to be in breach of its regulatory capital requirements; and

in the event of default on payment of any principal or interest on the notes for a period of 10
business days or more (other than interest that has been deferred pursuant to the subordination
provisions described in (f) above) the holders of the note may petition to wind-up Islandsbanki
(but subject to such subordination provisions).

Alternative Capitalization Agreement

Pursuant to the ACA, if the JCA is not completed, Islandsbanki agrees, pursuant to a Bond Issue
Agreement between Islandsbanki and Glitnir (the “Bond Issue Agreement”), to issue Bond A, Bond B and Bond C
to Glitnir as described further below. In addition, the Ministry of Finance will issue an Equity Option Instrument to

Glitnir.

Bond A

Bond A will be issued to Glitnir upon completion of the ACA in the aggregate principal amount of EUR
346,182,012 (being the euro equivalent of ISK 52 billion as at October 15, 2008). Bond A is secured and will have
the benefit of the Pledge Agreements described further below. The principal features of Bond A are as follows:

(a)

(b)

(c)

(d)

principal on Bond A will be paid in 12 equal installments commencing on January 15, 2013 and
ending on the final maturity date, being October 15, 2015;

interest is payable quarterly in arrears with the first payment due on the fifteenth day of the month
in which the JCA terminates. Interest accrues at a rate of EURIBOR plus a margin of 3% per
annum until the third anniversary of the issue date with a step-up in the margin to 4% per annum
thereafter. In respect of the first interest period, interest will be payable as if it had accrued during
the one year period ending on the fifteenth day of the month in which the JCA terminates and the
rate of interest for such initial interest period will be 5.710% per annum,;

although payments under Bond A are to be made in euros, in the event that Islandsbanki has used
its best endeavors for a period of not less than 10 successive business days to obtain sufficient
euros to make any payment due under Bond A but is unable to do so due to an event which makes
it impossible to convert ISK into euros through customary financial channels or it is impossible to
deliver euros to the account of the relevant bondholder, Islandsbanki is entitled to make such
payment in ISK subject to the terms of a currency indemnity which requires Islandsbanki to
indemnify the bondholder against the difference in the amount of euros it should have received
and the amount of euros that can be obtained from the ISK received by the bondholder in respect
of such payment;

the bondholder is entitled to redeem the bonds on giving not less than 30 and no more than 60
written days’ notice to Islandsbanki at their outstanding principal amount together with accrued
and unpaid interest up to the early redemption date specified in the notice if (i) Islandsbanki, other
than with the prior written consent of the bondholder, enters into any reorganization (whether by
way of a merger, accession, division, separation or transformation, as these terms may be
construed in accordance with applicable laws or participates in any other type of corporation
reconstruction) unless that reorganization does not have a material adverse effect on the financial
condition of Islandsbanki and its subsidiaries taken as a whole or Islandsbanki’s ability to perform
or comply with its obligations under Bond A (a “material adverse effect”) or (ii) the Icelandic
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government ceases to own voting shares representing more than 50% of the voting rights in
Islandsbanki;

all payments of principal and interest under the Bonds are to be made free and clear of, and
without withholding or deduction for, any taxes, duties, assessments or government charges unless
such withholding in required by law. In such a case, Islandsbanki (with certain limited
exceptions) is required to pay such additional amounts as would have been received by
Islandsbanki if no such withholding or deduction has been required,

the bond specifies a number of events of default, the occurrence and continuance of which will
give the holder of the bonds the right to enforce the bonds and receive payment of principal and
accrued but unpaid interest together with other legal costs. The events of default include:

(1) Islandsbanki fails to pay any amount payable under the bonds on the date on which such
payment is due or within three business days of such date;

(i1) Islandsbanki fails to perform or comply with any one or more of its obligations under
Bond A including the covenants referred to in paragraph (g) below), which default is
incapable of remedy or if capable of remedy is not remedied within 30 days after the
bondholder gives Islandsbanki notice of such default;

(iii) indebtedness of Islandsbanki and its material subsidiaries (“material subsidiary” being
defined as a subsidiary representing not less than 10% of the Islandsbanki’s group’s
consolidated assets or revenues as shown in Islandsbanki’s most recent annual financial
statements prepared in accordance with IFRS) become due and payable prior to their
stated maturity date by reason of default or any payment of principal or interest on
indebtedness of Islandsbanki or such subsidiaries is not paid when due (subject to any
grace period) provided that the aggregate principal amount in respect of which such
default has occurred equals or exceeds EUR 25 billion or its equivalent in other

currencies;
(iv) the occurrence of certain insolvency related events;
v) the coverage ratio in respect of the pledged assets under the Pledge Agreements described

below falls below 140% and is not remedied within 14 days (if the ratio falls below 120%
it must be raised to 120% within seven days and to 140% within seven days thereafter);
and

(vi) Islandsbanki ceases to carry on all or part of its banking business and, in the case of a
cessation in part, such cessation has a material adverse effect;

Islandsbanki provides certain covenants. These include that for so long as Bond A remains
outstanding:

(1) so long as any bond remains outstanding, Islandsbanki will not, and will not permit any
material subsidiary other than certain subsidiaries acquired through a debt for equity
swap or through enforcement of a pledge over the shares in such entity (“acquired debtor
subsidiaries™) to directly or indirectly create or suffer to exist any security interest other
than certain permitted security interests;

(i1) except for borrowings incurred in the ordinary course of business, Islandsbanki will not
and will procure that no material subsidiaries will incur or suffer to exist any borrowings
with certain specified exceptions including unsecured, junior and subordinated
borrowings, intra group borrowings, existing borrowings and borrowings committed by
or incurred with the Central Bank;
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(i)

(iv)

V)
(vi)

(vii)

(viii)

(ix)
(x)

(xi)

(xii)

Islandsbanki will not and will procure that no subsidiary will enter into transactions with
affiliates other than on arm’s length terms;

neither Islandsbanki nor any material subsidiary will declare or pay any dividends or
make other distributions for any period prior to December 2011. For the fiscal years
2012 and 2013, Islandsbanki and its material subsidiaries may make such a payment
provided no event of default or potential event of default has occurred or would result
from such payment and the aggregate amount of such payments does not exceed 50% of
Islandsbanki’s net profit as determined in the most recent consolidated financial
statements prepared in accordance with IFRS;

Islandsbanki will maintain its Tier 1 capital adequacy ratio at a minimum of 9%;

neither Islandsbanki nor its material subsidiaries will dispose of any part of its assets in a
single transaction or a series of connected transactions having a value exceeding EUR 20
million or during any financial year dispose of assets having an aggregate value
exceeding 5% of Islandsbanki’s consolidated financial statements unless the sale is in the
ordinary course of Islandsbanki’s banking business or is the sale, transfer or disposal of
an acquired debtor subsidiary and two thirds of the Board of Directors opines that the
transaction is in the best interests of Islandsbanki;

Islandsbanki will not permit a material subsidiary from agreeing to restrict its ability to
pay dividends on its share capital or to make loans or advances or otherwise transfer
assets to Islandsbanki with certain limited exceptions;

Islandsbanki will deliver certain financial and other information to the bondholder
including Islandsbanki’s audited consolidated financial statements for each financial year
within 100 days of the end of such year. Islandsbanki will also, as soon as practicable but
no later than within 60 days of the end of each financial quarter, provided copies of its
unaudited financial statements for such quarter;

Bond A is freely transferrable;

under the terms of the Bond Issue Agreement, the bondholder has the right to convert
Bond A in its absolute discretion into marketable instrument(s) or take any other action to
make Bond A marketable. A marketable instrument is a euro-denominated secured bond
with market standard provisions for such bonds assuming that the bonds are listed on
either the Dublin, London or Luxembourg Stock Exchange and are to be cleared through
Euroclear, Clearstream and DTC and permit offers in accordance with Regulation S of
the United States Securities Act of 1933, as amended (the “Securities Act”) or under
private transactions to qualified institutional buyers (as defined under Rule 144A of the
Securities Act) or other similar structured finance transaction. Such instruments will
include interest and principal payment provisions, covenants and events of default
materially the same as those contained in Bond A. In the alternative, the bondholder has
the right in its absolute discretion to convert Bond A into term deposits at Islandsbanki
with the same maturity date as Bond A;

Bond A is governed by Icelandic law and the Courts of Iceland have exclusive
jurisdiction in connection therewith; and

Bond A has the benefit of the Pledge Agreements as described below.
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Bond B/ Bond C

Upon completion of the ACA, Islandsbanki will also sign a Principal Adjusted Bond B (“Bond B”) and an
Interim Valuation Bond C (“Bond C”) without a specific principal amount being inserted at the date of issuance.
Bond B and Bond C will be held by Landslog and Logos acting together as Escrow Agent pursuant to the terms of
an Escrow Agreement between the Escrow Agent, Islandsbanki and Glitnir.

The relevant provisions for determining any principal and interest payable on Bond B and Bond C are as

follows:

(a)

(b)

(©)

(d)

(e)

®

(2

there will be an interim revaluation on March 31, 2009 and a final determination of value on
March 31, 2012;

in connection with the interim revaluation on March 31, 2010, Islandsbanki will determine a
principal balance of Bond C which will apply to Bond C from December 31, 2009. To obtain the
new principal balance, Islandsbanki will use its financial statements as at December 31, 2009,
audited in accordance with IFRS and such principal balance will be equal to the Profit Surplus (as
defined in paragraph (g) below) so determined during the year of 2009). A valuation of
Islandsbanki’s assets will be conducted by Islandsbanki’s management according to IFRS
following discussions with its Board and Glitnir according to an agreed protocol which will assess
how the key data used in the valuation of such assets as at January 1, 2009 has changed up to
December 31, 2009. The resulting amount is referred to as the “Revaluation Amount.” Glitnir
may appoint an independent valuation agent to verify the calculations. If this cannot be achieved,
Islandsbanki and Glitnir will use their reasonable endeavors to reach an mutually acceptable
solution, failing which the matter can be referred to the courts of Iceland;

the Revaluation Amount, up to a maximum of ISK 17 billion will be converted into euros at the
then relevant Central Bank exchange rate. Such euro amount will be inserted by the Escrow
Agent as the principal amount of Bond C which will then be released from escrow to Glitnir. If
the Revaluation Amount is zero or a negative amount, Bond C will be cancelled;

interest will accrue on the principal amount of Bond C with effect from January 1, 2010. The
interest rate is the same as in relation to Bond A described above provided that the step-up in the
margin from 3% to 4% will occur with effect from October 15, 2011;

on March 31, 2012, Islandsbanki will determine a principal balance of Bond B which will apply to
Bond B from December 31, 2011. To obtain the new principal balance, Islandsbanki will
calculate the Profit Surplus as at such date which must be certified by Islandsbanki’s auditors as
being reconciled (confirmed) to the audited financial statements of Islandsbanki, prepared in
accordance with IFRS and covering the period from January 1, 2009 to December 31, 2011.
Glitnir will again have the ability to appoint an independent valuation agent to verify the
calculations with the possibility of the matter being referred to the courts if agreement cannot be
reached. Following the determination of the Profit Surplus there will be deducted therefrom the
principal amount of Bond C. The resulting amount, up to a maximum of ISK 80 billion, will also
be converted into euros at the then relevant Iceland Central Bank exchange rate and such amount
will be inserted by the Escrow Agent as the principal amount of Bond B which will then be
released from escrow to Glitnir. If such amount is zero or a negative amount, Bond B will be
cancelled;

interest will accrue on the principal amount of Bond B with effect from December 31, 2011. The
interest rate is the same as in relation to Bond A described above or 4%;

the Profit Surplus in respect of Bond B and Bond C is defined as an amount in ISK, not exceeding

ISK 80 billion equal to 0.9x (Aggregate Profits minus Benchmark Return); divided by one minus
the weighted average effective corporate tax rate paid or payable by Islandsbanki for the relevant
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period. Aggregate Profits is defined as increases / decreases in Islandsbanki’s equity over the
relevant period (i) before accounting for the issuance of Bond B and Bond C, as applicable and (ii)
incorporating increases / decreases in the fair value of assets held on Islandsbanki’s balance sheet
irrespective of whether they are accounted for through fair value adjustments in the income
statement or the equity or accounted for on an accruals basis (adjusted for each discrete issuance
of fully paid share capital over the original equity, repurchases of share capital or payments of
dividends during the relevant period). Benchmark Return is defined by reference to the amount
that would be obtained on the original equity over the relevant period applying a rate based on
government bonds held by Islandsbanki (adjusted to reflect the fact that such Icelandic
government bond accrues interest on a monthly basis). To the extent further equity is injected
during the relevant period, a similar calculation is made in respect of such equity for the period
since its issuance. Adjustments are also made to reflect repurchases of share capital and payments
of dividends by subtracting the amount of repurchase or dividend from the relevant period;

(h) principal on Bond B and Bond C will be paid in 12 equal installments commencing on January 15,
2013 and ending on the final maturity date, being October 15, 2015. All other commercial terms
of Bond B and Bond C, except as described above, including events of default and the covenants
are the same as for Bond A described above;

(1) if prior to the valuations specified above, an Event of Default occurs on Bond B or Bond C or the
holder wishes to exercise its right of early redemption, the principal amount of Bond B and Bond
C will be determined on the first date upon which financial information becomes available to
determine the relevant revaluation amount (in the case of Bond C) or the Profit Surplus (in the
case of Bond B). Such amounts will be used to determine the principal amount of Bond B and
Bond C using the same methodology as described above;

() if the principal amount to be inserted into either Bond B or Bond C would result in Islandsbanki
not meeting its regulatory capital requirements, the parties agree to negotiate and use their
reasonable endeavors to find a solution which best serve the interests of the parties;

(k) Bond B and Bond C are secured and will have the benefit of the Pledge Agreements described
further below; and

)] Bond B and Bond C are governed by Icelandic law and the Courts of Iceland have exclusive
jurisdiction in relation thereto.

Bond Issue Agreement

The Bond Issue Agreement principally sets out the mechanism for determining the principal amount of
Bond B and Bond C as described above and describing certain aspects of the Possessory Pledge Agreement and the
Receivables Pledge Agreement described below. Islandsbanki will also give a number of representations and
warranties to Glitnir in connection with its incorporation and its ability to enter into the agreements relating to the
compensation instruments as described herein. This will contain a representation that the financial and other
information provided to Glitnir by Islandsbanki for purposes of calculating the amount of the compensation
instruments, taken as a whole, does not contain any untrue statement of material fact or omit to state any material
fact necessary to make such information not misleading in light of the circumstances under which such information
was provided and that all information that was made available to Glitnir and its representatives and advisers leading
up to the execution of the ACA was complete, correct and not misleading and that no information was omitted.

Pledge Agreements
Bond A, Bond B and Bond C are secured by pledges over Islandsbanki’s rights, title, benefits and interests

(present or future) in the assets subject to the pledges (the “Pledged Assets”). Such pledges will be given under a
Possessory Pledge Agreement and either a Receivables Pledge Agreement or a Share Pledge Agreement to be
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granted over the shares in a special purpose vehicle to which certain assets of Islandsbanki will be transferred
(together the “Pledge Agreements”).

Assets that are eligible to be pledged by Islandsbanki pursuant to the Pledge Agreements include individual
mortgage bonds, corporate mortgage bonds and vehicle mortgage bonds meeting specified eligibility criteria.

The aggregate book value of the pledged assets under the Pledge Agreements is required to be maintained
at a ratio of 140% of the amounts owing at any time under Bond A, Bond B and Bond C. Islandsbanki has the right
to withdraw or substitute pledged assets or to substitute pledged assets with replacement assets provided that the
coverage ratio is maintained at no lower than its minimum permitted level. A withdrawal or substitution is not
permitted without the consent of the holder of the bonds where an event of default or potential event of default has
occurred.

An event of default occurs under the security documents where (i) there has been an event of default under
Bond A, Bond B or Bond C, (ii) there is non-payment on Bond A, Bond B or Bond C on the date they become due
and payable, (iii) the minimum coverage ratio falls below the permitted level and is not rectified within specified
time limits, (iv) Islandsbanki is in breach of any covenant or does not comply with the terms of the Security
Documents or related transaction documents or (v) any of the undertakings, representations or warranties made in
the transaction document are untrue or cease to be true on the relevant date. Following the occurrence of an event of
default, the security granted under the Security Documents will become immediately enforceable.

In the event of an insolvency (or similar event) of Islandsbanki, Islandsbanki and the holders of Bond A,
Bond B and Bond C will use their reasonable efforts to ensure that the administrator (or equivalent official)
calculates the depositors’ recovery ratio and distributes the proceeds from the enforcement of the Pledge
Agreements to enable such proceeds together with the other assets of Islandsbanki to be distributed pari passu
between the bondholders and depositors. If the bondholder enforces the Pledge Agreements on other grounds than
those specified above, these provisions do not apply unless Islandsbanki becomes subject to such an event within 90
days of the bondholders’ enforcement of the Pledge Agreement.

Equity Option Instrument

The Equity Option Instrument (the “Equity Option”) will be executed by the Ministry of Finance upon
signing of the ACA and will be held in escrow pending completion of the ACA. If the ACA completes, the Equity
Option Agreement will be transferred to Glitnir. Under the terms of the Equity Option, the holder has the option to
purchase for cash ordinary shares of ISK 1 each in the capital of Islandsbanki.

The purchase price of the Islandsbanki shares under the Equity Option is equal to a value per share
representing the initial investment by the Icelandic government multiplied by a rate of return equal to a rate of return
equal to a specified “risk free” rate (calculated by reference to interest payable on the Icelandic government bonds
held by Islandsbanki during the same period plus 5 per cent) during the period since August 14, 2009 until notice of
exercise of the option

The purchase rights under the Equity Option may be exercised during a period of one month immediately
following the publication of Islandsbanki’s annual report for each of the financial years ending December 31, 2010,
December 31, 2011, December 31, 2012, December 31, 2013 and December 31, 2014 or any other date notified by
the Icelandic government. In addition, the rights become exercisable ten business days following notice from the
Icelandic government of (a) a listing of the ordinary shares of Islandsbanki or any of its subsidiaries on an
internationally recognized stock exchange, (b) an underwritten initial public offering of not less than 50% of the
issued shares of any class of securities of Islandsbanki or (c) a change of control (excluding an Icelandic government
sponsored intervention in the Icelandic banking sector or a listing, qualifying IPO or change of control directly
resulting from a government sponsored intervention) (each, an “Exit”). If an Exit is proposed, any purchase rights
not exercised prior to the date of that exit will lapse and the options will be cancelled. If any purchase rights have
not been exercised by the date falling one month after the publication of Islandsbanki’s annual report relating to the
financial year ending December 31, 2014, those rights lapse and the options will be cancelled.
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Other terms of the Equity Option include:

(a)

(b)

(©)

(d)

(©
®

(2

the terms of the Equity Option will be adjusted to take effect of dilutive or concentrative events
such as a reorganization or reclassification of Islandsbanki’s share capital;

in each one week period immediately preceding a purchase period, the Icelandic government may
make an offer to purchase options from optionholders. If optionholders collectively holding at
least 80% of the options accept an offer, the Icelandic government may purchase all of the options
on the same terms as the offer;

while any purchase rights under the options remain exercisable, the optionholders may appoint a
director of Islandsbanki on their behalf;

Islandsbanki’s half-yearly accounts will be provided to optionholders following June 30th and
December 31st of each year. Optionholders also have the right to receive certain other
information including information on any material acquisition or event relating to Islandsbanki
that could be reasonably deemed to materially affect optionholders’ rights;

the options are transferrable by optionholders;

the options are governed by Icelandic law and are subject to the exclusive jurisdiction of the
Courts of Iceland; and

there are provisions for meetings of optionholders At an optionholders meetings, optionholders
holding options representing the right to purchase at least 75% of the option shares will have the
ability to agree to certain matters binding on all option holders including (i) sanctioning any
compromise or arrangement proposed to be made between the Icelandic government and the
optionholders, (ii) agreeing modifications to the options, (iii) agreeing to the exchange or
substation of the options into shares, stock, bonds, debentures, debenture stock or other obligations
or securities of Islandsbanki, or any other company and (iv) appointing a director of Islandsbanki
to act on behalf of the optionholders.
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Ilustrative Compensation Nominal Amounts

Below we illustrate the relative nominal amounts of each compensation option for a given range of
aggregate profits from 2009 to 2011 in accordance with the definitions set out in the JCA and ACA. The illustration
shows the nominal amount of Islandsbanki’s common equity of which 95% will be owned by Glitnir under the JCA
and the aggregate nominal amounts of the compensation instruments under the ACA, comprising Bond A, Bond B,
Bond C and the Equity Option. For the purposes of this illustration, the nominal amount of the Equity Option under
the ACA is shown as its intrinsic value (defined as the nominal amount of Islandsbanki’s common equity less the
purchase price of the Option multiplied by 90%). Other assumptions in this illustration include, among others: (1) a
risk-free rate of 9.5%; (2) an ISK/EUR exchange rate of 181.00; and (3) an Icelandic corporate tax rate of 15%.

This illustration does not constitute a valuation of the instruments under each compensation option. You should
analyze the illustration of the comparative potential nominal amounts of the compensation instruments together with
the considerations identified under “Reasons for the Proposal” and with the risks identified under “Risk Factors.”
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BACKGROUND OF THE PROPOSAL
Brief History of the Icelandic Banks

The Icelandic government liberalized its financial markets quickly in stages between 1985 and 2003 in
order to bring itself in line with its EU counterparts. The Icelandic government abolished interest rate controls
between 1985 and 1990, opened the capital account in 1995 and privatized the banking sector between 1998 and
2003. In 1994, Iceland became a member of the EEA, a 30-nation free-trade zone of the EU. As a condition of
EEA membership, Iceland was required to adopt policies permitting the free movement of capital, labor, and goods
and services among Iceland and EU members. Iceland also adopted regulations consistent with EU directives on
banking, insurance and securities trading.

Privatization began in 1991 as part of the adoption of free market principles. The process started with
smaller industries, including travel agencies, fertilizer plants, fish processing plants and alcohol production. In
1990, the Icelandic government facilitated the formation of a privately held commercial bank in Iceland, Glitnir
banki hf., through the merger of a state-owned bank with three privately held banks. Glitnir obtained its formal
listing on the Iceland Stock Exchange in 1993. In 1998, after directing the mergers of several state owned
investment credit funds into the Icelandic Investment Bank (“FBA”), which merged with Glitnir in 2000, the
Icelandic government commenced the privatization process for FBA and two other state-owned commercial banks,
Landsbanki fslands hf. (“Landsbanki”) and Bunadarbanki {slands hf. (which later merged with Kaupthing), through
public equity offerings (15% of total equity) in each bank. In December 1999, the Icelandic government sold an
additional 15% equity interest in both banks and completed the privatization in 2003. Together with Glitnir, these
were the three largest commercial banks in Iceland.

Privatization and deregulation led to the rapid growth of the Icelandic banks, and Iceland became an
international banking center, with banks performing financial intermediation mostly outside the country. The
internationalization of Icelandic banks also affected the way in which these banks financed their activities. In early
2000, less than one-third of the banking sector’s financing originated from abroad, compared to two-thirds in 2006.
In only five years the banking sector transformed itself from a system of local depository institutions to an
international financial intermediator.

The Icelandic banking sector’s expansion also has been international in scope. Growth was achieved
principally through an increase in mortgage origination activities and the acquisition of foreign financial companies.
For example, in 2004 Kaupthing acquired the Danish bank FIH, thus becoming the largest banking group in Iceland.
In 2005, Glitnir acquired BNbank of Norway and Kaupthing consolidated its leading position by acquiring the UK
bank Singer & Friedlander. In 2006 and 2007, the Icelandic banks focused on consolidating their activities both in
Iceland and abroad. At the end of 2007, 41% of the total assets of the largest commercial bank groups consisted of
foreign subsidiaries.

The foreign expansion and lending by parent banks to non-residents broadened the Icelandic banks’ income
base and diversified their risk. The banking group’s income from outside Iceland increased, along with their foreign
assets. In 2007, 58% of group income originated outside of Iceland, compared to 48% in 2006. Credit to non-
residents accounted for 59% of total lending at the end of 2007, compared to 61% at the end of 2006. Profitability
among the largest commercial banks also was strong in 2007, with combined returns amounting to 23%, resulting
from increased interest income following a rise in lending and significant income from fees and commissions, with
moderate gains (compared to 2006) on securities portfolios. During 2007, the three major commercial banks made
loans equivalent to about nine times the size of the Icelandic economy, an increase of approximately 200% since
they were privatized in 2003. Although the broader income base and resulting risk diversification left the banks less
vulnerable to domestic shocks, they became more susceptible to foreign financial shocks, as discussed in “The
Icelandic Economy—Brief Overview of the Icelandic Financial Crisis.”

History of Icelandic Government Intervention
Concerns about the stability of the Icelandic banking sector surfaced throughout 2008, as the krona

depreciated by 35% between January and September 2008. The bankruptcy of Lehman Brothers Inc. in mid-
September 2008 further eroded investor confidence and made it increasingly difficult for Icelandic banks to obtain
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short-term credit and refinance their existing foreign debt. In late September 2008, Glitnir approached the Central
Bank. On September 29, 2008, the Icelandic government announced that it had agreed to invest €600 million in
Glitnir in return for a 75% equity stake in the bank. Shortly thereafter, Glitnir’s share price collapsed, the ratings
agencies downgraded Iceland, as well as the Icelandic banks, and the krona fell even further. On October 7, 2008, in
an effort to contain the crisis, the Icelandic government authorized the FME to take over Glitnir and Landsbanki.

On October 6, 2008, the Icelandic government agreed to provide Kaupthing with a €500 million emergency loan to
improve its liquidity. However, Kaupthing could not survive the defaults caused by the seizure of its online deposit
accounts by the UK government. On October 9, 2008, the Icelandic government nationalized Kaupthing.

On October 11, 2008, the FME established a new banking entity to take over part of the operations of
Landsbanki, including domestic assets, in order to ensure the provision of normal banking services and the safety of
deposits in Iceland. The FME also ensured that all domestic branches, call centers, automated teller machines and
internet accounts would remain open for business, and separated all of the international operations from the new
entity, which were left in the old entity along with foreign and other riskier assets. Similar entities were established
for Glitnir on October 15, 2008 and for Kaupthing on October 22, 2008. The Icelandic government subscribed for
equity in the new banks (ISK 200 billion for Landsbanki, ISK 110 billion for Glitnir and ISK 75 billion for
Kaupthing). The three major commercial banks also requested delisting from the Iceland Stock Exchange (the
“ISE”), beginning with Landsbanki on October 14, 2008.

The Icelandic government granted temporary moratoria on payments to creditors for the three major
commercial banks in November 2008. The Icelandic government has been actively involved in ascertaining
commitments to depositors in the failed Icelandic banks and other creditors and agreeing with the countries whose
citizens have been exposed (mainly the United Kingdom, the Netherlands and Germany). The Icelandic government
has completed this process for the most part, with the liabilities estimated at $8 billion or almost 50% of Iceland’s
gross domestic product (“GDP”).

Establishment of the Restructuring Process

Resolution committees for the Icelandic banks were also established and began meeting with creditors in
November 2008. Although the valuation of the assets of all the failed Icelandic banks has not been completed at this
time, the resolution committees for the failed banks have considered various restructuring options. The new banks
will have smaller balance sheets than did the old banks and will concentrate on domestic rather than foreign markets.

The Icelandic government also has issued government guaranteed bonds in order to refinance and
recapitalize the banking system. In January 2009, the Icelandic government indicated that the net capital
requirement required in 2009 for the refinancing and recapitalization is estimated conservatively at ISK 145 billion,
and will be financed by the issuance of marketable non-indexed debt instruments amounting to ISK 45 billion net of
maturities and ISK 100 billion taken from the Icelandic government’s balance with the Central Bank. Net treasury
note issuances will amount to a total of ISK 74 billion, including new two-year treasury notes that were issued in
July 2009. While new three-month treasury bills will also be issued monthly, the Icelandic government’s intention
is to reduce the overall treasury bill balance by ISK 29 billion in 2009.

On July 18, 2009, the Icelandic government formally announced a restructuring plan for the failed banks,
including the injection of $2 billion of capital into the new banks in order to bring their capital ratios to
well-capitalized levels. Despite the delay in bringing forward the restructuring plan, the approach of recapitalizing
only domestic operations of the old banks may have potentially reduced the overall costs of the restructuring plan.
The cost of the restructuring plan will include not only the capital injected, but also the loans made during the
financial crisis by the Central Bank and the Icelandic government’s guarantee of Icesave deposits of Landsbanki,
which could total 90% of GDP. As a stakeholder in the new banks, the Icelandic government will also have a
significant role in the new banks. As a result of the restructuring plan, gross debt is expected to rise to
approximately 180% of GDP in 2010, but after including the financial assets of the new banks, net debt will rise to
only 40%, compared to 0% prior to the financial crisis.

The following timeline highlights the most significant developments, which are discussed above and in
“The Icelandic Economy—Brief Overview of the Icelandic Financial Crisis.”
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Late September 2008

Glitnir approaches the Central Bank.

September 29, 2008

The Icelandic government announces that it has agreed to invest €600 million in Glitnir
in return for a 75% equity stake in the bank.

October 4 and 5, 2008

UK depositors continue to make withdrawals from their online savings accounts with
Landsbanki, after discussions in the international press questioning the solvency of
Icelandic banks.

October 6, 2008

The FME suspends trading in the Icelandic banks on the stock exchange. The Central
Bank temporarily pegs the krona against the trade weighted index and imposes currency
controls.

The government issues an emergency law and states that domestic deposits will be fully
guaranteed.

The Icelandic government agrees to provide Kaupthing with a €500 million emergency
loan to help improve its liquidity.

October 7, 2008

In an effort to contain the banking crisis, the Icelandic government authorizes the FME
to take over Glitnir and Landsbanki.

The Central Bank announces that it is in negotiations to receive a €4 billion loan from
Russia.

October 8, 2008

The Central Bank abandons the exchange rate peg. Landsbanki announces that it will not
process any deposits or any withdrawal requests through online accounts.

By this point, UK depositors have already withdrawn £200 million from their
Landsbanki accounts.

In response to concerns that Icelandic banks and the Icelandic government will not
completely guarantee foreign deposits, the UK government invokes anti-terrorism
legislation to freeze the UK deposits of Kaupthing and seize the UK assets of
Landsbanki, resulting in the complete