| Draft; 184th December 2008

Up to £[2,500,000,000] Loan Agreement

between

The Depositors’ and Investors' Guarantee Fund of Iceland
and

The Government of the Republic of iceland
and

The Governor and Company of the Bank of England

Dated [Date]




Up to £[2,500,000,000] Loan Agreement

THIS AGREEMENT IS DATED [«] AND MADE BETWEEN:

(1) THE DEPOSITORS' AND INVESTORS' GUARANTEE FUND OF ICELAND
(Tryggingarsjébur Innstaedueigenda og Fjarfesta), a [#] incorporated under Icelandic law
(the "Guarantee Fund");

(2) THE GOVERNMENT OF THE REPUBLIC OF ICELAND ([/celandic name]) ("leeland");
and

(3) THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND (the "Bank").
BACKGROUND:

(A) The claims of Landsbanki London Depositors against Landsbanki are guaranteed by the
Guarantee Fund according and subject to Act No. 98/1999 which implements Directive
94/19.

(B) Iceland has requested that HMT and the FSCS assist the Guarantee Fund in financing
and settling the claims of the Landsbanki London Depositors against the Guarantee Fund
under Act No. 98/1999.

(C) The process by which:

)] the FSCS will settle (on behalf of the Guarantee Fund) the claims of the
Landsbanki London Depositors against the Guarantee Fund under Act No.
98/1999; and

(ii) the Guarantee Fund will settle its obligations to the FSCS,

will be detailed in the Settlement Agreement.

Repubiic of l¢

e B4/ 1 9/C

{DI(E) __ The Parties wish to detail in this Agreement the financing by the Lender of the
claims to be settled by the FSCS (on behalf of the Guarantee Fund) pursuant to the
Settlement Agreement,

Agreement in order to fund the Facility in the short term on the basis that HMT (or its
nominee) will subsequently assume the role of Lender and act as such until the Facility
has been fully repaid.

IT IS AGREED AS FOLLOWS:
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1.1

DEFINITIONS AND INTERPRETATION

Definitions
In this Agreemant:

"Act No. 98/1999" means the Icelandic Act No. 98/1999 on Deposit and Investor-
Compensation Scheme ([insert Icelandic name}) as in force on 11 October 2008.

"Business Day" means a day (other than a Saturday or a Sunday) on which banks are open for
general business in Reykjavik and in London.

“Directive 94/19/EC” means Directive 94/19/EC of the European Parliament and of the Council
of 30 May 1994 on deposit-guarantee schemes.

"Disbursement” means a disbursement made or to be made under this Agreement.
*Disbursement Date" means the date on which a Disbursement is or is to be made.
"Dishursement Request" means a notice substantially in the form of Schedule 1.
"Dispute” has the meaning given 10 it in subparagraph 16.2.1.

*External Indebtedness” means any present or future borrowing, debt or other obligation,
whether actual or contingent, which is:

(a) payable to non-residents of the Republic of Iceland or, if in the form of bonds, notes,
debentures, loan stock or other securities, at least 25 per cent. in aggregate principal
amount of which is or was initially offered to non-residents of the Republic of Iceland; or

(b) denominated in a currency other than lcelandic krénur or, if denominated in Icelandic
kronur, under the terms of which payment of principal, premium (if any) or interest can be
or is required to be made in or by reference to any other currency,

including, for the avoidance of doubt:

()  any borrowing, debt or other obligation owing to the International Monetary Fund;
and

(i) any borrowing, debt or other obligation owing under any Other Depositor Financing
Arrangement.

"Facility” means the term loan facility described in paragraph 2.1.
"Facility Amount” has the meaning given to it in paragraph 2.1.1.

"Finance Documents" means this Agreement, the Settlement Agreement and any other
agreement or document designated as a Finance Document by the Parties.

"FSCS" means the Financial Services Compensation Scheme Limited.

“FSCS Bank Account” means one or more bank accounts maintained by the Bank in its books
for the FSCS.

"HMT" means the Lords Commissioners of Her Majesty’s Treasury.
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"IMF" means the Intemnational Monetary Fund.

"Landsbanki" means Landsbanki islands hf, a [¢] incorporated under Icelandic law.

subieci 1o Act No, 98/1999,
"Landsbanki London" means the London branch of Landsbanki.

"Landsbanki London Depositor” means (i) each depositor with Landsbanki London’s “Icesave”
product; (ii) any person who has submitted an application to open an account with Landsbanki
London’s “lcesave” product and has transterred money to Barclays as UK clearing bank for
Landsbanki London but for whom no Icesave account has been opened, so that the money
funds, or otharwise has any credit balance, with Landsbanki London, provided that in this final
casethe corresponding claim against Landsbanki is eligible for compensation under the rules of
the FSCS.

_Landsbanki-Depesitor moans-sack-parsen-otherthasa-bandsbanid-LondonHopasion who
nas-deposited-anyiundsor-otherwise-bas-ary-eradit-balansewith-Landebanki-ang-wheso
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“Lender” means the Bank or, after the assignment of the Bank’s rights or the transfer of the
Bank's rights and obligations under this Agreement to HMT (or its nominee) pursuant to

paragraph [13.2], HMT (or its nominee).

"Lender’s Settlement Account" means one or more bank accounts maintained by the Lender
from time to time as notified by the Lender to the Guarantee Fund.

“Other Depositor Financing Arrangements” means:

(a) the up to €[1,500,000,000] Prefinancing Arrangement entered or to be entered into
between the Guarantee Fund, lceland and The Government of The Netherlands; and

(b) the up to EUR [e] Prefinancing Agreement entered or to be entered into between the
Federal Republic of Germany (represented by the Federal Ministry of Finance), Iceland,
Entschadigungseinrichtung der Deutschen Banken GmbH and the Guarantee Fund.

"Parties" means the Guarantee Fund, lceland and the Lender.

"Reimbursement” means, at any time {whether before or after the Reimbursement is required
to be paid by the Guarantee Fund to the Lender), the aggregate amount of the Disbursements
or the amount outstanding for the time being of that amount.

"Settlement Agreement' means the settlement agreement to be entered into between the
Guarantee Fund and the FSCS which sets out the process by which the FSCS will settle (on
behalf of the Guarantee Fund) the claims of the Landsbanki London Depositors against the
Guarantee Fund under Act No. 98/1999 and the process by which the Guarantee Fund will
settle its obligations to the FSCS.

“Termination Event" means any event or ¢ircumstance specified as such in paragraph 12.

"Transfer Certificate” means a certificate substantially in the form of Schedule 2.
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1.2 Third-party benefits

1.2.1

1.2.2

1.2.3

1.2.4

Subject to subparagraphs 1.2.2 and 1.2.3, a person who is not a party to this Agreement
shall have no right under the Contracts (Rights of Third Parties) Act 1999 to enforce any
term or condition of this Agreement.

HMT has the benefit of, and may enforce, any right accorded to it, or any term or
condition expressed to be for its benefit, in this Agreement (including, without limitation,
paragraph [e]).

The FSCS has the benefit of, and may enforce, any right accorded to it, or any term or
condition expressed to be for its benefit, in this Agreement (including, without limitation,
paragraphs 8 and [e]).

Notwithstanding subparagraphs 1.2.2 and 1.2.3, nothing in this Agreement shall impose
any obligation on any person who is not a Party.

1.3 Construction

1.3.1

1.3.2

In this Agreement, except where the context otherwise requires:

(a) references to a person include its successors in title, permitted assignees and
permitted transferees;

(b) references to any document {or a provision thereof) shall be construed as a
reference to that document (or provision) as from time to time amended,
supplemented, varied, novated, assigned or replaced (in whole or in part);

(c) references to any statute or other legisiative provision shall include any statutory or
legislative modification or re-enactment thereof, or any substitution therefor; and

(d) references to the FSCS settling claims or paying compensation “on behalf of the
Guarantee Fund” include all payments made by the FSCS to Landsbanki London
Depositors in respect of the Guarantee Fund's obligations under Act No. 98/1999
{(whether such payments are made by the FSCS as principal or agent).

if, but for the operation of this paragraph 1.3.2, any sum payable under or in connection
with any Finance Document would fall due for payment on a day which is not a Business
Day, or any period by reference to which any such sum is calculated would end on a day
which is not a Business Day, that sum shall instead be payable, or that period shall
instead end, on the next following Business Day, uniess such Business Day falls in the
next calendar month, in which case that sum shall instead be payabie, or that period shall
instead end, on the immaediately preceding Business Day.

2 THE FACILITY

2.1  The Facility

2.1.1

Subject to the terms of this Agreement, the Lender makes available to the Guarantee
Fund a Sterling term loan tacility in a maximum principal amount of £{2,500,000,000], or
such other amount as the Lender, the Guarantee Fund and HMT may agree in writing
from time to time (the “Facility Amount”).

Disbursements made under the Facility shall be applied (or, pending such application,
placed on interest-bearing deposit in order to be subsequently applied) by the Guarantee
Fund or on its behalf towards one or more of the following purposes:

(a) the repayment of any amounts borrowed by the FSCS from the Bank or from HMT
which have been applied by the FSCS (on behalf of the Guarantee Fund) in order

5/20




2.1.3

to settle claims of Landsbanki London Depositors under Act No. 98/1999 for up to
£[16,872.99] per claim, together with interest accrued on such amounts borrowed;

(b) the settlement by the FSCS (on behalf of the Guarantee Fund) of the claims of
Landsbanki London Depositors under Act No. 98/1999 for up to £[16,872.99] per

siaimdepositor (or, where applicable, per joint-account holderielsism; and

(c) the costs (including internal costs) incurred by the FSCS in settling (on behalf of the
Guarantee Fund) the claims of Landsbanki London Depositors under Act No.
98/1999,

in accordance with and subject to the Settiement Agreement.

Notwithstanding paragraph 2.1.2, the Lender shall not be bound to monitor nor be
concerned with the use or application of any Disbursement.

2.2 Operation of the Facility

221

222

223

224

Without prejudice to the liability of lceland, the Guarantee Fund shall be the sole borrower
under the Facility, shall be the debtor in respect of all Disbursements made under the
Facility and shall be primarily liable for all sums (including, without limitation, the
Reimbursement and any interest, costs and expenses arising in connection therewith)
which are or may become due to the Lender under this Agreement.

The FSCS may, and the Guarantee Fund (with the consent of Iceland) hereby irrevocably
authorises the FSCS to, on behalf of the Guarantee Fund, make drawings under the
Facility in the form of one or more Disbursements, which the FSCS may request by
delivery to the Lender of a duly completed Disbursement Request.

A Disbursement Request must be submitted to the Lender (with, for so long as the Bank
is the Lender, a copy to HMT) by no later than 11:00 am (London time) on the proposed
Disbursement Date.

The FSCS may, on behalf of the Guarantee Fund, make drawings under the Facility in
accordance with this paragraph 2.2:

(a) in order to make any payment necessary or desirable for any of the purposes set
out in paragraph 2.1; and

(b) until (and so that no Disbursement Date falls after) [30 March 2012] and in an
aggregate principal amount not exceeding the Facility Amount.

2.3 Making of a Disbursement

2.3.1

232

Provided that:
(a)

is Agreement |

N e Gons
as-the-case-may-bewalved inwiiting-by-the Lender; and

(b) no Termination Event has occurred or would occur as a result of the proposed
Disbursement being made,

the Lender will make each Disbursement available to the FSCS on its Disbursement Date.
Each Disbursement shall be made available by credit to an FSCS Bank Account.

Only the FSCS may request and receive the proceeds of a Disbursement and the
Guarantee Fund will, notwithstanding (and without prejudice to) its abligations as
borrower under the Facility, not have any right or claim to request or receive the proceeds
of any Disbursement.
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2.4 Confirmation of Dishursements
2.4.1 The Lender will, as soon as reasonably possible after making any Disbursement, notity
the Guarantee Fund, Iceland and (for so long as the Bank is the Lender) HMT of:
(a) the amount of the Disbursement and its Disbursement Date; and

(b) the amount of the Reimbursement immediately after the making of the
Disbursement.

2.4.2 Any failure to comply with subparagraph 2.4.1 shall not in any way limit the duties or
liabilities of the Guarantee Fund and Iceland under this Agreement,

3 CONBITIONS RFRECERENTMING INTQ FORCE

3.1 Condit |
As conditions precedent to the L.ender making the Facility available to the Guarantee Fund, the
Guarantee Fund must deliver to the Bank and HMT, in form and substance satisfactory to them,
the following documents (which shall be in English or, if not in English, accompanied by a
certified translation into English):

(a) an original copy of this Agreement, dated and duly signed on behaif of the
Guarantee Fund and Iceland;

(b) an original copy of the Settlement Agreement, dated and duly signed on behalf of
the Guarantee Fund;

(c) a board resolution or other corporate authorisation of the Guarantee Fund
authorising the execution by it of this Agreement and the Settlement Agreement

3%%@%—@%&;{%&%& -aeh-thg- W—-&gm@mw%m W&W«é«
bingding-and-aaforceablesand

sai(d)a legal opinion of [ ]. legal advisers to the Guarantee Fund and Iceland as to
Icelandic law, in respect of, inter alia, the capacity and due authority of, and valid
execution of each Finance Document to which it is a party by, each of the
Guarantee Fund and lceland.
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4 REIMBURSEMENT

4.1 Reimbursement

4.1.1

4.1.2

The Guarantee Fund will reimburse the Lender for all Disbursements made by it in
accordance with this Agreement by paying the Reimbursement.

Subparagraph 4.1.1 will apply irrespective of any error or fault by the FSCS in carrying
out its obligations under the Settlement Agreement or in applying the proceeds of the
Disbursements in accordance with subparagraphs 2.1.1 and 2.2.4.

4.2 Payment of Reimbursement

4.2.1
4.2.2

4.2.3

The Guarantee Fund will pay the Reimbursement in seven annual instaiments.

Subject to paragraph 4.3, the amount of each instalment will be equal to one seventh of
the amount of the Reimbursement at the end of [30 March 2012] (after taking account of
any Disbursement or prepayment made on such date).

The first instalment will be paid on [1 April 2012], the last instalment on [1 April 2018], and
the other instalments on [1 April] falling in each year in between [2012 and 2018].

4.3 Prepayment of Reimbursement

| 4.3.1

4.3.2

4.3.3

4.3.4

4.3.5

At any time the Guarantee Fund may, subject to paragraph 4.3.2, if it (or Iceland on its
behalf) gives the Lender no less than three Business Days’ prior written notice, voluntarily
prepay the Reimbursement in whole or in part but, if in part, in an amount equal to at least
£114,000,000% or_if iess, the amount of any Excess {as defined in paragraph 7.2 of the
Settlement Agreament).

At the same time as making any voluntary prepayment under paragraph 4.3.1 the

outstandmg amount then owed by st under the Other Depositor Financing Arrangements,
such that the same proportion of the then outstanding amount is then (subject to any
rounding) prepaid under this Agreement and under both of the Other Depositor Financing
Arrangements.

{f the FSCS recovers any amount from Landsbanki which is attributable to all or part of a
Landsbanki London Depositor's claim which was assigned to the FSCS by such
Landsbanki London Depositor in consideration for the payment by the FSCS of
compensation in respect of such claim on behalf of the Guarantee Fund under Act No.
98/1999, then the FSCS shall (on behalf of the Guarantee Fund), as soon as reasonably
practicable, apply such amount in prepayment of the Reimbursement.

Any prepayment of any amount of the Reimbursement pursuant to this paragraph 4.3

. will be applled pro rata towards each of the remammg
mstalments payable under paragraph 4.2.

No amount prepaid may be reborrowed.

8/20




5.1

5.2

5.3

5.4

6.1

6.2

6.3

INTEREST

Interest rate

The Reimbursement will bear interest at a rate of {an annual percentage rate equal to the
aggregate of the [annualised] 10 year UK Gilt rate on or about the date of the Agreement plus
250bps] per cent. per annum] from {(and including) the first Disbursement Date to (but
excluding) the date on which the last instalment (or, as the case may be, prepayment) is paid to
the Lender.

Payment of interest

The Guarantee Fund will pay accrued interest on the Reimbursement on [30 April] and {31
QOctober] of each year starting after the date of this Agreement.

Interest on arrears

If the Guarantee Fund fails to pay any amount payable by it under this Agreement on its due
date, interest will accrue on the overdue amount from the due date up to the date of actual
payment at a rate of [rate in paragraph 5.1 plus 30bps] per cent. per annum.

Day count convention

Any interest accruing under this Agreement will accrue from day to day and will be calculated on
the basis of the actual number of days elapsed and a year of 365 days.

GUARANTEE AND INDEMNITY

Guarantee and indemnity
Iceland irrevocably and unconditionally:

(a) guarantees to the Lender the due and punctual performance by the Guarantee
Fund of all the Guarantee Fund's obligations under the Finance Documents to
which it is a party;

(b) undertakes to the Lender that, whenever the Guarantes Fund does not pay any
amount when due under or in connection with the Finance Documents to which it is
a party, that it shall, on demand, pay that amount as if it were the principal obligor;
and

(¢) undertakes to indemnify the Lender, on demand, against any cost, loss or liability
suffered by the Lender if any obligation guaranteed by it is or becomes
unenforceable, invalid or illegal. The amount of the cost, loss or liability shall be
equal to the amount which the Lender would otherwise have been entitled to
recover.

Continuing guarantee and indemnity

The guarantee and indemnity contained in this paragraph 6 is a continuing guarantee and
indemnity and will extend to the ultimate balance of sums payable by the Guarantee Fund under
the Finance Documents, regardless of any intermediate payment or discharge, whether in whole
or in part.

Reinstatement

If any payment by the Guarantee Fund or any discharge given by the Lender in favour of the
Guarantee Fund or Iceland is avoided or reduced:

(a) the liability of the Guarantee Fund or lceland (as appropriate) shall continue as if
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6.4

6.5

6.6

6.7

the payment, discharge, avoidance or reduction had not occurred: and

(b) the Lender shall be entitled to recover the value or amount of any such payment or
discharge from the Guarantee Fund or Iceland (as appropriate), as if the payment,
discharge, avoidance or reduction had not occurred.

Waiver of defences

The obligations of Iceland under this paragraph 6 shall not be affected by an act, omission,
matter or thing which, but for this paragraph 6.4, would reduce, release or prejudice any of its
obligations under this paragraph 6, including (without limitation and whether or not known to it
or any other Party):

(a) any time, waiver or consent granted to, or composition with, the Guarantee Fund,
Iceland or any other person;

(b) the release of the Guarantee Fund, Iceland or any other person under the terms of
any composition or arrangement with any creditor of any of them;

{c) the taking, variation, compromise, exchange, renewal or release of, or refusal or
neglect to perfect, take up or enforce, any rights against, or security over assets of,
the Guarantee Fund, Iceland or any other person or any non-observance of any
formality or other requirement in respect of any instrument or any failure to realise
the full value of any security;

(d) any incapacity or lack of power, authority or legal personality of or dissolution or
change in the status of the Guarantee Fund, Iceland or any other person;

(e) any amendment, novation, supplement, extension, restatement (however
fundamental and whether or not more onerous) or replacement of any Finance
Document including (without limitation) any change in the purpose of, any extension
of or any increase in the Facility or the addition of any Finance Document;

() any unenforceability, illegality or invalidity of any obligation of any person under any
Finance Document or any other document; or

(g) anyinsolvency, reorganisation or similar proceedings in respect of Landsbanki, the
Guarantee Fund or any other person,

Immediate recourse

Iceland hereby irrevocably waives any right it may have of first requiring the Lender to proceed
against or enforce any other rights or security or claim payment from any person before
claiming from Iceland under this paragraph 6. This waiver applies irrespective of any law or any
provision of a Finance Document to the contrary.

Deferral of Iceland’s rights

Until all amounts which have become payable by the Guarantee Fund or Iceland under or in
connection with the Finance Documents have been irrevocably paid in full, and unless the
Lender otherwise directs, Iceland shall not exercise any rights of indemnity, subrogation or
contribution which it may have by reason of the performance by it of its obligations under the
Finance Documents (and, if lceland receives any payment or distribution in relation to such
rights, it shall promptly turn such payment or distribution over to the Lender).

Additional security

The guarantee and indemnity set out in this paragraph 6 is in addition to and is not in any way
prejudiced by any other guarantee, indemnity or security now or subsequently held by the
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