Act on Securities Transactions

CHAPTERI|
Scope and definitions
Article 1
Scope
This Act shall apply to securities transactiorecurities transactions” shall mean:
. Reception and transmission of client orderlation to one or more financial instruments;
. Execution of orders on behalf of clients;
. Dealing in financial instruments on own account;
. Portfolio management;
. Investment advice;
. Underwriting of financial instruments and/or @ty of financial instruments;
. Placing of financial instruments without undeting;
. Operation of multilateral trading facilities (VF}.
“Securities transactions” shall also mean theofeihg transactions or operations if
closely connected to transactions or operationgupdragraph 1:
1. Safekeeping and administration of financialmmstents for the account of clients, including
custodianship and related services such as calsttézal management;
2. Granting credits, guarantees or loans to arshovéo allow him to carry out a transaction in
financial instruments, where the financial undertglgranting the credit or loan is involved in
the transaction;
3. Advice to undertakings on capital structureustdal strategy and related matters and advice
and services relating to mergers and the purchasedertakings;
4. Foreign-exchange services where these formtaptre provision of investment services;
5. Investment research and financial analysis feerdorms of general recommendation relating
to transactions in financial instruments;
6. Services related to underwriting;
7. Services related to the underlying of a denagtas provided for in subparagraphs (e) and (h)
of point 2 of paragraph 1 of Article 2 where thase connected to securities transactions as
defined in this Article.
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Article 2
Definitions
For the purposes of this Act the following defimits shall apply:
1. Financial undertakingAs defined in the Act on Financial Undertakings.
2. Financial instrument:
a. A security, i.e. any transferable security nedpd¢ on the capital market, with the
exception of instruments of payment, such as:
i. Shares in companies and other securities eqnvéb shares in companies, partnerships
or other legal persons, and depositary receiptsspect of shares;
il. Bonds or other forms of securitised debt, inlthg depositary receipts in respect of
such securities;
iii. Any other securities giving the right to acgeiior sell any transferable securities or
giving rise to a cash settlement determined byreefee to transferable securities,
currencies, interest rates or yields, commaoditrestioer indices or measures;



b. Money-market instruments, i.e. those class@sstfuments which are normally dealt
in on the money market, such as treasury billdifcates of deposit and commercial
papers, excluding instruments of payment;

c. units in an undertaking for collective investimen

d. Options, futures, swaps, forward rate agreenmamsany other derivative contracts
relating to securities, currencies, interest ratedds, other derivatives instruments,
financial indices or financial measures which maysbttled physically or in cash;

e. Commodity derivatives;

f. Derivative instruments for the transfer of ctatk;

g. Financial contracts for differences;

h. Other derivatives not falling under subparagsah) to (g) but having the same
properties as these derivatives.

3. Portfolio managementylanagement of a securities portfolio in accordamite an investment
strategy predefined by a client.

4. Investment advicethe provision of personal recommendations toentlin respect of

financial instruments, either at the initiativetbé client or the provider of the service.

5. Admission of a financial instrument to tradimgpproval by a stock exchange of the start of
trading in financial instruments on a regulated katisubject to its rules under Article 220of the
Act on stock exchanges.

6. Multilateral trading facility (MTF): A multilateral system, operated by a financial emaking

or a stock exchange, which brings together buyimyselling interests in financial instruments in
accordance with non-discretionary rules in a way thsults in a contract in accordance with the
provisions of Chapter IV.

7. Regulated marketA market in financial instruments, as definedha Act on Stock
Exchanges.

8. Stock exchangeéAn operator of a regulated market as defined énAbt on Stock Exchanges.
9. Professional clientA client possessing the experience, knowledgeeapértise to make its
own investment decisions and properly assessdks tiat it incurs. The following parties shall
be regarded as professional clients:

a. Legal persons in Iceland or abroad licensegb&vaie or engaged in regulated activities
in financial markets, including financial undertaggs and businesses connected with the
financial sector, insurance companies, collectiwestment undertakings and their
management companies, pension funds and their reareag companies as applicable,
commodity and commodity derivatives dealers, loeald other institutional investors;

b. Large undertakings meeting at least two of tlewing requirements:

i. Balance sheet total is ISK 1,847 million or hegh

ii. Net turnover is ISK 3,695 million or higher;

iii. Equity is ISK 185 million or higher.

Amounts under this item are base amounts tiede@xichange rate of the euro (EUR) on
3 January 2007 (ISK 92.37);

c. National and regional governments, central bamksinternational institutions, such as
the European Central Bank, the European InvestBamk and other similar international
organisations;

d. Other institutional investors whose main agivgt to invest in financial instruments,
including entities dedicated to the securitisattbassets or other financing transactions.
e. Parties approved as professional clients obdkes of Article 24.



10. Eligible counterparty:Party falling under subparagraphs (a), (b) ana{the definition of a
professional client.
11.Retail client:A client who is not a professional client.
12.Public investment advic&n analysis or information summary that directhirairectly
recommends the purchase or sale of financial imsnis or suggests an investment strategy,
concerning one or more financial instruments oirtissuers, and is intended for the public or is
likely to be made accessible to the public, e.gisfributed to a large group of people.
13. Accepted market practicé practice that can normally be expected to blewed on one or
more financial markets and which the Icelandic Raia Supervisory Authority has recognised
in the manner provided for in a regulation to beleisshed on the basis of Article 118.
14. Systematic internalise financial undertaking that, on an organisedgfrent and
systematic basis, deals on own account by execaliggt orders outside regulated markets and
MTFs.

The Minister shall establish in a regulation fertprovisions regarding the definitions of
the terms “financial instrument”, “investment ad¥i@nd “systematic internaliser”.

Article 3
Home State and host State in Iceland
Iceland is the home State of an issuer havinggdistered office in Iceland if that party is
an issuer of shares, or debt securities the deratimmper unit of which is less than ISK 92,400,
admitted to trading on a regulated market. Amountder this paragraph are base amounts tied to
the exchange rate of the euro (EUR) on 3 Janudy AGK 92.37).

Iceland is the home state of an issuer havingegsstered office in a country outside the
European Economic Area (EEA) if the party in quasis an issuer of shares, or debt securities
the denomination per unit of which is less than BBK400, admitted to trading on a regulated
market and the issuer is obliged to submit a reganually in respect of the issuance to the
Icelandic Financial Supervisory Authority, cf. At 48. Amounts under this paragraph are base
amounts tied to the exchange rate of the euro (ER3 January 2007 (ISK 92.37).

Iceland is the home state of an issuer in otheesthan specified in paragraphs 1 and 2 if
the party is an issuer of securities admittedaditrg on a regulated market and the party elects
Iceland as its home state. The issuer may elelarideas its home state only if its registered
office is in Iceland or its securities have beeméidd to trading on a regulated market in
Iceland. The issuer’s choice of Iceland as its hetate under this paragraph shall remain valid
for at least three years after the choice is maidiqy cf. paragraph 7, except if its securities
cease to be traded in a regulated market sooner.

Iceland is the host State of an issuer if its g8ea have been admitted to trading on a
regulated market in Iceland and Iceland is ndb@se state under paragraphs 1-3.

If Iceland is the issuer's home state, the isshail comply with the provisions of
Chapters VII, VIl and IX of this Act even if itesurities have only been admitted to trading on
a regulated market in a state within the Europeaon&mic Area other than Iceland.

If the issuer may elect its home state under papg3, its securities shall not be admitted
to trading on a regulated market until it has @dane state within the European Economic Area



as its home state. The provision of the first seategedoes not apply to undertakings for collective
investment in transferable securities and investrerds, as defined in the Act on Undertakings
for Collective Investment in Transferable Secusiigd CITS) and Investment Funds, in the case
of units in an undertaking for collective investrhenissuers concerning money-market
instruments with a maturity shorter than 12 months.

The issuer shall make public its choice of a hetage pursuant to paragraph 3 in the
same manner as specified in paragraph 1 of Aizle

CHAPTER I
Investor protection and business conduct of financial undertakings
Article 4
Scope of the Chapter
The provisions of this Chapter shall apply to ficial undertakings authorised to trade in
securities, subject to Article 25.

Article 5
Sound business practices
Financial undertakings shall operate in accordavitteproper and sound business
procedures and practices in securities tradindy avitiew to ensuring the integrity of the
financial market and client interests.

Article 6
Organisational structure of financial undertakings
The organisational structure of a financial unald@rig shall ensure continuous and regular
business activities and services to clients. Te®enid a financial undertaking shatiter alia,
employ appropriate systems and procedures as svpbbssessing the necessary knowledge.

A financial undertaking shall have secure proceddior the management, accounting,
internal controls and risk assessment of the cognpan

A financial undertaking shall establish rules anocedures ensuring compliance of the
undertaking, its management, employees and tiedtsigeth the laws and rules applying to its
operations. In addition, a financial undertakinglsbstablish rules governing personal
transactions in financial instruments by such pesso

Article 7
Outsourcing of operational functions
A financial undertaking shall ensure that its outsing of important operational
functions does not increase its operational risichSoutsourcing may not be undertaken if it
impairs internal controls or compliance. The finahandertaking shall remain fully responsible
for outsourced operational functions.

Article 8
Conflicts of interest
A financial undertaking shall take all reasonatikgps designed to prevent conflicts of
interest from adversely affecting the interestg€lients.
A financial undertaking shall identify conflict$ imterest:



1. Between itself on the one hand, including itpkyees, tied agents and parties subject to its
control, and its clients on the other hand; and
2. Internally between its clients.

Where arrangements provided for in paragraph Inardficient to ensure client interests
with reasonable confidence, the financial undenglshall disclose the nature and reasons for the
conflicts of interest to the clients in questioridie any business transactions are carried out
between a financial undertaking and a client.

Article 9
Written agreements, records and reporting
A financial undertaking that provides a servicéha field of securities transactions for a
retail client shall enter into a written agreemeith the client setting ouinter alia, the rights
and obligations of the parties to the agreemerg. @rbvision of this paragraph does not apply to
investment advice.

A financial undertaking shall also maintain a separecord of all agreements concluded
with each of its clients that include provisionsrahts and obligations in transactions between
the parties. The rights and obligations of theipantnay be incorporated by reference to rules of
law or documents accessible to clients.

A financial undertaking shall send statementsgalients on the services that it provides
to them. The statements shall include, where agiplé; the costs associated with the services.

Article 10
Records of services and preservation of data
A financial undertaking shall keep a record ofsaltvices and transactions carried out by
it in the field of securities trading. The recostsll be sufficiently detailed to enable the
financial undertaking to demonstrate its compliawdé the law.

A financial undertaking shall preserve for at tdag years data relating to all
transactions in financial instruments that it perfs, whether the transactions are on its own
account or for clients. The data shall includégr alia, information that is required to be
provided on the basis of the Act on measures agaiasey laundering and terrorist financing.

Article 11
Separation of clients’ financial instruments antatassets
A financial undertaking shall keep clients’ fin@éaddnstruments clearly separated from its
own assets. A financial undertaking may use a tidimancial instruments on own account only
with the client’s written approval.

A financial undertaking shall also keep otherrdiassets securely separated from the
financial undertaking’s assets. Client assets $fgakept in a separate account registered in the
client's name.

Financial undertakings that do not constitute itiegtitutions on the basis of the Act on
financial undertakings shall not use client fund$grading for their own account.



Article 12
Nominee registration

A financial undertaking authorised to preservaificial instruments owned by its clients
may apply to the Financial Supervisory Authority f@rmission to hold these in a separate
account (nominee account) and accept payment aadftehts clients from individual issuers of
financial instruments, provided the financial undking has explained to the client the legal
effects thereof and the client has granted its@gr The financial undertaking shall keep a
record of the holdings of each individual clientlenthis Article.

In the event that a financial undertaking is gett receivership or granted a moratorium
on its debts, or the undertaking is wound up orgarmrable measures are taken, the client may, on
the basis of the record provided for in paragraphithdraw its financial instruments from the
nominee account, provided that their ownershipisdisputed.

Article 13
Endorsement of transfer

A financial undertaking may transfer transferdlancial instruments in a client’'s name
provided it has been issued a written power offiaéy to do so. The endorsement of a financial
undertaking is not regarded as interrupting theood endorsement even though the power of
attorney is not attached to the transferable firmestrument, provided the endorsement
mentions that the instrument is transferred in edaace with a power of attorney in its keeping.
The financial undertaking shall preserve writtewps of attorney for as long as any rights
attach to the instrument transferred in this mannlee purchaser of the instrument shall be
provided with a copy of the power of attorney & fhurchaser so requests.

A financial undertaking offering safekeeping @rtsferable financial instruments may
preserve endorsements pursuant to paragraph 4epaaate file while the instrument is in its
custody, provided that such endorsements are enberéhe instrument when it leaves the
custody of the financial undertaking. A financialdertaking intending to exercise this
authorisation shall obtain the consent of the Fer@drSupervisory Authority for the arrangement
of custody and the information system intendedife.

A client that has granted a financial undertalpogver of attorney as provided for in
paragraph 1 cannot make a claim on a transfer@vbking the financial undertaking’s lack of
authorisation, except in cases where the powettafreey was manifestly inadequate.

Article 14
Information provision to clients
A financial undertaking shall provide its cliemtsd others to whom it offers its services
clear information on the financial undertaking litsiés services, the investment options offered
to them and the risk involved in such investmetie information provided by a financial
undertaking to its clients and others offered @wiges shall be clear and reasonable and shall not
be misleading, enabling clients to make an inforinedstment decision.

A financial undertaking shall inform its clientsdhothers offered its services in advance
of the commission that it intends to charge fosésvice. Changes to this commission shall be
notified to clients with a reasonable notice.



A financial undertaking shall have information essible as to what legal remedies are
available to its clients in the event of a disparising between a client and the financial
undertaking.

In its advertisements and other promotional amtigj a financial undertaking shall take
due care to provide correct and detailed infornmatio its activities and services and ensure that
marketing materials are clearly separated fromratbemmunications.

Article 15
Information collection and recommendations relatpagtfolio management and investment
advice

When providing investment advice or portfolio mgement services, a financial
undertaking shall obtain the necessary informatiothe client’s or prospective client’s
knowledge and experience of the type of securiteeding in question, its financial situation and
its investment objectives so as to enable the @ilmhnndertaking to recommend suitable
securities transactions to the client.

If the financial undertaking does not obtain thi®imation provided for in paragraph 1 or
is unable to obtain such information, it shall retommend any securities transaction to the
client.

Financial undertakings shall not encourage tHeints not to provide the information
required to be obtained under this Article.

Article 16
Information collection and assessment regardingeo#ecurities transactions

A financial undertaking providing securities traoon services other than those referred
to in paragraph 1 of Article 15 shall request infation on the client’s or prospective client’s
experience in the field of securities trading iresfion so as to enable the financial undertaking to
assess whether the service or product envisaggaprepriate for the client.

Where the financial undertaking considers, onbss of information received in
accordance with paragraph 1, that the securitisé#ction is unsuitable for the client, the
financial undertaking shall advise the client méhgage in the transaction, and may do so in a
standardised format.

In cases where the client provides insufficiefibimation or elects not to provide the
information at all, the financial undertaking shalirn the client that such a decision will render
it impossible to assess the suitability for themiof the transaction envisaged. Such warning
may be provided in a standardised format.

A financial undertaking is not obliged to take 8teps provided for in paragraph 1 when
providing a service that consists only of executiotthe reception and transmission of orders
where all the following conditions are met:

a. The service concerns shares admitted to tradiagegulated market in the European
Economic Area or in an equivalent market in a staiside the European Economic Area,
money market instruments, bonds or other formeotistised debt, excluding those bonds or
securitised debt that embed a derivative, unieminindertaking for collective investment or other
non-complex financial instruments;

b. The service is provided at the initiative of thent;



c. The client has been clearly informed that tharicial undertaking is not required to assess the
suitability of the instrument or service and thadrefore the client will not benefit from the
corresponding protection of the assessment — thiaing may be provided in a standardised
format;
d. The financial undertaking complies with its ghatiions under Article 8 regarding conflicts of
interest.

Financial undertakings shall not encourage tHaints not to provide the information
required to be obtained under this Article.

Article 17
Information collection when service is providedaigh the medium of a third party
A financial undertaking receiving an instructi@ngerform a securities transaction on
behalf of a client through the medium of anotheaficial undertaking may rely on client
information transmitted and recommendations pravigethe client by the latter undertaking.
The financial undertaking which mediates the irdtans will remain responsible for the
completeness and accuracy of the information trétesn

Article 18
Best execution
A financial undertaking shall take all reasonadips to obtain, when executing orders,
the best possible result for their clients, takimg account price, costs, speed, likelihood of
execution and settlement, size, nature and any otmsideration relevant. Nevertheless,
whenever there is a specific instruction from thent, the order shall be executed following the
specific instruction.

A financial undertaking shall take the necessagasnres to meet its obligations under
paragraph linter alia by establishing an order execution policy. Thesorkecution policy shall
include, in respect of each class of instrumentfsyimation on the different venues where the
financial undertaking executes its client orderd tre factors affecting the choice of execution
venue. It shall provide for order execution in #ta@gnues where the best possible result for
clients can be expected on a consistent basisahdial undertaking shall provide appropriate
information to its clients on its execution poliagd obtain their prior consent before executing
orders.

Where the order execution policy under paragraplogides for the possibility that client
orders may be executed outside a regulated marlat MTF, the financial undertaking shall
specifically inform its clients and obtain theimsent. Consent may be obtained either in the
form of a general agreement or in respect of imllial transactions.

A financial undertaking shall monitor the effeetiess of its order execution
arrangements and execution policy under paragraplo&ler to identify and, where appropriate,
correct any deficiencies. In particular, it sha$ess, on a regular basis, whether the execution
venues included in the order execution policy ptevior the best possible result for clients. A
financial undertaking shall notify clients of anyaterial changes to its order execution
arrangements or execution policy under paragraph 2.



A financial undertaking shall be able to demoristta its clients, at their request, that it
has executed their orders in accordance with thediexecution policy pursuant to paragraph 2.

Article 19
Client order handling

A financial undertaking shall implement procedusied arrangements which provide for
the fair and expeditious execution of client orgdeetative to other client orders or the trading
interests of the financial undertaking. These piloces or arrangements shall allow for the
execution of otherwise comparable orders in acecarelavith the time of their reception by the
financial undertaking.

In the case of a client limit order which is ngeeuted as soon as it is received owing to
prevailing market conditions, the financial undking shall, unless the client expressly instructs
otherwise, take measures to facilitate the eantiessible execution of that order by making
public immediately that client limit order in ans#ig accessible manner. A financial undertaking
may comply with this obligation by transmitting tbkent limit order to a regulated market or
MTF. The Financial Supervisory Authority may graxemptions from the obligation to make
public a limit order that is large in scale.

Article 20
Tied agents
A financial undertaking may appoint a tied agémbtigh a written agreement for the
purposes of promoting the services of the finanomalertaking, receiving orders from clients and
executing them, acting as intermediary for the e&femancial instruments and providing
investment advice.

A tied agent may only serve one financial undenigkA financial undertaking providing
services through the medium of a tied agent skatkin fully and unconditionally responsible
for any action or omission on the part of the ag@nt when acting on behalf of the financial
undertaking. Tied agents are required to disclos#i¢nts the undertaking which they are
representing. Tied agents shall not receive furms tlients.

Financial undertakings shall monitor the actiatad their tied agents so as to ensure that
they comply with the law. Financial undertakingalspromote sound and proper conduct of
business on the part of their tied agents. A tgehashall have passed an examination in
securities trading. If a tied agent is a legal peysts managing director shall have passed an
examination in securities trading.

A tied agent may act on behalf of a financial uteleng only if licensed to do so by the
Financial Supervisory Authority. A financial undaking intending to appoint a tied agent shall
apply to the Financial Supervisory Authority forstipurpose. The Financial Supervisory
Authority shall establish further rules on whatuggments tied agents should meet.

The Financial Supervisory Authority shall keepeeaard of tied agents, which shall be
made public.



Article 21
Categorisation of clients, etc.
A financial undertaking shall categorise its clgeimto eligible counterparties,
professional clients and retail clients. A finahciadertaking shall inform its clients of the
category to which they belong, their right to resjue be categorised differently and the
consequences thereof. A financial undertaking stsaéiblish procedures for the categorisation of
clients.

Professional clients are responsible for keepimgnicial undertakings informed about any
change that could affect their current categoasedis professional clients. Furthermore, financial
undertakings that become aware that a client ngdofulfils the initial conditions that made it
eligible for being treated as a professional clemetrequired to take appropriate action.

Article 22
Transactions executed with eligible counterparties
Financial undertakings authorised to execute srdaerbehalf of clients, deal on own
account or receive and transmit orders may engagedurities transactions with eligible
counterparties without being required to complyhviite obligations under Articles 9, 14, 15, 16
and 18 and paragraph 1 of Article 19.

When a financial undertaking enters into transactiwith an eligible counterparty, the
financial undertaking shall obtain consent from¢hent to being treated as an eligible
counterparty. Such confirmation may be obtainddeeiin the form of a general agreement or in
respect of each individual transaction.

Notwithstanding the provisions of this Article, aligible counterparty may demand that
the financial undertaking comply with the provissaimder paragraph 1 in its transactions with
the client.

Article 23
Increased protection for professional clients
Professional clients may request to be treatedtas clients. Before a financial
undertaking provides a service to a professionahtlit must inform the party in question that it
is treated as a professional client. The finanamlertaking must also inform the client that the
latter may request not to be treated as a profesisatient. Increased protection may be provided
to professional clients only when a written agreeinn® concluded with the financial undertaking
to the effect that the client in question will e treated as a professional client. The agreement
shall specify whether this applies in general arespect of an individual transaction, service,
financial instrument or product.

Article 24
Clients that may be treated as professionals onest
Parties not treated as professional clients usaleparagraphs (a)-(d) of point 9 of
paragraph 1 of Article 2 may request that a finalhendertaking treat them as professional
clients. The financial undertaking shall assese#pertise, experience and knowledge of the
client and whether these give reasonable assuthat#he client is capable of making its own



investment decisions and understands the risk$viegoTo be treated as a professional client
pursuant to this Article, the client must satisfyeast two of the following criteria:

a. The client has carried out transactions, inisaamt size, on securities markets at an average
frequency of at least ten per quarter over theipusvfour quarters;

b. The size of the client’s securities portfolicegds ISK 46.2 million; this amount is a base
amount tied to the exchange rate of the euro (EwWR3 January 2007 (ISK 92.37);

c. The client works or has worked in the finanamrket for at least one year in a position
requiring knowledge in securities investment.

In order for clients under paragraph 1 to reqtlestthey be afforded professional client
treatment they must state in writing to the finahandertaking that they wish to be treated as a
professional client, either generally or in respa particular transaction or type of transaction
The financial undertaking must give them a cledttem warning of the legal protections and
compensation rights they may lose, and the clientst state in writing, in a separate document,
that they are aware of the consequences of losiclg legal protections.

Article 25
Public investment advice and publication of statsst
Any party presenting or issuing public investmadtice must ensure that such
information is presented fairly and meets the comas of rules to be established by the Financial
Supervisory Authority on the basis of Article 261Ainterest in or potential conflicts of interest
by reason of the financial instruments which tHerimation concerns of the party in question
must be indicated.

Public bodies disseminating statistical informatiiely to affect financial markets
significantly must present this information faidyd transparently.

Article 26
Regulation and rules of the Financial Supervisough®rity
The Minister shall establish a regulation furtbetailing the implementation of this
Chapter. The regulation shall includater alia, provisions on:
1. Conduct of business under Article 5;
2. Organisational structure of financial undertakinincluding compliance, risk management,
internal controls, management responsibility, camté handling and personal transactions,
under Atrticle 6;
3. Outsourcing of operational functions under Agtic;
4. Conflicts of interest under Article 8;
5. Written agreements, records and reporting uAdile 9;
6. Records of services and preservation of dateruadicle 10;
7. Preservation of financial instruments belondgmglients and use of clients’ financial
instruments under Article 11 and reports by auditegarding such preservation;
8. Nominee registration, including the cancellifiguothorisations to register financial
instruments in a nominee account under paragraghAtticle 12, the identification of a nominee
account, including information on the number of enmincluded in a nominee account, and
disclosure to the Financial Supervisory Authoréyg. the identification of the beneficial owners
of nominee accounts;
9. Information provision to clients under Articld;1



10. Information collection and recommendations réigg portfolio management and investment
advice under Article 15;
11. Information collection and assessment regardihgr securities transactions under Article
16;
12. Best execution under Article 18;
13. Client order handling under Article 19;
14. Categorisation of clients, etc. under Article 2
15. Transactions executed with eligible counterpaminder Article 22;
16. Professional clients under Articles 23 and 24;
Rules pursuant to paragraph 1 shall take intoladowhether the financial undertaking is
engaging in business with a professional clienetail client.

The Financial Supervisory Authority shall establiales on public investment
recommendations, including fair presentation anaipation, identifying the parties making the
investment recommendations or publishing themreésts and conflicts of interest and a
definition of the concept of research.

CHAPTER |1
Transparency of transactions
Article 27
Scope of the Chapter
The provisions of this Chapter shall apply to fioial undertakings authorised to trade in
securities.

Article 28
Obligation of systematic internalisers to make puflotes
Systematic internalisers shall publish a firm guotthose shares admitted to trading on a
regulated market for which they are systematianaisers and for which there is a liquid
market. In the case of shares for which there isafiguid market, systematic internalisers shall
disclose quotes to their clients on request.

The provisions of this Article apply to quotestopstandard market size. Systematic
internalisers that only deal in sizes above stahdarket size shall not be subject to the
provisions of this Article.

Article 29
Publication by financial undertakings on transaciso
A financial undertaking which, either on own acebar on behalf of clients, concludes
transactions outside a regulated market or MTHares admitted to trading on a regulated
market must make public the price, volume and tifnnose transactions. This information shall
be made public as close to real-time as possible, r@asonable commercial basis, and in a
manner rendering the information easily accessbtdher market participants.

Article 30
Notification requirement regarding transactions
A financial undertaking shall send a notificatiorthe Financial Supervisory Authority
on all transactions that it executes in finanaigtiuments admitted to trading on a regulated



market. Such notifications shall be communicatepramptly as possible, no later than the close
of the following working day. All such transactiosisall be reported whether they take place on a
regulated market or outside such markets.
A notification on a transaction as provided fodenparagraph 1 may be communicated
in the following manner:
a. The financial undertaking itself or a third gash its behalf communicates the notification;
b. The notification is communicated through a nedifion system which the Financial
Supervisory Authority has approved,;
c. The regulated market or MTF where the transadbok place communicates the notification.

Article 31
Regulation

The Minister shall establish a regulation detagilihe implementation of this Chapter. The
regulation shall includenter alia, provisions on:
1. The disclosure obligation of systematic inteisek under Article 28;
2. Disclosure by financial undertakings concernnagsactions under Article 29, including the
obligation to make information public and the cdiugtis for exemptions from this obligation;
3. The notification requirement regarding transaxdiunder Article 30, including the obligation
of the Financial Supervisory Authority to forwardtifications regarding transactions to the
competent authority in the Member State where theket for the financial instrument in
guestion is most liquid, in addition to other regunents regarding notifications, their content
and competent authorities’ communications.

The Minister may also set in a regulation furtheavisions on the following:
1. The obligations of systematic internalisers kenpublic bid and offer prices and the depth of
trading interests at these prices for financiarumeents other than shares for which they are
systematic internalisers under Article 28;
2. The obligation of a financial undertaking to ragdublic the price, volume and timing of
transactions that take place outside a regulatedlanar MTF in financial instruments other than
shares pursuant to Article 29;
3. That notifications from financial undertakingsder Article 30 shall include information on
the identification of their clients;
4. That the notification requirement for finanaigdertakings under Article 30 shall also apply to
transactions in financial instruments relatingit@hcial instruments that have been admitted to
trading on a regulated market.

CHAPTER IV
Multilateral trading facilities
Article 32
Scope of the Chapter
The provisions of this Chapter apply to financiatlertakings and stock exchanges
authorised to operate a multilateral trading faciMTF).

Article 33
Organisational structure of MTFs
An MTF shall operate in accordance with proper smahd business conduct and
practices in securities trading, with a view towgirgy the credibility of the financial market and
client interests.



A financial undertaking or stock exchange operpin MTF is responsible for ensuring
the sound and prudent operation of the regulatetteha

A financial undertaking or stock exchange thatrafes an MTF shall:
1. Establish transparent and non-discretionarysretesuring fair and orderly trading on the MTF,
including objective criteria for the execution gtlers;
2. Establish rules regarding the criteria thatririal instruments must meet to be traded on the
MTF;
3. Ensure that the MTF members have access taiguffipublicly available information to make
investment decisions;
4. Establish rules on access to the market, wiieh satisfy the criteria laid down in Article 34;
5. Inform its users of their respective respongied for the settlement of the transactions
executed on the MTF, and put in place the necesseapgements to ensure the efficient
settlement of transactions.

Article 34
MTF membership
To become a member of an MTF a party must:
1. Be well qualified for the purpose;
2. Have sufficient capacity to trade;
3. Satisfy criteria regarding organisational stuoet where applicable;
4. Have sufficient funds to perform the actionsathit is intended to perform.

Article 35
Monitoring of trading
A financial undertaking or stock exchange opepin MTF shall monitor its users’
compliance with laws, rules and resolutions apgftmtransactions on the MTF and maintain an
appropriate transaction monitoring system.

Any suspicion or knowledge of a breach of lawgutations or other rules applying to
transactions on an MTF, or serious or repeatecchieg of its rules, shall be reported to the
Financial Supervisory Authority.

The authorities shall be provided with appropriatermation and assistance without
delay for the investigation and prosecution of saspd criminal conduct occurring on an MTF
or through its market systems.

Article 36
Pre-trade transparency requirements
A financial undertaking or stock exchange operpin MTF shall make public bid and
offer prices and the depth of trading interesthase prices which are advertised on the MTF in
respect of shares admitted to trading on a regliaterket. The information shall be made
available to the public on reasonable commercrahg$eand on a continuous basis during normal
trading hours.

The Financial Supervisory Authority may grant epgions from the obligation to make
public bid and offer prices under paragraph 1 basethe market model of the MTF in question
or the type and size of orders.



Article 37
Post-trade transparency requirements
A financial undertaking or stock exchange operpin MTF shall make public the price,
volume and time of the transactions executed uitsleystems in respect of shares admitted to
trading on a regulated market. The information|diaimade public on a reasonable commercial
basis and as close to real-time as possible. Thiggion does not apply to details of trades that
are made public under the systems of a regulatekietna

A financial undertaking or stock exchange mayldisth rules on deferred publication of
the details of transactions based on their typ@za. The rules shall meet the conditions of the
regulation provided for in Article 38 and be apprdun advance by the Financial Supervisory
Authority. The financial undertaking or stock exopa shall ensure that the members of the MTF
and investors are informed of the deferred pubboat

Article 38
Regulation
The Minister shall establish a regulation furttetailing the implementation of this
Chapter. The regulation shall includeter alia, provisions on:
1. The obligation to make public bid and offer paand exemptions from that obligation under
Article 36;
2. Post-trade transparency requirements and ddfpufglication under Article 37;
The Minister may also set in a regulation furthevisions on:
1. The obligations of a financial undertaking arcgt exchange to make public bid and offer
prices and the depth of trading interests advetiisen MTF in respect of financial instruments
other than shares as provided for under Article 36;
2. The obligation of a financial undertaking orcit@xchange to make public the price, volume
and time of transactions on an MTF in financiatimsients other than shares under Article 37.

CHAPTER YV
Contractual settlement of derivatives
Article 39
Scope of the Chapter
The provisions of this Chapter shall apply toingtand guarantee rights in connection
with derivatives.

Article 40
Netting
One or more written agreements between two pasti@gding for their obligations under
a derivative contract to be offset through nettipgn renewal or default, a moratorium being
obtained, composition with creditors or bankruptbgll remain fully valid, notwithstanding the
provisions of Articles 91 and 100 of the Act on Barptcy, etc.

Article 41
Collateral rights
Rights to collateral pledged to secure derivatigasactions are not cancellable
notwithstanding the provisions of Article 137 oétAct on Bankruptcy, etc.



CHAPTER VI
Offerings and admission to trading of securities
Article 42
Scope of the Chapter

The provisions of this Chapter apply to publiceoiiigs of securities and the admission of
securities to trading on a regulated market.

The provisions of this Chapter do not apply to:
1. Collective investment undertakings intended @sigkely to accept funds from members of the
public for collective investment in financial ingtnents and other assets on the basis of
diversifying risk in accordance with a previoustgted investment strategy which issue units in
an undertaking for collective investment or shdhas are redeemable at the request of the
owners of the undertaking’s assets;
2. Non-equity securities issued by a Member SthteeoEuropean Economic Area, regional or
local authorities in the European Economic Areterimational institutions of which one or more
of the Member States are members, the EuropeamaC8aink or central banks of the Member
States;
3. Central banks in the European Economic Area;
4. Securities unconditionally and irrevocably gudead by a Member State of the European
Economic Area, or regional or local authoritieshe European Economic Area;
5. Securities issued by non-profit legal persomgie purpose of raising funds to advance their
objectives where the securities are not subjetitedinancial situation of the legal person itself;
6. Non-equity securities issued in a continuousepeated manner by credit institutions provided
that these securities:

a. Are not subordinated, convertible or exchanggabl

b. Do not give a right to subscribe to or acquiteeotypes of securities and are not linked

to a derivative instrument;

c. Materialise reception of repayable deposits;

d. Are covered by the Act on Deposit Guaranteesaanishvestor Compensation Scheme;
7. A securities offering of less than ISK 210 naiflj cf., however, Article 54 of this Act; the total
amount of the offering shall be calculated oveRarionth period,;
8. Non-equity securities issued in a continuousepeated manner by credit institutions where
the total amount of the offering is less than ISK illion, calculated over a 12-month period,
provided that these securities:

a. Are not subordinated, convertible or exchanggabl

b. Do not give a right to subscribe to or acquiteeotypes of securities and are not linked

to a derivative instrument;

An issuer, offeror or party seeking admissionexfusities on a regulated market falling
under the provisions of points 2, 4, 6, 7 or 8afggraph 2 may prepare a prospectus in
accordance with this Chapter.

Amounts in this Chapter are based on the excheatgeof the Euro (EUR) on 4 January
2005 (ISK 83.54).

Article 43

Definitions
1. Public offering of securitiesA public offering of securities, whether on thénpeairy or
secondary market, shall mean any type of offenéogeneral public, in any form and by any



means, to purchase securities, presenting suftimi@rmation on the terms of the offering and
the securities offered for sale, so as to enabieastor to decide to purchase or subscribe to
such securities. This definition shall also applytte placing of securities through financial
intermediaries.
2. ProspectusA collective term for the document or documentsolwhmust be issued as part of
a public offering of securities or the admissiorse€urities to trading on a regulated market.
3. Base prospectus\ prospectus containing all necessary informatinran issuer and the
securities offered to the public or to be admitettrading on a regulated market and, depending
on the choice of the issuer, the final terms ofdfiering.
4. Registration document¥When a prospectus is issued as three separatmdaots) that portion
of the prospectus which provides information onitiseer.
5. Securities noteWhen a prospectus is issued as three separatedats) that portion of the
prospectus which provides information on the séiesrthemselves.
6. Summary:That portion of a prospectus providing informatamthe principal characteristics
and risks associated with the issuer, the mandgbeffering and the securities themselves.
The summary shall be written in a concise and cigamner.
7. Equity securitiesShares and other transferable securities equivedesihares in companies, as
well as any other type of transferable securitigsg the right to acquire any of the
aforementioned securities as a consequence oflteigig converted or the rights conferred by
them being exercised, provided that the secunti¢lke latter type are issued by the issuer of the
underlying shares or by an entity belonging tograup of the issuer.
8. Offering programmeA plan which would permit the issuance of non-ggeecurities,
including warrants in any form, having a similapéyand/or class, in a continuous or repeated
manner during a specified issuing period.
9. Qualified investors:
a. Legal persons in Iceland or abroad licensegb&vaie or engaged in regulated activities
in financial markets, including financial undertaggs and businesses connected with the
financial sector, insurance companies, collectiv@stment undertakings and their
management companies, pension funds and their reareag companies, as applicable,
and commodity dealers;
b. Legal persons neither licensed to operate ngaged in regulated activities in financial
markets whose purpose is solely to invest in sBesri
c. National and regional governments, central bamkkinternational institutions, such as
the International Monetary Fund, the European G¢Bank, the European Investment
Bank and other similar international organisations;
d. Other legal persons which do not meet two otlinee criteria set out in paragraph (f);
e. Natural persons resident in Iceland who reqguestiting to the Financial Supervisory
Authority to be treated as qualified investors amgkt at least two of the following three
criteria:
a. The investor has carried out transactions ajrafecant size on securities markets at an
average frequency of at least 10 per quarter dweptevious four quarters;
ii. The size of the investor’s securities portfodirceeds ISK 41.8 million;
c. The investor works or has worked in the finahciarket for at least one year in a
position requiring knowledge in securities investine
f. Small and medium-sized enterprises having ttegjistered office in Iceland that
request in writing to the Financial Supervisory Barity to be treated as qualified



investors. “Small and medium-sized enterprises’msemmpanies which, according to
their last annual or consolidated accounts, meleiaat two of the following three criteria:
i. An average number of employees during the firdryear of less than 250;

ii. A total balance sheet not exceeding ISK 3.6dil

ii. An annual net turnover not exceeding ISK 4 [Hdn.

Article 44
Requirements for a public offering of securitiesl aamission to trading of securities
A public offering of securities may only be madddwing the publication of a
prospectus in accordance with the provisions &f Aut.

The admission of securities to trading on a reigdlanarket is subject to the publication
of a prospectus in accordance with the provisidrhkis Act.

Article 45
Information in the prospectus

A prospectus shall contain all information whielscording to the particular nature of the
issuer and of the securities, is necessary to enabéstors to assess the assets and liabilities,
financial position, performance and prospects efiisuer and any guarantor, as appropriate, as
well as the rights attaching to the securities. ilfiermation must be presented clearly and
comprehensively.

In addition to information on the issuer and gswities, the prospectus must include a
short and concise summary conveying the essetigabcteristics of, and risks associated with,
the issuer, any guarantor and the securities tHeesse

In the case of non-equity securities to be adohibetrading on a regulated market which
are issued in units of at least ISK 4.2 milliorg thbligation to prepare a prospectus does not
apply.

The Financial Supervisory Authority may grant epgioms from the obligation to publish
specific information in a prospectus as referreshtiis Act on the following grounds:

a. Disclosure of such information would be contraryhe public interest;

b. Disclosure of such information would be serigwdgtrimental to the issuer, provided that the
omission would not be likely to mislead the publith regard to facts and circumstances
essential for an informed assessment of the issetferpr or any guarantor and of the rights
attaching to the securities to which the prospextlaes;

c. Such information is of minor importance for &aific offering or admission to trading on a
regulated market and is not such as will influethmeassessment of the financial position and
prospects of the issuer, offeror or any guarantor.

A prospectus may be published either as a sirmgterdent or as three separate
documents. A prospectus comprising three docuneamisist of:

a. A registration document;
b. A securities note; and
c. A summary.

In the following cases an issuer, offeror or paetyuesting admission to trading on a
regulated market may prepare a base prospectus:

a. In the case of non-equity securities, includiragrants in any form, issued under an offering
programme;



b. When non-equity securities are issued in a nantis or repeated manner by credit institutions
and meet the following criteria:
i. The value of the securities issue is, underomati legislation, placed in assets which
provide sufficient coverage for the liability dang from securities until their maturity
date;
ii. The value of the securities is primarily intexadto repay the capital and interest falling
due in the event of a financial undertaking becagmisolvent, cf., however, Chapter XII
of the Act on Financial Undertakings.
A supplement to the base prospectus shall bedssaensidered necessary, cf. the
provisions of Article 46. The supplement shall @mtupdated information on the issuer and the
securities offered to the public or to be admitettading on a regulated market.

If the final terms of the offering are not inclublie either the base prospectus or a
supplement to it, the final terms shall be provittiethvestors and filed with the Financial
Supervisory Authority when each public offeringnade. This must be effected as soon as
practicable and if possible in advance of the b&gop of the offering.

Article 46
Supplements to the prospectus

If significant new information, material mistakessinaccuracy relating to information in
a prospectus which could affect the assessmehedfdcurities is discovered between the time
the prospectus was approved, cf. Article 52, aedittal closing of the offering or, if applicable,
the time when trading on a regulated market begirssipplement to the prospectus shall be
prepared mentioning the details in question. ThppEment shall be approved within seven
working days and published in the same mannereasriinal prospectus. The summary and any
translations thereof shall also be supplementaddéssary to take into account the new
information included in the supplement.

Investors who have already agreed to purchasebscsbe for the securities before the
supplement is published shall have the right thaviaw their acceptances for at least two
working days following the publication of the sugplent.

Article 47
Validity of a prospectus, base prospectus and tedien document
A prospectus shall be valid for 12 months aftepiblication for public offerings or
admission to trading on a regulated market, pralitiat the prospectus includes any
supplementary information required under Article 46

In the case of an offering programme, the bassgectus previously filed with the
Financial Supervisory Authority shall be valid fgo to 12 months.

In the case of non-equity securities of the tygfenred to in sub-paragraph (b) of
paragraph 6 of Article 45, the prospectus shalldel until no more of the securities concerned
are issued in a continuous or repeated manner.

A registration document, as referred to in panalgra of Article 45, previously filed with
the Financial Supervisory Authority shall be vdtid a period of up to 12 months provided that it
has been updated in accordance with the provisibparagraph 1 of Article 46. The registration



document accompanied by the securities note, ugdad@plicable in accordance with Article
49, and the summary shall be considered to cotestitwalid prospectus.

Article 48
Annual information disclosure
Issuers whose securities have been admitteddmgy@n a regulated market and whose
home state is Iceland must at least annually peogidocument containing or referring to all
information that they have published or made ab&l#o the public over the preceding 12
months in the European Economic Area and statessdeuthe European Economic Area in
compliance with the issuer’s obligations pursuariegislation and regulations on securities,
securities issuers and regulated markets. The dectumust be filed with the Financial
Supervisory Authority following publication of trenual financial reports. If the document
refers to additional information it must be statdtere this information can be obtained.

The provisions of paragraph 1 shall not applyhm ¢ase of issuers of non-equity
securities in units amounting to ISK 4.2 millionrapre.

Article 49
Prospectuses consisting of three documents

An issuer that already has available a registmadimcument approved by a competent
authority in the European Economic Area need ondypare a securities note and summary when
securities are offered to the public or admittettading on a regulated market. In such case the
information which generally would be provided ir tfegistration document must be included in
the securities note if there has been a materaigd or recent development that could affect
investors’ assessment since the latest updatestragpn document, or a supplement to it, was
approved, cf. Article 46. The securities note amthimary shall be approved separately.

If an issuer has only filed an unapproved regismadocument, all the documentation,
including updated information, shall be subjecapproval.

Article 50
Exemption from obligation to publish a prospectus
The following shall be exempt from the provisiaidArticle 44:
1. Offerings to which one or more of the followiagply:
a. The securities are offered exclusively to gieiinvestors;
b. The securities are offered to fewer than 100quuadified investors per Member State
of the European Economic Area,
c. Each investor contributes at least ISK 4.2 onillio purchase securities in each
offering;
d. The securities issued have a nominal value lefaat ISK 4.2 million per unit;
e. The estimated total selling price of the se@giis less than ISK 8.4 million, with the
calculation of that limit based on a 12-months qeri
If securities are placed and/or sold through thermediation of a financial undertaking
and the exemption provisions in paragraphs (ag)of(this point do not apply, a
prospectus must be published.
2. Public offerings of securities of the followitypes:



a. Shares issued in substitution for previouslyasgsshares of the same class, if the
issuance of such new shares does not result imargase of the issued capital;
b. Securities offered in connection with a takeppeovided that a document regarded by
the Financial Supervisory Authority as equivalenatprospectus is available;
c. Securities offered, allotted or to be allotteddonnection with a merger, provided that a
document regarded by the Financial Supervisory #itthas equivalent to a prospectus
is available;
d. Shares offered, allotted or to be allotted teharge to existing shareholders and
dividends paid out in the form of shares, provitteat the shares are of the same class as
the shares in respect of which dividends are @aabcument must be available
containing information on the number and naturthefaforementioned shares and the
reasons for and details of the offer;
e. Securities offered, allotted or to be allotteddrrent or former employees or directors
of the companies by their employer or by an atfdaundertaking, provided that the
securities offered are in the same class as theiges already admitted to trading on a
regulated market; a document must be availableagang information on the number
and nature of the aforementioned securities andethsons for and details of the offer;

3. Admission to trading of the following types @fcsirities:
a. Shares representing, over a period of 12 molgbs than 10% of the number of shares
of the same class already admitted to trading mgalated market;
b. Shares issued in substitution for previouslyéssshares of the same class already
admitted to trading on the same regulated mark#teiissuing of such new shares does
not result in any increase in the issued capital;
c. Securities offered in connection with a takeppeovided that a document regarded by
the Financial Supervisory Authority as equivalenatprospectus is available;
d. Securities offered, allotted or to be allottedonnection with a merger, provided that a
document regarded by the Financial Supervisory #itthas equivalent to a prospectus
is available;
e. Shares offered, allotted or to be allotted &feharge to existing shareholders and
dividends paid out in the form of shares, provitteat the shares are of the same class as
those shares in respect of which such dividendpaickand already admitted to trading
on the same regulated market; a document mustdkable containing information on
the number and nature of the aforementioned slaae$he reasons for and details of the
offer;
f. Securities offered, allotted or to be allottedekisting or former employees or directors
of the undertakings by their employer or an affdchundertaking, provided that the said
securities are of the same class as the secuaitesdy admitted to trading on the
regulated market; a document must be availableagang information on the number
and the nature of the securities and the reasorstbdetails of the offer;
g. Shares resulting from the conversion or exchafigeher securities or from the
exercise of subscription rights to other securifgevided that the said shares are of the
same class as the shares already admitted togradithe same regulated market;
h. Securities already admitted to trading on arrathgulated market which meet the
following conditions:
i. That these securities, or securities of the salass, have been admitted to trading on
that other regulated market for at least 18 months;



ii. That, for securities first admitted to tradiog a regulated market after the date of entry
into force of this Act, the admission to tradingtbat other regulated market was
associated with an approved prospectus made aleaitathe public in conformity with
rules comparable to those in this Act and a reguiatf. Article 54;

iii. That, except where (ii) applies, for secustigrst admitted to listing after 30 June
1983, an approved prospectus was made availablecordance with the rules then in
effect;

iv. That the ongoing obligations for trading on tegulated market in question have been
fulfilled,;

v. That the party seeking the admission of a sictaitrading on a regulated market
under this exemption makes a summary documentadlaito the public;

vi. That the summary document referred to in (vWhede available to the public in the
manner set out in the regulation on prospectuses; a

vii. That the contents of the summary document dgiwih certain conditions regarding
the content of such summaries as laid down inAbtsand the provisions of the

regulation on prospectuses. Furthermore the docushafi state where the most recent
prospectus regarding the securities can be obtainédvhere the financial information
published by the issuer pursuant to his ongoingl@ksire obligations is available.

Article 51
Underwriting
“Underwriting” shall mean an agreement betweeimaricial undertaking and an issuer or
holder of securities whereby the financial undernglobliges itself to purchase, within a
specified time limit and for a specific price, thpatrtion of the securities not subscribed for in a
public offering of securities.

Where a financial undertaking agrees to undenarpeblic offering of securities, it shall
be considered to have guaranteed only that suftisigbscription will be obtained so that the
offering is successful, unless otherwise expreaghged upon.

Article 52
Management of a public offering of securities anaspectus approval
A financial undertaking duly authorised for thapase by its operating licence must
manage a public offering of securities and themgion to trading on a regulated market.

The Financial Supervisory Authority shall overtlee approval of prospectuses. The
Financial Supervisory Authority may by agreemeriapt a regulated market to handle
prospectus approval, cf. Article 138. Such an agese shall state what tasks are entrusted to the
regulated market and the conditions for their penence.

Compensation for prospectus approval shall beddddoy the Financial Supervisory
Authority or regulated market in question, in aczorce with paragraph 2.



Article 53
Qualified investors

The Financial Supervisory Authority shall keepeeaard of those natural persons and
small and medium-sized enterprises which it hasgeised as qualified investors, cf. paragraph
(f) of point 9 of Article 43. The record shall becassible to securities issuers.

Natural persons and small and medium-sized emgespregistered as qualified investors
with the Financial Supervisory Authority may requiesbe removed from the record at any given
time.

Natural persons and small and medium-sized emsegpregistered as qualified investors
with a competent authority in the European Econofnea shall also be treated as qualified
investors in Iceland.

Article 54
Regulation

The Minister shall establish a regulation furtbetailing the implementation of this
Chapter. The regulation shall includeter alia, provisions on:
1. A more detailed definition of qualified invessor
2. Obligations of holders of shares to provideaglsexchange with information, and when
exemptions may be granted from the disclosure remént;
3. The offering and admission to trading of se@sjtincluding a provision on the events
preceding the issuing of a prospectus;
4. The offer period;
5. The contents and information to be included jpmaspectus;
6. Information to be incorporated in the prospettyseference;
7. Approval of the prospectus;
8. Arrangements for publication of the prospectus;
9. On-going disclosure obligations;
10. The authorisations of the Financial Supervigauthority to grant exemptions from
publishing certain information in a prospectusroni publishing any prospectus at all;
11. Advertisements of offerings and admission aditrg of securities;
12. Supplements and approval of a prospectus;
13. Languages used in prospectuses;
14. Definition of a home state under this Chapter;
15. Offers of securities with a value between ISKillion and ISK 210 million.

In other respects, the Minister may set provisions regulation which accord with the
provisions of Directive 2003/71/EC on the prospedtube published when securities are offered
to the public or admitted to trading and its impéstting directive.

CHAPTER VII
Periodic information requirementsfor issuers
Article 55
Scope
The provisions of this Chapter apply to the issu#rsecurities that have been admitted to
trading on a regulated market, with Iceland adhibrme state pursuant to Article 3.



An issuer of securities admitted to trading oegutated market in Iceland, having its
home state in a country within the European Econddneéa other than Iceland, shall provide
periodic information equivalent to that provided fio this Chapter in accordance with the
binding administrative provisions of its home state

Article 56
Exemptions
The provisions of this Chapter do not apply to N\demStates of the European Economic
Area, regional or local authorities in Member Stafaublic international bodies of which at least
one Member State is a member, Member States’ radto@mtral banks or the European Central
Bank.

The provisions of this Chapter do not apply tassoaer exclusively of debt securities
admitted to trading on a regulated market, the denation per unit of which is at least ISK 4.6
million. Amounts under this paragraph are base ansousing the exchange rate of the Euro
(EUR) on 3 January 2007 (92.37).

The provisions of this Chapter do not apply toentekings for collective investment in
transferable securities or investment funds unaeict on Undertakings for Collective
Investment in Securities (UCITS) and Investmentdauin the case of units in an undertaking for
collective investment.

The provisions of this Chapter do not apply taiéss in relation to money-market
instruments having a maturity of less than 12 manth

The provision of Article 58 does not apply to asuer already present on a regulated
market on 31 December 2003 which exclusively issiedd securities unconditionally and
irrevocably guaranteed by the issuer's home stalby @ne its regional or local authorities.

Article 57
Annual financial reports
The issuer of securities shall make public itsuahfinancial report, or consolidated
accounts if applicable, as soon as possible dfeeend of each financial year, at the latest four
months after its end. The issuer shall ensuretiigadnnual financial report, or consolidated
accounts if applicable, remains publicly availafoleat least five years.

Article 58
Half-yearly financial reports
The issuer of shares and/or debt securities stae public a half-yearly financial report
covering the first six months of the financial year consolidated accounts for the first six
months of the financial year if applicable, as saerpossible after the end of the relevant period,
but at the latest two months thereafter. The isshal ensure that the half-yearly financial
report, or consolidated accounts if applicable,a@s publicly available for at least five years.

Article 59
Management statements
The issuer of shares shall make public a statebeit$ management during the first six-
month period of the financial year and another statement during the second six-month



period of the financial year. The management statérshall provide an explanation of material
events and transactions that have taken placegitiirelevant period and their impact on the
financial position of the issuer, and its contrdllendertakings if applicable, and a general
description of the financial position and perforroaf the issuer, and its controlled
undertakings if applicable, during the relevaniqugr

Such a statement shall be made in a period betteeeneeks after the beginning and six
weeks before the end of the relevant six-monthopleand shall contain information covering the
period between the beginning of the relevant sixsin@eriod and the date of publication of the
statement.

Issuers which, under either national legislatiothe rules of the regulated market or of
their own initiative, publish interim financial regs for the first three and first nine months of
the financial year, or consolidated accounts fergame periods if applicable, in accordance with
the provisions of the Annual Accounts Act, shall be required to make public a statement by
the issuer’'s management.

Article 60
Contents of annual and interim financial reports
Securities issuers having their registered offickeeland shall prepare an annual
financial report, or consolidated accounts if apgdhle, and an interim report for the first six
months of the financial year, or consolidated aot®tor the first six months of the financial
year if applicable, in accordance with the Annuatdunts Act.

Article 61
Issuer whose registered office is in a state oet#id European Economic Area
An issuer having its registered office in a coymutside the European Economic Area
may prepare an annual financial report, or conatéid accounts if applicable, an interim report
for the first six months of the financial year,aansolidated accounts for the first six months of
the financial year if applicable, and a managemembrt in accordance with binding
administrative provisions in the state in which igsier has its registered office if the provisions
are equivalent to the provisions of the Annual Agds Act. The issuer may also follow the
binding administrative provisions in the state vehiethas its registered office as regards interim
financial reports for the first three and first @imonths of the financial year, or consolidated
accounts for the same periods if applicable, ifitis¢ructions are equivalent to the Icelandic rules
governing the corresponding interim financial repavhich would apply to the issuer if its
registered office were in Iceland.

If the official binding instructions of the statnere the issuer has its registered office are
not equivalent to the provisions of the Annual Aacts Act, the issuer shall prepare an annual
financial report, or consolidated accounts if aggdhle, an interim financial report for the first si
months of the financial year, or consolidated aot®tor the first six months of the financial
year if applicable, and a management report irséime manner as equivalent issuers having their
registered office in Iceland.



The Register of Annual Accounts assesses whdtkaetjuirements under the provisions
applying in a state outside the European EconoméaAre equivalent to the provisions of the
Annual Accounts Act.

Article 62
Publication and responsibility
The issuer shall make public in the European Ecood\rea information pursuant to this
Chapter as soon as possible on a non-discriminatmsis. Concurrently with the publication the
issuer shall communicate the information to theakaial Supervisory Authority.

The Financial Supervisory Authority may disclostBirmation that has been made public
on its website.

The issuer is responsible for ensuring that infdrom under Articles 57-59 is compiled
and made public.

Article 63
Central storage
The issuer shall send all information that hasilbieade public pursuant to this Chapter
concurrently to the Financial Supervisory Autharity a party appointed by the Financial
Supervisory Authority, for central storage, cf. i8¢ 136 of this Act.

Article 64
Languages
Where an issuer’s securities have been admitteddong on a regulated market only in
Iceland, the issuer shall disclose information pars to this Chapter in Icelandic or any other
language accepted by the Financial Supervisory ditth

Where an issuer’s securities have been admitteddang on a regulated market in
Iceland and in one or more Member States of thefgan Economic Area, the issuer shall
disclose information pursuant to this Chapter gldadic, or any other language accepted by the
Financial Supervisory Authority, and either in Eslylor in any other language accepted by the
competent authorities in the host states, deperafhrntge choice of the issuer.

Where an issuer’s securities are admitted torigadn a regulated market in one or more
states within the European Economic Area but néd¢etand, the issuer shall disclose
information pursuant to this Chapter either in Estgbr any other language accepted by the
competent authorities in the host states, deperafirntge choice of the issuer. If the Financial
Supervisory Authority so requests, the issuer siial disclose the information in English or any
other language accepted by the Financial Supegisothority, depending on the choice of the
issuer.

Where securities are admitted to trading on aledgd market without the issuer’s
consent, the obligations under paragraphs 1-3 bhaticumbent not upon the issuer, but upon
the party that, without the issuer’s consent, legsiested such admission.



Article 65
Regulation
The Minister may establish further provisions relgag this Chapter in a regulation,
including the manner in which annual financial rp@nd interim financial reports shall be
made accessible to the public, cf. Articles 57 a38gwhich requirements under the provisions
applying in states outside the European EconomsaAre equivalent to the provisions of the
Annual Accounts Act, cf. Article 61, and the perfance of public disclosure, cf. Article 62.

CHAPTER VIII
Other information requirementsfor issuers
Article 66
Scope
The provisions of this Chapter apply to the issudrsecurities admitted to trading on a
regulated market whose home state is Iceland asdeafor in Article 3.

An issuer of securities admitted to trading oegutated market in Iceland whose home
state is within the European Economic Area butimételand shall provide equivalent
information as provided for in this Chapter in ac@mce with the binding administrative
provisions of its home state.

Article 67
Exemptions
The provisions of this Chapter do not apply toentakings for collective investment in
transferable securities or investment funds unaerict on Undertakings for Collective
Investment in Securities (UCITS) and Investmentdauin the case of units in an undertaking for
collective investment.

The provisions of this Chapter do not apply tai€ss in relation to money-market
instruments having a maturity of less than 12 manth

Article 68
Additional information
An issuer of securities shall without delay aftew loan issues make public the issues
and, in particular, any guarantee or security gpeet thereof. However, the provision of the first
sentence shall not apply to Member States of thefg&an Economic Area, municipalities or
comparable regional or local authorities in thedpaan Economic Area or public international
bodies of which at least one Member State is a neemb

The issuer of securities, other than shares aglinitt trading on a regulated market, shall
make public without delay any changes in the rigitsolders of the securities other than shares,
including changes in the terms and conditions e$¢hsecurities which could indirectly affect
those rights, resulting in particular from a chamgkan terms or in interest rates.

The issuer of shares shall make public withouaglahy change in the rights attaching to
the various classes of shares, including changdegeinights attached to derivative securities
issued by the issuer itself and giving accessdctiares of that issuer.



The issuer is responsible for ensuring that infdrom under paragraphs 1-3 is compiled
and made public.

Article 69
Amendments to memorandum of association or artaflessociation
Where an issuer proposes to amend its memorantlassaciation or articles of
association, it shall communicate the draft amendrwethe Financial Supervisory Authority and
regulated market to which its securities have tabmitted to trading. Such communication shall
be effected without delay, but at the latest ondde of calling the meeting which is to vote on,
or be informed of, the amendments.

Article 70
Shares

The issuer of shares shall ensure equal treatimeall holders of shares that are in the
same position.

The issuer of shares shall not prevent holdeshafes from exercising their rights by
proxy. However, the provision of the first sentesball not apply if the issuer of shares has its
registered office in a state other than Icelan@smbinding administrative provisions in that state
authorise the use of proxies.

The issuer shall ensure that all information nsagsto enable holders of shares to
exercise their rights are available in the homtegththe issuer and that the integrity of the data
is preserved. In particular, the issuer shall:

1. Provide information on the place, time and agewidneetings, the total number of shares and
voting rights and the rights of holders to partatgin meetings;

2. Make available a proxy form, on paper or, wragrglicable, by electronic means, to each
person entitled to vote at a shareholders’ meetoggther with the notice concerning the
meeting or, on request, after an announcementeafigeting;

3. Designate as its agent a financial institutmman undertaking connected with the financial
sector, through which shareholders may exercisefthancial rights with respect to the issuer;
and

4. Publish notices or distribute circulars conaegrthe allocation and payment of dividends and
the issue of new shares, including information oy @rangements for allotment, subscription,
cancellation or conversion.

Article 71
Debt securities
Under this Article a debt security shall mean ador other forms of transferable
securitised debts, with the exception of, on the leand, securities which are equivalent to shares
in companies or which, if converted or if the riglobnferred by them are exercised, give rise to a
right to acquire shares or securities equivaleshres and, on the other hand, money-market
instruments with a maturity of less than 12 months.

The issuer of debt securities shall ensure thatoddlers of debt securities ranking pari
passu are given equal treatment in respect dhaltights attaching to those debt securities.

The issuer of debt securities shall not preveht decurities holders from exercising their
rights by proxy. However, the provision of the fisentence shall not apply if the issuer of debt



securities has its registered office in a staterotian Iceland unless binding administrative
provisions in that state authorise the use of g%xi

If an issuer of debt securities decides to hatgeating with the holders of the debt
securities, the issuer shall provide them withinfation, e.g. through an advertisement or a
circular, specifying the place, time and agendthefmeeting together with information
regarding which requirements the holders must neeleé eligible for participation in the
meeting. The issuer shall also make available aypimrm, on paper or, where applicable, by
electronic means, to each person entitled to vaieeameeting, together with the meeting notice
or, on request, after an announcement of the ngeetin

The issuer of debt securities shall, e.g. thraugldvertisement or a circular, inform the
debt securities holders of the payment of intetbstexercise of any conversion, exchange,
subscription or cancellation of rights and payment.

The issuer of debt securities shall designatésasgent a financial institution, or an
undertaking connected with the financial sectagulgh which debt securities holders may
exercise their financial rights under the debt sées.

The provisions of this Article do not apply to tisbcurities issued by Member States of
the European Economic Area or a municipality or parable regional or local authorities in the
European Economic Area.

Article 72
Issuer whose registered office is in a state oet#id European Economic Area
An issuer of shares having its registered offica state outside the European Economic
Area may be exempted from the provisions of Artitdeif that issuer meets the requirements of
binding administrative provisions in the statetsfregistered office which are equivalent to
Article 70.

An issuer of debt securities having its registertite in a state outside the European
Economic Area may be exempted from the provisidsrticle 71 if that issuer meets the
requirements of binding administrative provisionghe state of its registered office which are
equivalent to Article 71.

The Financial Supervisory Authority assesses wdrattquirements under the binding
administrative provisions of a state outside theoRean Economic Area are equivalent to
Articles 70 and 71.

Article 73
Publication
An issuer of securities shall make public in thedpean Economic Area information
pursuant to this Chapter as soon as possible on-aiscriminatory basis. Concurrently with the
publication the issuer shall send the informatmthe Financial Supervisory Authority.

The Financial Supervisory Authority may disclos®imation that has been made public
on its website.



Article 74
Central storage
An issuer of securities shall send all informatimade public pursuant to this Chapter to
the Financial Supervisory Authority, or a party ajpped by the Financial Supervisory Authority,
for central storage, cf. Article 136.

Article 75
Languages
If the issuer’s securities have been admittedading on a regulated market only in
Iceland, information pursuant to this Chapter shalllisclosed in Icelandic or any other language
accepted by the Financial Supervisory Authority.

Where an issuer’s securities have been admitteddong on a regulated market in
Iceland and in one or more other Member StateBeEuropean Economic Area, the issuer shall
disclose information under this Chapter in Icelandr any other language accepted by the
Financial Supervisory Authority, and either in Eslglor any other language accepted by the
competent authorities in the host states, deperatirtye choice of the issuer.

Where an issuer’s securities have been admitteddang on a regulated market in one or
more host states, but not in Iceland, informatiodar this Chapter shall be disclosed either in
English or any other language accepted by the ctanpauthorities in the host states, depending
on the choice of the issuer. If the Financial Sujsery Authority so requests, the issuer shall
also disclose the information in English or anyenttanguage accepted by the Financial
Supervisory Authority, depending on the choicehef issuer.

Where securities are admitted to trading on aledgd market without the issuer’s
consent, the obligations under paragraphs 1-3 beaticumbent not upon the issuer, but upon
the person who, without the issuer’s consent, égsested such admission.

By way of derogation from paragraphs 1-4, whemisges whose denomination per unit
amounts to at least ISK 4.6 million or, in the catdebt securities whose denomination per unit
amounts to the equivalent of at least ISK 4.6 onillat the date of the issue, are admitted to
trading on a regulated market, the issuer may aiscinformation under this Chapter in English
or in a language accepted by the competent autwadf the home and host states, at the choice
of the issuer or of the person who, without theéss consent, has requested such admission.
Amounts under this paragraph are base amounts ti@ngxchange rate of the Euro (EUR) on 3
January 2007 (92.37).

Article 76
Regulation
The Minister may establish further provisions relgag this Chapter in a regulation,
including as regards financial institutions throwghich shareholders may exercise their financial
rights with respect to the issuer, cf. Article H@l& 1, exemptions under Article 72 and
publication under Article 73.



CHAPTER IX
Notification of the acquisition or disposal of major proportions of voting rights
Article 77
Scope
The provisions of this Chapter apply to shardsniited liability companies having their
registered office in Iceland which issue shareslihae been admitted to trading on a regulated
market.

The provisions of this Chapter also apply to shamessuers having their registered office
in a state outside the European Economic Area whkgtke shares that have been admitted to
trading on a regulated market in a Member StateeEuropean Economic Area if that issuer is
obliged to send a report annually regarding theeshe the Financial Supervisory Authority
under Article 48 of this Act.

If the shares of an issuer having its registefé@deoin a Member State of the European
Economic Area other than Iceland have been adntittécding on a regulated market,
equivalent information as specified in this Chateall be provided in accordance with the
binding administrative provisions of the home sttthe issuer.

Article 78
Notification requirement

Where a holder of shares acquires or disposdsanés of an issuer whose shares have
been admitted to trading on a regulated markettification shall be sent in a verifiable manner
to the issuer in question and to the Financial Bupery Authority if, as a result of the
acquisition or disposal, the proportion of votimghts of the holder of shares reaches, exceeds or
falls below the thresholds of: 5, 10, 15, 20, 25,35, 40, 50, 663 and 90%. “Holder of shares”
shall mean any natural or legal person directlindirectly holding:

1. Shares in the issuer in its own name and amtsaccount;

2. Shares in the issuer in its own name but onlbehanother natural person or legal person; or
3. Depository receipts, in which case the holdahefdepository receipt shall be considered as
the holder of the underlying shares representetidyglepository receipt.

If the issuer increases or reduces its shareatapithe number of voting rights, or a
change in the proportion of voting rights resultshiose of the owner reaching, exceeding or
falling below any of the thresholds listed in paggah 1, the owner shall send a notification to the
issuer in question and to the Financial Supervigarghority.

The voting rights under paragraph 1 shall be ¢aled on the basis of all the shares to
which voting rights are attached, even if the eiserthereof is suspended. The voting rights shall
also be calculated on the basis of all the sharédsei same class to which voting rights are
attached, even if the exercise thereof is suspended

Article 79
Notification requirement in special circumstances
The notification requirement defined in Article 3Ball also apply to a natural or legal
person to the extent it is entitled to acquirepdse of, or exercise voting rights which:



1. Are held by a third party with whom that natusalegal person has concluded an agreement
which obliges them to adopt, by concerted exerigbe voting rights they hold, a lasting
common policy towards the management of the issuguestion;

2. Are held temporarily for consideration by adhprarty under an agreement concluded with that
natural or legal person;

3. Are attached to shares lodged as collateral thdhnatural or legal person, provided that the
natural or legal person in question also conttoésvoting rights and declares its intention of
exercising them;

4. Are attached to shares in which that naturéégal person has the life interest on the basis of
an agreement to that effect;

5. Are held, or may be exercised on the basis oitpd-4, by an undertaking controlled by that
natural or legal person within the meaning of péitf Article 2 of the Annual Accounts Act No.
3/2006;

6. Are attached to shares deposited with that aetudegal person which the natural or legal
person can exercise at its discretion in the alesehspecific instructions from the holders of the
shares;

7. Are held by a third party in its own name onddébf the natural or legal person;

8. A proxy exercises where the natural or legas@eican exercise the voting rights at its
discretion in the absence of specific instructifsom the holders of the shares.

Article 80
Notification requirement regarding financial instnents

The notification requirement laid down in ArticI8 shall also apply to a party that holds,
directly or indirectly, financial instruments apided for in paragraphs (a) and (d)-(h) of point
2 of paragraph 1 of Article 2, provided that theaficial instrument in question results in an
entitlement of the party in question to acquiresanh holder’s own initiative alone, under a
formal agreement, shares to which voting rightsatit@ched, already issued, of an issuer falling
under paragraph 1 or 2 of Article 77.

When an entitlement resulting from a financiatinsent under paragraph 1 is exercised
to acquire shares, a notification shall be setthiédssuer in question and to the Financial
Supervisory Authority if the exercise results ie tfoting rights of the party in question reaching
or exceeding any of the thresholds listed in Aetic8. The above applies even if the acquisition
of the financial instrument has already been reddifpursuant to paragraph 1.

If a financial instrument under paragraph 1 becomealid, a notification shall be sent in
accordance with paragraph 2.

Article 81
Notification by undertaking in a group
A subsidiary as provided for in point 5 of Articl® is not required to send a notification
pursuant to Articles 78 and 79 if its parent unaldrtg, or if the parent undertaking itself is a
subsidiary the parent of the parent, sends thécaiton.



Article 82
Proxy representation at shareholders’ meetings
Where a proxy in a case as provided for in poiot Brticle 79 receives one or more
proxy authorisations in relation to a single shateéérs’ meeting, a single notification may be
sent, provided that the notification states cletityy subsequent aggregate of voting rights of the
parties granting the proxy in the issuer afterghexy lapses.

If a notification requirement arises as a resbifiant 8 of Article 79, no other
notification needs to be communicated if the priapses after the shareholders’ meeting and the
notification prepared in relation to the grantifghe proxy contained information on the
subsequent aggregate of voting rights of the pgmanting the proxy in the issuer after the proxy
lapses.

Article 83
Notification requirement for more than one party
If a notification requirement arises for more tlware party, the parties in question may
send a joint notification. The joint notificatiomes not relieve any such party from responsibility
for the notification.

Article 84
Changes to share capital or voting rights
Where an issuer increases or reduces its shaitalaapnumber of voting rights, the
issuer shall on the last trading day of the calenuanth in which the changes take make public
the total number of shares and the total numbgotifg rights.

Article 85
Contents of notifications
A notification required under Articles 78 and Hab include,inter alia, the following
information:
1. The resulting situation in terms of voting right
2. The chain of controlled undertakings throughchihioting rights are effectively held, if
applicable;
3. The date on which the notification requiremeosa; and
4. The full name of the holder of the shares, af/ére party in question does not hold the right
to exercise the voting rights owing to circumstanae provided for in Article 79, and the full
name of the party exercising the voting rights ehdif of the holder of the shares.

Article 86
Time limit for required notification
A party required to give notification under parghn 1 of Article 78 and Articles 79 and
80 shall communicate the notification to the issnejuestion and to the Financial Supervisory
Authority as soon as possible, no later than onrdding day immediately following the date on
which the notification requirement arose.

A party required to give notification under pargghn 2 of Article 78 shall communicate
the notification to the issuer in question andRirencial Supervisory Authority as soon as
possible, no later than on the trading day immedigbllowing the date on which the issuer



made public the total number of shares and thénataber of voting rights in accordance with
Article 84.

Article 87
Time limit for issuer to disclose information canid in a notification
The issuer shall, as soon as practicable afteipeof a notification under Article 78, 79
or 80 and no later than at 12:00 hours on therigaday immediately following its receipt of the
notification, make public all the information coimted in the notification.

The issuer is not required to provide a trangtatibthe notification into a language
accepted by the Financial Supervisory Authoritg rfotification under Articles 78, 79 or 80 is
received in English.

Article 88
Exemptions from notification requirement
When shares are acquired for the sole purposkeaficg and settling within the usual
short settlement cycle, no notification is requitedbe sent pursuant to Article 78.

When a party holds shares in a custodian capamtpptification is required to be sent
pursuant to Article 78, provided such custodian @aly exercise the voting rights attaching to
such shares under instructions given in writingpyelectronic means.

National central banks in the European Economa&afand the European Central Bank
are not required to send a notification under Aetit8 or point 3 of Article 79 when shares are
provided to or by the central bank in questionas pf discharging its functions as a monetary
authority, provided that such measures are conplginin the usual short settlement cycle from
the time that the central bank in question providedas supplied with the shares and that the
voting rights attaching to the shares are not éxedc

Article 89
Trading book
When assessing the notification requirement uAdicle 78, the voting rights attaching
to shares in the trading book of a financial uralerg licensed under points 1 to 6 of paragraph
1 of Article 4 of Act No. 161/2002 on Financial Usrtakings shall not be included in the
assessment provided that the proportion of thengaights in the trading book does not exceed
5% and that the financial undertaking in questinsuees that the voting rights are neither
exercised nor employed in any other manner dirextipdirectly designed to intervene in the
management of the issuer.

Article 90
Market maker
The notification requirement under Article 78 does apply to the acquisition or disposal
of shares by a market maker, notwithstanding thmgaights attached to shares reaching or
exceeding the 5% threshold, provided that the ntamedker carries out the transaction in its
capacity as market maker and neither intervendsimanagement of the issuer concerned nor
exerts any influence on the issuer to buy suchesharr support the share price.



Article 91
Parent undertaking of a management company
In fulfilling the notification requirement under#cles 78 and 79, the parent undertaking
of a management company under the Act on UndedaKor Collective Investment in
Transferable Securities (UCITS) and Investment Busidhll not be required to aggregate its
holdings with the holdings managed by the managéownmpany of the UCITS or investment
fund, provided such management company exercsesting rights independently from the
parent undertaking or another controlled undergakithe parent undertaking.

The provision of paragraph 1 also applies to trept undertaking of the management
company of a foreign UCITS established and acaddit the European Economic Area, cf.
Article 43 of the Act on Undertakings for Colleaiinvestment in Transferable Securities
(UCITS) and Investment Funds. The same appligse@éarent undertaking of an equivalent
management company established outside the Eurdpmaromic Area.

Article 92
Parent of a financial undertaking licensed to tradesecurities
When fulfilling the notification requirement undarticles 78 and 79, the parent
undertaking of a financial undertaking licensedr&ale in securities under the Act on Financial
Undertakings shall not be required to aggregaterdportion of voting rights and the proportion
of voting rights attaching to other shares mandgethe financial undertaking in question on a
client-by-client basis, provided that the finaneiadertaking may only exercise the voting rights
attaching to such shares under verifiable instomstby the client or it ensures that individual
portfolio management services are conducted incepely of any other services, and that the
financial undertaking exercises the voting rightdependently of the parent undertaking or
another controlled undertaking of the parent uradikéng.

The provision of paragraph 1 shall also apphhtopgarent of a foreign undertaking
established in the European Economic Area anddeeo trade in securities in the European
Economic Area. The same applies to the parent ohaertaking established in a country outside
the European Economic Area if the undertakingcsrised to trade in securities in its home
country and that operation is subject to regulatioiihe home country.

Article 93
Notification requirement regarding own shares
Where an issuer acquires or disposes of its owareshit shall make public the proportion
of its own shares if the acquisition or disposaltts in the proportion reaching, exceeding or
falling below the thresholds of 5% or 10% of theing rights. The proportion shall be calculated
on the basis of the total number of shares to whating rights are attached, even if the exercise
thereof is suspended.

Information under paragraph 1 shall be made p@slisoon as possible and no later than
before 12:00 hours on the trading day immediatallpdving the acquisition or disposal.

Article 94
Issuer whose registered office is in a state oetsd European Economic Area



The provision of Article 84 does not apply whereissuer having its registered office in a
state outside the European Economic Area meetetherements laid down in binding
administrative provisions in the state where tlseés has its registered office which are
equivalent to Article 84.

The provision of Article 87 does not apply whereissuer having its registered office in a
state outside the European Economic Area meetetherements laid down in binding
administrative provisions in the state where tiseés has its registered office which are
equivalent to Article 87.

The provision of Article 93 does not apply whetdegal person having its registered
office in a state outside the European Economi@Aneets the requirements laid down in
binding administrative provisions in the state vehtdre issuer has its registered office which are
equivalent to Article 93.

The Financial Supervisory Authority assesses wdrdtie requirements under the binding
administrative provisions of a state outside theoRean Economic Area are equivalent to
Articles 84, 87 and 93.

Article 95
Publication
An issuer shall make public in the European Ecdndknea information pursuant to this
Chapter as soon as possible on a non-discriminatmsis. Concurrently with the publication the
issuer shall communicate the information to thekaial Supervisory Authority.

The Financial Supervisory Authority may disclos®imation that has been made public
on its website.

Article 96
Central storage
An issuer shall communicate all information madélj pursuant to this Chapter to the
Financial Supervisory Authority, or a party appethby the Financial Supervisory Authority, for
central storage, cf. Article 136.

Article 97
Languages
Where an issuer’s shares are admitted to tradirgregulated market only in Iceland,
information pursuant to this Chapter shall be disetl in Icelandic or any other language
accepted by the Financial Supervisory Authority.

Where an issuer’s shares have been admitteddingran a regulated market in Iceland
and in one or more Member States of the Europeandtuic Area, the issuer shall disclose
information under this Chapter in Icelandic, or alyer language accepted by the Financial
Supervisory Authority, and either in English or astizer language accepted by the competent
authorities in the host states, depending on tbeelof the issuer.

Where an issuer’s shares are admitted to tracirgregulated market in one or more
host state but not in Iceland, information pursuarthis Chapter shall be disclosed either in



English or any other language accepted by the ctanpauthorities in the host states, depending
on the choice of the issuer. If the Financial Sugery Authority so requests, the issuer shall
also disclose the information in English or anyenttanguage accepted by the Financial
Supervisory Authority, depending on the choicehef issuer.

Where the shares of the issuer are admitted datyaon a regulated market without the
issuer’s consent, the obligations under paragraghshall be incumbent not upon the issuer, but
upon the party who, without the issuer’'s conseas, tequested such admission.

A notification pursuant to Articles 78, 79 andi®@y be in Icelandic or English.

Article 98
Regulation
The Minister may establish further provisions relyag this Chapter in a regulation,

including on the contents of notifications relatbodginancial instruments under Article 80, the
type of agreement to be treated as a formal agmeteuneler Article 80, further details on the
contents of notifications under Article 85, the nmaxm duration of a usual short settlement cycle
under Article 88, which criteria undertakings undeticles 91 and 92 must meet to be regarded
as exercising their voting rights independentlyh&iir parent undertakings and the
implementation of publication, cf. Article 95.

CHAPTER X
Takeover bids
Article 99
Scope of the Chapter
The provisions of this Chapter shall apply to takeover of a limited liability company
which has obtained admission to trading for onmore classes of its shares on a regulated
market in Iceland.

The Minister may in a regulation provide for exeiops from the provisions of this
Chapter as regards foreign limited liability comigsn

Article 100
Mandatory bid

If a party has directly or indirectly acquired tarh of a limited liability company which
has obtained admission to trading for one or mtasses of its shares on a regulated market, this
party must, no less than four weeks after achiesirgn control, make a takeover bid to other
shareholders in the undertaking, i.e. a bid to lpage their shares in the undertaking. Control
shall mean that the party concerned and any patisy in concert with that party:
1. Have acquired a total of at least 40% of théngotights in the undertaking;
2. Have the right, based on an agreement with atereholders, to control at least 40% of the
votes in the undertaking; or
3. Have acquired the right to appoint or dismissagority of the undertaking’s board of
directors.

Parties shall be considered to be acting in carnfcérey have reached an agreement
allowing one or more of them to acquire controlporpreventing a takeover from succeeding,
whether this agreement is formal or informal, verttoral or otherwise.



Parties shall, however, always be deemed to amngert if the following connections
exist, unless the opposite is proved to be the: case
1. Married couples, registered or co-habiting padrand children of the party who are not
financially competent;
2. Connections between parties which directly dirgctly involve control by one party of the
other, or if two or more undertakings are directfyindirectly under the control of the same
party; Regard shall be had for connections betvpegties as provided for in points 1, 3 and 4;
3. Undertakings in which a party directly or inditlg holds a significant holding, i.e. where the
party directly or indirectly owns at least one-thaf the voting rights in the undertaking
concerned. Regard shall be had for connectionsdagtyarties as provided for in points 1, 2 and
4,
4. Connections between an undertaking and its bafaddtectors and an undertaking and its
managing directors.

The mandatory bid requirement under paragraphall ls incumbent upon the party
acting in concert which, by increasing its holdinguses the threshold specified in paragraph 1 to
be reached.

The Financial Supervisory Authority may grant epgions from mandatory bids as
provided for in paragraph 1 if special circumstanse warrant. The Financial Supervisory
Authority may set conditions for such exemptiong, eoncerning the time limit which the party
in question shall have to dispose of holdings icess of allowable thresholds and the treatment
of voting rights during that period.

An offeror, as referred to in paragraph 1, musppre an offer document, as provided for
in Chapter XI.

Article 101
Voluntary bid
The provisions of this Chapter shall also applydtuntary bids to acquire shares in a
limited liability company where one or more claseéthe shares have been admitted to trading
on a regulated market. A voluntary bid shall me&mamade to all shareholders of the
undertaking in question, without any mandatorytimeéhg required, as referred to in paragraph 1
of Article 100.

An offeror making a voluntary bid must prepareoffier document, as provided for in
Chapter XI.

An offeror making a voluntary bid may limit itsdbio only a portion of the share capital
or voting rights in the undertaking in questiom\pded that the bid does not trigger a mandatory
bid obligation as provided for in Article 100. Axlited bid as provided for in this paragraph shall
provide all shareholders or holders of voting rigtite option to sell their shares or voting rights
in direct proportion to the amount of their shatdirgs or voting rights.

An offeror making a voluntary bid may set condisao which the bid is subject.

If an offeror has acquired control of an undemglkiollowing a voluntary bid for all
shares of all shareholders in the undertaking astion, the offeror shall not be obliged to make
a takeover bid as provided for in Article 100.



Article 102
Notification of a bid
An offeror must notify the regulated market in gtien of any decision on a bid without
delay. The regulated market must make the notiingtublic. The bid shall furthermore be
presented to the employees of the undertakingaestopn.

Article 103
Terms of a bid
An offeror must make all shareholders of the salass of shares an offer on the same
terms.

The price offered in a takeover bid as providedrdArticle 100 must be equivalent to
the highest price paid by the offeror, or by paraeting in concert with it, for shares acquired in
the undertaking in question during the past six tm®prior to making the bid. The bid must,
however, be at least equal to the latest transaptice for shares in the undertaking in question
the day before the mandatory bidding obligatiorsaror notification was given of the proposed
bid.

If an offeror, or party acting in concert with tbkeror, pays a higher price than provided
for in paragraph 2 during the offer period, theeadf must adjust the takeover bid and offer that
price. If an offeror, or parties acting in conosith the offeror, pays a higher price or offers
better terms for shares in the undertaking in dqoresturing the three months following the
conclusion of the offer period, those shareholaérs accepted the original offer shall be paid a
supplemental payment corresponding to the diffexrenc

In a takeover bid, the offeror may offer otherrghalders in the undertaking in question
payment in cash, shares conferring voting rightsath. If the offeror does not offer liquid shares
admitted to trading on a regulated market as paynash must also be offered as an option. The
same shall apply if an offeror, or party actingancert with the offeror, has paid for at least 5%
of the undertaking's shares in cash during thensirths immediately preceding the triggering of
a mandatory bid obligation and during the offeriqur

If an offeror intends to pay for shares in castympent must be guaranteed by a credit
institution licensed to operate in the Europeanrneoac Area. The Financial Supervisory
Authority may, however, approve a guarantee frazredit institution outside the European
Economic Area. If payment is made by other medresptferor must take suitable measures to
ensure that it can meet its obligations under tte b

The period of validity of a takeover bid shalldtdeast four weeks and a maximum of ten
weeks. The Financial Supervisory Authority may egtéhe period of validity of a bid if there
are valid reasons for so doing.

The settlement of shares taken over must be madtkder than five business days after
the expiration of the period of validity of the bid

The Financial Supervisory Authority may adjustié frice either upwards or downwards
under exceptional circumstances provided that timeiple of equal treatment of shareholders in
paragraph 1 is observed. The Financial Supervi8atiiority may also grant exemptions from



the provisions of paragraphs 4 and 7 if excepticitfalmstances so warrant. Any decision
regarding the adjustment of a bid price or exenmstimust be reasoned and made public.

Article 104
Obligations of directors

The board of directors of the target undertakingieconsider the interests of the
undertaking itself in all their actions and must deny the undertaking’s shareholders an
opportunity to take a decision on the bid.

From such time as a decision on a bid for shares iundertaking is made public, or the
board of directors of the undertaking becomes awetea bid is imminent, and until the result of
the bid is made public, the board of the undergkinquestion must not take any action which
may influence the bid except with prior authorigatof a shareholders’ meeting. This shall
apply,inter alia, to decisions on:

1. Issuing new share capital or financial instrutaeri the undertaking or its controlled
undertakings;

2. Acquisition or sale of treasury shares or sharesntrolled undertakings;

3. Merger of the undertaking or its subsidiariewather undertakings;

4. Acquisition or sale of assets or anything elséctv could have a substantial effect on the
activities of the undertaking or its controlled en@kings;

5. Agreements not falling under the undertakinggenmal course of business;

6. Substantial changes in the terms of employmiemamagement;

7. Other decisions which could have equivalent iogpions for the activities of the undertaking
or its subsidiaries.

A board of directors may, however, seek altermalivls without the approval of a
shareholders’ meeting.

A shareholders’ meeting must also confirm or apprany decision taken before the
beginning of period specified in paragraph 2 iftedecision has not yet been partly or fully
implemented and does not fall under the normalsmof the company’s business.

The board of a target company shall draw up arkerpablic a report setting out its
reasoned opinion of the bid and its terms. Theiopimust include the views of the board on the
offeror’s strategic plans and what implications loard believes the bid may have on the
company’s interests, the employment of its manageied personnel and the locations of the
company’s places of business. If the board of dingett company receives in good time an
opinion from employees’ representatives on thectgfef the bid on the employment of company
personnel, that opinion shall be appended to tled®report.

If opinions vary among board members concerniegoid, this shall be specified in the
report. If members of the board are parties tdibdgor are acting in concert with the offeror, or
in other respects have significant interests &estancerning the outcome of the bid, this shall
be mentioned in the board’s report. Those memtdisedoard who are parties to the bid, or are
acting in concert with the offeror or in other resfs have significant interests at stake
concerning the outcome of the bid shall not payéite in drawing up the board’s report.

If board members, or parties acting in concerhvhiem as provided for in Article 100,
are parties to a bid or ineligible in other respéotdiscuss the bid, and as a result the boarsl doe



not constitute a quorum, the board shall have degandent financial undertaking assess the bid
and its terms.

The board’s report must be made public at leastvegek prior to the expiry of the
peridod of validity of the bid.

If the offeror amends the bid, as provided foAiticle 107, the board must, within seven
days of the date when the amended bid is madegqubépare and make public, cf. Article 114,
a supplement to its report setting out the boasgision on the amendments in question.

Article 105
Revocation of a bid

A bid which has been made public, as providedrfdkrticle 114, cannot be revoked
except byforce majeure

A voluntary bid may be revoked, however, if anytleé following conditions are satisfied:
1. Another bid is made which is equivalent to orenfavourable than the takeover bid,;
2. A condition to which the bid is subject, and @his stated in the offer document, is not
fulfilled;
3. The limited liability company which is the tatgd the bid increases its share capital; or
4. Other special circumstances so warrant.

The Financial Supervisory Authority shall appraéke revocation of a bid.

The revocation of a bid shall be made publicAcficle 114.

Article 106
Lapsing of a bid
A bid lapses if this is justified for legal reasoor if the approval of public authorities
regarded as necessary for the transfer of ownedshipe shares has not been not obtained when
the bid validity period expires, or the transfes lh@en rejected during the bid validity period.

If a bid lapses for the above-mentioned reasdwsotferor and parties acting in concert
with the offeror must not make a new bid nor excedthresholds by which the mandatory bid
obligation is triggered, as provided for in Artid®0, during the next 12 months, unless prior
approval has been obtained from the Financial Stugmy Authority.

Article 107
Amendments to a bid
The offeror may at any time during the offer pdreonend the bid if such changes result
in more favourable terms for other shareholderamé&ndments are made to a bid when less than
two weeks remain of its offer period, the periodlshe extended to remain valid for at least two
weeks after the amended bid is made public.

Shareholders who accepted the previous bid skajiven the option of choosing either
bid.

Amendments to a bid shall be made public, cf.cletil14.



Article 108
Competing bids
A competing bid shall mean a bid from a third pantade public during the validity
period of another bid.

If the previous bid is not revoked or amendedrdfie competing bid is made, the validity
period of the former shall be extended to accottti tiat of the competing bid.

If a competing bid is made, shareholders who leeepted a conditional voluntary bid,
cf. paragraph 4 of Article 101, may withdraw thatceptance at any time during the bid validity
period if the offeror has not publicly announceefdoe the proposed competing bid is
announced, that the offeror has waived all the itimm$ set in the bid or that all conditions have
been met.

Article 109
Information on bid results
The offeror shall make public information on tlesults of a bid in a notification to the
regulated market in question within three busimzss of the expiry of the bid validity period.

In the case of a voluntary bid, the notificationghstate whether the conditions set in the
bid have been met and, if not, whether the offertands nonetheless to pursue its bid or revoke
it. A bid must not be revoked after the time pridsext in paragraph 1.

Article 110
Right of squeeze-out and sell-out
If the offeror and parties acting in concert witthas provided for in Article 100, acquire
more than 9/10 of the share capital or voting gghtthe target company, the offeror and board
of the company may jointly decide that other shalddrs shall be subject to redemption of their
shares. If such a decision is made, a notificagloadl be communicated to these shareholders in
the same manner as applies to convening annuatajeneetings, as appropriate, encouraging
them to transfer their shares to the sharehold&arfp] within four weeks’ time. The terms of the
redemption shall be stated in the notificatiorarifofferor requires redemption within three
months from the end of the offer period, the patfered in the bid shall be considered a fair
redemption price, unless the provisions of pardyfapf Article 103 apply.

If a holding is not transferred as provided foparagraph 1, the equivalent amount shall
be deposited in a holding account in the nameefitfhtholder. From that time forth the
shareholder [offeror] shall be the rightful ownéttoe shares and the shares of the previous
owner invalid. Further provisions in this respeetynbe established in articles of association.

If the offeror and parties acting in concert wiitle offeror, as provided for in Article 100,
acquire more than 9/10 of the share capital ongatights in the target company, any individual
minority shareholder shall be entitled to requedamption of its shares by the offeror. If a
shareholder requires redemption within three mofrtma the end of the offer period, the price
offered in the bid shall be considered a fair prigdess the provisions of paragraph 3 of Article
103 apply.

The cost of redemption shall be paid by the offero



Article 111
Remedies if no bid is made

If a party required to submit a mandatory bidpesvided for in Article 100, fails to put
forward a bid within the time limit or within foweeks of the time that the Financial
Supervisory Authority rules that a mandatory bidigdiion exists owing to parties acting in
concert, the Financial Supervisory Authority mapaa all the voting rights held by the parties
in question in the undertaking. In such a caseselshares shall not be included in calculations of
the proportion of share capital represented byngatights at shareholders’ meetings. The
Financial Supervisory Authority shall notify thedertaking in question of the invalidity of
voting rights. Once this has been effected, thégsin question must sell any portion of the
holding in excess of the authorised thresholdsixifcle 100. The Financial Supervisory
Authority shall set a deadline for this purposejchitshall be a maximum of four weeks. If the
holding has not been sold by the specified time Rimancial Supervisory Authority may impose
per diem fines on the party in question in accocdanith the Act on Official Supervision of
Financial Activities.

The Financial Supervisory Authority may also swiditions for the exercise of voting
rights by a party required to make a mandatoryobidancel its voting rights before the time
prescribed in paragraph 1 if special grounds soamér

SECTION XI
Offer document
Article 112
Scope of the Chapter
The provisions of this Chapter shall apply to dffer document that must be prepared
and made public in connection with a takeover bid.

Article 113
Contents of the offer document
The offer document must include at least the Yailhg information:
1. The name, address and identification numbenefdrget company;
2. The name and address of the offeror and, wherefteror is a company, its legal form,
together with a list of the natural or legal perserpected to participate in the transaction
together with the offeror or who are acting in cemavith the offeror, as provided for in Article
100;
3. Details of the voting rights, influence or numbéshares already acquired by the offeror and
parties acting in concert with it, as providedifoArticle 100, directly or indirectly or which the
offeror has secured by other means, as well asxjppected voting rights, influence or number of
shares of the offeror following the sale, as appadg;
4. The maximum and minimum percentages or quasitiieshares which the offeror undertakes
to acquire, in the case of a voluntary bid;
5. The consideration offered in the bid, the metaoghloyed in determining it and when
payment is to be made; information shall also leipled as to whether any costs are payable by
shareholders accepting the bids;
6. Financing of the bid,;
7. Information as to how payment shall take plau# & shares are offered as payment,
information on these shares and how the exchanljbeviletermined:;



8. The date shares are to be delivered and wherothey rights they confer may be exercised:;
9. Any other conditions to which the bid may bejseat) including under what circumstances it
may be revoked;

10. The bid validity period;

11. What offerees must do to indicate their acceq@a

12. A summary by the offeror of future intentions the company, including plans for its
activities and how the company'’s financial assedg@be used, information on continuing
trading in the company’s shares on a regulated ebaaknendments to its articles of association
and expected restructuring, if applicable; mensball also be made of the possible
repercussions of the takeover on the employmemtasfagement and employees and their
conditions of employment, in addition to the looas of the companies’ places of business; if the
offeror is a company and the bid affects that campa similar summary for that company shall
also be published;

13. Information on expected agreements with othetigs on exercising voting rights in the
company, insofar as the offeror is a party to suclagreement or aware of it;

14. Information on any fringe benefits or paymedrs the offeror and parties acting in concert
with the offeror to board members or managemethetarget company;

15. Information on the national law which will gawecontracts concluded between the offeror
and shareholders as a result of the bid, and tmpetent courts;

16. Other information of significance.

The offer document must be approved by the FirduStipervisory Authority prior to
being made public, as provided for in Article 1lf4ubstantial changes occur to the information
contained in an offer document after it has beedenmublic, or if it an offer document proves
not to meet the requirements listed in paragraghelFFinancial Supervisory Authority may
require that further information be made publichivitseven days.

The Financial Supervisory Authority may conclugeagreement with a stock exchange
to handle the approval of offer documents, cf. @etil38. Such an agreement shall state the tasks
entrusted to the stock exchange as well as thestant conditions for their performance.
Compensation for scrutiny and approval of offerudnents shall be determined by the Financial
Supervisory Authority or the stock exchange in goes

Article 114
Publication of an offer document

A notice of an offer document shall be publishedmne or more daily newspapers issued
in Iceland no later than four days prior to theeefive date of the bid, provided that the approval
of the Financial Supervisory Authority, cf. parggna of Article 113, has been obtained. The
notice shall state where the offer document caolt@ined. Concurrently, the registered
shareholders in the target undertaking shall beteeroffer document at the offeror’s expense.
The offer document shall also be presented torif@ayees of the undertakings in question.

CHAPTER XII
Price formation on aregulated market
Article 115
Scope of the Chapter
The provisions of this Chapter cover the followfirgancial instruments:



1. Financial instruments that have been admittéchtting or requested to be admitted to trading
on a regulated market in Iceland, the European &@oimArea or comparable foreign markets;
and
2. Financial instruments linked to one or moreffitial instruments of the types referred to in
point 1.

The provisions of Article 117 shall also applyfittancial instruments traded on an MTF
in Iceland and financial instruments linked to @nenore such financial instruments.

The provisions of Article 117 shall not apply retcase of:
1. Trading in own shares in buy-back programmdsiostabilisation of financial instruments,
provided such trading is carried out in accordamitle a regulation to be adopted on the basis of
Article 118;
2. Transactions by national governments or cebtxaks in the European Economic Area or
parties handling transactions on their behalf, ghes such transactions are part of government
monetary, exchange-rate or debt-management policy.

Article 116
Market maker

A financial undertaking authorised to trade inwsé®s may, by means of a contract with
an issuer of financial instruments, oblige itselftt as market maker, i.e. to buy and sell spgecifi
financial instruments on own account or on the antof the issuer, in order to generate a
market price for them.

A market maker must report any agreement purdograragraph 1 to the regulated
market where the financial instruments in queskiane been admitted to trading. The report
must contain the following information on the agneat:

1. Minimum amount of bid and offer quotes;

2. Maximum amount of total trading each day;

3. Maximum bid and offer spreads; and

4. How the financial undertaking intends in othespects to fulfil its obligations under the
agreement.

A market maker must each day quote bid and offieep in the trading system of a
registered market prior to the opening of the madke market maker’s quote is accepted, or
cancelled by it, it must post a new quote as prongst possible until the maximum trading
amount for each trading day each has been reached.

If a financial undertaking concludes a market-mgkagreement for trading on the
account of an issuer, it must ensure that the issarmot influence trading decisions on the basis
of the agreement.

Article 117
Market abuse and intermediation by a financial utalang
Market abuse is prohibited. “Market abuse” shadm
1. Transactions or orders to trade which:
a. Give, or are likely to give, false or misleadsignals as to the supply of, demand for or
price of financial instruments; or
b. Secure the price of one or more financial imaats at an abnormal or artificial level,
unless the party that conducted the transactiorssoed the orders to trade can



demonstrate that there were legitimate reasonsofoloing and that these transactions or

orders to trade conform to accepted market practioethe regulated market in question;
2. Transactions or orders to trade which emplaytifacis devices or any other form of deception
or contrivance;
3. Dissemination of information, news or rumourdchigive, or are likely to give, false or
misleading information or signals concerning finahmstruments, where the party that
disseminated the information knew, or should hawean, that the information was false or
misleading. The dissemination of information bygmers acting in the capacity of journalists is to
be assessed taking into account the codes govetengorofession unless they derive, directly
or indirectly, any advantage or profits from thesgimination of the information.

A financial undertaking licensed to trade in s@&@8s may not act as an intermediary in
securities trading if its employees are awareuspsct, that such trading may violate paragraph
1.

If an employee of a financial undertaking susp#uas the provisions of paragraph 1 have
been breached, the employee must immediately niedifjnmediate superior or the compliance
officer. The undertaking in question must notifglsisuspicions immediately to the Financial
Supervisory Authority; an employee may also ddisfmrmation disclosed by a financial
undertaking or an employee in good faith under paisigraph does not constitute a breach of
confidentiality obliging the party in question aw or any other means. Such disclosure shall
neither subject the parties in question to crimgaaictions nor liability for damages. Neither
clients nor other unauthorised parties may be méaf that the Financial Supervisory Authority
has been provided with information pursuant tofitse sentence of this paragraph.

Article 118
Regulation
The Minister shall set a regulation further defuni
1. Market abuse;
2. Accepted market practices;
3. Notifications from financial undertakings or themployees of suspected breaches, cf.
paragraph 3 of Article 117;
4. Exemptions from the provisions on market abnseliation to buy-back programmes and
stabilisation of financial instruments.

CHAPTER XI11
Treatment of insider information and insider trading
Article 119
Scope of the Chapter

The provisions of this Chapter cover the followfirgancial instruments:
1. Financial instruments that have been admittéchtting or requested to be admitted to trading
on a regulated market in Iceland, the European &@oimArea or comparable foreign markets
and financial instruments traded on an MTF in Ieodleand
2. Financial instruments linked to one or moreriitial instruments of the types under point 1.

The provisions of Article 123 shall not apply tading in own shares in buy-back
programmes or for the stabilisation of financiatmments, provided such trading is carried out
in accordance with a regulation adopted on theshasirticle 131. Other provisions in this
Chapter shall apply as appropriate.



Article 120
Insider information

“Insider information” shall mean sufficiently pise information which has not been
made public, relating directly or indirectly tousss of financial instruments, the financial
instruments themselves or other aspects, and wiociid be likely to have a significant impact
on the market price of the financial instrumentméde public, as provided for in detail in a
regulation established under Article 131. Notifioas to regulated markets or MTFs shall be
treated as public information once disseminatedumh markets. Other information shall be
treated as public information once disseminatethersecurities market in a public and
recognised manner.

Article 121
Insider
An “insider” shall mean:
1. Aprimary insider i.e. a party who has, as a rule, access to ingil@mation by virtue of
his/her membership of a board of directors, manageor supervisory bodies or owing to other
work for an issuer of financial instruments;
2. Atemporary insideri.e. a party who is not considered a primarydesbut who possesses
insider information by virtue of his/her employmgpbsition or responsibilities; and
3. Any other insideri.e. a party who is considered neither a primasyder nor temporary
insider, but has become aware of insider infornmagovovided that the person in question knew
or should have known the nature of this information

Article 122
Duty of disclosure, delay of public disclosure and
legitimate dissemination of insider information
An issuer of financial instruments that have baemitted to trading on a regulated
market or are traded on an MTF must report immediatll insider information regarding the
issuer to the relevant regulated market or MTF wfhitsrfinancial instruments have been
admitted to trading. A regulated market or MTF milisseminate information referred to in the
first sentence in its information system; the infation shall be considered to be public
information once disseminated by such markets.

Once insider information has been made publicagigied for in this Article, the issuer
in question shall post the insider information tnlnternet website.

An issuer of financial instruments may, on its awsponsibility, delay the publication of
information under paragraph 1 to protect its leggtie interests, provided that such delay is not
likely to mislead the public and the issuer is ablensure the confidentiality of such
information, as provided for in a regulation todstablished pursuant to Article 131.

If an issuer exercises the authorisation to ddisglosure under paragraph 3, the issuer,
or a party acting on its behalf, may only discldginsider information to a third party if such
disclosure is made in the normal course of emplaynofession or duties of the party
providing the information and the recipient of thieormation is bound by a duty of
confidentiality based on, e.g., a law, a regulatocontract.



Article 123
Insider misconduct

Insiders must not:

1. Directly or indirectlyacquire or dispose of financial instruments, eitthretheir own account or
for others, if they possess insider information;

2. Disclose insider information to a third partyiass in the normal course of the employment,
profession or duties of the party providing theomnfiation;

3. Advise third parties, on the basis of insidéoimation, to acquire or dispose of financial
instruments or in other respects encourage tradifigancial instruments.

The provisions of paragraph 1 shall also apply to:

1. Legal persons and parties participating in deassson transactions in financial instruments on
the account of the legal person;
2. Parties possessing insider information as dtrekillegal actions.

The provisions of point 1 of paragraph 1 shallayply to:

1. Insider trading fulfilling an overdue contradtoaligation to acquire or dispose of financial
instruments established before the insider acqum&der information;

2. Transactions carrying out a client’s direct orclencerning the disposal, ordering or brokering
of financial instruments, or complying in customamgnner with a contractual market making
obligation, in accordance with the provisions ob@ter XII.

The provisions of paragraph 1 shall not applyangactions by the national government,
the Central Bank of Iceland or parties handlinggetions on their behalf, provided such
transactions are part of government policy in maneaffairs, exchange rate policy or debt
management.

Article 124
Intermediation by a financial undertaking
A financial undertaking authorised to trade inuséies may not act as an intermediary in
securities trading if its employees are aware epsat that such trading may contravene the
provisions of this Chapter.

If an employee of a financial undertaking susp#uas trading of the type referred to in
paragraph 1 has taken place, the employee mustdrately notify his/her immediate superior or
the compliance officer. The undertaking in questmman employee, must notify such suspicions
immediately to the Financial Supervisory Authorityformation from a financial undertaking or
an employee provided in good faith under this pamalg does not constitute a breach of
confidentiality obliging the party in question Bw or any other means. Such disclosure shall
neither subject the parties in question to crimgaalctions nor liability for damages. Neither
clients nor other unauthorised parties may be méaf that the Financial Supervisory Authority
has been provided with information under the esttence of this paragraph.

Article 125
Duty of primary insiders to investigate
A primary insider must, before conducting any seetion in the financial instruments of
an issuer where he/she is an insider, make suréenthider information is not available within the
issuer. The same shall apply to proposed transectiith financial instruments linked to such
financial instruments, and to proposed transactigna party financially connected to a primary
insider.



Article 126
Duty of primary insiders to give notification
Before a primary insider, or any party financidlijked to him/her, concludes
transactions with the issuer’s financial instrunsetite primary insider must notify the person
appointed in accordance with rules established¢@o@ance with Article 13@he compliance
officer). Similarly, a primary insider must sendifioation without delay if he/she or any party
financially linked to him/her has concluded a tt®n with the issuer’s financial instruments.
The issuer in question shall, that same day, repertransaction to the Financial Supervisory
Authority.

The provisions of paragraph 1 shall also appiyntended transactions with financial
instruments linked to financial instruments undaragraph 1.

Article 127
Notification of management’s transactions

In addition to notifications of insider trading @vided for in Article 126, an issuer
must, without delay, send notification of transaiti of the issuer's management with the
issuer’s shares and other financial instrumentsetirnto them to the registered market where the
financial instruments in question have been adohitbetrading or their admission to trading has
been sought or to the MTF where the financial umsgnts in question are traded. The regulated
market or MTF in question shall make the informafpublic, provided the market value of the
transaction is at least ISK 500,000 or the totgfer of holdings of the manager in question of
shares in the issuer over the preceding four wael@unts to at least ISK 1,000,000.

Notifications under paragraph 1 shall include:
. The name of the issuer of financial instruments;
. The date of the notification;
. The name of the primary insider or financialbhoected party, if applicable;
. The primary insider’'s connection with the issokthe financial instruments;
. The date and time of day of the transaction;
. The type of financial instrument;
. Whether it was a purchase or sale;
. The nominal value and the purchase price irrdresaction;
. The nominal value of the holding of, one the baed, the primary insider and, on the other
hand, financially connected parties after the tatien; and
10. The date of the final settlement of the tratisacif applicable.

For the purposes of this Act, “management” shahmmembers of the board, chief
executives, managing directors, supervisory coneestiand other managerial personnel who are
an issuer’s primary insiders and are authoris@dke decisions which can affect the future
development and performance of the issuer. The saadeapply to parties financially connected
with the above management.

OCO~NOOITAWNPE

Article 128
Lists of insiders
An issuer must send the Financial Supervisory @y, in such format as the Authority
decides, the following information on primary aedporary insiders:
1. The issuer’s name;



2. The regulated market on which the financialrinsents of the issuer have been admitted to
trading or requested to be admitted to tradindiveMITF on which the financial instruments in
guestion are traded;
3. The name, identification number and addreskefrisider;
4. The insider’s connection with the issuer;
5. The reason why the insider is on the list; and
6. Names of parties financially linked to the iresid

The Financial Supervisory Authority shall keepsaof primary and temporary insiders.
It may establish more detailed provision regardhmeginformation to be provided under
paragraph 1. Any changes to information listed updeagraph 1 must be notified immediately
to the Financial Supervisory Authority. An updatisti of insiders must be sent to the Financial
Supervisory Authority no less frequently than atmsionth intervals.

An issuer must also send information as providedrf paragraphs 1 and 2 to the
regulated market on which the financial instrumeritdhe issuer have been admitted to trading or
requested to be admitted to trading or the MTF bitlwvthe financial instruments in question are
traded.

Information on primary insiders in the list of iders of the Financial Supervisory
Authority shall be made public in the manner dedidg the Authority

Article 129
Notification of the insider’s legal status
An issuer that has reported an insider to therf€ii@h Supervisory Authority, as provided
for in Article 128 must inform the insider in question of this in wrg. In addition, the issuer
must inform the insider in writing when the insiders been removed from the register.

An issuer must acquaint an insider with the rales legislation applying to insiders and
the treatment of insider information.

Article 130
Supervision of treatment of insider information amsider trading

The board of directors of an issuer of finanamstiuments admitted to trading on a
regulated market or traded on an MTF is responsislensuring compliance with rules issued
by the Financial Supervisory Authority on the baiérticle 132 on the treatment of insider
information and insider trading. The board shapi@pt a compliance officer or formally approve
the appointment. A deputy compliance officer shallappointed in the same manner. The
compliance officer is responsible for ensuring cbamze with the above rules within the issuer
and shall submit a report to the issuer’s boartherimplementation of compliance enforcement
as often as needed and at least once a year.

Public authorities and other parties that regulegteive insider information in the course
of their activities must comply with the rules betFinancial Supervisory Authority on the
treatment of insider information and insider tragias applicable.

Article 131
Regulation
The Minister shall set a regulation further defoni



1. Insider information;

2. Insider information in the case of commodityidatives;

3. The form and content of public announcementasifler information;

4. Legitimate interests justifying a delay in makinsider information public;

5. Notifications from financial undertakings or ithemployees of a suspected violation, cf.
paragraph 2 of Article 124;

6. Exemptions from the provisions on insider mighuot for buy-back programmes and
stabilisation of financial instruments.

Article 132
Rules of the Financial Supervisory Authority
The Financial Supervisory Authority shall set sua:
1. The treatment of insider information, includimgw to prevent insider information from
becoming available to others than those who neeld isdlormation for their work;
2. Insider trading, including how to fulfil the gubf primary insiders to investigate, as provided
for in Article 125;
3. The role and position of the compliance offiadr Article 130;
4. Recording of communications that take placehenbasis of the rules provided for in Article
130;
5. A definition of financially connected parties;
6. Lists of insiders;
7. Notifications of trading by primary insiders, n@agement and financially connected parties.

CHAPTER X1V
Surveillance
Article 133
General supervision
The Financial Supervisory Authority shall supegvise implementation of this Act and

rules established under the Act. Its authorisatgradl be governed by the provisions of this
Chapter and of the Act on Public Supervision ofafitial Activities. The Register of Annual
Accounts assesses whether information under Ch¥ptes prepared in accordance with
appropriate accounting standards.

In connection with the investigation of a specdase, the Financial Supervisory
Authority may demand any information and documéntsnsiders necessary from natural and
legal persons. The Financial Supervisory Authamyy require natural persons that it considers
to possess information on a particular matter poreto the Authority. Legal provisions on
confidentiality shall not limit the obligation taqvide information and access to documents
under this Article.

Telecommunications operators must provide therfgia Supervisory Authority with
access to existing records on telephone convensatiocommunications with specific telephones
or telecommunications devices, provided that threseat of the responsible party and actual user
has been obtained. If the consent of the respanpdoity and actual user is not obtained, the
Financial Supervisory Authority may request a cauder granting access to the records of
telecommunications operators as referred to ifitsiesentence of this paragraph. The provisions
of Article 87 of the Criminal Proceedings Act shatiply to the terms and treatment of such a



request, excluding subparagraph (b) of paragraphA2ticle 87, which does not apply to actions
under this paragraph.

If the Financial Supervisory Authority considenat rules concerning public offerings of
securities have not been complied with, it may sadpan offering and grant a time limit for
rectification, if possible. The Financial Supervisduthority may issue a public statement on the
case in question and levy per diem fines on thoseected with the public offering of securities
as provided for in the Act on Public SupervisiorFofancial Activities.

If the Financial Supervisory Authority considenat rules on market making have not
been complied with, it may issue a warning to akeamaker or reprimand it or make a public
announcement on its non-compliance.

If the Financial Supervisory Authority considenat rules on the publication of
information, as provided for in Article 25 and Ckexs VII, VIII and IX, have not been complied
with, it may take measures necessary to propefbyrimthe public.

If the Financial Supervisory Authority consideestain practices to be contrary to the
provisions of this Act, it may demand that suchcpcas cease immediately. The Authority may
also demand the temporary suspension of businésgias in order to prevent practices
considered to be contrary to the provisions of &is The Authority may also demand the
temporary suspension of trading in certain findnastruments during its investigation of a
particular case. The Authority may also requirergraoval of certain financial instruments from
trading, whether on a regulated market, an MTFmlen other trading arrangements if an
investigation by the Authority reveals that thedtrey contravenes the law.

The Financial Supervisory Authority may demand tha assets of a natural or legal
person be frozen, if there are legitimate groundsuspect that the practices of the natural or
legal person contravene the provisions of this Abe provisions of Article 85 of the Criminal
Proceedings Act shall apply to the conditions aredtment of such a request, as appropriate.

In other respects, the provisions of the Act ohlielsupervision of Financial Activities
shall govern the supervision of the implementatibthis Act, including the supervisory
authorisations and remedies under Articles 9-lthefAct.

Article 134
Supervision of public offerings of securities amdgpectuses

The provisions of Article 133 shall apply to thesrvision of public offerings of
securities and prospectuses.

Once the Financial Supervisory Authority has reegian application for approval of a
prospectus, it may:
1. Require the issuers, offerors or parties requepsidmission to trading on a regulated market to
publish additional information in a prospectus)eeded, for the purpose of investor protection;
2. Require the issuers, offerors or parties requgsidmission to trading on a regulated market
and parties that control them or are controlledhgm to provide information and documents;
3. Require auditors and management of the issiferpoor party seeking admission to trading
on a regulated market, as well as managers offtegrg or the admission to trading on a
regulated market, to provide information;



4. Suspend a public offering of securities or adioisto trading on a regulated market for a
maximum of 10 consecutive working days on any smgicasion, if it has reasonable grounds
for suspecting an infringement of Chapter VI;
5. Prohibit or suspend advertisements for a maxirafif® consecutive working days on any
single occasion, if it has reasonable groundsudepecting an infringement of Chapter VI,
6. Prohibit a public offering of securities if theovisions of Chapter VI have been infringed,;
7. Suspend or request the relevant regulated nsaidkatispend trading for a maximum of 10
consecutive working days on any single occasiohhi&s reasonable grounds for suspecting that
an infringement of Chapter VI has been committed;
8. Prohibit trading on a regulated market if it silers that the provisions of Chapter VI have
been infringed,;
9. Make public the fact that an issuer has faitefiiffil its obligations under Chapter VI.

Once securities have been admitted to tradingregaated market, the Financial
Supervisory Authority may, in addition:
1. Require the issuer to disclose all materialrmiation which may have an effect on the
assessment of the securities admitted to tradirgregulated market, in order to ensure investor
protection and the proper functioning of the market
2. Suspend or request the relevant regulated marlseispend trading provisionally or
indefinitely, as the case may be, if in the Authosiopinion the issuer’s situation is such that
trading would be detrimental to investors’ intesest
3. Have on-site inspections of issuers carriedagtitin its territory to verify compliance with the
provisions of Chapter VI.

Article 135
Supervision of publication
The Financial Supervisory Authority shall monitbat issuers disclose timely
information regarding Chapters VII, VIII and IX wiithe objective of ensuring effective and
equal access for the public in the European Econdmea.

The Financial Supervisory Authority shall also monthat issuers of securities that have
been admitted to trading on a regulated marketetahd but not in the issuer’s home state
disclose timely information regarding Chapters Willl and 1X with the objective of ensuring
effective and equal access for the public in theogean Economic Area.

In obtaining information under paragraph 2 of él#i133 from auditors, issuers, holders
of shares and other financial instruments or frartigs referred to in Articles 79 and 80, and
from the parties that control the above partiearercontrolled by them, in relation to a particular
matter concerning Chapters VII, VIII and IX, then&ncial Supervisory Authority may require
the issuer to disclose the information by the meartswithin the time limit considered necessary
by the Financial Supervisory Authority. The Finat@upervisory Authority may publish such
information on its own initiative if the issuer question fails to do so when the Authority has
previously afforded the issuer the opportunity ibgeot.

If an issuer having its registered office in @estautside the European Economic Area,
with Iceland as its home state, discloses inforomaith the state of its registered office, the
Financial Supervisory Authority may require thauisssto make public the information in the
European Economic Area if the Authority considéies information to be of importance for the



public in the Community. The Financial Superviséthority may publish such information on
its own initiative if the issuer in question faitsdo so when the Authority has previously
afforded the issuer the opportunity to object.

Article 136
Central storage
The Financial Supervisory Authority, or a partypamted by the Authority, shall store
information made public under the provisions of ftleas VII, VIl and IX by electronic means
in a mechanism for central storage.

The central storage mechanism shall comply withlityustandards of security, certainty
as to the information source, time recording arsy e&cess by end users.

Article 137
Precautionary measures where Iceland is the hase st

Where Iceland is the host state and the FinaScipkrvisory Authority finds that an
issuer or other party required to give notificatras committed irregularities which would
infringe the provisions of Chapter VII, VIII or 1¥f this Act or obligations thereunder if Iceland
were the home state of the party in question, thari€ial Supervisory Authority shall refer the
findings to the competent authority of the issuédsne state. The provisions of the first sentence
of this paragraph shall not apply to time limitseferred to in Article 86 or 87. In such cases the
Financial Supervisory Authority shall refer the €as the competent authority in the issuer’s
home state if the party required to make a notificaunder Articles 78, 79 or 80 has not sent a
notification when four trading days have passedesthe notification requirement arose or if an
issuer has not made public the information of sudotification when three trading days have
passed since the issuer received the notification.

If an issuer or a party required to make a neattfan under Articles 78, 79 or 80
continues to infringe the laws or rules in questimotwithstanding measures taken by the
competent authority of the home state or becawsenbasures do not produce their desired
result, the Financial Supervisory Authority, af@ving reported this to the competent authority
of the home state, shall take all appropriate nteasio protect investors.

Article 138
Supervision by the regulated market

The Financial Supervisory Authority may entrusegulated market with supervisory
tasks as provided for in this Act. The Financiap&wisory Authority may provide a regulated
market with information concerning such supervisaigks. A regulated market may obtain
information from the members of the market in guestor supervisory tasks entrusted to the
regulated market in accordance with this paragr@pb.authorisation to charge a fee for
individual tasks granted to the Financial Supenmyisiuthority under this Act shall apply to a
regulated market entrusted with such tasks.

The supervision provided for in paragraph 1 sbalexplained in a statement executed by
the Financial Supervisory Authority and the regedamarket. It shall be made public. The
declaration shall specify the premises underlyirgdupervision carried out by the regulated
market, its implementation and the division of @sgibilities between the Financial Supervisory



Authority and the regulated market. It shall algplain the arrangements for communication of
information, as referred to in paragraph 1.

Article 139
Transparency in the work of the Financial Supemysduthority
The Financial Supervisory Authority may make palttie results of cases and
investigations relating to the provisions of thistAinless such publication is considered to
jeopardise the interests of the financial markeg&sdnot affect its interests as such or causes
damage to the parties involved which is dispropaodte to the offence in question. The Financial
Supervisory Authority shall publish its policy oach publication.

Article 140
Regulation
The Minister may establish further provisions equirements concerning the mechanism
for central storage in a regulation.

CHAPTER XV
Sanctions
Article 141
Administrative fines
The Financial Authority may impose administrativees on any party violating:
. Paragraph 1 of Article 44 on public offeringsseturities and prospectuses;
. Article 45 on information in prospectuses;
. Paragraph 1 of Article 46 on prospectus supphtsne
. Paragraph 1 of Article 48 on annual informatilisclosure;
. Article 57 on annual financial reports;
. Article 58 on half-yearly financial reports;
. Paragraph 1 of Article 59 on management statesnen
. Paragraph 1 of Article 62 on disclosure in tiiedpean Economic Area and the
communication of information to the Financial Swypsory Authority;
9. Article 63 on the communication of informatianthe Financial Supervisory Authority;
10. Article 64 on languages;
11. Paragraphs 1-3 of Article 68 on the publicabbmformation;
12. Article 69 on communicating draft amendmentsemorandums of association or articles of
association to the Financial Supervisory Authooityegulated market;
13. Paragraph 1 of Article 73 on the publicationndérmation under Chapter VIII and the
communication of information to the Financial Swpsory Authority;
14. Article 74 on the communication of informatimnthe Financial Supervisory Authority;
15. Article 75 on languages;
16. Paragraphs 1 and 2 of Article 78 on notifiaatiequirements;
17. Article 79 on notification requirements in siacircumstances;
18. Article 84 on the obligation of an issuer tedlibse to the public the total number of shares
and the total number of voting rights on the laatling day of the calendar month in which
changes take place;
19. Article 85 on the contents of notifications;
20. Article 86 on the time limits for required rfatations;
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21. Paragraph 1 of Article 87 on the time limit &orissuer to disclose information in a
notification;
22. Article 93 on the notification requirement regdjag own shares;
23. Paragraph 1 of Article 95 on the publicatioralyissuer of information under Chapter IX and
the communication of information to the Financiap8rvisory Authority;
24. Article 96 on the communication of informatimnthe Financial Supervisory Authority;
25. Article 97 on languages;
26. Paragraph 1 of Article 100 on mandatory bids;
27. Paragraph 6 of Article 100, paragraph 2 ofdetilO1 and Article 114 on offer documents;
28. Article 102 on the notification of a bid;
29. Paragraphs 1-7 of Article 103 on the terms lofda
30. Article 104 on the obligations of boards ofdtors;
31. Paragraph 2 of Article 106 on the lapsing bfca
32. Paragraph 3 of Article 107 on the obligatiomi@ke amendments to bids public;
33. Paragraph 1 of Article 109 regarding informatim bid results;
34. Article 116 on notifications by market makers;
35. Article 117 on market abuse and the intermamhaif a financial undertaking;
36. Article 122 on the duty of disclosure, delaypablic disclosure and legitimate dissemination
of insider information;
37. Article 123 on insider misconduct;
38. Paragraph 1 of Article 124 on intermediatioraldfjnancial undertaking;
39. Article 125 on the duty to investigate of prisnansiders;
40. Article 126 on the duty of primary insidersgige notification;
41. Article 127 on the notification of managemeniténsactions;
42. Article 128 on lists of insiders;
43. Article 129 on notifications to insiders;
44. Article 130 on the supervision of treatmeninsider information and insider trading;
45. A settlement between the Financial Supervigathority and a party, cf. Article 142.
In addition, the Financial Supervisory Authoritgynmpose administrative fines on any
party seriously or repeatedly violating Article2%-and Article 25 concerning the rights and
obligations of financial undertakings.

Fines imposed on a natural person may range imatfimm ISK 10 thousand to ISK 20
million. Fines imposed on a legal person may rangenount from ISK 50 thousand to ISK 50
million. The determination of fines shalhter alia, take account of the seriousness of the
violation, its duration, the violating party’s wilgness to co-operate and whether the violation is
repeated. Decisions on administrative fines stalnade by the board of directors of the
Financial Supervisory Authority and are enforcedlyldaw. Fines shall accrue to the State
Treasury, net of collection costs. If administratfines are not paid within a month from the
decision of the Financial Supervisory Authoritynp#y interest shall be paid on the amount of
the fine. The determination and calculation ofpieealty interest shall be governed by the Act on
Interest and Price Indexation.

Administrative fines will be imposed regardlessutfether a law violation is committed
wilfully or negligently.



Article 142
If a party has violated provisions of this Actd@cisions of the Financial Supervisory
Authority based on the Act, the Authority may card® the matter by a settlement with the
consent of the parties to the case, provided thawaor violation subject to punitive sanctions is
involved. The settlement is binding for a partyhe case when that party has accepted and
confirmed the substance of the settlement by gisagure. The Financial Supervisory Authority
will establish further rules on the implementatairthis provision.

Article 143
In proceedings directed against a natural perdaohamay conclude with the imposition
of an administrative fine or a charge to the polacgerson reasonably suspected of violation of
the law is entitled to refuse to answer questiorsuorender documents or any other effects
unless it is possible to exclude the possibilityt tiinis may have significance for the
determination of his or her violation. The Finah&apervisory Authority shall advise the
suspect of this right.

Article 144
The power of the Financial Supervisory Authoriyirnpose administrative fines pursuant
to his Act shall lapse when seven years have pdss@adhe time that the conduct ceased.

The limitation period under paragraph 1 is intpted when the Financial Supervisory
Authority notifies the party of an investigationtbe alleged violation. The interruption of the
limitation period has legal effect for all the pastinvolved in the violation.

Article 145
Fines or imprisonment of up to two years
A violation of the following provisions is subjeict fines or up to two years’

imprisonment, if there are no more severe sanctiodgr other legislation:
. Paragraph 1 of Article 44 on public offeringsseturities and prospectuses;
. Article 45 on information in prospectuses;
. Paragraph 1 of Article 46 on prospectus supphtsne
. Paragraph 1 of Article 48 on annual informatilistlosure;
. Paragraphs 1 and 2 of Article 78 on notificatiequirements;
. Article 79 on notification requirements in sg@daircumstances;
. Article 93 on the notification requirement redjag own shares;
. Paragraph 1 of Article 100 on mandatory bids;
. Paragraph 6 of Article 100 and paragraph 2 ¢itker101 on offer documents;
10. Article 102 on the notification of a bid;
11. Paragraphs 1-7 of Article 103 on the terms lofla
12. Article 104 on the obligations of boards okdiors;
13. Paragraph 2 of Article 106 on the lapsing bich
14. Paragraph 1 of Article 109 regarding informatom bid results;
15. Article 116 on notifications by market makers;
16. Article 122 on the duty of disclosure, delaypablic disclosure and legitimate dissemination
of insider information;
17. Article 125 on the duty to investigate of prinansiders;
18. Article 126 on the duty of primary insidersgive notification;
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19. Article 127 on the notification of managemeitansactions;
20. Article 128 on lists of insiders;
21. Article 130 on the supervision of treatmeninsider information and insider trading.

Article 146
Fines or imprisonment of up to six years
A violation of the following provisions is subjeict fines or up to six years’
imprisonment, if there are no more severe sanctiodgr other legislation:
1. Paragraph 1 of Article 117 on market abuse;
2. Paragraph 2 of Article 117 and paragraph 1 ¢itker124 on the intermediation of a financial
undertaking;
3. Article 123 on insider misconduct.

Article 147
Violations of this Act subject to fines or imprisment are subject to sanctions whether
committed wilfully or negligently.

Direct or indirect profit gained by a violationtgect to fines or imprisonment of the
provisions of this Act may be confiscated by a touder.

Attempted violations or participation in violat®pursuant to this Act are punishable
under the provisions of the General Penal Code.

Article 148
Violations of this Act are subject to criminal estigation only following charges
submitted by the Financial Supervisory Authoritythie police.

If an alleged violation of this Act is subjectlioth administrative fines and penal
sanctions, the Financial Supervisory Authority Ehasess whether the case shall be referred to
the police or concluded by an administrative decisif the Authority. If the violations are major,
the Financial Supervisory Authority shall referrihiéo the police. A violation is major if it
involves substantial amounts, is of a particulgrgss nature or under any conditions that
significantly aggravate the criminality of the \atibn. Furthermore, the Financial Supervisory
Authority may, at any stage of an investigatiofera case involving violation of this Act for
criminal investigation. Consistency shall be maimed in the resolution of equivalent cases.

Referrals by the Financial Supervisory Authorityab be accompanied by copies of the
documents on which the suspicion of violation isdgh The provisions of Chapters 1V-VII of the
Administrative Procedures Act shall not apply ty decision of the Financial Supervisory
Authority to refer a case to the police.

The Financial Supervisory Authority may supply pgadice and prosecuting authorities
with information and documents obtained by the Autly and relating to the violations specified
in paragraph 2. The Financial Supervisory Authomityy participate in police actions relating to
the investigation of the violations specified inmggraph 2.

The police and prosecuting authority are permittesupply the Financial Supervisory
Authority with information and documents obtaingdtbe police and relating to the violations



specified in paragraph 2. The police may parti@patactions taken by the Financial Supervisory
Authority relating to investigation of the violatie specified in paragraph 2.

If the prosecutor is of the opinion that there eegrounds for legal action in relation to
alleged criminal conduct which is also subjectdmaistrative sanctions, the prosecutor may
refer the case back to the Financial Supervisorhénity for process and decision.

CHAPTER XVI
Entry into force, etc.
Article 149
Transposition
This Act is established for the transposition iltelandic law of the provisions of the
Council Directives 89/298/EEC, co-ordinating thgurements for the drawing-up, scrutiny and
distribution of the prospectus to be published wiiansferable securities are offered to the
public, 89/592/EEC, co-ordinating regulations osider dealing, 2001/34/EC, on co-ordination
of the admission of securities to official stoclkclkange listing and on information to be
published on those securities, 2004/39/EC of th®ean Parliament and of the Council of 21
April 2004 on markets in financial instruments awtieg Council Directives 85/611/EEC and
93/6/EEC and Directive 2000/12/EC of the Europearii#ment and of the Council and
repealing Council Directive 93/22/EEC, and DireetR004/109/EC of the European Parliament
and of the Council on the harmonisation of transpey requirements in relation to information
about issuers whose securities are admitted tongamh a regulated market and amending
Directive 2001/34/EC.

In addition, the provisions of this Act transpast® Icelandic law the provisions of
Directive 2003/6/EC of the European Parliamentainithe Council on insider dealing and
market manipulation (market abuse), Commissiondiive 2003/124/EC implementing
Directive 2003/6/EC of the European Parliamentainthe Council as regards the definition and
public disclosure of inside information and theidigbn of market manipulation, Commission
Directive 2003/125/EC implementing Directive 20086 of the European Parliament and of the
Council as regards the fair presentation of investmecommendations and the disclosure of
conflicts of interest, Commission Directive 2004E@ implementing Directive 2003/6/EC of
the European Parliament and of the Council as dsgaccepted market practices, the definition
of inside information in relation to derivatives oommaodities, the drawing up of lists of
insiders, the notification of management’s transastand the notification of suspicious
transactions, Commission Regulation 2273/2003/E@eémenting 2003/6 as regards exemptions
for buy-back programmes and stabilisation of finahiastruments, Directive 2004/25/EC of the
European Parliament and of the Council on takebids, and Directive 2003/71/EC of the
European Parliament and of the Council as regafdsmation contained in prospectuses as well
as the format, incorporation by reference and pabbn of such prospectuses and dissemination
of advertisements.

Article 150
Entry into force
This Act enters into force on 1 November 2007eeding the Act on Securities
Transactions No. 33/2003.



Interim provisions
I
Those parties licensed to operate an MTF undecl&rd4 of Act No. 34/1998 on the
Activities of Stock Exchanges and Regulated OTCHRdt shall upon entry into force of this Act
obtain a licence to operate an MTF under this Act.

I
If, at the time of entry into force of this Actfiaancial undertaking is engaged in
business with a party treated as a professiorattatin the basis of professional assessment of
the party as having sufficient knowledge and exgrereé to make its own investment decisions,
the financial undertaking may continue to categotie party in question as a professional client.
The financial undertaking shall notify the professil client in question of such a decision.

[l
The publication of annual financial reports, onsolidated accounts if applicable, for the
financial year 2007 shall be performed in accordamith the provisions of Article 57. The first
financial year covered by Articles 58 and 59 isfihancial year 2008.

v
If a holder of shares held more than 40% of thengaights in a company listed on a
regulated market as at 1 July 2003, the holdehafes shall not be obliged to make a mandatory
bid pursuant to Article 100 of this Act, providdtht the holder of shares does not increase its
voting rights in the company in excess of the mauttiple of five. The same shall apply if a
party had, on the basis of an agreement with ahareholders, rights to control 40% of the
voting rights in the company as at 1 July 2003.

\Y
A party which controlled a company on 1 July 2003lee basis of acting in concert as provided
for Article 37 of Act No. 33/2003, cf. Act No. 31025, is not obliged to make a mandatory bid as
of entry into force of this Act, provided that tharty does not increase its voting rights in excess
of the next multiple of five.
Adopted by the Icelandic parliament, Althingi, dhdune 2007.



