Act on Stock Exchanges

CHAPTER |
Scope and definitions
Article 1
Scope
This Act shall apply to stock exchanges and regdlanarkets.

Article 2
Definitions
For the purposes of this Act, the following deiioms shall apply:

1. Stock exchang@e limited liability company licensed under this tAo operate a regulated
market.
2. Regulated marketA multilateral trading system within the Europdaconomic Area which
brings together buyers and sellers of financiakriments, in accordance with its
nondiscretionary rules, in a way that results intacts in respect of the financial instruments
admitted to trading under the trading system.
3. Multilateral trading facility (MTF): A market as defined in the Act on securities taatisns.
4. Official listing: Listing by the Financial Supervisory Authority sgcurities in an official list,
subject to the requirements for such listing.
5. Admission of financial instruments to tradimgpproval by a stock exchange of the start of
trading in financial instruments on a regulated keaisubject to its rules under Article 22.
6. Market participant:A party authorised to submit quotes and traderegalated market.
7. Financial instrumentA legal instrument as defined in the Act on sd@sitransactions.
8. Security:A legal instrument as defined in the Act on sd@sitransactions.
9. Systematic internaliserA financial undertaking operating as a systemat&rnaliser pursuant
to the Act on securities transactions.
10.Close links:Links between parties as defined in the Act oariitial undertakings.

CHAPTER I
Licenceto operate aregulated market
Article 3
Operating licence

Activities provided for in this Act are permittealy to limited liability companies
possessing an operating licence from the Finastipkervisory Authority. An operating licence
will be issued only to parties meeting the follog/iconditions on the issue of the licence:
1. That the articles of association of the compam@ynot contrary to the provisions of law and
that there is no reason to assume that the compifimyot conduct its activities in compliance
with law.
2. That share capital pursuant to Article 8 haslpesed in full.
3. That the parties who own, or propose to owryalifying holding in the company are
gualified to exercise their holdings with regardtie sound and prudent operation of a regulated
market.
4. That the company meets any other conditionkisfAct.



Article 4
Application for operating licence

Applications for a licence to operate a regulateatket shall be made in writing and
include sufficient information to enable determioatof whether the conditions of the Act for
the granting of an operating licence have been Tiet.application shall be accompanied by the
following:
1. The articles of association of the company.
2. Information on organisational structure, inchglinformation on the manner in which the
proposed activities will be conducted and the rat@scerning the trading and information
systems that will be used in the activities.
3. Information on the internal organisation of thelertaking, including rules on monitoring and
procedure.
4. An operating budget revealirigter alia, the proposed growth and structure of equity.
5. Information on founders and shareholders putsisafrticle 18.
6. Information on members of the board of diregtoranaging director and other managers.
7. Confirmation by an auditor of payment of shaapital or initial capital.
8. Information on any close links of the undertgkwith any natural or legal persons.
9. Information on the conditions applicable to menship of the market and an estimate of the
prospective market participants and the typesnafricial instruments proposed for admission to
trading.
10. Any other relevant information, as decidedhry Einancial Supervisory Authority.

Decisions of the Financial Supervisory Authorigncerning operating licences shall be
notified to applicants as promptly as possible, mndater than three months following receipt of
a complete application. Refusals by the Finanaigle®Bvisory Authority of applications shall be
reasoned.

When a limited liability company operating a reggeld market has decided to amend its
articles of association, the amendments shall i&atbwith four weeks’ notice to the Financial
Supervisory Authority.

The Financial Supervisory Authority will grantaostock exchange a licence to operate a
multilateral trading facility (MTF), subject to cgaiiance with Chapter IV of the Act on
securities transactions.

Article 5
Withdrawal of operating licence
The Financial Supervisory Authority may withdrawcence to operate a regulated
market, entirely or in part, if any of the follovgrconditions apply:
1. The company does not make use of the licenden2 months, expressly renounces the
licence or ceases its business activities for rtfmar six consecutive months;
2. It is revealed that the company has obtainedidbece on the basis of false statements or by
any other irregular means.
3. The company no longer meets the conditions uwtéerh the operating licence was granted.
4. The company has seriously or repeatedly infdriggislation or rules governing its operation.
5. Any members of the board of directors or the agamg director of the company do not meet
the conditions of Article 11, or the operation loé¢ ficensee is prevented by the provisions of
paragraph 4 of Article 18.



6. It is the opinion of the Financial SupervisorytAority that close links between the licensee
and any natural or legal persons may prevent thealcexercise of its supervisory functions, or
legislation and rules applicable to such partidsprevent normal supervision or prejudice the
integrity of the market.
7. The estate of the licensee has been subjectahtauptcy proceedings or the company has
been dissolved for other reasons.

The withdrawal of an operating licence shall béfigal to the board of directors of the
licensee in question and reasoned in writing. Aceodf the withdrawal shall be published in the
Official Gazette IL6gbirtingarbladid and in the media.

Article 6
On designations
Only companies that have been issued a licenpant to this Act are permitted to use
in their firm names, or in further explanation béir business activities, the worst®ck
exchangendsecurities marketeither alone or in conjunction with other words.

Article 7
Regulation
The Minister may establish in a regulation furtpesvisions concerning application for
operating licences and the granting and withdra#alich licences.

CHAPTER 111
Establishment and functions of stock exchanges
Article 8
Share capital
The paid-in capital of a stock exchange shall améma minimum of ISK 65 million,
and never less than an amount corresponding to BBOFD00 based on the officially posted
exchange rate at any time.

Notwithstanding the provisions of paragraph 1,Rhencial Supervisory Authority may
decide on higher minimum share capital for a seathange based on the scope of the operation
and attendant risk factors, and in the light ofréguirements of Article 10.

The book equity of a stock exchange shall nohgttene fall below the amount provided
for in paragraph 1 or determined pursuant to pagye.

Article 9
Professional liability of stock exchanges
A stock exchange shall maintain in effect profesal liability insurance coverage for any
financial losses of customers that may be attrdbtdenegligence in the work of the stock
exchange or its employees.

The insurance shall cover losses up to ISK 50anillor each event of damage and up to
ISK 100 million in any insurance year. These amsutiall be adjusted monthly in proportion to
changes in the consumer price index from the entoyforce of the Act. Further provisions on
the scope of insurance coverage may be establishesjulation.



Article 10
Obligations of stock exchanges

A stock exchange is responsible for the soundpandent operation of a regulated
market.

A stock exchange shall:
1. Identify and react to any conflicts of interestich could prejudice the integrity of the market
or the interests of participants in the market.
2. Control any risk which may be attached to therapon, which includes identifying any risks
and putting in place measures to minimise them.
3. Ensure the secure operation of technical systaelsding contingency arrangements to react
to unforeseen events which could disrupt their wayk
4. Ensure that trading in the market is conduateahi honest and fair manner and ensure the
efficient execution of orders, e.g. by means oacheles.
5. Take measures to ensure the secure finalisativansactions in the market.
6. To have available, at all times, sufficient fisal resources to carry out its role, having rdgar
to the nature and extent of the transactions imtheket and their attendant risks.

Article 11
Board of directors and managing director
The board of directors of a stock exchange sleatidmposed of a minimum of five
members.

The members of the board and managing directdlr lsbéegally competent and of good
repute. They shall not, in the preceding five yehave been declared bankrupt, nor, in
connection with business operations, have beersesd by a court of law for any criminal act
under the General Penal Code, the CompetitiontAist, Act or legislation on public limited
companies, private limited companies, accountingual accounts, bankruptcy or taxes, or any
special legislation governing parties who are stttj@ public surveillance of financial activities.

In addition to the above conditions, the board tpers and managing director shall
possess adequate knowledge and professional expetie discharge their duties in a proper
manner. They shall not have exhibited any condinithvgives occasion to believe that they will
abuse their position or damage the company.

The stock exchange shall notify the Financial ®vpery Authority of any changes in the
appointment of the board of directors or managingctbr. The notice shall be sent before the
change takes place, insofar as this may be posaitdeinclude sufficient information for an
assessment to be made of the competence of thboad member or managing director
pursuant to this Article.

The Financial Supervisory Authority shall rejdo¢ taking of seats by new board
members or the taking up of duties by a new mamgagjirector if a risk is perceived of the
change being prejudicial for the operation of autatgd market.

Members of the board and managing directors efjalated market are qualified to
manage a Multilateral Trading Facility (MTF).



Article 12
Shareholdings and trading by employees

The managing director and other employees ofekstgchange are not permitted,
without the authorisation of the board of directdosserve on the boards of organisations or
business undertakings or participate in businessabipns in other respects. Holding shares in a
company constitutes participation in business djmsTa except in the case of insignificant
holdings which do not have a decisive impact oir tim@anagement and primarily constitute
investment of savings.

Securities trading by board members and emplogkastock exchange are subject to
rules established by the Financial Supervisory At

Article 13
Confidentiality

Board members, all employees, auditors and argopsrundertaking any work in the
interests of a stock exchange and regulated markdiound by confidentiality regarding all
matters relating to the interests of customerstartde affairs of the company, as well as any
other matters which may come to their knowledgiécourse of their work and which are
confidential by law or by nature, except in thergvaf a court decision to the effect that
information shall be made available before the tair to the police, or in the event of an
obligation to provide such information by law. Ttwnfidentiality shall remain in place even
after employment ceases.

Notwithstanding the provisions of paragraph liocalsexchange is permitted to co-
operate with foreign regulated markets, or legetlgnpetent authorities outside Iceland, and
supply them with information, provided that theeign parties in question meet requirements for
corresponding confidentiality and are subject gutation in their home country. Information
received by a stock exchange from the said forpayties which is identified as confidential or
which is confidential by the nature of the circuamtes, shall be subject to the provisions of
paragraph 1.

Article 14
Other activities
A stock exchange is permitted to engage in busiaesvities other than the operation of
a regulated market, provided that such activitresumdertaken in the normal context of the
activities of the market and provided that adequatasures are taken to prevent conflicts of
interest.

As stock exchange is also permitted to engageerancillary business of providing its
services to parties outside the market.

A stock exchange shall notify the Financial Susemy Authority in advance of any
proposed business activities pursuant to this Krtithe Financial Supervisory Authority may
decide that business activities pursuant to paphgrd and 2 should be conducted within a
separate company.



Article 15
Activities within the European Economic Area
A stock exchange intending to take measures ithangtate within the European
Economic Area in order to facilitate participatioy persons in the other state in trading in a
regulated market or Multilateral Trading Facilit TF) shall notify such plans to the Financial
Supervisory Authority. The Financial Supervisorytiarity shall send the information to the
competent authorities in the state in questioniwitime month from receipt of the notification.

Article 16
Annual financial report
The annual financial report of a stock exchangdl fe audited by a chartered accountant
or accounting firm.

The auditor shall be given access to all the asbebks and source documents and other
documents of the company, and, in addition, thedoadirectors and employees shall provide
the auditor with all requested information that banprovided.

The audited annual accounts, together with the@meport, shall be sent to the Financial
Supervisory Authority within three months from ttiese of the fiscal year in a form determined
by the Authority.

In the event that an auditor finds any significapérational deficiencies or any issues
which might weaken the financial position of thecst exchange, or issues having the
consequence that the auditor would refuse to eedbesaccounts, or endorse them with a
reservation, and also if the auditor has reasdrelieve that any laws, regulations or rules
applicable to the company have been violated, tidi@ shall notify its board of directors and
the Financial Supervisory Authority. This appliésoato comparable issues that comes to the
knowledge of the auditor and concern a company eldhe links to the stock exchange in
question.

A notice sent by an auditor pursuant to paragfagbes not constitute a breach of
confidentiality, whether statutory or contractual.

Article 17
Preparation of statistics and supply of information
A stock exchange is permitted, on its own initiator at the request of an external party
and in compliance with authorisation in other l&gisn, to process and publish statistics and
other information for the benefit of the markettbe basis of data which it has in its possession
or obtains by other means concerning trading imtaeket.

Article 18
Qualifying holding
Parties seeking to acquire a direct or indireddling in a stock exchange possessing an
operating licence in Iceland to operate a regulatatket which amounts to a minimum of 10%
of the shares or voting rights, or less if the hajdnakes it possible to exercise a significant
influence over the management of the company, skak the approval of the Financial
Supervisory Authority.



The Financial Supervisory Authority may deny aplegant approval if the Authority is
of the opinion that the holding will prejudice teeund or prudent operation of the regulated
market. The decision of the Financial Supervisowgh®rity shall be in writing, and shall be
delivered to the applicant within one month frora ttme that the Authority received satisfactory
information together with relevant documents. # ttecision of the Financial Supervisory
Authority is not received within that time, the Aotity is regarded as having approved the
application. Refusal of an application shall becsgpanied by reasoning.

If a party does not apply for permission from Eieancial Supervisory Authority in
acquiring a qualifying holding pursuant to paradxrapthe voting rights of the shares in excess of
the permitted limits will be suspended. The san@iep if the Financial Supervisory Authority
refuses its permission to exercise a qualifyinglimg.

If a shareholder holding a share of the size §ipeldn paragraph 1 exercises his/her
holding so as to prejudice the sound or prudentatjpe of the company, in the opinion of the
Financial Supervisory Authority, the Authority mdgcide that no votes should be attached to the
share, or instruct the company to take appropaetien or demand the sale of the share. Such
shares shall not be counted in calculating the rurabshares represented at shareholders’
meetings.

A stock exchange shall publicly disclose the owhgr of the company and any changes
in ownership. Furthermore, the parties falling witthe scope of paragraph 1 shall be disclosed
as well as the nature of their influence.

The Minister may, by regulation, establish furthées concerning the contents of
applications to the Financial Supervisory Author#iating to qualifying holdings in a stock
exchange, concerning evaluation of the qualificetiof applicants, concerning the processing of
applications, concerning the exercise of permisstoncerning recourses if no application is
submitted for authorisation, concerning notice®iwers of sales of qualifying holdings and
concerning recourses if an owner is not qualifeetercise a qualifying holding.

CHAPTER IV
Member ship of aregulated market
Article 19
Market membership

A stock exchange shall establish rules on memieddta regulated market providing for
the obligations incumbent on market membershiphSules shall be transparent, objective and
non-discriminatory.

Membership is open to financial undertakings gldod and elsewhere in the European
Economic Area possessing a licence to carry otrucons on behalf of clients or engaging in
trading for their own account, the Central Bankaeland and other central banks in the
European Economic Area and other parties who:

1. Are fully qualified;

2. Have adequate capacity to engage in trading;

3. Fulfil, where applicable, organisational reqmients;

4. Possess adequate finances to carry out thanadhiat they are intended to carry out.



As soon as an application for membership of alet¢gd market has been approved, the
Financial Supervisory Authority shall be notifiéithe stock exchange shall also inform the
Financial Supervisory Authority on a quarterly Isasi the membership of the regulated market.

Market participants who are not under the supemrisf the Financial Supervisory
Authority shall, at the Authority’s request, progithformation on their trading in the market.

Article 20
Termination of membership agreements
If a member of a regulated market repeatedly osgly violates the conditions
established in a membership agreement, the statlaage is permitted to terminate the
agreement unilaterally or take more lenient acteéog, by suspension of membership of the
regulated market. In the event that a stock exalhaaiges action pursuant to this Article, the
exchange shall promptly report such action to tinarkcial Supervisory Authority.

Article 21
Monitoring of trading by a stock exchange
A stock exchange shall monitor compliance by migpleeticipants with the laws, rules
and conventions applicable to trading in a regdlatarket and operate an appropriate trade
monitoring system.

A stock exchange is required to notify the Finah8upervisory Authority of any
suspicion or knowledge of any violation of lawgjukations or other rules applicable to trading
in a regulated market or any gross or repeate@tarni of the rules of the stock exchange.

A stock exchange shall provide the authoritiehappropriate information and
assistance for any investigation or prosecutiosirggiout of suspicion of criminal conduct in a
regulated market or through its market systems.

CHAPTERYV
Admission of financial instrumentsto trading etc.
Article 22
Admission of financial instruments to trading
A stock exchange shall establish clear and trasgspaules on the admission of financial
instruments to trading in a regulated market. Thesrshall ensure that any financial instruments
admitted to trading in the market are capable ofdp&aded in a fair, orderly and efficient
manner and, in the case of securities, are fresgptmable. The rules shall also ensure that that
the design of derivative contracts allows for tleedterly pricing as well as for the existence of
effective settlement conditions. Prior to estaliigirules on the admission of financial
instruments to trading, or any amendments of suldsya stock exchange shall notify the
Financial Supervisory Authority four weeks in adean

Prior to admitting a financial instrument to tnaglin a regulated market a stock exchange
shall verify compliance with the rules of paragrdphFurthermore, a stock exchange shall
ensure, as regards securities, that a verifiedrigisn is available and that the issuer complies
with disclosure rules.



A stock exchange shall regularly review the coampde of financial instruments with
admission requirements. A stock exchange shall toothiat issuers of securities admitted to
trading in a regulated market comply with issueistlosure obligations and ensure the access of
market participants to such disclosed information.

The Minister shall, in a regulation, issue furtpesvisions on the admission of financial
instruments to trading on a regulated market aacctimditions that financial instruments need to
fulfil pursuant to this Article.

Article 23
Admission of securities to trading without the @f the issuer
A stock exchange may admit a security to tradimg regulated market without the
consent of the issuer in the case of securitieadir admitted to trading in another regulated
market in the European Economic Area. The stocka&xge shall notify the issuer that trading is
being conducted in the market.

The issuer of a security who has not granted ctdriese admission to trading pursuant to
paragraph 1 is not subject to any obligation tosjgl® information to the regulated market in
question.

Article 24
Removal of financial instruments from trading andension of trading
A stock exchange may suspend or remove from tgaaifinancial instrument which no
longer complies with the requirements made for adian to trading, or if its issuer does not
comply with the rules of a regulated market, unkssh action would be likely to cause
significant damage to investors’ interests or haveegative impact on the integrity of the market.

An issuer who has had securities admitted tornigaah a regulated market may submit a
written request for the securities to be removediftrading. A stock exchange shall grant such a
request on receipt of a written reasoning for ggpiest. A stock exchange may decide not to
remove the securities from trading if such an actiwuld be likely to cause significant damage
to investors’ interests or have a negative impadhe integrity of the market. A stock exchange
may also decide to publish the reasoning of theeissn part or in full. However, an issuer may
always have its securities removed from tradirthefy are admitted to trading in another
regulated market.

A stock exchange shall make public its decisiamswspensions of trading and removals
from trading and send the appropriate informatmthe Financial Supervisory Authority. The
Financial Supervisory Authority shall forward théarmation to the competent regulatory
authorities in the European Economic Area.

Article 25
Admission of the securities of stock exchanges iy
The powers conferred under Article 22 shall beae# the Financial Supervisory
Authority when a stock exchange in Iceland, orriotaer country within the European Economic
Area, applies for the admission of its own shaoesading in a regulated market. Furthermore,
the powers conferred under Article 24 shall beeg#t the Financial Supervisory Authority
when securities pursuant to this Article have bedmitted to trading in a regulated market.



Article 26
Official listing of securities:

The Financial Supervisory Authority may, followingceipt of an application from the
issuer of equity shares, depositary receipts ipaetsof shares or bonds, officially list the
securities in question if they are admitted toitrgdor intended for admission to trading, in a
regulated market.

The Financial Supervisory Authority may, by cootrantrust a stock exchange with
official listing pursuant to paragraph 1.

The Minister will issue a regulation concerning tifficial listing of securities.

Article 27
Membership of a regulated market, etc.

The rules of a stock exchange concerning theesedtht of transactions shall ensure that
market participants have the right to designatetdesnent system other than the system chosen
by the stock exchange, provided that the nece$iséis/and arrangements between the
designated settlement system and other systenns place, and the Financial Supervisory
Authority agrees that the technical conditionstfa settlement of transactions will ensure the
secure operation of the regulated market in questio

CHAPTER VI
Transparency in aregulated market
Article 28
General provision on transparency
For the purpose of maintaining reasonable traeswgr a stock exchange shall post
information on quotes and transactions involvim@gficial instruments admitted to trading in the
regulated market to the extent necessary in ligth@nature and scope of activities.

Article 29
Pre-trade transparency
A stock exchange shall publicly disclose inforraaton bid and offer prices and the depth
of trading interests at those prices in respeshafes admitted to trading in a regulates secsiritie
market. The information shall be made availablgn&opublic on a continual basis during normal
trading hours on reasonable commercial terms.

If a stock exchange grants access to its systemsgstematic internalisers for the purpose
of making public information on their quotes, thiwll be done on reasonable commercial terms
and in a non-discriminatory manner.

The Financial Supervisory Authority may grant aerraption to a stock exchange from
publishing information on quotes pursuant to papgrl based on the nature of the market or
type or size of quotes.

The Minister shall issue a regulation concernlmgdbligation to publish information in
accordance with paragraph 1 and the conditioneXemption from publishing information
pursuant to paragraph 3. The Minister may isswegalation on the obligations of stock



exchanges to publish information on bids and oféers the scope of quotes made in a regulated
market in respect of financial instruments othantkequity shares.

Article 30
Post-trade transparency
A stock exchange shall publicly disclose inforraaton the price, scope and times of
transactions involving equity shares admitted aditrg in a regulated market. The information
shall be disclosed on reasonable commercial tentiga near to real time as possible.

If a stock exchange provides a financial undengkequired to disclose information on
transactions pursuant to the Act on Securities Jaatons with access to the system used to
publish trading information pursuant to paragrapth shall be done on reasonable commercial
terms and on a non-discriminatory basis.

A stock exchange may establish its own rules dayitgy the disclosure of information
owing to the scope or type of transaction. Thegslall comply with the conditions of the
regulation provided for in paragraph 4 and havepti@ approval of the Financial Supervisory
Authority. The stock exchange shall ensure thaketgrarticipants and investors are informed of
the delay.

The Minister shall issue a regulation concernlmgydbligation to publish information in
accordance with paragraph 1 and the conditionddtays in publishing information pursuant to
paragraph 3. The Minister may issue a regulatiotherobligations of stock exchanges to publish
information on the price, scope and times of tratisas conducted in a regulated market
involving financial instruments other than equibaees.

CHAPTER VII
Surveillance
Article 31
The Financial Supervisory Authority will monitdre compliance of the business

activities of stock exchanges and regulated markeksthis Act, rules or regulations established
hereunder, or conventions applicable to the a@wit~or this purpose, the Financial Supervisory
Authority shall be granted access to all data afwrmation concerning business activities
conducted pursuant to this Act which it considexsassary.

The Financial Supervisory Authority may requirg aata or information from natural
persons or legal persons who own, or intend to omeontrol, a share in a limited liability
company operating pursuant to this Act for the pagpof assessing whether they fall within the
scope of the disclosure requirement pursuant twlarlt8 and whether they are qualified to
exercise a qualifying holding. The Financial Susry Authority may require the same
information from natural persons or legal persohs Wwave sold a share or intermediated in a
transaction involving a share. The provisions of toncerning confidentiality do not restrict the
obligation to provide information and access tadat

If the Financial Supervisory Authority is of thpinion that business activities pursuant to
this Act are being conducted without the requiretharisation, the Authority may demand any
documents and information from the parties in goaswhich may be necessary to determine
whether this is the case. The Authority may reqtlieeimmediate cessation of such activities.



Furthermore, the Authority is permitted to disclpseblicly the names of parties who are seen to
be offering services without the required authdiisa

The Financial Supervisory Authority is permittedréquire the suspension of transactions
involving financial instruments, or the permanesrhoval of such instruments, if they no longer
meet the requirements for admission to trading e issuer of securities does not comply with
the rules of a regulated market. The Financial Bupery Authority shall forward the
information to the competent regulatory authoritrethe European Economic Area.

The Financial Supervisory Authority shall publiegnounce any suspension of
transactions and removal of financial instrumerdasiftrading. The Financial Supervisory
Authority shall forward the information to the coetpnt regulatory authorities in the European
Economic Area.

In the event that the Financial Supervisory Auitigaeceives a communication from a
competent authority in another state within thedpean Economic Area to the effect that a
competent authority has suspended trading withanfiial instrument, or permanently removed
an instrument from trading in a regulated markeg,Einancial Supervisory Authority shall
decide to suspend trading in the same financi@lunmsent in the regulated market in Iceland,
except where such action could cause significamtadge or have a negative impact on the
integrity of the market.

Surveillance pursuant to this Act is in other exgp subject to the provisions of the Act
on official supervision of financial operations.€provisions of that Act concerning daily fines,
sanctions and searching for and seizing documeaysh@ exercised in gathering information and
conducting surveillance pursuant to this Act.

Article 32
If the Financial Supervisory Authority is of thpinion that a stock exchange operating
pursuant to the provisions of this Act, the Actsaturities transactions or rules or regulations
established on the basis of these acts of lavf,tbeiconduct of companies or organisations is in
other respects irregular, unsound or imprudentAttdority shall grant to the party in question a
reasonable time to take corrective action, unleswiolations are serious.

In the event of violations of this Act, the FinalSupervisory Authority is furthermore
authorised to demand immediate corrective actiehtarsuspend any further activities if special
circumstances warrant.

If a stock exchange has not responded to the tegheacommendations of the Financial
Supervisory Authority concerning corrective actmrsuant to this Act, the Authority may
revoke its operating licence, as provided in A5l

CHAPTER VIII
Sanctions
Article 33
Administrative fines
The Financial Authority may impose administrativees on any party violating:



1. The first sentence of Article 3, to the effdwttactivities which are subject to an operating

licence shall not be conducted without an operdtoence;

2. Article 6 on designation;

3. Paragraph 1 of Article 9 on the professionddiliy insurance of stock exchanges;

4. Article 10 on the obligations of stock exchanges

5. Paragraphs 2 and 4 of Article 11 on the qualifons of board members and managing

directors and notification of the constitution bétboard of directors;

6. Paragraph 1 of Article 12 on the participatigreinployees in business operations and trading

by the directors and employees of a stock exchange;

7. Paragraph 1 of Article 13 on confidentiality;

8. Article 16 on auditing and the submission obanual financial report to the Financial

Supervisory Authority;

9. Paragraph 1 of Article 18 on qualifying holdings

10. Paragraph 3 of Article 19 on the submissiotihéFinancial Supervisory Authority of notices

of approval of membership of a stock exchange;

11. The second sentence of Article 20 on the requent of a stock exchange to report to the

Financial Supervisory Authority any action takemasponse to a violation of the conditions of a

membership agreement;

12. Article 21 on the monitoring requirement oftac& exchange;

13. The fourth sentence of paragraph 1 of Artide8 the obligation of a stock exchange to

notify of any establishment or amendment of rul@segning the admission of financial

instruments to trading in a regulated market;

14. Paragraph 3 of Article 24 on making public $hepension of trading and removal from

trading;

15. Articles 29 and 30 concerning transparencyriegalated market;

16. Settlements between the Financial Supervisompdity and parties pursuant to Article 34.
Fines imposed on a natural person may range ianfimm ISK 10 thousand to ISK 20

million. Fines imposed on a legal person may ranganount 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 shalinade 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 Authoritynplty interest shall be paid on the amount of

the fine. The determination and calculation of figniaterest is subject to the Act on interest and

price indexation.

Administrative fines will be imposed regardlessdiether a violation is committed
wilfully or through negligence.

Article 34
If a party has violated the provisions of this Actthe decisions of the Financial
Supervisory Authority based on the Act, the Authois permitted to conclude the matter by a
settlement with the consent of the parties to #secprovided that no major violation is involved
which is subject to punitive sanctions. The setdems binding for a party when the party has
accepted and confirmed its substance by its sigaatine Financial Supervisory Authority will
establish further rules on the implementation ¢f grovision.



Article 35
In proceedings directed against a natural perdaohamay conclude with the imposition
of an administrative fine or submission of chargethe police, a person reasonably suspected of
violation of the law is entitled to refuse to answeaestions or surrender documents or any other
effects unless it is possible to exclude the pdggilthat this may have any significance for the
determination of his or her violation. The Finah&apervisory Authority shall advise the
suspect of this right.

Article 36
The power of the Financial Supervisory Authoriyirnpose administrative fines pursuant
to his Act shall lapse when five years have pagsed the time that the conduct ceased.

The limitation pursuant to paragraph 1 is intetedpvhen the Financial Supervisory
Authority notifies the party of the start of an @stigation of the alleged violation. The
interruption of the limitation has legal effect fall the parties involved in a violation.

Article 37

Violation of the following provisions is subjea fines or up to two years’ imprisonment,
if there are no more severe sanctions under oigeslation:
1. The first sentence of Article 3 to the effedtthctivities which are subject to an operating
licence shall not be conducted without an operdicemnce;
2. Paragraph 1 of Article 12 on the participatigreimployees in business operations and trading
by the directors and employees of a stock exchange;
3. Paragraph 1 of Article 13 on confidentiality;
4. Article 16 on auditing and the submission ofanual financial report to the Financial
Supervisory Authority.

Article 38
Violations of this Act which are subject to finesimprisonment are subject to sanctions
whether committed wilfully or through negligence.

Direct or indirect profit gained by a violation thfe provisions of this Act which is subject
to fines or imprisonment may be confiscated bydgjuent of a court of law.

Attempted violations or participation in violat®pursuant to this Act are punishable
pursuant to the provisions of the General PenakCod

Article 39
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 a case should be referred to
the police or concluded by an administrative decisif the Authority. If the violations are major,
the Financial Supervisory Authority is requiredéfer them to the police. A violation is major if
it involves significant amounts, if the violatios of a particularly gross nature or under any
conditions that significantly aggravate the crinfityeof the violation. Furthermore, the
Financial Supervisory Authority may, at any stagaminvestigation, refer a case involving



violation of this Act for criminal investigation.ddsistency shall be maintained in the resolution
of comparable 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 tg decision of the Financial Supervisory
Authority to refer a case to the police.

The Financial Supervisory Authority is permittedsupply the police and prosecuting
authorities with information and documents obtaibgdhe Authority and relating to the
violations specified in paragraph 2. The Finan8iapervisory Authority is permitted to
participate in police actions relating to theirastigation of the violations specified in paragraph
2.

The police and prosecuting authority are permittesupply the Financial Supervisory
Authority with information and documents obtaingdtbem and relating to the violations
specified in paragraph 2. The police is permitteddrticipate in actions taken by the Financial
Supervisory Authority relating to investigationtbk violations specified in paragraph 2.

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

CHAPTER IX
Entry into force, etc.
Article 40
The Minister is authorised to establish furthdesby regulation on the enforcement of
this Act.

Article 41
This Act constitutes the implementation of DireetR004/39/EC of the European
Parliament and of the Council of 21 April 2004 oarkets in financial instruments amending
Council Directives 85/611/EEC and 93/6/EEC and &iwe 2000/12/EC of the European
Parliament and of the Council and repealing Coubicigctive 93/22/EEC, as incorporated into
the Agreement on the European Economic Area byiide of the EEA Joint Committee No.
65/2005 of 29 April 2005.

Article 42
This Act shall enter into force on 1 November 2087the same time, Act No. 34/1998
on the activities of stock exchanges and regul&€@ markets is repealed.

Interim provisions
Active limited liability companies already possegsa licence from the Minister to
operate a stock exchange or regulated market sttaiin their licence to operate a regulated
market on the entry into force of this Act.
Passed into law by the Althing on 13 June 2007






