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Dear Sir

Legistative Bitl Amending the Act on Financial Undertakings, No. 161/2002 wtth 
subsequent amendments, as presented for its first readlng to the Althlngi at the 136* 
legislative session, 2008-2009 (the “Bill")

We act as English legal advisers to, among others, the UK Local Government Association and 
UK local authorities who are creditors of Landsbanki Islands hf (“Landsbanki") and Glitnir Banki 
hf (“Glitnir").

Logos Legal Services, who act as lcelandic legal advisers to our clients, forwarded to you on 2 
April 2009 a copy of the memorandum dated 1 April 2009 which set out our comments (and 
those of the parties identified in the memorandum) on the changes to the Blll proposed by the 
parliamentary standing committee. This memorandum was sent to the parliamentary standing 
committee on 1 April 2008. At the Informal Creditors’ Committee f  ICC") meetings of Glitnir and 
Landsbanki which took place on 1 and 2 April 2009 we raised with the creditors at each of those 
meetings (and their representatives) our partlcular concems in relation to the second 
amendment proposed to Temporary Provision II paragraph 3 (the "sunset provision"). Those 
creditors are the key stakeholders in the failed lcelandic banks and include UK Treasury and the 
Financial Services Compensation Scheme; the Dutch local authorities; Dutch Ministry of Finance 
and Dutch Central Bank; bondholders; banks; and pension funds.
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With the agreemerit of those creditors we attended a meeting on Thursday 2 April 2009 with 
some members of the parliamentary standing committee to make creditors’ creditors' concerns in 
relation to the sunset provision known, along with representatives from:

Bingham McCutchen LLP, who act as US legal advisors to bond holders who are creditors of all 
Landsbanki, Glitnir and Kaupthing Bank hf; and

Stibbe N.V., who act as Dutch legal advisers to, among others, Dutch local authoritíes who have 
claims against Landsbanki in their capacity as depositors; and

Lífeyrissjóður starfsmanna ríkisins, who act as advisers to the LSR pension fund.

We note that not all members of the committee were present and we were not otherwise able to 
meet with them whilst in lceland. We are, therefore, writing to you to ask you to assist in making 
creditors’ views known to those who will vote on whether to pass the Bill including the sunset 
provision this week. It should be noted that creditors broadly welcome the changes proposed by 
the Bill (other comments have been provided to the standing committee separately) but are 
concerned by the changes envisaged by the sunset provision.

Creditor concems
The sunset provision provides as follows:

“77?/s provision becomes invalidsix months afíer this act coming into force when the activities the 
resolution committee has been carrying out will be transferred to the liquidation committee. 
When the liquidation committee has taken over the activities of the resolution committee a 
distríct court judge can appoint more individuais on the liquidation committee at its request, but 
they cannot be more than five

Although creditors recognise the resolution committees should not remain in office indefinitely 
and take a keen interest in the costs incurred by the resolution committees in this process, it is 
clear from our discussions that all creditors present at the ICC meetings believe that replacing 
the resolution committees with winding up committees now (or in 6 months) as envisaged by the 
sunset provision would be damaging forthe following reasons:

1 The procedures introduced by the Emergency Act 125/2008 have only been in place
since October 2008. Whilst it can not be said that creditors endorse those procedures 
and they have since the outset expressed concem about whether the procedures are fair 
and/or reflect best intemational practice, by working together with the resolution 
committees over the last 6 months we have made the best of a difficult situation. 
Consultation with creditors has continued to improve through the ICC meetings and 
creditors are with the resolution committees working to achteve set milestones. This has
had a positive impact on the perception of lceland and the wáy in which it is dealing with
international creditors affected by the collapse of the lcelandic banks. The replacement
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of the resolution committees with winding up committees now will bring fresh and 
unwelcome uncertainty to the process, will undermine the progress made to date and 
may reflect poorly on lceland as a whole. Indeed, intemational creditoins may well 
interpret the replacement of the resolution committees as effectively frustrating the 
implementation of intemational restructuring best practices. Such an interpretation would 
be a large step back for lceland.

2 The issue of the ‘financial instrument’ by the new to the old bank is at a critical stage and 
is due, we understand, to be completed by 18 May 2009 to accord with the IMF 
timetable. It is essential (and in the interests of all parties) that creditors are able to 
comment fully on this process over the next 6 weeks with the benefit of input from the 
financial and legal advisors who have been appointed by each of the resolution 
committees. We understand that if the sunset provision is implemented in jts current 
form the resolution committee (of at least Landsbanki) will resign with immediate effect. 
Even if there is no immediate resignation, it seems likely that resolution committees 
would resign well before the six month period set forth in the sunset provision since the 
prospective loss of the committees’ mandate would make it difficult for them to work 
effectively with other interested parties -  as is always the case with any committee or 
other body that has become a “lame duck". It is not clear how quickly a winding up 
committee would be appointed or whether it would or could enter into the same 
arrangements with the existing financial and legal advisors. Either way, it is clear that 
the negotiations in relation to the ‘financial instrument’ will be brought to a standstill. This 
will have wider implications for lceland in relation to the IMF program as it will not be 
possible to complete negotiations by the 18 May 2009 deadline.

3 The resolution committees have over the last 6 months familiarized themselves with the 
business, assets and líabilities of the relevant institutions; established relationships with 
the key debtors and creditors (and their advisors) and identified the issues of 
significance. This has involved a significant investment of time and money by the 
resolution committees and creditors alike. Replacing the resolution committees with 
winding up committees now will necessarily duplicate this work at a direct cost to 
creditors (as the Bill envisages the costs of the winding up committee will be borne by the 
estate of the relevant institution). This is not something which creditors welcome and 
cannot be in their best interests. If the resolution committees continue to be responsible 
for the winding down of the relevant institutions' business there will be no such 
duplication. We understand that the resolution committees for Landsbanki and Glitnlr 
envisage, in any event, entering into a composition of creditors or liquidatron of the old 
banks once claims by creditors have been formally filed.

We note that the Bill envisages the costs of the resolution committees will be bome by the estate 
of the relevant institution (and not the FME) once the legislation Is passed. This means, 
effectively, that the creditors will be paying the costs of the resolution committees. It would 
seem, then, that the creditors’ views on the resolution committees should be given considerable 
weight. Also, to the extent that the costs of the resoltrtion committees have become an issue in 
lceland, the legislation means that creditors will have an incentive to keep those costs
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rea&onabte (and should be provkted with a mechanlsm in lcelancHc law to do so). if costs have 
been an iseue, ft is twrd to see how that issue is addreMed by the sunset provision since it 
wouid result in increasing costs due to the duplication of effort thatwili ensue upon replacement 
or me resoiution commnrees.

We have copied tWs letter to the pariiamentary standing committee but would kindiy ask that you 
make our views known to those who will be considering the Bill this week.

If you have any queries in relation to the contents of this letter or wish to discuss any of the 
concems raised please do not hesitate to contact me on the numbers shown above. In any 
event, I would be grateful if you would acknowledge receipt of this letten

Yours sincerely

Bevan Britlan LLP
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