CONDITIONAL
SETTLEMENT AGREEMENT

Dated 3 March 2009
(the “Agreement™)

Between

Kaupthing Bank hf.

andl

Kaupthing Bank Luxembourg S.A.




THIS CONDITIONAL SETTLEMENT AGREEMENT dated the 3™ day of March 2009 (the
“Agreement”) is made between:

Kaupthing Bank hf., a company incorporated under the laws of lceland having iis

{3
registered office at Borgartin 19, IS-105 Reykjavik, Iceland (hereinafter referred to as
“Kaupthing Iceland™)
and

(2) Kaupthing Bank Luxembourg S.A., a company incorporated under the laws of
Luxembourg having iis registered office at 35a, avenue I1F. Kennedy, L-1855,
Luxemboticg (hereinafter referred to as “Kaupthing Loxembourg™)

1. By judgment of the Luxembourg Trikunal d'arrondissement (the “Court”) dated 9
October 2008, Kanpthing Luxembourg has been admitfed to the regime of suspension
of payraent (sursis de paiémeni) for a period of 6 months and the Court has appointed
Me Franz Fayot and PricewaterhouseCoopers S.arl, fepresented by Mme
Smmanuelle  Carel-Henniaux, as administrators  (the  “Luxembourg
Administrators”);

T accordance with the provisions of Act 125/2008, on 9 Oetober 2008 the Icelandic
Fingncial Supervisory Authority assumed the power of the sharcholders of Kaupthing
Ieeland and appointed a Resolution Committee to replace the boatd of direstors. By
judement of the District Court of Reykjavik dated 24 November 2008, Kaupthing
fceland was granted a moratoriuny on payments to creditors until 13 February 2009,
and Mr. Olafur Gardarsson, Advocate to the Supreme Court of lestand; was appointed
Moratorimm Supervisor (the Resolution Committee and Mr. Gararsson are
collectively referred to a3 the “Iceland Administrators™). By judgment of the Distriet
Coutt of Reyijavik dated 20 Febmary 2009, the moratoriuty on payments o creditors
was extended until 13 November 2009;

3. Kaupthing Iceland has incurred a certain amount of indebtedness toward Kaupthing
Luxembourg, including, without Hinitation, pursuant to the issuance of guarantees,
under loans, foreign exchange and other iransactions, and in comnection with
collateralised lending (the “Kaupthing Iceland Indebtedness™) The total amount of
the Kaupthing Iceland Hidebtedness is EUR 1,084,900,000 as furthér set out in

Schedule “C”;

4. Kaupthing Iceland holds an account in its pame with Kaupthing Luxembourg, bearing
account number 600140 (the “Kaupthing Iceland Account”);

5. On 6 October 2008, Kaupthing Luxembourg sent two guarantes calls to Kaupthing

Iceland with respect to guarantees issued by Kaupthing [celand in favour of Everest
Equities Limited and Komi Investments S.A. Kaupthing Iceland in torn transferred

2711 - 4?
T W




certain bonds to Kaupthing Luxembourg on 8 October 2008 (the “October Bonds™),
the value of which was to be applied against the amount claimed and outstanding
under the said specific guarantees. Details. of the October Bonds are attached hereto

as Schedule “A”;

. Kaupthing Iceland and Kappthing Luxembourg signed a Right Of Set-Off Agreement

dated 7 October 2008 (the “Right OFf Set-Off Agreement”) which provides the
parties with the right to set-off claims against ary amounts of the other party in the
case of an event of default by that party. According to the Right Of Set-Off
Agreement an event of default has occurred providing Kanpthing Luxembourg with
the right of set-off against outstanding claims towards Kaupthing Iceland.

. Prior fo 9 October 2008, Kaupthing Iceland transferred certain bonds (the “BCL

Bonds™) to Kaupthing Luxembourg to be used by Kaupthing Luxembourg as posted
collateral to obtain Ioans from the Banque Centrale de Luxefiibourg (the “BCL”)
unider the Putopean Central Bank’s lending programme. In return for this trdnsfer,
Kaupthinig Luxembourg advanced loans to Kaupthing Teeland in equivalegt amounts
and on the same dates as the loans advanced by the BCL to Kaupthing Luxembourg.
Details of the BCL. Bornids aré attached hereto as Schedule "B,

. Kaupthing Luxembourg holds a certain number of bends in custody which belong to

Black Sunshine Investments S.ar.1, Omertia S.A., Rintham Ine, and Tacey Corp. (the
“Black Sunshine Bonds™) fogether with cash on the accounts of Black Sunshine
Investments S4rl, Omertia S.A., Rintham Inc, and Tacey Comp. (the “Black
Sunshine Cash”™) with a total nominal value of USD 589,625,000 and EUR
35,000,000, The purchase price fot the Black Sunshine Bonds was secured by loans
from Kaupfhing Iceland to each of Black Sunshing Investments S.4rL, Omertia S.A,,
Rintham Inc, and Tacey Corp. (the “Black Sunshine Loans”). The Black Sunshine
Loans expifed on 31 December 2008 and have not yét been repaid.

. On 3 Oclober 2008, the rights and obligations of Kanpthing Luxembourg under a

Secired Investment Line Agreement with Kevin Stanford, dated 27 September 2006
{the “STLA™) were transferred to Kaupthing fceland for value received. The SILA
includes a requifement that a certain valug be maintaired in the borrower’s portfolio
at all times, failing which the lender can require the bomower to provide
supplémentary collateral. The SILA also includes a pledge over all assets of Kevin
Stanford held with Kaupthing Luxembourg, the valuation on 30 September 2008 of
the assets pledged pursuant to the SILA was EUR 416,000,000. The assets include the
listed assets described in Schedule “D™ (the “Listed Kevin Stanford Assets”). The
Listed Kevin Stanford Assets remain in Kaupthing Luxembourg currenfly. Mr.
Stanford’s portfolic fell below the required value, and on 23 October 2008 Kaupthing
Tceland sent a lefter to him reguesting the immediate transfer of GBP 73,200,633 by
no later than 29 October 2008 in order to meet the collateral requirements under the
SILA. These finds were not provided by Mr. Stanford, and the debt called in the
letter of 29 October 2008 remains outstanding.

&
I\
The Government of Luxembourg and the Libya Africa Investment Portfolio (the \g\\/

“Buyer”) bave signed a Memorandum of Understanding setting forth their mutu &\)
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preliminary understanding with respect to a proposed acquisition by the Buyer of all
shares in Kauopthing Luxembourg;

NOW THEREFORE in consideration for the premises and for other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto

hereby agree as follows:

1.

“h

The parties acknowledge and agree that the recitals above are true and comect in all
material respects.

The pam% acknowledge and agree that the October Bonds and the BCL Bonds have
been in the custody and control of Kaupthing Luxembourg since prior to § October
2008 and that it is to their mufual benefit for Kaupthing Luxembobrg to apply the
value of the BCL Bonds and the October Bonds to settle the Kaupthing Iceland
Indebtediess. They fuither agree that it is to their muiual benefit that the outstanding
debits of Kaupthing Iceland to Kaupthing Lixembourg be settled with final effect.

Kaupthing Luxembourg shall retain the Black Sunshine Bonds and collect the interest
thereor: and the proceeds therefrom as they mature, until such time &8 such interest
anid proceeds amount to, in the aggregate EUR 22,300,000 (the “Black Sunshine
Purchase Price™). Kanpthing Luxembourg shall then assign all reinaining Black
Sunshine Bonds to Kaupthing Iceland. Kaupthing Jeeland will therefore benefit from
the upside of the remaining Black Sunshine Bonds, inchuding all repayments and
redemquns, interest, and all other adv&ntages attached thereto.

Prior to this Agreement faking effect, Kaupthing Luxenmbourg, acting as the Secmzty
Agent, shall enfoice the pledge aver the Listed Kevin. Stanford Assets; and acting as

principal buy- these assets for EUR 25,000,000 (the “Stanford Purchase Price”). The
Stanford. Purchase Price shall be transferred to the Kaupthing Ieeland Account.

Kaupthing Luxembourg undertakes, tpon this Agreement taking effect, subject to
compliance with all applicable laws, atd further subject to the resohition of all
dispites regarding title to all other assets of Kevin Stanford held within Kaupthing
Luxembourg and pledged to Kanpthing leetand pirsuant to the SILA (the “Other
Kevin Stanford Assets™), to transfer upon the request of Kaupthing leeland all of the
Other Kevin Stanford Assets, free of any encumbrances or right of set-off in favour of

Kaupthing Luxembourg.

Kaupthing Luxembourg shall thereafier retain the Listed Kevin Stanford Assets and
sell them as it deems approptiate, according to market conditions, until such time as
the proceeds from such sates amount to, in the aggregate, the Stanford Purchase Price.

Kaupthing Luxembourg shall then assign all remaining Listed Kevin Stanford Assets,
and any proceeds received above the Stanford Purchase Price, to Kanpthing Iceland.

Kaupthing Iceland will therefore benefit from the upside of the remaining Listed
Kevin Stanford Assets.

Upon this Agreement taking effect, the following shall occur immediately, without
either party hereto having to take any firther steps:

/
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a. AM of Kaupthing Iceland’s rights to, under and over the October Boads (the
“QOectober Bonds Rights™) that were transferred to Kaupthing Luxembourg on
8 QOctober 2008 shall be retained by Kaupthing Luxembourg, as these assets
are pledged to Kaupthing Luxembourg and are as such cotisideréd to have
priority under Icelandic law. The October Bonds Rights include all rights to,
urider and ever the October Boads, including without Emitation the right to
sell or otherwise dispose of the October Bonds, as well as the right to any
proceeds deriving from the sale, disposition, or otiterwise of the October
Bonds, whether said sale, dxspo&ﬁon, or otherwise takes place before or after
thé execution of this Agreement. Kaupthing Luxembourg assumes all risks
associated with the October Bonds, until any tranisfer of the October Bonds to
Kaupthing Iceland pursuant to the following paragraph.

Kaypthing Luxembourg shall retain the October Bonds and coliect the interest
thefeon and the proceeds theréfrom as they mature, until such time. as such
nterest and proceeds amount fo, in the aggregate, the value assigned to the
October Bonds purspant fo this Agreement, which is EUR 68,000,000
Eaupthing Luxémbourg shall then assign afl remdining October Bonds to
Kaupthing Teeland. Kanpthing Ieeland will therefore benefit from the upside
of the remaining October Bonds, including all repayments and redemptions,
interest; and all other advaniages attached thereto.

b. All of Kanpthing lesland’s rights to, under and over the BCL Bonds {the
“BCL Rights™) shall be refained by Kaupihing Luxembeurg, as these assets:
are pledged to Kaupthing Luxembourg and are as such considered to have
priority under Icelandic law. The BCL Rrahfs imelude all rights to, vinder and
over the BCL Bouds, inchding without imitation the right to sell or otherwise
dispose of the BCL Bonds where such right is held by Kaupthing Iceland, as
well as the right to amy proceeds deriving from the sale, disposition, or
otherwise of the BCL Boiids, whefher said sale; disposition, or otherwise takes
place before or after the execution of this Agreement. Kanpthing Laxembeourg
assutnes all risks associated with the BCL Bords.

All of Kaupthing Iceland’s rights to, under and over the cash on the Kaupthing
Iceland. Aceount and any other ¢ash within Kaypthing Luxembourg 1o which
Kanpthing leetand is entitled, shall be set-off against the Kaupthing leeland
Indebtedness, pursuant to paragraph 4(¢) of the Right of Set-Off Agreement,
amounting to the total of EUR 31,000,000, plus the Black Sunshifie Purchase
Price and the Stanford Purchase Priee, for a grand total of EUR 78,300,000.

. 7. Upon this Agreement taking effect, all debts of the parties hereto towards each other
and towards all affiliates, subsidiaries and structures of any type controlled by or
affiliated to each of the parties hereto arising prior to the date of this Agreement, or
arising in connection with this Agreement or the lignidation of any assets transferred
pursuant to this Agreement, shall be fully and finally settled, and neither party shall
have any further rights, claims, means or action of any kind on the other for any such ,
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debts. All disputes and disagreements between the parties regarding all aspects of this
Agreement shall be considered as settled upon this Agreement taking effect.

8. In consideration of the mutual concessions made by the parties, they waive any right
1o take legal action based on errors in law or in fact, or onany omissions related to the
tights referred to beréin.

9. This Agreement is and shall remain strictly corfidential except for its submission to
or its enforcement before the courts of Luxembourg, Iceland, or any other applicable
jurisdiction, should one of the contracting parties not comply with its provisions, and
except where required by law or by reasonable request to be provided to any level of
governrient or gimilar authority.

10 This Apreement is subject to the completion of the restructuring of Kanpthing
Luxembourg.  This restructuring shall be deemed completed when the Buyer or
another acceptable counterparty bécomes a shareholder of Kanpthing Luxembourg, If
such restructuring is not completed, then this Agreement shall be revoked and
considered mull and void. If the réstructuring i not completed within 60 days of the
date of signature, Kaupthing Luxembourg undertakes to release any seizure over
assets of Kaupthing Jeeland held by it, provided that it hes received a legal opinion
from prime law firas in [celand and Luxembourg mutially agreed between the patties

confirming that the seizure initiated by it would be Iifted by the Luxembourg cousts
due do the universal legal effect of applicable Ieelandic insolvency laws rendering the
asséts of Kaupthing Iceland unseizable during the moratorium proeedure.

11. The parties o this agreement undertake fo ensure that in the £ase of such restructuring

all efforts will be made to allow the relevant Ioelandic authorities coatinued access to
information within Kaupthing Luxembeurg in accordance with Luxembourg law.

12. This Agreement shall take efféct immediately upon the Buyer Qi aniother acceptable
connterparty becoming a shareholder of Kaupthing Luxembourg,

13. Notwithstanding any other provisions of this Agreement, and in particular clause 9.
hereof, the parties agree that this Agreement may be assigned or transferred fo any
Successof, assignee or new enfity arising ouf of, but not fimited to, any demerger,
division, spin-off or Fiquiddtion of either party, including in respect of Kaupthing
Luxembourg, to any special purpose vehicle resulting from the division of Kaupthing
[uxembourg in the context of its restruchiring.

14. This Agreement shall be governed by and construed in accordance with the laws of

the Grand Duchy of Luxembourg and in the case of disagreement between the parties
with respect to the Agreement, the courts of Luxembourg shall have exclusive

Jjurisdiction.
15. The parties are executing this Agreement in good faith.

acknowledges having received one.
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17. This Agreement is made in accordance with article 2044 of the Civil Code and has 11
pages and 17 points. It is a global agreement among the parties on the different

subiects addressed herein.

IN WITNESS WHEREOF the pattics have executed this Agreement as of the date first
written above.

IxAUPTﬁ}NG BAN{;s LUXEMBOURG S.A.
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Schedule “A”

October Bonds
' ISIN Code Ampiount Currency
TS93IVIFVAYAS 25,000,000.00 USD
| XS0284968426 13,000,000.00 GBP
XS0226781242 20,000,000.00 EUR
US12543JAAS] 45 .000,000.00 USD
US784657AB44 32,500,000.00 UsSD
USGI17751AE1S 26,000,000.00 USD
XS0226519352 10,000,000.00 USD
- XS0260366157 13,125,000.00 USD
XS0310147359 11,250,000.00 UsSD
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Schedule “B”
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BCY. Bonds
ISIN-CUSIP | Ameunt {Cusrency CISINCUSIP | Amount  (Caitency
ES0214977086 | 1500000000 FUR XS0230514860| 400000000 EUR
ES0313249007 | 10,000,000.00 | EUR XS0231140870] 1000000000 | EUR
ES0313860134 | 10,000000.00 ] EUR XS02383/9514] 1000000000 | EUR
| ESO313980023 | 15000000801 EUR XS(124203042 ] 10000000080} EUR
ES0314843238 | 20000000003 EUR %S0242030426{ 1000000000 | EUR
ES0314977258 | 1000000000 ] EUR XS0244141247 ¢ 2600000000 EUR
ES0314977259 | 1500000000 EUR XSOR55101270 600000000 EUR
FROO10436485 | 1000000000 | EUR XSOR651012701 800000000 EUR
" FRO010436485 | 12000000001 EUR XS02677420211 15000,000.00 |  EUR
FROG10491787 | 8000000001 EUR XS02678374731 1000000000 EUR
- PTBCTIOMOGO0; 1000000000 EUR X80267893112| 2000600000 EUR
PTBCT30MION0] 500080000 | EUR XSO270722167 | 1500000006 ). EUR
PTBCTSOMOD0B] 15008000801 EUR . IXS0271839273] 14000000.00) EUR
XS0154231523 | 480000080 EUR ¥SO272260513] 10,000 000.00 | EUR
XS0167198756 | 2700000060 | EUR 'XS0273441278; 1008000000 EUR
XS0193174%83 | 1000000000 EUR XSO2734412781 1500000000 | EUR
XS0193174983 | 500000000 EUR XSO77118558] 12000000.00 | EUR
XS0193174983 | 500000000 | EUR . ®S0277118559 7.000000.00 EUR
N S0193174%83 | 500000000 | EUR preeo =
" XS0201740056 | 150000000 EUR XSR62633206] 2000000000 EUR
XS0205341414 | 1000000000 EUR XS0263267184| 2200000000 EUR
XS0210620128 | 200000000 EUR XS0284635702] 1500000000 | EUR
XSU210746243 | 500000000 EUR XS0284635702] 700000000 | EUR
| XS0211146965 | 1000000000 EUR XS0205176706| 10,000,000.00 ] EUR
'XS0211148965 | 1500000000 ] EUR XSO285176706] 180000000 EUR |+
50214101674 | 10,000000.00 | EUR Ko0286244925] 10,000000.00] EUR
XS0214101674 | 1500000000 EUR XS0266206153 | 10,000,00000 ] EUR
1 XS0215256046 | 10,500.000.00 1 EUR XS0269485061) 1500000000 | EUR
X30215256046 | 1500000800 | EUR  XS02914229791 1500080000 EUR
XS0218809142 § 1000000000 EUR XS0293708662} 10.000000.00 | EUR:
XS0219734166 | 800000000 EUR XS02546984321 5000000001 EUR |
XS50221671547 | 1000003000 EUR XSO2967002268] 15000000007 EUR
XSMG71547 | 1500000000 EUR WS2983295161 15000000001 EUR
XS0221770521 | 1000000000 EUR XSO305080177 1 15000 000.00 | EUR
" XSG309038680 | 11.000,000.00] EUR XSO305150137 | 2500000000 EUR
XSO306307695 | 10000000601 EUR ' )
.
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Schedule “C”

Kaupthing Iceland Indebtedness

' Liability of Kaupthing Tceland towards Kaupthing Luxembourg EUR 793,300,000
Total called and reconciled under the Kaupthing Iceland EUR 121,600,000
Guarantees
Total nominal value of guarantees under the Kaupthing Iceland EUR 170,000,000
Guarantees wheré an amout Has been called bur the eéxtent of
losses to Kaupthing Luxersbourg is not yet certain
Kaupthing feeland debt FUR 1,084,900,000
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Schedale “D”

Listed Kevin Stanford Assets

& O & a
200069 " 50,000 | Brazauro Res Wis_ CAD | listed
| 200069 4,194 500 | Kirkiand Lake Gold CAD | listed
| 100977 403,000 | Suroco Energy inc CAD | listed
200069 160,000 | Block Shield Corp GBP | listed
200069 | 75,000.| Libertas Capital Grp. GBP | listed
| 200069 15,000 | Mercator Gold PLC | | GBP | listed
101988 14,685,720 | Mulberry Group.pic . GBP | listed
100977 200,000 | Rambler Metals & Min__{ GBP | fisted
200069 675,000 | Rambler Metals & Min_| GBP | listed
200069 0.215,000 | Belvedere Resources | CAD | listed
200069 1,000,000 | Tatonka Oil & Gas USD: | listed
| 200069 518,500 | Kirkiand Lake Gold ' GBP | listed
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