Glitnir banki hf — Creditor Update — Interim Distributions

1 What is this update?

The Winding up Board (“WuB”) and Resolution Committee (“ResQarhGlitnir banki hf. (“Glitnir”) are
providing this update to creditors of Glitnir in order néorm creditors on the progress being made towards
making a first interim distribution of cash to creditors.

2 What do creditors need to do?

Creditors need not take any action as a result of this epddtis update is for information purposes only. As
the time for making the first interim distribution approact@snir will inform creditors registered on the
claims database before setting out any steps that csedited to take. The WuB and ResCom will also

notify creditors of any open creditors’ meeting calledrder to for the WuB to propose the first interim
distribution, allowing creditors to seek clarification cake any objections to the proposed payments. Further
information about this is set out in this update.

Although creditors do not need to take any action in regpanthis update, creditors are invited to provide
feedback to the WuB and ResCom and/or ask questions \8fuBeand ResCom in relation to the process for
making distributions to creditor€omments and questions should be sent by email to

distributions@glitnir bank.com

Please note that this document constitutes the WuB’®es@om’s preliminary position on how distributions
should be made, after consultation with advisers anchtbenhal Creditors’ Committee (“ICC").

The final proposal on the first interim distribution mayetiffrom that outlined in this information update.
Changes may result from feedback from creditors, the 8€@s a result of further analysis and
considerations of the WuB and ResCom. Therefore, creditbiise required to read the actual proposal put
to the open meeting of creditors and consider theiripndiased on this proposal when it becomes available.

The WuB and ResCom will update creditors on significant dgweénts as they occur in the meantime.

3 Background

At the open creditors’ meeting o' December 2010 the WuB set out the main priorities of the AnB
ResCom, which are repeated below:

“ — The goal of the Resolution Committee is to protect andmiag the net present value of Glitnir's
assets for its creditors.

— The goal of the Winding-Up Board is to ensure that theevtilat is realised through this process is
returned to creditors as rapidly as is reasonably possible.

0 The Resolution Committee and the Winding-Up Board considettiadiest commercial solution
to achieve these goals, at the present time, is a cotiolpird the wind-down of Glitnir's assets
over a number of years; and

0 a series of interim distributions paid out to creditorggeriodic basis.
— The Resolution Committee and the Winding-Up Board acknowledgatha appropriate time a
Composition should be implemented.

Accordingly, the Resolution Committee and the Winding-Up Bbantke been exploring the possibility of
making the first interim distribution in 2011.”



At the open creditors’ meeting o’ December 2010, the WuB and ResCom set out what they shey leesyt
challenges to overcome when preparing for a first interitniloligion.

“

— reducing the number of unresolved priority claims;

— reducing the number of objections to Winding-Up Board Dewss Creditors should note that whilst
significant numbers of objections remain unresolved,litnei be possible to make a distribution;

— determining the currency or currencies of payment within dnstcaints of the Icelandic Government
Foreign Exchange Controls;

— identifying an appropriate paying bank to facilitate payments;
— developing robust accounting systems and controls for maghagiyments;
— ensuring that the distribution plan that is adopted is camipWith Icelandic legislation; and

— ensuring that the distribution plan will be supported aeditrs’ meeting.”

This update provides creditors with information on progbessg made against those challenges, together
with other important information regarding a firstenm distribution.

4 Progress Update

During the period since the open creditors’ meeting"@D&cember 2010 the WuB and ResCom, together
with their external advisors, have been working on the plarfoma first interim distribution. As part of this
planning, the WuB and ResCom have been consulting with mewibibres ICC.  Although the ICC has no
formal responsibilities, the WuB and ResCom consideritigtmportant that the distribution mechanism and
process takes into account the needs of the differers typkclasses of creditor, to the extent that doing so i
consistent with the Icelandic legal framework and oveesibonsibilities of the WuB and ResCom.

4.1 Unresolved Priority Claims

Priority claims are those which have been made undeslégtilO9 to 112 of the Icelandic Bankruptcy Act. A
total of 519 priority claims have been submitted. Tedag¢cisions have been taken by the WuB on 498
priority claims. Of these, only 56 have been closed dndfzer 33 have been withdrawn. All of the other
priority claims on which decisions have been made aredubjebjections submitted at open creditors’
meetings. They are therefore subject to mediation ot poocedures.

The great majority by both number and value of therpyiclaims are under Article 112 and relate to
wholesale depositors (ISK51.5bn) and money market depo@&{50.6bn). The rejection by the WuB of
the priority claimed for these liabilities has been mef@rto the Icelandic Courts. A hearing in the District
Court on two wholesale depositors’ claims was held on 1tiM2011, and a judgment is expected shortly.

4.2 Unresolved unsecured claims

Unsecured claims are those which have been made undde A3 of the Icelandic Bankruptcy Act. A total
of 7,887 unsecured claims have been submitted. To daM/uBehas made decisions on 7,353 unsecured
claims (including 1,769 decisions where the claim for rankagybeen rejected since it was contractually
agreed that the liability would be subordinate to othems (i.e. Article 114)). Of the decisions made, 1,747
claims have been closed and a further 35 have been aithdro38 claims have been accepted as Article 113
claims, and in respect of which the WuB has either@ede or accepted with amendments, the claimed
amount, and no objections to those decisions remaitaodiag. All of the other unsecured claims on which
decisions have been made are subject to objections subatittpdn creditors’ meetings. They are therefore
subject to mediation or court processes.

6,654 of the unsecured claims on which a decision has beenom#ueWuB relate to bonds issued by
Glitnir. Decisions have been made on the majority cf@hmonds, however, there are 12 complex structured
bonds for which decisions have not yet been made by the WuBprobess for adjudicating claims on bonds



involves an assessment of the amount due by an indepentbertoan agent, with support from the WuB'’s
external financial and legal advisers. The calculatiah@Bmount due on each bond for which a decision
has been made by the WuB has been made available t@getitGlitnir's secure website. This provides
transparency to creditors about calculations of principgdrest and other amounts on the bonds. As part of
the process leading to the first interim distribution, mestwill be held with representatives of many of the
bond holders. The WuB is also initiating Icelandic Court pseEe$or selected claims on the bonds which
will address key issues raised by bond holders in their tidnjscto the WuB'’s decisions. It is hoped that
these Court processes will lead to clarification oféhssues in time for a first interim distribution te jpaid

in 2011. Itis open to objecting creditors to withdrawrtbbjections at any time. Similarly, if the court
processes indicate that decisions made by the WuB néedcttanged, it is open to the WuB to make those
changes.

4.3 Decisions of the Winding-Up Board

On 2" December 2010 the WuB notified creditors that it had rsabietantial progress with making their
decisions on claims registered by creditors. At thadtimg creditors were notified that the next meeting
would be held on 1%April 2011 and that the WuB hoped to be in a positiorotoglete and publish their
remaining decisions at the"lApril meeting. The outstanding claim decisions relatatyao complex
structured bonds and derivative claims. The total valuwdaims registered for which formal decisions have
not been made is ISK803bn — representing approximately 23% wdltie of total claims registered.
Although substantial progress has been made, the WuB witbmaplete all their remaining decisions by'14
April 2011. Therefore, it will be necessary for the WuBhadd a further meeting. This meeting is likely to
be held on Wednesday *3August 2011, and further information in this regard will mavailable to
creditors at the meeting on"1April 2011.

4.4 Timing

The WuB considers that in order to propose a first imelistribution and have sufficient confidence that
creditors will support such a distribution, the WuB needsat@lachieved the following key milestones:

- The WuB needs to have made a decision on all remairaimgstegistered by creditors.

- Sufficient progress needs to have been made withatepeesolving objections made against claims
decisions of the WuB.

With respect to resolving objections, the WuB’s prelimynadew is that all significant priority claims and

60% - 75% of all unsecured claims (by value) need to havelww®onditionally resolved. This means that
objections must have been resolved by mediation or witladrar there must have been a final court decision
in respect of the objection — including a decision of tiger&me Court of Iceland, if appropriate. In this
regard, it is the WuB’s view that where there is ajedinn to any part of the WuB’s decision on a claim, the
whole of that claim should be treated as unresolved, evber# is provisional agreement between the
creditor and WuB on part of the claim.

Considerable progress remains to be made in orderdlveadisputed claims. To date, major priority claims
await decisions of the Icelandic Courts and, due to teeapence of certain creditors objecting to decisions on
other creditor’s claims, a very low proportion by valueime$ecured creditor claims have been unconditionally
resolved. Therefore the milestones set out above have motristet this time.

In relation to this there are aspects of the claim uéieni process that are not in the WuB’s control. These
include the approach to mediation and litigation taken lpgoting creditors and the timing of District and
Supreme Court hearings in Iceland (noting the heavy burdeththéilure of the Icelandic banks has placed
on the Icelandic Court system).

The WuB has reviewed the actions which need to be cauiedefore it can propose a first interim
distribution at an open meeting of creditors. The WuB beti¢here to be a reasonable prospect that



sufficient progress can be made to enable this to be déore lee end of 2011. However, the WuB notes
that matters outside its control could result in it beingble to propose a first interim distribution until 2012.

5 Process for making a first interim distribution

The process for making a first interim distribution is caewrnd time-consuming. Listed below are key steps
required as part of this process. This is not an exivaust, merely the most significant items that the
ResCom and WuB have identified at this stage.

a.

Some creditors have made priority claims and the WuBdpasted the priority nature of many of
these claims. Further details are provided in Sectibn Wthe Icelandic courts decide that the
priority status of these claims is valid, they will deée be discharged in full at the same time as or
before unsecured creditors receive a distribution. liyanpat to priority creditors is to be made
before the first interim distribution to unsecured credjtthis priority creditor payment is likely to be
the subject of a proposal at an open meeting of crediteld earlier than the meeting to consider the
first interim distribution. Further information is camied in Section 7.4.

The WuB and ResCom will consult with and seek feedbaclsapplort from ICC members, and
creditors generally, on steps that can be taken to aate@ispute resolution.

The WuB and ResCom will develop the systems and processesttol, implement and validate
payments to creditors.

An open creditors’ meeting will be required for credstto consider the first interim distribution
proposal. This is likely to be held shortly before the patyinis made

When the WuB is satisfied that the milestones in Sectibaldove have been achieved and that it is
viable to propose a first interim distribution to unsecuredlitors it will consult with the ICC, and
with support from the ICC will put a notice for creditors @litnir’s website. This decision date is
likely to be approximately 10 weeks prior to the open ocoeslitmeeting to consider the first interim
distribution.

In the meantime the WuB will take steps to collect daimfcreditors to facilitate payments to them,
including verifying bank account details in various curresén which payments are likely to be
made (or addresses to which cheques should be sent).

When the WuB is ready to propose the first interim distigioithe WuB will need to close the
claims register in order to calculate payments dweath creditor. Itis likely that the claims register
will initially be closed to new transfer requests atdut one month later will be completely closed
(the latter being the Record Date). The first intedigtribution will be paid to those creditors on the
claims register at the Record Date. The Recoreé 3dikely to be at least 6 weeks prior to the open
creditors’ meeting.

For any unsecured claim that remains disputed at tberB®ate, a payment equal to the first
distribution on the full amount claimed will be made infaratective account(see Section 7.5). Itis
anticipated that as and when unsecured claims become umnmaoalt) resolved, payments from the
protective account to the relevant creditors (or backtimt general asset pool of Glitnir) will be
made on a regular basis.

Once individual creditor payments have been calculatedenifted as at the Record Date, a notice of
an open creditors’ meeting will be issued and publishednfnat time, the formal proposal on the
distribution will be available for inspection at Glitrgroffice as well as being published on its secure
website. The notice period for the meeting will béeast 2 weeks.

All creditors will be entitled to attend the open d¢tes’ meeting to make enquiries of the WuB and
to object to the proposed distribution if they considepgrapriate to do so.

' The WuB is considering the provisions of Icelandic insolvéaayrelating to the account into which payments in respfeat
unresolved priority and unsecured claims must be paidthEanoment, this account is being described as a “pratemtisount”, but
its precise legal characteristics remain to be decided.



k. Inthe event that any creditor does object and a mediateeting does not resolve that objection, the
WuB may apply to the District Court to have the distribupooposal ratified notwithstanding the
creditor objection. Any objecting creditor would hawebe represented by an Icelandic lawyer at
such a court hearing. If a representative of an objecteujtor does not appear in court, that creditor
thereby withdraws his objections. The WuB and any objectiedjtor could appeal to the Supreme
Court against the decision of the District Court if teeywish.

[.  The WuB intends to distribute only Euros to unsecured aradit its first interim distribution.
Distributions of one or more other significant currenciesligely to be made within a few months
after the first interim distribution. Each time the WimBends to make a further distribution, it is
likely to put the proposal before an open meeting of cned@onvened to consider it.

m. Shortly after the first interim distribution is made thaims register will reopen and transfers will be
processed.

The timeline below provides an illustration of the processcdbed in a. to m. of this section. This assumes
that the decision date referred to in e. above fsSptember 2011. For the avoidance of doubt, the
occurrence of this decision date is dependent upon progresthavitlaims dispute resolution and other
matters as described above. SB $8ptember 2011 has been chosen for illustrative purposes only.
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6 Financial Information

At this stage it would be speculative to estimate theusatnand timing of future cash distributions to
unsecured creditors. Nonetheless the following is intendprbiade creditors with an outline of the process
the WuB intends to follow when setting the amount of tre firterim distribution.

On 13" March 2011 Glitnir published its updated Statement of Assets iabilities as at $1December
2010, which is available on the Glitnir website. In additimaudited financial statements were published on
the same date and are also available on Glitnir's website

Further, the ResCom has prepared a detailed business pldnestinates and projects that a significant
proportion of all asset realisations of Glitnir will Behieved by 2015. A summary of this business plan was



published in the presentation to creditors at fi®2cember 2010 creditors’ meeting, and an updated version
will be published shortly.

The WuB and RC ask creditors to consider the materiarianaes inherent in making projections on the
ultimate asset realisations of Glitnir or the timingsath realisations, and note the various limitations
published in those documents.

When proposing a first interim distribution to unsecureditoes, the WuB will need to take into account a
number of factors, including:

— The currencies held by it and the amount of cashah earrency.

— That prior to or at the same time as making any distabubd unsecured creditors, the WuB intends
to make payment in full to priority creditors whose clalmase been resolved (see further in Section
7). Provision will need to be made for any remaining desgbptiority claimants.

— Provision will also need to be made to:
0 retain sufficient cash to cover the operating costslibir,

o for any additional lending to Glitnir's borrowers wherettauld protect and maximise the
ultimate realisation of loan assets, and

o for indemnities and other potential priority calls ont@tis cash.

At this stage, the WuB is not in a position to statéaiy degree of certainty the actual amount of the firs
interim distribution.

However, and for illustrative purposes only, if a first imedistribution were to be made at the end of 2011,
the WuB currently anticipates being in a position to distel 8800 — €800 million to unsecured creditors
(either by payments to creditors or into protective accdentdisputed unsecured creditors — see Section 7).

Based on current registered claim analysis, and assuherigelandic Courts find in favour of the WuB'’s
decision regarding major priority claims under Article 11&=(section 4.1), this would represent a
distribution percentage to unsecured creditors of perhapeée 4% and 5% of agreed value (or registered
claim value if the claim is subject to an objectioth&t Record Date).

If the Icelandic Courts find in favour of those priorityiodants under Article 112 objecting to the decisions
of the WuB, the WuB anticipates a lower range of potedisfibutions to unsecured creditors, perhaps
between €300 — €500 million.

Based on current registered claim analysis, and assuherigelandic Courts rule in favour of the priority
claimants objecting to the decisions of the WuB, this @oepresent a distribution percentage to unsecured
creditors of perhaps between 2% and 3% of agreed valuegistered claim value if the claim is subject to
an objection at the Record Date).

The WuB requires creditorsto note that the actual first interim distribution amount and per centage
may be higher or lower than those illustrated above.



7 Key features of the likely distribution mechanism

7.1 Currency of payment

In accordance with Icelandic law, all creditor claiware translated into Icelandic Krona (ISK) as &f 22
April 2009. The starting point under Icelandic law is thatriiutions should be made to creditors in FSK.
However, due to currency controls currently in placeW# do not consider it would be in most creditors’
interests to make distributions in ISK. Nor would itdvacticable to do so.

The currency strategy of the ResCom is to hold cash ioutiency in which it is realised. For example, if a
Euro asset produces Euro interest or Euro redemptionsashereceived is held by Glitnir in Euros. The
ResCom and WuB publish Glitnir's cash and asset potioa quarterly basis.

The WuB considers that while Icelandic law provides for t#tribution, it also permits the WuB to make
distributions to creditors in one or more currencies dfiean ISK, so long as creditors are treated equally.
The WuB has considered selecting a single distribution cyrradowever, the WuB considers that to
convert all currencies into a single distribution currencyldibe contrary to the current currency strategy
and would require Glitnir to take unacceptable currerskyan behalf of creditors.

Therefore, the WuB is considering a proposal that distabsito unsecured creditors will take place in each
of the significant currencies held by Glitnir. The WgByét to finalise what constitutes a significant
currency, although they are likely to include Euro, US DpBaitish Pound, Norwegian Krona, Canadian
Dollar and Icelandic Krona. The WuB is considering howeattsmall holdings of non-significant
currencies. Its current thinking is that all non-signiftcaurrency holdings will be translated into one of the
significant currencies.

ISK distributions will not be made in the initial sermfscurrency distributions to unsecured creditors. This is
primarily because of Icelandic currency control restrictiontherability of creditors to convert ISK into other
currencies. As and when currency conversion restrictieneamed, the WuB will review its position on
distributing ISK cash to unsecured creditors.

2 Article 99 of the Icelandic Bankruptcy Law states th@taims against a bankruptcy estate denominated in foceigency shall,
insofar as they cannot be settled as provided for inléstit09-111, be converted into Icelandic currency at theteegiisrate of sale
on the day when the bankruptcy order was issued.” In Glitriisstisin, the relevant date was"2\pril 2009 and the Icelandic
Central Bank foreign exchange rates were used to convadralSK claims into ISK.

Icelandic Bankruptcy Law does not give the WuB specificajuié about the method of distribution of non-ISK currencies. The
presumption underlying the law is that distributions wilhtede in ISK. However, the WuB is entitled to distribigash” and the
WuB takes the view that this allows it to make distritmsiin ISK or in currencies other than ISK or a mixtfrboth.

There are no regulatory requirements which must be fdlfileorder for the WuB to make a distribution of curresitield outside
Iceland, although Icelandic creditors receiving non-ISKenzies will be subject to exchange control restrictiorfee WuB is,
however, discussing its proposals for distributions viithG@entral Bank because of the effect which they could havel8go
exchange rates.

The Bankruptcy Law does not give any guidance about the ratelofinge to be used when converting ISK obligations &thsl
being denominated in ISK as described above) into non-ISK cigsenidowever, the Bankruptcy Law does require all pyior
creditors to be paid in full, or for full provision be made for unresolved priority claims in a protects@ant, before a distribution
can be made to unsecured creditors. This has the pradfatl of preventing the WuB from using historic exchardesr (such as
those used at 22April, 2009) to convert ISK claims into foreign currerscieThis is because payment in full must be made in ISK
terms. So where (as is currently the case) there leasaoeappreciation of the ISK since the conversion aheléto ISK, payment
at a historic rate of exchange would mean that less ligsfiult amount in ISK would be received by the priority creditThe amount
in ISK has to be measured at current exchange rates on ¢hendahich payment is made to the priority creditor.



7.2 Interim distributions to unsecured creditors

The WuB is required to treat all creditors equallgach creditor class (e.g. priority or unsecured). WWhe&
proposes to distribute to each unsecured creditor its piimpate share of each significant currency when it is
distributed. It is likely that the first interim distribom will be in Euros, to be followed as rapidly as possible
by distributions in other significant currencies.

Each creditor has had its claim against Glitnir dateed in ISK. Therefore once all claims have been
resolved, an unsecured creditor’s ‘proportionate shareoGlitnir estate will be determined by the
creditor’s claim in ISK divided by the total ISK unsealidaims.

If Glitnir is making a Euro distribution to unsecured ctedi, each unsecured creditor will receive (or have
paid into a protective account if its claim is unresojuedproportionate share of that Euro distribution.
Equally, if Glitnir is making a USD distribution, each uosead creditor will receive its proportionate share
of that USD distribution. The same principle will apply &odistribution in any other currency.

An example of how this will be applied is shown below. Is thiample, we illustrate how agreed and
disputed claims will be treated for an interim distribatin Euros to unsecured creditors. For illustrative
purposes, all amounts shown in the above example have beeleddio two decimal points. The workings
supporting this analysis, however, are performed to an acafaine decimal points.

Example 1:
llustration of Mechanism for Payments to Unsecured Creditors
All amounts are in millions
Notes A B F E G
ISK € Exch. ISK Exch. ISK ISK
Claim in Exch. rate Claims Amounttobe rate Prelim distrib Preliminary rate  Final distribution %of Claims Register
Curr. original currency 22/04/2009  Register  %of total  distributed Nov Formal Proposal % of claim Dec Payment Date claim  after distribution
C Agreed claim 1 usb 100.00  130.71  13,071.00 0.52% 2.61 158.83 415.21 3.18% 160.81 420.39  3.22% 12,650.61
Agreed claim 2 € 200.00  169.23  33,846.00 1.35% 6.77 158.83 1,075.15 3.18% 160.81 1,088.56  3.22% 32,757.44
Agreed claim 3 GBP 80.00 191.08  15,286.40 0.61% 3.06 158.83 485.59 3.18% 160.81 491.64  3.22% 14,794.76
Agreed claims rest  ISK 1,937,796.60 1.00_1,937,796.60 77.51% 387.56 158.83 61,556.05 3.18% 160.81 62,323.41  3.22% 1,875,473.19
Total agreed claims 2,000,000.00 80.00% 400.00 158.83 63,532.00 3.18% 160.81 64,324.00  3.22% 1,935,676.00
D Disputed claim 1 usD 50.00  130.71 6,535.50  0.26% 1.31 158.83 207.61 3.18% 160.81 210.19  3.22% 6,325.31
Disputed claim 2 € 40.00  169.23 6,769.20  0.27% 1.35 158.83 215.03 3.18% 160.81 217.71  3.22% 6,551.49
Disputed claim 3 GBP 30.00 191.08 5,732.40  0.23% 1.15 158.83 182.10 3.18% 160.81 184.37  3.22% 5,548.03
Disputed claims rest ISK 480,962.90 1.00__480,962.90 19.24% 96.19 158.83 15,278.27 3.18% 160.81 15,468.73  3.22% 465,494.17
Total disputed claims 500,000.00 20.00% 100.00 158.83 15,883.00 3.18% 160.81 16,081.00  3.22% 483,919.00
Total claims ISK 2,500,000.00 100.00% 500.00 158.83 79,415.00 3.18% 160.81 80,405.00  3.22% 2,419,595.00

A - In this illustration, it is assumed there aggtain creditors with 'agreed’ claims at the Re@ate and certain claims which are subject to an
objection/dispute. The value of the disputed cléonthe purposes of the distribution will be talarthe amount claimed by the creditor. All claims
were converted to ISK at the Central Bank offeesain 23¢ April 2009. In this illustration, there are ISK5P0,000m agreed and disputed unsecured
claims.

B - An unsecured agreed creditor will receive itsgortionate share of any distribution calculatedtee ISK value of its claim divided by the totél o
the agreed and disputed claims.

C - For example if a creditor has an agreed cldit$K 13,071m (as for Agreed claim 1), and theltofahe agreed and disputed claims is ISK
2,500,000m, its share of any distribution will bBZ%. If the Euro amount to be distributed is deieed by the WuB to be € 500m, as in this
illustration, Agreed claim 1 would receive 0.52%€&.61m.

D - A disputed claim creditor would not receive grayment in a distribution, but the maximum amadhat could be due to that creditor, if its claim
were ultimately resolved at the claimed amount| bél paid into a protective account. See sectibrfat further detail.

E - The ISK exchange rate of the distribution cnecseat the date that payment is made will deterrtfieeamount of ISK liability that is discharged.

For the avoidance of doubt, the amount of ISK dasghd relating to a disputed claim will be detereditbased on the exchange rate at the date the
payment was made into a protective account. ltlshalso be noted that the ISK liability dischargeith respect to a disputed claim will be based on
the principal paid to the creditor. A proposal teditors on the distribution will be published eas$t two weeks in advance of the creditors’ meeting
Assuming movements in exchange rates, there igdtential for the ISK liability that is discharg&michange between the date of the proposal (shown
in column F) and the date at which the actual paytrizecalculated (shown in column E).

F - see note E above. F relates to the exchangeised to estimate the ISK liability dischargethatdate of the proposal.

G - The payment in this illustration representsszitarge of 3.22% of all unsecured creditors’ caim



7.3 Discharge of Glitnir’s liability

When each distribution is made to unsecured creditorspanpian of the ISK liability of Glitnir to the

creditor will be discharged. This discharge will occud &e accounted for on the date that the payment is
made to a creditor where the amount of the claim hasfodg agreed by the WuB. For an unresolved claim,
the payment will be made into a protective account pendsgution of all disputed elements of the claim.
The Euro/ISK exchange rate for this purpose will be thestgling at the date on which the payment was
made. For unresolved claims it is intended by the WuBthisexchange rate will apply even though a
payment to the relevant creditor out of the protective@aicmay occur many months or even years later.

7.4 Periority claimants (Articles 109-112)

A number of creditors have registered claims under A&di¢l09-112 of the Icelandic Bankruptcy Act (priority
claims) which, if valid, would entitle them to be paidfull ahead of unsecured creditors with claims under
Article 113.

As creditors will be aware, the WuB has rejected gelanumber of priority claims (both as to priority dad
other reasons). However, a significant proportion by valseich claims are now subject to a Court dispute
resolution process. Once a priority claim has been resdlve WuB is obliged to pay it as soon as possible.
So depending on the timing of resolution of disputed priorityrdathey may be paid ahead of any
distribution to unsecured creditors. But if disputed priari&yms are only resolved shortly before the first
interim distribution to unsecured creditors, they Wwdl paid in full at the same time as the first interim
distribution is made.

The WuB considers that it could discharge priority ckabg making full payment in ISK. However, the

WuB is also aware that many priority creditors arerimational and have claims that originated in currency
other than ISK, and that the Icelandic State currency@sninake ISK unattractive to creditors (priority or
unsecured). The WuB intends to consult with potentiafiprioreditors and the ICC on an appropriate
mechanism to distribute currency to priority creditora inay which balances the interests of all creditors and
which is capable of being ratified by the Icelandic Courtthe event an objection is made. Further details
will be made available to creditors as the proposalpdgments to priority creditors and the making of

interim distributions to unsecured creditors are developed

7.5 Protective account features

As described above, payments will be made into protecta@uats relating to all unresolved creditor claims
at the time of the first interim distribution (where aneshion to a decision of the WuB has not been
unconditionally resolved at the Record Date).

In the event that after the Record Date a claimsslved wholly in favour of the creditor, the creditor will
receive its full share of any distribution, in the curreniayas made, out of the protective account and
proportionate to its registered claim.

In the event that the WuB’s decision is upheld in part, tvdtde a payment to the creditor out of the
protective account proportionate to its resolved clainitipos The residual balance held in the protective
account for that claim will be paid back to the genesakts of Glitnir and will be available for distributitm
creditors generally.

It is anticipated that interest will be earned on gachective account. Icelandic law requires that ditoe
receives a proportionate share of interest earned on fiutitls protective account.
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