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Kvika banki hf.

ISK 50,000,000,000 Debt Issuance Programme

Under this ISK 50,000,000,000 Debt Issuance Programme (the “Programme”) Kvika banki hf., reg. no.
540502-2930, Katrinartun 2, 105 Reykjavik, Iceland (“Kvika”, the “Issuer” or the “Bank™) may issue in a
continuous and repeated manner bonds and/or bills (the “Securities”) denominated in any Specified
Currency as described in this Base Prospectus (the “Base Prospectus™). The maximum aggregate nominal
amount of all Securities from time to time outstanding under the Programme will not exceed ISK
50,000,000,000 (or its equivalence in other currencies), subject to increase as described herein.

Securities issued under the Programme will be issued in uncertificated and dematerialised book entry form
issued electronically in a Central Securities Depository, Nasdag CSD SE, Gtibt & Islandi (the “Nasdaq
CSD”), or any other as decided by the Issuer. An application will generally be submitted to Nasdaq Iceland
hf. reg. no. 681298-2829, Laugavegur 182, 105 Reykjavik, Iceland (the “Nasdaq Iceland”) for Securities
issued under the Programme to be admitted to trading on Nasdaqg Iceland Main Market, the regulated
market of the Nasdaq Iceland. References in this Base Prospectus to Securities being listed (and all related
references) shall mean that such Securities have been admitted to trading on the regulated market of the
Nasdaq Iceland, a regulated market for the purposes of Directive 2004/39/EC implemented in Iceland
through the Act on Securities Transactions and Act on Stock Exchanges no. 110/2007. The Issuer may list
the Securities on additional regulated markets. Additionally, the Issuer is permitted to issue Securities
under the Programme which are not to be listed on a Regulated Market.

The Bank has been assigned Baa2 deposit and issuer ratings by Moody’s Investors Service
(Nordics) AB (Moody’s). Moody’s is established in the European Union and is registered under
Regulation (EC) No. 1060/2009 (as amended) (the CRA Regulation). As such Moody’s is
included in the list of credit rating agencies published by the European Securities and Markets
Authority (ESMA) on its website (at http://www.esma.europa.eu/page/List-registered-and-
certified-CRAS) in accordance with the CRA Regulation. Securities issued under the Programme
may be rated or unrated by the rating agency referred to above. Where a Tranche of Securities is
rated, such rating will be disclosed in the Final Terms. A security rating is not a recommendation
to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any
time by the assigning rating agency.

The Issuer will determine the terms of each series of Securities in accordance with the terms specified in
the chapter Terms and Conditions of the Securities. The Issuer may decide that Securities may be issued
in a form not contemplated by the terms described herein, in which event, a supplement to the Base
Prospectus if appropriate, will be made available. The final terms of each tranche of Securities (the “Final
Terms”) will then be specified in the relevant Final Terms document which will be sent to the Financial
Supervisory Authority of the Central Bank of Iceland (the “FSA”) for review and subsequently published
on the website of the FSA and the Issuer, www.kvika.is. The Base Prospectus and applicable Final Terms
will remain available for at least 10 years after their publication.

The Securities have not been and will not be registered under the U.S. Securities Act of 1933, as amended,
and are subject to U.S. tax law requirements. Subject to certain exceptions, the Securities may not be
offered, sold or delivered within the United States or to a U.S. person.

Kvika banki hf.

The date of this Base Prospectus is 16 June 2022.
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This Base Prospectus dated 16 June 2022, constitutes a base prospectus for the purposes of Article 8 of
Regulation (EU) 2017/1129 of the European Parliament and of the Council of 14 June 2017, as amended
(“the Prospectus Regulation™).

Following transposition of Directive 2014/65/EU on Markets in Financial Instruments (“MiFID II”) into
Icelandic law, the Final Terms applicable to any Security may include a legend entitled “MiFID II Product
Governance” which will outline the target market assessment in respect of the Securities and which
channels for distribution of the Securities is appropriate. Any person subsequently offering, selling or
recommending the Securities (a “Distributor””) should take into consideration the Issuer's target market
assessment. However, a Distributor subject to MiFID 11 is responsible for undertaking its own target
market assessment in respect of the Securities (by either adopting or refining the Issuer’s target market
assessment) and adopting and determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the MiFID Il
Product Governance rules under Commission Delegated Directive (EU) 2017/593 (the “MiFID II Product
Governance Rules”), any dealer purchasing any Securities is a manufacturer in respect of such Securities,
but otherwise neither the dealers nor any of their affiliates will be a manufacturer for the purpose of the
MIiFID Il Product Governance Rules.

Should certain Securities constitute ‘packaged retail investment products’ under Regulation (EU)
1286/2014 of the European Parliament and of the Council of 26 November 2014 on key information
documents for packaged retail and insurance-based investment products as amended (the “PRIIPs
Regulation”) such Securities may not be offered, sold or otherwise made available to any retail investor
in the EEA or the United Kingdom or in Iceland (following transposition of the PRI1IPs Regulation), unless
a key information document required under the PRIIPs Regulation has been prepared for the Security in
question.

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Securities
in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such
jurisdiction. The Base Prospectus nor any advertisement or other offering material may not be distributed
or published in any jurisdiction where such distribution would require any additional prospectus,
registration or measures other than those required under Icelandic law and regulations, or otherwise
conflict with regulations in such jurisdiction. Likewise, no Securities may be offered or sold, directly or
indirectly in any jurisdiction, except under circumstances that will result in compliance with any applicable
laws and regulations. Persons into whose possession this Base Prospectus or any Securities may come,
must inform themselves about and observe any such restrictions on the distribution of this Base Prospectus
and the offering and sale of Securities. The Issuer does not accept any legal responsibility for any violation
by any person, whether or not a prospective purchaser of the Securities is aware of such restrictions. In
particular, this Base Prospectus may not be sent to any person in the United States, Australia, Canada,
Japan, Hong Kong, South Africa, Singapore or any other jurisdiction in which it would not be permissible
to deliver the Securities and the Securities may not be offered, sold, resold, transferred or delivered,
directly or indirectly, in or into any of these countries (see chapter Selling Restrictions).

This Base Prospectus has been prepared to provide clear and thorough information on the Issuer. Investors
are encouraged to acquaint themselves thoroughly with this Base Prospectus. They are advised to pay
particular attention to the section entitled Risk Factors. This Base Prospectus should by no means be
viewed or construed as a promise by the Issuer or other parties of future success either in operations or
return on investments. Investors are reminded that investing in securities entails risk, as the decision to
invest is based on expectations and not promises. Investors must rely primarily on their own judgement
regarding any decision to invest in the Issuer's Securities, bearing in mind, inter alia, the business
environment in which it operates in, anticipated profits, external conditions and the risk inherent in the
investment itself. Prospective investors are advised to contact experts, such as licensed financial



institutions, to assist them in their assessment of the Securities as an investment option. Investors are
advised to consider their legal status, including taxation issues that may concern the purchase or sale of
the Securities and seek external and independent advice in that respect.

The information contained in this Base Prospectus is based on information currently available. The Issuer
will, as deemed necessary, supplement this Base Prospectus with updated information pursuant to Article
23 of the Prospectus Regulation. Otherwise, neither the delivery of this Base Prospectus nor the offering,
sale or delivery of any Securities shall in any circumstances imply that the information contained herein
concerning the Issuer is correct at any time subsequent to the date hereof or that any other information
supplied in connection with the Programme is correct as of any time subsequent to the date indicated in
the document containing the same. Forward-looking statements made in this Base Prospectus involve
known and unknown risks, uncertainties and other important factors that could cause the actual results,
performance or achievements to differ materially from any future results, performance or achievements
expressed or implied by such forward looking statements.

Neither this Base Prospectus nor any other information supplied in connection with the Programme or any
Securities (i) is intended to provide the basis of any credit or other evaluation or (ii) should be considered
as a recommendation by the Issuer, that any recipient of this Base Prospectus or any other information
supplied in connection with the Programme or any Securities, should purchase any Securities. Each
investor contemplating purchasing any Securities should make its own independent investigation of the
financial condition and affairs, and its own appraisal of the creditworthiness of the Issuer. Neither the Base
Prospectus nor any other information supplied in connection with the Programme or the issue of any
Securities constitutes an offer or invitation by or on behalf of the Issuer to any person to subscribe for or
to purchase any Securities.

No person is or has been authorised by the Issuer to give any information or to make any representation
of information not contained in or not consistent with this Base Prospectus or any other information
supplied in connection with the Programme or the Securities and, if given or made, such information or
representation must not be relied upon as having been authorised by the Issuer.

The Securities are governed by Icelandic law and any disputes arising in relation to the Securities shall be
settled exclusively by Icelandic courts in accordance with Icelandic law.

This Base Prospectus may only be used for the purposes for which it has been published.
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The following is a brief overview only and should be read in conjunction with the rest of this
Base Prospectus, any supplements thereto, including any information incorporated by reference,
and read together with the applicable Final Terms and, to the extent applicable, the Terms and
Conditions of the Securities set out herein. This Overview constitutes a general description of
the Programme for the purposes of Art. 25 (1) of Commission Delegated Regulation (EU) no.

219/980.

Words and expressions defined in “Terms and Conditions of the Securities” shall have the same

meanings in this overview.
Description:
1. THE PARTIES

Issuer:

Legal Entity Identifier
(“LETI”):

Website

CSD Agent:
Calculation Agent:
2. KEY FEATURES

Status of the Securities:

Programme Size:

ISK 50,000,000,000 Debt Issuance Programme.

Kvika banki hf., Reg. no. 540502-2930, registered office at
Katrinartin 2, 105 Reykjavik, Iceland

Kvika is a specialized bank which offers its customers a wide
range of services in all major areas of financial and insurance
services through the Group’s operations. The Bank is a
financial undertaking in accordance with the Act on Financial
Undertakings, as amended, and is supervised by the Financial
Supervisory Authority of the Central Bank of Iceland. Kvika
holds a license to operate as a commercial bank, and to carry
out specific authorised activities.

254900WR3I1Z9NPC7D84

www.kvika.is!
Kvika banki hf., or any successor agent appointed as such.

Kvika banki hf., or any successor agent appointed as such.

The Securities may be issued on an unsubordinated or a
subordinated basis, as described in Conditions 3.1
(Unsubordinated Securities) and 3.2 (Subordinated Bonds),
respectively, and as specified in the applicable Final Terms.

The maximum aggregate nominal amount of all Securities
from time to time outstanding under the Programme will not

! Information on the website does not form part of the Base Prospectus unless that information is
incorporated by reference into this Base Prospectus .



Distribution:

Currencies:

Form of the Securities:

Terms of the Securities:

Maturities

Issue Price:

Redemption:

exceed ISK 50,000,000,000 (or its equivalent in other
currencies) outstanding at any time. The Issuer may increase
the size of the Programme. Such an increase is subject to an
authorisation by the Issuer's Board of Directors.

The Securities may be distributed by way of private or public
placement and in each case on a syndicated or non-syndicated
basis.

Subject to any applicable legal or regulatory restrictions
including the rules on foreign exchange issued by the Central
Bank of Iceland, Securities may be issued in any currency
decided by the Issuer

Securities issued by Kvika under the Programme are in
uncertificated and dematerialised book entry form issued
electronically in a Central Securities Depository, Nasdaq
CSD Iceland hf., or any other clearing system as may be
specified in the relevant Final Terms.

Securities issued under the Programme may be Bonds or
Bills, issued in the currency specified in the applicable Final
Terms. The Securities may be derivative linked, inflation
linked or non-inflation linked, they can be in the form of an
Annuity or have Equal Principal Payments (including a Bond
with one payment of principal on Maturity Date (a zero-
coupon bond)), Securities can have a Fixed Rate or Floating
Rate or a combination of any of the foregoing, depending
upon the interest basis and redemption/payment basis shown
in the applicable Final Terms.

The terms of the Securities will be set out in the Terms and
Conditions of the Securities, as completed by the applicable
Final Terms.

The Securities will have such maturities as decided by the
Issuer, subject to such minimum or maximum maturities as
may be allowed or required from time to time by the relevant
central bank (or equivalent body) or any laws or regulations
applicable to the Issuer or the relevant Specified Currency.

Securities may be issued on a fully-paid basis and at an issue
price which is at par or at a discount to, or premium over, par.

The applicable Final Terms will indicate either that the
relevant Securities cannot be redeemed prior to their stated
maturity (other than for taxation reasons or following an
Event of Default, or in the case of Subordinated Bonds, upon
the occurrence of a Capital Event) or that such Securities will

| P
) ‘ ‘ KVLKA
i ‘



Denomination of Securities:

Redenomination:

Taxation:

Use of Proceeds:

Listing:

Passporting:

be redeemable at the option of the Issuer and/or the Security
Holders. The terms of any such redemption, including notice
periods, any relevant conditions and relevant redemption
dates and prices will be indicated in the applicable Final
Terms.

The Securities will be issued in such denominations as
decided by the Issuer and stated in the applicable Final
Terms, save that the minimum denomination of each Security
will be such amount as may be allowed or required from time
to time by the relevant central bank (or equivalent body) or
any laws or regulations applicable to the relevant Specified
Currency

Where redenomination is specified in the applicable Final
Terms as being applicable, the Issuer may redenominate the
Securities in any Specified Currency. The relevant provisions
applicable to such redenomination are in Condition 4
(Redenomination).

All payments in respect of the Securities will be made without
deduction for or on account of withholding taxes imposed by
any Tax Jurisdiction as provided in Condition 9 (Taxation).
In the event that any such deduction is made, the Issuer will,
save in certain limited circumstances provided in Condition
9 (Taxation), be required to pay additional amounts to cover
the amounts so deducted.

The net proceeds from each issue of Securities will be applied
by the Issuer for its general corporate purposes, which include
making a profit. If, in respect of any particular issue of
Securities there is a particular identified use of proceeds, this
will be stated in the applicable Final Terms.

Series of Securities issued under the Programme have been
admitted to trading on the regulated market of the Nasdag
Iceland. The Issuer may list the Securities on additional
regulated markets, further, the Issuer may choose to forego
listing.

The applicable Final Terms will state whether or not the
relevant Securities are to be admitted to trading and, if so, on
which stock exchanges and/or markets.

Once a prospectus has been approved by the FSA in Iceland,
it may be passported into any member state of the European
Economic Area and thereafter used to offer securities to the

| P
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Governing Law:

Selling Restrictions:

Risk Factors:

public and/or for an admission to trading in the relevant
jurisdiction.

The Securities and any non-contractual obligations arising
out of or in connection with them, will be governed by, and
construed in accordance with, Icelandic law.

There are restrictions on the offer, sale and transfer of the
Securities. In particular, this Base Prospectus may not be sent
to any person in the United States, Australia, Canada, Japan,
Hong Kong, South Africa, Singapore or any other jurisdiction
in which it would not be permissible to deliver the Securities
and the Securities may not be offered, sold, resold, transferred
or delivered, directly or indirectly, in or into any of these
countries. Further, some restrictions may apply to the
European Economic Area and the United Kingdom.

There are certain factors that may affect the Issuer's ability to
fulfil its obligations under Securities issued under the
Programme, including the exposure of the Issuer to credit
risk, market risk, operational risk and liquidity risk. In
addition, there are certain factors which are material for the
purpose of assessing the risks associated with Securities
issued under the Programme such as the fact that the
Securities may not be a suitable investment for all investors,
certain risks relating to the structure of particular Series of
Securities and certain market risks.
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RISK FACTORS

In purchasing Securities, investors assume the risk that the Issuer may become insolvent or
otherwise be unable to make all payments due in respect of the Securities. There is a wide range
of risk factors which individually or together could result in the Issuer becoming unable to make
all payments due in respect of the Securities. It is not possible to identify all such risk factors, as
the Issuer may not be aware of all relevant risk factors and certain risk factors which it currently
deems to be non-material may become material as a result of the occurrence of events outside
the Issuer's control. The Issuer has identified in this Base Prospectus a number of risk factors
which could materially adversely affect its business and ability to make payments due under the
Securities. Additional risks and uncertainties not presently known to the Issuer, the Board of
Directors or the CEO or that they currently deem immaterial, may also impair the Issuer's
business operations. The Issuer has assessed the materiality of the risk factors based on the
probability of their occurrence and the expected magnitude of their negative impact and has
organised the following risk factors accordingly, beginning with those estimated to be most
significant to the Issuer.

In addition, risk factors which are material for the purpose of assessing the market risks
associated with Securities issued under the Programme are also described below.

Prospective investors in the Securities should also read the detailed information set out
elsewhere in (or otherwise incorporated by reference into) this Base Prospectus and reach their
own views prior to making any investment decision.

Factors that may affect the Issuer’s ability to fulfil its obligations under Securities
issued under the Programme

Set forth below are certain risks that could materially adversely affect the Issuer’s future
business, operating results or financial condition.

Risks Relating to the Issuer’s Business Activities and Industry

Should one or more of the Issuer’s counterparties fail to meet obligations it could result in an
adverse effect on the Issuer’s business, operations, and stability

Granting of credit is one of the Issuer’s main sources of income; consequently, one of the Issuer’s
primary sources of risk is counterparty credit risk, which can significantly affect the financial
stability of the Issuer. Credit risk is defined as the risk that the Issuer will incur losses due to a
counterparty defaulting on debt, or debt equivalent instruments, granted by the Issuer. Credit risk
includes loans to customers, guarantees, loan commitments and derivative transactions.
Additional assets such as deposits in bank accounts and accounts receivables qualify, among
others, as credit risk. However, the largest part of the Issuer’s credit risk involves lending to
individuals and legal entities. Information on the Issuer’s loan portfolio and credit quality of
financial assets can be found in note 50. of the Issuer’s financial statements for the period ending
31 December 2021, which have been incorporated by reference into this Base Prospectus. Failure
to accurately assess credit risk could increase credit risk exposure, which could increase the
amount of credit losses accrued by the Issuer and have a material adverse effect on the Issuer’s
financial condition.



A sectorial, single-name and/or geographical concentration of the loan portfolio could affect
the Issuer’s business, financial condition and operations

The Issuer’s loan portfolio is concentrated in key sectors, which include vehicles and machinery,
real estate, construction, financial entities and holding companies. See note 50. a. of the Issuer’s
financial statements for the period ending 31 December 2021 which have been incorporated by
reference into this Base Prospectus. Downturns in these sectors that influence customers’ ability
to meet their obligations may ultimately have an adverse effect on the quality of the Issuer’s loan
portfolio and increase the amount of credit losses.

Economic downturns could affect the Issuer’s loan portfolio such as increased loan impairments
granted by the Issuer

The Issuer’s loan portfolio is composed of loans to Icelandic businesses and individuals.
Increased corporate insolvency and reduced disposable income may reduce the customers’
ability to repay loans granted by the Issuer. This may lead to a higher impairment of loans in the
Issuer’s loan portfolio.

The Issuer maintains a loan portfolio with emphasis on the general quality of lending, rather than
quantity. Emphasis is placed on a robust and efficient lending process that contributes to the
quality of the loan portfolio in relation to customer risk categorisation and pledged collateral
quality classification. Emphasis is placed on providing first-class specialised banking services
which utilise a flexible infrastructure. Failings during the lending process might lead to negative
evaluations of the quality of the borrower and therefore affect the credit quality of the loan
portfolio.

The loan portfolio is unique with respect to composition and duration. As of 31 December 2021,
the duration of the loan portfolio was relatively short or approximately two years.

The Issuer and its subsidiaries as a whole (the Group) apply the same valuation methods to
collateral held as other comparable assets held by the Group. For other types of assets, the Group
uses third party valuation where possible. Haircuts are applied to account for liquidity and other
factors which may affect the collateral value of the asset, or other credit enhancement.

The loan-to-value ratio (LTV) is the ratio of the gross amount of the loan to the value of the
collateral, if any. The general creditworthiness of a customer is viewed as the most reliable
indicator of the credit quality of a loan. Valuation of collateral held against loans is updated as
deemed necessary based on price volatility and liquidity. An incorrect valuation of collateral can
lead to increased credit losses due to a lower than anticipated collectable value of the pledged
collateral and therefore can have an effect on the Issuer’s financial position.

The Issuer is exposed to the risk of counterparties repaying loans earlier than expected

Prepayment risk is the risk that the Issuer will incur a financial loss because its counterparties
request repayment of loans earlier than expected. Changes in interest rates could influence the
customer’s willingness and ability to make unscheduled early payments on loans granted by the



Issuer. This could lead to decreased interest income for the Issuer and therefore have an effect
on the Issuer’s financial position.

The Issuer is exposed to a wide range of market risks. The most significant risk factors include
interest rate, equity, foreign exchange and inflation risks

Market risk constitutes risk due to changes in the market prices of financial instruments and
comprises interest rate risk, currency risk and other price risk. The Issuer has a strict policy on
controlling market risk and keeping its exposure within set limits. Risk Management monitors
market risk limits daily and reports regularly to the Asset and Liability Committee and to the
CEO. Failure to address and monitor market risk could effect the Issure’s financial position and
credibility.

The Issuer is mainly exposed to market risk caused by changes in equity prices, bond yields and
currency exchange rates that can adversely affect the Issuer’s financial position. The Issuer has
both direct and indirect exposure to market risk. The Issuer is directly exposed to market risk
through its activites and holdings in the following departments: Corporate Banking, Proprietary
Trading, Capital Markets and Treasury departments, as well as through its subsidiary, TM
Insurance, which has a large portfolio of securities. These direct exposures arise from the holding
of financial instruments, in addition to the operation of market making services for domestic
issuers of securities. Furthermore, indirect market risk arises through the activities of Asset
Management and Corporate Finance, as the main source of income for these departments is
performance fees, in addition to total amount of assets under management.

Changes in market variables directly impact the assets of the Issuer’s trading portfolios, which
are marked-to-market daily, recognising gains and losses immediately in the income statement.
The Issuer’s trading portfolios consist of market making portfolios for both stocks and bonds, as
well as a trading portfolio for proprietary trading. Furthermore, there is market risk exposure in
the treasury portfolio and the investment portfolio. The treasury portfolio contains securities
positions, which are considered part of the Issuer’s active financial management, such as liquid
assets. Investment securities that are not actively traded are valued either at amortised cost or at
fair value. Further market risk due to assets and liabilities on- and off-balance sheet can arise,
due to currency mismatches, interest rate imbalances and indexation.

The Asset and Liability Committee addresses the Issuer’s market risk in accordance with the
defined rules of the committee and may, in cooperation with Risk Management, set more detailed
criteria for positions and define limits and targets. Exceeding of limits are immediately reported
to the Asset and Liability Committee and the CEO and decisions on appropriate actions are made
in accordance with the severity of the violation.

Risk Management measures the direct risk of trading portfolios daily, using statistical value at
risk (VaR) methods. VaR is a measure of the financial risk in the investment portfolio using a
99 per cent. confidence level and one-day holding period. Limits are set by Risk Management
for risk arising from both equity and debt securities in market making portfolios, and the limits
are monitored by Risk Management daily. Failure to correctly estimate VaR could cause
unexpected losses in the trading portfolio, which would affect the Issuer’s financial position.
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Failure to accurately assess and manage market risk could have a material adverse effect on the
Issuer’s financial condition.

Interest Rate Risk

Interest rate risk refers to the risk of loss due to general interest rate changes. The Issuer’s interest
rate risk is twofold. On the one hand, the Issuer has a portfolio of bonds, where market rates
affect prices, and any fluctuations are recognised through the income statement. On the other
hand, the Issuer has a mismatch in assets and liabilities with fixed interest terms. These include
loans and swap contracts for securities on the asset side and borrowings and deposits on the
liability side. The impact of interest rate changes on the Issuer’s performance is determined by
the characteristics of the Issuer’s assets and liabilities, particularly interest rate revision
provisions. Thus, interest rate hikes can reduce the value of loans with fixed interest rates, while
raising the cost of funding. The interest rate change has a lasting effect if interest rates are fixed
over the contract period, while the effect is limited to the next interest rate revision date, if the
interest rates are variable.

The Group performs monthly sensitivity analysis on financial assets and liabilities in trading and
non-trading portfolios that are subject to interest rate risk. The sensitivity analysis assumes a
shift in the yield curves for all currencies.

Failure to accurately assess and manage interest rate risk could increase the Issuer’s trading and
non-trading portfolio losses and could affect the Issuer’s loan portfolio through reduced interest
rate income, which would have a material adverse effect on the Issuer’s financial condition.

Equity Risk

Increased uncertainty in the financial markets contributes towards increased volatility in equity
markets, which will affect the Issuer’s business. Equity risk arises from the change in value of
individual equity exposures. The Issuer has equity risk exposure towards positions held in the
trading book and positions in the non-trading portfolio. Increased volatility and fluctuations in
the equity markets could indirectly affect the Issuer’s accrued performance fees related to equity
markets and cause severe direct losses in the Issuer’s trading portfolios.

Currency Risk

Currency risk arises from fluctuations in the currency rate of financial instruments that are not
denominated in the functional currency of the Issuer, the Icelandic krona. A part of the Issuer’s
financial assets and financial liabilities is denominated in foreign currencies.

Treasury manages the Issuer’s position in foreign currencies by buying and selling currency and
derivatives. Currency positions are monitored daily by Risk Management and Treasury and
reported monthly to the Asset and Liability Committee and the Central Bank of Iceland (CBI).
Any mismatch between assets and liabilities in each currency is monitored closely and
maintained within limits.

The Issuer is subject to restrictions set by the CBI (see Rules no. 784/2018 on Foreign Exchange
Balance), regarding the maximum size of open currency positions; these must not exceed 15 per
cent. of the capital base.

10



There is uncertainty regarding the remaining restrictions relating to the capital controls. There is
also no guarantee that the CBI will not re-impose some elements of the capital controls that have
already been lifted. Direct foreign investment in Iceland may be affected by the potential
scenario that capital restrictions are re-imposed in the future. This would severely limit the
growth of the Icelandic economy and therefore have a severe effect on the business growth
potential of the Issuer.

CPl/Inflation Risk

Exposure to changes in the Icelandic Consumer Price Index (CPI) bears the risk that fluctuations
in the CPI will affect the balance and cash flow of indexed financial instruments. The Issuer is
exposed to Icelandic inflation caused by the imbalance of CPI indexed assets and CPI indexed
liabilities. Indexed assets and liabilities of the Issuer consist of securities and interest rate swap
agreements, as well as indexed deposits and loans to customers.

The Issuer controls its indexation risk through derivatives contracts and sales and purchases of
indexed bonds, mostly government bonds, and thus keeps its inflationary position within the
limits of the maximum 100 per cent. of the capital base, as defined by the Group’s Asset and
Liability Committee.

The Issuer is exposed to liquidity risk. Unexpected changes in the underlying mechanisms of
funding sources could have an adverse effect on the Issuer’s ability to meet its obligations when
they reach maturity

Liquidity risk is the risk that the Issuer will encounter difficulty in meeting contractual payment
obligations associated with its financial liabilities that are settled by delivering cash or other
financial assets. This risk mainly arises from mismatches in the timing of maturing cash flows
from assets and liabilities. The Issuer’s largest funding source is deposits from individuals,
corporations and financial institutions. A sudden outflow of deposits from customers might have
an adverse effect on the liquidity position of the Issuer and therefore, its financial position.

Liquidity management is carried out by Treasury and monitored by Risk Management. The
liquidity position is reported to the Group’s Asset and Liability Committee.

The Issuer continuously maintains liquidity and funding ratios in accordance with the CBI’s
rules on credit institutions’ liquidity ratios no. 266/2017. The rules include requirements for the
coverage ratio between cash flows of assets and liabilities (LCR) as well as the required stable
funding in foreign currencies (NSFR).

The minimum 30-day LCR has been 100 per cent. from 2020 (100 per cent. for non-ISK assets).
The minimum NSFR in foreign currencies has been 100 per cent. from 2020. The Group has
followed internal and external liquidity requirements since 2020. The Issuer’s aim is to keep a
steady 30-day LCR above 130 per cent. and a foreign NSFR above 150 per cent., in compliance
with the Issuer’s internal risk limits set by Risk Management and the Asset and Liabiltity
Committee.

Maturity analysis of financial assets and financial liabilities is based on contractual cash flows
or, in the case of held for trading securities, expected cash flows. If an amount receivable or
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payable is not fixed, for example, for inflation indexed assets and liabilities, the maturity analysis
uses estimates based on current conditions.

The Issuer has established guidelines regarding the matching of maturities of assets and
liabilities. Furthermore, to ensure the ability to meet liquidity needs, the Issuer maintains a stock
of highly liquid unencumbered assets, such as cash, treasury bills and bonds.

Failure to accurately assess and manage liquidity risk could have a material adverse effect on the
Issuer’s funding ability and liquidity position, therefore causing a severe effect on the Issuer’s
financial position.

Risks Relating to the Issuer’s Insurance Operations

One of the Issuer’s main business lines is insurance operations, which operate through its
subsidiary, TM Insurance. Insurance risk is divided into two groups, Premium risk and Reserve
risk, in order to segregate between current and future claims.

Premium risk

The Issuer’s insurance contracts insure events associated with human life, for example death or
critical illness, in addition to assets such as motor vehicles, marine vessels and cargo, and
personal possessions. In its essence, insurance is a transfer of risk from the holder of a contract
to the Issuer. Such risks include financial loss due to accident, damage, theft, illness, disability
or death. The Issuer would compensate certain losses of customers against payment of a
premium. Specific risks arise in the Issuer’s operations as premiums are predetermined, whilst
the compensation for losses are provided at a later point and cannot be determined in advance.

Premium risk is the risk that future claims, in addition to related expenses, will be higher than
anticipated at the point where premiums for current insurance contracts are calculated, meaning
the Issuer will have underestimated the amount of insurance cover guaranteed to customers. This
may be caused by inaccurate assumptions, as well as by temporary effects from large individual
claims. The nature of claims may be different than expected or have changed due to
developments in society. The Issuer monitors the frequency of claims and distribution of single
claim amounts within each category and responds with changes in pricing or product
development where necessary. Premium risk can be reduced by distributing the risk between
insurance groups and by entering into reinsurance contracts for claims of significant value. An
increase in the frequency or severity of claims can affect the Issuer’s results of operations in the
short term.

Reserve risk

Reserve risk is the risk that existing, but not yet settled, claims will be higher than estimated.
Negative developments can result from notified, but not yet settled, claims being undervalued
and from claims, which are not yet notified, being higher in value than expected. The negative
impacts can be caused by both actual indemnification of the claimant, as well as related expenses,
such as clearance of ruins and cost of expert services in evaluations and settlement of claims.

The Issuer's outstanding claims are based on the evaluation of the final cost of all unsettled
claims. Significant uncertainty in that evaluation is inevitable. There can be a significant delay
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from when a loss is incurred, to when a claim is notified to the Issuer, as the loss may not have
been discovered, or the claimant may not be aware of their right to compensation. Even when
damage is discovered, its consequences can remain unknown or uncertain until a period of time
has elapsed; for example, where an asset is damaged, the extent of the damage may not become
clear until repair has begun, and permanent or long-term consequences of personal accidents
may only become known long after the occurrence of the accident. Consequences of damage
may therefore at first be under or over- estimated. There are also cases where notified claims are
not compensated by the Issuer, because either no loss was incurred, the claim did not fall under
the terms of the insurance contract, or the claim did not exceed the insurance excess of the
insured.

Risk regarding the operations of the Issuer

Operational risk is the risk of financial losses resulting from the failure or inadequacy of internal
processes or systems, due to employee error, fraud or other external events.

Operational risk is relevant to all the Issuer’s activities. The Issuer will at all times attempt to
properly and actively manage risks. The Issuer’s risk management may not at all times be able
to protect the Issuer against certain risks, especially risks that have not been identified or cannot
be anticipated. The risk management methods may not take all risks into account, and it is
possible that the methods are incorrect or based on incorrect information. Unanticipated or
incorrectly quantified risk exposures could materially affect the Issuer’s business, financial
condition and results of operations.

The Issuer is exposed to the risk of security breaches and unauthorized access of confidential
information. The failure in functionality of the Issuer’s information systems could have an
adverse effect on the Issuer’s business

The rapid development of technology has led to greater attention and importance of
acknowledging information and communication technology risk, as most of the Issuer’s
operations rely entirely on information, information processing and automated information
systems. Therefore, any incidents that compromise the information and communication solutions
used by the Issuer can have a serious impact on the Issuer’s business processes. These incidents
can be various and either random, malicious or accidental, such as, destruction of data or data
theft (for example, from cyber-attacks), errors and omissions, or system disruptions. These
incidents could have a material effect on the Issuer’s operations and business.

Due to the nature of providing banking services, the safe handling and processing of customer’s
personal data and other confidential information is an important part of the Issuer’s daily
operations. The same applies to the Issuer’s subsidiaries, including, but not exclusive to, Kvika
eignastyring hf. (“KES” or “Kvika Asset Management™), Kvika Securities Ltd. (“KSL”) and TM
tryggingar hf. (“TM Insurance”). The Issuer and the subsidiaries are legally responsible for
safeguarding personal data and confidential information, and must comply with strict data
protection and privacy laws, including rules on bank secrecy, when handling and processing
such data.

Pursuant to Act no. 161/2002 on Financial Undertakings (“Act on Financial Undertakings”), the
Issuer’s Board of Directors, managing directors, auditors, employees and any persons
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undertaking tasks on behalf of the Issuer, are bound by an obligation of confidentiality
concerning any information of which they may become aware in the course of their duties
regarding business or private concerns of the Issuer’s customers. They may not disclose any such
information unless they are obliged to do so by law. This obligation is commonly referred to as
bank secrecy.

To protect confidential information, and to ensure compliance with rules on bank secrecy, the
Issuer has implemented appropriate security measures, such as internal rules on information
concerning the Issuer’s customers, which apply to the work of all the Issuer’s employees, board
members, auditors, contractors and any other parties who undertake work on behalf of the Issuer.
Further, all data access is controlled through dedicated access control systems to ensure data
security and an overview of who is permitted to access which data. Access reviews are performed
annually to maintain the quality of access control. Moreover, contracts with third-party service
providers generally include confidentiality obligations which restrict the providers from using
or disclosing any confidential information they receive from the Issuer. A performance failure
or operational error by third-party service providers could have a material effect on the Issuer’s
business and operations.

However, security measures, such as confidentiality agreements, may not fully prevent the
unauthorised use or disclosure of confidential information, or allow the Issuer to seek
reimbursement from a third-party in the case of a breach of confidentiality obligations towards
the Issuer. Act no. 90/2018, on Data Protection and the Processing of Personal Data (Data
Protection Act), which implements the European General Data Protection Regulation, came into
force in July 2018. The Data Protection Act included significant changes to the previous data
protection legislation. To protect personal data, the Issuer has implemented appropriate security
measures in accordance with the requirements of the new legal regime, including a data
protection policy. The Issuer’s data protection policy specifies the personal data that the Issuer
can process, for what purposes, for how long the data can be stored, which third parties may
obtain access to the personal data and how the security of personal data is guaranteed. The Board
of Directors has appointed a data protection officer in accordance with the Data Protection Act,
who shall be appointed based on professional competence. The task of the data protection officer
is primarily to supervise compliance and assist the Issuer in complying with the provisions of
the Data Protection Act. Penalties for non-compliance with the Data Protection Act can be
monetary fines, damages and, in severe cases, criminal liability.

Cyber security breaches, human error and other factors which cause erroneous disclosure of
confidential information, infringement of rules on bank secrecy or non-compliance with the Data
Protection Act can lead to significant reputational damage and costs, fines, legal proceedings or
regulatory actions being brought against the Issuer by governmental authorities, customers or
other third parties. This can have an adverse effect on the Issuer’s business, financial condition
and ability to make payments in respect of the Securities.

Reputational risk is the risk of financial losses due to negative impressions towards the Issuer
from stakeholders, such as customers, shareholders, employees, and investors. Consequences of
negative impressions can lead to a lack of trustworthiness in the market, leading to a loss of
customers and opportunities and, consequently, income
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The Issuer has a well-established image and positive reputation that has contributed towards
attracting new customers, as well as strengthening its business relations with core customers.
The Issuer’s image is also reflected in the image of its key subsidiaries, Kvika Asset
Management, TM Insurance and KSL, and in brands such as Aur and Netgiro. If the Issuer’s, or
any of its connected parties’ or brands’, reputation suffered significant damage, there is a risk
that a substantial number of customers will terminate their business relationship and other
counterparties will be reluctant to engage in further transactions with the Issuer or the Group. A
loss of customers and/or business relationships would negatively impact the Issuer’s revenues
and its potential to obtain funding, create new business relationships and maintain existing ones.

The Issuer emphasises that customers are kept informed and regularly provided with information
about new services, changes to existing services and other information that customers may
benefit from. The Issuer has implemented communication procedures, detailing how
communications and information flows to customers, employees, the public, regulatory bodies
and shareholders are to be conducted and who is authorised to publicly discuss matters relating
to the Issuer and its operations. However, any failure to adequately communicate with customers
could also pose a reputational risk to the Issuer and have a negative effect on the Issuer’s
credibility and trustworthiness.

The Issuer’s future business growth relies on retaining qualified and experienced employees and
management

The Issuer’s operations are based on the knowledge, experience and future vision of the Issuer’s
essential employees. There is no guarantee that these individuals will continue to work for the
Issuer. The loss of such essential employees may significantly delay the attainment of the
Issuer’s business objectives and could negatively affect the Issuer’s business, financial condition
and results of operations.

To minimise risks relating to absence of essential employees, a substitute for each member of
the Executive Management has been designated by each relevant member of the Executive
Management as well as the Group’s Head of Treasury. The Board of Directors has been informed
of the names and titles of the substitutes. Further, the Issuer’s remuneration policy may, to some
extent, limit the risk of loss of essential employees, but its main goal is to make the Issuer a
desirable place of work for qualified and ambitious individuals and to build long-term
relationships with employees. However, when the labour market experiences wage inflation, a
prominent issue in Iceland’s labour market in recent years, the Issuer may come under pressure
to increase the salaries of its employees. Salary increases can lead to increases in the Issuer’s
expenditure, which could have an adverse effect on the Issuer’s business, financial condition and
ability to make payments in respect of the Securities.

The Issuer’s consolidated financial statements are partly based on future estimates and
assumptions. Large deviations from those measures could result in future losses and adversely
affect the Issuer’s business

The Consolidated Financial Statements of the Issuer have been prepared in accordance with
IFRS, as adopted by the EU and additional requirements in the Icelandic Financial Statement
Act. The Issuer has diverse operations with four key operating segments, which increase the
level of complication in preparing consolidated financial statements. For example, the Issuer and
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its subsidiary, TM Insurance, are required to report under different IFRS implementations, IFRS
9 and IFRS 17.

Furthermore, in the process of applying the Issuer's accounting policies, the management makes
judgements and estimates which are based on various assumptions. These judgements and
estimates can affect the reported amounts of assets and liabilities and income and expenses.
Assumptions and estimates are based on historical experience and other factors, including
reasonable expectations of future events, and are reviewed on an on-going basis. The estimates
form the basis for judgements on the carrying value of assets and liabilities, which are not readily
available from other sources, and actual results may differ. Judgements may also be required in
circumstances not involving estimates, for example, when determining the substance of a
particular transaction, contract or relationship.

The areas where the use of judgements and estimates has the most significant effect on the
amounts recognised in the statement of financial position or the income statement are the
following:

Fair value of financial instruments: the fair value of financial instruments that are not quoted
in active markets is determined using valuation techniques which are reviewed regularly. The
fair value of financial assets and liabilities that are traded in active markets are based on quoted
market prices. For other financial instruments, the Issuer determines fair value using various
valuation techniques. IFRS 13 specifies a fair value hierarchy based on whether the inputs to
those valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained from independent sources, whereas unobservable inputs reflect the Issuer's market
assumptions.

Impairment of financial assets: the use of estimates and judgements are an important
component of the calculation of impairment losses. The methodology and assumptions used for
estimating both the amount and timing of future cash flows are reviewed regularly to reduce any
differences between loss estimates and actual losses. Unforeseen events could, however, cause
further impairment losses, which would have a material effect on the income statement and
statement of financial position.

Impairment of intangible assets: the carrying amount of intangible assets are reviewed
annually to determine whether there are indications of impairment. If any such indication exists,
the assets’ recoverable amounts are estimated. An impairment loss is recognised if the carrying
amount of an asset exceeds its recoverable amount

Technical provision: The Issuer’s technical provision is made up of a combination of claims
provisions, premium provisions and a risk margin. Premium provisions are the part of the
premiums already written that cover insurance protection against events happening after the date
of finalisation of financial statements, and it also takes into account expected cancellations of
premiums. The core of the claims provisions is an actuarial estimate of payments of incurred
claims until they are settled, less what has already been paid. In accordance with the Act on
Insurance No. 100/2016 and related legislation, the following three margins are added to the core
of the claim’s provisions. First, expected settlement expenses not allocated to specific claims;
this cost is recognized among operating expenses when it is due. Second, the effect of future
inflation from the date of accounts to payment. Third, the effect of discounting the future
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payments using a risk-free interest rate curve. The risk margin represents the cost of capital that
an insurance company would require to take on the insurance obligations of the Issuer.

Deferred tax assets: judgement is required to determine the extent to which deferred tax assets
are recognised in the statement of financial position, based on the likely timing and level of
future taxable profits.

Any changes to the accounting principles or large deviations from the estimates and/or
assumptions made in the preparation of the Issuer’s financial statements could result in an
adverse effect on the amounts recognised in the statement of financial position or the income
statement and create future losses and adversely affect the Issuer’s business.

Poor decisions and execution of projects have a negative impact on the Issuer’s business and
financial position

Business risk is defined as the risk of financial loss caused by changes in the Issuer’s economic
environment or caused by certain events that may reduce the expected earnings of the Issuer.
Strategy risk is defined as the risk of the Issuer’s expected earnings and capital ratio deteriorating
due to changes in the Issuer’s business environment or due to unfavourable business decisions,
late and unwise decision making or lack of response time. The Issuer’s organisational structure
is flat and its management body emphasises short channels of communication, clear allocation
of responsibilities and de-centralised decision making. Furthermore, two of the Issuer’s key
business lines are operated through subsidiaries, whose own boards of directors are independent
to the Group and operate each entity according to a shareholder policy set by the Issuer. Failure
to manage business risk and strategy risk could have a negative impact on the Issuer’s business
or financial position. Failure to act on opportunities, unwise decision-making, or otherwise
failing to set and/or implement a successful business strategy could have an adverse effect on
the Issuer’s business, prospects, financial position and its ability to make payments in respect of
the Securities and to the Issuer’s creditors.

The Issuer’s insurance coverage might not cover all losses

The Issuer has insurance policies in place which are considered appropriate and relevant with
respect to the Issuer’s operations. More specifically, the Issuer has a combined comprehensive
crime and professional indemnity insurance policy, as well as a directors’ and officers’ liability
insurance policy. Despite these insurance policies which the Issuer has in place and due to the
nature of the Issuer’s operations, there is no guarantee that all claims that might be lodged against
the Issuer at any time would be covered, which could have a material effect on the Issuer’s
operations and financial conditions and therefore its ability to make payments in respect of the
Securities and to the Issuer’s creditors.

Risks Relating to Macroeconomic and other Business Conditions
The Issuer’s business is affected by local and global economic developments

The Issuer conducts the majority of its business in Iceland. Accordingly, its performance is
influenced by the level and cyclical nature of business activity in Iceland, and the overall strength
of Iceland’s economy, which in turn has been, and will continue to be, affected by both domestic
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and international economic and political factors, given the country’s heavy reliance on trade in
goods and services.

These conditions include changing economic cycles that affect demand for investment, insurance
and banking products. These cycles are also influenced by global political events, such as
terrorist acts, war and other hostilities, and by market specific events, such as shifts in consumer
confidence and consumer spending, the rate of unemployment, industrial output, labour or social
unrest and political uncertainty.

Local and global economic developments have an effect on the demand for the Issuer’s
investment, insurance and banking products, and have an effect on the value of the Issuer’s
financial instruments. A downturn in consumption of the Issuer’s products and/or a decrease in
value of the Issuer’s own financial instruments could have an adverse effect on the Issuer’s
revenues, financial position and its ability to make payments in respect of the Securities and to
the Issuer’s creditors.

Frequent changes in tax legislation pose a general risk to entities operating in Iceland and any
changes in tax legislation can affect the financial results of the Issuer

In addition to the general risk, there is an additional tax risk regarding financial institutions, as
there are taxes levied specifically on financial undertakings in Iceland in accordance with Act
no. 90/2003, on Income Tax and Act no. 155/2010 on Special Tax on Financial Institutions.

Pursuant to the Value Added Tax Act no. 50/1988, with subsequent amendments (“Value Added
Tax Act”), the services of banks, saving banks and other credit institutions, as well as stock-
brokerage firms, are exempt from value added tax (“VAT”). However, in the VAT environment
of financial undertakings, there has been some uncertainty regarding the handling of VAT on the
sale of goods and services, as under the interpretation of the Icelandic tax authorities, according
to the Act on Financial Undertakings, the exemption only applies to services banks or credit
institutions. Services provided by banks and credit institutions could be deemed, by the tax
authorities, not to fall under the Act on Financial Undertakings as there is room for interpretation.

Although the Issuer believes its collection and handling of VAT for services provided is within
the scope of the Value Added Tax Act, there is no guarantee that the Icelandic tax authorities
will not conclude otherwise. If that were to happen, the Issuer could be retroactively liable for
six years’ unpaid tax, plus penalties and interest.

There is an additional risk regarding the competitive effects of banks or credit institutions
starting to claim VAT on any services provided, resulting in a competitive advantage or
disadvantage with different treatment of VAT and possible material adverse effects for those
claiming such VAT.

Risks Relating to Capital and other Regulatory Requirements of the Issuer
Changes regarding required capital may have an adverse effect on the Issuer

The Issuer’s capital ratios are calculated in accordance with the Act on Financial Undertakings
and regulation no. 233/2017 on prudential requirements for financial undertakings. In
accordance with the Financial Supervisory Authority of the CBI (the FSA) regulation no.
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233/2017, the Issuer uses the standardised approach to calculate capital requirements for credit
risk, market risk and operational risk. Failure by the Issuer to meet the regulatory capital
requirements could result in regulatory intervention. The regulators could impose sanctions on
the Issuer and therefore severely affect the financial position and reputation of the Issuer.

Legal and Regulatory Risk
Regulatory, compliance and legal risks are inherent in the Issuer’s business

As a financial institution, the Issuer must comply with a comprehensive set of laws and
regulations which are extensive and complex. The legal and regulatory environment of the Issuer
is constantly subject to change and changes often with a short period of notice and consultation.
The Issuer puts substantial resources and man-power into monitoring and implementing these
changes to ensure full compliance. The regulatory and compliance risk faced by the Issuer and
its subsidiaries arise not only from regulation within Iceland or specific to financial services
firms, but also from other, more broadly applicable regulations and from risks relating to the
ability of regulatory agencies and Icelandic authorities to adopt, implement and administer
applicable regulations and to supervise Icelandic banks, including the Issuer. Regulatory
agencies have broad administrative powers over many aspects of the Issuer’s business which
may include liquidity, capital adequacy and permitted investments, investor protection, ethical
issues, money laundering, privacy, record keeping, and marketing and selling practices. Banking
and financial services laws, regulations and policies currently governing the Issuer and its
subsidiaries may change at any time in ways which have a material effect on the Issuer’s
business. This includes any changes in interpretation of such laws and regulations by regulatory
agencies.

Furthermore, the Issuer cannot predict the timing or form of any future regulatory initiatives.
Changes in existing banking and financial services laws and regulations may materially affect
the way in which the Issuer conducts its business, the products or services it may offer and the
value of its assets. If it fails to address, or appears to fail to address, despite its best efforts, and
whether intentionally or unintentionally, appropriately these changes or initiatives, its reputation
could be harmed and it could be subject to additional legal risk, which could, in turn, increase
the size and number of claims and damages asserted against it, or subject it to enforcement
actions, fines and penalties. In addition, existing laws could change, and new laws or regulations
could be adopted in ways unfavourable to the Issuer’s operations, which could adversely affect
the way the issuer operates its business and its market reputation. Regulatory agencies have the
power to bring administrative or judicial proceedings against the Issuer, which could result,
among other things, in suspension or revocation of its licenses, cease and desist orders, fines,
civil penalties, criminal penalties or other disciplinary action which could materially harm its
results of operations and financial condition.

Regulatory risks relate not only to regulation within Iceland, but also from the ability of Iceland,
as a member of the EEA Agreement, to adopt, implement and administer new European
directives and regulations into national Icelandic rules and regulations. This may include late
implementation into national Icelandic rules and regulations, and more stringent requirements
around where they are permitted or required to do so, for example in the respect of capital
requirements.
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There can be no assurance that the Icelandic government will not enact new regulations which
could have an adverse effect on the Issuer’s business, prospects, financial positions, its ability to
make payments in respect of the Securities and the Issuer’s creditors.

The Issuer must comply with anti-money laundering and anti-bribery regulations, and the
violation of such regulations may have severe consequences

The Issuer is subject to laws regarding money laundering and the financing of terrorism, as well
as laws that prohibit the Issuer or its employees or intermediaries from making improper
payments or offers of payment to foreign governments and their officials and political parties for
the purpose of obtaining or retaining business.

Compliance with anti-money laundering and anti-bribery regulations can place a significant
financial burden on banks and other financial institutions and requires significant technical
capabilities and resources. The Fourth Money Laundering Directive (2015/849/EU) has been
implemented with Act No. 140/2018. However, the Issuer cannot predict the nature, scope or
effect of future regulatory requirements to which it might be subject, or the manner in which
existing laws might be administered or interpreted. Although the Issuer believes that its current
policies and procedures are sufficient to comply with applicable anti-money laundering, anti-
bribery and sanctions rules and regulations, it cannot guarantee that such policies completely
prevent situations of money laundering or bribery, including actions by the Issuer’s employees,
for which the Issuer might be held responsible. Any such events may have severe consequences,
including sanctions, fines and reputational consequences, which could have a material adverse
effect on the Issuer’s business, prospects, financial position and/or results of operations, and its
ability to make payments in respect of the Securities.

Iceland’s national implementation of EEA rules may be inadequate in certain circumstances

Iceland is a member state of the EEA and is therefore obligated to implement certain EU
instruments with EEA relevance, including legislation relating to financial markets. Where
implementation of such instruments into Icelandic law is inadequate, (for example, where
Iceland fails to adapt national law to conform to EEA rules) citizens may be unable to rely on
these instruments and the Icelandic courts may be barred from applying them, unless Icelandic
legislation is able to be interpreted in accordance with the EEA rules. As a result, the
Securityholders in some circumstances may experience different legal protections than they
would expect as holders of securities issued by banks in EU member states where EU instruments
are directly applicable, or where the EU instruments have been adequately implemented into
national legislation. Complying with regulation that is in continual change can be resource-
intensive and exposes the Issuer to risks of non-compliance, which could have a material adverse
effect on the Issuer’s business, prospects, financial position and/or results of operations and its
ability to make payments in respect of the Securities.

Factors which are material for the purpose of assessing the market risks associated
with the Securities issued under the Programme

Risks related to the structure of a particular issue of Securities
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A wide range of Securities may be issued under the Programme. A number of these Securities
may have features which contain particular risks for potential investors. Set out below is a
description of certain of such features:

The claims of holders of Senior Unsecured Securities may be subordinated to claims of the
Issuer's depositors in the event of a winding-up

Typically, the claims of holders of senior ranking unsecured debt instruments issued by a
financial institution holding bank deposits would not be subordinated to the claims of depositors.
However, in Iceland, Article 102 of the Act on Financial Undertakings provides that, should
such financial institution, such as the Issuer, enter into winding-up proceedings pursuant to
Article 101 of the Act on Financial Undertakings, then the claims of holders of senior unsecured
unsubordinated debt would be subordinated to the claims of all of the Issuer's depositors.
Moreover, the Hierarchy of Claims Act No. 38/2021 was enacted into law by the Icelandic
Parliament on 4 May 2021. The Hierarchy of Claims Act amends the Act on Financial
Undertakings and introduces a new Acrticle 85(a) to the Act on Recovery and Resolution which
provides in part that, in a winding-up: (X) claims of certain types of the Issuer's depositors will
have priority over other kinds of bank deposits (i.e. the inner ranking within deposits will
change), but (y) all types of bank deposits will, as a group, rank higher than the claims of the
Issuer's senior unsecured unsubordinated debt obligations. Hence, under current Icelandic law,
the claims of holders of senior unsecured unsubordinated debt are subordinated to the claims of
all of the Issuer's depositors in a winding-up of the Issuer. If a winding-up of the Issuer were to
occur, there may not be sufficient assets in the resulting estate to pay the claims of such Security
Holders after the claims of depositors have been paid.

There are limited enforcement events in relation to the Securities
Each Series of Securities will contain limited enforcement events relating to:

@) non-payment by the Issuer of any amounts due under the relevant Series of Securities.
In such circumstances, as described in more detail in Condition 11 (Events of Default),
a Noteholder may institute proceedings in Iceland in order to recover the amounts due
from the Issuer to such Noteholder; and

(b) the liquidation or bankruptcy of the Issuer. In such circumstances, as described in more
detail in Condition 11, the relevant Series of Securities will become due and payable at
their outstanding principal amount, together with accrued interest thereon.

A Security Holder may not itself file for the liquidation or bankruptcy of the Issuer. As such, the
remedies available to holders of the Securities are limited, which may make it more difficult for
Security Holders to take enforcement action against the Issuer.

Securities issued under the Programme can be linked to derivatives which could adversely affect
the value of the Securities

Under the Programme the Issuer can issue derivative linked Securities where redemption
amounts are calculated by reference to the prices of an underlier such as indexes or foreign
exchange rates. Investment in derivative linked Securities involves the risk that subsequent
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changes in the underlier may adversely affect the value of the derivative linked Securities to the
point of Investors in certain cases not recouping their principal investment in full.

The policies of the sponsor of an underlier as regards additions, deletions and substitutions of
the underlier or components of the underlier and the manner in which the index sponsor takes
account of certain changes affecting the underlier or underlier components may affect the value
of the underlier and therefore the Securities. The policies of an index sponsor with respect to the
calculation of an underlier could also affect the value of the underlier. Further, a sponsor of an
underlier may discontinue or suspend calculation or dissemination of information relating to the
underlier. As a consequence, investors in derivative linked Securities are exposed to the risk of
discontinuance of the operational capacity and expertise of the Underlier Sponsor to ensure the
calculation and maintenance of the underlier according to the methodology in force throughout
the life of the Securities. Any such actions could affect the value of the Securities and could
cause adjustments or substitution of the Underlier.

Additionally, underliers based on exchange traded products are subject to market trading risks,
including but not limited to the potential lack of an active market, periods of high volatility and
limited liquidity which may lead to the underlier trading at a premium or discount to its fair
market value.

Further, underliers based on the performance of foreign exchange rates or currency are
dependent upon the supply and demand for currencies in the international foreign exchange
markets, which are subject to economic factors, including inflation rates in the countries
concerned, interest rate differences between the respective countries, economic forecasts,
international political factors, fiscal and monetary policy, government debt, currency
convertibility and safety of making financial investments in the currency concerned, speculation
and intervening measures taken by governments and central banks, any of which could have a
negative impact on the performance of a Foreign Exchange Rate and consequently the value of
the Securities.

The historical experience of an underlier should not be viewed as an indicator of the future
performance of the underlier.

Securities which are issued with variable interest rates or which are structured to include a
multiplier or other leverage factor, are likely to be more volatile than standard securities

Securities with variable interest rates can be volatile investments. If they are structured to include
multipliers or other leverage factors, or caps or floors, or any combination of those features or
other similar related features, their market values may be even more volatile than those for
securities that do not include those features and, as a consequence, could drop further in value.

Securities issued under the Programme can be linked to the Consumer Price Index which could
adversely affect the value of the Securities

Under the Programme the Issuer can issue Inflation linked Securities which are indexed to the
Icelandic Consumer Price Index (“CPI”). Investment in indexed linked Securities involves the
risk that subsequent changes in the CPI may adversely affect the value of the index linked
Securities. The historical experience of the CPI should not be viewed as an indicator of the future
performance of the CPI.
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If the Issuer has the right to redeem any Securities at its option, this may limit the market value
of the Securities concerned and an investor may not be able to reinvest the redemption proceeds
in @ manner which achieves a similar effective return

An optional redemption or prepayment feature of Securities including in the case of a Tax Event
or (in respect of Subordinated Bonds only) a Capital Event is likely to limit their market value.
During any period when the Issuer may elect to redeem the relevant Securities, or during any
period when Security Holders perceive that the Issuer may elect to redeem Securities, the market
value of those Securities generally will not rise substantially above the price at which they can
be redeemed. This also may be true prior to any redemption period.

The Issuer may elect to exercise its option to redeem Securities when its cost of borrowing is
lower than the interest rate on the Securities. At those times, an investor generally would not be
able to reinvest the redemption proceeds at an effective interest rate as high as the interest rate
on the Securities being redeemed and may only be able to do so at a significantly lower rate.
Potential investors should consider reinvestment risk in light of other investments available at
that time.

Securities which are issued at a substantial discount or premium may experience price volatility
in response to changes in market interest rates

The market values of securities issued at a substantial discount or premium to their principal
amount tend to fluctuate more in relation to general changes in interest rates compared to prices
for more conventional interest-bearing securities. Generally, the longer the remaining term of
such securities, the greater the price volatility compared to more conventional interest-bearing
securities with comparable maturities. Any such price volatility may have an adverse effect on
the market value of any Securities issued at a substantial discount or premium to their principal
amount.

If the Issuer has the right to convert the interest rate from a fixed rate to a floating rate or vice
versa, this may affect the secondary market and the market value of the Securities concerned

Securities that pay a fixed rate of interest on such date or dates as specified in the applicable
Final Terms or Securities which bear interest at a floating rate as set out in Condition 5.4 (Interest
on Floating Rate Securities) may bear interest at a rate that converts from a fixed rate to a floating
rate or from a floating rate to a fixed rate. Where the Issuer has the right to effect such a
conversion, this will affect the secondary market and the market value of the Securities since the
Issuer may be expected to convert the rate when it is likely to produce a lower overall cost of
borrowing. If the Issuer converts from a fixed rate to a floating rate in such circumstances, the
spread on the Fixed/Floating Rate Securities may be less favourable than then prevailing spreads
on comparable Floating Rate Securities tied to the same reference rate. In addition, the new
floating rate at any time may be lower than the rates on other Securities. If the Issuer converts
from a floating rate to a fixed rate in such circumstances, the fixed rate may be lower than then
prevailing market rates.

The value of Fixed Rate Bonds may be adversely affected by movements in market interest rates

The value of securities may change due to market conditions. Thus, the value of the Securities
may decrease if the general market yield rises and the value may rise if the yield decreases.
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Investment in Fixed Rate Securities involves the risk that subsequent increases in market interest
rates above the rate paid on the relevant Fixed Rate Securities will adversely affect the value of
the Fixed Rate Securities.

The regulation and reform of “benchmarks” may adversely affect the value of Securities linked
to or referencing such “benchmarks”

Interest rates and indices which are deemed to be “benchmarks” (such as, in the case of Floating
Rate Bonds, a Reference Rate), are the subject of recent national and international regulatory
guidance and proposals for reform. Some of these reforms are already effective whilst others are
still to be implemented. These reforms may cause such benchmarks to perform differently than
in the past, to disappear entirely, or have other consequences which cannot be predicted. Any
such consequence could have a material adverse effect on any Securities linked to or referencing
such a “benchmark”.

Changes in benchmark regulations could have a material impact on any Securities linked to or
referencing a benchmark, in particular, if the methodology or other terms of the benchmark are
changed in order to comply with new requirements. Such changes could, among other things,
have the effect of reducing, increasing or otherwise affecting the volatility of the published rate
or level of the applicable benchmark.

More broadly, any of the national or international reforms, or the general increased regulatory
scrutiny of benchmarks, could increase the costs and risks of administering or otherwise
participating in the setting of a benchmark and complying with any such regulations or
requirements. Such factors may have the following effects on certain benchmarks: (i) discourage
market participants from continuing to administer or contribute to the benchmark; (ii) trigger
changes in the rules or methodologies used in the benchmark or (iii) lead to the disappearance
of the benchmark. Any of the above changes or any other consequential changes as a result of
national or international reforms or other initiatives or investigations, could have a material
adverse effect on the value of and return on any Securities linked to, referencing, or otherwise
dependent, in whole or in part, upon a benchmark.

Investors should consult their own independent advisers and make their own assessment about
the potential risks imposed by benchmark regulation reforms in making any investment decision
with respect to any Securities linked to or referencing a benchmark.

Future discontinuance of certain benchmark rates (for example EURIBOR) may adversely affect
the value of Floating Rate Bonds which are linked to or which reference any such benchmark
rate

Investors should be aware that, if a benchmark rate were discontinued or otherwise unavailable,
the rate of interest on Floating Rate Bonds which are linked to or which reference such
benchmark rate will be determined for the relevant period by the fallback provisions applicable
to such Securities. The Terms and Conditions of the Securities provide for certain fallback
arrangements in the event that a published benchmark, such as EURIBOR, (including any page
on which such benchmark may be published (or any successor service)) becomes unavailable,
for example, if the original Reference Rate has ceased to be published or if there is a public
statement by the supervisor of the administrator of the original Reference Rate announcing that
the original Reference Rate is no longer representative or may no longer be used) otherwise
occurs.
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If the circumstances described in the preceding paragraph occur, Reference Rate Replacement
is specified in the applicable Final Terms and Screen Rate Determination is specified in the
applicable Final Terms as the manner in which the rate of interest is to be determined such
fallback arrangements will include the possibility that:

0] the relevant rate of interest (or, as applicable, component thereof) could be set or, as the
case may be, determined by reference to a Successor Reference Rate or an Alternative
Reference Rate (as applicable) determined by the Issuer; and

(i) such Successor Reference Rate or Alternative Reference Rate (as applicable) may be
adjusted (if required) by the Issuer, in order to reduce or eliminate, to the extent
reasonably practicable in the circumstances, any economic prejudice or benefit (as
applicable) to investors arising out of the replacement of the relevant original Reference
Rate with the relevant successor Reference Rate or alternative Reference Rate (as
applicable),

in any such case, acting in good faith and in a commercially reasonable manner as described
more fully in the Final Terms of the relevant Securities.

The use of a successor Reference Rate or an alternative Reference Rate may result in interest
payments that are substantially lower than or that do not otherwise correlate over time with the
payments that could have been made on the Securities if the original Reference Rate remained
available in its current form. In particular, as a result of a public statement that the relevant
original Reference Rate is no longer representative, the relevant rate of interest on the Securities
may therefore cease to be determined by reference to that original Reference Rate, and instead
be determined by reference to a successor Reference Rate or alternative Reference Rate, even if
the original Reference Rate continues to be published. Such successor Reference Rate or
alternative Reference Rate may be lower than the original Reference Rate for so long as that
original Reference Rate continues to be published, and the value of and return on the Floating
Rate Bonds may be adversely affected. The application of an adjustment spread may result in
the relevant Securities performing differently (which may include payment of a lower interest
rate) than they would do if the original Reference Rate were to continue to apply in its current
form.

In addition, in the case of relevant Securities, acting in good faith and in a commercially
reasonable manner, may also determine that other amendments to the Terms and Conditions of
the Securities are necessary in order to follow market practice in relation to the relevant successor
Reference Rate or alternative Reference Rate (as applicable) and to ensure the proper operation
of the relevant successor Reference Rate or alternative Reference Rate (as applicable).

No consent of the Security Holders may be required in connection with effecting any relevant
successor Reference Rate or alternative Reference Rate (as applicable) or any other related
adjustments and/or amendments described above.

In certain circumstances, the ultimate fallback for determining the rate of interest for a particular
Interest Period may result in the rate of interest for the last preceding Interest Period being used.
This may result in the effective application of a fixed rate for Floating Rate Bonds based on the
rate which was last observed on the Relevant Screen Page for the purposes of determining the
rate of interest in respect of an Interest Period. In addition, in the case of relevant Securities, due
to the uncertainty concerning the availability of successor Reference Rates and alternative
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Reference Rates, the relevant fallback provisions may not operate as intended at the relevant
time.

Any such consequences could have a material adverse effect on the value of and return on any
such Securities. Moreover, any of the above matters or any other significant change to the setting
or existence of any relevant rate could affect the ability of the Issuer to meet its obligations under
the Floating Rate Bonds or could have a material adverse effect on the value or liquidity of, and
the amount payable under, the Floating Rate Bonds. Investors should note that the Issuer,
following consultation with the Independent Adviser and acting in good faith and in a
commercially reasonable manner, will have discretion to adjust the relevant successor Reference
Rate or alternative Reference Rate (as applicable) in the circumstances described above. Any
such adjustment could have unexpected commercial consequences and there can be no assurance
that, due to the particular circumstances of each Security Holder, any such adjustment will be
favourable to each Security Holder.

In addition, potential investors should also note that no successor Reference Rate or Alternative
Reference Rate (as applicable) will be adopted, and no other amendments to the terms of the
Securities will be made if, and to the extent that, in the determination of the Issuer, the same
could reasonably be expected to prejudice the qualification of the relevant Securities where the
relevant Securities are Subordinated Bonds, as Tier 2 Capital of the Issuer. In all such
circumstances, the ultimate fallback for determining the rate of interest (which is described
above) will apply.

Investors should consider all of these matters when making their investment decision with
respect to the relevant Floating Rate Bonds.

In respect of any Securities issued with a specific use of net proceeds, such as “Green Financing
Instruments ”, such use of net proceeds may not be suitable for the investment criteria of an
investor

As described in the section “Use of Proceeds” of this Base Prospectus, the applicable Final
Terms in relation to a particular Tranche of Securities (any such Securities, Green Financing
Instruments) may provide that it will be the Issuer's intention to apply an amount equal to the net
proceeds of the issue of such Green Financing Instruments to finance or refinance, in whole or
in part, the Issuer's investments in Eligible Assets, as further described in the applicable Final
Terms and the Green Financing Framework (as defined below). The use of such proceeds may
not satisfy, whether in whole or in part, any present or future investor expectations or
requirements as regards any investment criteria or guidelines with which such investor or its
investments are required to comply, whether by any present or future applicable law or
regulations or by its own by-laws or other governing rules or investment portfolio mandates (in
particular with regard to any direct or indirect environmental, sustainability or social impact of
any projects or uses, the subject of or related to, the relevant Eligible Assets as further described
in the Green Financing Framework).

Furthermore, it should be noted that there is currently no clear definition (legal, regulatory or
otherwise) of, nor market consensus as to what constitutes, a “green”, “blue” or “social” or
equivalently-labelled project or as to what precise attributes are required for a particular project
to be defined as “green”, “blue” or “social” or such other equivalent label nor can any assurance
be given that such a clear definition or consensus will develop over time. A basis for the
determination of such a definition has been established in the EU with the publication in the
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Official Journal of the EU on 22 June 2020 of Regulation (EU) 2020/852 of the European
Parliament and of the Council of 18 June 2020 (the Sustainable Finance Taxonomy
Regulation) on the establishment of a framework to facilitate sustainable investment (the EU
Sustainable Finance Taxonomy). On 21 April 2021, the European Commission approved the
first delegated act and the Delegated Regulation supplementing Regulation (EU) 2020/852 of
the European Parliament and of the Council (the EU Taxonomy Climate Delegated Act) was
formally adopted on 4 June 2021. The EU Taxonomy Climate Delegated Act is aimed at
supporting sustainable investment by making it clear which economic activities most contribute
to the EU's environmental objectives. The EU Taxonomy Climate Delegated Act sets out criteria
for economic activities in the sectors that are most relevant for achieving climate neutrality and
delivering on climate change adaptation. This includes sectors such as energy, forestry,
manufacturing, transport and buildings. Criteria for other environmental objectives will follow
in a later delegated act, in line with mandates in the Sustainable Finance Taxonomy Regulation.
Until all criteria for such objectives have been developed and disclosed it is hot known whether
any Green Financing Instruments will satisfy those criteria. Accordingly, alignment with the EU
Sustainable Finance Taxonomy, once all criteria is established, is not certain. In addition, the
requirements of any such definition may evolve from time to time, and, as such, the use of the
proceeds of Green Financing Instruments may not meet any or all Noteholders expectations
regarding such “green”, “blue” or “social” or other equivalently-labelled performance
objectives.

Any opinion or certification by a third party (whether or not solicited by the Issuer) which may
be made available in connection with the issue of any Green Financing Instruments and in
particular with any project to fulfil any environmental, and/or other criteria may not be suitable
for Noteholders' purposes. For the avoidance of doubt, any such opinion or certification is not,
nor shall be deemed to be, incorporated in and/or form part of this Base Prospectus. Any such
opinion or certification is not, nor should be deemed to be, a recommendation by the Issuer, the
Dealers or any other person to buy, sell or hold any such Green Financing Instruments. Any such
opinion or certification is only current as of the date that opinion was issued. Currently, the
providers of such opinions and certifications are not subject to any specific regulatory or other
regime or oversight.

In the event that any such Green Financing Instruments are listed or admitted to trading on any
dedicated “green”, “environmental”, “sustainable” or other equivalently-labelled segment of any
stock exchange or securities market (whether or not regulated), such listing or admission may
not satisfy, whether in whole or in part, any present or future investor expectations or
requirements as regards any investment criteria or guidelines with which such investor or its
investments are required to comply, whether by any present or future applicable law or
regulations or by its own by-laws or other governing rules or investment portfolio mandates, in
particular with regard to any direct or indirect environmental, sustainability or social impact of
any projects or uses, the subject of or related to, any eligible projects. Furthermore, it should be
noted that the criteria for any such listings or admission to trading may vary from one stock
exchange or securities market to another. Such listing or admission to trading obtained in respect
of any such Green Financing Instruments may not be maintained during the life of the Green
Financing Instruments.

Whilst it is the intention of the Issuer to apply an amount equal to the net proceeds of the Green
Financing Instruments in, or substantially in, the manner described in the Green Financing
Framework, the related projects may not be capable of being implemented in or substantially in
such manner and/or in accordance with any timing schedule and accordingly such proceeds may
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not be totally or partially disbursed for such projects. Such projects may not be completed within
any specified period or at all or with the results or outcome (whether or not related to the
environment) as originally expected or anticipated by the Issuer. None of the Dealers will assess,
verify or monitor the application of the amount equal to the net proceeds of any such Green
Financing Instruments issued under the Programme.

Any such event or failure by the Issuer to apply an amount equal to the net proceeds of any issue
of Green Financing Instruments will not (i) give rise to any claim of a Noteholder against the
Issuer; (ii) constitute an Enforcement Event under the Securities or a default of the Issuer for any
purpose; (iii) lead to an obligation of the Issuer to redeem such Green Financing Instruments or
be a relevant factor for the Issuer in determining whether or not to exercise any optional
redemption rights in respect of any Green Financing Instruments; or (iv) in the case of
Subordinated Bonds, affect the qualification of such Securities as Tier 2 Capital.

Any such event or failure and/or withdrawal of any opinion or certification as described above
or any such opinion or certification attesting that the Issuer is not complying in whole or in part
with any matters for which such opinion or certification is opining or certifying on and/or any
such Securities no longer being listed or admitted to trading on any stock exchange or securities
market as aforesaid may have a material adverse effect on the value and marketability of the
Green Financing Instruments and/or result in adverse consequences for Noteholders with
portfolio mandates to invest in securities to be used for a particular purpose. For the avoidance
of doubt, it is however specified that payments of principal and interest (as the case may be) on
the Green Financing Instruments shall not depend on the performance of the relevant project.

Risks related to Subordinated bonds

The Issuer's obligations under Subordinated Bonds are subordinated. An investor in
Subordinated Bonds assumes an enhanced risk of loss in the event of the Issuer's insolvency. Set
out below is a description of the main risks of Subordinated Bonds:

The Issuer's obligations under Subordinated Bonds will be unsecured and subordinated

On a liquidation, dissolution or winding-up of, or analogous proceedings over the Issuer by way
of exercise of public authority (a “winding-up of the Issuer”), all claims in respect of the
Subordinated Bonds will rank pari passu without any preference among themselves, at least pari
passu with present or future claims in respect of any other Tier 2 Instruments and claims, in
priority to any present or future claims in respect of Junior Securities and junior to any present
or future claims in respect of senior creditors as described in Condition 3.2 (Subordinated
Bonds). If, on a winding-up of the Issuer, the assets of the Issuer are insufficient to enable the
Issuer to repay the claims of the senior creditors in full, the Security Holders will lose their entire
investment in the Subordinated Bonds. If there are sufficient assets to enable the Issuer to pay
the claims of senior creditors in full but insufficient assets to enable it to pay claims in respect
of its obligations in respect of the Subordinated Bonds and all other claims of other Tier 2
Instruments and claims, Security Holders will lose some (which may be substantially all) of their
investment in the Subordinated Bonds.

There is no restriction on the amount of securities or other liabilities that the Issuer may issue,
incur or guarantee and which rank senior to, or pari passu with, the Subordinated Bonds. The
issue or guaranteeing of any such securities or the incurrence of any such other liabilities may
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reduce the amount (if any) recoverable by Security Holder during a winding-up of the Issuer and
may limit the Issuer's ability to meet its obligations under the Subordinated Bonds.

Although Subordinated Bonds may pay a higher rate of interest than comparable Securities
which are not subordinated, there is a significant risk that an investor in such Securities will lose
all or some of his or her investment should a winding-up of the Issuer occur.

Subordinated Bonds may be subject to loss absorption on any application of the general bail-in
tool or at the point of non-viability of the Issuer

In addition to the application of the general bail-in tool to Subordinated Bonds (see section “The
exercise of any power under the BRRD, as implemented in Iceland, could materially adversely
affect the rights of holders of Securities”), Directive 2014/59/EU (the “Bank Recovery and
Resolution Directive” or “BRRD”) and the terms of the Subordinated Bonds contemplate that
Subordinated Bonds may be subject to non-viability loss absorption. As a result, resolution
authorities may require the permanent write-down of capital instruments such as Subordinated
Bonds (which write-down may be in full) or the conversion of them into equity capital at the
point of non-viability and before any other resolution action is taken. Prior to the implementation
of the BRRD in Iceland, such non-viability loss absorption is provided for in Condition 8 (Point
of Non-Viability Loss Absorption) of the Securities.

While any such write-down or conversion pursuant to non-viability loss absorption under the
BRRD shall be in accordance with the hierarchy of claims in normal insolvency proceedings,
even if grounds for compensation could be established, compensation may not be available under
the BRRD to any holders of capital instruments subject to any write-down or conversion and
even if available would only take the form of shares in the Issuer.

For the purposes of the application of any non-viability loss absorption measure, the point of
non-viability under the BRRD is the point at which the relevant authority determines that the
institution (or the group, as the case may be) meets the conditions for resolution or will no longer
be viable unless the relevant capital instruments (such as the Subordinated Bonds) are written
down or converted into equity or extraordinary public support is to be provided and without such
support the appropriate authority determines that the institution or the group as the case may be)
would no longer be viable. With respect to the Issuer this is further reflected in the definition of:
“Non-Viability Event” under Condition 8 (Point of Non-Viability Loss Absorption).

The occurrence of a Non-Viability Event or the application of the general bail-in tool or any non-
viability loss absorption measure pursuant to any Applicable Statutory Loss Absorption Regime
(including the BRRD) or Condition 8 (Point of Non-Viability Loss Absorption) of the
Subordinated Bonds may result in Security Holders losing some or all of their investment. The
exercise of any such power or any suggestion of such exercise could, therefore, materially
adversely affect the rights of Security Holders, the price or value of Subordinated Bonds issued
under the Programme and/or the ability of the Issuer to satisfy its obligations under Subordinated
Bonds.

There are limited enforcement events in relation to Subordinated Bonds

Each Series of Subordinated Bonds will contain limited enforcement events relating to i) non-
payment by the Issuer of any amounts due under the relevant Series of Subordinated Bonds. In
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such circumstances, as described in more detail in Condition 11.2 (Enforcement events
Subordinated Bonds), a Security Holder may institute proceedings in Iceland in order to recover
the amounts due from the Issuer to such Security Holder; and ii) the liquidation or bankruptcy
of the Issuer. In such circumstances, as described in more detail in Condition 11.2 (Enforcement
Event- Subordinated Bonds), the relevant Series of Subordinated Bonds will become due and
payable at their outstanding principal amount, together with accrued interest thereon.

A Security Holder may not itself file for the liquidation or bankruptcy of the Issuer. As such, the
remedies available to holders of Subordinated Bonds are more limited than those typically
available to holders of senior ranking securities (such as the Unsubordinated Securities), which
may make it more difficult for Subordinated Debt Security Holders to take enforcement action
against the Issuer.

Subordinated Bonds: Call options are subject to the prior consent of the FSA

Subordinated Bonds may also contain provisions allowing the Issuer to call them, in certain
instances, only after a minimum period of five years. To exercise such a call option, the Issuer
must obtain prior written consent of the FSA as provided in Condition 7.14 (FSA Approval).

Holders of Subordinated Bonds have no rights to call for the redemption of Subordinated Bonds
and should not invest in such Securities in the expectation that such a call will be exercised by
the Issuer. The FSA must agree to permit such a call, based upon its evaluation of the regulatory
capital position of the Issuer and certain other facts at the relevant time. There can be no
assurance that the FSA will permit such a call. Holders of Subordinated Bonds should be aware
that they may be required to bear the financial risks of an investment in Subordinated Bonds for
a period of time in excess of the minimum period.

In certain circumstances, the Issuer can substitute or vary the terms of Subordinated Bonds

Where the applicable Final Terms specify that Condition 7.13 (Substitution or Variation-
Subordinated Bonds) applies, if at any time a Capital Event or a Tax Event occurs, the Issuer
may, subject to obtaining the prior written consent of the FSA, either substitute all, but not some
only, of the relevant Subordinated Bonds for, or vary the terms of the relevant Subordinated
Bonds, as the case may be, so that they remain or, as appropriate, become, Qualifying Securities
as further provided in Condition 7.13 (Substitution or Variation- Subordinated Bonds). The
terms and conditions of such substituted or varied Subordinated Bonds may have terms and
conditions that contain one or more provisions that are substantially different from the terms and
conditions of the original Subordinated Bonds, provided that the relevant Subordinated Bonds
remain or, as appropriate, become, Qualifying Securities in accordance with the Terms and
Conditions of the Securities. While the Issuer cannot make changes to the terms of Subordinated
Bonds that, in its reasonable opinion, are materially less favourable to the holders of the relevant
Subordinated Bonds as a class, no assurance can be given as to whether any of these changes
will negatively affect any particular holder. In addition, the tax and stamp duty consequences of
holding or disposing of such substituted or varied Subordinated Bonds could be different for
some categories of Security Holders from the tax and stamp duty consequences for them of
holding or disposing of the Subordinated Bonds prior to such substitution or variation.
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The obligation of the Issuer to pay additional amounts in respect of any withholding or deduction
of taxes is limited to payments of interest under the Subordinated Bonds

The obligation of the Issuer to pay additional amounts in respect of any withholding or deduction
of taxes imposed under the laws of Iceland under the Conditions apply only to payments of
interest and not to payments of principal due under the Subordinated Bonds. As such, the Issuer
is not required to pay any additional amounts under Condition 9 (Taxation) of the Terms and
Conditions of the Securities to the extent any withholding or deduction applies to payments of
principal under the Subordinated Bonds. Accordingly, if any such withholding or deduction were
to apply to any payments of principal under the Subordinated Bonds, the holders of such
Subordinated Bonds may receive less than the full amount due thereunder. There is some risk
under Icelandic law that withholding or deduction in respect of principal could apply on account
of any currency gains deemed to have arisen when such principal is measured in ISK.

Risks related to the market generally

An active secondary market in respect of the Securities may never be established or may be
illiquid and this would adversely affect the value at which an investor could sell its Securities

The Securities may have no established trading market when issued, and one may never develop.
If a market does develop, it may not be very liquid. Therefore, investors may not be able to sell
their Securities easily or at prices that will provide them with a yield comparable to similar
investments that have a developed secondary market. This is particularly the case for Securities
that are especially sensitive to interest rate, currency or market risks, are designed for specific
investment objectives or strategies or have been structured to meet the investment requirements
of limited categories of investors. These types of Securities generally would have a more limited
secondary market and more price volatility than conventional debt securities. Illiquidity may
have a severely adverse effect on the market value of Securities.

If an investor holds Securities which are not denominated in the investor's home currency, the
investor will be exposed to movements in exchange rates adversely affecting the value of its
holding. In addition, the imposition of exchange controls in relation to any Securities could
result in the investor not receiving payments on those Securities

The Issuer will pay principal and interest on the Securities in the Specified Currency. This
presents certain risks relating to currency conversions if an investor's financial activities are
denominated principally in a currency or currency unit other than the Specified Currency. These
include the risk that exchange rates may significantly change (including changes due to
devaluation of the Specified Currency or revaluation of the Investor's currency) and the risk that
authorities with jurisdiction over the Investor's Currency may impose or modify exchange
controls. An appreciation in the value of the Investor's currency relative to the Specified
Currency would decrease (i) the Investor's currency equivalent yield on the Securities, (ii) the
Investor's currency equivalent value of the principal payable on the Securities and (iii) the
Investor's currency equivalent market value of the Securities.

Government and monetary authorities may impose (as some have done in the past) exchange
controls that could adversely affect an applicable exchange rate or the ability of the Issuer to
make payments in respect of the Securities. As a result, investors may receive less interest or
principal than expected, or no interest or principal.
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The value of Fixed Rate Bonds may be adversely affected by movements in market interest rates

Investment in Fixed Rate Bonds involves the risk that subsequent increases in market interest
rates above the rate paid on the relevant Fixed Rate Bonds will adversely affect the value of the
Fixed Rate Bonds.

Credit ratings assigned to the Issuer or any Securities may not reflect all the risks associated
with an investment in those Securities

One or more independent credit rating agencies may assign credit ratings to the Issuer or the
Securities. The ratings may not reflect the potential impact of all risks related to structure,
market, additional factors discussed above, and other factors that may affect the value of the
Securities. A credit rating is not a recommendation to buy, sell or hold securities and may be
revised, suspended or withdrawn by the rating agency at any time.

In addition, rating agencies may assign unsolicited ratings to the Securities. In such
circumstances there can be no assurance that the unsolicited rating(s) will not be lower than the
comparable solicited ratings assigned to the Securities, which could adversely affect the market
value and liquidity of the Securities.

Risks related to the Securities generally
Set out below is a brief description of certain risks relating to the Securities generally:

The exercise of any power under the BRRD, as implemented in Iceland, could materially
adversely affect the rights of holders of Securities

Directive 2014/59/EU (the Bank Recovery and Resolution Directive or BRRD) is designed to
provide the respective authorities with a credible set of tools to intervene sufficiently early and
quickly in an unsound or failing relevant entity. This set of tools includes in particular the “bail-
in tool” which gives resolution authorities the power to write down certain claims of unsecured
creditors of a failing relevant entity and to convert certain unsecured debt claims (including
Securities) to equity. For more information on the Bank Recovery and Resolution Directive, see
“Business Overview — Regulatory and Tax Environment — European Bank Recovery and
Resolution Directive”.

The BRRD has been implemented in Iceland with Act 54/2018 amending the Act on Financial
Undertakings No. 161/2002, by Act 70/2020 on the Recovery and Resolution of Credit
Institutions and Investment Firms, and more recently, by the Hierarchy of Claims Act making
further amendments to the Act on Financial Undertakings, the Recovery and Resolution Act and
the Deposit Insurance and Insurance Schemes Act No. 98/1999.

Therefore, holders of Securities may be subject to any application of the resolution tools (such
as the general bail-in tool) or (in the case of Subordinated Bonds) on any application of the non-
viability loss absorption measure, which may result in such holders losing some or all of their
investment in the Securities, or their rights in respect of the Securities and/or the value of their
investment may otherwise be materially adversely affected. The exercise of any power under the
BRRD, as implemented in Iceland, or any suggestion of such exercise could, therefore,
materially adversely affect the rights of holders of Securities, the price of value of their
investment in any Securities and/or the ability of the Issuer to satisfy its obligations under the
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relevant Securities. Furthermore, the resolution authorities will have the power to amend or alter
the maturity of debt instruments (including the Securities) and other eligible liabilities or amend
the amount of interest payable under such instruments (including the Securities) and other
eligible liabilities, or the date on which the interest becomes payable, including by suspending
payment for a temporary period.

The Securities are unsecured and do not have the benefit of a negative pledge provision

The Securities will be unsecured and do not have the benefit of a negative pledge provision. If
the Issuer defaults on the Securities, or in the event of a bankruptcy, liquidation, reorganisation
or winding-up, then, to the extent that the Issuer has granted security over its assets, the assets
that secure those obligations will be used to satisfy the obligations thereunder before the Issuer
could sell or otherwise dispose of those assets in order to make payment on the Securities. As a
result of the granting of such security, there may only be limited assets available to make
payments on the Securities in the event of an acceleration of the Securities. In addition, the Issuer
is able to issue other similar securities which do have the benefit of security which may impact
on the market price of its securities, such as the Securities, which are unsecured.

Noteholders may have limited rights in the event the Issuer is subject to winding-up proceedings

It should be noted that there is currently some doubt regarding securities that are represented by
global notes and the filing of claims against a financial institution, in the event an issuer becomes
insolvent and is subject to winding-up proceedings. In a judgment from 2011 regarding a debt
issuance programme similar to this Programme, the Supreme Court held that the holder of the
Global Note can file a claim against an estate, not beneficial owners of interests in the Global
Note themselves. As at the date hereof, investors should be aware that they may not be able to
file a claim against the Issuer directly, should the Issuer become insolvent or become the subject
of winding-up proceedings unless their interests in a Global Note have been exchanged for
definitive Securities in accordance with the Terms and Conditions of the Securities. This means
that Noteholders may lose all rights attaching to their interests in a Global Note other than
financial rights, i.e. rights to participate and vote in creditor meetings as well as other rights
which they may have.

The Terms and Conditions of the Securities contain provisions which may permit their
modification without the consent of all investors

The Terms and Conditions of the Securities contain provisions for calling meetings of
Noteholders (including by way of conference call or by use of a videoconference platform) to
consider and vote upon matters affecting their interests generally, or to pass resolutions in writing
or through the use of electronic consents. These provisions permit defined majorities to bind all
Noteholders including Noteholders who did not attend and vote at the relevant meeting or, as the
case may be, did not sign the written resolution or give their consent electronically, and including
those Noteholders who voted in a manner contrary to the majority.

The Principal Paying Agent and the Issuer may agree, without the consent of any of the
Noteholders or Couponholders, to any modification of the Securities, the Coupons, the Deed of
Covenant or the Agency Agreement (as defined under “Terms and Conditions of the Securities”)
which, in the opinion of the Issuer, is of a formal, minor or technical nature or is made to correct
a manifest error to comply with mandatory provisions of the law.
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Any such modification will be binding on all the Noteholders of the relevant Series of Securities.

The value of the Securities could be adversely affected by a change in law or administrative
practice

The Terms and Conditions of the Securities are based on Icelandic law in effect as at the date of
issue of the relevant Securities. No assurance can be given as to the impact of any possible
judicial decision or change to Icelandic law or administrative practice, as the case may be, after
the date of issue of the relevant Securities. No assurance can be given as to the impact of any
possible judicial decision or change to Icelandic law, as the case may be, or administrative
practice after the date of issue of the relevant Securities and any such change could materially
adversely impact the value of any Securities affected by it.
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IMPORTANT INFORMATION

Authorisation

On 2 March 2022 the board of directors of the Issuer approved an ISK 50,000,000,000 Debt
Issuance Programme (the “Programme”) for securities issued under the Programme as described
in this Base Prospectus (the “Base Prospectus™).

Approval of the Base Prospectus

This Base Prospectus has been prepared in accordance with the Prospectus Regulation as implemented in
Iceland by Act no. 14/2020, the Commission Delegated Regulation (EU) 2019/980 as implemented in
Iceland and Act no. 108/2007 on Securities Transactions (the “Act on Securities Transactions™). This Base
Prospectus has been approved by the FSA, as competent authority under Regulation (EU) 2017/1129. The
FSA only approves this Base Prospectus as meeting the standards of completeness, comprehensibility and
consistency imposed by the Prospectus Regulation. Such approval should not be considered as an
endorsement of the Issuer or of the quality of the Securities issued under this Base Prospectus. Investors
should make their own assessment as to the suitability of investing in the Securities.

The size of the Programme

The maximum aggregate nominal amount of all Securities from time to time outstanding under
the Programme will not exceed ISK 50,000,000,000 (or its equivalence in other currencies as
calculated below), subject to increase. An increase in the size of the Programme is subject to an
authorisation of the Issuer's Board of Directors.

For the purpose of calculating the ISK equivalent of the aggregate nominal amount of Securities
issued under the programme from time to time:

a) the ISK equivalent Securities denominated in another Specified Currency (as specified
in the applicable Final Terms in relation to the Securities) shall be determined, at the
discretion of the Issuer, either as of the date on which agreement is reached for the issue
of Securities or on the preceding day on which commercial banks and foreign exchange
markets are open for general business in Iceland, in each case on the basis of the spot
rate for the sale of the ISK against purchase of such Specified Currency in the foreign
exchange market quoted by any bank selected by the Issuer on the relevant day of
calculation;

b) Subject to any existing legal or regulatory restrictions in Iceland, the ISK equivalent of
Securities adjusted for inflation shall be calculated in the manner specified above by
reference to the original nominal amount issued of such Securities.

¢) the ISK equivalent of Securities with one payment on the Maturity Date (Zero coupon
bonds) and Bills (as specified in the applicable Final Terms in relation to the relevant
Securities) and other Securities issued at a discount or a premium shall be calculated in
the manner specified above by reference to the net proceeds received by the Issuer for
the relevant issue.
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Company Statement

The CEO of Kvika, on behalf of the Issuer, is responsible for the content of this Base Prospectus
and hereby declares that, to the best of his knowledge, having taken all reasonable care to ensure
that such is the case, that the information in this Base Prospectus is, in accordance with the facts
and contains no omission likely to affect its import.

Reykjavik, 16 June 2022

For and on behalf of Kvika

Marin6 Orn Tryggvason
CEO of Kvika

Statutory Auditor

The Company's audit firm is Deloitte ehf., reg. no. 521098-2449, Smératorgi 3, 201 Kdpavogi,
Iceland. Kvika's auditor is Palina Arnadottir, State Authorised Public Accountant and member
of the Institute of State Authorised Public Accountants in Iceland. Deloitte ehf. has been the
Company's audit firm since it was elected its audit firm, at the Company's Annual General
Meeting in March 2016.

Deloitte has audited the consolidated financial statements of Kvika for the years ended 31
December 2021 and 2020 and reviewed the consolidated financial statements of Kvika for the
six months ended 30 June 2021 and 2020. The auditor’s report in the Consolidated Financial
Statements of the Issuer for 2021 and 2020 and and the review reports for the six months ended
30 June 2021 and 2020 were signed with an unmodified opinion.

Information incorporated by reference

This Base Prospectus is to be read in conjunction with all documents which are deemed to be
incorporated herein by reference. This Base Prospectus shall be read and construed on the basis
that such documents are incorporated and form part of this Base Prospectus. The following
information shall be incorporated by reference in, and form a part of this Base Prospectus and
will remain available for at least 10 years after the publication of the Prospectus.:

The Bank’s un-audited condensed consolidated financial statements for the period ended
31.3.2022:

https://attachment.news.eu.nasdag.com/a028654792839947c4e41a843eca065e6

The Bank’s audited consolidated financial statements for the year ended 31.12.2021, together
with the audit report thereon:
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https://attachment.news.eu.nasdag.com/a02c16ebf66fdb9c8a48e5f7ea54ae6f6

The Bank’s audited consolidated financial statements for the year ended 31.12.2020, together
with the audit report thereon:

https://newsclient.omxgroup.com/cds/DisclosureAttachmentServlet?showlnline=true&message
Attachmentld=840761

Documents on Display

For 12 months from the date of the publication of the Base Prospectus, the following documents
are available for viewing at the registered office of the Company, and/or electronically on the
Company's website, https://www.kvika.is/en/investor-relations/prospectuses/base-prospecuts/

e The Base Prospectus, dated 16 June 2022, and any supplements thereto as applicable

e The Company's Articles of Association

e The Company's Constitutional Documents

e The Company's Audited consolidated financial statements for the years ended 31
December 2021 and 31 December 2020, together with the audit report thereon

o Allissued Final Terms and any future Final Terms, supplements to this Base
Prospectus and any other documents incorporated into this Base Prospectus by
reference.

Third Party Information

Where third party information has been used in the Base Prospectus, the information has been
accurately reproduced and the source of such information has been identified. As far as the
Company is aware and able to ascertain from information published by those third parties, no
facts have been omitted which would render the reproduced information inaccurate or
misleading. When third party information has been used in the Base Prospectus, it has been on
the basis of publicly available information which is cited in footnotes where applicable.

Listing, Validity and Access to Information

The Base Prospectus is dated 16 June 2022 and is valid for 12 months from the date of the
publication.

Series of Securities issued under the Programme have been admitted to trading on the Regulated
Market of the Nasdaq Iceland. Generally, an application will be submitted to Nasdaq Iceland for
Securities issued under the Programme to be admitted to trading on the aforementioned market
and references in this Base Prospectus to Securities being listed (and all related references) shall
mean that such Securities have been admitted to trading on the regulated market of the Nasdaq
Iceland unless otherwise specified. The Issuer may list the Securities on additional regulated
markets, further, the Issuer may choose to forego listing. A statement on whether an application
has been made to have the Securities listed on a regulated market will be included in the
applicable Final Terms.

This Base Prospectus and copies of Final Terms relating to the Securities which are admitted to
trading on a regulated market will be available on the website of the Issuer, www.kvika.is.
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Investors can request printed copies of the Base Prospectus, free of charge, at the Issuer's
registered office at Katrinartin 2, 105 Reykjavik, Iceland.

Supplements to the Base Prospectus

Following the publication of this Base Prospectus one or more supplements may be prepared by
the Issuer and approved by the FSA in accordance with Article 23 of the Prospectus Regulation.
Statements contained in any such supplements (or contained in any document incorporated by
reference therein) shall, to the extent applicable (whether expressly, by implication or otherwise),
be deemed to modify or supersede statements contained in this Base Prospectus. Any statement
so modified or superseded shall not, except as so modified or superseded, constitute a part of
this Base Prospectus.

In the event of any significant factor arising or any material mistake or accuracy relating to the
information included in this Base Prospectus which is capable of affecting the assessment of any
Securities or any change in the condition of the Issuer which is material in the context of the
Programme or the issue of Securities, the Issuer will prepare and publish a supplement to this
Base Prospectus or publish a new prospectus for use in connection with any subsequent issue of
Securities.

Abbreviations and Definitions

“Kvika”, the “Issuer” or the “Bank” Kvika banki hf., reg. no. 540502-2930, Katrinartini 2, 105
Reykjavik, Iceland

“Act on Financial Undertakings” Act no. 161/2002 on Financial Undertakings

“Act on Prospectuses” Act no. 14/2020 on Prospectuses to be published when
securities are offered to the public or admitted to trading on a
regulated market

“Act on Securities Transactions” Act on Securities Transactions, no. 108/2007
“ALCO” The Bank’s Asset and Liability Committee
“Data Protection Act” Act no. 90/2018, on Data Protection and the Processing of

Personal Data

“Distributor” Any person subsequently offering, selling or recommending
the Securities

“GAMMA” GAMMA Capital Management hf,

“ICAAP” Internal Capital Adequacy Assessment Process
“IFRS” International Financial Reporting Standards
“ILAAP” Internal Liquidity Management Processes
“ISK” Icelandic Krona

“Jupiter” Jupiter Rekstrarfélag hf.

“KES” or “Kvika Asset Kvika eignastyring hf.
Management”
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“KKV’?

BGKSL”

“Kvika Securities” or “KSL”

BGLTV”
“Lykill”

“MiFID II Product
Rules”

“MiFID I1”
“Moody’ s’?

“Nasdaq CSD”

“Ortus”

“PRIIPs Regulation”

“Prospectus Regulation”
“Regulated Market of
Iceland”

“TM Insurance”

“UCITS funds”

“Value Added Tax Act”
“VaR”

“VAT”

“Base Prospectus”

The “FCA”

The “FSA”

The “Group”

The “Securities” and the “Series of

Securities”

The “Programme”

Governance

Nasdaq

KKV Investment Management Ltd.
Kvika Securities Ltd.

Kvika Securities Ltd.

The loan-to-value ratio

Lykill fjarmégnun hf.

the MIFID Il Product Governance rules under Commission
Delegated Directive (EU) 2017/593

Directive 2014/65/EU on Markets in Financial Instruments
Moody’s Investors Service (Nordics) AB

Nasdaq CSD SE, Gtibd & Islandi, reg. no.
Laugavegi 182, 105 Reykjavik

5101190370,

Ortus Secured Finance Ltd.
Regulation (EU) 1286/2014 of the European Parliament and of
the Council of 26 November 2014 on key information

documents for packaged retail and insurance-based investment
products as amended

the Prospectus Regulation (EU) 2017/1129 of the European
Parliament and of the Council of 14 June 2017

The regulated market of Nasdaq Iceland hf.

TM Tryggingar hf.

Undertakings for the Collective Investment in Transferable
Securities

Value Added Tax Act no. 50/1988
Statistical Value at Risk methods

Value Added Tax

This Base Prospectus dated 16 June 2022
The UK Financial Conduct Authority

the Financial Supervisory Authority of the Central Bank of
Iceland

Kvika along with its subsidiaries as at the date of the Base
Prospectus

Securities issued under the Programme

The Group’s ISK 50,000,000,000 Debt Issuance Programme
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APPLICABLE FINAL TERMS

Set out below is the form of Final Terms which will be completed for each Tranche of Bonds
issued under the Programme.

[Date]

[PROHIBITION OF SALES TO RETAIL INVESTORS IN THE EUROPEAN
ECONOMIC AREA AND THE UNITED KINGDOM -

The Securities are not intended to be offered, sold or otherwise made available to and should not
be offered, sold or otherwise made available to any retail investor in the European Economic
Area (“EEA”) or in the United Kingdom. Consequently no key information document required
by Regulation (EU) No 1286/2014 (as amended) (the “PRIIPs Regulation”) for offering or
selling the Securities or otherwise making them available to retail investors in the EEA or in the
United Kingdom has been prepared and therefore offering or selling the Securities or otherwise
making them available to any retail investor in the EEA or in the United Kingdom may be
unlawful under the PRIIPs Regulation. For these purposes, a retail investor means a person who
is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive
2014/65/EU (as amended) (“MiFID 1I); (ii) a customer within the meaning of Directive (EU)
2016/97 (as amended), where that customer would not qualify as a professional client as defined
in point (10) of Article 4(1) of MIFID II; or (iii) not a qualified investor as defined in Regulation
(EU) 2017/1129 of the European Parliament and of the Council of 14 June 2017 on the
prospectus to be published when securities are offered to the public or admitted to trading on a
regulated market, and repealing Directive 2003/71/EC.]

[MIFID 11 Product Governance / Eligible Counterparties and Professional Clients Only
Target Market

Solely for the purposes of the manufacturer's product approval process, the target market
assessment in respect of the Securities has led to the conclusion that (i) the target market for the
Securities is eligible counterparties and professional clients only, each as defined in Directive
2014/65/EU (as amended, “MiFID 11”); and (ii) all channels for distribution of the Securities to
eligible counterparties and professional clients are appropriate. [specify further target market
criteria] [specify negative target market, if applicable.] Any person subsequently offering, selling
or recommending the Securities (a “Distributor”) should take into consideration the
manufacturer's target market assessment; however, a Distributor subject to MIFID Il is
responsible for undertaking its own target market assessment in respect of the Securities (by
either adopting or refining the manufacturer's target market assessment) and determining
appropriate distribution channels.]

[MIFID Il Product Governance / Eligible Counterparties, Professional Clients and Retail
Clients Target Market

Solely for the purposes of the manufacturer's product approval process, the target market
assessment in respect of the Securities has led to the conclusion that (i) the target market for the
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Securities is eligible counterparties, professional clients and retail clients, each as defined in
Directive 2014/65/EU (as amended, “MiFID II”"), and [(ii) all channels for distribution of the
[Securities] are appropriate[, including investment advice, portfolio management, non-advised
services and execution-only]] [(ii) the following channels for distribution of the Securities are
appropriate: investment advice [,] [and] portfolio management [,] [and] [non-advised services]
[and execution-only]] [(ii) all channels for distribution to eligible counterparties and professional
clients are appropriate; and (iii) the following channels for distribution of the Securities to retail
clients are appropriate: investment advice [,] [and] portfolio management [,] [and] [nonadvised
services] [and execution-only] [, subject to the distributor's suitability and appropriateness
obligations under MiIFID Il, as applicable]. [specify further target market criteria] [specify
negative target market, if applicable]] Any person subsequently offering, selling or
recommending the Securities (a “Distributor”) should take into consideration the manufacturer's
target market assessment; however, a Distributor subject to MIFID Il is responsible for
undertaking its own target market assessment in respect of the Securities (by either adopting or
refining the manufacturer's target market assessment) and determining appropriate distribution
channels.]
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Kvika Banki hf.

Issue of [Aggregate nominal amount of tranche] [Title of Securities]

under the ISK 50,000,000,000 Debt Issuance Programme

PART A: CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions of
the Securities set forth in the Base Prospectus dated 16 June 2022 and any supplements if applicable. This
document constitutes the Final Terms of the Securities described herein for the purposes of Article 8 (2) of
the Prospectus Regulation, as amended (which includes the amendments made by Regulation
2017/1129/EU) and must be read in conjunction with the Base Prospectus and any supplements, if
applicable, which constitute a base prospectus for the purposes of the Prospectus Regulation. Full
information on the Issuer and the offer of the Securities is only available on the basis of the combination of
these Final Terms, the Base Prospectus and any supplements, if applicable. The Base Prospectus, any
supplements and the Final Terms are available for viewing at the Issuer's website, www.kvika.is and at the
office of the Issuer at Katrinartin 2, 105 Reykjavik, Iceland.

1. Issuer

i. Series Number:
il. Tranche Number:
iii. Ticker:

3. Specified Currency

4. Aggregate Nominal Amount:

i. Tranche:
il. Series:

5. Issue Price:

6. Specified Denominations:

Kvika banki hf.

[]
[]
[]
[]

[]
[]

[ 1% of the Aggregate Nominal Amount [plus accrued
interest from [insert date] (if applicable)]

[]
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10.

11.

12.

13.

14.

i. Issue Date

il. Interest Commencement
Date:

Maturity Date:

Interest Basis:

Redemption/Payment basis:

Change of interest basis or
redemption/Payment basis:

Investor Put/Issuer Call

Prepayment

Status of the Securities
(If Subordinated, include:)

0] Redemption upon
occurrence of Capital
Event:

(i) Substitution or variation:

| P
) ‘ ‘ KVLKA
i ‘

[]
[Specify/Not Applicable]

[]

[[ ] % Fixed Rate]

[[ ] month [EURIBOR/REIBOR/specify other] +/- [ ] %
Floating Rate]

[Zero Coupon]

[Not Applicable/specify other]

[see paragraph [22]/[23]/[24]/ below]

[Annuity Bonds/Equal Principal Payments/Subject to any
purchase or cancellation or early redemption, the Securities
will be redeemed on the Maturity Date at [ ] per cent. of their
nominal amount/Specify other]

[see paragraph [18]/[19]/[20]/[21] below]
[Not Applicable]

[Specify details of any provision for change of Securities into
another Interest Basis or Redemption/Payment basis]

[Investor Put]
[Issuer Call]
[Not Applicable]

[see paragraph [26/27] below]

[Not Applicable/Specify details of any provision for
prepayment of the Securities]

[Unsubordinated/Subordinated]

[Applicable-Condition 7.12 applies/Not Applicable]

[Applicable-Condition 7.13 applies/Not Applicable]
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15.

16.

17.

18.

19.
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Approval for the Issuance of the  [Specify details of approval for the issuance of the Securities]

Securities: ]
[Date/ Not Applicable]

Calculation Agent: [Issuer/(specify other)]
Clearing Agent: The Securities are electronically registered with the [Nasdaq
CSD/specify other]

PROVISIONS RELATING TO INFLATION LINKED SECURITIES
Inflation Linked Securities [Applicable/Not Applicable]

(If not applicable, delete the remaining subparagraph
of this paragraph)

i Base Index Means [to be inserted], being the value of the CPI on
[to be inserted]

PROVISIONS RELATING TO ANNUITY BONDS

Annuity Bonds [Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs
of this paragraph)

i Rate(s) of Interest [[ 1 % Fixed Rate per annum]

[[EURIBOR/REIBOR/specify other] +/-[] %
Floating Rate]

[Specify other]

[Payable [annually/semi-
annually/quarterly/monthly/Specify other] in arrears]

ii. Number of Interest Payment []

Dates:
iii. Interest Payment Dates: [The [ ] day in [each month/the months of [ ] ] in each
year up to and including the Maturity Date].
First Interest Payment Date being [ ].
(Amend appropriately in the case of irregular
coupons)
iv. Number of Principal Payment []
Dates:
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V. Principal Payment Date(s): [The [ ] day in [each month/the months of [ ] ] in each
year up to and including the Maturity Date / Specify
other]

First Principal Payment Date being [ ].

Vi. Day Count Fraction: [Actual/Actual (ICMA)] [Actual/365] [Actual/365
(Fixed)] [Actual/365 (Sterling)] [Actual/360] [30/360]
[/360/360] [Bond Basis] [30E/360] [Eurobond Basis]
[Specify other]

Vii. Other Terms and Conditions [None/Specify]
applicable to Annuity Bonds:

PROVISIONS RELATING TO EQUAL PRINCIPAL PAYMENT BONDS INCLUDING
BONDS WITH ONE PAYMENT OF PRINCIPAL ON MATURITY DATE

20. Equal Principal Payment Bonds [Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs
of this paragraph)

i Rate(s) of Interest [[ 1 % Fixed Rate per annum]

[[EURIBOR/REIBOR/specify other] +/-[] %
Floating Rate]

[Specify other]

[Payable [annually/semi-
annually/quarterly/monthly/Specify other] in arrears]

ii. Number of Interest Payment Dates: [1

iii. Interest Payment Dates: [The [ ] day in [each month/the months of [ ] ] in each
year up to and including the Maturity Date].

First Interest Payment Date being [ ].

(Amend appropriately in the case of irregular

coupons)
iv. Number of Principal Payment Dates:  []
V. Principal Payment Date(s): [The [ ] day in [each month/the months of [ ] ] in each

year up to and including the Maturity Date / On each
Interest Payment Date / Maturity Date / Specify other]

First Principal Payment Date being [ ]

vi. Day Count Fraction: [Actual/Actual (ICMA)] [Actual/365] [Actual/365
(Fixed)] [Actual/365 (Sterling)] [Actual/360] [30/360]
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[/360/360] [Bond Basis] [30E/360] [Eurobond Basis]

[Specify other]
Vii. Other Terms and  Conditions [None/Specify]
applicable to Equal Principal Payment
Bonds:

PROVISIONS RELATING TO DERIVATIVE LINKED SECURITIES
21. Derivative Linked Securities [Applicable/Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph)

[The provisions of Condition 6.4 Payments in
respect of Derivative Linked Securities shall

apply ]
i.  Underlier/Basket of underliers [specify]
ii.  Underlier Sponsor [specify]
iii.  Weighting [The weighting to be applied to each item

comprising the Basket to ascertain the Underlying
Performance is [ ]/Not Applicable]

(N.B. Only applicable in relation to Derivative
linked Securities relating to a Basket)

iv. Final Redemption Amount [Agaregate  Nominal Amount [1 + Underlier
Performance]/specify]

v.  Formula for calculating the Underlier [1

Performance
(specify details)

vi.  Principal Payment Date(s): [Maturity Date / Specify other]

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

22. Fixed Rate Bond Provisions: [Applicable/Not Applicable]
(If not applicable, delete the remaining subparagraphs
of this paragraph)
i Rate(s) of Interest [ 1% per annum [payable [annually/semi-

annually/quarterly/monthly/Specify other] in arrears]
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Interest Payment Dates: [The [ ] day in [each month/the months of [ ] ] in each
year up to and including the Maturity Date]. First
Interest Payment Date being [ ].

(Amend appropriately in the case of irregular
coupons)

Day Count Fraction [Actual/Actual (ICMA)] [Actual/365] [Actual/365
(Fixed)] [Actual/365 (Sterling)] [Actual/360] [30/360]
[/360/360] [Bond Basis] [30E/360] [Eurobond Basis]

[Specify other]
iv. Determination Date(s) [[]in each year / Not Applicable]
Only relevant where Day Count Fraction is
Actual/Actual (ICMA). In such a case, insert regular
interest payment dates, ignoring issue date or maturity
date in the case of a long or short first or last coupon
V. Other terms relating to the method [None/give details]
of calculating interest for Fixed
Rate Bonds
23. Floating Rate Bond Provisions: [Applicable/Not Applicable]
(If not applicable, delete the remaining
subparagraphs of this paragraph)
i. Specified Period(s)/Specified Interest [The [ ] day in [each month/the months of []] in
Payment Dates: each year up to and including the Maturity
Date/Specify other].
First Interest Payment Date being [ ].
ii. Business Day Convention: [Floating Rate Convention / Following Business
Day Convention / Modified Following Business
Day Convention / Preceding Business Day
Convention / specify other]
iii. Manner in which the Rate of Interest [Screen Rate Determination / specify other]
and Interest Amount is to be
determined:
iv. Party responsible for calculating the [Issuer / specify other]

Rate of Interest and Interest Amount:
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V. Screen Rate Determination

— Reference Rate:

— Interest Determination
Date(s)

— Relevant Screen Page

Vi. Margin(s) to Maturity Date:

vii. Minimum Rate of Interest:

viii.  Maximum Rate of Interest:

iX. Day Count Fraction:

X. Fallback provisions, rounding

provisions and any other terms
relating to the method of calculating
interest on Floating Rate Bonds, if
different from those set out in the
Terms and Conditions:

Zero Coupon Bond Provisions

i. Accrual Yield:
ii. Reference Price:

iii. Any  other  formula/basis  of
determining amount payable:
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[Applicable / Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph)

[ 1 [year / month / week / overnight]

[EURIBOR / REIBOR / specify other]

[Two business days prior to the start of each
Interest Period/Specify other]

[[ 1/Not applicable]
(Give details)

[[+/-]% per annum/Not Applicable]

[[ ] % per annum/Not Applicable]
[[ ] % per annum/Not Applicable]

[Actual/Actual (ICMA)] [Actual/365]
[Actual/365 (Fixed)] [Actual/365 (Sterling)]
[Actual/360] [30/360] [/360/360] [Bond Basis]
[30E/360] [Eurobond Basis] [Specify other]

[Applicable/Not Applicable]

[Applicable/Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph)

[ 1% per annum

Issue Price

[]
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iv. Day Count Fraction in relation to [Conditions 7.8 b) and 7.11 apply/specify other]
Early Redemption Amounts and late
payment:
Bill Provisions [Applicable/Not Applicable]
(If not applicable, delete the remaining
subparagraphs of this paragraph)
I. Discount Yield: [ 1% per annum equivalent to [ ]% simple interest
ii. Reference Price: [Issue Price/specify other]
iii. Any  other  formula/basis  of [Not Applicable/specify other]
determining amount payable:
iv. Day Count Fraction in relation to [Conditions 7.8 b) and 7.11 apply/specify other]

Early Redemption Amounts and late
payment:

PROVISIONS RELATING TO REDEMPTION

Vi.

Issuer Call: [Applicable/Not Applicable]

(If applicable specify details. If not applicable,
delete the remaining subparagraphs of this
paragraph)

Optional Redemption Date(s): [1

Optional Redemption Amount of each  [[ ] per Security of [ ] Specified Denomination]
Security and method, if any, of

calculation of such amount(s): [Condition 7.8 applies]

If redeemable in part: [Applicable/Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph)

Minimum Redemption Amount: [1
Maximum Redemption Amount: [1

Notice Period (if other than as set out []
in the Terms and Conditions):
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27. Investor Put:

28. Final Redemption Amount of each
Security:

29. Early Redemption Amount of each
Security payable on redemption and/or the
method of calculating the same (if required or
if different from that set out in Condition 7.8):

[Applicable/Not Applicable]

(Only applicable to Unsubordinated Securities. If
applicable specify details)

[[ 1T % per Security of [ ] Specified
Denomination/Specify other]

[Not applicable/give details]

GENERAL PROVISIONS APPLICABLE TO THE SECURITIES

30. Additional Financial Centre(s) or other
special provisions relating to Payment
Days:

31. Redenomination applicable

32. Other Final Terms:

33. Representation of Security Holders

DISTRIBUTION
34. Method of Distribution:

i If syndicated, names of Managers:

[Not Applicable/give details]

(Note that this item relates to the place of payment
and not Interest Period end dates)

Redenomination [not] applicable

(If Redenomination is applicable, specify the
applicable Day Count Fraction and any
provisions necessary to deal with floating rate
interest calculation (including alternative
reference rates))

[Not Applicable/ Specify other]

(When adding any other final terms consideration
should be given as to whether such terms
constitute  significant new  factors and
consequently trigger the need for supplements to
the Base Prospectus under Article 23 of the
Prospectus Regulation)

[Not Applicable/give details, including the

website where the public may have free access to
the contracts relating to the representation.]

[Syndicated/Non-syndicated]

[Not Applicable/give names]
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ii. Stabilizing Manager (if any): [Not Applicable/give names]
35. If non-syndicated, name of relevant Dealer: [Not Applicable/give names]

36. Additional selling restrictions: [Not Applicable/give details]
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PART B: OTHER INFORMATION
Listing and admission to trading

i Admission to trading

ii. Estimate of total expenses related to
admission to trading:

iil. Markets where securities of the same
class are already admitted to trading

iv. Liquidity Provider(s)

Rating

Notification
[Applicable/Not Applicable]

W

[Application has been made for the Securities to
be admitted to trading on [Nasdag
Iceland/specify other] with effect from [ ]/ Not
Applicable]

[]

[Nasdaq Iceland/specify other/None]

[Not applicable/name and address of Liquidity
Provider(s) and description of the main terms of
the arrangement]

[Not Applicable/Specify] (Insert details)

(If not applicable, delete the remaining subparagraph of this paragraph)

The [FSA/specify other] has [been requested to provide/has provided] the [names of competent
authorities of host Member States] with a certificate of approval attesting that the Base Prospectus
has been drawn up in accordance with the Prospectus Regulation.

Interests of natural and legal persons involved with the Issue

[Save for any fees payable to the [Managers/Dealer/Advisor], so far as the Issuer is aware, no
person involved in the issue of the Securities has an interest material to the issue./Specify Other]

(When adding any other description, consideration should be given as to whether such matters
described constitute “significant new factors” and consequently trigger the need for a supplement
to the Base Prospectus under Article 23 of the Prospectus Regulation.)
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5. Use of Proceeds, Estimated net proceeds and total expenses

Use of proceeds: [For general funding purposes of the Issuer]

[The Securities constitute Green Financing
Instruments and an amount equal to the net
proceeds of the issue of the Securities will be used
to finance or refinance, in whole or in part, the
Issuer's investments in Eligible Assets , as further
described in the Issuer's Green Financing
Framework dated October 2021 (as amended or
supplemented from time to time) available on the
Issuer's website] [For Green Financing
Instruments only, include weblink for relevant
framework and any other relevant information]

[Specify other]
Estimated net proceeds: [1
Estimated total expenses: []
6. Yield (Fixed Rate Bonds only)
Indication of yield: [Not Applicable/[ 1% per annum]

(Note: The yield is calculated as on the Issue Date
on the basis of the Issue Price. It is not an
indication of future yield.)

7. Historic Interest Rates (Floating Rate Bonds only)

[Not Applicable/Details of historic [EURIBOR/REIBOR/other] rates can be obtained from [Give
details].]

8. Performance of CPI, Explanation of effect on value of investment and associated risks and
other information concerning the underlying (Inflation Linked Securities only)

[Not Applicable/The general cash flow of the Securities is determined in real terms on the Issue Date.
The nominal value of each future payment depends on the development of the CPI as demonstrated
by the formulas in Conditions 6.2(b) and 6.3(b) in the Terms and Conditions.

The Icelandic Consumer Price Index (CPI) is produced based on data from Statistics Iceland.
Information about the CPIl can be obtained from the website of Statistics of Iceland being
https://statice.is/publications/indices-overview/.
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The Issuer [intends to provide post-issuance information (specify what information will be reported
and where it can be obtained)/does not intend to provide post-issuance information]]

9. Operational Information

i. ISIN Code [1
ii. Common Code [1
iii. CFI []
iv. FISN []
V. Delivery Delivery [against/free of] payment
Vi. Names and addresses of additional [Applicable/Not Applicable/give details]
Paying Agent(s) (if any):
vii. Intended to be held in a manner [Yes/No]
which would allow Eurosystem . o
eligibility: [Note that the designation “yes” simply means that

the Securities are intended upon issue to be
deposited with one of the international CSD ‘s as
common safekeeper and does not necessarily mean
that the Securities will be recognised as eligible
collateral for Eurosystem monetary policy and
intra-day credit operations by the Eurosystem
either upon issue or at any or all times during their
life. Such recognition will depend upon satisfaction
of the Eurosystem eligibility criteria.]

[include this text if “yes” selected in which case the
Bonds must be issued in NGN form.]

RESPONSIBILITY The Issuer accepts responsibility for the information contained in these Final
Terms. [[Relevant third party information] has been extracted from [specify source]. The Issuer confirms
that such information has been accurately reproduced and that, so far as it is aware and is able to ascertain
from information published by [specify source], no facts have been omitted which would render the
reproduced information inaccurate or misleading].

Signed on behalf of the Issuer:

Duly authorized Duly authorized
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TERMS AND CONDITIONS OF THE SECURITIES

The Securities are debt securities, either bonds or bills, issued by Kvika, and will be issued in
compliance with applicable Icelandic laws and regulations. The following are the Terms and
Conditions of the Securities which will be incorporated by reference into any Securities issued
under the Programme (the “Terms and Conditions” or “Condition(s)”). The applicable Final
Terms in relation to any tranche of Securities specify which Terms and Conditions apply in each
case, as different Terms and Conditions may apply for different Securities issued under the
Programme.

Relevant Final Terms included in the Base Prospectus include options, as well as brackets, which
are to include information that is not known at the time of publication of the Base Prospectus.
Under the applicable Final Terms for each tranche of Securities issued under the Programme the
Terms and Conditions have been finalized and will be thus published on the Issuer's website
www.kvika.is. In the applicable Final Terms of Securities issued under the Programme, any
reference to Terms and Conditions is a reference to the Terms and Conditions set out in this
chapter Terms and Conditions of the Securities included in this Base Prospectus.

References herein to “Securities”, “Bonds” or “Bills” shall be references to all such Securities
of a particular Series (as defined below) unless context indicates otherwise and shall mean the
units of the lowest denomination specified in the relevant Final Terms in the currency specified
in the relevant Final Terms.

References herein to “Security Holder(s)” or to “Holder(s)” or to “Investor(s)” shall mean the
registered owners the Securities issued under the Programme, in accordance with Act
n0.131/1997 on electronic registration of securities, unless context indicates otherwise.

As used herein, “Tranche”, means Securities which are identical in all respects (including as to
listing and admission to trading on a Regulated Market) and a “Series” or “Series of Securities”
means a Tranche of Securities together with any further Tranche or Tranches of Securities which
(i) are expressed to be consolidated and form a single series and (ii) have the same terms and
conditions or terms and conditions which are the same in all respects save for the issue dates,
issue amount and date of the first payment of interest thereon and the date from which interest
starts to accrue.

Copies of the applicable Final Terms are available for viewing on the Issuer's website,
www.kvika.is. Further, copies of the applicable Final Terms can be obtained at the registered
offices of the Issuer.

Except where the context otherwise requires, capitalised terms used and not otherwise defined
in these Terms and Conditions (including the preceding paragraphs) shall bear the meanings
given to them in the applicable Final Terms.
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1. Definitions

In these Terms and Conditions:

o any reference to principal shall be deemed to include indexation if the Securities are
indexed and any premiums which are payable with respect to Securities and any amount
which is inherently principal;

o if an expression, explanation, definition or statement is provided in the Terms and
Conditions to have a specific meaning in the Final Terms, but the relevant Final Terms
gives no such meaning or specifies that such expression is “not applicable” then such
expression is not applicable to the relevant Securities;

e where the word “including” appears in these Terms and Conditions the words “without
limitation” shall be deemed to be inserted immediately afterwards;

e Any use of terminology or other words, in the singular or plural shall be deemed to be
interchangeable unless the context otherwise requires;

o any reference to timing in the Terms and Conditions shall be taken to mean Icelandic
local time, unless otherwise stated; and

¢ when reference is made to laws and regulations it shall be construed as a reference to
Icelandic law and regulations, as amended, unless otherwise stated.

Accrual Period In accordance with Condition 5.7(c)(i), the relevant period from
(and including) the most recent Interest Payment Date (or, if
none, the Interest Commencement Date) to (but excluding) the
relevant payment date.

Accrual Yield In relation to Zero Coupon Bonds, the meaning given in the
applicable Final Terms.

Agency Agreement Shall mean the agency agreement (if any) to be entered into
between the Issuer and applicable agents.

Amortised Face Amount The meaning given in Condition 7.8(b)(c).
Annuity Amount The meaning given in Condition 6.2(a).

Annuity Securities Securities which will be redeemed in Annuity Amounts (subject
to adjustment for indexation in accordance with the provisions
specified in the applicable Final Terms) on one or more Interest
Payment Dates as specified in the applicable Final Terms.

Applicable Final Terms  The form of Final Terms (Part A of the Final Terms or the
relevant provisions thereof) which will be completed for each
Tranche of Securities issued under the Programme.

Base Index Means the index value defined in the applicable Final Terms,
being the value of the CPI on the date defined in the applicable
Final Terms.
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Bonds

Business Day

Business Day
Convention

Calculation Agent

Bills

CPI

Day Count Fraction
Dealer

Derivative linked
Securities

Determination Date
Determination Period

Discount Yield

Early Redemption
Amount
Equal Payment Amount

EU
EURIBOR

Final Redemption
Amount
Financial Indebtedness

Securities bearing interest, but not excluding Zero Coupon
Bonds, issued or to be issued by the Issuer under the Programme.
May be Subordinated Bonds or Unsubordinated Bonds

The meaning in Condition 5.7(a).

In respect of a Tranche of Securities, either the Specified Periods
or the Interest Payments Dates, the business day convention
specified in the applicable Final Terms and determined in
accordance with Conditions 5.7(b).

The meaning (if any) given in the applicable Final Terms.

Securities that are offered and sold at a discount to their nominal
amount and will not bear interest. Bills will have a maximum
final maturity of 13 months when issued.

The consumer price indexation, as calculated by Statistics
Iceland in accordance with Act on Price Indexation no. 12/1995
and published monthly in the Legal Gazette in Iceland (Ice.
“Logbirtingabladid”) or its successors.

The meaning given in Condition 5.7(c).
Any dealer appointed by the Issuer (if any).

Securities whose principal payments and/or Final Redemption
Amount are adjusted for Underlier performance on such date or
dates as decided by the Issuer and set out in the Final Terms.

The meaning given in the applicable Final Terms.
The meaning given in Condition 5.7(d).

In relation to Bills, the meaning given in the applicable Final
Terms.

The amount calculated in accordance with Condition 7.8.

The meaning given in Condition 6.3(a).
The European Union.
Euro-zone inter-bank offered rate.

The meaning given in the applicable Final Terms.

As defined in Condition 11 of the Terms and Conditions.
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Fixed Rate Bonds

Floating Rate
Convention
Floating Rate Bonds

FSA

Following Business Day
Convention
Index Ratio

Inflation Linked
Annuity Bonds

Inflation Linked Equal
Principal Payment
Bonds

Interest Amount

Interest Commencement
Date

Bonds that pay a fixed rate of interest on such date or dates as
may be decided by the Issuer and specified in the applicable
Final Terms and on redemption calculated on the basis of such
Day Count Fraction as may be decided by the Issuer.

The meaning given in Condition 5.7(b)(i).

Bonds which bear interest at a rate determined:

(M on the basis of a reference rate appearing on the
agreed screen page of a commercial quotation
service; or

(i) on such basis as may be set out in the applicable
Final Terms.

The Financial Supervisory Authority of the Central Bank of
Iceland

The meaning given in Condition 5.7(b)(ii).

The value of the Index Ratio (IR) on the relevant Interest
Payment Date shall be the value of the Reference Index (RI)
applicable to the relevant Interest Payment Date divided by the
value of the Base Index (BI) as calculated by the Issuer.

Bonds that pay an Annuity Amount adjusted for inflation on
such date or dates as decided by the Issuer and set out in the
Final Terms.

Bonds, including Bonds with one payment of principal on
Maturity Date, that pay an Equal Payment Amount adjusted for
inflation on such date or dates as decided by the Issuer and set
out in the Final Terms.

The amount of interest payable on the Floating Rate Bonds in
respect of each Specified Denomination for the relevant Interest
Period, as calculated in accordance with Condition 5.4(d) or the
amount of interest payable on Inflation Linked Annuity Bonds
or Inflation Linked Equal Principal Payment Bonds in respect of
each Specified Denomination for the relevant Interest Period, as
calculated in accordance with Conditions 5.1 and 5.2
respectively.

In the case of interest-bearing Securities, the date specified in
the applicable Final Terms from (and including) which interest
will accrue in respect of the relevant Securities.
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Interest Determination
Date

Interest Payment

Interest Payment Date

Interest Period

Investor or Security
Holder

Investor Put

ISK or Icelandic Krona
or krénur
Issue Date

Issue Price

Issuer Call

Margin
Maturity Date

Member State

Modified Following
Business Day
Convention

In respect of Floating Rate Bonds to which Screen Rate
Determination is applicable, the meaning given in the applicable
Final Terms.

The meaning given in Condition 5.1.

In respect of Fixed Rate Bonds, Inflation Linked Annuity Bonds
and Inflation Linked Equal Principal Payment Bonds, the
meaning given in the applicable Final Terms. In respect of
Floating Rate Bonds, the meaning given in Condition 5.4(a).

In accordance with Condition 5.7(e) the period from (and
including) an Interest Payment Date (or the Interest
Commencement Date) to (but excluding) the next (or first)
Interest Payment Date.

The registered owners of the Securities issued under the
Programme.

If specified as applicable in the applicable Final Terms, the
provision by which the Investor may redeem a Series of
Securities in accordance with Condition 7.4.

The lawful currency of the Republic of Iceland.

Each date on which the Issuer issues a Tranche of Securities
under the Programme, as specified in the applicable Final
Terms.

The price, generally expressed as a percentage of the nominal
amount of the Securities, at which a Tranche of Securities will
be issued.

If specified as applicable in the applicable Final Terms, the
provision by which the Issuer may redeem a Series of Securities
in accordance with Condition 7.3.

As specified in the applicable Final Terms (if any).
As specified in the applicable Final Terms.

A state which is a party to the Agreement on the European
Economic Area or the European Free Trade Association Treaty,
or the Faroe Islands.

The meaning given in Condition 5.7(b)(iii).
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CSD Agent or CSD Kvika banki hf., or any successor agent appointed as such, in its

System Account capacity as a Nasdaq CSD system account operator or an
Operator account operator with any other clearing system as applicable.
Paying Agents The Issuer, Kvika banki hf. and any other paying agent

appointed (if any).
Payment Day The meaning given in Condition 6.4.

Preceding Business Day  The meaning given in Condition 5.7(b)(iv).

Convention

Principal Amount The meaning given in Condition 5.7(f).

Outstanding

Programme Debt Issuance programme established by the Issuer. The
maximum aggregate nominal amount of all Securities from time
to time outstanding under the Programme will not exceed ISK
30,000,000,000 (or its equivalence in other currencies calculated
as described herein), subject to increase as described herein.

Put Notice The meaning given in Condition 7.4.

Rate of Interest In respect of a Series of interest-bearing Bonds, the rate of
interest payable from time to time in respect of such Bonds
determined in accordance with the Terms and Conditions and
the applicable Final Terms.

Redemption The applicable Final Terms will indicate either that the relevant
Securities cannot be redeemed prior to their stated maturity
(other than for taxation reasons or following an Event of
Default) or that such Securities will be redeemable at the option
of the Issuer and/or the Security Holders. The terms of any such
redemption, including notice periods, any relevant conditions to
be satisfied and the relevant redemption dates and prices will be
indicated in the applicable Final Terms. The applicable Final

Redeemed Securities The meaning given in Condition 7.3.

Redenomination Date A date, specified in a notice to Security Holders, when
redenomination of Securities will come into effect.

Reference Price In respect of a Zero Coupon Bond and Bills, the meaning given
in the applicable Final Terms.

Reference Rate In respect of Floating Rate Bonds to which Screen Rate
Determination applies, the meaning given in the applicable Final
Terms

Regulated Market Means a medium for the exchange of goods or services over

which a government body exerts a level of control.
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REIBOR
Relevant Date

Relevant Screen Page

Screen Rate
Determination

Selection Date

Series

Specified Denomination

Specified Interest
Payment Date

Terms and Conditions
or Conditions
Tranche

Zero Coupon Bonds

€, Euro, EUR or euro

£ or Sterling

$, U.S.$, U.S. Dollars,
US Dollars or USD

Reykjavik Inter Bank Offered Rate
The meaning given in Condition 9 (Taxation).

In respect of Floating Rate Bonds or Rest Bonds to which Screen
Rate Determination applies, the meaning given in the Final
Terms.

If specified as applicable in the applicable Final Terms, the
manner in which the Rate of Interest on Floating Rate Bonds is
to be determined in accordance with Condition 5.4(b).

The meaning given in Condition 7.3.

A Tranche of Securities together with any further Tranche or
Tranches of Securities which (i) are expressed to be
consolidated and form a single series and (ii) have the same
terms and conditions or terms and conditions which are the same
in all respects save for the amount and date of the first payment
of interest thereon and the date from which interest starts to
accrue.

In respect of a Series of Securities, the denomination or
denominations of such Securities as specified in the applicable
Final Terms.

In respect of Floating Rate Bonds, the meaning (if any) given in
the applicable Final Terms.

The terms and conditions of the Securities.

Issues of Securities which are identical in all respects (including
as to listing and admission to trading on a Regulated Market).

Bonds which will be offered and sold at a discount to their
nominal amount and which will not bear interest.

The currency of the European economic monetary union.

The lawful currency of the United Kingdom of Great Britain and
Northern Ireland.

The lawful currency of the United States of America.
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2. Form, Denomination and Title

The Securities issued by Kvika under the Programme are in registered form issued electronically
in a Central Securities Depository, Nasdag CSD Iceland hf., or any other CSD as decided by the
Issuer. There are no restrictions on the transfer of Securities issued under the Programme.
However, the Securities can only be transferred to named parties, and only account operators, as
they are defined in Act no. 7/2020 on Central Securities Depositories, Settlement and Electronic
Registration of Financial Instruments., are permitted to act as intermediaries in the transfer of
their ownership. The registration of electronic security certificates in a CSD system grants their
owners legal authority to the rights for which they are registered.

The Securities may take the form of Bonds or Bills, issued in the currency specified in the
applicable Final Terms. The Securities may be derivative linked, inflation linked or non-inflation
linked, they can be in the form of an Annuity or have Equal Principal Payments (including a
Bond with one payment of principal on Maturity Date (a zero-coupon bond)), Securities can
have a Fixed Rate or Floating Rate or a combination of any of the foregoing, depending upon
the interest basis and redemption/payment basis shown in the applicable Final Terms.

Further, the Securities may be Unsubordinated Securities or Subordinated Bonds, depending on
the Status shown in the applicable Final Terms.

3. Prioritisation

3.1 Unsubordinated Securities

This Condition 3.1 is applicable in relation to Securities specified in the applicable Final Terms
as being Unsubordinated Securities. The Securities are direct, unconditional, unsubordinated and
unsecured obligations of the Issuer and rank pari passu among themselves and with all other
obligations of the Issuer that have been provided the same priority (save for certain obligations
required to be preferred by law) (other than subordinated obligations, if any), from time to time
outstanding and will rank pari passu with the claims of all other unsubordinated creditors of the
Issuer (other than those preferred by law) in all other respects. The costs of bankruptcy
administration will rank ahead of claims for payments of the Securities.

3.2 Subordinated Bonds

This Condition 3.2 is applicable in relation to Securities specified in the applicable Final Terms
as being Subordinated Bonds. In such case, the Securities constitute unsecured, subordinated
obligations of the Issuer.

In the event of the liquidation or insolvency (in Icelandic: slit eda gjaldprot) of the Issuer, the
rights of the Security Holders to payments on or in respect of the Subordinated Bonds shall rank:

a) pari passu without any preference among themselves;
b) at least pari passu with payments to holders of any other Tier 2 Instruments and claims

of any other subordinated creditors the claims of which rank, or are expressed to rank,
pari passu with the Subordinated Bonds;
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c) in priority to payments to holders of any Additional Tier 1 Instruments and all classes
of share capital of the Issuer in their capacity as such holders, and claims of any other
subordinated creditors the claims of which rank, or are expressed to rank, junior to the
Subordinated Bonds; and

d) junior inright of payment to the payment of any present or future claims of i) depositors
of the Issuer, ii) other unsubordinated creditors of the Issuer and iii) claims of any other
subordinated creditors the claims of which rank, or are expressed to rank, in priority to
the Subordinated Bonds.

In the Terms and Conditions, the following expressions shall have the following meanings:

Additional Tier 1 capital means Additional Tier 1 capital, as defined in article 84. b. in Act on
Financial Undertakings no. 161/2002, and as defined in Applicable Banking Regulations

Additional Tier 1 Instruments means any debt instruments of the Issuer that at the time of
issuance comply with the then current requirements under Applicable Banking Regulations in
relation to Additional Tier 1 capital;

Applicable Banking Regulations means at any time the laws, regulations, requirements,
guidelines and policies relating to capital adequacy or resolution then in effect in Iceland and
applicable to the Issuer, including, without limitation to the generality of the foregoing, those
regulations, requirements, guidelines and policies relating to capital adequacy or resolution of
the FSA or the Relevant Resolution Authority (as defined in Condition 8 (Point of non-viability
loss absorption)), respectively, in each case to the extent then in effect in Iceland (whether or not
such requirements, guidelines or policies have the force of law and whether or not they are
applied generally or specifically to the Issuer);

Tier 2 capital means Tier 2 capital, as defined in article 84. ¢ in Act on Financial Undertakings
No 161/2002, and as defined in Applicable Banking Regulations; and

Tier 2 Instruments means any debt instruments of the Issuer that at the time of issuance comply
with the then current requirements under Applicable Banking Regulations in relation to Tier 2
capital.

3.3 Set-Off

No claims in respect of any Subordinated Bonds held by a Security Holder may be set-off, or be
the subject of a counterclaim, by the relevant Security Holder against or in respect of any of its
obligations to the Issuer or any other person and each Security Holder waives, and shall be
treated for all purposes as if it had waived, any right that it might otherwise have to set-off, or to
raise by way of counterclaim, any of its claims in respect of any Subordinated Bonds, against or
in respect of any of its obligations to the Issuer or any other person. If, notwithstanding the
preceding sentence, any holder of a Subordinated Bonds receives or recovers any sum or the
benefit of any sum in respect of such Subordinated Bonds by virtue of such set-off or
counterclaim, it shall hold the same on trust for the Issuer and shall pay the amount thereof to
the Issuer or, in the event of the liquidation or insolvency (in Icelandic: slit eda gjaldprot) of the
Issuer, to the liquidator of the Issuer, to be held on trust for the Senior Creditors.
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4. Redenomination

Where redenomination is specified in the applicable Final Terms as being applicable, the Issuer
may, without the consent of the Security Holders, but after at least 30 days’ prior notice to the
Security Holders in accordance with Condition 12 (Notices), elect that, with effect from the
Redenomination Date specified in the notice, the Securities shall be redenominated in any
Specified Currency.

The election will have effect as follows:

a)

b)

d)

the Securities shall be deemed to be redenominated into a Specified Currency in the
denomination of euro 0.01 (or equivalent in the Specified Currency) or as applicable
to other Specified Currency with a principal amount for each Security equal to the
principal amount of that Security in the Specified Currency, converted into euro or
other Specified Currency at the spot rate for such conversion on the day that the
relevant redenomination occurs, provided that, if the Issuer determines, that the
market practice in respect of the redenomination into euro or other Specified
Currency of internationally offered securities is different from the provisions
specified above, such provisions shall be deemed to be amended so as to comply
with such market practice and the Issuer shall promptly notify the Security Holders,
the Regulated Market (if any) on which the Securities may be listed of such deemed
amendments;

save to the extent that a Regulated Market Notice has been given in accordance with
Condition 4(e) below, the amount of interest due in respect of the Securities will be
calculated by reference to the aggregate principal amount of Securities presented for
payment by the relevant holder and the amount of such payment shall be rounded
down to the nearest euro 0.01 (or equivalent in the Specified Currency) or as
applicable in the relevant Specified Currency;

if the Securities are Fixed Rate Bonds, Inflation Linked Annuity Bonds or Inflation
Linked Equal Principal Payment Bonds, and interest for any period ending on or
after the Redenomination Date is required to be calculated for a period ending other
than on an Interest Payment Date, it will be calculated by applying the Rate of
Interest to each Specified Denomination, multiplying such sum by the applicable
Day Count Fraction, and rounding the resultant figure to the nearest Sub-Unit of the
relevant Specified Currency, half of any such Sub-Unit being rounded upwards or
otherwise in accordance with applicable market convention;

if the Bonds are Floating Rate Bonds, the applicable Final Terms will specify any
relevant changes to the provisions relating to interest; and

such other changes shall be made to this Condition as the Issuer may decide, as may
be specified in the Regulated Market Notice, to confirm it to conventions then
applicable to instruments denominated in euro.
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5. Interest

5.1 Interest on Annuity Securities

Annuity Securities can be inflation linked and non-inflation linked and bear interest from (and
including) the Interest Commencement Date at the rate(s) per annum equal to the Rate(s) of
Interest as specified in the applicable Final Terms.

Interest is calculated on each Interest Payment Date according to the formula:

[+ = 1+
o 1+ -1

where,

I« = Interest Repayment Factor for period k
C
¥
¢ = the Rate of Interest of the relevant bond

f = the number of interest payments per year

n = the number of Interest Payment Dates

k = the number of payments that have already been made

(k=0 on the Issue Date, k=1 on the first Interest Payment Date, k=n on the last Interest Payment
Date, etc.)

r=

The resultant figure shall be rounded to the nearest whole number which is also the smallest unit
of the Security’s issue currency. Interest will be payable in arrears on the Interest Payment
Date(s) in each year up to (and including) the Maturity Date.

5.2 Interest on Equal Principal Payment Securities

Equal Principal Payment Securities can be inflation linked and non-inflation linked and bear
interest from (and including) the Interest Commencement Date at the rate(s) per annum equal
to the Rate(s) of Interest as specified in the applicable Final Terms.

Interest is calculated on each Interest Payment date as the Principal Amount QOutstanding as
defined in Condition 6.3 a) or Condition 6.3 b) on each Interest Payment Date multiplied with
the Rate of Interest and, the appropriate Day Count Fraction and rounding the resultant figure to
the nearest whole number which is also the smallest unit of the Security‘s Specified Currency.
Interest will be payable in arrears on the Interest Payment Date(s) in each year up to (and
including) the Maturity Date.

If interest is required to be calculated for a period other than an Interest Period, such interest
shall be calculated by using the same methodology.

5.3 Interest on Fixed Rate Securities

Fixed Rate Securities bear interest on their Principal Amount Outstanding from (and including)
the Interest Commencement Date at the rate(s) per annum equal to the Rate(s) of Interest as
specified in the applicable Final Terms. Interest will be payable in arrears on the Interest Payment
Date(s) in each year up to (and including) the Maturity Date.
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The Fixed Interest Period is defined in these Conditions as the period from (and including) an
Interest Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first)
Interest Payment Date. Interest shall be calculated in respect of the relevant Interest Period by
applying the applicable Rate of Interest to the Principal Amount Outstanding, multiplying such
sum by the applicable Day Count Fraction as specified in the applicable Final Terms and
rounding the resultant figure to the nearest whole number which is also the smallest unit of the
Security‘s Specified Currency.

5.4 Interest on Floating Rate Securities
a) Interest Payment Dates

Each Floating Rate Security bears interest from (and including) the Interest Commencement
Date and such interest will be payable in arrears on either:

(A) the Specified Interest Payment Date(s) in each year specified in the applicable Final Terms;
or

(B) if no Specified Interest Payment Date(s) is/are specified in the applicable Final Terms, each
date (each such date, together with each Specified Interest Payment Date, an “Interest
Payment Date”) which falls the number of months, or other period specified as the Specified
Period in the applicable Final Terms, after the preceding Interest Payment Date or, in the
case of the first Interest Payment Date, after the Interest Commencement Date

Such interest will be payable in respect of each Interest Period, defined in the Terms and
Conditions as the period from (and including) an Interest Payment Date (or the Interest
Commencement Date) to (but excluding) the next (or first) Interest Payment Date.

b) Rate of Interest
(A) The Rate of Interest payable from time to time in respect of Floating Rate Securities will be
determined in the manner specified in the applicable Final Terms. Where Screen Rate
Determination is specified in the applicable Final Terms as the manner in which the Rate of
Interest is to be determined, the Rate of Interest for each Interest Period will, subject as
provided below, be either:
0] the offered quotation (if there is only one quotation on the Relevant Screen Page);
or
(i) the arithmetic mean (rounded if necessary to the fifth decimal place, with 0.000005
being rounded upwards) of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate which appears or appear,
as the case may be, on the Relevant Screen Page (or such replacement page on that service
which displays the information) as at 11.00 a.m. (Iceland time, in the case of REIBOR or
Iceland based successorsor Brussels time, in the case of EURIBOR or its successor rate) on
the Interest Determination Date in question plus or minus (as indicated in the applicable
Final Terms) the Margin (if any), all as determined by the Calculation Agent.

If five or more of such offered quotations are available on the Relevant Screen Page, the
highest (or, if there is more than one such highest quotation, one only of such quotations)
and the lowest (or, if there is more than one such lowest quotation, one only of such
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quotations) shall be disregarded by the Issuer for the purpose of determining the arithmetic
mean (rounded as provided above) of such offered quotations.

If the reference Rate from time to time in respect of Floating Rate Securities is specified in the
applicable Final Terms as being other than REIBOR or EURIBOR, the Rate of Interest in respect
of such Securities will be determined as provided in the applicable Final Terms.

¢) Minimum Rate of Interest and/or Maximum Rate of Interest

If the applicable Final Terms for Floating Rate Securities specify a Minimum Rate of Interest
for any Interest Period, then, in the event that the Rate of Interest in respect of such Interest
Period determined in accordance with the provisions of paragraph b) above is less than such
Minimum Rate of Interest, the Rate of Interest for such Interest Period shall be such Minimum
Rate of Interest.

If the applicable Final Terms for Floating Rate Securities specify a Maximum Rate of Interest
for any Interest Period, then, in the event that the Rate of Interest in respect of such Interest
Period determined in accordance with the provisions of paragraph b) above is greater than such
Maximum Rate of Interest, the Rate of Interest for such Interest Period shall be such Maximum
Rate of Interest.

d) Determination of Rate of Interest and calculation of Interest Amounts

The Calculation Agent will at or as soon as practicable after each time at which the Rate of
Interest is to be determined, determine the Rate of Interest for the relevant Interest Period.

The Issuer will calculate the amount of interest (the “Interest Amount™) payable on the Floating
Rate Securities, for the relevant Interest Period by applying the Rate of Interest to the aggregate
outstanding nominal amount of the Securities, multiplying such sum by the applicable Day
Count Fraction, and rounding the resultant figure to the nearest sub-unit of the relevant Specified
Currency, half of any such sub-unit being rounded upwards or otherwise in accordance with
applicable market convention.

e) Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and
decisions given, expressed, made or obtained for the purposes of the provisions of this Condition
5.4, shall (in the absence of wilful default, bad faith or manifest error) be binding on the Issuer
and all Security Holders.

5.5 Accrual of interest

Each Security (or in the case of the redemption of part only of a Security, that part only of such
Security) will cease to bear interest (if any) from the date for its redemption unless payment of
principal is improperly withheld or refused. In such event, interest will continue to accrue until
whichever is the earlier of:
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a) the date on which all amounts due in respect of such Securities have been paid; and

b) five days after the date on which the full amount of the moneys payable in respect of such
Bond has been received by the Paying Agent or the CSD Agent and notice to that effect has been
given to the Security Holders in accordance with Condition 12 (Notices).

¢) In the case of Securities which are Equal Principal Payment Securities with one payment of
principal on Maturity Date (also Zero Coupon Bonds), for the purposes of this condition 5.5 the
principal amount outstanding shall be the total amount otherwise payable by the Issuer on the
Maturity Date less any payments made by the Issuer in respect of such amount in accordance
with these Terms and conditions.

In the event of non-payment of a Zero Coupon Bond, interest will accrue as provided in
Condition 7.11 (Late Payment on Zero Coupon Bonds and Bills).

5.6 Interest on any Write Down of Subordinated Bonds

In the case of any Write-Down (as defined in Condition 8 (Point of Non-Viability Loss
Absorption)) of Subordinated Bonds in part, interest will be paid on the Subordinated Bonds:

a) if the Subordinated Bonds are Written-Down in full, on the date of the Write-Down (the
“Write-Down Date”) and in respect of: i) the period from (and including) the Interest
Payment Date immediately preceding the Write-Down Date (or, if none, the Issue Date) to
(but excluding) the Write-Down Date and ii) the Prevailing Principal Amount(s) of the
outstanding Securities during that period; and

b) if the Securities are not Written-Down in full, on the Interest Payment Date immediately
following such Write-Down (the “Partial Write-Down Interest Payment Date”) and
calculated as the sum of the amount of interest payable in respect of:

i. the period from (and including) the Interest Payment Date immediately
preceding the Write-Down Date (or, if none, the Issue Date) to (but excluding)
the Write-Down Date; and

ii.  the period from (and including) the Write-Down Date to (but excluding) the
Partial Write-Down Interest Payment Date,

and, in each case, the Prevailing Principal Amount(s) of the outstanding Securities
during those respective periods.

In these Conditions, “Prevailing Principal Amount” means, in respect of a Subordinated Bond
at any time, the principal or nominal amount of that Subordinated Bond as of the Issue Date as
reduced (on one or more occasions) by any Write-Down at or prior to such time and references
in these Conditions to any principal or nominal amount of a Subordinated Bond shall be
construed accordingly as a reference to the Prevailing Principal Amount of that Subordinated
Bond.
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5.7 Business Day, Business Day Convention, Day Count Fraction and other
adjustments

a) Inthese Terms and Conditions, Business Day means:

a day on which commercial banks and foreign exchange markets settle payments
and are open for general business (including dealing in foreign exchange and
foreign currency deposits) in Iceland; and

either (A) in relation to any sum payable in a Specified Currency other than ISK,
a day on which commercial banks and foreign exchange markets settle payments
and are open for general business (including dealing in foreign exchange and
foreign currency deposits) in the principal financial centre of the country of the
relevant Specified Currency (which if the Specified Currency is Australian
dollars or New Zealand dollars shall be Sydney and Auckland, respectively) or
(B) in relation to any sum payable in euro, a day on which the Trans-European
Automated Real-Time Gross Settlement Express Transfer (the “TARGET2”)
System (the “TARGET2 System”) is open.

If a Business Day Convention is specified in the applicable Final Terms and
(x) if there is no numerically corresponding day in the calendar month in which
an Interest Payment Date should occur or (y) if any Interest Payment Date would
otherwise fall on a day which is not a Business Day, then, if the Business Day
Convention specified is:

in any case where Specified Periods are specified in accordance with Condition
5.4 (a), the Floating Rate Convention, such Interest Payment Date (1) in the case
of (x) above, shall be the last day that is a Business Day in the relevant month
and the provisions of (ii) below shall apply mutatis mutandis, or (2) in the case
of (y) above, shall be postponed to the next day which is a Business Day unless
it would thereby fall into the next calendar month, in which event (I) such
Interest Payment Date shall be brought forward to the immediately preceding
Business Day, and (I) each subsequent Interest Payment Date shall be the last
Business Day in the month which falls within the Specified Period after the
preceding applicable Interest Payment Date occurred; or

the Following Business Day Convention, such Interest Payment Date shall be
postponed to the next day which is a Business Day; or

the Modified Following Business Day Convention, such Interest Payment Date
shall be postponed to the next day which is a Business Day unless it would
thereby fall into the next calendar month, in which event such Interest Payment
Date shall be brought forward to the immediately preceding Business Day; or

the Preceding Business Day Convention, such Interest Payment Date shall be
brought forward to the immediately preceding Business Day.

69

| P
) ‘ ‘ KVLKA
i ‘



| P
) ‘ ‘ KVLKA
i ‘

iv.  Day Count Fraction means, in respect of the calculation of an amount of
interest for any Interest Period:

If Actual/Actual (ICMA) is specified in the applicable Final Terms:

(iii) in the case of Bonds where the number of days in the relevant period from (and
including) the most recent Interest Payment Date (or, if none, the Interest
Commencement Date) to (but excluding) the relevant payment date (the “Accrual
Period”) is equal to or shorter than the Determination Period (as defined in
Condition 5.7 d) during which the Accrual Period ends, the number of days in such
Accrual Period divided by the product of (I) the number of days in such
Determination Period and (I) the number of Determination Dates (as specified in
the applicable Final Terms) that would occur in one calendar year assuming that
interest was to be payable in respect of the whole year; or

(iv) in the case of Bonds where the Accrual Period is longer than the Determination
Period during which the Accrual Period ends, the sum of (I)the number of days in
such Accrual Period falling in the Determination Period in which the Accrual Period
begins divided by the product of (x) the number of days in such Determination
Period and (y) the number of Determination Dates that would occur in one calendar
year and (Il) the number of days in such Accrual Period falling in the next
Determination Period divided by the product of (x) the number of days in such
Determination Period and (y) the number of Determination Dates that would occur
in one calendar year;

if Actual/365 (also Act/365) is specified in the applicable Final Terms, the actual number of
days in the Interest Period divided by 365 (or, if any portion of that Interest Period falls in a
leap year, the sum of (i) the actual number of days in that portion of the Interest Period falling
in a leap year divided by 366, and (ii) the actual number of days in that portion of the Interest
Period falling in a non-leap year divided by 365);

if Actual/365 (Fixed) is specified in the applicable Final Terms, the actual number of days
in the Interest Period divided by 365;

if Actual/365 (Sterling) is specified in the applicable Final Terms, the actual number of days
in the Interest Period divided by 365 or, in the case of an Interest Payment Date falling in a
leap year, 366;

if Actual/360 is specified in the applicable Final Terms, the actual number of days in the
Interest Period divided by 360;

if 30/360, 360/360 or Bond Basis is specified in the applicable Final Terms, the number of
days in the Interest Period divided by 360 (the number of days to be calculated on the basis
of a year of 360 days with 12 30-day months (unless, in the case of Floating Rate Bonds
only, (i) the last day of the Interest Period is the 31st day of a month but the first day of the
Interest Period is a day other than the 30th or 31st day of a month, in which case the month
that includes that last day shall not be considered to be shortened to a 30-day month, or (ii)
the last day of the Interest Period is the last day of the month of February, in which case the
month of February shall not be considered to be lengthened to a 30-day month));
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if 30E/360 or Eurobond Basis is specified in the applicable Final Terms, the number of days
in the Interest Period divided by 360 (the number of days to be calculated on the basis of a
year of 360 days with 12 30-day months, without regard to the date of the first day or last
day of the Interest Period unless, in the case of the final Interest Period, the Maturity Date is
the last day of the month of February, in which case the month of February shall not be
considered to be lengthened to a 30-day month); or such other Day Count Fraction as may
be specified in the applicable Final Terms.

v.  Determination Period means each period from (and inclu