POLICY ON TERMS OF EMPLOYMENT 
STRAUMUR-BURDARAS INVESTMENT BANK HF. 
(approved at the Annual General Meeting on April 15, 2008)
Article 1  Objectives 
The Bank’s objective is to attract the most competent executives and employees available at any given time, thus creating and maintaining its position at the forefront of its sector worldwide. The Bank also wishes to link the terms of employment of its Board members, CEO and other key executives to their personal performance, the performance of the Bank at any given time, and the long-term interests of the Bank and its shareholders. 

Through this policy on terms of employment, the Bank wishes to guarantee that these objectives will be achieved, while granting shareholders increased influence over, and insight into, the Bank’s policy on the terms of employment of Board members and key executives . 

Article 2  Employment Terms Committee 

The Board of Directors of the Bank shall elect three (3) persons from its ranks to form an Employment Terms Committee. The tasks of the Committee shall be stipulated in the procedural rules governing the operations of the Board of Directors. The role of the Committee is to provide guidance to the Board concerning the terms of employment for the Board members, CEO and other key executives of the Bank, as well as rendering advice on an employment terms policy that must be reviewed on an annual basis and referred to the Annual General Meeting for approval. The Committee shall also ensure that the terms of employment of key executives remain within the framework of the employment terms policy, and it shall submit a report to this effect to the Board once a year in connection with the Annual General Meeting. 

Article 3  Remuneration to members of the Board of Directors 
Board members shall be paid a salary in accordance with the decision of the Annual General Meeting each year, as is provided for in Article 79 of the Act Respecting Public Limited Companies. The Board shall present a proposal for these salaries for the upcoming operational year and shall, in so doing, consider the responsibility resting with Board members and the time dedicated to Board activities. A decision on remuneration for participation in Board sub-committees shall also be made at the Annual General Meeting. 

Article 4  Chief Executive Officer’s terms of employment 

In determining the CEO’s terms of employment, the Board of Directors shall consider the following: 

1. A written employment agreement must be concluded with the CEO. In general, the agreement shall not be for a longer period than five (5) years at a time. It is permissible to renew the employment agreement with the CEO during its period of validity. It is also permissible to negotiate with the CEO concerning an initial payment connected with his being recruited to the Bank. 

2. The base salary and other payments to the CEO shall be competitive on the international market and shall take into account the qualifications required, the responsibilities of the CEO, and scope of the position. 

3. It is permissible to negotiate a bonus for the CEO. It shall take into account the Bank’s performance, the CEO’s success in his or her position, and other criteria set forth in Article 6. 

4. With the aim of linking the interests of the CEO and the Bank’s shareholders, the Board shall be authorised, upon having received a proposal from the Employment Terms Committee, to conclude a stock purchase agreement with the CEO, authorising him or her to purchase of shares in the Bank and/or granting him or her a loan for the purchase of such shares, up to the limits authorised by law. 
5. Other terms of employment shall be comparable to those in comparable companies, including pension contributions, vacation benefits, use of motor vehicles, and employment termination period (severance). 

6. In determining the severance period in the employment agreement, it is permissible to include a special provision on the length of the severance period. The length of the severance period may take into account the length of the CEO’s service to the Bank, but it may not exceed 36 months. 

7. The CEO’s base salary shall be reviewed annually. This review shall take account of the Employment Terms Committee’s assessment of the CEO’s performance, as well as the Bank’s performance and the general salary trends in comparable companies. 

8. In preparing the employment agreement with the CEO, the general guideline shall be that, upon termination of employment, no payments will be remitted to the CEO in excess of those set forth in the agreement. It is permissible, however, to conclude a special termination agreement upon the CEO’s termination of employment, provided that the Board decides that such an agreement is in the interests of the Bank. 

Article 5  Managing Directors’ terms of employment 
The Chief Executive Officer hires the Managing Directors of the divisions of the Bank, in consultation with the Board of Directors as the case may be. The terms of employment for Managing Directors shall be subject to the criteria set forth in Article 4. 

Article 6  Bonuses 
It is permissible to pay the Bank’s top executives regular bonuses in the form of cash and/or share capital. Bonuses shall aim at ensuring that key executives enjoy competitive terms of employment. They shall also be based on the performance of the employee in question, the Bank’s performance, important milestones in the Bank’s operations and activities, and whether set objectives have been achieved. Bonuses shall generally be subject to the requirement that the recipient not terminate his employment for at least six (6) months following the bonus payment. 

Article 7  Stock options 
It is permissible to grant key employees stock purchase options for shares in the Bank with the aim of linking their interests to those of the Bank and its shareholders. In general, stock options shall be valid for a period of 2 – 6 years and shall be exercisable in stages during that period. The exercise price of shares shall generally be determined based on the price of shares in the Bank for the last five (5) to twenty (20) banking days prior to the granting of the option. Once a year, the Employment Terms Committee shall present the Board with its proposals concerning stock options for key employees. 

Article 8  Information disclosure at the Annual General Meeting 
At the Annual General Meeting, the Board shall give account of the CEO’s terms of employment and the combined total salaries of the Managing Directors and Board members. It shall provide information concerning the total amount of salaries paid during the year; payments from other companies in the same conglomeration; the amount of bonuses and stock options; other types of payment related to shares in the Bank; severance payments, if any; and the total amount of other payments. The Board shall also account for the estimated expenses due to stock options. 

Article 9  Approval of the Policy on Terms of Employment 
The Bank’s policy on terms of employment shall be approved at the Annual General Meeting. The policy on terms of employment is binding for the Board of Directors as regards provisions concerning stock options and any sort of contractual agreements or payments that are based on trends in the price of Company shares. In other respects, the policy is a guideline for the Company and its Board of Directors. At the next Annual General Meeting, the Board is required to account for the employment terms of executives and Board members and the estimated cost of stock options, in addition to explaining the implementation of the policy on terms of employment. Deviations from that policy shall be supported especially in each instance and recorded. 

The policy on terms of employment shall be published on the Bank’s Internet website. 

