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1 Risk factors

The Issuer considers the following factors maydffes ability to fulfil its obligations under thgills and

to be material for the purpose of assessing thé&ehaisks associated with the Bills. Most of thésetors

are contingencies which may or may not occur ardgbuer is not in a position to express a viewhen
likelihood of any such contingency occurring.

The Issuer considers the factors described beloregresent the principal risks inherent in invegtim

the Bills, but the inability of the Issuer to pangérest, principal or other amounts on or in cotinaawith

the Bills may occur or arise for other reasons ttfawse that the Issuer may currently be able to
anticipate, and there may be other factors whielmaaterial to the market risks associated withsBill

Issuer’s accountability for making payments

The Issuer is accountable for making payments erBilis when due. The obligations of the Issuerarnd
the Bills are direct, unsecured, unconditional andubordinated obligations, equally ranked withauy
preference amongst themselves and equal to therlssather direct, unsecured, unconditional and
unsubordinated obligations.

The Issuer has not entered into any restrictiveenants in connection with the issuance of the Bills
regarding its permission to incur additional indslrtess ranking equally to the obligations undeinor
connection with the Bills.

Change of law

The Terms and Conditions of the Bills are basedtcetandic law in effect on the date of this Prospsc
No assurance can be given as to the impact of assilge judicial decision or change in Icelandiw lar
administrative practice after the date of this Peasus.

The secondary market

The Bills may not have established a trading mankesn listed, and such a market may never devéfop.
a market does develop, it may not be very liquidergfore, investors may not be able to sell thdls B
easily or at prices that will provide them with elg comparable to similar investments that have a
developed secondary market.

The Bills may not be a suitable investment foliralestors.

Each investor in the Bills must determine the diility of the investment in light of his own
circumstances. In particular, each potential irmeshould:
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1. Have sufficient knowledge and experience to makeaningful evaluation of the Bills.

2. Understand the merits and risks of investing inBiilks and the information contained in
this Prospectus. Potential investors should fanukathemselves thoroughly with this
Prospectus.

3. Have access to, and knowledge of, appropriate ticallyools to evaluate, in the context of

its particular financial situation, an investmentthe Bills and the impact the Bills will
have on its overall investment portfolio.

4, Have sufficient financial resources and liquidityldear all of the risks of investing in the
Bills.

5. Understand thoroughly the terms of the Bills andfdrmiliar with the behaviour of any
relevant indices and financial markets.

6. Be able to evaluate (either alone or with the leflp financial adviser) possible scenarios
for economic, interest rate and other factors thay affect its investment and its ability to
bear the applicable risks.
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2 Notice to investors

This Securities Note concerns the listing of Biflsued by Icebank hf. and listed and admittedadiig

on OMX Nordic Exchange Iceland hf. (OMX ICE). Thstinhg is conducted in accordance with Icelandic
law and regulations, including Act No. 108/2007Securities Transactions, Directive 2003/71/EC ef th
European Parliament and of the Council 4 Novemio@32the “Prospectus Directive”) which has been
implemented by national law. This Securities Nstpriepared pursuant to current legislation andsride
issuers of shares on OMX ICE that apply to thénigst

OMX ICE has scrutinized and approved this Secwribtiote, which is published only in English. This
Securities Note, the Registration Document pubtisBeMarch 2007 form a Prospectus according to
Directive 2003/71 of the European Parliament.

This Securities Note has been prepared by Iceldagdal Services in cooperation with the CEO and the
Managing Director of Treasury and Capital Marketgigdon of Icebank.

In the Securities Note, “Icebank”, “the Bank” ar t‘the Issuer” refer to Icebank hf., and “OMX ICE”
refers to the OMX Nordic Exchange Iceland hf, usletherwise indicated by the wording or context.

Icebank is listed on OMX ICE as a Bills issuer wiitie ticker symbol ICB and complies with OMX ICE
rules regarding on-going information disclosure Bt issuers.

The purchase of Bills is inherently a risk investtndnvestors are advised to familiarize themselves
thoroughly with this Securities Note, the RegistratDocument published 6 March 2007 which together
form the Prospectus. The information presentechis $ecurities Note reflects its date of issue.hEac
investor must base any decision to invest in Bssied by Icebank on his own examination and arsalys
of the information presented in the Securities Nitwestors are advised to study their legal posjti
including taxation issues that may be relevanh#rttransactions involving the Bills. Investorg arged
especially to acquaint themselves well with theassion of risk in Chapter 1 of this Securities éNas
well as the discussion of risk in the aforementbRegistration Document.

This Securities Note and any document forming & @iathe Prospectus shall not be distributed ordedai
or otherwise disseminated or sent in or into anynty where distribution would require additional
registration measures or any measures other thuese ttequired under Icelandic law and regulations, o
where they would conflict with any law or regulatio
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3 Persons responsible

Icebank hf., in its capacity as the issuer anchtheager, Icelandic ID-No. 681086-1379, registelffide

at Raudararstigur 27, 105 Reykjavik, hereby deslénat having taken all reasonable care to endate t
such is the case, the information contained in ghespectus is, to the best of its knowledge, in
accordance with the facts and contains no omidiiely to affect its import.

Reykjavik, 14 December 2007

On behalf of the Issuer

Finnur Sveinbjérnsson, Agnar Hansson,

CEO Managing Director of Treasury and Capital M#k@ivision
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4 Information concerning the securities to be
admitted to trading

Authorisation

The Board of Directors of Icebank hf.,, Raudararsti@7, 105 Reykjavik, ID No. 681086-1379,
authorised at a board meeting held on 20 Novemf@v 2he issuance of up to 12 groups of Bills for a
maximum amount of ISK 3,000,000,000 in each group.

Issue and Bill characteristics

The Bills bear no interest and are not indexed. Bhis will be traded on OMX ICE. The Bills are
registered electronically in the Icelandic SecestiDepository in the name of the each respective
Billholder or his/her nominee. The group of thel8ihas the following ticker Symbol, Issuing Date,
Maturity Date, ISIN number and Issued Amount:

Ticker symbol Date of Maturity ISIN nr. Issued Amount  Admitted to
Issue Date ISK trading
ICB 08 1112 03.12.2007 12.11.2008 1S0000016434 (300m,000 19.12.2007

Total amount being admitted to trading on OMX 1QE1®.12.2007 is ISK 3,000,000,000.

Amounts payable under the Bills will be paid to fimancial institution where the registered ownash
his/her custody account.

The Bills constitute direct, unconditional, unsutioated and unsecured obligations of the Issuer and
rank pari passu among themselves and (save for certain obligatieqsired to be preferred by law)
equally with all other unsecured obligations (ottiean subordinated obligations, if any) of the &su
from time to time outstanding.

Date of issue: The issue of the Bills took plane8december 2007.
Issued amount: The issue amount can be up to 18603)00,000.
Denomination: ISK 5,000,000.

Currency: ISK.

Interest rate: The Bills bear no interest.

Indication of Yield: 15.40%.

Calculation agent: Icebank.

Depository Agent: Icelandic Securities Deposit§D), Laugavegur 182,

105 Reykjavik.

Paying Agent: Icebank.
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Method of payment: All amounts payable under tlilés Bill be paid to the
relevant financial institution where the registemadner
has his/her custody account.

Restrictions on transfer: There are no restrigti@m transferring the Bills to
other parties, except that the Bills must be tramefl to
parties referred to by name.

Event of default, acceleration and enforcement

In the event of default the Issuer shall pay defemtiérest at the rate determined by the CentralkBat
Iceland, cf. paragraph 1, article 6 of Act no. 38'2.

Prescription

All claims according to the Bills against the adoepexpire three years after maturity, cf. paragrap
article 70 of Act no. 93/1933 on Bills.

Taxation

All payments by the Issuer in respect of the BillB be made without withholding or deduction foria
connection with any present or future taxes oredutif whatever nature imposed or levied by or dralfe

of any tax jurisdiction unless such withholding deduction is required by law. In such an event, the
Issuer will not pay any additional amounts in respd amounts withheld pursuant to such withholding
or deduction requirements.

Governing law

The governing law is Icelandic law. The Issueniaeably agrees that any dispute shall be subjettteto
exclusive jurisdiction of the District Court of Rggvik.

Legal action regarding the Bills may be taken imomdance with Chapter 17 of the Act on Civil
Procedure No. 91/1991.

The issued bills are governed by Act no. 93/1933Bdls, as appropriate, cf. article 35 of Act No.
131/1997 on Electronic Registration of Title to Geties.

Expenses of the admission to trading

The total expenses related to the admission tangeaf the Bills amount to ISK 450,000 accordinghe
OMX ICE fee structure. Annual expenses becausaisflisting will be fixed fee of ISK 55,000 for the
group plus a variable fee of 0.001% of the marledti® of the Bills according to OMX ICE fee stru@ur
The estimated cost payable to the ISD is ISK 45,000
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5 Informations concerning the Issuer

Financial results

Icebank published its third quarter results on Zivénber 2007. The Bank’s business activities in the
third quarter of 2007 were characterised by strgngwth as the Bank continued to strenghten its
position, particularly in business with other figél institutions. Although third quarter returnseng
only ISK 65 million in profit after taxes, profiffter taxes in the first nine months amounted to lBR63
million, and return on equity was 47.3%. This yehe Bank is for the first time publishing qualyer
statements that have been reviewed by the Banklisoes: The statements are prepared in accordance
with International Financial Reporting Standard=R§).

Change in Icebank Ownership

As was announced on the OMX Nordic Exchange on &@leer 2007, the two largest shareholders in
Icebank, BYR Savings Bank and Reykjavik SavingskB&BPRON), decided to reduce their holdings in
Icebank to 4% each. Furthermore, three smallemgavibanks decided to sell their total holdingsh@ t
Bank. Buyers include the Keflavik Savings Bank (8f)KMyrasysla Savings Bank (SPM), Bolungarvik
Savings Bank, Svarfdeelir Savings Bank, Vestamanaa&avings Bank, the senior management of the
Bank and investors. The transactions were condition the consent of foreign lenders to a change in
ownership and the consent was obtained in Nover2Béi7. The savings banks continue to hold a
majority share of 57.3% in the Bank but the abafisht of all restrictions on ownership in the Bank’s
Articles of Association and the broadening of thenership base represent a significant step in the
development of the Bank and its further expansina the domestic and foreign markets.

Acquisition of Behrens Corporate Finance

Another significant step in the development of Benk was the Bank’s purchase of all the shares in
Behrens Corporate Finance as was announced onNhé Xibrdic Exchange on 17 October 2007. The
company’s business activities will be merged inte Bank’s operations. Behrens runs a corporate
finance advisory in Iceland and the Baltic Statesere the company has been among the leading player
The firm has also undertaken projects in otherdtagEuropean countries, such as the Czech Republic,
Serbia and Rumania. The company has operationgykj&vik, Iceland, in Riga, Latvia, and in Vilnius,
Lithuania. It employs a team of twelve employedsybich six are based outside Iceland. All emplayee
of Behrens have become a part of Icebank’s team.
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