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Revised proposals (final) of the Budget/Economic and Trade?? Committee
Document No. 204  — Item 136 

Proposals for Amendments
to the Bill of Legislation authorising the Minister of Finance, on behalf of the Treasury, to guarantee loans to the Depositors’ and Investors Guarantee Fund from the United Kingdom and Netherlands to cover payments to depositors of Landsbanki Íslands hf. 

From the Budget Committee
1. To Art. 1: The Article shall have the following heading and read as follows:
State Guarantee for the Icesave Loan Agreements
The Minister of Finance, on behalf of the Treasury, may provide the Depositors’ and Investors’ Guarantee Fund with a state guarantee for loans from the United Kingdom and the Netherlands, as provided for in the agreements of  5 June 2009, to cover the cost of minimum payments, cf. 10. Art. 10 of the Act on Deposit Guarantees and an Investor-Compensation Scheme, No 98/1999, to deposit holders of Landsbanki Íslands hf. in the United Kingdom and the Netherlands. The guarantee shall cover the loan principals, as they are respectively seven years after the signing of the agreements, on 5 June 2016, together with interest on the loan amounts.
The state guarantee shall be limited in other respects by the provisions of the agreements and provisos laid down in this Act. These provisos form an integral part of the state guarantee.
2. To Art. 2: The Article shall have the following heading and read as follows:
Premises for Granting of State Guarantee
The provisions for granting of a state guarantee, as provided for in this Act are: 
1.  That the loan agreements will be interpreted in accordance with the agreed references agreed on 14 November 2008 between Iceland, the European Union and the member states concerned, i.e. that consideration will be given to the difficult and unparalleled circumstances in which Iceland finds itself and to the necessity of determining measures which will enable Iceland to reconstruct its financial and economic systems. This implies, for instance, that the Contracting Parties will agree to well-grounded and rational request by Iceland for a review of the agreements in accordance with their provisions.
2. That Iceland’s status as a sovereign state will prevent enforcement measures directed against its assets which are necessary for it to fulfil its role as a sovereign state in an acceptable manner. The same shall apply to assets of the Icelandic state abroad, including assets of the Central Bank of Iceland, which enjoy protection pursuant to general rules of international law. 
3. That Iceland’s unlimited jurisdiction over the country’s natural resources, and the right of the holders of governmental power to determine their utilisation and the arrangements for their ownership, will in no way be prejudiced.
3. A new Article, Art. 3, shall be added, which shall have the following heading and read as follows:
Economic Benchmarks
The state guarantee provided for by this Act shall assume that the financial burden resulting from it remains within bearable limits, in order to enable Iceland’s financial and economic reconstruction. In order to monitor progress and assess whether premises exist for a review of the agreements, the government shall take measures to have the International Monetary Fund (IMF) carry out, no later than 5 June 2015, an Article IV Consultation of Iceland’s economic situation, having regard, in particular, to its net debt position and debt servicing capacity. Furthermore, the consultation will assess those changes which have occurred since the IMF’s evaluation of 19 November 2008.
In assessing whether the premises for a review of the agreements exist, consideration shall also be had for the country’s current economic and fiscal situation and the outlook in this respect, including  especially currency issues, exchange rate and current account developments, growth and GDP development, as well as demographic and labour market trends.  

The state guarantee provided for in this Act shall be limited to a maximum payment from the Treasury. During the period 2017 to 2023 this maximum shall be 4% of the growth of Iceland’s gross domestic product (GDP), cf. the fourth paragraph, calculated in GBP terms for the loan agreement with the United Kingdom, and 2% of the growth of GDP calculated in EUR for the loan agreement with the Netherlands. These ratios will be lower by half/50% lower in 2016 and 2024. Payments shall be reviewed as soon as final figures on GDP are available.
Iceland’s GDP growth as referred to in the third paragraph shall be calculated from 2008 to the year of payment during the period 2016-2024, on the one hand in GBP for the loan agreement with the United Kingdom and, on the other hand, in EUR for the loan agreement with the Netherlands. Calculation of payments as referred to in the third paragraph shall be based on the average ISK/GBP and ISK/EUR mid rates for the year respectively as quoted by the Central Bank of Iceland and an assessment of GDP calculated as defined by Eurostat.
Should the debt service on the loan agreements exceed the maximum provided for in the third paragraph, negotiations shall be initiated between the parties to the loan agreements on the impact of this on the agreements and the obligations of the Depositors’ and Investors’ Guarantee Fund.  Should such negotiations not be held, or should they fail to reach a conclusion, the state guarantee shall be limited by the maximum provided for in the third paragraph, unless Althingi decides otherwise. 

4. A new Article, Art. 4, shall be added, which shall have the following heading and read as follows:
Legal provisos
No resolution has yet been obtained concerning the disputed question as to whether a member state of the Treaty on a European Economic Area is responsible for minimum guarantees toward depositors, including in the event of systemic failure of financial markets. Although Iceland has concluded agreements with the United Kingdom and the Netherlands, it nonetheless reserves the right to have this disputed issue resolved. Should it eventually be determined, by a competent ruling body, that such responsibility does not legally rest with Iceland or other member states of the Treaty on a European Economic Area, the state guarantee provided for by this Act shall be subject to the proviso that negotiations are held between Iceland and its counterparties on the impact of such an outcome on the loan agreements and state’s obligations.
The state guarantee provided for in this Act assumes that in disposition of assets upon the winding up of Landsbanki Íslands hf., or its estate, Icelandic law as of 5 June 2009 shall apply, including Act No. 2/1993 on the European Economic Area. The guarantee is conditional on the Depositors’ and Investors’ Guarantee Fund having a competent ruling body determine whether upon disposition its claims should have priority over other claims concerning the same deposit. Should the outcome confirm this to be the case, negotiations shall be initiated between the parties to the loan agreements on the impact of this on the agreements and the obligations of the Depositors’ and Investors’ Guarantee Fund. 

Should the negotiations referred to in the first or second paragraph not take place, or should they fail to reach a conclusion, Althingi may limit the state guarantee provided for in this Act as proportionate to the circumstances.  

5. A new Article, Art. 5, shall be added, which shall have the following heading and read as follows:
Review of the Loan Agreements
A decision to request negotiations concerning modifications to the loan agreements in accordance with their review provisions must be taken with the approval of the Althingi.  Such a decision must be based, for instance, on the premises for the state guarantee and the benchmarks and references set in this Act. An assessment as to whether a review shall be requested shall be made no later than 5 October 2015, with the outcome of this assessment submitted to the Althingi by the end of that year. 

6. A new Article, Art. 6, shall be added, which shall have the following heading and read as follows:
Supervision by the Althingi
The Ministries of Finance and Commerce and the Central Bank of Iceland shall regularly evaluate the total debt position, debt service and debt carrying capacity of the Icelandic state and the economy, including the state’s guarantee provided for by this Act.
The Minister of Finance shall each year, initially on 1 March 2010, inform the Althingi of the implementation of the agreements and the evaluation provided for in the first paragraph of this Article.  The Minister’s report must include an account, for instance, of whether recovery of assets of the estate of Landsbanki Íslands hf. has proved to differ materially from that assumed upon conclusion of the agreements (75%) and estimate the debt service as a percentage of GDP.
In its supervision of the state’s budget implementation, the Budget Committee shall, for instance, assess the development of obligations provided for in the loan agreements and this Act.  The Committee shall co-operate closely with the National Audit Bureau, which shall be entitled to acquire all necessary information from the Ministry of Finance, the Central Bank of Iceland and the Depositors’ and Investors’ Guarantee Fund.
The Budget Committee shall be authorised to seek advice from Icelandic and foreign experts for its supervision as provided for in this Act.  Costs incurred as a result shall be paid from the Treasury.
7. A new Article, Art. 7, shall be added, which shall have the following heading and read as follows:
Conditions for a State Guarantee for the Depositors’ and Investors’ Guarantee Fund
The Minister of Finance shall set further conditions for the Depositors’ and Investors’ Guarantee Fund concerning the guarantee in a special contract with the Fund, in particular concerning information disclosure to the Althingi, supervision of the Fund’s finances and recovery of assets of the estate of Landsbanki Íslands hf.
8. A new Article, Art. 8, shall be added, which shall have the following heading and read as follows: 

Recovery of Deposits
The government shall immediately take all necessary measures in order to recover the funds which were deposited in Icesave accounts. To this end, the government shall, no later than 15 October 2009, initiate co-operation with competent authorities, for instance,  in the United Kingdom, the Netherlands and the European Union, and request their assistance in tracing where the deposits in Icesave accounts went. The government shall, before the end of 2009, prepare a plan as to how an attempt will be made to recover those funds which may be found.
With a view to minimising the state guarantee provided for by this Act, the government shall also take measures, in consultation with competent authorities, to have those parties who may be financially responsible for the obligations arising from the Icesave accounts pay for the losses. 

9. A new Article, Art. 9, shall be added, which shall have the following heading and read as follows:
Entry into Force, etc.

This Act shall enter into force at once. The provisions of Act No. 121/1997, on State Guarantees, with the exception of Art. 5 of that Act, shall not apply concerning the guarantee provided for in this Act.  


