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AUGLYSING

um fjarfestingarsamning milli rikisstjornar Islands

8. oktober 1997 Nr. 596

og Columbia Ventures Corporation og Nordurals hf.

Hinn 7. agtst 1997 var undirritadur fjirfestingarsamningur milli rikisstjornar Islands
og Columbia Ventures Corporation og Nordurdls hf., um albredslu 4 Grundartanga.

Samkvaemt 1. gr. laga nr. 62/1997 um heimild til samninga um albredslu 4 Grundar-
tanga og 15. gr. framangreinds fjarfestingarsamnings skal samningurinn birtur i B-deild
Stjérnartidinda 4 islensku og ensku og er hann fylgiskjal med auglysingu pessari.

[0nadarrdduneytinu, 8. oktéber 1997.

Finnur Ingélfsson.

Fylgiskjal.

FJARFESTINGARSAMNINGUR
milli rikisstjornar Islands og Columbia
Ventures Corporation og Nordurals hf.

FJARFESTINGARSAMNINGUR gerdur hinn
7. dag agustmanadar 1997

milli

RIKISSTIORNAR ISLANDS, sem idnadar-
rédherra kemur fram fyrir, i fyrsta lagi,

COLUMBIA VENTURES CORPORATION
(hér & eftir nefnt ,,Columbia®), sem er fyrirtaki
stofnad og starfrekt samkvaemt 16gum Oregon-
rikis i Bandarikjum Nordur-Ameriku og hefur
hofudstdodvar sinar ad 1220 Main Street, Suite
200, Vancouver, Washington 98660, Banda-
rikjum Nordur-Ameriku, 1 6dru lagi

0g

Nordurdl hf (hér & eftir nefnt ,félagio” eda
»Nordurdl hf.), sem er hlutafélag stofnad
samkvamt islenskum 16gum og hefur starfsst6d
sina a0 Grundartanga i Hvalfjardarstrandar-
hreppi i Borgarfjardarsyslu 4 Islandi, i pridja
lagi.

MED bVI AP rikisstjornin (svo sem hin er
sidar skilgreind) hefur dhuga 4 ad hvetja til

Halldor J. Kristjansson.

INVESTMENT AGREEMENT
among The Government of Iceland and

Columbia Ventures Corporation
and Nordural hf.

INVESTMENT AGREEMENT made as of the
7th day of August 1997

among

THE GOVERNMENT OF ICELAND, rep-
resented by its Minister of Industry of the First
Part,

COLUMBIA VENTURES CORPORATION
(hereinafter referred to as “Columbia”), a com-
pany organized and operated under the laws of
the State of Oregon, United States of America,
whose principal office is located at 1220 Main
Street, Suite 200, Vancouver, Washington
98660, United States of America of the Second
Part

and

NORDPURAL HF a limited liability compa-
ny (hereinafter referred to as “Company” or
“Nordurél hf.”), a company organized under the
laws of Iceland having its principal location at
Grundartangi in the Municipality of Hvalfjard-
arstrandarhreppur county of Borgarfjardarsysia,
Iceland of the Third Part.

WHEREAS the Government (as hereinafter
defined) is interested in promoting the estab-
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stofnunar orkufreks idnadar a islandi, sem nytir
vatns- og jarOvarmaorku landsins og auka par
med fjolbreytni 1 efnahagslifi landsins;

MEDP bVI AD Alpingi hefur med heimildar-
16gunum (svo sem bau eru sidar skilgreind)
heimilad byggingu nyrrar albredsiu a Islandi,
sett tilteknar reglur og veitt Columbia og félag-
inu tilteknar undanbpagur vardandi stofnun og
starfsemi braedslunnar og heimilad rikisstjérn-
inni ad gera samning par sem nénar er kvedid 4
um skilméla slikrar stofnunar svo og frekari
skilmala og undanpdgur er vid eiga um bygg-
ingu og starfrekslu slikrar bredslu;

MED bVI AD félagid var stofnad hinn 28.
febriar 1997 af Columbia Ventures Corporation
i peim tilgangi ad byggja og starfreekja bradslu
a Grundartanga i Skilmannahreppi og Hvalfjaro-
arstrandarhreppi 1 Borgarfjardarsyslu 4 Islandi til
pess ad framleida al 1 samremi vid skilmala og
skilyrdi, m.a. verkefnasamninganna (svo sem
peir eru skilgreindir hér 4 eftir), og hafa med
héndum slika framleidslu og skylda starfsemi,
med pad fyrir augum ad hefja framleidslu 4rid
1998;

MED PVI AP Landsvirkjun (svo sem hin er
skilgreind hér & eftir) er reidubdin ad lata i té
pad rafmagn sem naudsynlegt er til pess ad starf-
rekja bredsluna og naudsynlegan binad vid
hofnina;

MED bVi AD rikissjodur (svo sem hann er
skilgreindur hér a eftir) hefur 14tio 1 té 160 undir
albredsluna;

MED PVI AP hafnarsj6durinn (svo sem hann
er skilgreindur hér 4 eftir) er reidubdinn ad
tryggja Nordurdli hf. naudsynlegan adgang ad
héfninni  vid Grundartanga og hafnarmann-
virkjum;

HAFA bVi rikisstjérnin, Columbia og félag-
i0 (hér & eftir sameiginlega nefndir ,,adili hvert
um sig en ,adilar sameiginlega) gert med sér
eftirfarandi samning:
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lishment of power intensive industries in Ice-
land utilizing the hydroelectric and geothermal
energy resources of the country and contribut-
ing to the diversification in the national econ-
omy.

WHEREAS by the Enabling Act (as here-
inafter defined), the Althing has authorized the
establishment of a new aluminium smelter in
Iceland, laid down certain rules and granted
Columbia and the Company certain exceptions
in respect of the organization and activities of
the Smelter and has authorized the Government
to enter into agreement providing for the fur-
ther terms of such establishment and the fur-
ther conditions and exceptions applicable to the
construction and operation of such a smelter;

WHEREAS the Company was established on
February 28, 1997, by Columbia Ventures
Corporation for the purpose of constructing and
operating a smelter at Grundartangi in the
Municipalities of Skilmannahreppur and Hval-
fjardarstrandarhreppur, County of Borgarfjard-
arsysla, Iceland, for the production of alumini-
um in accordance with the terms and conditions
of, inter alia, the Project Agreements (as here-
inafter defined) and carrying on such produc-
tion and related business, with a view to com-
mencing production in 1998;

WHEREAS Landsvirkjun (as hereinafter
defined) is prepared to supply the power nec-
essary for the operation of the Smelter and nec-
essary installations at the Harbour;

WHEREAS the Treasury (as hereinafter
defined) has provided a site for the aluminium
smelter;

WHEREAS the Harbour Fund (as hereinafter
defined) is prepared to secure to Noroural hf.
necessary access to the harbour at Grundartangi
and port facilities;

NOW THEREFORE the Government, Col-
umbia and the Company (hereinafter referred
to individually as “Party” and collectively as
the “Parties”) hereby agree as follows.
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1.1

1. gr.
Skilgreiningar og tilkun
Alls stadar par sem pau koma fyrir { samn-

ingi pessum, skulu eftirtalin heiti hafa pa merk-
ingu sem tilgreind er hér 4 eftir:

a)

b)

c)

d)

€)

g

h)

i)

R);

k)

»Rikisstjornin® merkir rikisstjorn lydveld-
isins Islands 4samt Sllum rdduneytum henn-
ar og stofnunum.

»dtofnandi“ merkir Columbia Ventures Cor-
poration, sem er félag stofnad og starfrekt
samkvamt 16gum Oregonrikis i Bandarikjum
Nordur-Ameriku.

,»Rikissjéour merkir rikissj6o Islands.

wLandsvirkjun* merkir Landsvirkjun, sem er
sjalfstett fyrirteki stofnad og starfrekt
samkvaemt 16gum fra Alpingi nr. 42/1983
med hofudstodvar i Reykjavik a Islandi.

»oveitarfélogin® merkir Skilmannahrepp og
Hyvalfjardarstrandarhrepp.

»Hafnarsjédurinn® merkir hafnarsj6d Grund-
artangahafnar, sem er sjalfstedur opinber
sj6dur stofnadur arid 1975 i sameiginlegri
eigu Hvalfjardarstrandarhrepps, Innri-Akra-
neshrepps, Leirar- og Melahrepps, Skil-
mannahrepps, Akranesb&jar og allra annarra
hreppa Borgarfjardarsyslu og Myrasyslu en
peirra sem hér ad framan er getid, en hérads-
nefndir koma fram fyrir pau.

»Heimildarlégin® merkir 16g fra Alpingi nr.
62 fra 27. mai 1997, sem getid er um i for-
malanum ad samningi pessum.
»Fjarfestingarsamningurinn® eda ,samning-
urinn“ merkir samning pennan.
»LOOarsamningurinn“ merkir samninginn
dagsettan 20. mars 1997, eins og honum
hefur verid breytt med vidbétarsamningi
dagsettum 7. 4gast 1997, milli Nordurals hf.
og rikissjods par sem kvedid er 4 um 160
undir br@dsluna.

»,Hafnarsamningurinn merkir samninginn
milli hafnarsj6ds Grundartangahafnar og
Nordurals, par sem tryggdur er adgangur
hins sidarnefnda ad hofninni
»Rafmagnssamningurinn“ merkir samning-
inn milli Landsvirkjunar og Nordurals hf. par
sem kvedid er 4 um afhendingu rafmagns til
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Article 1
Definitions and Interpretation.
Wherever the same shall appear

on this Agreement, the following terms shall
have the respective meanings indicated below;

a)

b)

c)
d)

€)

g)

h)

)

i)

k)

“Government” shall mean the Government
of the Republic of Iceland, including its
ministries and agencies.

“Founder” shall mean Columbia Ventures
Corporation, a company organized and
operated under the laws of the State of
Oregon, United States of America.
“Treasury” shall mean the State Treasury of
Iceland.

“Landsvirkjun” shall mean The National
Power Company, an independent company
organized and operated under Act of the
Althing No. 42/1983, whose principal office
is located in the City of Reykjavik, Iceland.
“Municipalities” shall mean the Munici-
pality of Skilmannahreppur and the Muni-
cipality of Hvalfjardarstrandarhreppur.
“Harbour Fund” shall mean the Harbour
Fund of Grundartangi Harbour, an indepen-
dent public fund established in 1975 and
jointly owned by the Municipality of Hval-
fjardarstrandarhreppur, the Municipality of
Innri-Akraneshreppur, the Municipality of
Leirar- and Melahreppur, the Municipality
of Skilmannahreppur, the Township of
Akranes and by all Districts of the County
of Borgarfjardarsysla and the County of
Myrasysla other than those above men-
tioned, represented by the County Com-
mittees thereof. ‘
“Enabling Act” means the Act of the
Althing No. 62/1997, to which reference is
made in the Preamble hereto.

“Investment Agreement” or “Agreement”’
shall mean this agreement.

“Smelter Site Agreement” shall mean the
agreement of 20 March, 1997, as amended
by the First Amendment to the Smelter Site
Agreement dated 7 August, 1997, between
Noroural hf. and the Treasury providing for
a site for the Smelter.

“Harbour Agreement” shall mean the agree-
ment between Grundartangi Harbour Fund
and Nordural hf. securing its access to the
Harbour.

“Power Contract” shall mean the agreement
between Landsvirkjun and Nordurél hf. pro-
viding for the supply of power for the
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m)

n)

0)

p)

)

r)

s)

bredslunnar og mannvirkja hennar 4 hafn-
arsvadinu.

»vYerkefnissamningarnir®  merkir  pennan
samning, hafnarsamninginn, l60arsamning-
inn og rafmagnssamninginn.

»Braoslan® merkir dlbredsluna og 61l mann-
virki cr tilheyra verksmidjunni, sem a@tlunin
er a0 Norourdl hf. byggi, cigi og reki a
Grundartanga 1 Skilmanna- og Hvalfjardar-
strandarhreppi 1 Borgarfjardarsyslu 4 Islandi
i peirri mynd og med peim banadi sem hin
er biin hverju sinni med upphaflegri arlegri
framleidslugetu u.p.b. 60.000 smalestir af ali
og hugsanlegum sidari stekkunum.

,Bredsluléd merkir landsvadi 4 Klafa-
stodum og Katanesi (Vestra-Katanesi) par
sem bradslan verdur stadsett svo sem frekar
er skilgreint 4 kortinu af braedslulédinni.

,»Kortid af bredslulédinni merkir kort dasamt
skyringum og 160armorkum, sem fylgir 166-
arsamningnum og synir afsto0u bredslunnar
og hafnarinnar d4samt 166armoérkum bradslu-
160arinnar og hafnarsvedisins.

»HOfnin“ merkir hofnina og tilheyrandi
mannvirki, sem liggja ad bredslunni 4
Grundartanga og starfrekt eru af hafnar-
sjédnum.

»Hafnarsva&0io* merkir héfnina og land-
sv&0id 4 Grundartanga par sem hafnarmann-
virkin (svo sem pau eru skilgreind i hafnar-
samningnum) verda stadsett svo sem nanar
er skilgreint 1 hafnarsamningnum og merkt
er inn med gulu 4 kortid af bredslulédinni.

»Verkefnid® merkir skipulagningu, hénnun,

byggingu, utbinad, toku i notkun, starf-
rekslu og vidhald braedslunnar.

»otarfsleyfi merkri leyfi sem Norduréli hf.
verdur veitt samkvamt 16gum er gilda um
umbhverfiseftirlit ad pvi er vardar starfrekslu
br&dslunnar og hafnarmannvirkjanna og
hvers kyns endurnyjun eda framlengingu

pess.
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Smelter and its facilitics in the Harbour
Area.

“Project Agreements” shall mean this
Agreement, the Harbour Agreement, the
Smelter Site Agrecement and the Power
Contract.

“Smelter” means the aluminium reduction
plant and all facilitics appurtenant to the
plant to be constructed, owned and operat-
ed by Nordural hf. at Grundartangi in the
Municipalities of Skilmannahreppur and
Hvalfjardarstrandarhreppur,  County  of
Borgarfjardarsysla, Iceland, as the same
shall be constituted and equipped at any
particular time, having an initial annual pro-
duction capacity of approximately 60,000
metric tonnes of aluminium with possible
future expansions.

“Smelter Site” shall mean the area of land
in Klafastadir and Katanes (Vestra- Kata-
nes) on which the Smelter is to be located,
as more particularly defined in the Smelter
Site Map.

“Smelter Site Map” shall mean a map
together with explanatory notes and bound-
ary measurements attached to the Smelter
Site Agreement, where the general layout of
the Smelter and Harbour as well as the
boundaries of the Smelter Site and Harbour
Area are shown.

“Harbour” shall mean the harbour and ap-
purtenant facilities adjacent to the Smelter
at Grundartangi operated by the Harbour
Fund.

“Harbour Area” shall mean the Harbour and
the area of land at Grundartangi on which
the Port Facilities (as defined in the Harbour
Agreement) are to be located, as more par-
ticularly defined in the Harbour Agreement
and edged in yellow on the Smelter Site
Map.

“Project” shall mean the planning, design-
ing, constructing, equipping, commission-
ing, operation and maintenance of the
Smelter.

“Environmental Operating Licence” shall
mean the licence to be granted to Nordural
hf. under the legislation applicable to envi-
ronmental control in respect of the opera-
tion of the Smelter and facilities at the-
Harbour and any renewal or extension
thereof.
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t) ,,Upphaflegur gildistimi* hefur p4 merkingu
sem fram kemur i 2. mgr. 19. gr.

1.2 Krefjist samhengio ekki annars, gildir

eftirfarandi 1 samningi pessum:

a) Fyrirsagnir eru einungis til hagreodis og hafa
ekki dhrif 4 tilkun samningsins;

b) eintala jafngildir fleirtlu og 6fugt;

c) tilvisun til persénu tekur til fyrirtekis,
sameignarfélags, sj6ds, sameiginlegs fyrir-
tekis, samtaka, félags, eda annarrar 16g-
persénu og hvers kyns opinbers yfirvalds eda
stofnunar;

d) tilvisun til greinar, malsgreinar eda vidauka
er tilvisun til viokomandi greinar, mals-
greinar eda vidauka vid samning pennan;

e) tilvisun til skjals tekur til breytinga eda
vidbota vid skjalid, annars skjals er kemur {
bess stad pess eda endurnyjunar skjalsins, en
tekur ekki til breytinga eda vidbdta vid skjal-
i0, annars skjals er kemur { pess stad eda
endurnyjunar skjalsins sem 4 sér stad i and-
stodu vid samning pennan; og

f) tilvisun til adila ad skjali tekur einnig til
adila sem vid tekur af honum og heimiladra
framsalshafa og afsalshafa.

2. gr.

Uppbygging, tilgangur og undanpagur.
2.1 Stofnandinn hefur skrad félagio sem
hlutafélag 4 Islandi samkvamt islenskum 16gum
svo sem frekar er kvedid 4 um i heimildarlog-
unum, 16gum nr. 2/1995 um hlutafélog og svo
sem gert er rad fyrir 1 samningi pessum.

2.2 Tilgangur félagsins skal vera ad fram-
kvaema verkefnid & Grundartanga til framleidslu
4 ali med rafgreiningu sdrdls eda med endur-
bredslu éls og ad hafa med hondum slika fram-
leioslu og skylda starfsemi.

2.3 Stofnandi félagsins skal vera fullgildur
sem stofnandi sliks félags pratt fyrir akvedi 3.
mgr. 3. gr. laga nr. 2/1995 um hlutafélég. Fjoldi
og heimilisfesti stofnenda og fj6ldi hluthafa i
félaginu skal ekki hadur akvaedum 2. mgr. 3. gr.
og 1. mgr. 20. gr. nefndra laga. Félagio skal
undanpegid dkvaedum 2. mgr. 66. gr. laga nr.
2/1995 um hlutafélog, par sem kvedid er 4 um
a0 meirihluti stjornarmanna i hlutafélagi skuli
busettur 4 Islandi.
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t) “Initial Term” shall have the meaning set
out in Section 19.2.

Section 1.2. In this Agreement, unless the

context otherwise requires:

a) headings are for convenience only and do
not affect the interpretation of this Agree-
ment;

b) the singular includes the plural and vice
versa;

¢) a reference to a person includes any com-
pany, partnership, trust, joint venture, asso-
ciation, corporation, or other body corporate
and any governmental authority or agency;

d) a reference to an Article, Section or Annex
is a reference to that Article or Section of
or Annex to this Agreement;

e) a reference to a document includes an
amendment or supplement to, or replace-
ment or novation of, that document but dis-
regarding any amendment, supplement, re-
placement or novation made in breach of
this Agreement; and

f) a reference to a party to any document
includes that party's successors and permit-
ted transferees and assigns.

Article 2
Structure, Purpose and Exemptions.
Section 2.1.  The Founder has incorporated
the Company in Iceland in accordance with
Icelandic law as further provided in the Enab-
ling Act, Act No. 2/1995 on Limited Com-
panies and as stipulated in this Agreement.

Section 2.2. The purpose of the Company
shall be to implement the Project at Grundar-
tangi for the production of aluminium by reduc-
tion from alumina or by remelting of alumini-
um and to carry on such production and relat-
ed business.

Section 2.3. The Founder of the Company
shall be fully qualified as founder of such a
Company, irrespective of the provisions of
paragraph 3 of Article 3 of the Act No. 2/1995
on Limited Companies. The number and the
residence of founders and the number of share-
holders of the Company shall be independent
of the provisions of paragraph 2 of Article 3
and of paragraph 1 of Article 20 respectively
of said Act. The Company shall be exempted



Nr. 596

2.4 Félagio skal undanpegid dkvaedum 4. tl. 1.
mgr. 1. gr. laga nr. 19/1966 um eignarrétt og
afnotarétt fasteigna, par sem krafist er ad 4/5
hlutafjar hlutafélags séu i eigu islenskra rikis-
borgara og ad islenskir rikisborgarar fari med
meirihluta atkvada 4 hluthafafundum og ad allir

stjornarmenn séu islenskir rikisborgarar.

2.5 Félagio skal undanpegid dkvedum laga nr.
48/1994 um brunatryggingar eda sidari akvaod-
um laga um sameiginlega skyldutryggingu his-
eigna, enda kaupi félagid brunatryggingar svo
sem edlilegt er og venjulegt i 4lidnadinum vegna
hraélsverksmidja. Akvadi laga nr. 55/1992 um
vidlagatryggingu skulu ekki eiga vid um félag-
i0, enda hafi félagid gilda vidlagatryggingu svo
sem edlilegt er og venjulegt i dlidnadinum eda
i tryggingum vegna hraalsverksmidja.

2.6 Rikisstjornin mun tryggja ad leyfi verdi
gefin at til félagsins samkvaemt 2. mgr. 4. gr.
samnings bessa og ad undanpagur samkvemt 3.-
5. mgr. 2. gr. verdi veittar i samremi vid vid-
eigandi 16g. Slik leyfi og undanpagur skulu hio
stjornsyslu- og lagakréfum er varda fullnegingu
4 skilmalum peirra og er heimilt ad gripa til
afturkollunar eda annarra adgerda verdi brotid
gegn skilyrdum peirra eda pau ekki virt.

3. gr
Framsal hlutabréfa.
3.1 Sambpykki rikisstjérnarinnar er askilid fyrir
framsali hlutabréfa i Nordurali hf. par til fram-
leiosla er hafin i breedslunni. Ekki skal synja um
slikt leyfi eda draga pad ad astedulausu og ekki
parf slikt leyfi pegar um er ad reda a) framsal
til détturfyrirtekis stofnanda, sem skrad er i riki
innan OECD eda b) vedsetningu allra eda ein-
hverra slikra hlutabréfa 1 pvi skyni ad tryggja
lan sem Nordural hf. tekur til ad audvelda pvi
a0 framkva@ma verkefnid eda solu 4 slikum
hlutabréfum samkvemt slikri vedsetningu til
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from provisions of paragraph 2 of Article 66 of
Act No. 2/1995 on Limited Companies requir-
ing that the majority of Board members of a
limited company shall have residence in Ice-
land.

Section 2.4. The Company shall be exempted
from provisions of paragraph 1, sub-paragraph
4 of Article 1 of the Act No. 19/1966 on the
Right to Own and Utilise Real Estate requiring
that four-fifths of the share capital of a limited
company be owned by Icelandic citizens and
that Icelandic citizens control the majority of
votes at shareholders’ meetings and that all
directors be Icelandic citizens.

Section 2.5. The Company shall be exempted
from provisions of Act No. 48/1994 on Fire
Insurance, or subsequent provisions of law on
joint compulsory insurance for houses, provid-
ed that the Company secures fire insurance as
is normal and customary in the aluminium
industry on primary aluminium facilities. The
provisions of Act No. 55/1992 on Catastrophe
Insurance shall not apply to the Company pro-
vided that the Company shall maintain cata-
strophe insurance as is normal and customary
in the aluminium industry or coverage on pri-
mary metal production facilities.

Section 2.6. The Government will ensure that
licences will be issued to the Company pur-
suant to Section 4.2 of this Agreement and the
exemptions under Section 2.3.-2.5. shall be
issued in accordance with the relevant Acts of
Law. Such licences and exemptions shall be
subject to administrative and legal requirements
regarding compliance with their terms and may
be subject to revocation or other actions in the
event of breach or non-observance.

Article 3
Transfer of Shares.
Section 3.1. The consent of the Government
is required for transfer of shares of Nordural
hf. until commencement of production by the
Smelter. Such consent shall not be unreason-
ably withheld or delayed and shall not be
required in the case of (a) transfers to any affil-
iate of the Founder incorporated in an OECD-
country or (b) a pledge of all or any of such
shares to secure any loan made to Nordural hf.
to assist it in implementing the Project or any
sale of any such shares pursuant to such pledge
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félags eda félaga sem skrad eru i riki innan
OECD.

Framsal minnihlutaeignar, sem ekki er um-
fram 49%, ma hins vegar eiga sér stad til félaga
sem skrad eru i rikjum innan OECD.

3.2 Ef ekki er um annad samid milli adila, er
hluth6fum Nordurals hf. heimilt, eftir a0 fram-
leidsla er hafin, a0 framselja, ad fullu eda ad
hluta, hlutabréf i félaginu til annars félags sem
er, beint eda 6beint, { eigu félags sem skrdd er
i riki innan OECD.

Upplysa ber rikisstjornina med ad minnsta
kosti fjogurra vikna fyrirvara um slikt framsal
eda utgafu og skulu rikisstjérninni latnar i té
upplysingar um st6du sliks félags studdar
arsreikningum sidustu tveggja ara.

3.3 Nua kemur til framsals a4 hlutabréfum i
Nordurdli hf. og slikt framsal eda utgafa er i
samremi vid skilméla og akvadi 1. og 2. mgr.
3 gr. pessa samnings, og skal pa félagid, sem
fékk hlutabréfin framseld eda gefin Gt 4 sig,
verQa adili ad pessum samningi 4 grundvelli Gt-
gafunnar eda framsalsins og skal stadfesta pad
med pvi a0 gefa Ut og afhenda rikisstjérninni
skriflega yfirlysingu a pvi formi sem rikis-
stjornin getur fallist 4, par sem félagid, sem
eignadist hlutabréfin, sampykkir alla skilmala og
akvadi pessa samnings og skuldbindur sig til ad
hlita peim i einu og 6llu.

4. gr.
Starfsemi.
4.1 Félagio skal radast i verkefnid i samremi
vid skilméla og skuldbindingar i rafmagnssam-
ingnum, l6darsamningnum og hafnarsamningn-
um med pad fyrir augum ad hefja framleidslu
ario 1998.

4.2 Samhlida undirritun samnings pessa, skal

rikisstjérnin sja um ad veitt verdi og gefid ut til

félagsins:

a) ionadarleyfi er stadfestir rétt félagsins til
bess ad radast i verkefnio

b) verslunarleyfi er stofestir rétt félagsins til ad
stunda pa starfsemi sem lyst er i samningi
pessum.
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to any company(ies) incorporated in an OECD-
country.

Transfers of minority shareholding, not exceed-
ing 49% in total, can however take place to
companies incorporated in an OECD-country.

Section 3.2. Unless otherwise agreed between
the Parties, the shareholders of Nordural hf.
may, following commencement of production,
freely transfer, in whole or in part, shares in
the Company to any other company owned,
directly or indirectly by a company incorporat-
ed in an OECD-country.

The Government shall be informed not less
than four weeks in advance of such transfer or
issue and it shall be provided with information
on the status of such company evidenced by
annual accounts of the last two years.

Section 3.3. In the event of a transfer of
shares in Nordurdl hf., such transfer or issue
being in accordance with the terms and provi-
sions of Section 3.1. and 3.2., the acquiring
company shall become a party to this
Agreement by virtue of the issue or transfer,
and shall expressly confirm this by executing
and delivering to the Government a written
instrument in form satisfactory to the
Government, whereby such acquiring company
shall consent to the terms and provisions of the
Agreement and agree to be fully bound by the
terms and provisions thereof.

Article 4
Operations.
Section 4.1. The Company shall start the
Project in accordance with the terms and oblig-
ations of the Power Contract, the Smelter Site
Agreement and the Harbour Agreement with a
view to commencing production in 1998.

Section 4.2. The Government shall cause con-
currently with the signing of this Agreement the
grant and issuance:

(a) to the Company of an Industrial Licence
confirming the right of the Company to
implement the Project;

(b) to the Company of a Commercial Licence
confirming the right of the Company to
carry on operations, described in this Agree-
ment;

B 94
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4.3 Reynist naudsynlegt fyrir félagid ad fa fra
rikisstjorninni frekari sampykki eda leyfi, sem
ekki er porf 4 pann dag sem samningur pessi er
undirritadur, skal rikisstjérnin svo fljétt sem
unnt er gera pad sem i hennar valdi stendur til
ad adstoda félagid vid ad fa slikt sampykki eda
leyfi.

4.4 Rikisstjérnin skal 4 hverjum tima, pegar
félagio fer fram 4 slikt, gera pad sem i hennar
valdi stendur til pess ad adstoda félagid vid ad
f4 pau atvinnuleyfi sem naudsynleg kunna ad
vera vegna starfsmanna eda verktaka félagsins.

4.5 Félagio skal leitast vid ad tryggja ad starf-
semi pess studli ad préun visinda- og tekni-
bekkingar 4 Islandi, par med, eftir pvi sem vid
a og vi0 verdur komid, med pvi ad hafa og préa
4 Islandi nyskopunarh®fni sina, enda tengist slik
vidleitni og samrymist rekstri bredslunnar og
60rum dkvaedum pessa samnings.

5. gr.
Umbhverfismal.

5.1 Braoslan skal rekin i samremi vid starfs-
leyfi, sem gefid er 1t til félagsins af umhverfis-
radherra skv. 16gum nr. 81/1988 og reglugerd nr.
48/1994, par sem fjallad er um 6l atridi er varda
bredsluna svo og starfsemi vid hofnina er tengj-
ast bredslunni og varda fermingu og affermingu,
umhverfisreglur og eftirlit.

6. gr.
Meginreglur skattlagningar.
6.1 Félagio skal greida skatta og Onnur opin-
ber gjold sem almennt eru 16gd & & Islandi
samkvamt peim reglum sem gilda um slik gjold
4 grundvelli laga hverju sinni, nema annad sé
akvedid i samningi pessum.

7. gr.
Skattar til rikissjoos.
7.1 Pratt fyrir breytingar, sem kunna ad verda
4 1ogum nr. 75/1981 um tekjuskatt og eignar-
skatt, med &ordnum breytingum, skal félagid
greida 33% tekjuskatt med eftirfarandi sér-
akvedum:
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Section 4.3. If it shall become necessary for
the Company to obtain from the Government
any further consent or licence not required at
the date of signing of this Agreement, the
Government shall as soon as practicable use its
best efforts to assist the Company to obtain
such further consent or licence.

Section 4.4. The Government shall from time
to time on request of the Company promptly
use its best efforts to assist the Company to
obtain any work permits that may be necessary
in respect of any employees or contractors of
the Company.

Section 4.5. The Company shall endeavour to
ensure that its activities contribute to the devel-
opment of Icelandic scientific and technologi-
cal capacities, including as far as appropriate
and reasonably practicable the establishment
and improvement in Iceland of its capacity to
innovate, provided always that such endeavours
are relevant to the operation of the Smelter and
compatible therewith, and with the other pro-
visions of this Agreement.

Article 5

Environmental Matters.
Section 5.1. The Smelter shall be operated in
accordance with an Environmental Operating
Licence issued by the Minister of Environment
under Act No. 81/1988 and Regulation No.
48/1994 to the Company, covering all aspects
of the Smelter, as well as activities at the
Harbour related to the Smelter as to loading and
unloading, environmental regulation and con-
trol.

Article 6
Principles of Taxation.
Section 6.1. The Company shall be subject to
taxes and other public charges generally levied
in Iceland, according to the rules applicable to
such charges under the law from time to time,

except as otherwise provided in this
Agreement.
Article 7
Government Taxes.
Section 7.1. Notwithstanding eventual changes

in the Act No. 75/1981 on Income Tax and Net
Worth Tax, as amended, the Company shall pay
an income tax at the rate of 33% with the fol-
lowing special provisions:
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a)

b)

c)

d)
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Akveoi 8. tl. 1. mgr. 31. gr. laga nr.
75/1981, sem heimila 7% fradratt af nafn-
virdi hlutafjar fra skattskyldum tekjum, skulu
ekki eiga vid.

Pratt fyrir 7. tl. 1. mgr. 3. gr. og 2. tl. 1. mgr.
71. gr. laga nr. 75/1981 og 2. mgr. 3. gr. laga
nr. 94/1996, um stadgreidslu skatta, skal
skattur ekki lagdur 4 eda haldid eftir af ardi,
sem greiddur er til hluthafa er hafa bisetu i
riki innan OECD, enda uppfylli hluthafinn
krofur i. og ii. tl. b-lidar 2. mgr. 12. gr. milli-
rikjasamnings Bandarikja Nordur-Ameriku
og lydveldisins Islands nr. 22/1975, sem birt-
ur er i Stjérnartidindum.

Varanlegir rekstrarfjormunir, sem varda
byggingu bradslunnar, skulu teljast bygging-
ar og vélar og bunadur i fostum hlutféllum,
svo sem frekar er lyst i vidauka A vid samn-
ing pennan. Varanlegir rekstrarfjarmunir,
sem félagid eignast med 60rum heetti i pvi
skyni ad vidhalda eda bzta bredsluna, skulu
flokkadir i samraemi vid 32. og 38. gr. laga
nr. 75/1981. Fyrning skal akvoroud med
peim hetti sem kvedid er 4 um i 5. mgr. 7.
gr. samnings pessa.

Félaginu skal heimilt a0 draga frd skatt-
skyldum tekjum 4 hverju ari eftirstodvar
rekstrartapa fra sidustu atta almanaksarum,
svo sem frekar er kvedid 4 um 1 7. tl. 1. mgr.
31. gr. laga nr. 75/1981.

Félaginu skal heimilt ad draga fra skatt-
skyldum tekjum & hverju ari og fera 4 sér-
stakan fjarfestingarreikning fjarhad er nemur
4% af nafnvirdi hlutafjar. Fé 4 reikningnum,
sem notad er til fjarfestingar 1 fyrnanlegum
eignum innan sex éara fra pvi ad pad var fert
4 reikninginn, skal batt vid skattskyldar
tekjur félagsins 4 4rinu sem fjarfestingin 4
sér stad. A sama ari skal félaginu heimilt a0
flyta fyrningu eignanna um sému upphad og
notud var af fjarfestingarreikningnum.

Fé af hinum sérstaka fjarfestingarreikningi,
m ekki hefur verid notad til fjarfestingar og

hefur ekki verid jafnad 4 moéti rekstrartapi innan
fyrmefndra timamarka, skal batt vid skatt-
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(a) The provisions in Article 31, sub-paragraph

8 of paragraph 1 of Act No. 75/1981, allow-
ing the deduction of 7% of the nominal
value of shares from taxable income shall
not be applicable.

(b) Notwithstanding Article 3, sub-paragraph 7

of paragraph 1 and Article 71, sub-para-
graph 2 of paragraph 1 of Act No. 75/1981
and Article 3, paragraph 2 of Act No.
94/1996, on withholding Tax, tax shall not
be imposed or withheld on dividends, that
are distributed to a shareholder resident in
an OECD-country so long as the share-
holder satisfies the requirements of Article
12, paragraph 2 (b) (i) and 2 (b) (ii) of the
Convention of the United States of America
and the Government of the Republic of
Iceland, No. 22/1975, published in the
Government Gazette.

(c) Fixed assets relating to the erection of the

Smelter shall be assumed to consist of
buildings and machinery and equipment in
fixed proportions as further described in
Annex A to this Agreement. Fixed assets
otherwise acquired by the Company for the
purposes of preservation or improvement of
the Smelter shall be classified according to
Articles 32 and 38 of Act No. 75/1981.
Depreciation shall be determined as provid-
ed for in Section 7.5. of this Agreement.

(d) The Company shall be entitled to deduct

from taxable income in any given year the
remaining net operating losses from the pre-
ceding, eight calendar years as further stip-
ulated in sub-paragraph 7, paragraph 1 of
Article 31 of Act No. 75/1981.

(e) The Company shall be entitled to deduct

from taxable income in any given year and
allocate into a special internal investment
account an amount equivalent of up to 4%
of the nominal value of shares. Amounts
allocated in the investment account used for
investment in depreciable assets within six
years succeeding the allocation shall be
added to the taxable income of the Com-
pany in the year of the investment. In the
same year the Company shall have the right
to accelerate the depreciation of the assets
by the same amount used from the invest-
ment account.

Amounts in the special investment account

that have not been invested or have been off-
set against operating losses within the men-
tioned period of time shall be added to taxable
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skyldar tekjur og bad skattlagt med pvi skatta-
hlutfalli sem gilti pegar pad var fert a fjar-
festingarreikninginn. Hid sama skal eiga vid ef
félagio er leyst upp.

7.2 Félagio skal undanpegid eignarskatti sam-
kvemt 1. mgr. 84. gr. laga nr. 75/1981 og
sérstokum eignarskatti skv. 3. gr. laga nr. 83/
1989.

7.3 Félagido skal undanpegio Idnlinasj6ds-
gjaldi skv. 16gum nr. 76/1987, um Idnldnasjoo,
og i0nadarmalagjaldi skv. 16gum nr. 134/1993,
um idnadarmélagjald, og markadsgjaldi skv.
16gum nr. 114/1990, um Utflutningsrad Islands,
med dordnum breytingum, svo og O6drum eins
eda efnislega svipudum skéttum eda gjoldum er
kunna a0 verda 16gd 4 til viobétar vid eda i
stadinn fyrir Ionlanasjodsgjald, idnadarmala-
gjald og markadsgjald.

7.4 Akveoi 1.-3. mgr. 7. gr. hér ad framan
skulu gilda at upphaflega gildistimann eda til
samningsloka, sem 4dur kunna ad verda, pratt
fyrir breytingar sem sidar kunna ad verda 4
16gum nr. 75/1981. Ef til pess kemur ad 16g-
unum er breytt, skal félaginu heimilt ad krefjast
endurskodunar 4 hinum sérstoku dkvadum i pvi
skyni a0 tryggja ad félagid beri ekki pyngri
skattbyrdi en ef pad veri skattlagt samkvaemt
16gunum an tillits til hinna sérstoku dkveda hér
a0 framan.

75 A pvi ari sem nyjar eignir eru teknar i
notkun, getur félagid valid ad fyrna ber eignir
med hlutfalli arlegrar fyrningar i stad heils ars
fyrningar eins og annars er kvedid 4 um i 33.
gr. laga nr. 75/1981. Prétt fyrir dkvedi 34. og
45. gr. laga nr. 75/1981 er félaginu heimilt a0
fyma eignir sinar pannig ad ekki standi eftir
nidurlagsverd.

7.6 Félaginu er heimilt ad fera bokhald sitt {
Bandarikjadélum svo sem lyst er i 12. gr. samn-
ings bessa. Gengid skal vera opinbert gengi
Bandarikjadals gagnvart islenskri krénu eins og
pad er birt af Sedlabanka Islands. I pvi skyni ad
reikna at skattskyldan agdéda félagsins, eins og
hann 4kvardast skv. 1. mgr. 7. gr., skulu &rs-
reikningar umreiknadir dr Bandarikjad6lum i
islenskrar krénur og tekur ba eftirfarandi gildi:
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income and taxed with the tax rate at the year
of allocation. The same shall apply if the com-
pany is dissolved.

Section 7.2. The Company shall be exempt
from Net Worth Tax under paragraph 1 of
Article 84 of Act No. 75/1981, and the special
Net Worth ‘Tax under Article 3 of Act No.
83/1989.

Section 7.3. The Company shall be exempt
from the Industrial Loan Fund Charge under
Act No. 76/1987, on the Industrial Loan Fund,
and the Industrial Charge under Act No.
134/1993, on the Industrial Charge and the
Market Charge under Act No. 114/1990 on
Trade Council of Iceland, as amended, as well
as any identical or substantially similar taxes or
charges which might be imposed subsequently
in addition to, or in place of the Industrial Loan
Fund Charge, the Industrial Charge and the
Market Charge.

Section 7.4. The provisions in Section 7.1 -
7.3. above shall be effective for the Initial Term
or earlier termination of this Agreement
notwithstanding eventual changes in the Act
No. 75/1981. In case of amendments of the Act,
the Company shall be entitled to have the spe-
cial provisions reviewed with the objective to
ensure that the Company is not taxed more than
it would be if it was taxed according to the Act
without the special provisions above.

Section 7.5. In the year when new assets are
taken into operation, the Company can elect to
depreciate those assets with a proportional fac-
tor of the annual depreciation instead of full
years depreciation as otherwise provided for in
Article 33 of Act No. 75/1981. In spite of the
provision of Article 34 and 45 of Act No.
75/1981 the Company is allowed to depreciate
its assets down to no residual value.

Section 7.6. The Company may record its
transactions using the USD currency as stated
in Article 12 of this Agreement. The rate of
exchange shall be the official exchange rate of
the USD to ISK as published by the Central
Bank of Iceland. For the purpose of calculat-
ing the taxable profit of the Company, as deter-
mined by Section 7.1., the financial statements
shall then be converted from USD to ISK giv-
ing effect to the following:
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a) Allar tekjur og gjold 4 4rinu skulu um-
reiknud i islenskar krénur & grundvelli dag-
gengis eftir pvi sem vid 4.

b) Fymingar skulu reiknadar 4 grundvelli
medalmanadargengis.

¢) Eignir og skuldir og eigid fé skal umreiknad
i islenskar krénur 4 gengi 31. desember
vidkomandi ars.

d) Hvers kyns endurmati 4 einstokum lidum i
islenskum krénum vegna breytinga 4 gengi
Bandarikjadals gagnvart islenskri krénu, sem
afleiding pess ad arsreikningar eru umreikn-
adir ar Bandarikjad6lum i islenskar kr6nur
samkvemt lidum (a), (b) og (c), skal beatt
vid eda dregid fra eigin fé og engin ahrif
hafa & skattskyldar tekjur.

bPar sem allar ferslur eru tengdar Banda-
rikjadal skulu verdlagsbreytingar skv. 16gum nr.
75/1981 ekki lengur eiga vid og félagid skal pvi
vid utreikning hreinna skattskyldra tekna skv.
l6gum nr. 75/1981 undanpegid 36. og 53. gr.
laga nr. 75/1981 og 6drum dkvedum laga sem
samrymast ekki slikri tilhogun.

8. gr.
Fasteignaskattar og gatnagerdagjald.

8.1 Félagid skal greida sveitarfélsgunum
0,75% fasteignaskatt, sem sveitarfélogin leggja
4 allar byggingar, hisn®di og mannvirki sem
félagid 4 eoda leigir.

8.2 Alagningarstofn slikra bygginga, hisn®dis
og mannvirkja, svo sem gert er rad fyrir ad pau
verdi midad vid 60.000 smalesta upphaflega
framleidslugetu pann dag sem starfreksla
bredslunnar hefst, skal, ad pvi er vardar
fasteignaskatt, reiknast vera 2.393.000.000 is-
lenskar krénur (sem jafngildir 35.706.000
Bandarikjadélum), midad vid gengi islenskrar
krénu gagnvart Bandarikjadal i desember 1996
og tengt byggingarvisitdlu 4 Islandi i desember
1996. Fasteignaskattur skal lagdur 4 og inn-
heimtur fyrir sérhvert ar 4 grundvelli fyrrgreinds
alagningarstofns svo sem hann er framreiknadur
samkva&mt byggingarvisitlu desembermanadar
fyrra ars.
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(a) Any income generated and expenses in-
curred during the year shall be converted to
ISK using the daily exchange rate as applic-
able.

(b) Depreciation shall be computed on the basis
of the average monthly rates of exchange.

(c) Assets and liabilities and equity shall be
converted to ISK by using the exchange rate
of 31 December of the year in question.

(d) Any revaluation of individual items in ISK
due to changes of the exchange rate be-
tween the USD and ISK as a result of con-
verting the financial statements from USD
to ISK according to a), b) and ¢) above shall
be debited or credited to equity and shall
not affect the taxable income.

Since all transactions are linked to the USD
currency the price level changes of Act No.
75/1981 shall no longer apply and the Company
shall therefore in calculating the net taxable
income according to Act No. 75/1981 be ex-
empted from Article 36, and Article 53 of Act
No. 75/1981 as amended and such other provi-
sions of law that are not consistent with such
arrangements.

Article 8

Municipal Property Tax and Street
Connection Fee.
Section 8.1. The Company shall pay to the
Municipalities a property tax of 0.75% levied
by the Municipalities on all buildings, premis-
es and facilities owned or leased by the Com-
pany.

Section 8.2. The value of such buildings,
premises and facilities as planned to exist for
the initial production capacity of approximate-
ly 60,000 metric tonnes on the date when
smelter operations commence, shall for the pur-
pose of property tax be deemed to be ISK
2,393,000,000 (the equivalence of US dollars
35,706,000), based upon the average exchange
rate between the Icelandic krona and the US
dollar in December 1996 and indexed to the
Icelandic Building Cost Index for December
1996. The property tax shall be levied and col-
lected for each year based on the said value as
indexed by using the Icelandic Building Cost
Index for December of the preceding year.
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8.3 Fasteignaskatturinn skal adeins lagdur a
fra 1. jandar ario eftir gangsetningu bredslunnar.

8.4 Fasteignaskatturinn, sem félagido greidir
skv. 1.-3. mgr. 8. gr., skal koma i stad fast-
eignaskatts skv. II. kafla laga nr. 4/1995, med
dordum breytingum, um tekjustofna sveitar-
félaga, og sérstaks skatts 4 fasteignir, sem nytt-
ar eru til skrifstofuhalds eda verslunarreksturs
samkvemt akvadum til bradabirgda i somu
16gum, og hvers kyns sams konar eda efnislega
svipadra skatta sem kynnu sidar ad vera lagdir
a4 1 stadinn fyrir fasteignaskattinn. Fasteigna-
skatturinn skal lagdur & og innheimtur 4 sama
hatt og fasteignaskatturinn skv. II. kafla laga nr.

4/1995, eftir bvi sem vid a i sveitarfélogunum.

8.5 Nordurdl hf. skal ekki greida gatnagerdar-
gjold skv. 16gum nr. 17/1996 til sveitarfélaganna
vegna upphafsframleidslugetu, sem er u.p.b
60.000 smalestir, né heldur nokkurn annan skatt
eda gjald sem kynni ad vera sett 4 i stad peirra.

9. gr.
Byggingarleyfisgjald.
9.1 Sveitarfélogin munu veita félaginu bygg-
ingarleyfi til byggingar bradslunnar og tilheyr-
andi mannvirkja samkvaemt byggingarl6gum nr.
54/1978.

9.2 Almennt skipulag bredslunnar og tilheyr-
andi mannvirkja skal koma fram i umsékninni
um byggingarleyfi og skal pad samrymast bygg-
ingarreglugerdum sem viod eiga um stér idnadar-

mannvirki.

9.3 Félagio skal greida byggingarleyfisgjald
vegna upphafsframleidslugetu, sem er u.p.b.
60.000 smalestir, ad jafngildi 100.000 Banda-
rikjadala, eigi sidar en 30 dogum eftir ad
umsoknin er 16g0 inn af félaginu skv. bygginga-
16gum nr. 54/1978.

10. gr.
Innflutnings- og Gtflutningsgjold.
10.1 Innflutningur eda innkaup innanlands af
hélfu eda fyrir hond félagsins 4 byggingarefnum,
vélum og bunadi og 6drum fastafjsrmunum og

varahlutum 1 verksmidjuna og 4 tilheyrandi
mannvirkjum og rekstur peirra skulu undanpegin
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Section 8.3. The property tax shall be levied
only as from 1st of January following the year
of start-up at the Smelter.

Section 8.4. The property tax the Company
shall pay in accordance with Sections 8.1. - 8.3.
shall be in lieu of the property tax under Part
II. of Act No. 4/1995 as amended on Sources
of Municipal Revenue and a special property
tax for property for office and commercial use
according to a provisional chapter of the same
Act, as well as any identical or substantially
similar taxes which might subsequently be
imposed in place of, the property tax. The prop-
erty tax shall be levied and collected in the
same manner as the property tax under Part II
of Act No. 4/1995 as applicable in the Munici-
palities.

Section 8.5. Nordural hf. shall not pay street
connection fee according to Act No. 17/1996
to the Municipalities in respect of the initial
production capacity of approximately 60,000
metric tonnes nor any other tax, fee or charge
which would be imposed in lieu thereof.

Article 9
Building Licence Fee.
Section 9.1. The Municipalities will issue to
the Company a building licence for the con-
struction of the Smelter and appurtenant facil-
ities pursuant to Building Act No. 54/1978.

Section 9.2. The general lay-out of the
Smelter and appurtenant facilities shall be
shown on the application for a building licence
and shall comply with the building regulations
applicable to large scale industrial construction.

Section 9.3. The Company shall pay a build-
ing licence fee in respect of the initial produc-
tion capacity of approximately 60,000 metric
tons equal to US dollars 100,000.- no later than
30 days after submittance of application by the
Company pursuant to the Building Act No.
54/1978.

Article 10
Import and Export Duties.
Section 10.1. The importation or domestic pur-
chase by or on behalf of the Company of con-
struction materials, machinery and equipment
and other capital goods and spare parts for the
plant and of related facilities and the operation
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islenskum inn- og utflutningsgjoldum og véru-
gj6ldum samkvemt 16gum nr. 97/1987, med
dordnum breytingum, sem og sams konar eda
efnislega svipudum skottum eda gjoldum er
kynnu sidar ad verda 16g0 4 til vidbétar vid eda
i stadinn fyrir ofangreind gjold. Med samn-
ingum, sem gerdir eru innan ramma nefndra
laga, er heimilt ad veita undanpagu frd eda
endurgreida tolla og vorugjold a4 voérum og
pjénustu sem keypt er innanlands vegna bygg-
ingar bradslunnar.

10.2 Félaginu verdur veittur frestur til greidslu
a viroisaukaskatti 4 innflutning (tollkrit) skv.
16gum nr. 50/1988, um virdisaukaskatt, fram ad
gjalddaga fyrir endurgreidslu vegna vidkomandi
uppgjorstimabils. Med sama hetti skal veittur
greioslufrestur 4 virdisaukaskatti vegna kaupa

rafmagni.

10.3 Innflutningur eda innkaup innanlands af
halfu eda fyrir hond félagsins a4 hraefni og
aofongum til framleidslu, sem naudsynleg eru til
reksturs brazdslunnar og hafnarmannvirkjanna
(svo sem bau eru skilgreind i hafnarsamn-
ingnum), svo og utflutningur framleidsluvoru og
nyttra efna fra félaginu skulu ekki bera
vOrugjold eda islensk inn- eda atflutningsgjold.

11. gr.

Adrir skattar og gjold.
11.1 Stimpilgjold, sem greida beri skv. 16gum
nr. 36/1978, um stimpilgjold, skulu vera 0,15%
af ollum stimpilgjaldsskyldum skjélum, sem
félagio gefur Gt eda stofnad er til i tengslum vid
byggingu og rekstur braedslunnar. Oll skjol, er
lita ad endurfjarmégnun, svo og hlutabréf i
félaginu skulu undanpegin stimpilgjoldum og
hvers kyns sams konar eda efnislega svipudum
skottum eda gjoldum er kynnu sidar ad verda
16g0 4 til viobotar vid eda 1 stadinn fyrir slik
gjold.

11.2 Félagio skal, pratt fyrir 35. gr. skipulags-
laga nr. 19/1964, med 4aordnum breytingum,
greida skipulagsgjald, sem nemur 30.000 Banda-
rikjadélum, vegna u.p.b. 60.000 smélesta
upphafsframleidslugetu.
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thereof shall be exempt from Icelandic customs
duties and excise duties pursuant to Act No.
97/1987, as amended, as well as any identical
or substantially similar taxes or duties which
might subsequently be imposed in addition to,
or in place of, such duties. By agreements
entered into within the framework of that Act
customs duties and excise duties on goods or
services purchased within the country in respect
of the construction of the Smelter, may be
waived or refunded.

Section 10.2. The Company will be granted
deferral (custom credit) for VAT according to
Act No. 50/1988 on Value Added Tax on
import until the payment of the refund for the
respective clearing period is due. VAT on the
purchase of electricity shall be deferred to the
same effect.

Section 10.3. The importation or domestic pur-
chases by or on behalf of the Company of raw
materials and production supplies which are
required for the operation of the Smelter and
Harbour Installations (as defined in the Harbour
Agreement) as well as the export of the prod-
ucts and used materials of the Company shall
not be subject to any excise duties or Icelandic
customs duties on imports or exports.

Article 11

Other Taxes and Charges.
Section 11.1. Stamp duties, when these would
be paid according to Act No. 36/1978 on Stamp
Duties, will be 0.15% on all stamp duty incur-
ring documents issued or entered into by the
Company in connection with the construction
and operation of the Smelter. All documents
related to refinancing as well as shares in the
Company shall be exempt from stamp duties as
well as any identical or substantially similar
taxes or duties which might subsequently be
imposed in addition to, or in place of, such
duties.

Section 11.2. The Company shall irrespective
of Article 35 of the Zoning Act No. 19/1964,
as amended, pay a zoning fee of USD 30,000
in respect of the initial production capacity of
approximately 60,000 metric tons.
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12. gr.
Reikningsskilareglur.
12.1 Arsreikningar félagsins, settir fram {
Bandarikjadolum, skulu gerdir a grundvelli
reikningsskilareglna, sem gefnar eru ut af Al-
pj6dlegu endurskodunarstadlanefndinni, ad pvi
leyti sem bar ganga ekki gegn logum 4
Evrépska efnahagssvadinu sem gilda um félog
af somu sterd og edli og félagid.

12.2 Félaginu er heimilt ad skra 61l vidskipti sin
og gefa Gt arsreikninga sina i Bandarikjad6lum,
svo sem ndnar er kvedid 4 um i pessari 12. gr.
og 6. mgr. 7. gr. samnings bessa.

12.3 Almenn akvadi islenskra tekjuskatts-,
virdisaukaskatts- og sveitarfélagaskattslaga, sem
i gildi eru hverju sinni, um skattframtol og skila-
frest peirra, dlagningu, yfirferd, enduralagningu,
innheimtu, gjalddaga og greidslu og adra mals-
meodferd er vardar uppgjor tekjuskatts, virdis-
aukaskatt og skatta til sveitarfélaga svo og um
kerur og dgreining, sem kann ad risa vegna
peirra, skulu eiga vid um félagid nema ad pvi
leyti sem kvedid er & um 1 samningi pessum.

13. gr.
Endurskodun skattafyrirkomulags.

13.1 A upphaflegum gildistima pessa samnings
ma félagid velja pann kost ad lata almennum
islenskum skattalogum, sem i gildi eru hverju
sinni. Beidni um slika breytingu skal 16gd fram
skriflega eigi sidar en 1. jini pess almanaksars
sem fer 4 undan pvi almanakséri sem breytingin
4 ad taka gildi. Fyrsta almanaksarid, sem slik
breyting getur att sér stad, er almanaksérido 2000
eda hvada almanaksar sem er eftir pad. Berist
slik beidni, skulu adilar pegar ganga til samn-
inga um breytinguna yfir 1 hid almenna skatta-
kerfi. Adilar skulu koma sér saman um adferdir
vid framkvaemd breytingarinnar yfir i hio al-
menna skattakerfi. Eftir pad skal félagio lata
almennum islenskum skattalogum bad sem eftir
er af gildistima pessa samnings.

14. gr.
Pjonusta sveitarfélaganna.
14.1 Par sem sveitarfélogin veita félaginu
undanpégu fra skottum og gjoldum skv. 8. og 9.
gr. bessa samnings, takast sveitarfélogin ekki 4
hendur neina bjénustu vid félagid nema med
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Article 12
Principles of Accounting.

Section 12.1. The financial statements of the
Company expressed in United States Dollars,
shall be established on the basis of accounting
principles issued by the International Account-
ing Standards Committee as far as not contrary
to legislation within the European Economic
Area applicable to companies of the size and
character of the Company.

Section 12.2. The Company may record all its
transactions and issue its financial statements
in US Dollars as further set out in this Article
12 and Section 7.6. of this Agreement.

Section 12.3. General provisions of Icelandic
income tax, value added tax and municipal tax
legislation prevailing from time to time relat-
ing to tax returns and their due dates, assess-
ment, reviews, reassessment, collection, due
dates and payment and other settlement proce-
dures of income tax, value added tax and
municipal tax and to protests and disputes aris-
ing in connection thereof, shall apply to the
Company, except as provided herein.

Article 13
Review of Tax Arrangements.
Section 13.1. During the Initial Term of this
Agreement the Company may elect to be sub-
ject to general Icelandic tax laws as existing
from time to time. A request for such a transi-
tion shall be made by way of written notice
submitted not later than June 1 of the calendar
year next prior to the calendar year when such
a transition is to take effect. The first calendar
year in which such a tax transition can take
place is the calendar year 2000 or in any cal-
endar year thereafter. If such notice is given,
the Parties shall promptly enter into negotia-
tions on the transition to the general tax sys-
tem. The Parties shall agree on the transition
procedures to accomplish the changeover to the
general tax system. Thereafter, the Company
shall be subject to the general Icelandic tax sys-
tem for the remaining term of this Agreement.

Article 14
Services of the Municipalities.
Section 14.1. Since the Municipalities are
granting the Company exemption from taxes
and fees subject to Article 8 and 9 of this
Agreement the Municipalities are not under-
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gagnkvaemu samkomulagi milli sveitarfélaganna
og félagsins.

15. gr.
Stada samninganna ad logum.
15.1 Samningur pessi skal birtur i heild sinni i
B-deild Stjérnartidinda 4 islensku og ensku til
upplysingar strax eftir undirritun hans af halfu
adila. Birting samningsins skal p6 eigi vera skil-
yroi fyrir gildistoku hans. Hid sama skal eiga
vid um hverjar par breytingar sem adilar kunna

sidar a0 gera & samningnum i samr@mi Vi0
akvaoi hans.

15.2 Samhlida undirritun pessa samnings gerir
félagio eftirtalda samninga vid videigandi adila:

a) Rafmagnssamninginn
b) Hafnarsamninginn

16. gr.

Fyrirheit af halfu rikisstjornarinnar.
16.1 Rikisstjérnin skal gera allar naudsynlegar
radstafanir til pess ad tryggja ad stofnandinn og
félagid njoti allra réttinda og hlunninda, sem
samningur bessi veitir, og ad engin radstdfun
verdi gerd er gati takmarkad eda 4 annan hatt
haft neikvad ahrif a4 framkvaemd verkefnisins og
starfsemi félagsins og stofnandans.

16.2 Med undirritun samnings pessa abyrgist
rikisstjornin efndir 4 skuldbindingum sveitar-
félaganna og hafnarsj6dsins samkvemt hafnar-
samningnum. Rikisstjérnin sampykkir einnig
skilyroislaust ad greida Nordurali hf., pegar pess
er krafist, hverja pa fjarhed og allar fjarhedir 4
hverjum tima sem hafnarsjodnum ber ad greida
Norduréli hf. i tengslum vid eda samkvemt 5.
mgr. 3. gr. hafnarsamningsins.

17. gr.
Log, sem gilda, og deilumal.
17.1 Um samning pennan og tdlkun hans skal
fara samkvemt islenskum 1logum. Sé ekki
kvedid 4 um annad i samningi pessum skulu
islensk 16g og reglugerdir gilda.
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taking any services towards the Company
unless the Municipalities and the Company
mutually agree.

Article 15
Legal Status of Agreements.
Section 15.1. This Agreement shall be pub-
lished in its entirety in Part B of the Govern-
ment Gazette of Iceland for purposes of infor-
mation immediately following the signing
thereof by the Parties, in both the Icelandic and
English version. Such publication is not a con-
dition precedent to the entry into force of the
Agreement. The foregoing shall apply in the
same manner to any amendments to this Agree-
ment which may be subsequently made be-
tween the Parties in accordance with its terms.

Section 15.2. In connection with the signing of
this Agreement, the Company is entering into
the following agreements with the respective
parties thereto:

(a) The Power Contract

(b) The Harbour Agreement

Article 16
Assurances by the Government.

Section 16.1. The Government will take all
steps necessary to ensure that the Founder and
the Company enjoy all the rights and benefits
conferred under this Agreement and that no
undertaking will be made that would restrict or
otherwise adversely affect the implementation
of the Project and the operations of the
Company and the Founder.

Section 16.2. The Government by execution of
this Agreement guarantees the performance of
the obligations of the Municipalities and of the
Harbour Fund under the Harbour Agreement.
The Government also agrees as a primary
obligation to pay to Nordurdl hf. on demand
any and all sum or sums from time to time
which the Harbour Fund is liable to pay to
Nordural hf. in connection with or under
Section 3.5. of the Harbour Agreement.

Article 17
Governing Law and Disputes.
Section 17.1. This Agreement shall be gov-
ermned by and construed in accordance with the
law of the Republic of Iceland. Unless other-
wise stipulated in this Agreement Icelandic law
and regulations shall apply.
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17.2 Sérhver deila, krafa eda 4greiningur sem
upp kann ad risa vegna eda i sambandi vid
samning pennan, p.m.t. hvers kyns spurningar er
kunna ad risa vardandi tilvist hans, gildi eda lok
(,deila®), skal heyra alfarid undir 16gsoégu is-
lenskra domstdla nema einhver adili kjosi held-
ur a0 leggja deiluna 1 gerd skv. 3. mgr. 17. gr.
hér & eftir og tilkynni hinum adilunum skriflega
um bad. Ef einn eda fleiri adilar hofda mal fyrir
domstélum (,,malshofdandi) vegna deilu og
einhver annar adili (,,gagnadilinn®) vill fremur
leggja deiluna i gerd, skal gagnadilinn tilkynna
malshéfdanda um bad skriflega innan 30 daga
fra pvi ad honum berst stetna. Strax og honum
hefur borist tilkynning skal malsho6foandi falla
fra malshofoun og skal pa deilan leyst med gerd.

17.3 Pbratt fyrir akveoi 2. mgr. 17. gr. hér ad
framan, ma hver adili sem er visa sérhverri deilu
til  Gerdardomsstofnunar  Verslunarradsins i
Stokkhélmi og leysa tr henni samkvamt reglum
beirrar stofnunar svo sem par eru i gildi 4 dag-
setningu samnings pessa, en reglur pessar teljast
4 grundvelli tilvisunar i1 par hluti af pessari 3.
mgr. 17. gr. nema 00ruvisi sé kvedid 4 1 pessari
malsgrein. Gerdardémurinn skal skipadur prem-
ur gerdardomsmonnum og skal einn skipadur af
malsh6féanda eda malshofdendum, annar af
gagnadila eda gagnadilum og hinn pridji, sem
skal vera formadur, skal skipadur sameiginlega
af peim tveimur gerdarddmsmoénnum sem skip-
adir eru af adilum. Séu malshofdendur fleiri en
einn og/eda gagnadilar fleiri en einn, skulu mals-
hofoendur sameiginlega skipa einn gerdar-
démsmann og/eda gagnadilar skulu sameigin-
lega skipa einn gerdardomsmann. Ef malsh6fo-
andi og/eda gagnadili skipar ekki gerdardéms-
mann sinn i kréfu sinni og svari (svorum) skal
hinn adili gerdardémsmalsins eiga rétt 4 ad leita
til  Gerdardomsstofnunar Verslunarradsins i
Stokkh6lmi um ad skipa vidkomandi gerdar-
démsmann. Ef gerdarddmsmennirnir tveir, sem
skipadir eru af adilum, geta ekki komid sér
saman um bridja gerdarddmsmanninn skal hann
skipadur af Gerdardémsstofnun Verslunarrdds-
ins 1 Stokkhdlmi ef einhver adila fer fram 4 pad.
bridji gerdarddmsmadurinn, hvernig sem hann
er skipadur, skal ekki vera af sama pjéderni og
einhver adili a0 pessum samningi, né af sama
pjoderni og Columbia Ventures Corporation, né
heldur af sama bjéderni og einhver sidari
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Section 17.2. Any dispute, claim or difference
arising out of or in connection with this
Agreement, including any question regarding
its existence, validity or termination (‘“Dis-
pute”), shall be subject to the exclusive juris-
diction of the Icelandic courts unless any Party
prefers to submit it to arbitration pursuant to
Section 17.3. below and gives notice in writing
to that effect to the other Parties. If one or more
of the Parties commences court proceedings
(“the Claimant Party”) in respect of a Dispute
and any other Party (“the Respondent Party”)
prefers to submit the Dispute to arbitration, the
Respondent Party must give notice to this effect
to the Claimant Party in writing within 30 days
of receiving the Summons. Immediately after
receiving the notice, the Claimant Party will
discontinue the court proceedings and the
Dispute will be resolved by arbitration.

Section 17.3. Notwithstanding the provisions
of Section 17.2. above, any Dispute may, at the
instigation of any Party, be referred to and
finally resolved in accordance with the arbitra-
tion rules of the Arbitration Institute of the
Stockholm Chamber of Commerce as in force
at the date of this Agreement, which rules are,
subject to the provisions of this Section 17.3.
deemed to be incorporated by reference into
this Section 17.3. The Arbitration Tribunal
shall consist of three arbitrators, one of whom
shall be appointed by the Claimant Party or
Parties, another by the Respondent Party or
Parties and the third, who shall act as
Chairman, jointly by the two party appointed
arbitrators. If there is more than one Claimant
Party and/or more than one Respondent Party,
the Claimant Parties together shall nominate
one arbitrator and/or the Respondent Parties
together shall nominate one arbitrator. If the
Claimant Party and/or the Respondent Party do
not appoint their arbitrator in their Request and
Reply (Replies) respectively, the other Party to
the arbitration shall have the right to apply to
the Arbitration Institute of the Stockholm
Chamber of Commerce for it to appoint the rel-
evant arbitrator. If the two party appointed arbi-
trators cannot agree upon the appointment of
the third arbitrator, he shall be appointed by the
Arbitration Institute of the Stockholm Chamber
of Commerce at the request of any Party. The
third arbitrator however appointed shall not be
of the same nationality as that of any of the
Parties to this Agreement, nor as that of
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hluthafi 1 Norduréli hf. nema adilar sampykki.
Gerdardomsmenn skulu fullnegja hefisskilyro-
um 6. gr. laga um samningsbundna gerdardéma
nr. 53/1989. Gerdarddmsmeodferd skal eiga sér
stad 1 Reykjavik og fara fram 4 ensku.

17.4 Nu fellur gerdardémsmadur fra, sem
upphaflega var skipadur af annad hvort mals-
hofdanda eda gagnadila, eda hann verdur
Ostarfhefur, og skal pa gerdardémsmadur skip-
adur i hans stad af peim adila sem upphaflega
skipadi hann. Ef adilinn, sem upphaflega skipadi
hann, skipar ekki gerdardémsmann i hans stad
innan edlilegs tima skal hinn adilinn ad gerdar-
domnum eiga rétt 4 ad leita til Gerdar-
démsstofnunar Verslunarradsins i Stokkh6lmi
um ad skipa stadgengil. Nu fellur pridji gerdar-
démsmadurinn frd eda verdur ostarfhefur og
skal pad gerdarddmsmadur skipadur i hans stad
af Gerdardomsstofnun Verslunarradsins i Stokk-
hélmi ef gerdarddomsmennirnir tveir, sem skip-
adir voru af adilum, geta ekki komid sér saman
um stadgengil.

17.5 Adilar skuldbinda sig hér med, ad pvi er
varQar ger0ardomsmedferd sem hafin er skv. 3.
mgr. 17. gr. pessa samnings, ad framkvaema
nidurstddu gerdardomsins an tafar og afsala sér
hvers kyns rétti til pess ad afryja nokkru alita-
méli um stadreyndir mélsins eda lagaatridi ad
pvi marki sem hagt er ad afsala sér slikum rétti
svo ad gilt sé. Adilar sampykkja ad drskurdir,
sem kveonir eru upp vardandi gerdardomsmed-
ferd sem hafin er skv. 3. mgr. 17. gr., séu endan-
legir og bindandi fyrir adila frd peim degi sem
peir eru kvednir upp, enda megi jafnan fram-
fylgja trskurdum gerdardémsins med adgerdum
domstdla eda par til barra yfirvalda. Adilar
skulu afram efna skyldur sinar samkvamt samn-
ingi pessum, hvad sem lidur deilum er kunna ad
vera Oleystar peirra 1 milli.

17.6 Sérhver adila sampykkir almennt hvers
kyns réttartrredi eda birtingu stefnu eda réttar-
heimildar 1 tengslum vid malsh6féun gegn sér.
Sérhver adili afsalar sér hér med OGafturkallan-
lega, ad pvi marki sem 16g heimila 1 16gsogu
peirri par sem malsh6foun kann ad eiga sér stad
eda par sem domi eda gerdardémsutrskurdi kann
a0 vera framfylgt, ad pvi er vardar hann sjalfan,
tekjur hans og eignir (4n tillits til notkunar peirra
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Columbia Ventures Corporation, nor as that of
any subsequent shareholder in Nordural hf.
unless the Parties otherwise agree. The arbitra-
tors shall meet the qualifications set out in
Article 6 of Act. No. 53/1989 on Contractual
Arbitration. The arbitration proceedings shall
be held in Reykjavik and shall be conducted in
English.

Section 17.4. In the event that an arbitrator,
originally appointed by either the Claimant
Party or Respondent Party, dies, or is or
becomes unable to act, a replacement arbitra-
tor shall be appointed by the original appoint-
ing Party. If the original appointing Party does
not appoint a replacement arbitrator within a
reasonable time, the other Party to the arbitra-
tion shall have the right to apply to the
Arbitration Institute of the Stockholm Chamber
of Commerce for it to appoint the replacement
arbitrator. In the event that the third arbitrator
dies or is or becomes unable to act, a replace-
ment arbitrator shall, in the absence of agree-
ment by the two party appointed arbitrators, be
appointed by the Arbitration Institute of the
Stockholm Chamber of Commerce.

Section 17.5. The Parties hereby undertake, in
relation to arbitration proceedings commenced
under Section 17.3. of this Agreement to carry
out any award of the Tribunal without delay
and to waive their right to any form of appeal
on any question of fact or law insofar as such
waiver may be validly made. The Parties agree
that awards issued in respect of an arbitration
commenced under Section 17.3. are final and
binding on the Parties as from the date they are
made, provided always that any award of the
Tribunal may if necessary be enforced by any
court or other competant authority. The Parties
shall continue to perform their obligations
under this Agreement notwithstanding any
Dispute which may be outstanding between
them.

Section 17.6. Each of the Parties consents gen-
erally to the giving of any relief or the issue of
any process in connection with proceedings
against it. Each of the Parties hereby irrevoca-
bly waives, to the fullest extent permitted by
the law of any jurisdiction in which proceed-
ings may be taken or any judgement or arbitral
award enforced, with respect to itself and its
revenues and assets (irrespective of their use or
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eda axtladrar notkunar), allri fridhelgi 4 grund-
velli fullveldis eda 4 60rum svipudum grundvelli
ad bvi er vardar
i.  birtingu stefnu eda réttarheimildar eda
annarra skjala er varda malshofoun og
hvers kyns fridhelgi fra 16gsogu, mals-
s6kn eda domsuppkvadningu;
ii. 16gségu einhvers domstdls par sem
leitad er fullnustu;
iii. lausn med 16gbanni, skipun um efndir
in natura, eda endurheimt eigna;

iv. loghaldi 4 eignum; og

v. framkvemd eda fullnustu hvers kyns
doms eda gerdardomsdrskurdar sem
hann, tekjur hans eda eignir gatu ann-
ars purft ad bpola.

Sérhver adili sampykkir Gafturkallanlega, ad
bvi marki sem hann getur svo framkvaemanlegt
sé, a0 hann muni ekki krefjast slikrar fridhelgi.

18. gr.
Oviérébanleg ofl.

18.1 1 samningi pessum eru évidradanleg ofl
skilgreind bannig ad pau taki til 6fridar (hvort
sem um stridsyfirlysingu er ad reda eda ekki),
styrjaldaradgerda, hersetu, byltinga, uppreisna,
borgarastyrjalda, 6eirda, upppota, fjéldaupp-
nams, mug®singa, sjéransadgerda, skemmdar-
verka, geislavirkni, farsétta, sprenginga, elds-
voda, jarOskjélfta, eldgosa, storma, flodbylgja,
fl60a, mikillar isingar, purrka, eldinga, séttkvia,
flutningsbanna, almennrar stodvunar 4 flutn-
ingum eda siglingum eda hvers kyns amoéta
atvika, sem ekki er unnt ad koma i veg fyrir eda
hafa stjérn & med edlilegum radum af halfu pess
adila sem fyrir verdur, og i pessu tilliti skulu
Ovidrddanleg Ofl einnig taka til allsherjarverk-
falla, stadbundinna verkfalla, viéskiptapanna,
verkbanna eda 4moéta vinnutruflana 4 Islandi
sem adili s4, er fyrir sliku verdur, hefdi ekki
getad komid i veg fyrir eda haft stjorn & pott
hann hefdi beitt 6llum edlilegum radum, sem
honum voru tiltek, en eingéngu um pann tima,
sem adilanum var Okleift ad binda enda 4
astandid med 6llum raunhefum rddum sem hon-
um voru tiltek.

18.2 Eigi skal misbrestur eda adgerdarleysi af
halfu adilanna um ad efna nokkra skuldbindingu
sina samkvamt pessum samningi teljast vanefnd
4 slikri skuldbindingu, ef og ad pvi leyti, sem
slikur misbrestur eda adgerdarleysi er af voldum
dvidradanlegra afla.
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intended use), all immunity on the grounds of
sovereignty or other similar grounds from;

(1) service of process or other documents
relating to proceedings and any im-
munity from jurisdiction, suit or
judgement;

(i) jurisdiction of any Courts in which
enforcement is sought;

(iii) relief by way of injunction, order for
specific performance or for recovery
of property;

(iv) attachment of its assets; and

(v) execution or enforcement of any
judgement or arbitral award to which
it or its revenues or assets might oth-
erwise be subjected.

Each Party hereby irrevocably agrees, to the
fullest extent it may effectively do so, that it
will not claim any such immunity.

Article 18
Force Majeure.

Section 18.1. For the purposes of this Agree-
ment, Force Majeure is hereby defined to mean
hostilities (whether or not a state of war is
declared), warlike operations, military occupa-
tion, revolution, insurrection, civil war, riot,
rebellion, civil commotion, mob violence, acts
of piracy, acts of sabotage, radioactivity,
plague, explosion, fire, earthquake, volcanic
eruption, windstorm, tidal wave, flood, severe
icing conditions, drought, lightning, quarantine,
embargo, general suspension of transportation
or navigation, or any similar event which may
not reasonably be prevented or controlled by
the affected Party, and for said purposes Force
Majeure shall also include general strikes, local
strikes, boycotts, lock-outs or similar labour
disturbances in Iceland which the Party affect-
ed could not, by taking all reasonable measures
available to it, have prevented or controlled, but
only for such period as such Party shall remain
unable to effect a termination thereof by taking
all reasonable measures available to it.

Section 18.2. No failure or omission by the
Parties to perform any of their obligations pur-
suant to this Agreement shall be considered a
default in the performance of such obligations
if and insofar as any such failure or omission
is caused by Force Majeure.
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18.3 Sa adili sem bera vill fyrir sig 6vidradan-
leg 6fl samkv@mt pessari grein skal hafa s6nn-
unarbyrdi um tilvist slikra évidradanlegra afla.
Misbrestur eda adgerdarleysi skal, ad pvi er
bessa grein vardar, pvi adeins teljast vera af
voldum 6vidrddanlegra afla ad sa adili, sem hlut
4 ad slikum misbresti eda adgerdarleysi, sanni
a0 (a) misbrestur hans eda adgerdarleysi sé bein
afleiding af 6vidradanlegum 6flum eins og pau
eru skilgreind i 1. mgr. 18. gr. hér ad framan,
og (b) ad hann hafi synt hzfilega adgaslu og
gripid til allra annarra rdda, sem edlileg mega
teljast, til a0 fordast slikan misbrest eda ad-
gerdarleysi.

18.4 Sérhver adili skal tafarlaust tilkynna hin-
um adilunum um Ovidradanleg o6fl, sem valda
misbresti eda adgerdarleysi um ad efna eigin
skuldbindingar hans samkva&mt samningi pess-
um. Jafnframt skal sd adili gera allar raunhafar
radstafanir til a0 minnka &hrif af misbresti eda
aogerdarleysi ad efna eigin skuldbindingar ad
fullu. Sa adili sem ber fyrir sig dvidrddanleg 6fl
skal tilkynna hinum adilanum begar vidkomandi
adstedum af voldum Ovidradanlegra afla er
lokid og gera allar raunh@far radstafanir, sem i
hans valdi standa, til a0 hefjast handa um ad
efna ad nyju skuldbindingar sinar samkvamt
samningi pessum med sem minnstum mogu-
legum to6fum.

18.5 Gildistimi samnings pessa skal framlengj-
ast um timabil er jafngildir peim tima sem ao-
stedur af voldum 6vidrddanlegra afla stodu yfir.

19. gr.
Samningstimi.
19.1 6., 7, 8., 9, 10, 11, 12., 13. og 14. gr.
samnings bessa skulu, frd peim degi sem raf-
magnssamningurinn 60last gildi, teljast hafa
tekio gildi afturvirkt fra peim degi sem Nordur-
al hf. var skrdd. Onnur dkv&di bessa samnings
skulu taka gildi pann dag sem rafmagnssamn-
ingurinn tekur gildi.

19.2 Samningur pessi skal, ef hann tekur gildi,
haldast i gildi fr4 peim tima til 31. oktéber 2018
(»upphaflegur gildisstimi*‘), sbr. p6 5. mgr. 18.
gr., og skal hann pa falla ur gildi 4n uppsagnar.
Innan 17 4ra fra undirritunardegi skulu adilar p6
hafa lokid vidredum vardandi framlengingu
samnings pessa um eigi minna en tiu (10) 4ra
skeid frd ofangreindum lokadegi hans med
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Section 18.3. The Party alleging the existence
of Force Majeure for the purposes of this
Article shall have the burden of establishing the
existence of such Force Majeure. A failure or
omission shall for the purposes of this Article
be considered to have been caused by Force
Majeure only if the Party so failing or omitting
to perform can establish (a) that the failure or
omission is the direct result of Force Majeure
as defined in Section 18.1. above, and (b) that
it has exercised due care and has taken all rea-
sonable alternative measures to avoid such fail-
ure or omission.

Section 18.4. Each Party shall promptly give
notice to the other Parties of Force Majeure
causing any failure or omission in the perfor-
mance of its own obligations under this
Agreement. Such Party also shall make all rea-
sonable efforts to mitigate the effect of its fail-
ure or omission to perform in full. The Party
claiming Force Majeure shall give notice to the
other Party of the cessation of the relevant
event of Force Majeure and shall, take all rea-
sonable steps within its power to resume with
the least possible delay the performance of its
obligations under this Agreement.

Section 18.5. The term of this Agreement shall
be extended by a period of time equal to the
duration of the event of Force Majeure.

Article 19
Contract Period.

Section 19.1. Articles 6, 7, 8,9, 10, 11, 12, 13
and 14 of this Agreement shall, on the date on
which the Power Contract becomes effective,
be deemed retroactively to have become effec-
tive on the date of incorporation of Nordural
hf. The remaining provisions of this Agreement
shall become effective on the date on which the
Power Contract becomes effective.

Section 19.2. Subject to Section 18.5. this
Agreement shall, if it becomes effective, re-
main in force thereafter until October 31, 2018
(“the Initial Term™), and shall then expire with-
out notice. However, within 17 years after the
date of signature the Parties shall have con-
cluded discussions regarding an extension of
this Agreement for a period of not less than 10
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skilmalum sem adilar geta sameiginlega fellt sig
vio.

19.3 Verdi rafmagnssamningurinn af einhverj-
um astedum felldur dr gildi 40ur en upphaflegur
gildistimi hans rennur ut, skal Nordural hf. eiga
pess kost hvenar sem er ad segja samningi pess-
um upp med skriflegri tilkynningu til hinna adil-
anna um uppsognina.

20. gr.
Gildir textar.
20.1 Opinber tungumdl samnings pessa skulu
vera islenska og enska og skulu bzdi jafngild.
Ef 6samremi eda misremi reynist milli hins
islenska og enska texta skal tekid mid af pvi ad
samningavior@dur féru fram 4 ensku.

21. gr.
Framsal.
21.1 Réttindi og skyldur samkvemt samningi
pessum skal enginn adili geta framselt, afsalad
eda falid 60rum 4n sampykkis hinna adilanna,
sbr. p6 2. mgr. 21. gr. Eigi skal synjad um slikt
sampykki eda draga pad ad astzdulausu.

21.2 Pratt fyrir 1. mgr. 21. gr. er félaginu heim-
ilt ad framselja réttindi og skyldur samkvamt
samningi bessum, dn sampykkis rikisstjérnar-
innar, til fjarmélastofnana sem tryggingu fyrir
hvers kyns fjarmognun er tengist verkefninu. Ao
askildu pvi ad beinn samningur verdi gerdur
milli rikisstjérnarinnar og vidkomandi fjarmala-
stofnana, skal rikisstjornin, hafi verid gengid ad
tryggingunni, sampykkja framsal réttinda og
skyldna samkva&mt samningi pessum til sérhvers
adila sem eignast hlut félagsins i bredslunni.

22. gr.
Breytingar og endurskodun.
22.1 Samningi pessum ma adeins breyta med
vidaukasamningi sem adilar gera med sér skrif-
lega.

22.2 Vid gerd samnings pessa vidurkenna adil-
ar a0 ekki sé raunhaft ad hyggjast setja fram
akvaoi um hvernig bregdast skuli vid ollu pvi
sem upp getur komid 4 gildistima hans. Lysa
adilar yfir peim 4setningi sinum ad samningnum
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years following its above date of expiration, on
mutually agreeable terms.

Section 19.3. If the Power Contract is termi-
nated before the expiry of the Initial Term for
any reason, Nordural hf. shall have the option
at any time to terminate this Agreement by giv-
ing the other Parties written notice of such ter-
mination.

Article 20
Official Texts.

Section 20.1. The official languages of this
Agreement shall be Icelandic and English, each
of which shall be equally authentic. In case of
any inconsistency or conflict between the Ice-
landic and English texts, account shall be taken
of the fact that the Agreements were negotiat-
ed in the English language.

Article 21
Assignment.
Section 21.1. Subject to Section 21.2. the
rights and obligations under this Agreement
shall not be assigned, transfered or delegated
by any Party without the consent of the other
Parties. Such consent shall not be unreasonably
withheld or delayed.

Section 21.2. Notwithstanding Section 21.1.
the rights and obligations under this Agreement
may be assigned by the Company, without the
Governments consent, to financial institutions
as security for any financing relating to the
Project. Subject to a direct agreement being
entered into between the Government and
respective financial institutions, upon enforce-
ment of the security, the Government shall con-
sent to the transfer of the Company’s rights and
obligations under this Agreement to any person
who acquires the Company’s interest in the
Smelter.

Article 22
Amendments and Review.
Section 22.1. This Agreement may be amend-
ed solely by a supplemental agreement duly
entered into in writing between the Parties.

Section 22.2. In entering into this Agreement
the Parties recognize that it is impractical to
make provisions for every contingency which
may arise during the course of this Agreement.
The Parties declare it to be their intention that
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verdi beitt med sanngirni i skiptum beirra og an
bess ad hagsmunir annars hvors beirra bidi tjon
af, pegar tekio er tilllit til pess hvernig skipt er
pvi hagredi og peirri dhattu sem af honum
leidir. Fari p6 svo ad atburdir verdi, par 4 medal
a0 grundvallarbreytingar verdi innan 4alidn-
adarins, sem adilar hofou ekki stjorn &, hofou
ekki leitt hugann ad og ekki var réttilega unnt
a0 xtlast til a0 sédir yrdu fyrir, og peir raski
jafnvaegi samnings bessa 1 grundvallaratridum
og valdi par med 6sanngirni hvad snertir skipt-
ingu hagredis og dh@ttu milli adila, munu adil-
ar eiga med sér vidredur i g6dri trd og leita eftir
megni samkomulags um breytingu 4 samningi
pessum til ad upprata orsok eda orsakir slikrar
6sanngirni. Fari svo ad adilar verdi ekki dsattir
um ad 6sanngirni sé til ad dreifa, eda um orsakir
hennar eda afleidingar, getur hvor beirra um sig
lagt pa deilu 1 gerd eins og kvedid er 4 um 1 3.
mgr. 17. gr samnings pessa. Adilar skulu i gédri
trd leitast vid ad nd samkomulagi 1 1jdsi
nidurstddu gerdardomsins. Geti peir ekki komid
sér saman um slika breytingu getur hvor um sig
visad deilunni i gerd eins og kvedid er 4 um i
3. mgr. 17. gr. samnings pessa.

22.3 Pratt fyrir framangreint, getur enginn adili
borid fyrir sig akvedi 2. mgr. 22. gr. fyrir 1. jali
2008, né heldur oftar en einu (1) sinni 4 samn-
ingstimanum. Breytingar 4 samningi pessum,
sem gerdardomur skv. 3. mgr. 17. gr. melir fyrir
um, skulu ekki taka mid af efnahagslegum ahrif-
um 4 bann adila sem 1 hlut a fyrir 1. jali 2008.

22.4 Adilar hafa samid um og sampykkt dkvadi
pessarar 22. greinar i fullri vitneskju peirra um
akvaeoi 36. gr. laga nr. 7/1936 um samningagero,
umbod og ogilda 16ggerninga, med &dorénum
breytingum skv. 16gum nr. 11/1986 og 16gum nr
14/1995. Akvadi pessarar greinar skulu koma i
stad0 dkvaeoda 36. gr. nefndra laga.

23. gr.
Tilkynningar.
23.1 Hvers kyns tilkynningar, sem askildar eru
eda heimiladar samkve&mt samningi pessum,
skulu sendar bréfleidis eda med bréfsima og
stadfestar skriflega og teljast gildar og fullnegj-
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this Agreement shall be operated between them
with fairness and without detriment to the inter-
ests of either of them, taking into account the
allocation of benefits and risks ensuing from it.
Should however the occurrence of events in-
cluding but not limited to, fundamental changes
in the aluminium industry, beyond the control
of the Parties, not contemplated and not rea-
sonably foreseeable by the Parties, fundamen-
tally alter the equilibrium of this Agreement,
thereby causing unfairness in the allocation of
benefits and risks between the Parties, the
Parties will meet and in good faith negotiate
and use their best endeavours to agree upon an
amendment to this Agreement to remove the
cause or causes of such unfaimess. In the event
that the Parties are unable to agree as to the
existence of such unfairness or as to the caus-
es or effects thereof, such dispute may be
referred by either Party to arbitration as pro-
vided in Section 17.3. of this Agreement. The
Parties shall attempt in good faith to reach
agreement in the light of the findings of the tri-
bunal. In the event that they are unable to agree
on such an amendment, either of them may
refer the dispute to arbitration as provided in
Section 17.3.

Section 22.3. Notwithstanding the foregoing,
no Party may invoke the provisions of Section
22.2. prior to July 1, 2008 or more than one
(1) time during the term of this Agreement.
Any amendments to this agreement imple-
mented by arbitration under Section 17.3. shall
not take into account the economic effects on
the Party concerned occurring prior to July 1,
2008.

Section 22.4. The provisions of this Article 22
have been negotiated and agreed in full knowl-
edge by all Parties of the provisions of Article
36 of Act No. 7/1936 on Contracts, as amend-
ed by Act No. 11/1986 and Act No. 14/1995.
The provisions of this Article 22 shall be in
substitution of the provisions of Article 36 of
said Act.

Article 23

Notices.
Section 23.1. Any notice required or permit-
ted to be given hereunder shall be in writing or
by telefax to be confirmed in writing and shall
be valid and sufficient if dispatched by regis-
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andi ef par eru sendar med abyrgdarflugpésti ad
greiddu burdargjaldi eda med bréfsima og stad-
festar 1 dbyrgdarflugpésti meo eftirfarandi utana-
skrift:

Til rikisstjérnarinnar:

Ionadar- og vidskiptaraduneyti
Arnarhvoli

IS-150 Reykjavik

Iceland

Bréfsimi: 354 562 1289

Til félagsins:
Nordural hf.
Grundartangi
IS-301 Akranes
Iceland
Bréfsimi:

med afriti til:

Columbia Ventures Corporation
1220 Main Street, Suite 200
Vancouver

Washington 98660

United States of America

Bréfsimi: 1 360 693 1735

Til Columbia:

Columbia Ventures Corporation
1220 Main Street, Suite 200
Vancouver

Washington 98660

United States of America

Bréfsimi: 1 360 693 1735

eda med annarri utanaskrift og/eda bréfsima-
ndmeri, sem viokomandi adili kann ad tilkynna
hinum adilunum um med peim hetti sem kvedid
er 4 um hér ad framan.

23.2 Peir adilar sem eiga rétt 4 ad fa tilkynn-
ingar, sem askildar eru eda heimiladar sam-
kvemt samningi pessum, geta afsalad sér peim
rétti annad hvort fyrir eda eftir pann dag sem
askilio er eda heimilad ad senda tilkynninguna.

23.3 Tilkynningar samkvamt pessum samningi
skulu teljast hafa verid sendar pegar tiu (10)
dagar eru lidnir fra péstlagningu eda tveir dagar
frd sendingu med bréfsima, enda hafi i tilvikum
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tered air mail, postage prepaid or by telefax to
be confirmed by such registered mail, ad-
dressed as follows:

If to the Government:

Ministry of Industry and Commerce
Arnarhvoli

IS-150 Reykjavik

Iceland

telefax: 354 562 1289

If to the Company:
Nordural hf.

Armila 20

IS-108 Reykjavik
Iceland

telefax: 354 553 6251

With a copy to:

Columbia Ventures Corporation
1220 Main Street, Suite 200
Vancouver

Washington 98660

United States of America

telefax: 1 360 693 1735

If to Columbia:

Columbia Ventures Corporation
1220 Main Street, Suite 200
Vancouver

Washington 98660

United States of America

telefax: 1 360 693 1735

or to such other address and/or telefax number
as the relevant Party may notify to the other
Parties in accordance with the above procedure.

Section 23.2. Notices required or permitted
under this Agreement may be waived, in writ-
ing, by the Party entitled to receive the same
either before or after the date on which notice
is required or permitted to be given.

Section 23.3. Notices given as herein provid-
ed shall be considered to have been given ten
(10) calendar days after the mailing thereof or
two business days after dispatch if sent by tele-
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pegar um simbréf er ad reda 1 raun borist
stadfesting & tilkynningunni med abyrgdarbréfi.

24. gr.
Ymis akvadi.
24.1 Samningur bessi skal undirritadur og af-
hentur i premur eintSkum. Sérhvert eintak telst
frumrit og jafngilt hinum eintokunum.

24.2 Sérhver adili skal athenda hinum adilunum
logfredilegar alitsgerdir 4 pvi formi sem adilar
komast a0 samkomulagi um.

24.3 Rikisstjornin hefur tilkynnt Eftirlitsstofnun
EFTA um skilmdla og skilyrdi patttoku sinnar
(p.m.t. patttoku rikissjods og hafnarsjodsins) i
verkefninu 4 grundvelli verkefnasamninganna.
Samhlida undirritun samnings pessa skal rikis-
stjornin afhenda félaginu og Columbia stadfest-
ingu 4 slikri tilkynningu og sidan tafarlaust upp-
lysa hina adilana um nidurstodu Eftirlitsstofn-
unar EFTA vardandi tikynninguna.

PESSU TIL STADFESTU hefur samningur
bessi verid undirritadur fyrir hond rikisstjérnar-
innar, Columbia og félagsins pann dag er i upp-
hafi greinir, 1 premur eintékum.

Fyrir hond Rikisstjérnar Islands
Finnur Ingdlfsson

idnadarradherra

Fyrir hond Nordurals hf.
Kenneth D. Peterson Jr.

stjornarformadur

Fyrir hénd Columbia Ventures Corporation
Richard A. Roman

forstjori
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fax, provided that in the case of telefax the con-
firmation by registered mail is actually received
thereafter.

Article 24
Miscellaneous Provisions.
Section 24.1. This Agreement shall be signed
and delivered by the Parties in three copies.
Each such copy shall constitute an authentic
original of equal validity with each of the other
copies.

Section 24.2. Each Party shall deliver to the
other Party legal opinions in the form the
Parties mutually agree on.

Section 24.3. The Government has notified
the EFTA Surveillance Authority of the terms
and conditions of its involvement (including the
involvement of the Treasury and the Harbour
Fund) in the Project through the Project
Agreements. The Government shall concurrent-
ly with the signing of this Agreement provide
a copy of such notification to the Company and
Columbia and shall promptly inform the other
Parties of the decision of the EFTA Surveil-
lance Authority concerning its notification.

IN WITNESS WHEREOF, this Agreement has
been signed on behalf of the Government,
Columbia and the Company as of the date first
above written, in three copies.

For the Government of Iceland:
By Finnur Ingélfsson

Minister of Industry

For Nordural hf.:
By Kenneth D. Peterson Jr.

Chairman of the Board

For Columbia Ventures Cororation:
By Richard A. Roman

Senior Vice President and
Chief Financial Officier
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1.

VIDAUKI A
Sundurlidun a varanlegum rekstrarfjar-
munum og fyrningartafla

Varanlegir rekstrarfjairmunir, sem Columbia
Ventures Corporation (Nordic Aluminium
Corporation) hefur eignast i tengslum vid
byggingu albr@dslunnar skulu teljast bygg-
ingar og vélar og bunadur.

Adilar ad fjarfestingarsamningnum hafa
komid sér saman um eftirfarandi fostu hlut-
foll fyrir sérhvern flokk varanlegra rekstrar-
fjormuna til nota sem fymingargrunn vid
alagningu skatta:

Byggingar 21% af heildarbyggingar-

kostnadi
Vélar 7% af heildarbyggingar-
kostnadi
Btnadur 72% af heildarbyggingar-
kostnadi
2. Innan sérhvers flokks framangreindra varan-
legra rekstrarfjirmuna skulu eftirfarandi
fyrningarhlutfoll gilda samkvemt 38. gr.
laga nr. 75/1981, med dordnum breytingum:
Varanlegir  Hlutfall af Skv. 1. mgr.
rekstrar- byggingar-  Fymingarhlutfall ~ 38. gr. laga,
fjarmunir kostnadi ~ Lagmark Héamark 1id nr.:
Byggingar
Stjérnar- og
starfsmanna-
adstada 3% 1% 3% S.a
Adstada
eiganda 1% 7,5% 10% 5d
Adrar
byggingar 17% 3% 6% 5.b
Vélar
Vélbtnadur 1% 5% 15% 3
Rafmagns-
binadur 6% 10% 20% 4b
Biinadur
Okutzki 2% 10%  20% 4.b
Annar
binadur 70% 5% 15% 3
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ANNEX A
Breakdown of Smelter fixed assets and
depreciation schedule.

1. Fixed assets acquired by Nordurél hf. relat-
ing to the erection of the Smelter will con-
sist of buildings and machinery and equip-
ment.

As a base for depreciation for tax purposes

the parties of the Investment Agreement

have agreed upon the following fixed pro-

portions for each category of fixed assets:

Buildings....... 21 % of total construction
costs

Machinery 7 % of total construction
costs

Equipment 72 % of total construction
costs

2. Within each category of the above men-
tioned fixed assets the following deprecia-
tion rates will apply according to Article 38
of Act. No. 75/1981 as amended:

Acc. to
Percentage of Depreciation Art. 38
constr. costs rates paragraph 1

Fixed assets Min. Max.  subpara-

graph No:

Buildings

Administration and

Personell

facilities 3% 1% 3% S.a

Owners

camp 1% 75% 10% 5d

Other

buildings 17% 3% 6% 5.b

Machinery

Mechanical

installation 1% 5%  15% 3

Electrical

installation 6% 10%  20% 4b

Equipment

Mobile equipment 2% 10%  20% 4.b

Other

equipment 70% 5% 15% 3



