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3. jali 2003

AUGLYSING

um fjarfestingarsamning milli rikisstjornar Islands og Alcoa Inc. og Fjardails sf.
og Alcoa a Islandi ehf. og Reydarals ehf.

Hinn 15. mars 2003 var undirritadur fjarfestingarsamningur milli rikisstjérnar Islands og Alcoa
Inc. og Fjardails sf. og Alcoa 4 Islandi ehf. og Reydarals ehf., um alverksmidju i Reydarfirdi.

Samkvamt 3. mgr. 1. gr. laga nr. 12/2003 um heimild til samninga um 4dlverksmidju { Reydarfirdi
og 16. gr. framangreinds fjarfestingarsamnings skal samningurinn birtur { B-deild Stjérnartidinda 4
islensku og ensku og er hann fylgiskjal med auglysingu pessari.

Vidskiptaraduneytinu, 3. jili 2003.

Valgerdur Sverrisdottir.

Fylgiskjal.

FJARFESTINGARSAMNINGUR
milli rikisstjornar Islands og Alcoa Inc. og
Fjardaals sf. og Alcoa a Islandi ehf.
og Reydarals ehf.

FJARFESTINGARSAMNINGUR gerdur hinn
15. dag marsménadar 2003

milli
RIKISSTJORNAR [SLANDS (hér eftir nefnd

,.rikisstjornin‘), sem idnadarradherra kemur fram
fyrir, { fyrsta lagi,

0g

ALCOA INC. (hér eftir nefnt ,,Alcoa”), sem er
fyrirteki stofnad og starfrekt samkvaemt 16gum
Pennsylvaniurikis i Bandarikjum Nordur-Amer-
iku, og hefur hofudstodvar sinar { Pittsburg,
Pennsylvaniu, Bandarikjum Nordur-Ameriku, {
00ru lagi,

0g

FJARDAALS SF., sem er sameignarfélag stofn-
ad samkvamt islenskum 16gum og hefur hofud-

stodvar { sveitarfélaginu Fjardabyggd, Islandi,
pridja lagi,

Kristjan Skarphédinsson.

INVESTMENT AGREEMENT
among The Government of Iceland and
Alcoa Inc. and Fjardaal sf. and Alcoa a

Islandi ehf. and Reydaral ehf.

INVESTMENT AGREEMENT made as of the
15" day of March 2003

among

THE GOVERNMENT OF ICELAND (here-
inafter referred to as the “Government”), repre-
sented by its Minister of Industry of the First
Part,

and

ALCOA INC. (hereinafter referred to as
“Alcoa”), a company organized and operated
under the laws of the Commonwealth of
Pennsylvania, USA, and having its principal
location in Pittsburgh, Pennsylvania, USA, of the
Second Part,

and
FJARDAAL SF,, a partnership formed under the
laws of Iceland and having its principal location

in the Township of FjarSabyggd, Iceland, of the
Third Part,
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0og

ALCOA A ISLANDI EHE,, sem er einkahlutafé-
lag stofnad og skrd® skv. islenskum logum og
hefur hofudstodvar 4 Islandi, { fjérda lagi,

og

REYDARALS EHF., sem er einkahlutafélag
stofnad og skrdd skv. islenskum 16gum og hefur
hofudstodvar 4 Islandi, 1 fimmta lagi.

MED PVI AD i sérstoku skjali, undir yfirskrift-
inni ,,viljayfirlysing®, sem undirritad var og dag-
sett 19. jali 2002 settu rikisstjornin, Landsvirkj-
un (svo sem hiun er skilgreind hér 4 eftir) og
Alcoa fram grundvallarsamkomulag sitt um mat
og hugsanlega framkvamd idnadarverkefnis sem
felst { byggingu dlvers 4 Austurlandi;

MED PVI AD rikisstj6rnin hefur dhuga 4 ad
greida fyrir stofnun verksmidjunnar (svo sem
hin er skilgreind hér 4 eftir) og nyta pannig
vatns- og jardvarmaorku landsins og auka med
pvi fjolbreytni { efnahagslifi pjédarinnar;

MED PVI AD Alcoa 4 Islandi ehf. og Reydaral
ehf. eru doétturfélog sem alfarid eru i eigu Alcoa
(svo sem pad er skilgreint hér 4 eftir) og eru hvort
um sig skrad og starfraekt 4 fslandi i peim tilgangi
a0 eiga og fjarmagna sameignarfélagid Fjardadl
sf. sem er ad niutiu og niu hundradshlutum (99%)
i eigu Alcoa 4 Islandi ehf. og einum hundrads-
hluta (1%) 1 eigu Reydaréls ehf.;

MED PVI AP Fjardail sf. var stofnad af Alcoa
4 Islandi ehf. og Reydarali ehf. { peim tilgangi ad
préa, byggja og reka { Reydarfirdi { Fjardabyggd
4 Islandi, dlverksmidju med arlega framleidslu-
getu allt ad 322.000 tonnum af vorum ur hraéli
samkvaemt skilmdlum og skilyrdum sem m.a. eru
sett fram { verkefnissamningunum (svo sem pad
hugtak er skilgreint hér 4 eftir) og halda uppi
slikri framleidslu og tengdri starfsemi med pad
fyrir augum ad hefja framleidslu 4rid 2007,

MED PVI AP Alcoa hefur tekid patt { samninga-
vidredum um samning pennan fyrir hond Fjarda-
als sf., Alcoa 4 Islandi ehf. og Reydarls ehf., og
undirritar samning pennan til vidurkenningar og
stadfestingar 4 skyldum bessara adila samkvaemt
samningnum;

MED PVI AD Alpingi (svo sem pad er skilgreint

3. juli 2003

and

ALCOA A ISLANDI EHF, a private limited
company, established and registered under the
laws of Iceland and having its principal location
in Iceland, of the Fourth Part,

and

REYDARAL EHF, a private limited company,
established and registered under the laws of
Iceland and having its principal location in
Iceland, of the Fifth Part.

WHEREAS in a separate document called
Memorandum Of Understanding, signed and
dated July 19, 2002, the Government, Lands-
virkjun (as hereinafter defined) and Alcoa set
forth their basic understanding regarding the
evaluation and potential implementation of an
industrial project involving the development of
an aluminum reduction plant in eastern Iceland;

WHEREAS the Government is interested in
facilitating the establishment of the Plant (as
hereinafter defined) and thus making use of the
hydroelectric and geothermal energy resources of
the country and contributing to the diversifica-
tion in the national economys;

WHEREAS Alcoa 4 Islandi ehf. and Reydaril
ehf. are wholly-owned subsidiaries of Alcoa,
each operating and registered in Iceland for the
purpose of owning and financing the partnership
company Fjardaal sf., with Alcoa 4 Islandi ehf.
owning ninety-nine percent (99%) of Fjardaal sf.
and Reydardl hf. owning one percent (1%) of
Fjardadl sf.;

WHEREAS Fjardaal sf. was established by
Alcoa 4 Islandi ehf. and Reydaral ehf. for the
purpose of developing, constructing and operat-
ing an aluminum plant in Reydarfjordur in the
Township of Fjardabyggd, Iceland, with an annu-
al production capacity of up to 322,000 metric
tonnes of primary aluminum products in accor-
dance with the terms and conditions of, inter alia,
the Project Agreements (as hereinafter defined)
and carrying on such production and related busi-
ness, with the aim to commence production in
2007,

WHEREAS Alcoa has participated in the negoti-
ation of this Agreement on behalf of Fjardadl sf.,
Alcoa 4 Islandi ehf. and Rey0aral ehf., and is
executing this Agreement to acknowledge and
affirm the obligations of those entities undertak-
en hereunder;

WHEREAS by the Enabling Act (as hereinafter
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hér 4 eftir) hefur med heimildarlogunum (svo
sem bau eru skilgreind hér 4 eftir) heimilad stofn-
un verksmidjunnar, sett tilteknar reglur og veitt
Fjardadli sf. og sameigendum bess (svo sem peir
eru skilgreindir hér 4 eftir) tilteknar undanpdgur
vardandi skipulag og starfsemi verksmidjunnar
og heimilad rikisstjorninni ad gera samning
pennan par sem nénar er kvedid 4 um frekari skil-
mala slikrar stofnunar og frekari skilyrdi og und-
anpdgur er vid eiga um byggingu og starfraekslu
slikrar verksmidju;

MED PVI AP Landsvirkjun (svo sem hin er
skilgreind hér 4 eftir) er reidubdin til ad lata { té
pad rafmagn sem naudsynlegt er til pess ad starf-
rekja verksmidjuna og naudsynlegan bunad vid
hofnina (svo sem hin er skilgreind hér & eftir);

MED PVI AD rikissj6dur (svo sem hann er skil-

greindur hér 4 eftir) hefur 1atid { t€ 168 undir
verksmidjuna;

MED PVI AP hafnarsjédur (svo sem hann er
skilgreindur hér 4 eftir) er reidubuinn ad tryggja
Fjardadli sf. naudsynlegan adgang ad hofn og
hafnarmannvirkjum { Reydarfirdi.

SAMPYKKIJA PVI rikisstjérnin, Alcoa, Fjardail
sf., Alcoa 4 Islandi ehf. og Reydaril ehf. (hér eft-
ir hvert um sig nefnt ,,adili“, en sameiginlega
,,adilar) hér med ad formdli samnings pessa sé
6adskiljanlegur hluti hans og gera ennfremur
med sér eftirfarandi samning:

1. gr.
Skilgreiningar og tidlkun.
1.1. Alls stadar par sem pau koma fyrir { samn-
ingi pessum, skulu eftirfarandi heiti hafa pa
merkingu sem tilgreind er hér 4 eftir:

a) ,,Alcoa* merkir Alcoa Inc., fyrirteki {
Pennsylvanfuriki i Bandarikjum Nord-
ur-Ameriku.

b) ,.Fyrirteki { eignartengslum vid Alcoa“
merkir sérhvern adila sem lytur, beint
eda obeint, yfirradum Alcoa og skradur
er { riki innan OECD, p.m.t. sameig-
endurna. f samningi pessum merkir ,,yf-
irrdd* yfir adila eignaradild ad meira en
50% af utistandandi hlutafé (68rum
hlutabréfum en eigin hlutabréfum fé-
lagsins) eda samberilega hlutdeild sem
veitir atkvadisrétt hja vidkomandi ad-
ila eda adra moguleika til ad styra
rekstri sliks adila.
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defined), the Alpingi (as hereinafter defined) has
authorized the establishment of the Plant, laid
down certain rules and granted Fjardadl sf. and
its Partners (as hereinafter defined) certain
exceptions in respect of the organization and
activities of the Plant and has authorized the
Government to enter into this Agreement provid-
ing for the further terms of such establishment
and the further conditions and exceptions appli-
cable to the construction and operation of such a
plant;

WHEREAS Landsvirkjun (as hereinafter
defined) is prepared to supply the power neces-
sary for the operation of the Plant and necessary
installations at the Harbour (as hereinafter
defined);

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

WHEREAS the Harbour Fund (as hereinafter
defined) is prepared to secure to Fjardaal sf. nec-
essary access to a harbour and port facilities in
Reydarfjordur.

NOW THEREFORE the Government, Alcoa,
Fjardadl sf., Alcoa 4 Islandi ehf. and Reydaral
ehf. (hereinafter referred to individually as
“Party” and collectively as the “Parties”) hereby
agree that the preamble to this Agreement shall
form an integral part of the Agreement and fur-
ther agree as follows:

Article 1
Definitions and Interpretation
Section 1.1. Wherever the same shall appear on
this Agreement, the following terms shall
have the respective meanings indicated
below;
a) “Alcoa” shall mean Alcoa Inc., a
Pennsylvania, USA corporation.

b) “Alcoa Affiliate” shall mean any entity
controlled, directly or indirectly, by
Alcoa and incorporated in an OECD
country, including the Partners. For the
purposes of this Agreement, “control”
of an entity means ownership of more
than 50% of the outstanding shares or
equivalent interest entitled to vote in
such entity, or otherwise having the
ability to direct the operations of such
entity.
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¢)

d)

e)

2

h)

)

i)

k)

)

m)

n)

0)

,Alpingi“ merkir 16ggjafarsamkomu
lydveldisins Islands.

,»Bankar“ merkir pa fjarmélastofn-
un/per fjarmélastofnanir sem ttvega
fjarmagn til verkefnisins, ef um par er
ad reda.

,,Heimildarlogin“ merkir 16g fra Al-
bingi nr. 12/2003, sem visad er til { for-
madla samningsins.

Starfsleyfi“ merkir leyfi sem Fjardadli
sf. verdur veitt samkvemt 16gum er
gilda um umhverfiseftirlit ad pvi er
vardar starfrekslu verksmidjunnar og
mannvirkja Fjardadls sf. vid hofnina og
hvers kyns endurnyjun eda framleng-
ingu pess.

,.Rikisstjérnin® merkir  rikisstjorn
lydveldisins Islands dsamt 6llum radu-
neytum hennar og stofnunum.
,,Hofnin* merkir hofnina og tilheyrandi
mannvirki, sem liggja ad verksmidjunni
ad Mjoeyri og starfraekt eru af hafnar-
$jOOI.

,,Hafnarsamningurinn“ merkir samn-
inginn milli Hafnarsj6ds Fjardabyggdar
og Fjardadls sf. par sem tryggdur er ad-
gangur hins sidarnefnda ad hofninni.
,.Hafnarsvedid* merkir hofnina og
landsvadid ad Mjoéeyri par sem hafnar-
mannvirkin (svo sem pau eru skilgreind
i hafnarsamningnum) verda stadsett,
svo sem ndnar er skilgreint i hafnar-
samningnum og merkt inn 4 16darkort-
i0.

,,Hafnarsjodur merkir sjilfstedan op-
inberan sj60 sem starfar i Fjardabyggd
og er i eigu sveitarfélagsins Fjarda-
byggdar.

,.Upphaflegur gildistimi hefur p4 merk-
ingu sem fram kemur { 2. mgr. 20 gr.
[20. gr.] samnings pessa.
JFjarfestingarsamningurinn® eda ,,samn-
ingurinn“ merkir samning pennan.
,.Landsvirkjun® merkir Landsvirkjun,
sem er sjalfstett fyrirteki stofnad og
starfrekt samkvaemt 16gum fra Alpingi
nr. 42/1983 med hofudstodvar { Reykja-
vik 4 Islandi.

Sameigendurnir merkir Alcoa 4 Is-
landi ehf. og Reydardl ehf., svo og 6ll
fyrirteki { eignartengslum vid Alcoa

9

d)

e)

g

h)

)

)

k)

)

=

m

n)

0)
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“Alpingi” shall mean the legislative
body of the Republic of Iceland.
“Banks” shall mean the financial insti-
tution(s) providing financing for the
Project, if any.

“Enabling Act” shall mean the Act of
the Alpingi No. 12/2003, to which ref-
erence is made in the Preamble hereto.
“Environmental Operating Licence”
shall mean the licence to be granted to
Fjardadl sf. under the legislation appli-
cable to environmental control in
respect of the operation of the Plant and
Fjardadl sf. facilities at the Harbour and
any renewal or extension thereof.
“Government”  shall mean  the
Government of the Republic of Iceland,
including its ministries and agencies.
“Harbour” shall mean the harbour and
appurtenant facilities adjacent to the
Plant at Mjoéeyri operated by the
Harbour Fund.

“Harbour Agreement” shall mean the
agreement between the Harbour Fund
of Fjardabyggd and Fjardadl sf. secur-
ing its access to the Harbour.
“Harbour Area” shall mean the Harbour
and the area of land at Mjdéeyri on
which the Port Facilities (as defined in
the Harbour Agreement) are to be
located, as more particularly defined in
the Harbour Agreement and outlined on
the Site Map.

“Harbour Fund” shall mean an inde-
pendent public fund operating in
Fjardabyggd and owned by the Town-
ship of Fjardabyggd.

“Initial Term” shall have the meaning
set out in Section 20.2. of this Agree-
ment.

“Investment Agreement” or “Agree-
ment” shall mean this Agreement.
“Landsvirkjun” shall mean The Nat-
ional Power Company, an independent
company organized and operated under
Act of the Alpingi No. 42/1983, whose
principal office is located in the City of
Reykjavik, Iceland.

“Partners” shall mean Alcoa 4 Islandi
ehf. and Rey0ardl ehf., as well as any
Alcoa Affiliate which may subsequent-



Nr. 529

p)

Q

r)

s)

0

)

v)

w

~

sem sidar kunna ad eignast hlutdeildir
peirra, hvors um sig, 1 Fjardaali sf.
,sUmsaminn afhendingardagur raf-
magns®“ merkir 1. oktéber 2007 eda
pann dag annan (a) sem tilgreindur er {
stad peirrar dagsetningar med gagn-
kvemu skriflegu samkomulagi milli
Landsvirkjunar og Fjardadls sf., eda (b)
sem dkvedinn er vegna frestunar sam-
kvemt skylausum dkvadum verkefnis-
samninganna.

,,Verksmidjan* merkir dlverksmidjuna,
malmsteypuna og 61l énnur mannvirki
sem tilheyra verksmidjunni sem @tlun-
in er ad Fjardadl sf. byggi, eigi og reki
i Reydarfirdi i sveitarfélaginu Fjarda-
byggd, { peirri mynd og med peim biin-
adi sem verksmidjan er budin hverju
sinni, med drlegri framleidslugetu allt
ad 322.000 tonnum af hradlsvérum.

»-Rafmagnssamningur* merkir samning-
inn milli Landsvirkjunar og Fjardadls sf.
par sem kvedid er 4 um athendingu raf-
magns til verksmidjunnar og tilheyrandi
mannvirkja 4 hafnarsvedinu.
»Verkefnid“ merkir skipulagningu,
honnun, byggingu, utbinad, toku {
notkun, starfrekslu og vidhald verk-
smidjunnar.

., Verkefnissamningarnir* merkir penn-
an samning, hafnarsamninginn, 16dar-
samninginn og rafmagnssamninginn.

,,L00“ merkir landsvedi ad Mjdeyri
sem samsett er ur landspildum fra
bylunum Sémastadagerdi, SGmast6dum
og Hrauni par sem verksmidjan verdur
stadsett, eins og ndnar er skilgreint og
merkt inn 4 16darkortid, svo og vidbot-
arlandspildu frd bylinu Flateyri, sem
einnig er merkt inn 4 kortid.

,JLodarsamningur merkir samninginn
milli Fjardadls sf. og rikissjods, par sem
kvedid er 4 um 166 undir verksmidjuna.
,,Lodarkort* merkir kort 4samt skyring-
um og 160armorkum, sem fylgir 16dar-
samningnum og synir afstodu verk-
smidjunnar og hafnarinnar 4samt mork-
um l6darinnar og hafnarsvedisins.

p)

Q

r)

s)

t)

w

v)

w)
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ly succeed to their respective interests
in Fjardaal sf.

“Permanent Delivery Date” shall mean
October 1, 2007, or such other date (a)
as specified in lieu thereof by mutual
agreement in writing between Lands-
virkjun and Fjardadl sf., or (b) as estab-
lished by reason of postponement pur-
suant to the express provisions of the
Project Agreements.

“Plant” shall mean the aluminum
reduction plant, casthouse and all other
facilities appurtenant to the plant to be
constructed, owned and operated by
Fjardadl sf. in Reydarfjordur in the
Township of Fjardabyggd, Iceland, as
the same shall be constituted and
equipped at any particular time, having
an annual production capacity of up to
322,000 metric tonnes of primary alu-
minum products.

“Power Contract” shall mean the agree-
ment between Landsvirkjun and
Fjardadl sf. providing for the supply of
power for the Plant and its facilities in
the Harbour Area.

“Project” shall mean the planning,
designing, constructing, equipping,
commissioning, operating and main-
taining of the Plant.

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

“Site” shall mean the area of land in
Mjéeyri consisting of tracts of land
from the farmlands of S6mastadagerdi,
Sémastadir and Hraun on which the
Plant is to be located, as more particu-
larly defined and outlined on the Site
Map, and an additional tract of land sit-
uated in the farmland Flateyri, also out-
lined on the Site Map.

“Site Agreement” shall mean the agree-
ment between Fjardadl sf. and the Trea-
sury providing for a site for the Plant.

“Site Map” shall mean a map together
with explanatory notes and boundary
measurements attached to the Site
Agreement, where the general layout of
the Plant and Harbour as well as the
boundaries of the Site and Harbour
Area is shown.
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1.2.

2.1.

2.2.

2.3.

X) ,.Sveitarfélag® . merkir sveitarfélagid
Fjardabyggd 4 Islandi. )
y) ,,Rikissjodur merkir rikissjéd Islands.

Krefjist samhengi ekki annars, gildir eftir-

farandi { samningi pessum:

a) Fyrirsagnir eru einungis til hagraedis og
hafa ekki ahrif 4 tdlkun samningsins;

b) eintala jafngildir fleirtdlu og 6fugt;

c¢) tilvisun til persénu tekur til fyrirtekis,
sameignarfélags, sjods, sameiginlegs
fyrirtaekis, samtaka, félags eda annarrar
logpersénu og hvers kyns opinbers yf-
irvalds eda stofnunar;

d) tilvisun til greinar, malsgreinar eda vid-
auka er tilvisun til viokomandi greinar,
malsgreinar { samningi pessum eda vid-
auka vi0 hann;

e) tilvisun til skjals tekur til breytinga eda
vidbéta vid skjalid, annars skjals er
kemur { pess stad eda endurnyjunar
skjalsins, en tekur ekki til breytinga eda
vidbéta vid skjalid, annars skjals sem
kemur { pess stad eda endurnyjunar
skjalsins sem gert er { bidga vid samn-
ing pennan; og

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

2. gr.

Uppbygging, tilgangur og undanpagur.

Sameigendurnir hafa stofnad og skrdd
Fjardaal sf. 4 Islandi samkvamt islenskum
16gum og svo sem frekar er kvedid 4 um {
samningi pessum.

Tilgangur Fjardadls sf. skal vera ad fram-
kvema verkefnid { Reydarfirdi til fram-
leidslu 4 hrdali og vorum ur hradli og til ad
hafa med hondum slika framleidslu og
skylda starfsemi { samrami vid sameignar-
félagssamning Fjardadls sf.

Tilgangur sameigendanna skal vera ad eiga
sameignarfélagid Fjardadl sf. Sameigend-
urnir tveir, Alcoa 4 Islandi ehf. og Reydarl
ehf., skulu hafa adsetur og vera skrddir 4
Islandi og mega ekki 4 gildistima samnings
pessa eda framlengingartima hans, starf-
rekja eda taka patt { 6d0rum rekstri eda
starfsemi dn sampykkis rikisstjornarinnar.
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x) “Township” shall mean the Township
of Fjardabyggd, Iceland.

y) “Treasury” shall mean the State
Treasury of Iceland.

Section 1.2. In this Agreement, unless the con-

text otherwise requires:

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

b) the singular includes the plural and vice
versa;

c) a reference to a person includes any
company, partnership, trust, joint ven-
ture, association, 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
replacement or novation of, that docu-
ment but disregarding any amendment,
supplement, replacement or novation
made in breach of this Agreement; and

f) areference to a party to any document
includes that party’s successors and
permitted transferees and assigns.

Article 2
Structure, Purpose and Exemptions

Section 2.1. The Partners have organized and

registered Fjardadl sf. in Iceland in accor-
dance with Icelandic law and as further
stipulated in this Agreement.

Section 2.2. The purpose of Fjardadl sf. shall be

to implement the Project in Reydarfjordur
for the production of primary aluminum
and primary aluminum products and to
carry on such production and related busi-
nesses, all in accordance with the
Partnership agreement of Fjardadl sf.

Section 2.3. The purpose of the Partners shall be

to own the partnership Fjardadl sf. The two
Partners, Alcoa a fslandi ehf. and Reydaral
ehf. shall reside and be registered in
Iceland and may not during the term of this
Agreement or any extension thereof own,
operate or participate in any other business
or activities without the consent of the
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24.

2.5.

2.6.

2.7.

2.8.

2.9.

Pessar takmarkanir skulu koma skyrt fram
i sampykktum félaganna 4 upphaflegum
gildistima samnings pessa eda framleng-
ingartima hans.

Sameigendurnir skulu undanpegnir dkved-
um 2. mgr. 42. gr. laga nr. 138/1994 um
einkahlutafélog par sem pess er krafist ad
meirihluti stjérnarmanna og framkvemda-
stjori hlutafélags hafi heimilisfesti 4 Is-
landi.

Sameigendurnir og Fjardadl sf. skulu und-
anskilin dkvedum 1. gr. laga nr. 19/1966,
um eignarrétt og afnotarétt fasteigna.

Fjardadl sf. skal undanpegid dkvedum laga
nr. 48/1994, um brunatryggingar, eda sidari
dkvedum laga um sameiginlega skyldu-
tryggingu hiseigna, enda kaupi Fjardadl sf.
brunatryggingar svo sem edlilegt er og
venjulegt { dlidnadinum vegna hradlsverk-
smidja. Akvadi laga nr. 55/1992 um vid-
lagatryggingu skulu ekki eiga vid um
Fjardadl sf., enda hafi Fjardadl sf. gildandi
vidlagatryggingu svo sem edlilegt er og
venjulegt 1 4lidnadinum eda { tryggingum
vegna hraalsverksmidja.

Fjardadl sf. skal undanpegid dkvedum 1.
og 4. tolulidar 1. mgr. 14. gr. laga nr.
146/1996 um oryggi raforkuvirkja, neyslu-
veitna og raffanga.

Rikisstjornin mun tryggja ad leyfi verdi
gefin 1t til Fjardadls sf. samkvemt 2.
malsgr. 4. gr. samnings pessa og ad undan-
pagur samkvemt 4. — 7. mélsgr. 2. greinar
verdi gefnar ut, eda formlega veittar, ef
naudsyn krefur, { samraemi vid videigandi
16g. Slik leyfi og undanpagur skulu had
stjornsyslu- og lagakréfum er varda full-
naegingu 4 skilmdlum peirra og er heimilt
ad gripa til afturkollunar eda annarra ad-
gerda verdi brotid gegn skilyrdum peirra
eda bau ekki virt.

Med pvi ad undirrita samning pennan vid-
urkennir Alcoa og stadfestir pd uppbygg-
ingu fyrirteekisins sem lyst er i pessari 2.

gar.

3. jali 2003

Government. These limitations shall be
clearly stated in the by-laws of the two
companies during the Initial Term of this
Agreement or any extension thereof.

Section 2.4. The Partners shall be exempted

from provisions of paragraph 2 of Article
42 of Act No. 138/1994 on Private Limited
Companies requiring that the majority of
Board Members and the Managing Dir-
ector of a limited company shall have res-
idence in Iceland.

Section 2.5. The Partners and Fjardadl sf. shall

be exempted from provisions of Article 1,
of the Act No. 19/1966 on the Right to
Own and Utilise Real Estate.

Section 2.6. Fjardadl sf. shall be exempted from

provisions of Act No. 48/1994 on Fire
Insurance, or subsequent provisions of law
on joint compulsory insurance for build-
ings, provided that Fjardadl sf. secures fire
insurance as is normal and customary in the
aluminum industry on primary aluminum
facilities. The provisions of Act No.
55/1992 on Catastrophe Insurance shall not
apply to Fjardadl sf. provided that Fjardadl
sf. shall maintain catastrophe insurance as
is normal and customary in the aluminum
industry or coverage on primary metal pro-
duction facilities.

Section 2.7. Fjardadl sf. shall be exempted from

provisions of paragraph 1, sub-paragraphs
1 and 4 of Article 14 of Act No. 146/1996
on the Safety of Electrical Installations,
Consumer Apparatus and Electrical Mater-
ials.

Section 2.8. The Government will ensure that

licences will be issued to Fjardadl sf. pur-
suant to Section 4.2. of this Agreement and
the exemptions under Section 2.4., 2.5.,
2.6. and 2.7. shall be issued, or formally
granted, if necessary, in accordance with
the relevant Acts of Law. Such licences and
exemptions shall be subject to administra-
tive and legal requirements regarding com-
pliance with their terms and may be sub-
ject to revocation or other actions in the
event of breach or non-observance.

Section 2.9. Alcoa, by execution of this Agree-

ment, acknowledges and affirms the com-
pany structure described in this Article 2.
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3. gr
Framsal eignarhluta.
3.1. Framsal eda vedsetning 4 eignarhlut {

3.2.

3.3.

3.4.

Fjardadli sf. getur einungis ordid til fram-
salspega sem er sjalfstedur skattadili med
bisetu 4 Islandi. Sampykki rikisstjérnar-
innar er askilid fyrir ollu sliku framsali.

Sambykki rikisstjornarinnar er 4skilid fyrir
framsali eda vedsetningu 4 eignarhluta {
Alcoa 4 Islandi ehf. og Reydarili ehf. par
til framleidsla hefst 1 verksmidjunni. Ekki
skal synja med dsanngjornum hatti um
slikt leyfi eda draga pad og ekki parf slikt
leyfi pegar um er ad reda (a) framsal til
fyrirtekis 1 eignartengslum vid Alcoa, (b)
vedsetningu allra eda einhverra slikra eign-
arhluta til tryggingar ldni sem veitt er
Fjardadli sf. eda sameigendunum til ad
audvelda peim ad framkvema verkefnid,
(c) vedsetningu eda radstdfun allra eda ein-
hverra slikra eignarhluta { pdgu Landsvirkj-
unar samkvamt skilmalum rafmagnssamn-
ingsins, (d) solu 4 einverjum slikum eign-
arhlutum { tengslum vid fullnustu vegna
vedsetningar skv. (b) eda (c) til fyrirtaek-
is/fyrirtekja sem skrdd eru { riki innan
OECD, eda (e) framsal 4 minnihlutaeign,
allt ad 49%, til fyrirtekja sem skrdd eru {
rikjum innan OECD.

Ef ekki er um annad samid milli adila er
heimilt, eftir ad framleidsla er hafin, ad
framselja eignarhluta i Alcoa 4 Islandi ehf.
og Reydarili ehf., ad fullu eda ad hluta, til
fyrirtekis { eignartengslum vid Alcoa. Vid
framsal eignarhluta i Alcoa 4 Islandi ehf.
og Reydarali ehf. til pridja adila, sem ekki
er { eignartengslum vid Alcoa, er sampykki
rikisstjérnarinnar 4skilid, og skal ekki med
6sanngjornum hetti synja um slikt sam-
pbykki eda draga pad. Slikt sampykki er
ekki 4skilid pegar um er ad reda framsal 4
minnihlutaeign, allt ad 49%, til fyrirtekja
sem skrdd eru { rikjum innan OECD.

Upplysa ber rikisstjérnina med ad minnsta
kosti fjogurra vikna fyrirvara um framsal
eignarhluta skv. 2. og 3. mgr. 3. gr., og
skulu rikisstjérninni latnar { té upplysingar,
sem rikisstjérnin telur vidunandi, um stodu
pess adila sem vid eignarhlutanum tekur.
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Article 3
Transfer of Ownership Interests

Section 3.1. Any transfer or pledge of an owner-

ship interest in Fjardadl sf. must be made
to a transferee which is a taxable entity
with residence in Iceland. The consent of
the Government is required for any such
transfer.

Section 3.2. The consent of the Government is

required for transfer or pledge of any own-
ership interest in Alcoa 4 Islandi ehf. and
Reydaral ehf. until commencement of pro-
duction by the Plant. Such consent shall not
be unreasonably withheld or delayed and
shall not be required in the case of (a)
transfer to any Alcoa Affiliate, or (b) a
pledge of all or any of such ownership
interest to secure any loan made to Fjardadl
sf. or the Partners to assist them in imple-
menting the Project or (c) a pledge or other
disposal of all or any of such ownership
interest in favour of Landsvirkjun pursuant
to the terms of the Power Agreement, or (d)
any sale of any such ownership interest in
connection with enforcement pursuant to a
pledge as referred to in (b) or (c) to any
company(ies) incorporated in an OECD
country, or (e) transfers of minority owner-
ship interests, not exceeding 49% in total,
to companies incorporated in an OECD
country.

Section 3.3. Unless otherwise agreed between the

Parties, following commencement of pro-
duction, ownership interests in Alcoa &
[slandi ehf. and Reydardl ehf. may be
freely transferred, in whole or in part, to
any Alcoa Affiliate. Transfer of any own-
ership interest in Alcoa 4 Islandi ehf. and
Reydaral ehf. to a third party which is not
an Alcoa Affiliate requires the consent of
the Government, which consent shall not
be unreasonably withheld or delayed. Such
consent shall not be required in the case of
transfer of minority ownership interests,
not exceeding 49% in total, to companies
incorporated in an OECD-country.

Section 3.4. The Government shall be informed

not less than four weeks in advance of any
transfer of ownership interest subject to
Section 3.2. or Section 3.3., and shall be
provided with information on the status of
the acquiring entity to its reasonable satis-
faction.
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3.5.

3.6.

4.1.

4.2.

4.3.

4.4.

s

Nu kemur til framsals 4 eignarhluta {
Fjardadli sf. eda sameigendunum og slikt
framsal er { samremi vid skilmdla og
akveoi 1. — 4. mgr. 3 gr., [3. gr.] og skal
pa félagid sem fékk eignarhlutann fram-
seldan verda adili ad pessum samningi, 4
grundvelli dtgafunnar eda framsalsins, og
skal stadfesta pad med pvi ad gefa it og af-
henda rikisstjorninni skriflega yfirlysingu 4
pvi formi sem rikisstjornin getur fallist 4,
par sem fyrirtekid, sem fékk eignarhlutann
framseldan sampykkir alla skilméla og
akvadi pessa samnings og skuldbindur sig
til ad hlita peim { einu og 6llu.

Sameigendurnir og Alcoa (fyrir hond allra
fyrirtzekja { eignartengslum vid Alcoa)
sampykkja takmarkanirnar 4 framsali eign-
arhluta skv. pessari 3. grein med undirritun
samnings pessa.

4. gr.
Starfsemi.

Fjardadl sf. og sameigendurnir skulu rddast
i verkefnid i samremi vid skilmdla og
skuldbindingar verkefnissamninganna med
pad fyrir augum ad hefja framleidslu arid
2007.

Samhlida undirritun samnings pessa, skal
rikisstjérnin sja um ad veitt verdi og gefid
ut til Fjaradls sf.:

(a) i0nadarleyfi er stadfestir rétt Fjardadls

sf. til pess ad rddast { verkefnid;

(b) verslunarleyfi er stadfestir rétt Fjarda-
als sf. til ad stunda pa starfsemi sem
lyst er { samningi pessum.

Reynist naudsynlegt fyrir Fjardadl sf. eda
sameigendurna ad fa frd rikisstjérninni
frekari sampykki eda leyfi, sem ekki er
porf 4 pann dag sem samningur pessi er
undirritadur, skal rikisstjéornin svo fljott
sem unnt er gera pad sem { hennar valdi
stendur til ad adstoda Fjardadl sf. og sam-
eigendurna vid ad fa slikt sampykki eda
leyfi.

Rikisstjornin skal & hverjum tima, pegar
Fjardadl sf. fer fram 4 slikt og 4n 4stedu-
lausrar tafar, gera pad sem i hennar valdi
stendur til pess ad adstoda Fjardadl sf. vid
ad odlast pau atvinnuleyfi sem naudsynleg
kunna ad vera vegna starfsmanna eda verk-
taka Fjar0adls sf. og sameigendanna.
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Section 3.5. In the event of a transfer of an own-

ership interest in Fjardadl sf. or the
Partners, such transfer being in accordance
with the terms and provisions of Section
3.1. to Section 3.4., 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 com-
pany shall consent to the terms and provi-
sions of the Agreement and agree to be
fully bound by the terms and provisions
thereof.

Section 3.6. The Partners and Alcoa (on behalf

of all Alcoa Affiliates) approve the limita-
tions on transfer of ownership interests in
this Article 3 by signing this Agreement.

Atrticle 4
Operations

Section 4.1. Fjardadl sf. and the Partners shall

start the Project in accordance with the
terms and obligations of the Project
Agreements with the aim to commence
production in 2007.

Section 4.2. The Government shall cause con-

currently with the signing of this Agree-

ment the grant and issuance:

(a) to Fjardadl sf. of an Industrial Licence
confirming the right of Fjardadl sf. to
implement the Project;

(b) to Fjardadl sf. of a Commercial Licence
confirming the right of Fjardadl sf. to
carry on operations, described in this
Agreement;

Section 4.3. If it shall become necessary for

Fjardadl sf. or the Partners 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 Fjardadl sf. and the Partners in
obtaining such further consent or licence.

Section 4.4. The Government shall from time to

time on request of Fjardadl sf. promptly use
its best efforts to assist Fjardadl sf. to
obtain any work permits that may be nec-
essary in respect of any employees or con-
tractors of Fjardadl sf. and the Partners.
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4.5.

5.1.

5.2.

5.3.

Fjardadl sf. skal leitast vid ad tryggja ad
starfsemi pess studli ad préun visinda- og
teeknipekkingar 4 Islandi, par med, eftir pvi
sem vid 4 og vid verdur komid, med pvi ad
hafa og préa 4 Islandi nyskopunarhafni
sina, enda tengist slik vidleitni og sam-
rymist rekstri verksmidjunnar og 6drum
dkvaedum bessa samnings. Til slikrar vid-
leitni getur m.a. talist sala, leyfisveiting eda
annars konar midlun teknipekkingar, verk-
pekkingar eda annarra hugverka frd fyrir-
teki { eignartengslum vid Alcoa samkvamt
samningum sem gerdir eru.

5. gr
Vidskipti tengdra fyrirtaekja.

AD beidni Fjardadls sf. eda sameigendanna,
er Alcoa eda fyrirtzekjum { eignartengslum
vid Alcoa heimilt ad utvega vorur (p.m.t.
surdl, forskaut og &lfliorid) eda pjonustu
(p.m.t. tekni-, stjérnunar- eda fjarmaéla-
pjénustu), eda lansfé med voxtum til
Fjardails sf. eda sameigendanna. [ slikum
tilvikum munu Fjardadl sf. eda sameigend-
urnir og Alcoa eda fyrirteki { eignartengsl-
um vid Alcoa, eftir pvi sem vid 4, gera med
sér vidskiptasamning eins og um dskylda
adila veri ad reda vardandi ttvegun slikr-
ar voru eda pjoénustu eda fjarmagns { sam-
remi vid par meginreglur um milliverd-
lagningu sem kvedid er 4 um { 2., 3. og 4.
mgr. pessarar 5. greinar, svo og { vidauka
A med samningi pessum.

Fjardadl sf. og sameigendurnir skulu halda
fullnegjandi boékhald og skrar til studnings
utreikningum sinum 4 s6luverdi alls varn-
ings dr hradli sem seldur er milli fyrirtekj-
anna med milligbngu verksmidjunnar.
Fjardadl sf. og sameigendurnir skulu einnig
halda fullnegjandi bokhald og skrar til
studnings verdlagningu 4 voru og pjénustu
sem utvegud er og voxtum & lansfé, sbr. 1.
mgr. 5. gr.

Komi fram 6sk um slikt skal békhaldid og
skrdrnar sem haldnar eru samkvemt 2.
mgr. 5. greinar vera til reidu 4 venjulegum
vinnutima { hdsn®di Fjardadls sf., fyrir
6hadan 16ggiltan endurskodanda sem badir
adilar sampykkja, til ad sannreyna ad vid-
skiptin innan fyrirtekjanna sem fara i
gegnum verksmidjuna séu { samremi vid
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Section 4.5. Fjardadl sf. shall endeavour to

ensure that its activities contribute to the
development of Icelandic scientific and
technological 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 Plant and compatible
therewith, and with the other provisions of
this Agreement. Such efforts may include
the sale, licence or other transfer of tech-
nology, know-how or other intellectual
property from any Alcoa Affiliate pursuant
to negotiated agreements.

Article 5
Affiliate Transactions

Section 5.1. At the request of Fjardadl sf. or the

Partners, Alcoa or any Alcoa Affiliate may
provide products (including, but not limit-
ed to, alumina, anodes and aluminum flu-
oride) or services (including, but not limit-
ed to technical, management or financial
services), or loan funds with interest to
Fjardadl sf. or the Partners. In such case,
Fjardadl sf. or the Partners, and Alcoa or
such Alcoa Affiliate, as the case may be,
will enter into a commercial, arm’s length
agreement for the supply of such products
or services or funds in accordance with the
transfer pricing principles set forth in
Section 5.2., 5.3. and 5.4., and Annex A of
this Agreement.

Section 5.2. Fjardadl sf. and the Partners shall

maintain adequate books and records to
support their calculations of the sales prices
of all primary aluminum products sold
inter-company through the Plant. Fjardadl
sf. and the Partners shall also maintain ade-
quate books and records to support the
pricing of provided products and services,
and interest on loan funds, as set forth in
Section 5.1.

Section 5.3. The books and records maintained

pursuant to Section 5.2. shall be made
available, upon request, during normal
business hours at Fjardadl sf.’s facility, to
an independent public accountant agreed
between the Parties, in order to verify if the
inter-company transactions flowing
through the Plant are in accordance with
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5.4.

6.1.

6.2.

hlutleg vidmid vidskipta milli 6tengdra ad-
ila skv. samningi pessum, eins og kvedid er
4 um { bpessari 5. grein og vidauka A med
samningi pessum. Eigi m4 fara fram 4 slika
endurskodun oftar en einu sinni 4 hverju
almanaksdri og skal kostnadur vid endur-
skodunina borinn af rikisstjorninni. Upp-
lysingar sem 6hadum 16ggiltum endurskod-
endum eru veittar { pessum tilgangi, svo og
skyrslur sem byggja 4 slikum upplysingum
og rikisstjornin fer adgang ad, teljast
geyma og eru { edli sinu trinadarupplysing-
ar um Alcoa, bundnar einkarétti, og skal (i)
fara med per { fyllsta trinadi, (ii) birta paer
peim einum sem purfa 4 peim ad halda
vegna endurskodunarinnar, og (iii) nota
per einungis { tilgangi endurskodunarinnar
skv. framangreindu.

Alcoa og oll fyrirteki { eignartengslum vid
Alcoa sem utvega voru, pjénustu eda fjar-
magn til Fjardadls sf. eda sameigendanna
skv. samningi pessum, eda 6fugt, falla und-
ir 58. gr. laga nr. 75/1981, um tekjuskatt og
eignarskatt (um Ovenjuleg skipti { fjarmal-
um). Oll vidskipti milli Fjardasls sf. eda
sameigendanna og Alcoa eda fyrirtekja {
eignartengslum vid Alcoa skulu samrymast
framangreindri lagagrein og meginreglum
OECD um milliverdlagningu og tilkun 4
slikum reglum.

6. gr.
Umhverfismal.

Verksmidjan skal rekin { samremi vid
starfsleyfi, sem gefid er tt til Fjardadls sf.
af Umhverfisstofnun skv. 16gum nr. 7/1998
og reglugerd nr. 785/1999, par sem fjallad
er um Oll atridi er varda verksmidjuna svo
og starfsemi vid hofnina er tengist verk-
smidjunni og vardar ttskipun og uppskip-
un, umhverfisreglur og eftirlit.

Rikisstjornin skal ekki leggja nein um-
hverfisgjold eda skatta sem tengjast losun
lofttegundanna CO2 og SO: eda annarri
losun eda ©6O0rum mengunarefnum, 4
Fjardadl sf. eda sameigendurna nema slik
gjold eda skattar séu almennt lagdir 4 onn-
ur fyrirteki 4 [slandi, p.m.t. allar adrar
hradlsverksmidjur.

3.juli 2003

objective standards for arm’s length deal-
ings pursuant to this Agreement, as pro-
vided in this Article 5 and Annex A of this
Agreement. Such audits may be requested
no more frequently than once per calendar
year, and the costs of such audits shall be
the responsibility of the Government. The
information disclosed to independent pub-
lic accountants for such purposes, as well
as any reports generated from such infor-
mation and made available to the
Government, shall contain and constitute
confidential Alcoa proprietary information,
which is to be; (i) treated in strictest confi-
dence, (ii) disclosed only to those having a
need to receive such information for the
purpose of such audit, and (iii) used only
for the purpose of such audit, as set forth
above.

Section 5.4. Alcoa and all Alcoa Affiliates pro-

viding products, services or funds to
Fjardadl sf. or the Partners hereunder, or
vice versa, shall be subject to Article 58 (on
arms length principle) of Act No. 75/1981
on Income Tax and Net Worth Tax. All
transactions between Fjar0adl sf. or the
Partners, and Alcoa or such Alcoa Affiliates
shall be in compliance therewith and
according to OECD transfer pricing princi-
ples and interpretations thereof.

Article 6
Environmental Matters

Section 6.1. The Plant shall be operated in accor-

dance with an Environmental Operating
Licence to be issued by the Environmental
and Food Agency under Act No. 7/1998
and Regulation No. 785/1999 to Fjardadl
sf., covering all aspects of the Plant, as well
as activities at the Harbour related to the
Plant as to loading and unloading, envi-
ronmental regulation and control.

Section 6.2. The Government shall not impose

any environmental charges or taxes related
to the emission of CO2 and SO2 gases, or
any other emission or pollutant, on Fjardadl
sf. or the Partners unless such charges or
taxes are generally levied on other compa-
nies in Iceland, including but not limited to
all other primary aluminum companies.
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7. gr.

Meginreglur og framkvaemd skattlagningar.

7.1.

7.2.

8.1.

(a)

(b)

(©

Um skattlagningu og innheimtu annarra
opinberra gjalda af Fjardadli sf. og sameig-
endunum skulu gilda almennar reglur sem
gilda um slik gjold 4 grundvelli laga hverju
sinni, nema kvedid sé 4 um annad { samn-
ingi pessum.

Almenn 4kvadi islenskra skattalaga sem {
gildi eru 4 hverjum tima og varda skatt-
framtol og framtalsfrest, dlagningu, endur-
skodun, endurdlagningu, innheimtu, gjald-
daga og greidslu, sem og adrar uppgjors-
reglur vidkomandi skattalaga og andmeli
og deilur { tengslum vid pau, skulu gilda
um Fjardadl sf. og sameigendurna, nema
kvedid sé 4 um annad { samningi pessum.

8. gr.
Skattar til rikissjods.

Fjardaal sf. er skrad 4 Islandi og telst ekki
sjalfstedur skattadili skv. 1ogum nr.
75/1981 um tekjuskatt og eignarskatt. Sam-
eigendurnir eru skattskyldir skv. 16gum nr.
75/1981. Pratt fyrir breytingar, sem kunna
ad verda 4 16gum nr. 75/1981 um tekjuskatt
og eignarskatt, med dordnum breytingum,
skulu sameigendurnir greida atjin prdsent
(18%) tekjuskatt med eftirfarandi sér-
akvaedum:

Ef tekjuskattshlutfall pad, sem 4 vid um fé-
16g med takmarkadri abyrgd og gildir 4
umsomdum afhendingardegi rafmagns, er
legra en 4tjan prosent (18%), skal slikt
leegra tekjuskattshlutfall gilda um sameig-
endurna 4 upphaflegum gildistima samn-
ingsins og 4 framlengingartima hans. Ef
tekjuskattshlutfallid, sem pannig hefur ver-
i0 lekkad, haekkar sidar, innan upphaflegs
gildistima samningsins eda 4 framlenging-
artima hans, skal slikt herra tekjuskatts-
hlutfall gilda um sameigendurna, en bé
skal hlutfallid aldrei heerra en atjan présent
(18%).

Varanlegir rekstrarfjarmunir sem Fjardadl
sf. eignast skulu flokkadir skv. 32. og 38.
gr. laga nr. 75/1981. Fyrning varanlegra
rekstrarfjarmuna skal dkvordud med peim
hatti sem kvedid er 4 um { 4. og 5. mgr. 8.
gr. og vidauka B med samningi pessum.
Fjardadli sf. er heimilt ad draga frd skatt-
skyldum tekjum 4 hverju ari eftirstodvar
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Article 7
Principles and Procedure of Taxation

Section 7.1. Fjardadl sf. and the Partners 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 other-
wise provided in this Agreement.

Section 7.2. General provisions of Icelandic tax

laws prevailing from time to time relating
to tax returns and their due dates, assess-
ment, reviews, reassessment, collection,
due dates and payment and other settlement
procedures of the tax laws in question and
to protests and disputes arising in connec-
tion thereof, shall apply to Fjardadl sf. and
the Partners, except as provided herein.

Article 8
Government Taxes

Section 8.1. Fjardadl sf. is registered in Iceland

and will be a non-taxable entity in accor-

dance with Act. No. 75/1981 on Income

Tax and Net Worth Tax. The Partners will

be liable for tax pursuant to Act No.

75/1981. Notwithstanding eventual

changes in the Act No. 75/1981 on Income

Tax and Net Worth Tax, as amended, the

Partners shall pay an income tax at the rate

of eighteen percent (18%) with the follow-

ing special provisions:

(a) If the income tax rate applicable to lim-
ited liability companies in effect on the
Permanent Delivery Date is lower than
eighteen percent (18%), then such
lower income tax rate shall apply to the
Partners for the Initial Term and any
extensions thereof. If, however, the
income tax rate, as so lowered, is sub-
sequently raised, during the Initial
Term or any extension thereof, then
such higher income tax rate shall apply
to the Partners, but such rate shall never
exceed eighteen percent (18%).

(b) Fixed assets acquired by Fjardadl sf.
shall be classified according to Articles
32 and 38 of Act No. 75/1981.
Depreciation shall be determined as
provided for in Section 8.4. and Section
8.5. and Annex B to this Agreement.

(c) Fjardaal sf. shall be entitled to deduct
from taxable income in any given year
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8.2.

8.3.

8.4.

8.5.

rekstrartaps frd sidustu niu almanaksarum,
svo sem frekar er kvedid 4 um i 8. tolulid,
1. mgr. 31. gr. laga nr. 75/1981. Ef islensk-
um fyrirtekjum verdur almennt heimilad
skv. 16gum, 4dur en ad umsdomdum athend-
ingardegi rafmagns kemur, ad draga slikt
tap frd skattskyldum tekjum vegna fleiri
ara, skv. pessari mgr., skal sama fradrattar-
regla einnig gilda um Fjardadl sf. Komi
hins vegar til pess ad fradrattarberum Aar-
um verdi fekkad 4 upphaflegum gildistima
samningsins eda framlengingartima hans,
skal su fekkun 4 fradrattarberum arum
gilda um Fjardadl sf., en p6 pannig ad pau
skulu aldrei ferri en niu almanaksar.

Sameigendurnir skulu undanpegnir eignar-
skatti skv. 1. mgr. 84. gr. laga nr. 75/1981,
med dordnum breytingum.

Fjardadl sf. og, ef vid 4, sameigendurnir
skulu undanpegnir idnadarmalagjaldi skv.
16gum nr. 134/1993, med 4dordnum breyt-
ingum, og markadsgjaldi skv. 16gum nr.
160/2002, svo og ddrum eins eda efnislega
svipudum skottum eda gjoldum er kunna
ad verda 16gd 4 til vidbotar vid eda { stad-
inn fyrir idnadarmalagjaldio.

A pvi dri sem nyjar eignir eru teknar i notk-
un, getur Fjardadl sf. valid ad fyrna paer
eignir med hlutfalli drlegrar fyrningar { stad
heils 4rs fyrningar eins og annars er kved-
10 4 um 1 33. gr. laga nr. 75/1981. Pratt fyr-
ir dkvedi 34. og 45. gr. laga nr. 75/1981 er
Fjardadli sf. heimilt ad fyrna eignir sinar
pannig ad ekki standi eftir nidurlagsverd.

Fjardadli sf. og, eftir pvi [sem] vid 4, sam-
eigendunum, er heimilt ad fera bokhald sitt
i Bandarikjad6lum svo sem lyst er { 13. gr.
samnings pessa. Gengid skal vera opinbert
gengi Bandarikjadals gagnvart islenskri
krénu eins og pad er birt af Sedlabanka Is-
lands. I pvi skyni ad reikna it skattskyldan
hagnad Fjardadls sf. og sameigendanna
skulu drsreikningar umreiknadir ur Banda-
rikjadolum 1 islenskrar [islenskar] krénur
og tekur pé eftirfarandi gildi:

(a) Allar tekjur og gjold 4 arinu skulu um-
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the remaining net operating losses from
the preceding nine calendar years as
further stipulated in sub-paragraph 8,
paragraph 1 of Article 31 of Act No.
75/1981. If Icelandic companies in gen-
eral will be permitted by law before the
Permanent Delivery Date to deduct
such from taxable income for a greater
number of years, subject to this para-
graph, such new deduction rule shall
also apply to Fjardadl sf. If, however,
the number of deductible years is sub-
sequently reduced during the Initial
Term and any extensions thereof, then
such reduced number of deductible
years shall apply to Fjardadl sf., but
shall never be less than nine calendar
years.

Section 8.2. The Partners shall be exempt from

Net Worth Tax under paragraph 1 of Article
84 of Act No. 75/1981, as amended.

Section 8.3. Fjardadl sf. and, if applicable, the

Partners, shall be exempt from the
Industrial Charge under Act No. 134/1993,
as amended, and the Market Charge under
Act. No. 160/2002, 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
Charge.

Section 8.4. In the year when new assets are

taken into operation, Fjardadl sf. can elect
to depreciate those assets with a propor-
tional factor of the annual depreciation
instead of full years depreciation as other-
wise 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 Fjardadl sf.
is allowed to depreciate its assets down to
no residual value.

Section 8.5. Fjardadl sf. and, when appropriate,

the Partners may record their transactions
using the USD currency as stated in Article
13 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 calcu-
lating the taxable profit of Fjardadl sf. and
the Partners, the financial statements shall
then be converted from USD to ISK giving
effect to the following:

(a) Any income generated and expenses
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8.6.

8.7.

9.1.

reiknud { islenskar krénur annadhvort 4
grundvelli daggengis eda manadar-
gengis, skv. einhlida dkvordun Fjarda-
als sf. Askilid er p6 ad si adferd sem
Fjardadl sf. kys 1 upphafi verdi fravika-
laust notud upp fra pvi.

(b) Fyrningar skulu reiknadar 4 grundvelli
medalmanadargengis.

(c) Eignir og skuldir og eigid fé skal um-
reiknad i islenskar krénur 4 gengi 31.
desember vidkomandi ars.

(d) Hvers kyns endurmati 4 einstokum 1lid-
um { islenskum krénum vegna breyt-
inga 4 gengi Bandarikjadals gagnvart
islenskri kronu, sem afleiding pess ad
arsreikningar eru umreiknadir Ur
Bandarikjadolum 1{ {islenskar krénur
samkvaemt lidum (a), (b) og (c), skal
batt vid eda dregid fra eigin fé og eng-
in ahrif hafa 4 skattskyldar tekjur.

Pratt fyrir dkveedi { 2. 1id 1. mgr. 71. gr.

laga nr. 75/1981, um tekjuskatt og eignar-

skatt, skal leggja 4, og halda eftir, fimm
présent (5%) tekjuskatti 4 ard, sem uthlut-
ad er til hluthafa Alcoa 4 Islandi ehf. eda

Reydarils ehf., sem busettir eru { adildar-

riki OECD, svo fremi sem ad 4 peim hluta

skattars  greidslufyrirtekisins fram ad
greidsludegi ardsins og 4 Ollu nastlidnu
skattari (ef um pad er ad rada) hafi ad
minnsta kosti tuttugu og fimm présent

(25%) af hlutaté greidslufyrirtekisins ver-

i0 1 eigu fyrirtekisins sem piggur greidsl-

una.

Fradrattarbaerni vaxtagjalda skal haldast
obreytt 4 upphaflegum gildistima samn-
ingsins frd pvi sem er { 16gum nr. 75/1981,
um tekjuskatt og eignarskatt, med dordnum
breytingum, 4 undirskriftardegi samnings
pessa.

9. gr.
Fasteignaskattar og
gatnagerdagjald.
Fjardadl sf. skal greida sveitarfélaginu
1,0% fasteignaskatt, sem sveitarfélagid
leggur 4 allar byggingar, hisnadi og mann-
virki sem Fjar0adl sf. 4 eda leigir og talin
eru upp { vidauka C med samningi pessum.
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incurred during the year shall be con-
verted to ISK using either the daily
exchange rate or the monthly exchange
rate, as determined by Fjardadl sf. in its
sole discretion. Provided, however, that
the method initially chosen by Fjardadl
sf. will be consistently utilized there-
after.

(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 between the USD and ISK as a
result of converting the financial state-
ments from USD to ISK according to
a), b) and c) above shall be debited or
credited to equity and shall not affect
the taxable income.

Section 8.6. Notwithstanding paragraph 1, point

2 of Art. 71 of Act no 75/1981, on Income
Tax and Net Worth Tax, an income tax of
five percent (5%) shall be levied, and with-
held from, dividends which are distributed
to any shareholder of Alcoa 4 Islandi ehf.
or Rey0ardl ehf. which is a resident in a
OECD member state, so long as, during the
part of the paying corporation’s taxable
year which precedes the date of payment of
the dividend and during the whole of its
prior taxable year (if any), at least twenty
five percent (25%) of the share capital of
the paying corporation was owned by the
recipient corporation.

Section 8.7. The deductibility of interest expense

shall remain unchanged during the Initial
Term as it is under Act No. 75/1981 on
Income Tax and Net Worth Tax, as amend-
ed, on the date of the signing of this
Agreement.

Article 9
Municipal Property Tax and Street
Connection Fee

Section 9.1. Fjardadl sf. shall pay to the Town-

ship a property tax of 1,0% levied by the
Township on all buildings, premises and
facilities owned or leased by Fjardadl sf.
and listed in Annex C to this Agreement.



Nr. 529

9.2.

9.3.

94.

9.5.

9.6.

Heildarverdmeti slikra bygginga, hisn®d-
is og mannvirkja, svo sem gert er 140 fyrir
ad pau verdi 4 peim degi pegar starfsemi
verksmidjunnar hefst, skal, ad pvi er vard-
ar pessa 9. gr., reiknast vera 255.000.000
Bandarikjadalir. Heildarverdmatin eru
pannig samsett ad 250.000.000 Bandarikja-
dala samsvara byggingum, hisn®di og
mannvirkjum 4 1608inni og 5.000.000
Bandarikjadala samsvara byggingum, hus-
nedi og mannvirkjun [mannvirkjum] &
hafnarsvedinu.

Verdmeti bygginganna, hisn®disins og
mannvirkjanna, ad  fjarh®d USD
255.000.000, sem myndar dlagningarstofn
til fasteignaskatts, sbr. 2. mgr. 9. gr., skal 4
umsomdum afhendingardegi rafmagns um-
reiknad { islenskar krénur 4 medalkaup-
gengi Sedlabanka Islands 4 fslenskri krénu
gagnvart Bandarikjadal 4 fyrstu sex man-
udum bess ars sem umsaminn athendingar-
dagur rafmagns fellur. Ef medalgengi is-
lensku krénunnar gagnvart Bandarikjadal 4
timabilinu frd desember 2002 til jdli 2007
er hins vegar meira en fimm présentum
(5%) herra en medalgengi islensku kron-
unnar gagnvart Bandarikjadal 4 fyrstu sex
manudum pess ars sem umsaminn afthend-
ingardagur rafmagns fellur, skulu adilar
eiga med sér vidradur { godri tru til ad
reda sanngjarna lausn 4 misreminu.

Fasteignaskatturinn skal lagdur 4 og inn-
heimtur fyrir sérhvert 4r af heildardlagning-
arstofninum { {slenskum krénum eins og
hann er reiknadur skv. 3. mgr. 9. gr. og leid-
réttur drlega midad vid breytingar 4 bygg-
ingavisitdlu frd peim ménudi sem umsam-
inn afhendingardagur rafmagns fellur.

Fasteignaskatturinn skal adeins lagdur 4 fra
umsomdum afhendingardegi rafmagns ut
pbd manudi sem eftir lifa af pvi dri, en sid-
an frd 1. jandar nasta ars eftir umsaminn
athendingardag rafmagns.

Fasteignaskatturinn sem Fjardadl sf. greid-
ir skv. 1.-5. mgr. 9. gr. kemur { stad fast-
eignaskatts skv. II. kafla laga nr. 4/1995,
med dordnum breytingum, um tekjustofna
sveitarfélaga, svo og hvers kyns annarra
sams konar eda efnislega svipadra skatta
sem sidar kynnu ad vera lagdir 4 { stad fast-
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Section 9.2. The total value of such buildings,

premises and facilities, as planned to exist
on the date when the Plant operations com-
mence, shall for the purpose of this Article
9 be deemed to be US dollars 255,000,000.
Such total value consists of US dollars
250,000,000 for buildings, premises and
facilities located at the Site, and US dollars
5,000,000 for buildings, premises and
facilities located in the Harbour Area.

Section 9.3. The US Dollars 255,000,000 value

of the buildings, premises and facilities
subject to property tax, as set forth in
Section 9.2., shall as of the Permanent
Delivery Date be converted into Icelandic
krona (ISK) based upon the average buy-
ing exchange rate of the Central Bank of
Iceland between the Icelandic krona and
the US dollar for the first six months of the
year in which the Permanent Delivery Date
occurs. If, however, the average exchange
rate between the Icelandic krona and the
US dollar for the period from December
2002 until July 2007 exceeds the average
exchange rate between the Icelandic krona
and the US dollar for the first six months
of the year in which the Permanent
Delivery Date occurs, by more than five
percent (5%), the Parties shall meet in good
faith to discuss an equitable resolution of
such disparity.

Section 9.4. The property tax shall be levied and

collected for each year based on the
Icelandic krona total value calculated in
accordance with Section 9.3., as adjusted
each year using the Icelandic Building Cost
Index for the month in which the
Permanent Delivery Date occurs as the
basis for the calculation.

Section 9.5. The property tax shall be levied only

as from the Permanent Delivery Date for
the remaining months of that year and
thereafter from the 1st of January follow-
ing the year of the Permanent Delivery
Date.

Section 9.6. The property tax Fjardadl sf. shall

pay in accordance with Sections 9.1.- 9.5.
shall be in lieu of the property tax under
Part II of Act No. 4/1995 as amended on
Sources of Municipal Revenue as well as
any identical or substantially similar tax
which might subsequently be imposed in
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9.7.

10.1.

10.2.

10.3.

11.2.

eignaskatts. Fasteignaskatturinn skal lagd-
ur 4 og innheimtur 4 sama hatt og fast-
eignaskatturinn skv. II. kafla laga nr
4/1995, eftir pvi sem vid 4 { sveitarfélag-
inu.

Fjardadl hf. [sf.] greidir ekki gatnagerda-
gjold skv. 16gum nr. 17/1996 til sveitarfé-
lagsins né heldur nokkurn annan skatt,
péknun eda gjald sem kynni ad vera sett 4
i stad peirra.

10. gr.
Byggingarleyfisgjald.
Sveitarfélagio gefur ut byggingarleyfi til
Fjardadls sf. til byggingar verksmidjunni
og tilheyrandi mannvirkja 4 grundvelli
skipulags- og byggingarlaga nr. 73/1997.

Almennt skipulag verksmidjunnar og til-
heyrandi mannvirkja skal koma fram { um-
s6kninni um byggingarleyfi og skal pad
samrymast byggingarreglugerdum sem vid
eiga um stér idnadarmannvirki.

Fjardadl sf. skal greida byggingarleyfis-
gjald vegna arlegrar framleidslugetu allt ad
322.000 tonnum, ad jafngildi 400.000
Bandarikjadala, eigi sidar en 30 dogum eft-
ir ad umsoknin er 16g0 inn af Fjardadli sf.
skv. skipulags- og byggingarlogum nr.
73/1997.

11. gr.
Innflutnings- og utflutningsgjold.

. Innflutningur eda innkaup innanlands af

halfu eda fyrir hond Fjardadls sf. 4 bygg-
ingarefnum, vélum og bunadi og 6drum
fastafjirmunum og varahlutum { verk-
smidjuna og 4 tilheyrandi mannvirkjum og
rekstur peirra skulu undanpegin islenskum
inn- og ttflutningsgjoldum og vérugjoldum
samkvaemt 16gum nr. 97/1987, med dordn-
um breytingum, sem og sams konar eda
efnislega svipudum skottum eda gjoldum
er kynnu sidar ad verda 16g0 4 til vidbotar
vid eda { stadinn fyrir ofangreind gjold.
Med samningum, sem gerdir eru innan
ramma nefndra laga, er heimilt ad veita
undanpigu fra eda endurgreida tolla og
vorugjold 4 vorum og pjénustu sem keypt
er innanlands vegna byggingar verksmidj-
unnar.

Fjardadli sf. verdur veittur frestur til

Z

greidslu 4 virdisaukaskatti 4 innflutning
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place of the property tax. The property 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
Township.

Section 9.7. Fjardadl sf. shall not pay a street
connection fee according to Act No.
17/1996 to the Township or any other tax,
fee or charge which would be imposed in
lieu thereof.

Article 10
Building Licence Fee

Section 10.1. The Township will issue to
Fjardadl sf. a building licence for the con-
struction of the Plant and appurtenant facil-
ities pursuant to the Zoning and Building
Act No. 73/1997.

Section 10.2. The general layout of the Plant and
appurtenant facilities shall be shown on the
application for a building licence and shall
comply with the building regulations appli-
cable to large-scale industrial construction.

Section 10.3. Fjardadl sf. shall pay a building
licence fee in respect of the annual pro-
duction capacity of up to 322,000 metric
tonnes equal to US dollars 400,000 no later
than 30 days after submittance of applica-
tion by Fjardadl sf. pursuant to the Zoning
and Building Act No. 73/1997.

Article 11
Import and Export Duties

Section 11.1. The importation or domestic pur-
chase by or on behalf of Fjardadl sf. of con-
struction materials, machinery and equip-
ment and other capital goods and spare
parts for the plant and of related facilities
and the operation 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 sub-
stantially similar taxes or duties which
might subsequently be imposed in addition
to, or in place of, such duties. By agree-
ments 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
Plant, may be waived or refunded.

Section 11.2. Fjardadl sf. will be granted defer-
ral (customs credit) for VAT according to



Nr. 529

11.3.

12.1.

12.2.

12.3.

12.4.

(tollkrit) skv. 16gum nr. 50/1988, um vird-
isaukaskatt, fram ad gjalddaga fyrir endur-
greidslu vegna vidkomandi uppgjorstima-
bils. Med sama hatti skal veittur greidslu-
frestur 4 virdisaukaskatti vegna kaupa 4
rafmagni.

Innflutningur eda innkaup innanlands af
hélfu eda fyrir hond Fjardadls sf. 4 hraefni,
p.m.t. médlmi til endurbredslu, og adfong-
um til framleidslu, sem naudsynleg eru til
reksturs verksmidjunnar og hafnaradst6o-
unnar (svo sem pau eru skilgreind { hafn-
arsamningnum), svo og utflutningur fram-
leidsluvoru og nyttra efna fra Fjardadli sf.
skulu ekki bera vorugjold eda islensk inn-
eda utflutningsgjold.

12. gr.

Adrir skattar og gjold.

Stimpilgjold, sem greida beari skv. 1ogum
nr. 36/1978 um stimpilgjold, skulu vera
0,15% af ollum stimpilgjaldsskyldum
skjolum, sem Fjardadl sf. eda sameigend-
urnir gefa 1t eda stofnad er til { tengslum
vid byggingu og rekstur verksmidjunnar.
Oll skjol, er lita ad endurfjarmognun
Fjardadls sf. eda sameigendanna, svo og
framsal eignarhluta { félogum sameigend-
anna, skulu undanpegin stimpilgjéldum og
hvers kyns sams konar eda efnislega svip-
udum skottum eda gjoldum er kynnu sidar
ad vera 16gd 4 til vidbdtar vid eda { stadinn
fyrir slik gjold.
Fjardadl sf. skal, pratt fyrir 35. gr. skipu-
lags- og byggingarlaga nr. 73/1997 greida
sem eingreidslu skipulagsgjald, sem nemur
150.000 Bandarikjad6lum, vegna allt ad
322.000 tonna érlegrar framleidslugetu.

Rikisstjornin skal ekki leggja [4] nein gjold
eda skatta i tengslum vid raforkukaup
og/eda notkun Fjardadls sf. nema slik gjold
eda skattar séu almennt lagdir 4 6nnur fyr-
irteki a fslandi, p-m.t. 6nnur élver.

Fjardadl sf. og sameigendur pess skulu
undanpegnir dkvedum 1. og 4. tolul. 1.
mgr. 14. gr. laga nr. 146/1996, um oryggi
raforkuvirkja, neysluveitna og raffanga.
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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 11.3. The importation or domestic pur-

chases by or on behalf of Fjardadl sf. of
raw materials including metal for remelt
purposes and production supplies which
are required for the operation of the Plant
and Harbour Installations (as defined in the
Harbour Agreement) as well as the export
of the products and used materials of
Fjardadl sf. shall not be subject to any
excise duties or Icelandic customs duties
on imports or exports.

Article 12
Other Taxes and Charges

Section 12.1. Stamp duties, to the extent payable

according to Act No. 36/1978 on Stamp
Duties, shall be 0.15 % on all stamp duty
incurring documents issued or entered into
by Fjardadl sf. or the Partners in connec-
tion with the construction and operation of
the Plant. All documents related to refi-
nancing of Fjardadl sf. or the Partners, as
well as transfer of ownership interest in the
Partners shall be exempt from stamp duties
as well as any identical or substantially
similar taxes or duties which might subse-
quently be imposed in addition to, or in
place of, such duties.

Section 12.2. Fjardadl sf. shall irrespective of

Article 35 of the Zoning and Building Act
No. 73/1997 pay a one-time zoning fee of
USD 150,000 in respect of the annual pro-
duction capacity of up to 322,000 metric
tonnes.

Section 12.3. The Government shall not impose

any charges or taxes related to electricity
purchase and/or consumption by Fjardaal
sf. unless such charges or taxes are gener-
ally levied on other companies in Iceland,
including but not limited to all other pri-
mary aluminum companies.

Section 12.4. Fjardadl sf. and the Partners shall

be exempt from the provisions of sub-sec-
tions 1 and 4 of paragraph 1 of Article 14
of Act No. 146/1996 on Safety of electri-
cal installations, Consumer utilities and
Electrical equipment.
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13. gr.
) Reikningsskilareglur.
13.1. Arsreikningar Fjardadls sf. og sameigend-

13.2.

14.1

15.1.

16.1.

anna, settir fram { Bandarikjad6lum, skulu
gerdir 4 grundvelli reikningsskilareglna,
sem gefnar eru 1t af Alpjédlegu endurskod-
unarstadlanefndinni, ad pvi leyti sem paer
ganga ekki gegn 16gum 4 Evropska efna-
hagssvedinu um reikningsskil sem gilda
um félog af somu sterd og edli og Fjarda-
al sf. eda sameigendurnir, eftir pvi sem vid
a.

Fjardadli sf. og sameigendunum er heimilt
ad skra oll vidskipti sin og gefa 1t arsreikn-
inga sina i Bandarikjadélum, svo sem néan-
ar er kvedid 4 um { pessari 13. grein og 5.
mgr. 8. gr. samnings pessa.

14. gr.
Endurskodun skattafyrirkomulags.

. A upphaflegum gildistima pessa samnings

(svo sem hann er skilgreindur { 2. mgr. 20
gr. [20. gr.] hér 4 eftir) er Fjardadli sf. og
sameigendunum heimilt ad velja pann kost
ad ldta almennum islenskum skattalogum,
sem { gildi eru hverju sinni. Beidni um
slika breytingu skal 16g0 fram skriflega eigi
sidar en 1. juni pess almanaksdrs sem fer 4
undan pvi almanaksdri sem breytingin 4 ad
taka gildi. Berist slik beidni, skulu adilar
pegar ganga til samninga um breytinguna
yfir { hid almenna skattakerfi skv. nefndum
l6gum. Adilar skulu koma sér saman um
adferdir vid framkvamd slikrar breytingar.
Eftir pad skal Fjardadl sf. og sameigend-
urnir ldta pessum skattaldgum pad sem eft-
ir er af gildistima pessa samnings.

15. gr.

Pjonusta sveitarfélagsins.
Sveitarfélagid veitir Fjardadli sf. enga
pjénustu nema samkvaemt gagnkvaemu
samkomulagi sveitarfélagsins og Fjardadls
sf.

16. gr.

Stada samninganna a0 logum
Rikisstjérnin mun birta samning pennan {
heild sinni { B-deild Stjérnartidinda 4 {is-
lensku og ensku til upplysingar strax eftir
undirritun hans af hdalfu adila. Birting
samningsins skal ekki vera skilyrdi fyrir
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Article 13
Principles of Accounting

Section 13.1. The annual financial statements of

Fjardadl sf. and the Partners expressed in
USD, shall be established on the basis of
accounting principles issued by the
International Accounting Standards
Committee as far as they are not contrary
to the EEA legislation of accounting appli-
cable to companies of the size and charac-
ter of Fjardadl sf. or the Partners, as the
case may be.

Section 13.2. Fjardadl sf. and the Partners may

record all their transactions and issue their
financial statements in USD as further set
out in this Article 13 and Section 8.5. of
this Agreement.

Article 14
Review of Tax Arrangements

Section 14.1. During the Initial Term (as here-

inafter defined in Section 20.2.) of this
Agreement, Fjardadl sf. and the Partners
may elect to be subject to general Icelandic
tax laws as existing from time to time. A
request for such a transition 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. If such notice is given, the
Parties shall promptly enter into negotia-
tions on the transition to the general tax
system according to the cited laws. The
Parties shall agree on the transition proce-
dures to accomplish such changeover.
Thereafter, Fjardadl sf. and the Partners
shall be subject to these tax laws for the
remaining term of this Agreement.

Atrticle 15
Services of the Township

Section 15.1. The Township will not provide any

services to Fjardadl sf. unless the Township
and Fjardadl sf. mutually agree.

Atrticle 16
Legal Status of Agreements

Section 16.1. The Government will publish this

Agreement in its entirety in Part B of the
Government Gazette of Iceland for purpos-
es of information immediately following
the signing thereof by the Parties, in both
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16.2.

16.3.

17.1.

17.2.

17.3.

17.4.

gildistoku hans. Hid sama skal eiga vid um
hverjar par breytingar sem adilar kunna
sidar ad gera 4 samningnum { samrami vid
akv®0i hans.

Samningur pessi, og adrar skyldur adila
skv. samningi pessum, ganga pa fyrst { gildi
pegar gefid hefur verid ut starfsleyfi til
Fjardadls sf.

Samhlida undirritun pessa samnings gerir
Fjardadl sf. eftirtalda samninga vid videig-
andi adila:

(a) Rafmagnssamninginn
(b) Lédarsamninginn
(c) Hafnarsamninginn

17. gr.
Fyrirheit.

Rikisstjornin mun gera allar naudsynlegar
radstafanir til pess ad tryggja ad Fjardadl
sf. og sameigendurnir njéti allra réttinda og
hlunninda, sem samningur pessi veitir, og
ad engin radstdfun verdi gerd er geti tak-
markad eda 4 annan hétt haft neikvaed dhrif
a4 framkvemd verkefnisins og starfsemi
Fjardadls sf. og sameigendanna.

Med undirritun samnings pessa dbyrgist
rikisstjornin efndir 4 skuldbindingum og
réttindum  sveitarfélagsins ~ samkvaemt
samningi pessum og hafnarsj6ds eda hluta-
félags i meirihlutaeign sveitarfélagsins ad
pvi er vardar uppbyggingu og, eftir pvi sem
vi0 4, stekkun hafnarinnar samkvaemt
hafnarsamningnum.

Med undirritun samnings pessa abyrgjast
sameigendurnir efndir 4 skyldum og rétt-
indum Fjardadls sf. samkvemt samningi
pessum ad pvi er vardar byggingu og rekst-
ur verksmidjunnar.

Med undirritun samnings pessa vidurkenn-
ir Alcoa og stadfestir skyldur sem dotturfé-
16g pess Fjardaal sf., Alcoa 4 Islandi ehf.
og Rey0Oardl ehf. takast 4 hendur sam-
kvemt samningi pessum. Hins vegar
abyrgist Alcoa engar fjarhagslegar skuld-
bindingar pessara détturfélaga samkvaemt
samningi pessum.
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the Icelandic and English version. Such
publication is not a condition precedent to
the entry into force of the Agreement. The
foregoing shall apply in the same manner
to any amendments to this Agreement
which may be subsequently made between
the Parties in accordance with its terms.

Section 16.2. This Agreement, and the obliga-
tions of the Parties hereunder, shall only
become effective upon issuance of the
Environmental Operating License to
Fjardadl sf.

Section 16.3. In connection with the signing of
this Agreement, Fjardadl sf. is entering into
the following agreements with the respec-
tive parties thereto:

(a) The Power Contract
(b) The Site Agreement
(c) The Harbour Agreement

Article 17
Assurances

Section 17.1. The Government will take all steps
necessary to ensure that the Fjardadl sf. and
the Partners enjoy all the rights and bene-
fits 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 Fjardadl sf. and the Partners.

Section 17.2. The Government by execution of
this Agreement guarantees the performance
of the obligations and rights of the
Township under this Agreement and of the
Harbour Fund or a limited liability compa-
ny majority owned by the Township in
relation to the construction and, if applica-
ble, the expansion of the Harbour accord-
ing to the Harbour Agreement.

Section 17.3. The Partners by execution of this
Agreement guarantee the performance of
the obligations and rights of Fjardadl sf.
under this Agreement in relation to the con-
struction and operation of the Plant.

Section 17.4. Alcoa by execution of this
Agreement acknowledges and affirms the
obligations undertaken by its subsidiaries,
Fjardadl sf., Alcoa & Islandi ehf. and
Reydaral ehf., hereunder. Alcoa does not,
however, undertake to guarantee any finan-
cial obligations of such subsidiaries here-
under.
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18.1.

18.2.

18.3.

18. gr.
Log sem gilda og deilumal.
Um samning pennan og tilkun hans skal
fara ad islenskum l6gum. Ef annad er ekki
sérstaklega tekid fram { samningi pessum
skulu islensk 16g og reglugerdir gilda.

Sérhver deila, krafa eda 4greiningur, sem
risa kann vegna samnings pessa eda {
tengslum vid hann, p.m.t. hvers kyns vafa-
atridi vardandi tilvist hans, gildi eda lok
(,,deila®) skulu heyra alfarid undir 16gségu
islenskra domstéla nema annar adilinn
kjosi ad leggja deiluna { gerd, sbr. 3. mgr.
18. gr. hér 4 eftir, og tilkynni hinum adil-
anum skriflega um pad. Ef adili hofdar mal
fyrir démstélum (,,malshofdandi*) vegna
deilu, en hinn adilinn (,,gagnadilinn®) vill
fremur leggja deiluna i gerd, skal gagnad-
ilinn tilkynna malshofdanda um pad skrif-
lega innan 30 daga frd pvi ad honum er birt
stefna. Strax eftir ad honum hefur borist
slik tilkynning skal malshofdandi falla fra
malsh6fdun og skal pd deilan leyst med
gerd.

Pratt fyrir dkvedi 2. mgr. 18. gr. hér ad
framan, ma hvor adili sem er visa sérhverri
deilu til Gerdardémsstofnunar Verslunar-
radsins { StokkhOlmi til drlausnar sam-
kvemt reglum peirrar stofnunar svo sem
par eru i gildi 4 dagsetningu samnings
pessa, en med visan til reglna pessara telj-
ast peer hluti af pessari 3. mgr. 18. gr. Gerd-
ardomurinn skal skipadur premur gerdar-
démsmonnum og skal einn skipadur af
malshofdanda, annar af gagnadila og hinn
bridji, sem skal vera formadur, skal skipad-
ur sameiginlega af peim tveimur gerdar-
démsmonnum sem skipadir eru af adilum.
Ef malshofdandi og/eda gagnadili skipar
ekki gerdardomsmann af sinni halfu { kréfu
sinni og svari (svorum) eftir pvi sem vid 4,
skal hinn adili gerdardémsmalsins eiga rétt
4 ad leita til héradsdoms Reykjavikur um
ad skipa vidkomandi gerdarddomsmann. Ef
peir tveir gerdarddmsmenn sem adilar
skipa geta ekki komid sér saman um skip-
un pridja gerdardémsmanns, skal hann
skipadur af héradsdéomi Reykjavikur ad
beidni annars hvors adila. Pridji gerdar-
démsmadurinn, hvernig sem hann er skip-
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Article 18
Governing Law and Disputes

Section 18.1. This Agreement shall be governed

by and construed in accordance with the
law of the Republic of Iceland. Unless oth-
erwise stipulated in this Agreement
Icelandic law and regulations shall apply.

Section 18.2. Any dispute, claim or difference

arising out of or in connection with this
Agreement, including any question regard-
ing its existence, validity or termination
(“Dispute”), shall be subject to the exclu-
sive jurisdiction of the Icelandic courts
unless a Party prefers to submit it to arbi-
tration pursuant to Section 18.3. below and
gives notice in writing to that effect to the
other Parties. If a Party commences court
proceedings (“the Claimant Party”) in
respect of a Dispute and the opposing 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 18.3. Notwithstanding the provisions of

Section 18.2. above, any Dispute may, at
the instigation of a Party, be referred to and
finally resolved in accordance with the
arbitration 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 18.3. deemed to be incorporat-
ed by reference into this Section 18.3. The
Arbitration Tribunal shall consist of three
arbitrators, one of whom shall be appoint-
ed by the Claimant Party, another by the
Respondent Party and the third, who shall
act as Chairman, jointly by the two party
appointed arbitrators. If the Claimant Party
and/or the Respondent Party do not appoint
their arbitrator in their Request and Reply
respectively, the other Party to the arbitra-
tion shall have the right to apply to the
District Court of Reykjavik for it to appoint
the relevant arbitrator. If the two party-
appointed arbitrators cannot agree upon the
appointment of the third arbitrator, he shall
be appointed by the District Court of
Reykjavik at the request of either Party.
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18.4.

18.5.

18.6.

adur, skal hvorki vera af sama pj6derni og
adilar ad samningi pessum, né af sama
pj6derni og einhver sameigendanna {
Fjardadli sf., nema adilar komist ad sam-
komulagi um annad. Gerdarddmsmenn
skulu fullnegja hefisskilyrdum 6. gr. laga
um samningsbundna gerdardéma nr. 53/
1989. Gerdardomsmedferd skal eiga sér
stad { Reykjavik og fara fram 4 ensku.

Nu fellur gerdardomsmadur frd, sem upp-
haflega var skipadur af annadhvort mals-
hofdanda eda gagnadila, eda hann er eda
verdur ostarthaefur, og skal pa gerdardéms-
madur skipadur { hans stad af peim adila
sem upphaflega skipadi hann. Ef adilinn,
sem upphaflega skipadi hann, skipar ekki
gerdardomsmann { hans stad innan edlilegs
tima, skal hinn adilinn ad gerdarddmsmed-
ferdinni eiga rétt 4 ad leita til héradsdéms
Reykjavikur um ad skipa stadgengil. Nu
fellur pridji gerdarddmsmadurinn frd, eda
er eda verdur Ostarfhafur, og skal pa gerd-
ardémsmadur skipadur i hans stad af hér-
adsdoémi Reykjavikur ef gerdarddmsmenn-
irnir tveir, sem skipadir voru af adilum,
geta ekki komid sér saman um stadgengil.
Adilar skuldbinda sig hér med, ad pvi er
vardar gerdardomsmal sem hofoad er skv.
3. mgr. 18. gr. pessa samnings, ad hlita nid-
urstodu gerdardomsins 4n tafar og afsala
sér hvers kyns rétti til pess ad afryja nokkru
alitamdli um stadreyndir mélsins eda laga-
atridi ad pvi marki sem hagt er ad afsala
sér slikum rétti svo ad gilt sé. Adilar sam-
pbykkja ad drskurdir, sem kvednir eru upp
vardandi gerdardomsmadl, sem hofoad er
skv. 3. mgr. 18. gr., séu endanlegir og bind-
andi fyrir adila frd peim degi sem beir eru
kveonir upp.

Sérhver adili samningsins sampykkir al-
mennt hvers kyns réttartrradi eda birtingu
stefnu { tengslum vid mélshofoun gegn sér.
Sérhver adili afsalar sér hér med dafturkall-
anlega, ad pvi marki sem 16g heimila { 16g-
sogu peirri par sem malsh6foun kann ad
eiga sér stad eda par sem domi eda gerdar-
domstrskurdi kann ad vera framfylgt, ad
pvi er vardar hann sjélfan, tekjur hans og
eignir (4n tillits til notkunar peirra eda datl-
adrar notkunar), allri fridhelgi & grundvelli
fullveldis eda 4 60rum svipudum grund-
velli ad pvi er vardar;
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The third arbitrator however appointed
shall not be of the same nationality as that
of the Parties to this Agreement, nor as that
of any Partner in Fjardadl sf., unless the
Parties otherwise agree. The arbitrators
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 18.4. In the event that an arbitrator, orig-

inally appointed by either the Claimant
Party or Respondent Party, dies, or is or
becomes unable to act, a replacement arbi-
trator shall be appointed by the original
appointing Party. If the original appointing
Party does not appoint a replacement arbi-
trator within a reasonable time, the other
Party to the arbitration shall have the right
to apply to the District Court of Reykjavik
for it to appoint the replacement arbitrator.
In the event that the third arbitrator dies or
is or becomes unable to act, a replacement
arbitrator shall, in the absence of agree-
ment by the two party appointed arbitra-
tors, be appointed by the District Court of
Reykjavik.

Section 18.5. The Parties hereby undertake, in

relation to arbitration proceedings com-
menced under Section 18.3. 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 18.3. are final
and binding on the Parties as from the date
they are made.

Section 18.6. Each of the Parties hereto consents

generally to the giving of any relief or the
issue of any process in connection with
proceedings against it. Each of the Parties
hereby irrevocably waives, to the fullest
extent permitted by the law of any juris-
diction in which proceedings may be taken
or any judgement or arbitral award
enforced, with respect to itself and its rev-
enues and assets (irrespective of their use
or intended use), all immunity on the
grounds of sovereignty or other similar
grounds from;
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18.7.

18.8.

19.1.

(a) birtingu stefnu eda annarra skjala er
varda malshofoun og hvers kyns frid-
helgi frd 16gsdogu, malssékn eda doms-
uppkvadningu;

(b) 16gsogu sérhvers démstols par sem leit-
a0 er fullnustu;

(c) 16gbann, skipun um efndir in natura,
eda endurheimt eigna;

(d) fjarnami eda kyrrsetningu 4 eignum; og
(e) framkvemd eda fullnustu hvers kyns
déms eda gerdardomsurskurdar sem
hann, tekjur hans eda eignir gatu ann-
ars purft ad pola.
Sérhver adili sampykkir med oafturkraefum
hetti, ad pvi marki sem hann getur svo
framkvaemanlegt sé, ad hann muni ekki
krefjast neinnar slikrar fridhelgi.
N hefur gerdarddmsmadl skv. 3. mgr. 18.
gr. verid hofdad, en eigi flutt, og upp kem-
ur Oonnur deila milli adila, sem einhver
peirra vill leggja { gerd, og eru adilar pa
sammadla um ad sidara malid skuli samein-
ad hinu fyrra.

Deilur milli Alcoa, Fjardadls sf., Alcoa 4 Is-
landi ehf. og/eda Reydardls ehf. verda ekki
leystar 4 grundvelli pessarar 18. greinar.

19. gr.

Ovidradanleg atvik (Force majeure).

[ samningi pessum eru 6vidradanleg 6fl hér
med skilgreind & pann veg ad pau taki til
ofridar (hvort sem um yfirlyst strid er ad
reda eda ekki), styrjaldaradgerda, hersetu,
byltinga, uppreisna, borgarastyrjalda,
6eirda, upppota, fjoldauppndms, muiges-
inga, sjordnsadgerda, skemmdarverka,
geislavirkni, farsoétta, sprenginga, eldsvoda,
jaroskjalfta, eldgosa, storma, fl6dbylgna,
fl60a, mikillar isingar, purrka, eldinga, sétt-
kvia, flutningsbanna, almennrar stodvunar
4 flutningum eda siglingum, eda hvers kyns
amota tilvika, sem ekki er unnt ad koma {
veg fyrir eda hafa stjérn 4 med edlilegum
radum af halfu pess adila sem fyrir verdur,
og 1 pessu tilliti skulu 6vidradanleg o6fl
einnig taka til allsherjarverkfalla, stad-
bundinna verkfalla, vidskiptabanna, verk-
banna eda améta vinnutruflana 4 Islandi
sem adili sd, er fyrir sliku verdur, hefur
ekki getad komid { veg fyrir eda haft stjérn
4 pott hann hefdi beitt 6llum edlilegum rad-
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(a) service of process or other documents
relating to proceedings and any immu-
nity from jurisdiction, suit or judge-
ment;

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

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

(d) attachment of its assets; and

(e) execution or enforcement of any judge-
ment or arbitral award to which it or its
revenues or assets might otherwise be
subjected.

Each Party hereby irrevocably agrees, to

the fullest extent it may effectively do so,

that it will not claim any such immunity.

Section 18.7. If an arbitration under Section 18.3

has been commenced, but not yet argued,
and a subsequent Dispute between the
Parties arises for which any Party desires
to invoke arbitration, the Parties agree that
such subsequent Dispute will be joined to
the existing arbitration.

Section 18.8. Disputes among Alcoa, Fjardadl sf.,

Alcoa 4 Islandi ehf. and/or Reydarél ehf.
must not be resolved under this Article 18.

Article 19
Force Majeure

Section 19.1. For the purposes of this Agreement,

Force Majeure is hereby defined to mean
hostilities (whether or not a state of war is
declared), warlike operations, military
occupation, revolution, insurrection, civil
war, riot, rebellion, civil commotion, mob
violence, acts of piracy, acts of sabotage,
radioactivity, plague, explosion, fire, earth-
quake, volcanic eruption, windstorm, tidal
wave, flood, severe icing conditions,
drought, lightning, quarantine, embargo,
general suspension of transportation or
navigation, or any similar event which is
beyond the reasonable control of the Party
affected and for said purpose Force
Majeure shall also include general strikes,
local strikes, boycotts, lock-outs or similar
labour disturbances in Iceland which the
Party affected could not, by taking all rea-
sonable measures available to it have pre-
vented or controlled, but only for such peri-
od as such Party shall remain unable to
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19.2.

19.3.

19.4.

20.1.

um, sem honum voru tiltek, en eingdngu
um pann tima sem adilanum var okleift ad
binda enda 4 4standid med 6llum raunhef-
um rddum sem honum voru tiltek.

Eigi skal misbrestur eda adgerdarleysi af
hélfu adila um ad efna nokkra skuldbind-
ingu sina samkvamt samningi pessum telj-
ast vanefnd 4 slikri skuldbindingu, ef og ad
pvi leyti, sem misbresturinn eda adgerdar-
leysid er af voldum 6vidrddanlegra afla.
S4 aoili sem bera vill fyrir sig 6vidradan-
leg 6fl samkvaemt bpessari grein skal hafa
sonnunarbyrdi um tilvist slikra 6vidradan-
legra afla. Misbrestur eda adgerdarleysi
skal, ad pvi er grein pessa vardar, pvi ad-
eins teljast vera af voldum 6vidrddanlegra
afla a0 sa adili, sem hlut 4 ad slikum mis-
bresti eda adgerdarleysi, sanni (a) ad mis-
brestur hans eda adgerdarleysi sé bein af-
leiding af Ovidrddanlegum O6flum eins og
pau eru skilgreind { 1. mgr. 19. gr. hér ad
framan, og (b) ad hann hafi synt hafilega
adgaslu og gripid til allra annarra rada,
sem edlileg mega teljast, til pess ad fordast
slikan misbrest eda adgerdarleysi.

Sérhver adili samnings bessa skal dn
astedulausra tafa tilkynna hinum adilunum
um Ovidradanleg 6fl sem valda misbresti
eda adgerdarleysi um ad efna eigin skuld-
bindingar hans samkvamt samningi pess-
um. Jafnframt skal s4 adili gera allar raun-
hafar radstafanir til ad minnka ahrif pessa
misbrests eda adgerdarleysis um ad efna
eigin skuldbindingar ad fullu. S4 adili sem
ber fyrir sig 6vidradanleg 6fl skal tilkynna
hinum adilunum pegar vidkomandi adsted-
um af voldum 6vidrddanlegra afla er lokid
og gera allar rddstafanir, sem med sann-
girni md telja { hans valdi standa, til ad
hefjast handa um ad efna ad nyju skuld-
bindingar sinar samkvemt samningi pess-
um med sem minnstum mogulegum téfum.

20. gr.
Samningstimi.
Samningur pessi tekur gildi pann dag sem
adilar undirrita hann, sbr. p6 2. mgr. 16. gr.
Greinar samnings bessa nr. 7, 8, 9, 10, 11,
12, 13, 14 og 15. skulu, & umsémdum af-
hendingardegi rafmagns, teljast hafa tekid
gildi afturvirkt frd peim degi sem Fjardadl
sf. og Alcoa 4 Islandi ehf. voru stofnud og
Reydarali ehf. var breytt { einkahlutafélag.
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effect a termination thereof by taking all
reasonable measures available to it.

Section 19.2. No failure or omission by a Party

to perform any of its obligations pursuant
to this Agreement shall be considered a
default in the performance of such obliga-
tions if and insofar as any such failure or
omission is caused by Force Majeure.

Section 19.3. The Party alleging the existence of

Force Majeure for the purposes of this
Article shall have the burden of establish-
ing 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 estab-
lish (a) that the failure or omission is the
direct result of Force Majeure as defined in
Section 19.1 above, and (b) that it has exer-
cised due care and has taken all reasonable
alternative measures to avoid such failure
or omission.

Section 19.4. Each Party hereto shall promptly

give notice to the other Parties of Force
Majeure causing any failure or omission in
the performance of its own obligations
under this Agreement. Such Party also shall
make all reasonable efforts to mitigate the
effect of its failure or omission to perform
in full. The Party claiming Force Majeure
shall give notice to the other Parties of the
cessation of the relevant event of Force
Majeure and shall, take all reasonable steps
within its power to resume with the least
possible delay the performance of its obli-
gations under this Agreement.

Article 20
Contract Period

Section 20.1. Subject to Section 16.2., this

Agreement shall become effective on the
date of signature by the Parties. Articles 7,
8 9, 10, 11, 12, 13, 14 and 15 of this
Agreement shall, on the Permanent
Delivery Date, be deemed retroactively to
have become effective on the date of for-
mation of Fjardaal sf. and Alcoa 4 Islandi
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20.2.

20.3.

20.4.

20.5.

21.1.

22.1.

Samningur pessi gildir { tuttugu (20) ar fr4
umsomdum  athendingardegi rafmagns
(,,upphaflegur gildistimi®), sbr. p6 5. mgr.
20. gr., en fellur pa dr gildi eda framleng-
ist { samrami vid 4. mgr. 20. gr.

Verdi rafmagnssamningurinn af einhverj-
um 4stedum felldur dr gildi 4dur en upp-
haflegur gildistimi rennur tt, skal Fjardadl
sf. eiga pess kost hvenar sem er ad segja
samningi pessum upp med skriflegri til-
kynningu til rikisstjérnarinnar um upp-
sOgnina.

Hvenar sem er medan meira en eitt ar er
eftir af upphaflegum gildistima samnings
bessa skv. 2. mgr. 20. gr. og rafmagnssamn-
ingurinn er enn { gildi, er Fjardadli sf. og
sameigendunum heimilt, ad framlengja
samning pennan um tuttugu (20) 4r til vid-
bétar med somu skilmdlum og skilyrdum,
nema adilar sampykki nyja skilmdla og
skilyrdi. Akvedi Fjardadl sf. og sameigend-
urnir ad framlengja ekki samninginn ber
peim ad tilkynna pad skriflega til rikis-
stjérnarinnar eigi sidar en einu 4ri 4dur en
upphaflegum gildistima hans lykur.

Gildistimi samnings pessa skal framlengj-
ast um jafnlangt timabil og &vidrddanleg
ofl vara samkvemt einhverjum verkefnis-
samninganna.

21. gr.
Gildir textar.
Opinber tungumdl samnings pessa skulu
vera enska og islenska, og skulu badi mal-
in teljast jafngild. Ef 6samraemi eda mis-
reemi reynist milli hins enska og islenska
texta skal enski textinn gilda.

22. gr.
Framsal.

Réttindi og skuldbindingar samkvaemt
samningi pessum skal enginn adili geta
framselt, flutt eda falid 60rum an sampykk-
is hinna adilanna, og sérhvert meint fram-
sal eda flutningur 4n sliks sampykkis skal
vera 6gildur og 6virkur med 6llu. Ekki skal
med Osanngjornum hetti synja um slikt
sampykki eda draga pad.
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ehf. and on the date of transformation of
Reydaral hf. into Reydaral ehf.

Section 20.2. Subject to Section 20.5., this

Agreement shall continue in force for
twenty (20) years from the Permanent
Delivery Date (“the Initial Term”), and
shall then expire or be extended according
to Section 20.4. of this Agreement.

Section 20.3. If the Power Contract is terminat-

ed before the expiry of the Initial Term for
any reason, FjarOadl sf. shall have the
option at any time to terminate this
Agreement by giving the Government writ-
ten notice of such termination.

Section 20.4. At any time prior to one year before

the end of the Initial Term of this
Agreement pursuant to Section 20.2.,
Fjardadl sf. and the Partners may, if the
Power Contract is in effect, extend this
Agreement for an additional period of
twenty (20) years on identical terms and
conditions, unless the Parties agree on new
terms and conditions. If Fjardadl sf. and the
Partners decide not to extend the
Agreement, they shall give notice thereof
in writing to the Government not less than
one year prior to the expiration of the
Initial Term.

Section 20.5. The term of this Agreement shall

be extended by a period of time equal to
the duration of an event of Force Majeure
under any of the Project Agreements.

Article 21
Official Texts

Section 21.1. The official languages of this

Agreement shall be English and Icelandic,
each of which shall be equally authentic. In
case of any inconsistency or conflict
between the English and the Icelandic
texts, the English language text shall gov-
ern.

Atrticle 22
Assignment

Section 22.1. The rights and obligations under

this Agreement shall not be assigned, trans-
ferred or delegated by any Party without
the consent of the other Parties, and any
purported assignment or delegation without
such consent shall be void and of no effect.
Such consent shall not be unreasonably
withheld or delayed.
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22.2.

22.3.

23.1.

23.2.

Hafi rafmagnssamningurinn verid fram-
seldur er Fjardadli sf. og sameigendunum
heimilt, prétt fyrir dkvadi 1. mgr. 22. gr.,
ad framselja samning pennan, og 6ll pau
réttindi sem hann veitir, &n sampykkis rik-
isstjornarinnar, (i) til fyrirtekis { eignar-
tengslum vid Alcoa sem er sjalfstedur
skattadili med adsetur 4 Islandi, (i) til
banka sem tryggingu fyrir hvers kyns fjar-
mognun sem tengist verkefninu, eda (iii) til
Landsvirkjunar sem tryggingu fyrir skuld-
bindingum Fjardadls sf. skv. rafmagns-
samningnum. Ef gengid er ad tryggingum
skv. lidum (ii) eda (iii) hér ad framan, sam-
pykkir rikisstjérnin framsal réttinda og
skuldbindinga Fjardadls sf. og sameigend-
anna, eftir pvi sem vid 4, samkvaemt samn-
ingi pessum til fyrirtekis/fyrirtekja med
adsetur 4 Islandi sem eignast hlutdeild
Fjardadls sf. 1 verksmidjunni { kjolfar pess
ad gengid er ad tryggingunum.

Komi til framsals skv. 2. mgr. 22. gr. og fari
rikisstjornin, bankarnir og/eda Landsvirkj-
un fram a slikt, skulu vidkomandi adilar
gera beinan samning par sem stadfest eru
réttindi bankanna og/eda Landsvirkjunar
sem kveoid er 4 um { samningi pessum, p.4
m. réttur bankanna og/eda Landsvirkjunar
til pess ad framselja réttindi sin til annars
adila sem beir tilnefna.

23. gr.

Breytingar og endurskodun.
Samningi pessum verdur adeins breytt med
skriflegum og logformlega undirritudum
vidaukasamningi sem samningsadilar gera
me0 sér. Gerdar kunna ad verda breytingar
4 vidauka A 60ru hvoru med samkomulagi
milli adila { samreemi vid skilmdla hans.
Vid gerd samnings pessa vidurkenna adilar
ad ekki sé raunhaft ad hyggjast setja fram
akvadi um hvernig bregdast skuli vid 6llu
pvi sem upp getur komid 4 gildistima hans.
Lysa adilar yfir peim dsetningi sinum ad
samningnum verdi beitt med sanngirni {
skiptum peirra og 4n pess ad hagsmunir
annars hvors peirra bidi tjon af, pegar tek-
10 er tillit til pess hvernig skipt er pvi hag-
redi og peirri dhettu sem af honum leidir.
Fari p6 svo ad 6venjulegir atburdir verdi,
sem adilar hofou ekki stjérn 4, hofou ekki
leitt hugann ad og ekki var med sanngirni
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Section 22.2. Notwithstanding Section 22.1., if

the Power Contract is assigned, this
Agreement, and rights accruing hereunder,
may be assigned by Fjardadl sf. and the
Partners without the Government’s con-
sent, (i) to an Alcoa Affiliate which is a tax-
able entity with residence in Iceland, (ii) to
Banks as security for any financing relat-
ing to the Project or, (iii) to Landsvirkjun
as security for Fjardadl sf.’s obligations
under the Power Contract. Upon enforce-
ment of the security under (ii) or (iii)
above, the Government shall consent to the
transfer of Fjardadl sf.’s, and the Partners’,
as the case may be, rights and obligations
under this Agreement to any company(ies)
with residence in Iceland which acquire(s)
Fjardadl sf.’s interest in the Plant as a result
of such enforcement.

Section 22.3. In the event of an assignment pur-

suant to Section 22.2, if requested by the
Government, Banks and/or Landsvirkjun,
the Parties involved shall enter into a direct
agreement, confirming the rights of the
Banks and/or Landsvirkjun as provided for
in this Agreement and, inter alia, the rights
of the Banks and/or Landsvirkjun to trans-
fer their rights to any entity designated by
them.

Article 23
Amendments and Review

Section 23.1. This Agreement may be amended

solely by a supplemental agreement duly
entered into in writing between the Parties.
Annex A may be amended from time to
time by agreement of the Parties in accor-
dance with its terms.

Section 23.2. 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 this Agreement shall be
operated between them with fairness and
without detriment to the interests of either
of them, taking into account the allocation
of benefits and risks ensuing from it.
Should however the occurrence of extraor-
dinary events beyond the control of the
Parties, not contemplated and not reason-
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23.3.

23.4.

24.1.

unnt ad @tlast til ad peir s&ju fyrir, og slik-
ir atburdir raski jafnvaegi samnings pessa i
grundvallaratridum og valdi bar med
6sanngirni hvad snertir skiptingu hagradis
og dhattu milli adila, munu adilar eiga med
sér vidredur i gédri trd og leita eftir megni
samkomulags um breytingu 4 samningi
pessum til ad upprata orsok eda orsakir
slikrar 6sanngirni. Adilar hafa sérstaklega
sampykkt ad til slikra 6venjulegra atburda
teljist m.a. allar grundvallarbreytingar inn-
an 4lidnadarins og/eda hekkun eda lekkun
4 islenskri byggingavisitdlu sem er umfram
tuttugu og fimm présent (25%) 4 fyrsta 5
(fimm) ara timabilinu sem hefst 4 umsomd-
um afhendingardegi rafmagns og sidan 4
hverju 5 (fimm) 4ra timabili. Fari svo ad
adilar verdi ekki 4sdttir um ad ésanngirni
s€ til ad dreifa, eda um orsakir hennar eda
afleidingar, getur hvor peirra um sig lagt
pann 4greining i gerd eins og kvedid er 4
um { 3. mgr. 18. gr. samnings bessa.

Pratt fyrir framangreint, getur enginn adili
borid fyrir sig dkveaedi 2. mgr. 23. gr. fyrir
1. juali 2015, né heldur oftar en einu (1)
sinni & upphaflegum gildistima samnings
pessa eda oftar en tvisvar (2svar) 4 hverj-
um framlengingartima skv. 4. mgr. 20. gr. {
samningi pessum. Pratt fyrir framangreint
er adilum heimilt ad bera fyrir sig dkvedi
2. mgr. 23. gr. ad pvi [er] vardar breyting-
ar 4 byggingarvisitolu eftir hvert fimm (5)
ara timabil, talid fra umsomdum afhend-
ingardegi rafmagns. Ndnar tiltekid ma
fyrsta endurskodun eiga sér stad arid 2012,
ba 2017, 2022 og ad lokum 2027.

Adilar hafa samid um og sampykkt dkvedi
bessarar 23. greinar { fullri vitneskju um
akvedi 36. gr. laga nr. 7/1936 um samn-
ingsgerd, umbod og Ogilda 16ggerninga,
med dordnum breytingum skv. 16gum nr.
11/1986 og logum nr. 14/1995. Akvadi
bessarar 23. greinar skulu koma { stad
akveda 36. gr. nefndra laga.

24. gr.
Tilkynningar.
Hvers kyns tilkynningar, sem &skildar eru
eda heimiladar samkvamt samningi pess-
um, skulu sendar bréfleidis eda med bréf-
sima og stadfestar skriflega og teljast gild-
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ably 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 unfairness. The Parties have
specifically agreed that such extraordinary
events shall include, but not limited to, any
fundamental change in the aluminum
industry, and/or any increase or decrease in
the Icelandic Building Cost Index which
exceeds twenty five percent (25%) for the
first 5 (five) year period starting from the
Permanent Delivery Date and thereafter for
each 5 (five) year period. In the event that
the Parties are unable to agree as to the
existence of such unfairness or as to the
causes or effects thereof, such dispute may
be referred by either Party to arbitration as
provided in Section 18.3. of this
Agreement.

Section 23.3. Neither Party may invoke the pro-

visions of Section 23.2. prior to July 1 2015
or more than one (1) time during the Initial
Term of this Agreement or more than two
(2) times during the extension period sub-
ject to Section 20.4. of this Agreement.
Notwithstanding the foregoing, the parties
may invoke the provisions of Section 23.2
with respect to changes in the Building
Cost Index after every five (5) year period,
starting from the Permanent Delivery date.
Specifically, the first review may take place
in the year 2012, then 2017, 2022 and final-
ly 2027.

Section 23.4. The provisions of this Article 23

have been negotiated and agreed in full
knowledge by all Parties of the provisions
of Article 36 of Act No. 7/1936 on
Contracts, as amended by Act No. 11/1986
and Act No. 14/1995. The provisions of
this Article 23 shall be in substitution of the
provisions of Article 36 of said Act.

Article 24
Notices

Section 24.1. Any notice required or permitted to

be given hereunder shall be in writing or
by telefax to be confirmed in writing and
shall be valid and sufficient if dispatched
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24.2.

24.3.

ar og fullnegjandi ef per eru sendar med
abyrgdarflugposti ad greiddu burdargjaldi
eda med bréfsima og stadfestar { dbyrgdar-
flugpdsti med eftirfarandi utandskrift:

Til rikisstjérnarinnar:

Idnadar- og vidskiptardduneyti

Arnarhvoli

IS 150 Reykjavik

Islandi

Bréfsimi: +354 562 1289

Til Alcoa:

Alcoa Inc.

201 Isabella Street
Pittsburgh, PA, 15212

USA

Bréfsimi: +1 (412) 553 4820

Til Fjardadls sf.:
Fjardadl sf.
Hallveigarstig 1

101 Reykjavik
ISLANDI

Bréfsimi: +354 511 7901

Til Alcoa 4 Islandi ehf.:
Alcoa 4 Islandi ehf.
Hallveigarstig 1

101 Reykjavik
ISLANDI

Bréfsimi: +354-511-7901

Til Rey0ardls ehf.:
Reydaral ehf.
Hallveigarstig 1

101 Reykjavik
ISLANDI

Bréfsimi: +354-511-7901

eda med annarri utandskrift og/eda bréf-
simanimeri, sem vidkomandi adili kann ad
tilkynna hinum adilanum/adilunum um
med peim hetti sem kvedid er 4 um hér ad
framan.

Peir adilar sem eiga rétt 4 a0 f4 tilkynning-
ar, sem d4skildar eru eda heimiladar sam-
kvemt samningi pessum, geta afsalad sér
peim rétti skriflega, annadhvort fyrir eda
eftir pann dag sem 4skilid er eda heimilad
ad senda tilkynninguna.

Tilkynningar samkvamt pessum samningi
skulu teljast hafa verid veittar pegar tiu
(10) almanaksdagar eru lidnir fr4 postlagn-
ingu eda 4 nasta virka degi frd sendingu
med bréfsima, enda hafi { tilvikum begar
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by registered air mail, postage prepaid or
by telefax to be confirmed by such regis-
tered mail, addressed as follows:

If to the Government:

Ministry of Industry and Commerce
Arnarhvoli

IS 150 Reykjavik

Iceland

Telefax: 354 562 1289

If to Alcoa:

Alcoa Inc.

201 Isabella Street
Pittsburgh, PA, 15212
USA

Telefax: 1 412 553 4820

If to Fjardadl sf.:
Fjardaal sf.
Hallveigarstigur 1

101 Reykjavik
ICELAND

Telefax: 354-511-7901

If to Alcoa 4 Islandi ehf.:
Alcoa 4 Islandi ehf.
Hallveigarstigur 1

101 Reykjavik
ICELAND

Telefax: 354-511-7901

If to Reydardl ehf.:
Reydaral ehf.
Hallveigarstigur 1

101 Reykjavik
ICELAND

Telefax: 354-511-7901

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

Section 24.2. Notices required or permitted under

this Agreement may be waived, in writing,
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 24.3. Notices given as herein provided

shall be considered to have been given ten
(10) calendar days after the mailing there-
of or the next following business day after
dispatch if sent by telefax, provided that in
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um simbréf er ad reda i raun borist stad-
festing 4 tilkynningunni med abyrgdarbréfi.

25. gr.
Ymis dkveedi.

25.1. Samningur pessi skal undirritadur og af-
hentur af adilum { premur (3) eintdkum,
einu fyrir rikisstjérnina og tveimur fyrir
Alcoa, Fjardadl sf. og sameigendurna sam-
an. Sérhvert eintak telst frumrit og jafngilt
hinum eint6kunum.

25.2. Hver samningsadili skal afhenda hinum ad-
ilunum 16gfradilegar alitsgerdir 4 pvi formi
sem adilar komast ad gagnkvaemu sam-
komulagi um.

25.3. Rikisstjérnin hefur tilkynnt Eftirlitsstofnun
EFTA um skilmdla og skilyrdi patttoku
sinnar (p.m.t. patttoku rikissjods, sveitarfé-
lagsins og hafnarsj6ds) i verkefninu 4
grundvelli verkefnasamninganna. Samhlida
undirritun samnings pessa skal rikisstjorn-
in afhenda Alcoa, Fjardadli sf. og sameig-
endunum afrit af tilkynningunni og jafn-
framt upplysa um nidurstodu Eftirlitsstofn-
unar EFTA.

25.4. Fjartadl sf. og sameigendurnir skulu vid
undirritun samnings pessa leggja fram afrit
af sameignarsamningi Fjardadls sf. og afrit
af sampykktum Alcoa 4 Islandi ehf. og
Reydarals ehf.

PESSU TIL STADFESTU hefur samningur pessi
verid undirritadur fyrir hond rikisstjérnar Islands,
Alcoa, Fjardadls sf. og sameigendanna pann dag
sem { upphafi greinir, { premur eintokum.

F.H. RIKISSTJIORNAR
ISLANDS
Valgerdur Sverrisdéttir
Idnadarradherra

F.H. ALCOA INC.
Alain J.P. Belda
CEO

FH. FJARDAALS SF.
B. Michael Baltzell
Director
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the case of telefax the confirmation by reg-
istered mail is actually received thereafter.

Article 25
Miscellaneous Provisions

Section 25.1. This Agreement shall be signed and
delivered by the Parties in three (3) copies,
one for the Government and two for Alcoa,
Fjardadl sf. and the Partners together. Each
such signed and delivered copy shall con-
stitute an authentic original of equal valid-
ity.

Section 25.2. Each Party shall deliver to the other
Party legal opinions in the form the Parties
mutually agree on.

Section 25.3. The Government has notified the
EFTA Surveillance Authority of the terms
and conditions of its involvement (includ-
ing the involvement of the Treasury,
Township and the Harbour Fund) in the
Project through the Project Agreements.
The Government shall concurrently with
the signing of this Agreement provide a
copy of such notification to Alcoa, Fjardaal
sf. and the Partners, and shall at the same
time inform such Parties of the decision of
the EFTA Surveillance Authority.

Section 25.4. Fjar0adl sf. and the Partners shall
concurrently with the signing of this
Agreement table a copy of Fjardadl sf.’s
partnership agreement and copies of the
by-laws of Alcoa 4 Islandi ehf. and
Reydaral ehf.

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

FOR THE GOVERNMENT OF
ICELAND:
By: Valgerdur Sverrisdottir
Minister of Industry

FOR ALCOA INC.
By: Alain J.P. Belda
Chairman & C.E.O.

FOR FJARDAAL SE.
By: B. Michael Baltzell
Director
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F.H. ALCOA A [SLANDI EHF.
B. Michael Baltzell
Director

F.H. REYDARALS EHF.
B. Michael Baltzell
Director

Vidaukar:

Vidauki A — Meginreglur um vidskiptaskilmaéla
og milliverd.

Vidauki B — Sundurlidun 4 varanlegum rekstrar-
fjarmunum verksmidjunnar og fyrningartafla.
Vidauki C — Lysing 4 mannvirkjum.
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FOR ALCOA A ISLANDI EHF
By: B. Michael Baltzell
Director

FOR REYDARAL EHF
By: B. Michael Baltzell
Director

Annexes:

Annex A — Arm’s Length Principles and Transfer
Pricing Guidelines

Annex B — Breakdown of Plant Fixed Assets and
Depreciation Schedule

Annex C — Facility Description
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Vidauki A
vid fjarfestingarsamninginn.

Meginreglur um vidskiptaskilmala
og milliverd.

Til frekari skyringar hafa adilar sampykkt eft-
irfarandi vidmidunarreglur um vidskiptaskilmala
og meginreglur um milliverd 1 skattalegu tilliti
skv. 5. gr. samnings bessa.

1. gr. Rekstur verksmidjunnar og 6l fjarmalavid-
skipti Fjardadls sf. og sameigendanna { tengslum
vid hann skulu byggjast 4 (i) gédum reiknings-
skilavenjum sem gilda um idnfyrirteki af somu
sterd og edli og Fjardadl sf. og (ii) hlutlegum
vidmidunum, par sem vid 4 og samberilegum
vidskiptum vid pridja adila og/eda almennum
upplysingum sem lysa vidskiptum milli 6skyldra
adila ad pvi er vardar 6ll vidskipti Fjardadls sf.
og sameigendanna, pannig ad fylgt sé eftirfarandi
grundvallarreglum { 6llum tilvikum:

a) Vergar tekjur af solu als skulu byggjast annad-
hvort 4 medalstadgreidsluverdi nastlidins
mdnadar fyrir higedail 4 London Metal
Exchange (,LME HG Cash*) med videigandi
alagi fyrir gadi, eins og verdid er birt { ritinu
Metal Bulletin, i kaflanum ,,Non-Ferrous Pri-
mary Metals, Base Metals* eda 4 ,,Midwest*-
verdi eins og pad er birt { Platts Metals Week
undir yfirskriftinni ,MW US Market“ { kafl-
anum ,,Major Metals®, eftir 4fangastad. Verd-
10 skal had, en ekki takmarkast af, leidrétting-
um fyrir tollum, flutningskostnadi, blondu,
gaedum og formi, svo og sambarilegum gjold-
um eda alagi, dsamt leidréttingum vegna solu-
kostnadar eda annarri adferdafredi sem sam-
komulag n@st um, i péknunarskyni fyrir slika
pjénustu i samremi vid gildandi venjur um
vidskipti milli 6skylda [6skyldra] adila.

b) Tekni — Fjardadl sf. verdur pétttakandi { al-
pjodlegum kostnadarskiptasamningum Alcoa
sem kveda 4 um ad alverksmidjur deili med
sér eignarhaldi og kostnadi { tengslum vid pré-
un 4ltekni.

¢) Péknanir fyrir stjérnunaradstod eda adra pjén-
ustu verda innheimtar med peim hetti sem
tidkast { sambearilegum alpjédlega vidur-
kenndum vidskiptum milli 6skyldra adila {
I6ndum OECD og { samremi vid dkvedi 2.
gr. hér 4 eftir.

d) Vextir skulu taka mid af lanshafismati og edli-
legum fjarmognunarkostnadi og afborgunar-
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ANNEX A
To the Investment Agreement

Arm’s Length Principles and Transfer
Pricing Guidelines
For further clarification the Parties have agreed
on the following guidelines regarding arm’s
length dealing and transfer pricing principles for
taxation purposes pursuant to Article 5 of this
Agreement:

Clause 1. The Plant operation and all related
financial transactions of Fjardadl sf. and the
Partners shall be based upon; (i) generally
accepted accounting principles applicable to
industrial companies of the size and character of
Fjardadl sf., and (ii) objective standards, where
appropriate and applicable third party compara-
bles and/or publicly available data, reflecting
arm’s-length dealing with respect to all transac-
tions of Fjardaal sf. and the Partners, giving
effect in all events to the following principles:
a) Gross revenues from the sales of aluminum
will be based on either the London Metal
Exchange High Grade average cash price for
the preceding month (“LME HG Cash”) price
and applicable HG duty paid premium as pub-
lished by Metal Bulletin in section Non-
Ferrous Primary Metals, Base Metals, or
Midwest price as published by Platts Metals
Week under section Major Metals as “MW US
Market”, based on the destination. Such price
shall be subject to, but not limited by, adjust-
ments for customs duty, freight, alloy, quality
and shape, and other similar charges or pre-
miums, as well as an adjustment for selling
expenses or other agreed-upon methodology
to compensate for such services consistent
with current arm’s length practices;

b) Technology — Fjardadl sf. will participate in
Alcoa’s global cost sharing agreements under
which aluminum smelters share in the owner-
ship and cost of developing aluminum tech-
nology;

¢) Fees for management assistance or other serv-
ices will be charged as practiced in similar
internationally recognized commercial, arm’s
length dealings within the OECD-countries
and in accordance with the provisions of
Clause 2 hereinafter;

d) Interest rates will reflect the credit rating and
normal financing costs and debt amortization
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tima fyrir Fjardadl sf. og sameigendurna sem
dotturfélog sem eru alfarid { beinni eda
6beinni eign Alcoa.

e) Kostnadarverd strdls sem Alcoa eda félog {
eignatengslum vid Alcoa utvega Fjardadli [sf.]
greidist skv. dkvaedum 3. gr. hér ad nedan; og

f) Kostnadur af forskautum (rafskautum) sem
Alcoa eda félog 1 eignatengslum vid Alcoa ut-
vega Fjardadli [sf.] greidist skv. dkvaedum 4.
gr. hér ad nedan; og

2. gr. AD pvi er vardar c-1id 1. gr. veita stjorn-

deildir Alcoa eda félaga { eignatengslum vid

Alcoa Fjardadli [sf.] eftirfarandi pjénustu 4

kostnadarverdi (eda 4 kostnadarverdi med dlagn-

ingu, eftir pvi hver veitir pjénustuna), { samremi

vid opinberar reglur sem gilda um adilann sem

bjénustuna veitir:

+ Sameiginlega fjdrmalapjénustu (vidskipta-
mannabdkhald, launabdkhald o.fl.)

o 1ogfredipjonustu

* alpjodleg upplysingakerfi

+ starfsmannahald

» umbhverfismdl, 6ryggi og heilsuvernd 4 vinnu-
stad

 innkaup

o fjarmal (skattamdl, innri endurskodun o.fl.)

* stjérnun

Listinn er @tladur til hlidsjénar en er ekki tem-
andi.

3. gr. AD pvi er vardar e-1id 1. gr., ad pvi marki

sem Alcoa eda fyrirteki { eignatengslum vid

Alcoa utvega surdl til Fjardadls sf. skal verdid

sem Fjardadl sf. greidir vera sem svarar vegnu

medalverdi frd Alcoa til 6skyldra adila 4 vidkom-
andi almanaksari.

a) Par sem Alcoa og fyrirteki { tengslum vid
Alcoa eru sterstu sdluadilar surdls til 6skyldra
adila, er vegid medalverd si vidmidun sem
gefur réttasta mynd vardandi verd til 6skyldra
adila midad vid OECD og 6nnur opinber verd-
vidmid, par sem litid er 4 sambarilega eda
frjalsa verdlagningu sem @skilegustu viomio-
un til ad dkvarda milliverd.

b) Vegid arlegt medalmilliverd Alcoa verdur
stadfest til rikisstjornarinnar i lok hvers ars af
l6ggiltum endurskodendum Alcoa, og skal pad
lagt til grundvallar af 16ggiltum endurskod-
anda, sem tilnefndur er samkvemt 3. mgr. 5.
gr. i fjarfestingarsamningnum, sem skal hafa
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schedules for Fjardadl sf. and the Partners, as
direct or indirect wholly owned subsidiaries of
Alcoa;

e) The cost of alumina supplied to Fjardail sf. by
Alcoa or Alcoa Affiliates will be charged in
accordance with the provisions of Clause 3
hereinafter; and

f) The cost of anodes supplied to Fjardadl sf. by
Alcoa or Alcoa Affiliates will be charged in
accordance with the provisions of Clause 4
hereinafter.

Clause 2. For the purposes of clause 1 (c), the

following services will be rendered by adminis-

trative departments within Alcoa or Alcoa

Affiliates and charged to Fjardadl sf. at cost (or

cost plus a margin, depending on the provider),

in accordance with governmental rules and reg-

ulations applicable to the provider:

 financial shared services (A/R, A/P, payroll,
etc.)

o legal

+ global information systems

+ human resources

» environmental health and safety

+ procurement
» finance (tax, internal audit, etc.)
» business unit management

This list is illustrative and not intended to be
all-inclusive.

Clause 3. For purposes of Clause 1 (e), to the
extent that Alcoa or Alcoa Affiliates supply alu-
mina to Fjardadl sf., the price paid by Fjardaal sf.
will be the weighted average price charged by
Alcoa to third party purchasers during such cal-
endar year.

a) As Alcoa and Alcoa Affiliates are the largest
suppliers of alumina to third parties, the use
of such weighted average price is the most
representative arm’s length price under
OECD, and other governmental, transfer pric-
ing policies which regard the use of such
Comparable Uncontrolled Prices as the pre-
ferred transfer pricing methodology.

b) Alcoa’s annual weighted average “transfer
price” will be certified to the Government
after the end of each year by Alcoa’s inde-
pendent public accounting firm, to be used by
the independent public accountant appointed
pursuant to Section 5.3. of the Investment
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edlilegan adgang ad bokhaldi Fjardadls sf. og
sameigendanna 4 venjulegum vinnutima {
hdsakynnum peirra { pessu skyni.

¢) Komi til pess ad sala frd Alcoa til 6skyldra ad-
ila fari nidur fyrir eina milljén tonna 4 éri,
skulu adilar sameiginlega tilnefna sérfreding
um milliverdlagningu til pess ad finna videig-
andi adferd til ad dkvarda kjor milli 6skyldra
adila og tryggja ad verdlagning milli fyrir-
tekja Alcoa samremist grundvallarreglum
OECD um vidskipti milli 6skyldra adila og
videigandi opinberum vidmidunarreglum um
milliverd og skila greinargerd um nyjustu ad-
ferdir sem tidkast { pessum efnum.

4. gr. Gert er rdd fyrir ad Fjardaal sf. kaupi kol-

forskaut (rafskaut) fra oskyldum adilum. Ef

Fjardadl kaupir hins vegar kolforskaut frd Alcoa

eda félogum i eignatengslum vid Alcoa, skal

verdlagning { slikum kaupum taka mid af arlegu
medalverdi frd hinum 6skyldu adilum til Fjarda-
als sf., enda nemi slik kaup fra 6skyldum adilum

a.m.k. 25% af heildarkaupum. Ef kaupin eru inn-

an vid 25%, skulu pau eiga sér stad 4 grundvelli

sOlusamnings um forskaut sem gerdur er milli

Alcoa eda fyrirtekis { eignatengslum vid Alcoa

og Fjardadls sf., sem hér segir:

a. Verd forskautanna skal dkvardad med verd-
lagningaradferd sem gerir rad fyrir ad Alcoa
endurheimti allan beinan og 6beinan kostnad
og fai sanngjarnan ard af pvi fjarmagni Alcoa
sem notad er vid framleidslu forskautanna.
Verdlagningaradferdin skal byggjast 4 rann-
sokn sem gerd er af sérfredingi um milliverd-
lagningu sem hefur pekkingu 4 4l- og kola-
efnamarkadnum.

b. Verdlagningaradferdin skal fragengin og sam-
pykkt af adilum svo flj6tt sem vid verdur
komi®.

c. Beinn og O6beinn kostnadur félagsins, sem
milliverd forskautanna byggist 4, skal stad-
festur vid rikisstjornina { lok hvers ars af 16g-
giltum endurskodanda sem tilnefndur er af
Alcoa og hefur edlilegan adgang ad bdékhaldi
forskautaframleidandans og skal hann lagdur
til grundvallar af endurskodandanum sem til-
nefndur er samkvamt 3. mgr. 5. gr. { fjarfest-
ingarsamningnum.

S. gr. Adilar eru sammadla um ad forsendur pessa
vidauka byggjast 4 upplysingum sem { gildi eru
4 undirritunardegi samnings pessa og ad per
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Agreement, and having reasonable access dur-
ing normal business hours and at the entity’s
facilities to the books of Fjardadl sf. and the
Partners for this purpose.

¢) In the event that Alcoa’s third party sales of
alumina fall below one million tonnes per
year, the Parties will engage a mutually agreed
upon transfer pricing expert to determine an
appropriate arm’s length methodology to
ensure that its inter-company prices are in
compliance with arm’s length principles under
the OECD and appropriate governmental
transfer pricing guidelines, and will provide
contemporaneous documentation of such
methodology to the Parties.

Clause 4. It is anticipated that Fjardaal sf. will
purchase carbon anodes from third parties.
However, in the event that Fjardadl sf. purchas-
es carbon anodes from Alcoa or Alcoa Affiliates,
the pricing for such purchases will be at the
year’s average third party price so long as such
third party purchases account for at least 25% of
the total purchased. If such purchases are below
25%, then such supply shall be concluded on the
basis of an anode supply contract between Alcoa
or Alcoa Affiliates and Fjardadl sf. as follows:

a. The cost of such anodes shall be determined
using pricing formula that allows for the
recovery to Alcoa of all direct and indirect
costs and a reasonable return on the Alcoa
capital employed in the production of such
anodes. Such pricing formula will be based
upon a study conducted by a transfer-pricing
expert familiar with the aluminum and carbon
industry.

b. The anode pricing formula will be finalized
and agreed upon between the Parties, as soon
as practicable.

¢. The Company’s direct and indirect costs, upon
which the anode transfer price will be based,
shall be certified to the Government after the
end of each year by an independent public
accountant appointed by Alcoa having rea-
sonable access to the books of the anode pro-
ducer, to be used by the independent public
accountant appointed pursuant to Section 5.3.
of the Investment Agreement.

Clause 5. The Parties recognize that the premis-
es of this Annex A are based on assumptions in
effect as of the date of this Agreement and may
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kunni ad breytast fyrir umsaminn afthendingardag
rafmagns eda eftir hann. Adilar skuldbinda sig til
pess ad endurskoda vidauka pennan 4 fjogurra
ara fresti, hid minnsta, eda 60ru hverju eftir pvi
sem aOstedur gefa tilefni til. Ad lokinni slikri
endurskodun kunna adilar ad koma sér saman um
ad breyta vidaukanum ef porf krefur, en hvort
sem af sliku verdur eda ekki skulu 6ll 6nnur
akvedi fjarfestingarsamningsins halda fullu
gildi.

3. jali 2003

change prior to the Permanent Delivery Date or
thereafter. The Parties commit to review this
Annex A no less than every four years, or from
time to time, as facts and circumstances warrant.
After such review, the Parties may agree to
amend the Annex, if necessary, but in any event,
all other provisions of the Investment Agreement
shall remain in full force and effect.
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Vidauki B vid fjarfestingarsamninginn.

Sundurlidun & varanlegum rekstrarfjirmunum verksmidjunnar og fyrningartafla.
1. Varanlegir rekstrarfjarmunir, sem Fjardadl sf. mun eignast { tengslum vid byggingu verksmidjunn-
ar, verda byggingar og vélar og bunadur.

Adilar ad fjarfestingarsamningnum hafa datlad eftirfarandi hlutfoll fyrir sérhvern flokk varanlegra
rekstrarfjarmuna til nota sem fyrningargrunn vid 4lagningu skatta:

Byggingar . ............. ... .... 22% af heildarbyggingarkostnadi
Vélar ... ... 75% af heildarbyggingarkostnadi
Ahdldogteki .................. 3% af heildarbyggingarkostnadi

Raunveruleg hlutf6ll dkvardast af endanlegum byggingarkostnadi.

2. Innan sérhvers flokks framangreindra varanlegra rekstrarfjarmuna skulu eftirfarandi fyrningarhlut-
foll gilda samkvemt 38. gr. laga nr. 75/1981, med 4ordnum breytingum:

Varanlegir Acetlad hlutfall Fyrningarhlutfall Skv. 1. mgr. 38. gr.
rekstrarfjarmunir byggingarkostnadi  Lagmark Hamark laga, lio nr.

Byggingar
Stjornar- og
starfsmannaadstada 3% 1% 3% S.a
Vinnubuidir 1% 7,5% 10% 5d
Adrar byggingar 18% 3% 6% 5.b

Vélar

Vélbinadur 69% 5% 15% 3
Rafbiinadur 6% 10% 20% 4.b

i Ahold og teeki
Okuteeki 2% 10% 20% 4.b
Onnur 4hold og teki 1% 5% 15% 3
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Annex B to the Investment Agreement

Breakdown of Plant Fixed Assets and Depreciation
1. Fixed assets acquired by Fjardadl sf. relating to the erection of the Plant will consist of building
and machinery and equipment.

As a base for depreciation for tax purposes the Parties of the Investment Agreement have esti-
mated the following proportions for each category of fixed assets:

Buildings .................... 22% of total construction costs
Machinery. . . ........ . ... 75% of total construction costs
Equipment. . .................. 3% of total construction costs

Actual proportions will be determined by final construction costs.

2.  Within each category of the above mentioned fixed assets the following depreciation rates will
apply according to Article 38 of Act. No. 75/1981 as amended:

Estimated
Percentage of Acc. to, Art 38
Fixed assets constr.costs Depreciation rates paragraph 1
Min. Max. subparagraph No:

Buildings
Administration
and Personnel facilities 3% 1% 3% 5.a
Construction camp 1% 1.5% 10% 5.d
Other buildings 18% 3% 6% 5.b

Machinery
Mechanical installation 69% 5% 15% 3
Electrical installation 6% 10% 20% 4.b

Equipment
Mobile equipment 2% 10% 20% 4.b

Other equipment 1% 5% 15% 3
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[ pessum vidauka C vid fjdrfestingarsamninginn er ad finna samandregna lysingu 4 helstu mannvirkj-
um sem reist verda innan l6darinnar og hafnarsvadisins 4samt 6drum mikilvegum upplysingum um
pessi mannvirki sem lagdar eru til grundvallar vid dlagningu fasteignaskatts. Nimer 4 mannvirkjum
sem visad er til { toflunum eru pau somu og notud eru { 16darteikningunni fra Bechtel, dags. 21. agust

2002.

Vidauki C vid fjarfestingarsamninginn.

Lysing 4 mannvirkjum.

1. Mannvirki a 16dinni (heildarvirdi 250.000.000 Bandarikjadalir).

,LLO00“ merkir landsvadi ad Mjoeyri sem lyst er { 1. mgr. 2. greinar 160arsamningsins sem sam-
anstendur af landsspildum frd bylunum Sémastadagerdi, Somastodum og Hrauni, par sem verk-
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smidjan verdur stadsett, eins og ndnar er skilgreint og merkt inn 4 16darkortid.

Tafla 1 lysir helstu mannvirkjum 4 landi sem byggd verda innan marka l6darinnar.

Tafla 1. Mannvirki sem byggd verda a 16dinni:

Nidmer Steerd
mann- Heiti mannvirkis Lysing mannvirkis
virkis
100 Almennur Jofnun 160ar, sprengivinna, 879.549 m>
16darundirbiningur uppgroftur, sléttun yfirbords,
lekjahjaveitur, heflun, akvegir,
bilastedi, regnvatnslagnir,
lokajofnun, girding og
landslagsvinna fyrir
verksmidjuna.
310 Adveitustod Tengivirki, afridlar og 2.800 m”
yfirsveiflusiur
320 Kerskalar Tveir kerskdlar, heildarlengd 32.000 m?
1.090,2 m
321 Kerskdlar Yfirbygg0ir tengigangar milli 10.948 m*
bygginga
324 Bett strdl - geymsla | Fluoridblandad sdral. Fjogur silé | 4 x 350 tonn
og medhondlun
325 Mulid raflausnarefni - | Fjogur sil6 4 x 125 tonn
geymsla og
medhondlun
326 Bett strdl - geymsla | Flioridblandad sural til ad pekja | 4 x 35 tonn
og medhondlun raflausn i kerjum, fjorir geymar
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Annex C to the Investment Agreement

Facility description
This Annex C to the Investment Agreement includes a summary description of the main facilities to
be built within the Site and the Harbour Land as well as other significant data for these facilities used
as the basis for the municipal property tax. The facility numbers referred to in the tables are the same
as in the site plan by Bechtel, dated August 21, 2002.

1. Facilities on the Site (Total value 250,000,000 USD).

“Site” shall mean the area of land in Mjéeyri described in Section 2.1. of the Site Agreement
and consisting of tracts of land from the farmland of Sémastadagerdi, Sémastadir and Hraun on
which the plant is to be located, as more particularly defined and outlined on the Site Map.

Table 1 describes the main land facilities to be built within the Site boundaries.

Table 1. Facilities to be built on the Site:

Facility Size of
number | Title of facility Description facility
100 General Site Site leveling, rock blasting, 879,549 m”
Development excavation, grading, stream
diversion, finish grading, roads,
parking lots, storm drainage,
finish leveling, fencing and
landscaping for plant.
310 Substation Main switchyard, rectifiers and 2,800 m’
harmonic filters
320 Potline buildings Two potline buildings, total length | 32,000 m*
1.090,2 m
321 Potline buildings Covered passage ways between 10,948 m*
buildings
324 Fluorinated alumina | Four bins 4 x 350
storage and handling tonnes
325 Crushed bath Four bins 4x 125
storage and handling tonnes
326 Covering alumina - | Four bins 4x35
storage and handling tonnes
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Niimer Stoerd
mann- Heiti mannvirkis Lysing mannvirkis
virkis
327 Tolvuver kerskala 1.500 m”
328 Ferskt surdl - geymsla | Tvo sil6 vid kerskdla 2 x 750 tonn

og medhondlun
330 Gasmedhondlun { Tver purrhreinsieiningar og tveir
kerskadla 70 metra hdir skorsteinar
341 Pjonusta { kerskala Skrifstofur, tolvuver og 1.500 m’
vidhaldsverkst®di
344 Bygging fyrir 2.480 m*
deigluhreinsun
345 Vidgerdarverkstadi Vidhald kerpjénustubtinadar 1.296 m*
kerpjénustubtinadar
346 Vidhaldsverkstedi Vidhaldsverkstadi fyrir helsta 1.386 m’
kerbuinad
349 Geymsla Geymsla hettulegs drgangs 250 m”
440 Skautsmidja Samsetning bakskauta, blondun 4.128 m*
og geymsla 4 raflausnarefnum,
geymsla og medhondlun
forbakadra forskauta,
endurvinnsla skautleifa
470 Vorubrettageymsla Yfirbyggd geymsla fyrir 5.555m’
skautgaffla med aféstum
forskautum
500 Steypuskali Vatnskelikerfi, ofnasvadi, 12.000 m*
steypusv&di, malmgeymsla,
sorakling
600 Almenn pjonusta Stjérnunar- og pjénustubygging, | 7.650 m*
ranns6knastofa, heilsugaslustdo,
adalhlidvarsla, adalvorugeymsla,
eldsneytisstod, skrifstofur fyrir
vidhalds- og verkfredipjonustu,
a0alvidhaldsverkstaoi,
farartekjageymsla og
vidgerdarverkstaedi
700 Veitustodvar Ymis tengivirki fyrir rafmagn 3.020 m’
752 Vatnskerfi til eldvarna | Tankar, delur og dreifilagnir 640 m’
753 Neysluvatnskerfi Tankar, delur og dreifilagnir 832 m’
755 Geymsla og dreifing Delustod til geymslu
eldsneytis eldsneytisoliu (1.000 m?),
d1’§eloh’u (150 m3) og bensins (100
m")
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Facility Size of
number | Title of facility Description facility
327 Potline computer 1,500 m?

room
328 Fresh alumina Two bins 2x 750
storage tonnes
330 Potline gas Two dry scrubbers and two 70
treatment meter high stacks
341 Potline services Offices, computer room and 1,500 m?
maintenance shop
344 Crucible cleaning 2,480 m*
building
345 PTM repair building | Pot Tending Machine 1,296 m*
maintenance
346 Maintenance shop Potline major equipment 1,386 m’
maintenance shop
349 Storage Storage of hazardous or 250 m?
dangerous waste
440 Rodding shop Cathode assembly, bath 4,128 m*
processing and storage, baked
anode storage and handling,
anode butt recycling
470 Pallet storage Covered storage for rodded 5,555 m*
anodes.
500 Casthouse Cooling water system, furnace | 12,000 m*
area, casting area, product
storage, dross cooling
600 General services Administration and services 7,650 m’
building, laboratory, medical
and health center, main
gatehouse, plant warehouse,
fuel dispensing, maintenance
and engineering offices, central
maintenance shop, mobile
equipment storage and repair
700 Yard Utilities Various electrical substations 3,020 m?
752 Fire Water System | Tankage, pumps and 640 m*
distribution piping
753 Potable Water Tankage, pumps and 832 m’
system distribution piping.
755 Fuel storage and Tank farm for fuel oil storage
distribution (1.000 m®), diesel fuel storage
(150 m*) and gasoline storage
(100 m®)
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Nimer Staerd
mann- Heiti mannvirkis Lysing mannvirkis
virkis
757 Prystiloftskerfi 616 m”

760 Idnadarvatnskerfi Vatnsd®lustod til afyllingar 4 830 m”
kaelikerfi fyrir malmsteypu og
loftprystibtinad
763 Fraveitu- og Skolphreinsunarstod
hreinletiskerfi
764 Vatnspré Vatn ur regnvatnslognum 19.200 m*
766 Eimunarbinadur Sv&0i fyrir eimunarbinad 800 m’
767 Medhondlun Delur, tankar, hreinsibiunadur
regnvatns o.s.frv.
800 Medhondlun og Geymsla og medhondlun surdls, 2 x 60.000
geymsla hraefna tvo 60.000 m® geymslusilé og m’
geymsla og meShondlun 4 x 80
alfldorids, fjorir geymslutankar, tonn
80 tonn hver
2. Mannvirki a hafnarsvaedinu (Heildarvirdi 5.000.000 Bandarikjadalir).

,2Hafnarsvadid* merkir landsvadid ad Mjdeyri { Reydarfirdi par sem hofnin verdur stadsett, svo
sem ndnar er skilgreint og merkt inn 4 160arkortid.

Tafla 2 lysir helstu mannvirkjum vid hofnina sem byggd verda innan marka hafnarsvadisins.

Tafla 2. Mannvirki sem byggd verda a4 hafnarsvaedinu.
Niimer Heiti Lysing Staerd
mannvirkis mannvirkis mannvirkis
210 Mottaka og Sogdelulondunar- 1.000 tonn 4 Klst.
medhondlun bunadur, flutnings-
strdls binadur og feeribond,
pb.m.t. kranabrautir og
undirstodur
220 Oliumé6ttdkustdd | Deelustod til ad taka vid | 400 m”
eldsneytisoliu
250 Mottaka og Birgdageymslur, 17.000 m*
medhondlun skrifstofur,
ymissa efna geymslusvadi undir
beru lofti
270 Hlidvorslubygg- 630 m*
ing og slokkvi-
stoo
275 Vigt fyrir 60.000 kg
flutningabila
285 Tengivirki 4 384 m’
uppskipunar-
svaedi fyrir sural
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Facility Size of
number | Title of facility Description facility
757 Compressed Air 616 m’

System
760 Process Water Pump station for makeup water | 830 m*
System to Casthouse and air
compressor cooling system
763 Sewage and sanitary | Sewage Treatment Plant
System
764 Retention Pond Water from the storm drains 19,200 m*
766 Evaporator Evaporator Feed Tank, 300 m’
767 Storm Water Includes pumps, tanks, filter,
Treatment clarifier, filter press etc.
800 Raw Materials Alumina storage and handling, | 2 x 60,000
Handling and two 60.000 m’ storage bins, m’
Storage and aluminum fluoride storage
and handling, four bins at 80 4 x 80
tonnes each tonnes
2. Facilities on the Harbour Area. (Total value 5,000,000 USD).

“Harbour Area” shall mean the area of land at Mj6eyri in Reydarfjordur on which the harbour

will be located as more particularly defined and outlined on the Site Map.

Table 2 describes the main harbour facilities to be built within the Harbour Area boundaries.

Table 2. Facilities to be built on the Harbour Area.

Facility number Title of facility Description Size of facility
210 Alumina Suction unloader, 1,000 tph
receiving and transfer conveyor and
handling belt conveyor including
cranerails and
foundations
220 Oil receiving pump station for 400 m*
station receiving fuel oil
250 General Warehouses, offices, 17,000 m>
Materials, open air storage area
receiving and
handling
270 Port gate house 630 m”
and fire station
275 Truck scale 60,000 kg
285 Alumina 384 m’
unloading area
substation




