DECLARATION
BY THE PRESIDENT OF I CELAND

(OFFICIAL TRANSLATION)

The collapse of our banks and the difficulties followinghe tvake
of the world economic crisis have created profound diffiesil Although
the Icelandic state has undertaken various liabildfess magnitude
greater than those involved in the Icesave case, theedebahis case has
become the focus regarding how we deal with the challehtiee past
and also of the future.

The Althingi has now again passed legislation on this maftkis
amends the current law, the Act No. 96/2009, which the Altlpagsed
on 28 August and which was based on agreements with the Govésnme
of the United Kingdom and the Netherlands. The Presiggrbaed that
Act on 2 September, with a reference to a special statem

Following the passing by the Althingi of the new Act on 30
December, the President has received a petition, signaldduy a quarter
of the electorate, calling for the Act to be subjected teferendum. This
is a far larger proportion of the electorate than theroin that has been
referred to in declarations and proposals from the polpiagles.

Public opinion polls indicate that the overwhelming mi&oof the
nation is of the same opinion. In addition, declaratioade in the
Althingi and appeals that the President has received fidmidual
Members of Parliament indicate that the majority ofNteanbers are in
favour of holding such a referendum.

Since the new Act was passed by the Althingi, the Presidenhad
extensive discussions with Ministers in the Governm¢iteland: the
Prime Minister, the Minister of Finance, the Minister Foreign Affairs
and the Minister of Economic Affairs.



It is the cornerstone of the constitutional structufrthe Republic of
Iceland that the people are the supreme judge of tiityadf the law.
Under the Constitution, which was passed on the foundatithe o
Republic in 1944, and which over 90% of the nation appraved
referendum, the power which formerly rested with thdiAlji and the
King was transferred to the people. It is then the respoity of the
President of the Republic to ensure that the nai@nexercise this right.

At this crucial juncture it is also important to empbkaghat the
recovery of the Icelandic economy is a matter ofl uitgency. Clearly,
agreement with other nations and good cooperation witmatienal
organizations and all other parties that have an influendée country’s
economy and financial standing are preconditions for tesvery. The
solution of the Icesave dispute is a part of suchrenbmious process. It is
also a prerequisite for the nation to be able to regmiimimer strength as
soon as possible and embark, in collaboration with others, on
programme of recovery which will secure the welfareé prosperity of
all people in Iceland. Inthe President’'s declaratioh 8eptember 2009,
it was stated that the solution would have to “take atcotthe fair
rights of the nation, Iceland’s interests in the yedrsad and a shared
international responsibility.”

It has steadily become more apparent that the people must be
convinced that they themselves determine the future colinse.
involvement of the whole nation in the final decisiothisrefore the
prerequisite for a successful solution, reconciliatiot covery.

In the light of all the aforesaid, | have decided, accortbniyrticle
26 of the Constitution, to refer this new Act to the peoptestated in the
Constitution, the new Act will nevertheless beconve dad the
referendum will take place “as soon as possible.”

If the Act is approved in the referendum then natyrialvill remain
in force. If the referendum goes the other way, therAct No. 96/2009,
which the Althingi passed on 28 August, on the basis of the angnet
with the Governments of the United Kingdom and the Netheld, will
continue to be law, recognizing that the people of Iceland ackagwel
their obligations. That Act was passed by the Althinighwhe



involvement of four of the parliamentary parties, asest in the
President’s declaration of 2 September.

Now the people have the power and the responsibility in hiaads.

It is my sincere hope that this decision will lead to perend
reconciliation and prosperity for the people of Icelandhatsame time
laying the foundations for good relations with all otheiares.

Bessastadir, 5 January 2010

Olafur Ragnar Grimsson



