
 
 
 
 
 
 
 
 

Act on measures to assist individuals, households, and businesses  
due to extraordinary circumstances in the financial market 

No. 107/2009 
 
 

CHAPTER I 
General provisions. 

Article 1 
Objective. 

 The objective of this Act is to expedite the recovery of the Icelandic economy following the collapse of 
the banks and the currency in the autumn of 2008, and to establish balance between asset values and 
capacity to pay, on the one hand, and the financial obligations of individuals, businesses, and households, 
on the other. The Act provides for the measures and criteria to achieve this goal.  
 

Article 2 
Individuals and households. 

 In agreements between creditors and debtors concerning debt cancellation or amendments to the terms 
of bonds and loan agreements, primary consideration shall be given to adapting the debt to the relevant 
individual or household’s assets and capacity to pay. The aim shall be to maximise the mutual advantage 
to the parties of cancelling lost claims and avoiding unnecessary expense and inefficiency. Supervised 
financial market entities are authorised to formulate among themselves co-ordinated rules of procedure for 
debt mitigation, which shall remain in effect temporarily.  
 The rules of procedure adopted according to Paragraph 1 cover the following points, among others: 

1. Assessment of the debtor’s assets and liabilities. 
2. Assessment of the debtor’s capacity to pay, which shall take into account normal living expenses.  
3. Assessment of the debtor’s personal circumstances, including family type, housing, and special 

circumstances.  
4. Conditions that could be set for decisions on amendments to terms and conditions of bonds or 

loan agreements.  
5. Clarity and legitimacy of creditors’ demands.  
6. Impartiality in creditors’ decisions.  

 
Article 3 

Businesses. 
 Creditors shall adopt rules on debt restructuring and amendments to terms and conditions of bonds and 
loan agreements if these measures could result in debt cancellation or other concessions for debtors. The 
rules shall be accessible to borrowers and other customers.  
 The Financial Supervisory Authority shall approve the rules set by entities engaged in supervised 
activities as defined in Article 2 of the Act on Official Supervision of Financial Activities, no. 87/1998.  
 The rules according to Paragraph 1 shall cover the following items, among others:  



1. Assessment of the debtor’s assets and liabilities. 
2. Assessment of the debtor’s capacity to pay, which shall take into account the foreseeable cash 

flow of companies and the earning potential of individuals.  
3. Assessment of the debtor, management and owners of businesses.  
4. Conditions that could be set for decisions on amendments to terms and conditions of bonds or 

loan agreements.  
5. Clarity and legitimacy of creditors’ demands.  
6. Impartiality in creditors’ decisions.  
7. Competition considerations. 

 
CHAPTER II 

Monitoring of special measures. 
Article 4 

Monitoring committee. 
 The Minister of Economic Affairs shall appoint a professional committee that will monitor the 
implementation of special debt mitigation measures; cf. Chapter I. The committee shall comprise three 
members: an economist, an accountant, and an individual who meets the eligibility requirements for the 
office of District Court Judge. The last of these shall chair the committee. The committee’s monitoring 
role extends only to supervised entities in the financial market; cf. the Act on Official Supervision of 
Financial Activities, no. 87/1998.  
 The Ministry of Economic Affairs shall defray the cost of the committee’s activities. The committee 
shall operate under the auspices of the Minister. The Ministry shall also contribute to the committee the 
services of a staff member who shall prepare its meetings and furnish and process the information 
necessary for the committee’s activities.  
 The Minister shall set a regulation on the work of the monitoring committee, in consultation with 
stakeholders.  
 
  

Article 5 
Role of the monitoring committee. 

 The monitoring committee according to Article 4 shall monitor and investigate, on its own initiative, 
whether supervised entities in the financial market enforce the co-ordinated rules that may be adopted on 
the basis of Article 2 and the rules according to Article 3, Paragraph 2. The committee shall also gauge 
whether debtors are treated in a fair and equitable manner during the implementation of special measures. 
 The committee shall collaborate with the agent, if any, who represents the customers of the financial 
undertaking concerned. 
 The committee may request documents concerning decisions taken on the basis of Chapter I. The 
provisions of Article 58 of the Act on Financial Undertakings, no. 161/2002, shall not prevent the 
committee from receiving documents or having access to meetings. The committee shall be bound by an 
obligation to observe confidentiality concerning all documents and information of which it may become 
aware during the course of its activities.  
 If the committee considers that the co-ordinated rules according to Article 2 and the rules adopted on 
the basis of Article 3, Paragraph 2 are not followed or that non-discrimination is not observed, it shall so 
inform the Minister by means of a [written] opinion. If an alleged violation is in contravention of the rules 
adopted on the basis of Article 3, Paragraph 2, the committee shall also submit its opinion to the Financial 
Supervisory Authority. The committee shall observe confidentiality, however, in the preparation of 
opinions and shall ensure that it does not provide information that could identify the customer concerned.  
 If the committee suspects that, during the implementation of the rules, a supervised entity’s legally 
required capital base is eroded or its operations compromised in some other respect, it shall so notify the 
Financial Supervisory Authority.  



 The committee shall submit a report to the Minister on the implementation of the provisions of Chapter 
I no later than March 1, 2010, and the Minister shall present it before Althingi. The Minister may also 
request a report from the committee after that time and shall also present any such report before Althingi.  
 

CHAPTER III 
Amendments to the Act on Smoothing of Mortgage Loans to Individuals, no. 63/1985. 

Article 6 
 Article 2, Paragraph 1 of the Act shall read as follows: 
 This Act applies to indexed loans granted to individuals by government-operated credit institutions, 
pension funds, and financial undertakings licensed to operate in Iceland under the Act on Financial 
Undertakings, and secured with a lien on real property in Iceland. Payment smoothing shall be applied to 
all such loans unless the borrower has explicitly that he be exempted from the measure. Amendments 
made to the terms and conditions of loan agreements due to payment smoothing shall be made at no 
charge to the borrower.  
 

Article 7 
 A new temporary provision shall be added to the Act. It shall read as follows: 
 Notwithstanding the provisions of Article 5, Paragraph 4 of the Act, the repayment period for the debt 
remaining on an individual’s netting account after the original loan period has ended shall never exceed 
three years for loan agreements concluded prior to the entry into force of this Act. The balance remaining 
on the netting account at the end of three years following the end of the original loan period shall be 
cancelled and deleted from lien registers.  
 

CHAPTER IV 
Amendments to the Housing Act, no. 44/1998. 

Article 8 
 A new paragraph shall be inserted after Article 47, Paragraph 2, and it shall read as follows: The 
Housing Financing Fund is authorised to negotiate with individuals for the cancellation of a portion of 
their debt to the Fund against payment of balances in arrears, provided that debt cancellation is an element 
in co-ordinated measures adopted by creditors, including financial undertakings, in connection with 
comprehensive financial restructuring for the party in question. The Housing Financing Fund is also 
authorised to write off outstanding collateralised claims in accordance with the provision of the Act on 
Smoothing of Mortgage Loans to Individuals, no. 63/1985, and the provisions of the Act on Temporary 
Mitigation of Residential Mortgage Payments, no. 50/2009.  
 

Article 9 
 The following amendments shall be made to Article 48 of the Act: 

a. A new sentence shall be inserted after the first sentence of Paragraph 1 and shall read as follows: 
The Board of the Housing Financing Fund is also authorised to grant debt restructuring loans for a 
period of up to 30 years to borrowers with loans for construction or purchase of rental housing, 
and to borrowers with pre-existing rental property loans that have been taken over by the Housing 
Financing Fund, in order to relieve temporary financial difficulties.  

b. Two new sentences shall be added to Paragraph 2, as follows: It is permissible to defer part or all 
of payments temporarily; e.g. so that the borrower pays only interest and indexation on interest. 
The Board of the Housing Financing Fund is authorised to defer a portion of the payment by 
transferring a portion of the outstanding balance to a netting account, cf. Act no. 63/1985, and to 
decide that the repayment of the loan shall accord with the debt service reference, which shall be 
based on the portion of the outstanding balance not transferred to the netting account.  

c. The first sentence of Paragraph 6 shall read as follows: The Board of the Housing Financing Fund 
is authorised to defer borrowers’ payments on loans taken for construction or purchase of rental 



housing, or on pre-existing loans that the Housing Financing Fund has taken over, wholly or in 
part; e.g. due to temporary financial difficulties.  

d. A new paragraph shall be inserted after Paragraph 6, and shall read as follows:  
 The Board of the Housing Financing Fund is authorised to decide that the provisions of the 
Act on Payment Smoothing, cf. Act no. 63/1985, with subsequent amendments, shall also apply to 
loans extended to municipalities, undertakings, or organisations for the construction or purchase 
of rental apartments, provided that the objective of such authorisation is that the payment 
smoothing directly affect rent amounts or residence rights payments.  

 
CHAPTER V 

Entry into force. 
Article 10 

 This Act shall enter into force at once. Chapters I and II shall expire on December 31, 2011.  
 

Temporary provisions 
I. 

 Upon the entry into force of this Act, the Minister shall appoint a task force comprising members from 
all political parties represented in Althingi, as well as experts and stakeholder representatives. The task 
force shall evaluate the progress in implementing the Act and shall examine issues that arise during 
implementation, as well as issues related to document registration and the status of lower-priority lien 
holders, competition law issues related to the Act, and the need to place restrictions on the period of 
validity of the Act.  
 The task force shall also investigate the establishment of a new office of debtors’ ombudsman, whose 
duties shall include protecting the interests and rights of debtors; attempting to ensure that the effect of the 
Act is consistent with its objectives; attempting to ensure that non-discrimination, fairness, and 
transparency are practised in communications and contractual agreements between financial undertakings 
and debtors; and receiving and handling comments and cases concerning the misapplication of the Act.  
 The task force shall submit to the Minister its preliminary recommendations and draft of amendments 
to the Act, as the occasion requires, but no later than March 1, 2010, and subsequently, as needed. The 
Minister shall then present to Althingi a bill of legislation amending the Act.  
 

II. 
 The Minister shall seek ways to address shortages in long-term financing in the residential mortgage 
market and ensure that financial undertakings and the Housing Financing Fund are able to finance and 
refinance mortgage loans.  
 The Minister shall present a bill of legislation on this subject before Althingi. 
 
 

[This translation is published for information only.  
The original Icelandic text is published in the Law Gazette. 

In case of a possible discrepancy, the original Icelandic text applies.] 


	CHAPTER I: General provisions.
	CHAPTER II: Monitoring of special measures.
	CHAPTER III: Amendments to the Act on Smoothing of Mortgage Loans to Individuals, no. 63/1985.
	CHAPTER IV: Amendments to the Housing Act, no. 44/1998.
	CHAPTER V: Entry into force.

