IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11

deCODE genetics, Inc. ' Case Ne. 09-14063 (PIW)

Debtor.
Objection Deadline: 1/7/2010 at 4:00 p.m. (EST)
Hearing Date: 1/14/201¢ at 4:00 p.m, (EST)

S v et St s’ “omippae’ e

NOTICE OF MOTION AND HEARING

PLEASE TAKE NOTICE that on December 31, 2009, deCODE genetics, Inc.
(the “Debtor™) filed the Motion of Debtor and Debtor in Possession for Entry of an Order
Authorizing Debtor to Reject Certain Change in Control Benefits Plan (the “Motion™) with

the United States Bankruptcy Court for the District of Delaware (the “Bankruptcy Court™).

PLEASE TAKE FURTHER NOTICE that objections or responses to the Motion,
if any, must be made in writing, filed with the Bankruptey Court, and served so as to be received
by the undersigned counsel to the Debtor on or before January 7, 2010 at 4:00 p.m. (Eastern
Standard Time).

PLEASE TAKE FURTHER NOTICE that a hearing with respect to the Motion
will be held on January 14, 2010 at 4:00 p.m. (Eastern Standard Time) before The Honorable
Peter J. Walsh at the Bankruptey Court, 824 Market Street, 6" Floor, Courtroom 2, Wilmington,

Delaware 19801.

' The debtor in this case, along with the last four digits of the federal tax identification number for the
debtor, is deCODE genetics, Inc. (6704).

Date filed: 12/31/09
Docket #: 129
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PLEASE TAKE FURTHER NOTICE THAT IF NO OBJECTIONS TO

THE MOTION ARE TIMELY FILED, SERVED AND RECEIVED IN ACCORDANCE

WITH THIS NOTICE, THE BANKRUPTCY COURT MAY GRANT THE RELIEF

REQUESTED IN THE MOTION WITHOUT FURTHER NOTICE OR HEARING.

Dated: December 31, 2009
Wilmington, Delaware

RLF1 3522840v [

Respectfully submitted,

ift‘w/ /\ ‘tl’;’f.rd

Mafk D. Collins (Nd. 2981)

Christopher M. Samis (No. 4909)
Zachary 1. Shapiro (No. 5103)

Travis A. McRoberts (No. 5274)
RICHARDS, LAYTON & FINGER, P.A.
One Rodney Square

520 North King Street

Wilmington, Delaware 19801

Telephone: (302) 651-7700

Facsimile: (302)651-7701

Attorneys for the Debtor and
Debtor in Possession



IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: )  Chapter 11
)
deCODE genetics, Inc. ' }  Case No. 09-14063 (PJW)
)
)
Debtor. ) Objection Deadline: 1/7/200% at 4:00 p.m. (EST)
) Hearing Date: 1/14/2009 at 4:00 p.m. (EST)
MOTION OF DEBTOR AND

DEBTOR IN POSSESSION FOR ENTRY OF AN ORDER
AUTHORIZING DEBTOR TO REJECT CHANGE IN CONTROL BENEFITS PLAN

The above-captioned debtor and debtor in possession (the “Debtor”) files this
motion (the “Motion™) for entry of an order, substantially in the form attached hereto as Exhibit
A (the “Order™), authorizing it to reject that certain Change in Control Benefits Plan, effective as
of November 6, 2007, a copy of which is attached hereto as Exhibit B (the “Plan™). In support
of the Motion, the Debtor respectfully states as follows:

JURISDICTION

The Court has jurisdiction to consider this matter pursuant to 28 U.S.C. § 1334
This matter is a core proceeding within the meaning of 28 U.S.C. § 157(b)(2). Venue is proper
in this district pursuant to 28 U.S.C. §§ 1408 and 1409.

GENERAL BACKGROUND

i On November 16, 2009, the Debtor filed a voluntary petition for relief
under chapter 11 of title 11 of the United States Code, 11 U.S.C. §§ 101-1532 (the “Bankruptey
Code™. The Debtor continues to operate its business and manage its properties as a debtor in

possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. An official

' The debtor in this case, along with the last four digits of the federal tax identification number for the
debtor, is deCODE genetics, Inc. (6704)
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committee of unsecured creditors was appointed on December 1, 2009. No trustee or examiner
has been appointed in this chapter 11 case.

2. The Debtor has executed an asset purchase agreement (the “Stalking
Horse APA™) with Saga Investments LLC (“Saga™) for the sale (the “Sale™) of (a) all of the
equity interests of Islensk erfdagreining ehf (“ehf™), a subsidiary of the Debtor, and (b) all
intellectual property rights and other tangible and intangible assets of the Debtor and its direct
and indirect U.S. subsidiaries related to (i) the business conducted by eht and its subsidiary or (ii)
certain drug compounds. The Debtor has also entered into a debtor-in-possession financing
credit agreement with Saga whereby Saga, as DIP lender, will provide a loan in an aggregate
amount not to exceed $11,117,928 in accordance with an agreed-upon budget.

3. On November 18, 2009, the Debtor filed the Motion of Debtor and Debtor
in Possession for Entry of Orders (I) Approving Bidding Procedures for the Sale of Certain
Assets of the Debtor Free and Clear of All Liens, Claims and Interests Pursuant to Section 363
of the Bankrupicy Code, (II} Approving Certain Bidding Protections, (III} Approving the Form
and Manner of Notice of the Sale and Assumption and Assigrnment of Executory Contracts and
Unexpired Leases, (IV) Scheduling an Auction and Sale Hearing and (V) Approving Such Sale
[Docket No. 28] (the “Sale Motion™). Pursuant to the Sale Motion, the Debtor sought entry of (i)
an order (a) approving, among other things, the proposed bidding procedures, as well as certain
proposed bid protections, each in connection with the Sale and (b) scheduling an auction (the
“Auction™) and a hearing (the “Sale Hearing™) to consider approval of the Sale (the “Bidding

Procedures Order™); and (ii} an order approving the Sale to Saga pursuant to the Stalking Horse

APA or such other party that is the successful bidder at the Auction.
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4, On December 11, 2009, the Court entered the Bidding Procedures Order
[Docket No. 88]. Pursuant to the Bidding Procedures Order, the Court, among other things,
scheduled the Auction, to the extent necessary, for January 12, 2010 at 10:00 a.m. (EST) and the
Sale Hearing for January 14, 2010 at 4:00 p.m. (EST). Following consummation of the Sale, the
liquidation of the Debtor and its subsidiaries will be completed pursuant to a plan of liquidation
for the benefit of the Debtor’s economic stakeholders.

DESCRIPTION OF THI PL.AN

5. The Plan is an agreement that is intended to provide specified benefits in
connection with a Change in Control® of the Debtor and its direct and indirect subsidiaries
(collectively, the “Corporation™) to certain employees who are members of the Corporation’s

management (the “Eligible Employees™). The express purpose of the Plan is to, among other

things, “provide [Eligible Employees] with compensation arrangements upon a change in control
of the Corporation which provide such individuals with financial security of their jobs and
benefits.” See Plan § 2.1(c). A Change in Control, includes, among other things, a situation
wheie the Debtor “is liquidated or sells or otherwise disposes of substantially all of its assets in a
single transaction or a series of related transactions.” Plan § 3.4. The payments and/or other
benefits due to the Eligible Employees upon a Change in Control include, among other things,
the vesting of stock options or other equity plans, lump sum severance payments and certain
insurance-related benefits (collectively, the “Payments™). See Plan, Art. [V.

RELIEF REQUESTED

6. On December 30, 2009, in accordance with Article VI of the Plan, the

Board terminated the Plan. See Plan, Art. VI. However, to the extent such termination is later

* Capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in the
Change in Control Benefits Plan.
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deemed to be ineffective, the Debtor hereby requests authorization to reject the Plan pursuant to
section 365 of the Bankruptey Code in an abundance of caution.

BASIS FOR RELIEF

7. Section 365(a) of the Bankruptcy Code provides that a debtor in
possession3 “subject to the court’s approval, may assume or reject any executory contract or
unexpired lease of the debtor.” 11 U.S.C. § 365(a).

8. Under section 365 of the Bankruptcy Code, a debtor may exercise its
business judgment to reject executory contracts and thereby relieve the estate of burdensome

agreements which have not been completely performed. See N.L.R.B. v. Bildisco, 465 U.S. 513,

523 (1984); Sharon Steel Corp. v. Nat’l Fuel Gas Distrib. Corp., 872 F.2d 36, 39-40 (3d Cir.

1989); Glenstone Lodge. Inc. v. Buckhead Am. Corp. (In re Buckhead Am. Corp.), 180 B.R. 83,

88 (. Del. 1995); In re I1I Enters.. Inc.. V, 163 B.R. 453, 469 (Bankr. E.D. Pa.), aff 'd sub nom,

Puebio Chem., Inc., 169 B.R. 551 (E.D. Pa. 1994).
9. This is not a strict standard. The business judgment test “requires only
that the [debtor-in-possession] demonstrate that rejection of the contract will benefit the estate.”

Wheeling-Pittsburgh Steel Corp. v. West Penn Power Co. (In re Wheeling-Pittsburgh Steel

Corp.), 72 BR. 846 (Bankr. W.D. Pa. 1987) (citation omitted). Generally, courts defer to a
debtor in possession’s business judgment to reject an executory contract or lease. See Bildisco,

465 U.S. at 525; Wheeling-Pittsburgh Steel Corp., 72 B.R. at 849. To that end, the Court “will

not substitute [its] own business judgment for that of the debtor . . . unless the {debtor’s] decision
is so unreasonable that it could [only be based] on bad faith or whim.” [II Enters., 163 B.R. at

469 (citations omitted). Upon a finding that a debtor has exercised its sound business judgment,

3 Although section 365(a) of the Bankruptey Code refers to a “trustee” only, a debtor in possession in a
chapter 11 case has the rights and powers, and performs the functions, of a trustee, including rejecting an executory
contract. 11 U.S.C § 1107(a)

RLFI 3514995y 5



a court will approve the rejection of an executory contract under section 365(a) of the

Bankruptcy Code. See Bildisco & Bildisco, 465 U.S. at 523 (recognizing the “business

judgment” standard used to approve rejection of executory contracts and unexpired leases).
Under this standard, this Court should approve the rejection of the Plan.

10. The Debtor has reviewed the Plan and has determined, in the exercise of
its sound business judgment, to reject the Plan.' Namely, the Debtor is concerned that certain
events in the Debtor’s chapter 11 case, including the Sale, may result in a Change in Control.
Pursuant to the terms of the Plan, to the extent the Plan has not already been validly terminated,
this would result in the vesting of the Eligible Employees’ right to Payments.

11.  As an initial matter, most of the Eligible Employees will likely remain in
the employ of the ultimate purchaser after the consummation of the Sale. Thus, in the event that
Eligible Employees receive the Payments, such payments can only be described as a windfall.
One of the express purposes of the Plan is to provide Eligible Employees with financial security
and not with a windfall. See Plan § 2.1(c). Accordingly, in these circumstances the functioning
of the Plan achieves an unintended, superfluous result.

12.  Finally and more importantly, the Payments will necessarily be made from
assets that would otherwise be available for distribution to the Debtor’s legitimate stakeholders.
Thus, if the Payments are made, they would significantly reduce the assets available for
distribution to such stakeholders. Given that the Payments will likely amount to a windfall for
Eligible Employees, such a result is inequitable and runs at direct cross purposes with the

underlying tenets of the Bankruptcy Code.

' Moreover, and as stated above, on December 30, 2009, the Board terminated the Change in Control
Benefits Plan in accordance with the terms thereof.
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13.  For the above-mentioned reasons, the Debtor believes that it is appropriate
for the Court to approve the rejection of the Plan to the extent the Plan has not already been
validly terminated.

REQUEST FOR WAIVER OF STAY

14.  In addition, by this Motion, the Debtor seeks a waiver of any stay of the

effectiveness of the Order. Pursuant to Rule 6004(h) of the Federal Rules of Bankruptcy

Procedure (the “Bankrupicy Rules™), “[a]n order authorizing the use, sale, or lease of property
other than cash collateral is stayed until the expiration of 14 days after entry of the order, unless
the court orders otherwise.” To the extent the rejection of the Plan may be construed as a “use”
of property of the estate or otherwise implicate Bankruptcy Rule 6004(h), the Debtor respectfully
requests a waiver of Bankruptcy Rule 6004(h). If the Order is deemed effective immediately
upon entry, it will reduce any ambiguity associated with the rejection of the Plan and/or the
making of the Payments pursuant to the Plan. Accordingly, the Debtor submits that ample cause
exists to justify a waiver of the fourteen-day stay imposed by Bankruptcy Rule 6004(h).

RESERVATION OF RIGHTS

15.  The Debtor has or may have claims against the counterparties to the Plan
arising under, related to the rejection of, or independent of, the Plan. The Debtor does not waive
any such potential claims by filing this Motion or by rejecting the Plan.

16. In addition, and as stated above, this Motion is being filed out of an
abundance of caution given that, on December 30, 2009, the Plan was terminated in accordance
with Article VI thereof. To that end, nothing herein shall be construed as a concession by the

Debtor that the Plan has not been terminated. Rather, the Debtor expressly reserves all rights
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with respect thereto including, without limitation, its rights to seek a later determination of these
issues and 1ts rights to dispute the validity, status, characterization or enforceability of the Plan.
NOTICE

17. The Debtor will provide notice of this Motion, via overnight mail, to:
(a) the Office of the United States Trustee for the District of Delaware, (b)the Official
Committee of Unsecured Creditors, {¢) counsel to Saga, (d) the Eligible Employees, and (e)
parties that have requested notice pursuant to Bankruptcy Rule 2002, The Debtor respectfully
submits that no further notice of this Motion is required.

WHEREFORE, the Debtor requests that the Court enter the Order authorizing the
Debtor to reject the Plan and granting such other and further relief as is warranted.

Dated: December 31, 2009 Respectfully submitted,

Wilmington, Delaware ]

MarkD. Collins (No. 2981)

Christopher M. Samis (No. 4909)
Zachary 1. Shapiro (No. 5103)

Travis A. McRoberts (No. 5274)
RICHARDS, LAYTON & FINGER, P.A.
One Rodney Square

920 North King Street

Wilmington, Delaware 19801

Telephone: (302) 651-7700

Facsimile: (302} 651-7701

Attorneys for the Debior and
Debtor in Possession
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Exhibit A

Order
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE
In re: Chapter 11

deCODE genetics, Inc.’ Case No. 09-14063 (PJW)

Debtor. Re: Dacket No.

St vt N S o et

ORDER GRANTING THE MOTION OF DEBTOR AND
DEBTOR IN POSSESSION FOR ENTRY OF AN ORDER
AUTHORIZING DEBTOR TO REJECT CHANGE IN CONTROL BENEFITS PLAN

This matter coming before the Court on the Moftion of the Debtor and Debtor in
Possession for Entry of an Order Authorizing Debtor to Reject Change in Control Benefits Plan
(the “Motion”);” the Court having reviewed the Motion; the Court finding that (i) it has
jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334, (ii) this is a core proceeding
pursuant to 28 U.S.C. § 157(b)(2) and (iii) notice of the Motion was sufficient under the
circumstances and no other notice need be provided; and the Court having determined that the
legal and factual bases in the Motion establish just cause for the relief granted herein; and the
Court having determined that the relief sought herein is in the best interest of the Debtor and its
estate; and after due deliberation and sufficient cause appearing therefor;

THE COURT ORDERS THAT:

1. The Motion is granted.

2. Notwithstanding the potential applicability of Bankruptcy Rule 6004(h) or
otherwise, immediately upon the entry of this Order the Plan attached to the Motion as Exhibit B

is rejected.

' The debtor in this case, along with the last four digits of the federal tax identification number for the
debtor, is deCODE genetics, Inc (6704).

* Capitalized terms not otherwise defined herein shall have the meaning ascribed to them in the Motion.
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3. The deadline to submit a proof of claim for any party who holds, or who
may claim to hold, a claim against the Debtor arising from the rejection of the Plan shall be the
later of (a) the general bar date for filing prepetition general unsecured claims as may be
established in the Debtor’s chapter 11 case or (b) 30 calendar days from the date of entry of this
Order, to file a proof of claim for damages arising fiom the rejection of the Plan (a “Rejection

Damages Claim™); provided however, the Debtor reserves its rights to object to any such

Rejection Damages Claim on any grounds including, without limitation, an objection premised
upon an assertion that the Plan was properly terminated.

4, Nothing herein shall constitute a waiver by the Debtor of any potential
claims related to the Plan. In addition, nothing herein shall be construed as a concession that the
Plan was not validly terminated.

5. The Court shall retain jurisdiction over any and all matters arising from or
related to the implementation of this order.

Dated: , 2010
Wilmington, Delaware

THE HONORABLE PETER J. WALSH
UNITED STATES BANKRUPTCY JUDGE
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deCODE genetics, Inec.
CHANGE IN CONTROL BENEFITS PLAN

ARTICLE1
ESTABLISHMENT OF THE PLAN

deCODE genetics, Inc. (the “Corporation™) hereby establishes the deCODE genetics, Inc.
Change in Control Benefits Plan (the “Plan”) effective as of November 6, 2007.

ARTICLE 11
PURPOSE OF THE PLAN; ELIGIBILITY TO PARTICIPATE

2.1 Establishment and Purpose of the Plan. The Board of Directors of the
Corporation has established this Plan to provide specified benefits in connection with a Change
in Control of the Corporation to a select group of employees who are members of the
Corporation's management. As used herein, “Corporation” shall include deCODE genetics, Inc.
and its direct and indirect subsidiaries. The purposes of the Plan are as follows:

(a} to reinforce and encourage the continued attention and dedication of
members of the Corporation’s management to their assigned duties without the distraction
arising from the possibility of a change in control of the Corporation;

(b) in the event of a potential change in control of the Corporation, to enable
and encourage the Corporation’s management to focus their attention on obtaining the best
possible transaction for the Corporation’s stockholders and to make an independent evaluation of
all possible transactions without being affected by their personal concerns regarding the possible
impact of various transactions on the security of their jobs and benefits; and

(¢) to provide members of the Corporation’s management with
compensation arrangements upon a change in control of the Corporation which provide such
individuals with financial security and which are competitive with those of other corporations.

2.2 Eligibility to Participate. Those employees of the Corporation who meet
the definition of Covered Executive, as defined herein, shall be eligible to participate in this Plan.

ARTICLE I
DEFINITIONS

3.1 Administrator. “Administrator” means the Compensation Committee of the
Board or any other committee or individuals appointed by the Board to carry out the
administration of the Plan. In the event that there is at any time no Administrator or if the Board
designates itself as the Administrator, the Board shall be the Administrator.

3.2 Board. “Board” means the Board of Directors of deCODE genetics, Inc.
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3.3 Cause. Termination of a Designated Employee’s employment for “Cause”
means termination because of

(a) gross or habitual failure to perform the Designated Employee’s assigned
duties that is not corrected within fifteen (15) days of written notice to such Designated
Employee thereof;

(b) conviction of a crime, or entry of a plea of nolo contendere with regard
to a crime, involving moral turpitude or dishonesty;

(c) illegal drug use or alcohol abuse on Corporation premises or at a
Corporation sponsored event;

{(d) conduct by the Designated Employee which in the good faith and
reasonable determination of the Board of Directors of the Corporation demonstrates gross
unfitness to serve;

(e) participation in a fraud or act of dishonesty against the Corporation; or

(f) intentional, material violation by the Designated Employee of any
contract between the Designated Employee and the Corporation.

Notwithstanding the foregoing, a Designated Employee shall not be deemed to
have been terminated for Cause unless and until there shall have been delivered to him or her a
copy of a resolution duly adopted by the affirmative vote of not less than three-quarters (3/4) of
the entire membership of the Board at a meeting of the Board called and held for such purpose
(after reasonable notice to the Designated Employee and an opportunity for him or her, together
with his or her counsel, to be heard before the Board) finding that in the good faith determination
of the Board the Designated Employee was guilty of conduct set forth above in this Section 3.3
and specifying the particulars thereof in detail.

3.4 Change in Control. “Change in Control” means the first to occur of any of
the following:

(a) the Corporation is merged with or into or consolidated with another
corporation or other entity under circumstances where the stockholders of the Corporation
immediately prior to such merger or consolidation do not own after such merger or consolidation
shares representing more than fifty percent (50%) of the voting power of the Corporation or
other surviving entity;

(b) the stockholders of the Corporation approve a plan of complete
liquidation of the Corporation or the Corporation is liquidated or sells or otherwise disposes of
substantially all of its assets in a single transaction or a series of related transactions;

(c) any person (as such term is used in Sections 13(d) and 14(d)(2) of the
Securities Exchange Act of 1934) except for any of the Corporation’s employee benefit plans, or
any entity holding the Corporation’s voting securities for, or pursuant to, the terms of any such
plan (or any trust forming a part thereof) shall become the beneficial owner (within the meaning
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of Rule 13d-3 under such Act) of forty (40%) percent or more of the common stock of the
Corporation; or

(d) during any period of twenty-four consecutive months, individuals who at
the beginning of such period constituted the Board cease for any reason to constitute at least a
majority of the Board unless the election, or the nomination for election by the Corporation’s
stockholders, of each new director was approved by a vote of at least two-thirds of the directors
then still in office who were directors at the beginning of the period (such individuals and new
directors being “Continuing Directors™).

Notwithstanding subsection (¢), a Change in Control shall not be deemed to have occurred if a
person becomes the beneficial owner, directly or indirectly, of the Corporation’s securities
representing forty (40%) percent or more of the combined voting power of the Corporation’s
then outstanding securities solely as a result of an acquisition by the Corporation of its voting
securities which, by reducing the number of shares outstanding, increases the proportionate
number of shares beneficially owned by such person to forty (40%) percent or more of the
combined voting power of the Corporation’s then outstanding securities; provided, however, that
if a person becomes a beneficial owner of forty (40%) percent or more of the combined voting
power of the Corporation’s then outstanding securities by reason of share purchases by the
Corporation and shall, after such share purchases by the Corporation, become the beneficial
owner, directly or indirectly, of any additional voting securities of the Corporation (other than as
a result of a stock split, stock dividend or similar transaction), then a Change in Control shall be
deemed to have occurred with respect to such person under subsection (c).

3.5 Code. “Code” means the Internal Revenue Code of 1986, as amended.

3.6 Continuing Directors. “Continuing Directors™ has the meaning given it in
Section 3.4.

3.7 Covered Executive. “Covered Executive” means (a) the Chief Executive
Officer of deCODE genetics, Inc., (b) any Reporting Officer and (c) any Designated Employee.

3.8 Date of Termination. “Date of Termination” means (i) if a Designated
Employee’s employment is terminated for Cause, the date on which the Notice of Termination is
given, and (ii) if a Designated Employee’s employment is terminated for any other reason, the
date specified in the Notice of Termination.

3.9 Designated Employee. “Designated Employee™ means (a) any employee
elected or appointed by the Board to serve as an officer of deCODE genetics, Inc. who is then
serving in such capacity and (b) any employee of the Corporation designated as eligible to
participate in this Plan by the Board or the Administrator.

3.10 Disability. “Disability” has the meaning given such term in a Designated
Employee’s employment agreement with the Corporation or, in the absence thereof, in any
disability insurance policy maintained by the Corporation and covering such person, or in the
absence thereof, as defined in Section 22(e){3) of the Code.
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3.11 Good Reason. Termination by a Designated Employee of the Designated
Employee’s employment for “Good Reason™ means for purposes of this Plan only, termination
by the Designated Employee following a Change in Control under any of the following
circumstances:

(a) without the Designated Employee’s express written consent, a material
reduction in the Designated Employee’s base salary as in effect immediately prior to the Change
in Control;

(b) any relocation of the Designated Employee’s principal site of
employment from one state in the United States to another state or from one country to another
country;

(¢) the assignment to the Designated Employee of any duties inconsistent
(except in the nature of a promotion) with the position in the Corporation that he or she held
immediately prior to the Change in Control or a substantial adverse alteration in the nature or
status of his or her position or responsibilities or the conditions of his or her employment from
those in effect immediately prior to the Change in Control;

(d) the failure by the Corporation to continue to provide the Designated
Employee with benefits substantially similar to those enjoyed by him or her immediately prior to
the Change in Control unless this failure is a result of changes to the Corporation’s benefits
generally applicable, in each case, to all or substantially all similarly situated Designated
Employees;

(e) the failure by the Corporation to obtain a satisfactory agreement from
any successor to continue this Plan in effect; or

(f) any purported termination of the Designated Employee’s employment
which is not effected pursuant to a Notice of Termination satisfying the requirements of
Section 3.13 below.

Notwithstanding the foregoing, a Designated Employee shall not be deemed to have terminated
his or her employment for Good Reason unless and until he or she shall have delivered to the
Corporation a notice specifying the particulars thereof in detail and the Corporation shall not
have remedied the circumstance constituting Good Reason within thirty (30) days following the
date it receives such notice. Notwithstanding the foregoing, a Designated Employee’s continued
employment shall not constitute consent to, or a waiver of rights with respect to, any
circumstance constituting Good Reason.

312 IRS. “IRS” means the Internal Revenue Service.

3.13 Notice of Termination. Any purported termination of a Designated
Employee’s employment by the Corporation for any reason or by a Designated Employee for any
1eason, including, without limitation, for Good Reason, shall be communicated by written
“Notice of Termination” to the other party hereto. For purposes of this Plan, “Notice of
Termination” means a dated notice which is given in the manner specified in Article VIII hereof
and (i) in the case of termination for Good Reason, contains a copy of the notice described in

4
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Section 3.11 hereof and a statement that the Corporation did not remedy such circumstance
within the thirty (30) day period described in Section 3.11, (ii) in the case of termination for
Cause, contains a copy of the resolution described in Section 3.3 hereof and (iii) specifies a Date
of Termination, which shall be not less than thirty (30) nor more than ninety (90) days after such
Notice of Termination is given, except in the case of the Corporation’s termination of the
Designated Employee’s employment for Cause, which shall be effective immediately.

3.14 Reporting Officer. “Reporting Officer” means any officer of the
Corporation meeting the definition of “officer” set forth in Rule 16a-1 under the Securities
Exchange Act of 1934, as amended, and any successor rule.

3.15 Retirement. “Retirement” means voluntary termination by the Designated
Employee in accordance with the Corporation’s retirement policies, including early retirement,
generally applicable to its salaried employees.

ARTICLE IV
BENEFITS

4.1 Equity Awards. Upon a Change in Control, all outstanding stock options,
restricted stock and stock appreciation rights, and any similar awards under any equity
compensation plan of the Corporation, shall vest, become immediately exercisable or payable
and have all restrictions lifted. This provision shall apply to all awards whether or not held by
Covered Executives.

4.2 Payments and Benefits for Chief Executive Officer upon a Change in
Control. If a Change in Control occurs, then:

(a) the Corporation shall pay to the Chief Executive Officer, within ten (10)
days following the Change in Control, a lump sum cash severance amount equal to three (3)
times the sum of (1) his or her annual base salary in effect immediately prior to the Change in
Control and (2) the greatest of (i) the average of the last two annual bonuses (annualized in the
case of any bonus paid with respect to a partial year) paid to him or her preceding the Change in
Control or (ii) the most recent annual bonus (annualized in the case of any bonus paid with
respect to a partial year) paid to him or her preceding the Change in Control. As used herein,
“annual bonus” shall refer to the aggregate of all bonus payments made in or for a fiscal year of
the Corporation; and

(b} for a thirty-six (36) month year period after the Change in Control,
regardless of whether the Chief Executive Officer is then employed by the Corporation, the
Corporation shall provide, at its cost, the Chief Executive Officer, and his or her dependents with
life, disability, accident and health insurance benefits substantially similar to those which he or
she and they are receiving from the Corporation immediately prior to the Change in Control,
provided, however, that benefits otherwise receivable by the Chief Executive Officer pursuant to
this subsection shall be reduced to the extent that he or she actually receives comparable benefits
from a subsequent employer during such thirty-six (36) month period or if the Corporation
cannot provide such benefits because the Chief Executive Officer is no longer an employee, the
Chief Executive Officer shall receive a lump sum dollar amount in cash, no later than March
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15th of the year next following the year in which the Chief Executive Officer is no longer an
employee, such that after payment of all taxes thereon, the Chief Executive Officer has an
after-tax amount remaining equal to the cost to the Chief Executive Officer's of obtaining such
benefits (or substantially similar benefits). To the extent that the Chief Executive Officer is no
longer an employee of the Corporation and it is determined that any benefits under this Section
are taxable to the Chief Executive Officer under the Code, they are intended io constitute
payments made upon an involuntary termination from service and payable pursuant to Treas.
Reg. §1.409A-1(b)(9)(ii1), to the maximum extent permitted by said provision and to the extent
the payment of such taxable benefits would extend beyond the specified time period under Treas.
Reg. §1.409A-1(b)9)(iii), the Chief Executive Officer shall be paid, within fifteen (15) days of
the date of his or her termination of employment, a lump sum amount in cash equal to the present
value (determined based upon 120% of the then prevailing monthly short-term applicable federal
rate) of the Corporation’s cost, as of the date of his or her termination of employment, of
otherwise providing such benefit beyond the specified time period under Treas. Reg. §1.409A-~
1{b)(9)i1i).

Notwithstanding anything herein to the contrary, if the Chief Executive Officer’s
employment with the Corporation is terminated without Cause within twelve (12) months prior
to the date on which a Change in Control occurs, and if the Chief Executive Officer reasonably
demonstrates that his or her termination of employment (a) was at the request of a third party
who had taken steps reasonably calculated to effect such Change in Control or (b) otherwise
arose in connection with or in anticipation of such Change in Control, then the Chief Executive
Officer shall be entitled to receive the benefits provided in this Section 4.2 1f such Change in
Control occurs. Notwithstanding the foregoing, the Chief Executive Officer shall not be entitled
to receive such benefits in connection with any termination prior to a Change in Control which is
undertaken by the Corporation in the ordinary course of its business or in response to an adverse
change in its business, financial condition or results of operations.

4.3 Payments and Benefits for Reporting Officers upon a Change in
Control. 1f a Change in Control occurs, then:

(a) the Corporation shall pay to each Reporting Officer, within ten (10) days
following the Change in Control, a lump sum cash severance amount equal to two (2) times the
sum of (1) his or her annual base salary in effect immediately prior to the Change in Control and
(2) the greatest of (i) the average of the last two annual bonuses (annualized in the case of any
bonus paid with respect to a partial year) paid to him or her preceding the Change in Control or
(ii) the most recent annual bonus (annualized in the case of any bonus paid with respect to a
partial year) paid to him or her preceding the Change in Control. As used herein, “annual bonus”
shall refer to the aggregate of all bonus payments made in or for a fiscal year of the Corporation;
and

(b) for a twenty-four (24) month year period after the Change in Control,
regardless of whether the Reporting Officer is then employed by the Corporation, the
Corporation shall provide, at its cost, the Reporting Officer, and his or her dependents with life,
disability, accident and health insurance benefits substantially similar to those which he or she
and they are receiving from the Corporation immediately prior to the Change in Control,
provided, however, that benefits otherwise receivable by the Reporting Officer pursuant to this
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subsection shall be reduced to the extent that he or she actually receives comparable benefits
from a subsequent employer during such twenty-four (24) month period or if the Corporation
cannot provide such benefits because the Reporting Officer is no longer an employee, the
Reporting Officer shall receive a lump sum dollar amount in cash, no later than March 15th of
the year next following the year in which the Reporting Officer is no longer an employee, such
that after payment of all taxes thereon, the Reporting Officer has an after-tax amount remaining
equal to the cost to the Reporting Officer's of obtaining such benefits (or substantially similar
benefits). To the extent that it is determined that any benefits under this Section are taxable to
the Reporting Officer under the Code, they are intended to constitute payments made upon an
involuntary termination from service and payable pursuant to Treas. Reg. §1.409A-1(b)(9)(iii),
to the maximum extent permitted by said provision and to the extent the payment of such taxable
benefits would extend beyond the specified time period under Treas. Reg. §1.409A-1(b)(9)(iii),
the Reporting Officer shall be paid, within fifteen (15) days of the date of his or her termination
of employment, a lump sum amount in cash equal to the present value (determined based upon
120% of the then prevailing monthly short-term applicable federal rate) of the Corporation’s
cost, as of the date of his or her termination of employment, of otherwise providing such benefit
beyond the specified time period under Treas. Reg. §1.409A-1(b)}{9)(iii).

Notwithstanding anything herein to the contrary, if a Reporting Officer’s employment
with the Corporation is terminated without Cause within twelve (12) months prior to the date on
which a Change in Control occurs, and if the Reporting Officer reasonably demonstrates that his
or her termination of employment (a) was at the request of a third party who had taken steps
reasonably calculated to effect such Change in Control or (b) otherwise arose in connection with
or in anticipation of such Change in Control, then the Reporting Officer shall be entitled to
receive the benefits provided in this Section 4.3 if such Change in Control occurs.
Notwithstanding the foregoing, a Reporting Officer shall not be entitled to receive such benefits
in connection with any termination prior to a Change in Control which is undertaken by the
Corporation in the ordinary course of its business or in response to an adverse change in its
business, financial condition or results of operations.

4.4 Payments and Benefits for Designated Employees upon Termination
Following a Change in Control. If a Designated Employee’s employment is terminated within
twenty-four (24) months after a Change in Control by (i) the Corporation for other than Cause,
Disability, Retirement or the Designated Employee’s death or (ii) the Designated Employee for
Good Reason, then:

(a) in addition to paying such Designated Employee all amounts payable to
the Designated Employee through the Date of Termination, the Corporation shall pay to the
Designated Employee, within ten (10) days following the Date of Termination, a lump sum cash
severance amount equal to one (1) times the sum of (1) the greater of (i) his or her annual base
salary in effect on the Date of Termination or (ii) his or her annual base salary in effect
immediately prior to the Change in Control and (2) the greatest of (i) the average of the last two
annual bonuses (annualized in the case of any bonus paid with respect to a partial year) paid to
him or her preceding the Date of Termination, (ii) the average of the last two annual bonuses
(annualized in the case of any bonus paid with respect to a partial year) paid to him or her
preceding the Change in Control, (iii) the most recent annual bonus (annualized in the case of
any bonus paid with respect to a partial year) paid to him or her preceding the Date of
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Termination or (iv) the most recent annual bonus (annualized in the case of any bonus paid with
respect to a partial year) paid to him or her preceding the Change in Control. As used herein,
“annual bonus™ shall refer to the aggregate of all bonus payments made in or for a fiscal year of
the Corporation; and

(b) for a twelve (12) month period after the Date of Termination, the
Corporation shall provide, at its cost, the Designated Employee and his or her dependents with
life, disability, accident and health insurance benefits substantially similar to those which he or
she and they are receiving from the Corporation immediately prior to the Notice of Termination,
provided, however, that benefits otherwise receivable by a Designated Employee pursuant to this
subsection shall be reduced to the extent that he or she actually receives comparable benefits
from a subsequent employer during such twelve (12) month period or if the Corporation cannot
provide such benefits because the Designated Employee is no longer an employee, the
Designated Employee shali receive a lump sum dollar amount in cash, no later than March 15th
of the year next following the Date of Termination, such that after payment of all taxes thereon,
the Designated Employee has an after-tax amount remaining equal to the cost to the Designated
Employee of obtaining such benefits (or substantially similar benefits). To the extent that it is
determined that any benefits under this Section are taxable to the Designated Employee under the
Code, they are intended to constitute payments made upon an involuntary termination from
service and payable pursuant to Treas. Reg. §1.409A-1(b)(9)(iii), to the maximum extent
permitied by said provision and to the extent the payment of such taxable benefits would extend
beyond the specified time period under Treas. Reg. §1.409A-1(b)(9)(iii), the Designated
Employee shall be paid, within fifteen (15) days of the Date of Termination, a lump sum amount
in cash equal to the present value (determined based upon 120% of the then prevailing monthly
short-term applicable federal rate) of the Corporation’s cost, as of the Date of Termination, of
otherwise providing such benefit beyond the specified time period under Treas. Reg. §1.409A-

1(b)Y(%)(11).

Notwithstanding anything herein to the contrary, if a Designated Employee’s
employment with the Corporation is terminated without Cause within twelve (12) months prior
to the date on which a Change in Control occurs, and if such Designated Employee reasonably
demonstrates that his or her termination of employment (a) was at the request of a third party
who had taken steps reasonably calculated to effect such Change in Control or (b) otherwise
arose in connection with or in anticipation of such Change in Control, then, provided such
Change in Control occurs, for all purposes of this Plan, such Designated Employee shall be
entitled to receive the benefits provided in this Section 4.4 as if the date of the Change in Control
were the Date of Termination. Notwithstanding the foregoing, a Designated Employee shall not
be entitled to receive such benefits in connection with any termination prior to a Change in
Control which is undertaken by the Corporation in the ordinary course of its business or in
response to an adverse change in its business, financial condition or results of operations.

4.5 Reduction in Benefits. If the payments pursuant to Section 4 hereof, either
alone or together with other payments and benefits which the Covered Executive has the right to
receive from the Corporation, would constitute an “excess parachute payment” under
Section 280G of the Code, then the payment by the Corporation pursuant to this Section 4 hereof
shall be either (a) reduced by the amount, if any, that would result in no portion of such
payments being subject to the excise tax imposed under Section 4999 of the Code or (b) paid in
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full, whichever produces the better net after-tax position to the Covered Executive (taking into
account any applicable excise tax under Section 4999 of the Code and any applicable income
tax). If a reduction is to be made, the Covered Executive shall have the right, within thirty (30)
days of receipt of written notice from the Corporation, to specify which amounts and benefits
shall be reduced to satisfy the requirements of this Section 4.5. All calculations required to be
made under this Section 4.5 will be made by the Corporation’s independent public accountants,
subject to review by the Covered Executive’s representative. Nothing contained in this Section
4.5 shall require the Corporation to be responsible for, or have any liability or obligation with
respect to, any Covered Executive’s excise tax liabilities under Section 4999 of the Code. The
parties recognize that the actual implementation of the provisions of this Section are complex
and agree to deal with each other in good faith to resolve any questions or disagreements arising
hereunder.

4.6 Mitigation; Exclusivity of Benefits; Certain Reduction in Benefits.

{(a) A Covered Executive shall not be required to mitigate the amount of any
benefits hereunder by seeking other employment or otherwise, nor, except as provided in
Sections 4.2(b), 4.3(b) and 4.4(b) shall the amount of any such benefits be reduced by any
compensation earned by the Covered Executive as a result of employment by another employer
after the Change in Control, Date of Termination or otherwise.

(b) The specific arrangements referred to herein are not intended to exclude
any other benefits which may be available to a Covered Executive pursuant to employee benefit
plans of the Corporation or otherwise, provided, however, that any benefits provided under this
Plan shall be reduced dollar for dollar by any benefits that the Corporation pays to a Covered
Lxecutive as a result of the event giving rise to a benefit under this Plan under any employee
benefit plan, law or regulation or any agreement between the Corporation and the Covered
Executive. In addition, if a Covered Executive is entitled to a cash payment under this Plan upon
a Change in Control pursuant to Section 4.2 or 4.3 hereof and such Covered Employee is also
entitled fo receive any severance, separation or other termination pay upon termination of
employment following such Change in Control pursuant to any agreement between the
Corporation and the Covered Executive, then the Covered Executive shall be entitled to the cash
payment provided under this Plan only upon his or her delivery to the Corporation of his or her
written agreement that upon a future termination of employment following such Change in
Control, the Covered Executive's entitlement to a cash payment with respect to such termination
under such employment agreement will be reduced by the amount previously paid to him or her
pursuant to Sections 4.2 or 4.3 of this Plan.

4.7 Withholding. All payments required to be made by the Corporation
hereunder to the Covered Executive shall be subject to the withholding of such amounts, if any,
relating to tax and other payroll deductions as the Corporation may reasonably determine should
be withheld pursuant to any applicable law or regulation.
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ARTICLE Y
ASSIGNMENT

The Corporation may assign this Plan and its rights and obligations hereunder in whole,
but not in part, to any corporation or other entity with or into which the Corporation may
hereafter merge or consolidate or to which the Corporation may transfer all or substantially all of
its respective assets, if in any such case said corporation or other entity shall by operation of law
or expressly in writing assume all obligations of the Corporation hereunder as fully as if it had
been originally made a party hereto, but may not otherwise assign this Plan or their rights and
obligations hereunder. A Covered Executive may not assign or transfer any rights or benefits
due hereunder.

ARTICLE VI
AMENDMENT OR TERMINATION OF PLAN

The Board may at any time amend or terminate this Plan, provided that at the time of
such amendment or termination Continuing Directors comprise a majority of the Board and a
majority of the Continuing Directors approve such amendment or termination. Notwithstanding
anything to the contrary contained herein, the Plan may not be amended in any manner that
would limit or reduce the benefits provided hereunder or terminated for a period of twenty-four
(24) months following a Change in Control.

ARTICLE VHI
ADMINISTRATION

7.1 Duties of the Administrator. The Plan shall be administered and
interpreted by the Administrator. The Administrator shall have the authority to adopt, amend
and rescind such rules, reguiations and procedures as, in its opinion, may be advisable in the
administration and operation of the Plan. The interpretation and construction by the
Administrator of any provisions of the Plan and any rule, regulation or procedure adopted by it
pursuant thereto shall be final and binding in the absence of action by the Board.

7.2 Limitation on Liability. Neither the members of the Board nor any member
of the Administrator shall be liable for any action or determination made in good faith with
respect to the Plan or any rule, regulation or procedure adopted by the Administrator pursuant
thereto. If a member of the Board or the Administrator is a party or is threatened to be made a
party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal,
administrative or investigative, by reason of anything done or not done by him or her in such
capacity under or with respect to the Plan, the Corporation shall, subject to the requirements of
applicable laws and regulations, indemnify such member against all liabilities and expenses
(including attorneys’ fees), judgments, fines and amounts paid in settlement actually and
reasonably incurred by him or her in connection with such action, suit or proceeding if he or she
acted in good faith and in a manner he or she reasonably believed to be in the best interests of the
Corporation and, with respect to any criminal action or proceeding, had no reasonable cause to
believe his conduct was unlawful.
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ARTICLE VIH
MISCELLANEOUS

8.1 Notice. For the purposes of this Plan, notices and all other communications
provided for in this Plan shall be in writing and shall be deemed to have been duly given when
delivered or mailed by certified or registered mail, return receipt requested, postage prepaid,
addressed, with respect to the Corporation, to Secretary, deCODE genetics, Inc., Sturlugata 8,
[S-101, Reykjavik, Iceland, and with respect to a Covered Executive, to the home address thereof
set forth in the records of the Corporation at the date of any such notice.

8.2 Governing Law. The validity, interpretation, construction and performance
of this Plan shall be governed by the laws of the United States where applicable and otherwise by
the substantive laws of the State of Delaware without regard to its conflict of laws provisions.

8.3 Nature of Employment and Obligations.

(a) Nothing contained herein shall be deemed to create other than a
terminable at will employment relationship between the Corporation and a Covered Executive,
and the Corporation may terminate the Covered Executive’s employment at any time, subject to
providing the benefits specified herein in accordance with the terms hereof and subject to the
provisions of any agreement between the Covered Executive and the Corporation.

(b) Nothing contained herein shall create or require the Corporation to
create a trust of any kind to fund any benefits which may be payable hereunder, and to the extent
that the Covered Executive acquires a right to receive benefits from the Corporation hereunder,
such right shall be no greater than the right of any unsecured general creditor of the Employer.

8.4 Headings. The section headings contained in this Plan are for reference
purposes only and shall not affect in any way the meaning or interpretation of this Plan.

8.5 Validity. The invalidity or unenforceability of any provision of this Plan
shall not affect the validity or enforceability of any other provisions of this Plan, which shall
remain in full force and effect.
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