ICELANDAIR

GROUP

ICELANDAIR GROUP HF. — ANNUAL GENERAL MEETING 08 MA RCH 2018
Hilton Reykjavik Nordica at 4.00 pm

Agenda
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The Board of Director’s report on the Company’sragiens in the past year shall be presented
Confirmation of annual accounts and decision orhtiedling of profit or loss of the financial year
Decision on payments to board members

Proposals of the Board of Directors regarding grmeuneration policy

Election of the Board of Directors

Election of auditor

Proposed changes to the Articles of Association

Authorization to purchase treasury shares

Any other lawfully submitted business

Proposals

The following individuals have been elected to Buard of Directors:

« Asthildur Margrét Otharsdéttir, id.no: 300368-3799
e Guomundur Hafsteinsson, id.no: 290875-3319

e Heidrun Jonsdattir, id.no: 090769-4649

«  Omar Benediktsson, id.no: 221059- 4689

« Ulfar Steindérsson, id.no: 030756-2829

The Board of Directors has elected Ulfar Steindémsss Chairman of the Board and Omar Benediktss@eauty
Chairman.

e Guodmundur leads product development for Googlesiaist at Google. He joined Google in 2014
subsequent to the Merger of Google and Emu, alssd virtual assistant start-up he founded in 2012
Prior to the founding of Emu, he was VP Produ@iat and stayed on after the acquisition by Apple

through the launch of Siri on iPhone 4S. Prior it/ Aple, Gudmundur was a Senior Product Manager a

Google, where he managed the initial launches afg&oMaps for mobiles and Google Voice Search.
Guomundur holds an MBA degree from MIT and a Bd&gree in Electrical and Computer Engineering
from the University of Iceland.

e Heidrin Jénsdéttir is an attorney at Fjeldsted Blithdal Legal Services. Heidrin is a member of the
Board of Directors at Islandsbanki, Oliuversluraigls, and Siminn hf. Heidrun is the former chairmf
the Board of Directors at Gildi Pension Fund. H@mwas the public relations officer of Landssimiin

from 2001-2003, Managing Director and Partner at lLegal Services from 2003-2005. From 2006 until

2012 she was the Vice President of legal affaicsublic relations at Hf. Eimskipafélag Islandsei#tin
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has a law degree from the University of Iceland Bistrict Court Attorney and has finished an Aclved
Management Program from IESE Business School icé8amna.

Annual Accounts (Item 2)

The Board of Directors proposes to the Annual Ganéfeeting that the Annual Accounts of the
Company for 2017 will be approved.

Dividends payments (Item 2)

The Board of Directors proposes to the Annual Gandeeting that dividend payments in the amounitS¢
750 million will be made in ISK to the shareholdemich is ISK 0.15 per share. The record date kall12
March 2018. Only shareholders registered in theettdders' registry at closing on the record dateeatitled
to receive dividend payments. The ex-date, i.eniteing exclusive of dividends begins, will b&érch 2018,
which is the trading day following the AGM. Paymelatte of the dividend will be 09 April 2018.
Remuneration to Board Members (Item 3)

The Board of Directors proposes to the Annual Gardeeting that remuneration to Board Members aug- S
Committee Members shall be as follows: Each Boaednider will receive ISK 330,000 per month, the Qimain
will receive ISK 660,000 per month, the Deputy Chein will receive ISK 495,000 per month, Sub-Contesit
Members will receive ISK 120,000, the Chairmanta Audit Committee will receive ISK 275,000 per rtfon
and the Chairman of the Compensation Committeeradkive ISK 150,000 per month.

Remuneration Policy (Item 4)
The Board of Directors proposes to the Annual Gandeeting that the following Remuneration Polieshich
is unchanged from the last Annual General Meetivij be approved.

Auditors (Item 6)
The Board of Directors proposes to the Annual Gardeeting that KPMG hf. will be the Company’s aods.

Proposed changes to the Articles of Association (Item 7)
The Board of Directors proposes to the Annual Gankfeeting that the following changes will be made
immediately to the Articles of Association of ther@pany:

The number “5” in Article 5.2 shall be changedtie umber “7”.

The proposed amendment entails that those whodriterun for the Board of Directors shall notifgtBoard of
their candidacy at least 7 days before a sharetisldeeting instead of 5 days.

Purchase of treasury shares (Item 8)

The Board of Directors of Icelandair Group propotethe Annual General Meeting that the Company bel
authorized to purchase in the next 18 months ul#6 of its own shares in accordance with Articleob3he
Icelandic Companies Act No 2/1995 in order to d&hla market making agreement for issued shardisein
Company or to set up a formal buy-back programinis. mot allowed to purchase such shares at a higle
than the last spot market rate or the highestrbitié trading system of a regulated market wheresttares are
traded. Such purchases are however authorizleeyifare executed by a market maker in accordartbeAsticle
116 of the Act on Securities Trading or in accoawith Item 1, Paragraph 3, Article 115, and Paplg 2,
Article 119 of the Act on Securites Transactiond eegulations implemented on the basis of Artid&8 and
131 of the same Act.



Icelandair Group hf. Remuneration Policy

Article 1 - Objective
The objective of this Remuneration Policy is to mamployment at Icelandair Group hf. an attractpéion for first-class

employees and thereby to secure for the Compawgitign in the front ranks. For this to be possible Board of Directors of the
Company must be able to offer competitive salaies other payments, such as bonuses and options.

Article 2 - Remuneration Committee
The Remuneration Committee shall be composed ofnembers elected by the Board of Directors of tben@any from their

own number. The Committee will operate pursuarsipecific terms of reference.

The role of the Remuneration Committee is to prevgliidance to the Board of Directors of the Compang executive
management concerning the employment terms of timep@ny's key management staff and to provide advidhe Remuneration
Policy. The Committee will also monitor that themeeration of key management staff is within thenfework of the
Remuneration Policy and report to the Board of &wes annually on this subject in connection whie Company's Annual
General Meeting. The rules of procedure of the Baaall provide further for the work of the Commét

Article 3 - Remuneration of Board Members
Members of the Board of Directors shall be paidanthly remuneration in accordance with the decigibthe Annual General

Meeting each year, as provided in Article 79 of @@mpanies Act No. 2/1995. The Board of Directoit submit a motion
concerning the remuneration for the ensuing yeaspefration, taking account of the time spent by tmens on the work, the
responsibility attached and the results of the CamgpBoard Members shall not enjoy shares, optioibsly or sell, stock options
or other types of payments linked to shares ifbmpany or price trends of shares in the Company.

The remuneration of the Chairman of the Board di®liiouble the remuneration of other members oBtad.

If there are Alternate Members they shall receibhalédthe amount of Board Members each month, thighremuneration decided
at the Company's Annual General Meeting.

The Company shall purchase a Directors and Offit@bility Insurance for Board Members. No sevemmgreements are
permitted with members of the Board.

Article 4 - Remuneration of Chief Executive Officer
A written employment contract shall be concludethvwie Chief Executive Officer. The employment caot with the CEO may

be renewed while it is still in effect.

The amount of the basic salary and other paymerttset CEO shall take account of the CEQO's educagiperience and former
employment and shall always be competitive in tregket that the Company acts in. Other terms of eympént shall be as
customary at comparable companies, e.g. as regantisbutions to a pension fund, vacation, usesabfiele and notice period.

The determination of the notice period in the emplent contract may include special provisions camog length of the notice
period, taking into account the employment terthefCEO. Payments at termination of employment siodlexceed a previously
decided amount and shall not be based on morettfagears’ salary. The payments at terminatiorraployment shall not be
rendered if termination of employment occurs onoaot of unsatisfactory performance. Furthermore,@mployment contract
shall provide for the conditions for terminationtbé CEQ's employment.

The basic salary of the CEO shall be reviewed ahnuaking into account the assessment by the Remation Committee of the
CEO's performance, general remuneration termsrimpecable companies and the Company's results.



In the conclusion of an employment contract with @EO it should be taken into account that thetebgino payments at the
end of employment other than those provided fah@employment contract. However, it is permitteder special conditions, at
the discretion of the Remuneration Committee, toctade a separate severance agreement at the rel@EO's employment.

Article 5 - Remuneration of vice-presidents
The CEO will appoint vice-presidents within the Gpoin consultation with the Board Directors of t@@mpany. The

determination of the remuneration of the vice-pfests shall be subject to the same guidelinesase thutlined in Article 4.

Article 6 - Bonuses
Key management staff of the Company may be paidigemin the form of cash or shares in the Comparthe basis of plans

decided by the Board of Directors of the Compamynises shall be based on the performance of thiogespin question, the
results of the Company, important milestones in @menpany's operation and business activities, dictuthe attainment of
established objectives. There shall be limitationdonuses which shall be connected to previoustydeéd upon and measurable
performance criteria where long-term interesthief€ompany are kept in mind. Payment on accoumimafises shall be postponed
for a suitable period of time and repayment shalabsumed if payments have been rendered on tisedbabviously inaccurate
data. Bonuses may only be paid to persons whoctmally working for the Company at the time of pamof the bonus.

Article 7 - Options
The Remuneration Committee may submit a proposdiegd@oard of Directors of the Company concerntiogls options for key

management staff in excess of options negotiat#tkimespective managers' employment contracts.

In deciding whether to grant stock options to kegnagers account shall be taken of the positioppresbility, performance and
future prospects of the manager in question wittenCompany. Furthermore, account shall be takemofar agreements granted
to the manager in question, whether or not theoapthave been exercised. A stock option is exds@sanly when the party that
has entered into such an agreement is workindh®oCompany at the time that the stock option besceffective.

If the Board of Directors decides to grant stockiaps to Company managers a plan for such stodbrgpshall be submitted to
the Annual General Meeting of the Company for aparor rejection. The Board of Directors shall pdevat the meeting an
account of the cost that may accrue to the Comfrany the stock option plan, if approved.

Shares shall not be delivered until at least tlyesgs after the party concerned acquires righetbePurchase right may not be
used for shares until after a three year waitingope A specific proportion of shares shall be keptil at termination of
employment.

Furthermore, the Company shall be permitted, diremtindirectly, to grant loans or provide guareg in connection with the
stock options of key managers of the Company atedl companies of shares in the Company, in accoedaith Article 104,
Sub-Article 2 of the Companies Act No. 2/1995.

Article 8 - Other employees
In the determination of the wage terms of other leyges, the vice-presidents of individual divisiaghall take account of the

above rules, as applicable.

Article 9 - Disclosure requirements
At Annual General Meetings the Board of Directdralsprovide an account of the employment term$hefCEO, vice-presidents

and members of the Board of Directors. Informastall be provided on the total amount of paid reenation over the year,
payments from other companies within the same Grilngpamount of bonuses and stock options, othenpats connected with
shares in the Company, severance payments, iaythe total amount of other payments.

This Remuneration Policy shall be published onGbepany's website.



Article 10 - Approval of Remuneration Policy etc.
The Company's Remuneration Policy shall be subdiftiedeliberation at the Annual General Meetind anbmitted to review
each year and placed before the Annual GeneraliMgfeir approval or rejection.

The Remuneration Policy is binding for the Boardafectors of the Company as regards its provismmstock option contracts
and any contracts or payments that follow the tsevftthe price of stocks in the Company, as praviegeArticle 79 (a) of the

Companies Act No. 2/1995. In other respects, theieration Policy serves as a guideline for the @omg and its Board of
Directors. The Board of Directors shall enter ittteir records any significant deviations from thenRineration Policy and the
deviations shall be supported by clear reasonimgaécount must be given of such deviations at tlleviing Annual General

Meeting of the Company.

Explanatory notes with the Icelandair Group hf. Renuneration Policy

Act No. 89/2006 amended the Companies Act No. Z19i¢h the addition of Article 79(a). The Articleas changed with Act No. 68/2010. The
Article imposes the obligation on the Board of Bie's of Icelandair Group to submit the CompangsBneration Policy to the Annual General
Meeting of the Company for approval or rejectione Remuneration Policy must provide for the sadaaied other payments to the Chief Executive
Officer and other key managers of the Company, @l as its directors. The Act stipulates that tresrRneration Policy should disclose all
principal aspects relating to managers and direcas well as the policy of the Company with regardontracts with managers and directors.
Furthermore, the policy must reveal whether, andeunwhat circumstances and within what framewdrks permitted to pay or remunerate
managers and board members in addition to theic lsadaries, e.g. in the form of transfers of shaperformance-linked payments, share
certificates, call and put options, pre-emptivehtsgand other types of payments which are linkeshtares in the Company, movements in the
price of shares, loan agreements, pension agresmmedtseverance agreements.

The amendment was made in line with Commission Rewendation No 2004/913/EC of 14 December 2004 fiosten appropriate regime for
the remuneration of directors of listed companies.

The Board of Directors of Icelandair Group hf. tiaes objective, in submitting this Remuneration &pliow before the Annual General Meeting
of the Company, of establishing for the Compangasonable Remuneration Policy that will make isfide for the Company to attract directors
of the highest quality and thereby secure the Carylpanternational competitive position.



