Translation from Icelandic

Remuneration Policy of Arion Bank hf.

I. Objective

The main objective concerning employee remuneration is that Arion Bank offers competitive salaries
so that the Bank can attract and retain outstanding employees. The Bank's objective is also to ensure
that jobs at the Bank are sought after by qualified individuals. When devising a remuneration policy, it
must be ensured that the policy does not encourage excessive risk taking but rather supports the Bank's
long-term goals and its healthy operation-_in line with the Bank’s business strategy. The policy is an
integral part of the Bank's strategy to protect the long-term interests of the Bank's owners, its
employees, customers and other stakeholders, in an organized and transparent manner.

When determining salaries and other remuneration terms it must be ensured that there is no
discrimination such that equal salaries are paid for equally valuable positions, in accordance with the
Gender Equality Act No. 150/2020. The Bank shall strive to avoid any discrimination within the
conditions of employment, including discrimination based on gender. Furthermore, when determining
salaries and other remuneration terms care shall be taken to prevent conflict of interest.

In accordance with Article 57a of Act No. 161/2002 on Financial Undertakings, Article 79a of Act reNo.
2/1995 on Public Limited Companies and rules on good corporate governance, the Board of Directors
of Arion Bank shall approve the Bank's remuneration policy on salaries and other payments to the Board
Directors, Chief Executive Officer, Deputy Chief Executive Officer, Managing Directors, Compliance
Officer and Internal Auditor.

Il. Board Remuneration Committee

Arion Bank shall establish a Board Remuneration Committee in accordance with Article 57e of Act No.
161/2002 on Financial Undertakings. The Board Remuneration Committee is one of the sub-
committees of the Board of Directors of Arion Bank. Its role is to advise the Board on remuneration to
the Chief Executive Officer, Deputy Chief Executive Officer, Managing Directors, Compliance Officer
and Internal Auditor, and on the Bank's bonus scheme and other work-related payments. The Chief
Executive Officer proposes a salary framework for the Deputy Chief Executive Officer, Managing
Directors, Compliance Officer and Internal Auditor in consultation with the Board Remuneration
Committee. The Board Remuneration Committee also makes other proposals it considers necessary
or appropriate. The Committee shall report on its activities to the Board of Directors at regular intervals.

IIl. Remuneration to Board Directors

Board Directors shall receive a fixed monthly payment as determined at an Annual General Meeting,
cf. Article 79 of Act. reNo. 2/1995 on Public Limited Companies. Otherwise, Article 57a of Act No.
161/2002 on Financial Undertakings applies to the remuneration of Board Directors.

IV. Remuneration to the Chief Executive Officer, Deputy Chief Executive Officer, Managing
Directors and Compliance Officer

Remuneration to the Chief Executive Officer, Deputy Chief Executive Officer, Managing Directors and
Compliance Officer shall, as a general guideline, be suited to attract and retain skilled leaders.

The Board’s Remuneration Committee shall, based on a proposal from the CEO, be tasked with
approving appropriate salary frameworks which shall take this policy into consideration, a benchmark
with a peer group of financial and non-financial undertakings comparable to Arion Bank in market, size
or profile, and be aligned with the Bank’s corporate culture, strategy, values, sustainability and the long-
term interests of Arion Bank’s shareholders and other stakeholders.

Remuneration to the Chief Executive Officer shall be stated in a written employment contract, including
fixed salary, pension rights, annual leave, other work-related payments, period of notice and severance



payments. The principle is that the terms of the employment contract governs pension and severance
payments.

The salaries of the Deputy Chief Executive Officer, Managing Directors and the Compliance Officer are
decided by the Chief Executive Officer in consultation with the Head of Human Resources and shall
take into account the scope of the relevant division and level of responsibility. The remuneration of the
Deputy Chief Executive Officer, Managing Directors and the Compliance Officer shall be specified in a
written employment contract. The principle is that the terms of the employment contract governs
pension and severance payments.

In exceptional circumstances it is authorized to enter into severance agreements with the Chief
Executive Officer, the Deputy Chief Executive Officer and Managing Directors. The terms of such
agreements shall be limited to payments of fixed salary and have maximum validity period of 12 months.
Severance payments must reflect performance achieved during employment with the Bank and shall
not reward failure or misconduct. Severance payments shall otherwise be conducted in line with the
provisions of Act reNo. 161/2002 on Financial Undertakings and other applicable regulatory
requirements.

V. Bonus schemes

It is permitted to pay employees and managers bonuses based on a special bonus scheme which the
Board of Directors shall approve following consultation with the Board Remuneration Committee and
Board Risk Committee. The Bank is permitted, but not obliged, to pay a bonus. A bonus refers to
remuneration to employees of the Bank which is generally defined with respect to performance and
does not form part of an employee’s fixed remuneration, since the final amount or proportion is not
precisely determined in advance.

The objective of a special bonus scheme shall reflect the Bank’s emphasis on good corporate
governance as well as long-term value creation for all stakeholders, including customers, shareholders
and employees. The setup of such as scheme shall appropriately encourage employees to create
sustainable long-term results and establish a transparent framework for the Bank’s overall goal setting,
both financial and non-financial. A bonus scheme may not induce excessive risk taking and
performance-based remuneration shall be awarded in a manner which promotes sound risk
management in line with the Bank’s risk policy and risk appetite.

A bonus scheme shall comply with provisions of law and regulations on such schemes and care shall
be taken to appropriately balance the ratio between fixed and variable remuneration. The total bonus
granted to an employee, including the CEO, Deputy CEO and Managing Directors, may not; on an
annual basis, exceed 25% of the employee’s annual salary excluding the bonus. For the purpose of
risk mitigation, a substantial portion, and in any event at least 40%, of the variable remuneration
component, shall be deferred over a period which is not less than threefour years, in the case of the
CEO and employees reporting directly to the CEO, this shall be five years, unless the variable
remuneration in questions is equal to or less than 10% of the employee’s annual salary excluding the
bonus.

Eurthermore—aThe payment of the variable remuneration can be in the form of cash, shares or share
linked instruments or a combination thereof. Employees receiving variable remuneration amounting to
more than 10% of the employee’s annual fixed salary shall receive at least half of the variable
remuneration in the form of shares or share linked instruments as applicable, cf. Article 57b of Act No.
161/2002 on Financial Undertakings. Payments in shares and share linked instruments are subject to
deferral requirements, as applicable, according to Article 79a of Act No. 2/1995 on Public Limited
Companies and Article 57b of Act No. 161/2002 on Financial Undertakings. Furthermore, cancellation
and claw back provisions apply to payments in shares and share linked instruments.

A bonus scheme shall include provisions for the Bank to cancel any bonus payment which has not been
made, or claw back any bonus payment made, in part or in full, if for example the employee in question
participated in or was responsible for actions which caused the Bank substantial loss or a major breach
of compliance.



A special bonus scheme, as it is formulated at any given time, shall be consisted with, and be
considered part of this remuneration policy. The rules of any such system shall be published on the
Bank’s website.

VI. Share option plan

The Bank’s Board of Directors is authorized?! to adopt a share option plan based on the provisions of
Article 10 of the Income Tax Act No. 90/2003 and to conclude share option agreements with the Bank’s
employees and employees of the Bank’s core subsidiaries.

The objective of adopting a share option plan shall be to align employees' interests with those of
shareholders and with the long-term interests of the Bank, to promote equity participation in the Bank’s
shares by employees with a view of increasing employee loyalty, and to attract and retain outstanding
employees. In line with Article 10 of the Income Tax Act, a share option plan must apply equally towards
all permanent employees of the Bank.

On the basis of a share option plan, and in line with the Article 10 of the Income Tax Act, each employee,
including the CEO, Deputy CEO and Managing Directors, shall be allowed to purchase shares in the
Bank for the maximum amount of ISK 1.500.0002? annually. An employee may not accumulate or defer
the exercising of acquired options. Options which have not been exercised shall be cancelled.

The purchase price shall be the weighted average price in trades with shares in the Bank during the
preceding 10 business days prior to the date of the share option agreement. Share option agreements
shall require at least 12 months to pass from entering into the share option agreement until the option
is exercised for the first time. If an employee exercises their share option, the purchased shares shall
be paid for in cash. An employee must commit to owning the acquired shares for at least two years in
order to be able use the tax concessions provided for by this plan, cf. Article 10 of the Income Tax Act.

The terms of any share option plan adopted shall be published on the Bank’s website.
VII. Reviewing and disclosing information on the policy

The remuneration policy shall be reviewed annually and submitted to an Annual General Meeting for
approval or rejection. The Board of Directors shall present the remuneration of Board Directors, the
Chief Executive Officer, Deputy Chief Executive Officer and Managing Directors at Annual General
Meetings as stated in Article 79a Act reNo. 2/1995 on Public Limited Companies, in accordance with
Act on Financial Undertakings. The remuneration policy may be reviewed more often, for example on
account of changes in legislation, and any such amendments must be submitted to a shareholders’
meeting._The remuneration policy is, at least annually, subject to central and independent internal
review for compliance with policies and procedures for remuneration adopted by the management body
in its supervisory function.

So presented for approval at the Annual General Meeting on 2615 March 2023.

! The Board of Directors obtained authorisation by the Bank’s AGM in 2020 to adopt a five-year share option plan. The
authorisation was expanded by a decision of the Bank’'s AGM in 2021, raising the maximum purchase amount in line with
legislative changes._The authority was expanded by a decision of the 2022 Annual General Meeting, so that the share option
plan includes the Bank’s subsidiaries, V6rdur tryggingar hf. and Stefnir hf.

2 Approximately EUR 10.395 using official exchange rate at 01.02.22




