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Supplement dated 5 September 2011
to the Base Prospectus dated 15 April 2011

€3,000,000,000

Programme for the Issuance of Loan Participation Ntes
to be issued by, but with limited recourse to,

PKO Finance AB (publ)

(incorporated with limited liability under the laves the Kingdom of Sweden)
for the sole purpose of financing senior and suinated loans to

Powszechna Kasa Oszednosci Bank Polski Spétka Akcyjna
(incorporated as a joint stock company in the Réipudf Poland)

This document constitutes the second supplememrt #Hecond Supplemeri) to and must be read in
conjunction with the Base Prospectus dated 15 A1, as amended by the first supplement dateahé J
2011 (the First Supplement’) (together, the Base Prospectuy, prepared by PKO Finance AB (publ) (the
“Issuer’) and Powszechna Kasa Osgdrcici Bank Polski Spétka Akcyjna (theBbrrower” or the “Bank”)
with respect to the programme for the issuancea Iparticipation notes (thédtes) referred to above (the
“Programme”).

The terms defined in the Base Prospectus haveatie sneanings ascribed thereto when used in thisn8ec
Supplement. To the extent that there is any insb@scy between any statement in this Second Suppleand
any other statement in or incorporated into theeBaospectus, the statements in this Second Supptesill
prevail.

Application has been made to the LuxemboDognmission de Surveillance du Secteur Finanithes “CSSF),
which is the Luxembourg competent authority for therpose of Directive 2003/71/EC, as amended (the
“Prospectus Directivé) and relevant implementing measures in Luxembdorg@pprove this document as a
Second Supplement.

Each of the Issuer and the Borrower accepts refiplitysfor the information contained or incorpoeat by
reference in this Second Supplement. To the betsteaf knowledge (having taken all reasonable tamnsure
that such is the case), the information contaimethis Second Supplement is in accordance witifabes and
contains no omission likely to affect its import.

Publication of the Semi-Annual Financial Statement®f the Borrower

This Second Supplement has been prepared pursuénticle 16.1 of the Prospectus Directive and életi1l3
of the Luxembourg Law on prospectuses for secsrilated 10 July 2005 (thd_-uxembourg Law”) in
connection with the release by the Borrower on Lgust 2011 of its condensed interim consolidatedrftial
statements for the six-month period ended 30 J@id Zthe Condensed Interim Consolidated Financial
Statement$) and the independent registered auditor's repmnt the review of the Condensed Interim
Consolidated Financial Statements (theiditor's Report”) and for the purposes of incorporating by refeen
the Condensed Interim Consolidated Financial Statgsnalong with the Auditor's Report as set oubbelA
copy of the Condensed Interim Consolidated Finadrfiatements and of the Auditor's Report has bded f
with the CSSF and is incorporated by reference, iabal forms part of, this Second Supplement andsifbye

of this Second Supplement, is incorporated intd, fanms part of, the Base Prospectus.



The following information is included on the indied pages of the Condensed Interim Consolidatean€ial
Statements:

(a) Consolidated Income Statement page 4
(b) Consolidated Statement of Comprehensive Income ge pa
(c) Consolidated Statement of Financial Position fage
(d) Consolidated Statement of Changes in Equity Bage
(e) Consolidated Cash Flow Statement page 7

(f) Notes to the Condensed Interim Consolidated FirduStatements pages 8-66
The following constitutes the Auditor's Report:

(9) Independent registered auditor’s report on theerg\wf the condensed interim consolidated financial
statements for the period from 1 January to 30 20id

Any information not listed above but included inl@cument incorporated by reference is given foorimiation
purposes only. Each of the Borrower and the Isaaeepts responsibility as to the accuracy and cetepéss
of any translations into English set out in anywhoents incorporated by reference in this Base Raigp.

Risk factors

The section titled ‘Risk factors’ set out on pad@so 29 of the Base Prospectus shall be deemieel &amended
as set out in Annex A hereto.

Description of the Group

The section titled ‘Description of the Group’ seit on pages 39 to 83 of the Base Prospectus shakémed to
be deleted and replaced with Annex B hereto.

Industry overview

The section titled ‘Industry overview’ set out oages 84 to 87 of the Base Prospectus shall be detarise
deleted and replaced with Annex C hereto.

Banking Regulations in Poland

The section titled ‘Banking Regulations in Polasét out on pages 88 to 90 of the Base Prospecaliskxh
deemed to be deleted and replaced with Annex Dtdwere

General Information on the Bank

The section titled ‘General Information on the Basdt out on pages 91 to 98 of the Base Prospattalt be
deemed to be deleted and replaced with Annex Edere

Management and Corporate Governance

The section titled ‘Management and Corporate GaMeea’ set out on pages 99 to 112 of the Base Reaspe
shall be deemed to be deleted and replaced witleXARrhereto.

Significant and Material Change

On 7 July 2011, the second series of Notes und@ePtbhgramme, with a total face value of CHF 250,000,

was issued under the Programme. These Notes liesgdhat a fixed rate of 3.538% per annum, paidialty,

and have a maturity of five years. These Notesliated on the SIX Swiss Exchange. In connectiorhiite

issuance, on 7 July 2011 the Bank borrowed funat® fihe Issuer, representing the proceeds fromstheance
of the Notes, to be earmarked for the general Gimgnpurposes of the Bank. The loan bears intexeatfixed

rate that corresponds to the rate of interest bbynie Notes issued. The loan is senior and umedand was
extended for a term of five years.



On 12 August 2011, the Bank issued, on the noniputirket and under a program for the issuancesaktry
bonds on the domestic market of up to PLN 5,000@ID or the equivalent thereof in EUR, USD or CHF,
12,500 short-term discount bonds with a total vatiéLN 1,250.0 million. For a detailed descriptiohthe
issue, please se®éscription of the Group — Material Contracts — Maal Issues of Debt Securitie Annex

B to this Second Supplement.

On 23 August 2011, the Bank’s management boardivextea letter from the State Treasury and Bank
Gospodarstwa Krajowego, both shareholders of thek Baforming them of the temporary suspensionhaf t
sale of shares in the Bank by way of a public dfigerIn connection with the receipt of the lettdre Bank’s
management board decided to suspend any actiomectenl with the preparation for the sale of sharghe
Bank by way of a public offering and consentedhi® Bank signing and filing an application for thesgension

of the administrative proceedings pending befoeeRblish Financial Supervision Authoritid@gmisja Nadzoru
Finansowegp (the “PFSA") relating to the approval of the prospectus. Wlilnew date of the offering has not
yet been determined, the Ministry of the State Juew has announced that the decision on the neingiof

the offering will be made in late October or eddigvember, once the global financial markets stadili

General

Save as disclosed in this Second Supplement, bizerdeen no other significant new factor, matenigtake or
inaccuracy relating to the information includedtie Base Prospectus which is material in the corgéxhe
Programme since the publication of the First Supplet.

Copies of this Second Supplement and of the doctsnecorporated by reference into this Second Sameht

can be obtained, free of charge, at the specifféides of Citibank, N.A., London Branch and DexiarRjue
Internationale a Luxembourg, unless such documéatee been modified or superseded. The Second
Supplement as well as such documents which have iheerporated by reference into this Second Sup@te

will also be available to view on the website af thuxembourg Stock Exchange (www.bourse.lu).

In accordance with Article 16.2 of the Prospectire@ive and Article 13 paragraph 2 of the Luxemtgouaw,
investors who have already agreed to purchase lmscabe for the securities before the publicatiérthis
Second Supplement have the right, exercisable mihime limit of two working days after the pulalion of
this Second Supplement, to withdraw their accegtanc
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ANNEX A

(@) The sub-section titled ‘Risks Relating to Mamonomic Conditions’ on pages 10 to 11 of the Base
Prospectus shall be deemed to be deleted and eelphdth the following wording:

“Risks Relating to Macroeconomic Conditions

Global Economic Conditions Have Had, and Will Contie to Have, an Effect on the Group’s Business,
Financial Condition and Results of Operations

The global economy, the condition of financial metgk and macroeconomic developments in Europe all
significantly influence the Group’s results of opéons. The world financial system has experienced
unprecedented levels of volatility since 2007 dueadverse credit and liquidity conditions in théeimational
financial markets and disruptions in the globaliedpnarkets. These economic conditions have leglitiening
credit spreads, reduced availability and increasest of funding, fluctuations in capital marketsidahave
contributed to declining asset values, and tight@ding terms and conditions in the internationahking
system, including in Poland.

The financial turbulence since 2007 and its affézets on the wider economy have led to generallyran
difficult earnings conditions for the financial $ec and have placed significant pressure on firanci
institutions, several of which have either failetkrged or sought aid from governments, nationairaebanks
or the International Monetary Fund, which intervetiiy injecting liquidity and capital into the fineial system,
including by participating in the recapitalizatioof several financial institutions. If further deftay
nationalizations or similar adverse conditions eccequisite liquidity levels could become morefidiilt and
costly to procure by financial institutions, whichuld have a material adverse effect on the busjrig&ncial
condition or results of operations of the Group.

While there was some recovery in many countriesndu2010 and in the first half of 2011, there hdezn
significant differences in the strength of the ey in the various national economies. A numbecaintries
in Europe, for instance, are still struggling witlige budget deficits. Certain measures have bdepted to
provide support to countries with distressed sdgerdebt as a result of the financial crisis, inlthg Greece,
Ireland and Portugal.

Further, adverse macroeconomic developments cahtteasing unemployment rates and declining lea#ls
consumer confidence including in financial insidos and, thus, to a reduction in demand for fifgnc
services. These conditions may lead to a redudtiogrowth and, in some cases, contraction of fifgnc
institutions’ ordinary business, an increase in tiost of credit, declines in share prices and asaktes,

accelerated loan impairment losses, and decreaeéthpility.

A slow recovery of the world’s economies or a dawntin the global economy could impact growth inapd
and, therefore, adversely affect the businessnéiiah condition and results of operations of ther.

Poland’s Economic, Political and Social Conditiortdave Affected and Will Continue to Have an Effecho
the Group’s Business, Financial Condition and Ressilof Operations

The Group conducts its operations almost entirelfoland, where the overwhelming majority of iigids and
assets are located. Therefore, macroeconomic factétating to Poland, such as GDP, inflation, eserand
currency exchange rates, as well as unemploymengppal income and the financial situation of conigs,
have a material impact on customer demand, loamimment allowances and margins for PKO Bank Polski
Group’s products and services, which materiallget the Group’s business, financial condition egslilts of
operations.

The Polish economy remains vulnerable to marketndoms and economic slowdowns in the global markets
GDP growth in Poland slowed during 2009 due toglobal economic crisis, which led to a deterionatio the
employment market and an increase in the unemploymae in Poland from 9.5% at the end of December
2008 to 11.8% at the end of June 2011 (accordinGWs). Increased unemployment and slower economic
growth contributed to a decrease in the growth o&teoth loans and deposits for the Polish bankigjor.

The Polish banking sector began to experience aagf® of liquidity in 2008, which continued into )
increasing competition for retail deposits. Therewpuic slowdown in Poland reduced the growth ratéhef
Group’s portfolio of mortgage loans, corporate wamd consumer loans, in turn affecting the Grougs
interest income, and net fee and commission incad@eover, financing costs increased due to both th
limited availability of funding on the inter-bankarket, mainly driven by credit risk aversion, ananks’
increasing interest rates on deposits resultingelgrfrom tightening competition on the deposit kedy which
also had a negative impact on the net interestniecearned by the Group. In addition, the qualitythef
Group'’s loan portfolio deteriorated to a certaigm® as a result of the economic slowdown in Poland

Furthermore, market turmoil and economic deterioratould adversely affect the liquidity, businessad/or
financial conditions of the Group’s borrowers, whicould in turn, increase the Group’s impaired |oatios,
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impair its loan and other financial assets andltéswlecreased demand for the Group’s productsulch an
environment, consumer spending may decline and/dhee of assets used as collateral for the Grosgxsired
loans, including real estate, could also decreaggfisantly. Any of these conditions could have adverse
effect on the Group’s business, financial conditamil results of operations.

Moreover, the Management Board believes that cemtsiestors perceive the economic or financial étiores

of Central and Eastern European countries ({GEE countries’) to influence the economic or financial
conditions of Poland, and that financial asset€BE countries may be treated as the same “asst’ dig
certain foreign investors. As a result, these ittrssmay reduce their investments in Polish finalhassets due
to the worsening economic or financial conditionsother CEE countries. Specifically, the devaluatay
depreciation of any of the currencies in CEE cauafghair the strength of the PLN. A depreciation bét
PLN against foreign currencies may make it mordiadift for the Group’s customers to repay theirrisa
denominated in foreign currencies, which would haveegative impact on the Group’s business, firmnci
condition and results of operations. In additioeprdciation of the PLN against foreign currenciesild affect
the value of the foreign exchange derivatives Hgfdmany of the Group’s customers. As a result, ghes
customers could become unable to repay amountsudder these foreign exchange derivatives, whichdcou
also have an adverse effect on the Group’s busifirascial condition and results of operations.”

(b) The sub-section titled ‘Risks Relating to theo@’s Business’ on pages 11 to 26 of the Base
Prospectus shall be deemed to be deleted and eelphdth the following wording:

“Risks Relating to the Group’s Business
The Group Faces Competition in the Financial Institions Sector

In recent years the Polish banking sector has bednoreasingly competitive, in large part due teelstments
in this sector by international financial instituis as regulatory restrictions on the ability afefgn financial
institutions to operate in Poland have been sigaifily reduced. According to the PFSA, as of 3CeJ2dll
there were 48 commercial banks operating in Poland,the market share of the five largest banitkerPolish
banking sector by assets, value of client depasid amounts due from non-financial sector entitiese
44.4%, 46.5% and 39.1%, respectively, as of 30 2044.

The Group faces competition primarily in its unis@rbanking activities, where its competitors inleluarge
international financial institutions operating hetPolish retail and corporate banking markets.

Increased competition from financial institutionlseady operating in Poland, as well as the entrynefv
international financial institutions to the Poligkarket, may have a negative impact on the Groupiliyato
sustain its margin and fee levels, particularlyhié Group’s competitors possess greater finaneisources,
access to lower-cost funding and a broader offedfgproducts than the Group. In addition, incregsin
competition could lead to significant pressure ba Group’s market shares. Increasing competitiothe
banking industry has already led to and may, inftinére, continue to lead to increased pricing puess on the
Group’s products and services, which could haveadverse effect on the business, financial condidod
results of operations of the Group.

The Rate of Growth of the Polish Banking Sector M&g Significantly Reduced

In recent years, the Polish banking sector hasreeqgeed high levels of growth, supported by theéasing
earning power and wealth of the Polish populatiod the overall growth of the Polish economy. Howeve
starting in 2008 the growth rate of the Polish baglsector began to slow and as of the date ofSéeond
Supplement to the Base Prospectus, it remainsvaaiveaker than before. There can be no assuréwatehe
growth rate of the Polish banking sector will rettio previous levels or that it will not continuz glow or that
current levels of growth will be sustained in theufe, which could have a material adverse effecthe
Group’s business, financial condition or result®pérations.

Increased Regulation of the Financial Services amanking Industry in Poland and Internationally Cow
Adversely Affect the Group’s Business, Financial @dition and Results of Operations

Given current market conditions in which public @ph and governments in a number of countries are
appealing for tighter regulation of the financiahgces and banking industry, it is likely thatamational as
well as Polish laws and regulations on financiavises and banking activities will become morernietve.

For instance, in December 2010, leaders of the Gadurwenty (‘G-20") endorsed the agreement reached by
the Basel Committee on the new bank capital adeggaad liquidity framework. The agreement is intethde
increase the resilience of the global banking syste

Moreover, in February 2010, the European Commiskianched a public consultation with regard to fimes
changes to the capital requirements directives diatestrengthening the resilience of the bankirngoseand the
financial system as a whole, the draft of whichxpected to be presented during the second hahf. On 16
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December 2010, the Basel Committee on Banking $igien published two documents proposing fundamenta
reforms to the regulatory capital framework. Agheé date of the Second Supplement to the Base €, it

is not entirely clear how the reforms introduced Bgsel Ill and CRD 4 will affect the business, final
condition and results of operations of the Group.

In 2008, the PFSA published Recommendation S (Which was subsequently amended in 2011.
Recommendation S (Il) imposed restrictions on thei§n currency lending activity of Polish banksieh
limited the Group’s ability to grant loans in fogeicurrencies.

In February 2010, the PFSA published Recommendatjomhich is intended to improve risk management in
banks, including limiting excessive credit exposarethe part of retail borrowers. The PFSA stipedathat
lending should be limited to no more than that whian be serviced by 50% of the average net moitbgme

for retail borrowers with a monthly net income atelow the level of the national average net migrititcome
and 65% of the average net monthly income for #lepborrowers. These limitations may reduce theu@'s
pool of potential clients for mortgage loans andstoner loans in particular. The Group complied with
Recommendation T within the August and Decembef2i¥adlines set by the PFSA.

The Ministry of Finance was working on legislatimnposing an obligation on financial institutionsgiuding
banks) operating in Poland to make contributions ¢tedicated fund which could be used to prevetitror the
effects of any potential future crisis on the fioh markets in Poland (in effect, a banking tag.of the date
of the Second Supplement to the Base Prospectudetadls of the proposed legislation have beenigpldd.
However, it is anticipated that as with similariggtion in effect in other Member States, the dbation made
by each financial institution under any proposegiskation would depend on the value of its equityits
balance sheet total. As of the date of the Secampl8ment to the Base Prospectus, according toigbyubl
available information published by the Ministrykihance, the work on such regulations has beeufistied.

On 18 December 2011, the Act on Consumer Credédda? May 2011 (theNew Consumer Credit Act)
increasing disclosure obligation on creditors wifiter into force. The New Consumer Credit Act wétuire
lenders to inform their clients of the aggregateoant of interest, commissions and fees charge@imection
with consumer loans, which will enable consumersmtore easily compare the consumer loan products
available on the market, but may cause a declinmtarest in the Group’s consumer loans. In addjtion
29 July 2011 the Sejm (the lower house of the Rgfiarliament) adopted a bill amendirigter alia, the
Consumer Credit Act and the New Consumer Credit B\ctintroducing an explicit obligation on banks to
accept, in the case of mortgage loans denominatédréign currencies, the payment of both principad
interest in such foreign currencies and not torigtsh consumer's right to obtain foreign curreadiem any
sources (for example, from other banks or foreigohange points). The above bill came into force26n
August 2011.

In addition, in July 2011, a law amending the tewhs government-sponsored housing loans progrdiedca
“Rodzina na swoifrwas adopted; it entered into force on 31 Augut® The new law limits the metric area
of apartments eligible to participate in the progrand modifies the definition of eligible benefités. The new
law represents a step towards a gradual terminafitime program.

Each of the above-mentioned changes could dectkagBroup’s return on investments, assets or daftita
possible that the Group will incur increased casts result of tighter regulation and its growtteptial could
be significantly limited. Any of these factors cduhaterially adversely affect the Group’s busindissncial
condition or results of operations.

The Group May Fail in Implementing its Developmeahd Business Expansion Strategy

The PKO Bank Polski Group’s strategic vision isathieve long-term sustainable growth and profitgbil
through a secure and modern universal banking madelell as to maintain and enhance its leadership
position in the Polish financial market. The Graims to diversify its business through a univetzadiness
model. In this context, the main objectives of @Goup’s strategy include: (i) building customer dtty and
attracting new clients; (ii) increasing businesshwexisting customers; (iii) maintaining operatingd cost
efficiency; (iv) focusing on core activities andestmlining the Group’s structure; (v) maintainingstaong
capital base and liquidity profile; and (vi) atttiag and retaining experienced management and, siaff
fostering a dynamic organizational culture (sBescription of the Group — Strateyy

The Group may fail to achieve its major stratedigeotives in the upcoming years due to factors sagh
difficult economic or market conditions, strictergulatory requirements imposed on the banking avahéial
services sector in Poland and, globally, increasedpetition on the Polish banking market, changeslient
behavior or the failure of the newly-implemented d¥stems (including the CRM system) to achieve the
expected parameters and objectives. These devehldpnemmpounded with multiple other factors renmaini
beyond the Group’s control, could affect the busindinancial condition and results of operatiohthe Group.



The Expansion of the Group’s Product Portfolio andustomer Base May Involve Increased Risk

As part of the implementation of its developmenttgtgy, the Group has undertaken steps to diveitsfy
business by providing a wider range of productidsteetail customers as well as attracting corpoeatd local
government clients. These newer products, whichudec consumer loans and several corporate banking
products, generally, offer a higher margin to theup but may also carry a higher level of risk. rEfiere, the
Group cannot provide assurance that its histopealormance with respect to these products wilingkcative

of their future performance. Furthermore, the Gisupansactions with new customers present an ase@
business risk resulting from the lack of historicdbrmation about the customers’ creditworthingsputation

and risk profile. Any of the above factors may adety impact the business, financial condition eeslits of
operations of the Group.

The Group May Not Be Able to Maintain the Qualityf tts Loan Portfolio

The quality of the assets in the Group’s loan ptidfis affected by changes in the creditworthinegsts
customers, their ability to repay their loans amej the Group’s ability to enforce its securityeirsts on
customers’ collateral should such customers faikefmay their loans and whether the value of sudlateoal is
sufficient to cover the full amounts of those loans

In addition, the quality of the Group’s loan politfomay deteriorate due to various other reasamspuding
internal factors (such as failure of risk managenpeocedures) and factors beyond the Group’s cb(gueh as
any negative developments of Poland’s economytieguh the financial distress or bankruptcy of tBeoup’s
customers, or restriction of credit information ceming certain customers).

The Group’s impaired loan ratio increased from 7.8800f 31 December 2009 to 8.0% as of 31 December
2010, and decreased to 7.6% as of 30 June 201lacechfp 31 December 2010.

The Group’s loan portfolio has increased signiftbain recent years, following a key strategic démn to
increase the loan portfolio of the Group severalrgeago. As a result of this recent growth in tmeup’s loan
portfolio, and especially the mortgage loan poitioh significant portion of the loan portfolio hast yet
reached the period when default is most likely #redGroup’s default rate may increase as theses|season.
If the default rate significantly exceeds the défeate that was assumed in setting interest farethese loans,
the Group’s business, financial condition and rtssal operations could be adversely affected. kditaah, the
Group cannot give any assurance that it will bee @bl maintain, in the future, the growth rate of liban
portfolio comparable to the recent past. Therefbistorical growth may not be indicative of foresdature
growth.

Any deterioration in the Group’s loan portfolio djtya could have a material adverse effect on theupis
lending activity, financial condition or results gperations.

The Group’s Impairment Allowance May Not Be Adeqeato Cover Actual Losses from the Group’s Loan
Portfolio

The Group’s impairment allowance for loans and ades to customers are determined based on models
approved by the Management Board which take intoaat an assessment of future cash flows for iddiadly
significant loans; prior loss experiences, and ltesof grading and scoring; the volume and typdeoiding
being conducted; collateral type; the volume of gl loans; economic conditions; and other faatelated to

the collectability of the Group’s loan portfolio.

As of 30 June 2011, the Group'’s ratio of coverdgenpaired loans stood at 49.2%.

The determination of the impairment allowance fmrs and advances to customers is subject to dieagion

of credit risk and may be affected by numerous diat including uncertainties relating to the cutren
macroeconomic environment. The Group could be redub increase or decrease its impairment alloevéoic
loans and advances to customers in the futurerasudt of increases or decreases in impaired assetsanges
in the value of parameters used to determine impait allowances (the rate of recovery and theilikeld of
default).

The mortgage loan portfolio represented 46.8% ef @roup’s gross lending portfolio as of 30 June1201
Downturns in the residential and commercial redhtes markets or a general deterioration of economic
conditions in the industries in which the Groupistomers operate, may result in illiquidity andeglthe in the
value of the collateral securing the Group’s loaneluding a decline to levels below the outstagdimincipal
balance of those loans. A decline in the valueatiiteral securing the Group’s loans or the inépild obtain
additional collateral may, in certain cases, regjtire Group to reclassify the relevant loans, imp@Ens or
increase its impairment allowance.

Any increase in the impairment allowance for loansg advances to customers, any loan losses in®ertdse
previously determined impairment allowance for kamd advances to customers with respect theretmyo



changes in the estimate of the risk of loss inharethe Group’s loan portfolio could have an adeeeffect on
the Group’s business, financial condition and rssofl operations.

The Group’s Risk Management Methods May Prove Ireffive at Mitigating Credit Risk

Losses relating to credit risk may arise if thek neanagement policies, procedures and assessmémbdae
implemented by the Group to mitigate credit riskl @o protect against credit losses prove less &@fethan
expected. The Group employs qualitative tools aretriocs for managing risk that are based on observed
historical market behavior. These tools and metmey fail to predict future risk exposures, espécia the
current market environment of increased volatilitgd falling valuations. The risk management systems
employed by the Group may prove insufficient in sweing and managing risks, especially in consuimante

and corporate banking, given the Group’s limitegpaience in such segments. As a result, the Group’s
business, financial condition and results of openatmay be adversely affected.

The Group Is Exposed to Risk Resulting from the @teng, Financing and Securing of Foreign Exchange
Denominated Loans

A substantial portion of the assets of the Bank5%8as of 30 June 2011), especially the mortgage lo
portfolio, is denominated in foreign currenciespmarily CHF and EUR. The vast majority of retailstomers
who have mortgage loans denominated in foreignecwies earn their income in PLN. Those customess ar
usually not protected against the fluctuationshef éxchange rates of the PLN against the currehttyedoan.
Consequently, any depreciation of the PLN againstdurrency in which a loan is denominated resaoltan
increase in the monthly installment after its casi@n into PLN. Such increases may result in diffies
related to the repayment of the assumed loans hwhiturn may lead to a decrease in the qualithefGroup’s
loan portfolio and an increase in impairment prioris for loans and advances extended to the Group’s
customers, which may adversely affect the busirfeemcial condition and results of operationsh# Group.

Moreover, as of 30 June 2011, 10.1% of the Bankilities were denominated in foreign currenci€be
value of the Group’s loan portfolio denominateddreign currencies is substantially larger thanvéalkeie of the
Group'’s liabilities denominated in foreign currezgi Thus the Group partly reduces its foreign exghaisk
exposure through derivative transactions. The glpitaturities of these derivative contracts arateihdhan the
maturities of the underlying loans that are denatad in foreign currency and, furthermore, the austrs
have the option to change the currency of theindaa PLN. As a result, the Group is required tbaeer such
contracts when they mature, and it is exposed tkebgrice fluctuations of these derivatives. Causmtly,
significant increases in the prices of such derreatontracts may adversely affect the funding £adtthe
Group’s foreign-currency denominated loan portfolidich, in turn, could adversely affect the busies
financial condition and results of operations & roup.

Changes in Interest Rates Caused by Many Factorsy@el the Group’s Control Can Have Significant
Adverse Effects on the Group’s Net Interest Income

The Group derives the majority of its net incomanirbusiness activities from net interest income {fie year
ended 31 December 2010 the Group’s net interesiiecconstituted 63.9% of the Group’s net incomenfro
business activities and 67.2% of the Group’s nebrme from business activities in the six monthseen80
June 2011). As a result, the Group’s operationsaéfiected by fluctuations of interest rates in Rdlaand
Europe. In particular, the Group’s operations delpen the management of the Group’s exposure toeisite
rates, and the change of the relationship betwearkeh interest rates and interest margins. A misimaf
interest-earning assets and interest-bearing ili@silin any given period could, in the event ofobes in
interest rates, reduce the Group net interest mangil have a material adverse effect on the Grogt' interest
income and, thereby, on business, financial camaitind results of operations of the Group.

In addition, the increase in interest rates mayltes an increase in the installment amounts pajdthe
Group’s customers. Such increase may result incdliffes related to the repayment of the assumeadp
which in turn may adversely affect the businesgricial condition and results of operations of@reup.

The Value of the Group’s Securities Portfolio MayeBNegatively Affected by the Prices of Polish Tregs
Securities

As of 30 June 2011, 66.7% of the Group’s securipestfolio (which comprises financial instruments
designated at fair value through profit and losadihg assets, investment securities availablesébe, and
securities held to maturity) was composed of séesrissued by the Polish government. An adverfxiedn
the price of the Polish Treasury securities maygdgsed by factors such as: the increased suppgaifrities
issued by the Polish government in the trading etauidue to either increased issuance of such siesuoy the
Polish government in order to finance the budgétitiean increase in the volume of sales of suetusities by
investors or in domestic interest rates; or a doaug of Poland’s sovereign ratings. Should the Gritempt
to sell all or a portion of the Polish Treasury wétes it holds in its investment portfolio to éince its
operations, the factors mentioned above would ageaffect the price it could receive, which woulave an
adverse effect on the business, financial conddioth results of operations of the Group.
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The Bank Faces Liquidity Risk

The Bank becomes exposed to liquidity risk whenrttaurities of its assets and liabilities are natched. For
example, the Bank may be exposed to increasedlityjuisk as a result of its significant holdingsreal estate
mortgage loans, which are long-term assets thafigaaced by short-term and on-demand depositsuifgt
mismatches between the Bank's assets and liabilitiey have an adverse effect on the Bank’s business
financial condition and results of operations, esgby if the Bank is unable to obtain new depositsfind
alternative sources of funding to fund existing/anduture loan portfolios.

In terms of current and short-term liquidity, thari is exposed to the risk of unexpected, rapithdvdwal of
deposits by its clients in large volumes. Non-ficiahand budget deposits are the Bank’s primarycoof
funding. As of 30 June 2011, 99% of its amounts tueustomers had maturities of one year or lesls4a%o
were payable on demand. If a substantial portiath@Bank’s clients withdraw their demand depoaitdo not
roll over their term deposits upon maturity, thenBa liquidity position, financial condition and selts of
operations may be adversely affected.

Current liquidity may also be affected by unfavdeatinancial market conditions. If assets held g Bank in
order to provide liquidity become illiquid due tmfareseen financial market events or their valuepdr
substantially, the Bank might not be able to meebbligations as they come due and therefore ntigtibrced
to resort to interbank funding, which, in the eveftan unstable market situation, may become ekcdgs
expensive and uncertain. In addition, the Bank'ditgbto use such external funding sources is dlsec
connected with the level of credit lines availabdethe Bank, and this in turn is dependent on ta@k®

financial and credit condition, as well as genematket liquidity.

Realization of liquidity risks and the inability taise sufficient funds to finance its operatioparticularly its
lending operations, may have an adverse effechermutsiness, financial condition and results ofrajens of
the Group.

Any Reduction in the Bank’s Credit Rating, Includgn a Reduction Due to a Decrease of The State’s
Shareholding, Could Increase Its Cost of Funding drhdversely Affect Its Interest Margins

Credit ratings affect the cost and other terms uphbith the Bank is able to obtain funding. On 18eJ2009,
Moody's downgraded the Bank’s long-term local caoe deposit rating from “Aa2" to “A2” with a stable
outlook and its financial strength rating from “@' “C- “ with a negative outlook. Fitch assignedtihe Bank a
support rating of “2” on 18 December 1996, whicmates a bank for which there is a high probabitfy
support from the State Treasury. This probabilitysopport indicates a minimum long-term rating flauf
“BBB-". The support rating of “2” was maintained I#jtch on 9 August 2010 and on 4 August 2011. On 25
August 2004, Standard & Poor’s assigned to the Bafdng-term local currency liabilities rating dBBBpi”

and in September 2010 it upgraded such rating t@i"AThis rating was maintained by Standard & Psan

10 May 2011. Moreover, in December 2007, Capitélligence assigned to the Bank a long-term foreign
currency liabilities rating of “A-" and in JanuaB®010 it increased the support rating from “2” t6.“On 30
May 2011 Capital Intelligence corrected a finansiength rating from “BBB+” to “BBB”. Unlike Moody,

the long-term and financial strength ratings assighy Fitch, Standard & Poor’s and Capital Intellige are
unsolicited.

The Bank does not provide detailed informationdaresiule in-depth meetings with Standard & PoorighFor
Capital Intelligence and, therefore, these rateagsonly based on an analysis of the Bank’s pubtidinancial
information, as well as additional information ihet public domain. As a result, the Bank cannot ijol@v
assurance that the long-term or financial stremgtings assigned by Fitch, Standard & Poor’s ori@hp
Intelligence will reflect the most current infornat regarding the Bank’s credit quality. A reduction the
Bank’s long-term and financial strength ratings Idoincrease the costs associated with its financing
transactions on the inter-bank and debt marketimpede the Bank’s ability to diversify its souradsfunding
through the inter-bank and debt markets, whichdaualversely affect the Group’s business, finanmeldition
and results of operations.

Furthermore, there can be no assurance that foltpwhe proposed sale of shares in the Bank by tate S
Treasury and BGK, the Bank’s credit ratings, esgbcits support and financial strength ratingsll wot be
downgraded. Any downgrade of the Group’s crediingst could adversely affect the Group’s business,
financial condition and results of operations.

The Group May Not Be Able to Sustain Its Current tes of Margins on Loans and Deposits

Net interest income is the most significant compr@ the Group’s net income from business acgsitand
represented 63.9% of the Group’s net income frosirnass activities during 2010 and 67.2% of the @ounet

income from business activities in the six monthdezl 30 June 2011. The net interest income of i@ Bank

Polski Group depends primarily on the level ofiiferest-earning assets and interest-bearing iliaisil as well
as the average rate earned on its interest-eaassgts and the average rate paid on its interasinige
liabilities.



Various factors could make the Group unable to taainits current levels of margins on loans andodép,
including increasing market competition, changimgnand for fixed rate and floating rate loans, cleang the
monetary policy of the Monetary Policy Council, ieased inflation and changes in both WIBOR and
international interbank interest rates as welllenges in FX derivative transaction costs, namebps.

The Group could suffer from the adverse effectsl@freasing margins for a variety of reasons, inotud(i)
market interest rates on floating rate loans deereend the Group is unable to off set such decrbgse
decreasing the rates payable on deposits; orntigrést rates payable on deposits increase antrbep is
unable to off set such increase by increasing ratésans to customers due to increased pricingpsgition
among the banks. Decreasing margins may resustverl net interest income, and therefore adverdégtahe
business, financial condition and results of openatof the Group.

The Group May Be Unable to Satisfy Its Minimum Caai Adequacy and Other Regulatory Ratios

The Group is required to maintain a minimum capé@équacy ratio of 8%. As of 30 June 2011, the Grsou
capital adequacy ratio stood at 12.58%. Certaireldgvnents could affect the Group’s ability to coog to
satisfy the current capital adequacy requiremémttiding:

. an increase of the Group’s risk-weighted assets;

. ability to raise capital;

. the payment of dividends by the Bank to its shaldgrs;

. losses resulting from a deterioration in the Greugsset quality, a reduction in income levels, an
increase in expenses or a combination of all obthave;

. a decline in the values of the Group’s securitiefplio;

. failure to implement advanced credit and operatidsk assessment methods;

. unreliability of the Group’s estimates regarding #timount of capital needed to cover operating risk;

. changes in accounting rules or in the guidelinganmging the calculation of the capital adequacipsat

of banks (such as the recently announced planrexbels in the calculation of capital requirements fo
credit risk); and

. changes in PLN exchange rates for the foreign oares in which the Group’s loan and advances to
customers are denominated.

The Bank may also be required to raise additiongltal in the future in order to maintain its capidequacy
ratios above the minimum-required levels. The Bardbility to raise additional capital may be limitey
numerous factors, including:

. the Bank’s future financial condition, results gfeoations and cash flows;

. any necessary government regulatory approvals;

. the Bank’s credit rating;

. general market conditions for capital-raising atiéé by commercial banks and other financial

institutions; and
. domestic and international economic, political atfter conditions.

Moreover, there can be no assurance that the Balhlbevable to comply with potentially more stringe
prudential regulations concerning capital adequanger Basel Ill (i.e., further changes to the CRD).
addition, due to the Bank’s position in the Polisarket and its place in the Polish financial systérare can
also be no assurance that the Bank will not beideresd by the regulators to be a systematicallyoirigmt
financial institution and therefore subject to eweore stringent capital adequacy requirements.

The Group cannot assure prospective investorsttiadll not need to raise additional capital in theure, nor
can it assure prospective investors that it willdtde to obtain such capital on favorable termsa itimely
manner or at all. Failure to maintain the minimuapital adequacy and other regulatory ratios orthermvise
maintain sufficient levels of capital to conduce tBank’s business may have an adverse effect obuieess,
financial condition and results of operations af tBroup. Moreover, a breach of laws relating tortiieimum
capital adequacy and other regulatory ratios mauylren entities in the Group being subject to aulstrative
sanctions which may result in an increase in therating costs of the Group, loss of reputation,,and
consequently, an adverse effect on the businems)dial condition and results of operations of@mneup.
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The Group May Not Comply with Certain Regulatory @érements Applicable to Banking and Other
Regulated Businesses, as well as with the Guiddiget Forth by the Polish and the Ukrainian Banking
Regulatory Authorities

In addition to its banking operations, the Groupoatenders other regulated financial services dfetso
financing products, including brokerage and truasivities or pension and investment funds operatiohat are
subject to supervision by the PFSA, the authonigreising supervision over the financial marketd hanking
sector in Poland. The level of supervision and l&gn of these products and services is also &fteby,
among other things, directives and regulationseidsby European regulatory authorities. Additionallye
business, financial condition and results of openat of the Group’s activities in Ukraine are afegtby many
legal regulations, instructions and recommendationduding those issued by the National Bank ofairke
(the “NBU").

The Bank and other Group entities may not be ablentet all applicable regulatory requirements or
recommendations of the regulatory authorities &g may be subject to sanctions, fines and othegilpes in
the future for their failure to comply with the djspble requirements. Any such sanctions, finesothrer
penalties as well as changes in regulatory req@mesnmay have an adverse effect on the business)cial
condition and results of operations of the Group.

The Group’s Operations in Ukraine Pose Certain Risknd Could Generate Further Losses

The Group has offered banking services in Ukraiimees August 2004, when it acquired an interest in
Kredobank. Given that Kredobank is a subsidiarytief Bank, the results of operations and the firanci
condition of Kredobank have a direct impact on @Geup’s net interest income, net fee and commission
income, the quality of the loan portfolio and thet impairment allowance, and, as a result, on fferaiing
profit of the Group.

The economic conditions in Ukraine, and particylariaterial changes in the business environmentthed
level of competition in the Ukrainian banking secimpact the operations and financial results ofdobank.
In addition, the Group is subject to certain risksulting from a high degree of autonomy in the ditkian

governmental, regulatory and tax authorities’ eiserof power.

The legal system in Ukraine is volatile, which t¢esauncertainties that do not exist in countriethwnore
developed legal systems with respect to many ofebal and business decisions that Kredobank makese
uncertainties result from, among other things, ghssibility of adverse changes in laws, the existeof gaps
and inconsistencies between laws and the regulatocture, and difficulties in enforcement due ao
underdeveloped judicial system. This could potdigtihave an adverse impact on the business, fiahnci
condition and/or results of operations of KredobaRirthermore, the nature of much of the legistatio
Ukraine, the lack of consensus about the scopdenband pace of economic and political reform tnedrapid
evolution of its legal system, place the enforckighbdf laws and regulations in doubt and resulambiguities,
inconsistencies and anomalies. The independentkeeojudicial system and its immunity from politicahd
economic influences in Ukraine remains largely sted, and court orders are not always enforcedllmwed
by law enforcement agencies.

In February 2009, the NBU and Kredobank entereal amt agreement setting forth a performance imprevem
plan for Kredobank’s profitability and financial maition. Kredobank’s obligations under its agreetnith the
NBU were satisfied with respect to its capital fiosi. On 20 April 2011, Kredobank and the NBU sidrike
new agreement amending the NBU requirements coimggtine existing condition of Kredobank. As of tifete

of the Second Supplement to the Base Prospectaesiokank has failed to comply with certain requiretaef
the Ukrainian bank regulations and the limits imggb®n Kredobank in the above-referenced agreemitht w
the NBU. According to Ukrainian banking regulatipifsa bank breaches the terms of an agreemenuteac
with the NBU, the NBU has the right to terminatels@greement and to impose on the bank certairtisasc
provided for by the Ukrainian banking regulatioitierefore, the Group cannot give any assurancetlieat
NBU will not take additional enforcement measurgaiast Kredobank, including a mandatory capitatéase,

a ban on or suspension of high risk transactions/cs the appointment of temporary administratitme (
equivalent of mandatory managemezdrgd komisaryczry at Kredobank. All such measures could adversely
impact the business, financial condition and resofitoperations of Kredobank and, in turn, the @rou

In addition, on 30 June 2010 and 15 November 26&0Bank extended two guarantees to Kredobank which
secure the repayment of loans under certain loaeeatents entered into by Kredobank as the lendss. T
nominal value of the guarantees amounts to USD mll®n. Both guarantees expire on 17 January 2012

If the economic conditions in Ukraine become mageese or there are any major changes in the conditi
relating to the conduct of business in Ukraine,@meup may be required to recognize additional inmpant on
Kredobank’s credit portfolio. This impairment, aslias financial performance of Kredobank that &&se than
currently expected, and an increase of impaireddpaould adversely affect the business, finanosidition
and results of operations of the Group.
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The Group Is Subject to Operational Risk Inheremt tts Business Activities

The Group is subject to the risk of incurring Iasse undue costs due to inadequate or failed iatgnocesses,
failures of people or systems, or from externalnéweuch as errors made during the execution donpesance

of operations, clerical or record-keeping errorssibess disruptions (caused by various factors aaddoftware
or hardware failures and communication breakdowfsjure to execute outsourced activities, criminal
activities (including credit fraud and electronidnees), unauthorized transactions, robbery and danta
assets.

The Group may also be subject to risks from indisigrertaining to product or contract flaws, legabdtes, as
well as penalties and fines imposed on the Groupdmyulatory authorities for infringement or atteegbt
infringement of the law, market standards and renendations.

The Group also faces risk due to the outsourcingaohe of its activities to external entities, irthg IT
services and document consignment services. Ouisgurisks may arise as a result of insufficienalgy of
services provided by external parties and may tesusome operational deficiencies or may even €aus
reputational risk for the Group.

Any failure of the Group’s risk management systerdetect or correct operational risk, to complyhvifie law,
standards and recommendations or any failure of tharties to perform adequately the activitiessoutced
could have a material adverse effect on the Grobpsness, financial condition or results of operst.

Factors Beyond the Group's Control Could Adversdjfect the Group’s Business, Financial Condition ah
Results of Operations

Factors beyond the Group’s control, such as cafglsict events, terrorist attacks, acts of war ortiliss,
pandemic diseases and other similar unpredictal@atse, and responses to those events or acts, reatec
economic and/or political uncertainties, which ebbhve a negative impact on the Polish economy rzuode
specifically, could impede the Group’s business aullt in substantial losses. Such events orauislosses
resulting therefrom are difficult to predict and yn@late to property, financial assets or key erygs. If the
Group’s plans do not fully address these event§, ity plans cannot be implemented under the cirstances,
such losses may increase. Unforeseen events canlesld to additional operating costs, such as highe
insurance premiums and the implementation of bgrkystems. Insurance coverage for certain risks asy
be unavailable, thus increasing the risk to theugrd’he Group’s inability to effectively manage sberisks
could have an adverse effect on the Group’s busjriE&ncial condition and results of operations.

The Group May Not Be Able to Hire, Train or Retain Sufficient Number of Qualified Staff

The success of the Group’s business depends ability to recruit and maintain qualified personn&he
Group is dependent upon the qualifications andss&fl its upper and mid-level management to implenits
strategy and manage day-to-day operations. In Hpltrere is strong competition for qualified pensein
specialized in banking and finance, especially ret middle and upper management levels. The level of
competition substantially increased when new doimesid international banks entered the Polish niaB@me
players on the Polish market have taken an aggeeapiproach to the recruitment of qualified andritdd staff
by offering significant pay increases to attracffsfrom their competitors. Competition of this Kirmay
increase the Group’s personnel expenses and malkidult to recruit and incentivise qualified mEmnel. In
addition, the Group’s senior management and keyl@reps of the Group companies may resign at ang tim
and may seek to divert client relationships theyehdeveloped while working with the Group to theew
employers. The Group may not be able to prevert satployees from leaving, and if they do leavepdty not

be able to replace them with staff who have conigarskills and experience. It may also not be &blerevent
such defection of clients away from the Group. Toeurrence of the risks described above could fsave
material adverse effect on the Group’s businesapftial condition or results of operations.

Risk Resulting from Changes in the Composition bEtManagement Board

In the last few years, there have been severalggsaim the composition of the Management Boardndua
specific term in office. The Bank can give no aasge that frequent changes in the composition f it
Management Board will not occur in the future, espiey as a result of changes in the political &fton in
Poland. Given the position of the Bank in the Rolimnking sector, the importance of the ManagerBeatd

to the operation of the Bank and the high profiliss of the Management Board in the Polish bankexgjor,
frequent changes in the composition of the ManagerBeard during a term in office may have an adwers
effect on the Bank’s reputation.

Furthermore, the vice-presidents of the Managenigwdard and other Management Board members are
appointed and dismissed by the Supervisory Boattieatequest of the President of the ManagementdBoa
The Bank can give no assurance that in the fuheeetwill be no difference of opinion between thenmbers of

the Supervisory Board and the President of the ijament Board with regard to the appointment or isah

12



of vice-presidents of the Management Board or offlanagement Board members, which could adversely
affect the reputation and operations of the Bank.

The Group’s IT Systems May Fail or its Security M&8e Compromised, Which Could Damage the Group’s
Business and Adversely Affect its Financial Conditi and Results of Operations

The Group relies heavily on its IT systems for aiatyg of functions, including processing applicatio
providing information to customers and maintainfirancial records. Despite the implementation afusity
and back-up measures, in light of the growing intgoaze of the electronic access channels, the bieddT
System and other IT systems used by the Group neayutnerable to physical or electronic intrusions,
computer viruses or other attacks. Moreover, prognang errors and similar disruptive problems caofgact
the Group’s ability to serve its clients’ needsatimely basis, interrupt the Group’s operatiorsmege the
Group’s reputation and require it to incur sigrafit technical, legal and other expenses. In additltere is no
guarantee that the Integrated IT System or upgradfdmation technology systems will achieve allitsf
parameters or will be sufficient to meet the negfdbie Group’s growing and changing business.

These risks may have an adverse effect on the dmssitfiinancial condition and results of operatiohshe
Group.

The State Treasury Holds Corporate Control Over tBank

As of the date of the Second Supplement to the Basspectus, the State Treasury directly held Share
representing 40.99% of the Bank’s share capital B@& (under the exclusive control of the State Freg)
directly held Shares representing 10.25% of thekBashare capital. The State Treasury together BiBK
holds Shares representing 51.24% of the Bank’sestapital, carrying the right to exercise 51.24%hef total
number of votes at the General Meeting. Moreover2d April 2010, the State Treasury and BGK enténéal

a co-operation agreement with regard to the jower@se of the ownership rights attached to ther&hheld
thereby.

In addition, while the Statute limits the votingyhits of shareholders holding over 10% of the vateshe
General Meeting, such limitation does not apply(tpshareholders that as of the date of the adopoif the
amendment to the Statute had rights from Sharessepting more than 10% of the total number of vatethe
General Meeting (the State Treasury and BGK); tti@ holders of series A registered shares (thee Stat
Treasury); and (iii) shareholders acting jointlyttwihe shareholders mentioned in (ii) on the bakegreements
with regard to the joint exercise of the rightsnfr¢heir Shares. In addition, under the Statutdageresolutions
of the General Meeting (including resolutions conaggg attaching preferences to shares, the merféneo
Bank by way of a transfer of all of the Bank’s @ste another company, the liquidation of the Banklecrease
of the Bank’s share capital through the redemptiba part of the Shares without a simultaneouseiase in the
share capital, and a change of the scope of thedassof the Bank resulting in the discontinuatidribanking
activities) require a majority of 90% of the votesst. Consequently, the State Treasury will be sbl#ock the
adoption of such resolutions by the General Meetingong as it holds enough shares in the Banlkdsesh
capital to cast more than 10% of the total numidevabes at the General Meeting and as long as blovea
limitations on voting rights have not expired. \fairight limitations relating to companies partjatiwned by
the state within the Member States have been agkttés rulings of the European Court of Justice (BCJ").
The rulings constitute case law and the positiothefECJ expressed therein has been evolving. d$iign of
the ECJ in a given case may differ from the posipoeviously expressed in a similar case. Consdbyero
assurance can be given that the clause of thetStsiipulating the voting-rights restriction applide to the
holders of Shares representing more than 10% ofotlaé number of the votes at the General Meetiilgnet
be held to be in breach of community law.

Furthermore, the Statute grants special rightdi¢oshareholder of the Bank who is individually amdts own
name authorized to exercise the voting rights ftbenlargest number of Shares at the General Meatimdnich
members of the Supervisory Board are elected. Batdo the Statute, the Eligible Shareholder detemthe
number of members of the Supervisory Board (incigdihe voting by separate groups procedure, when fi
Supervisory Board members are to be elected). Meredhe Eligible Shareholder is exclusively eatitlto
present its member candidates of the SupervisodrdBm the number determined in accordance with the
formula set out in the Statute.

In April 2011, the Management Board received Isttéiom the State Treasury and Bank Gospodarstwa
Krajowego (‘BGK"), acting as the Bank’s shareholders, informing Bank of the intention of the State
Treasury and BGK to sell shares in the Bank (fReoposed Salg) and requesting that the Bank commence
preparations for the Proposed Sale. The Propodedisa to be effected by way of a public offerieguiring

the preparation of a prospectus which would havgetapproved by the PFSA. The Proposed Sale warsded

to be finalised in September 2011. On 19 April 20the Management Board approved the commencement of
preparations for the Proposed Sale.
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However, on 23 August 2011 the Management Boaréived a letter from the State Treasury and BGK
informing them of the temporary suspension of thepBsed Sale. As of the date of the Second Suppletae
the Base Prospectus, the Management Board hasedeadduspend the preparation for the Proposedabale
has filed an application for the suspension ofatiministrative proceedings pending before the PRS3#ting

to the approval of the prospectus prepared in adiore with the Proposed Sale. While a new datehef t
Proposed Sale has not yet been determined, thestirgf the State Treasury has announced thatehisidn

on the new timing of the Proposed Sale will be madéate October or early November, once the global
financial markets stabilize.

Given that the State Treasury and BGK currenthydtble majority of votes at the General Meeting, #rat
following the Proposed Sale the State Treasury stilyeffectively exercise the majority of votesthe General
Meeting and may elect the majority of the membdrshe Supervisory Board, it will be able to conttbke
composition of the Management Board. Séafhagement and Corporate GovernahcAs a result of the
influence of the State Treasury, the resolutionspéetl by the Bank's corporate bodies might not lined
with the interests of other shareholders. The Statmsury may have a decisive influence on the Bank
business, including on the determination of itatelyy and the development of its operations, thecsen of
members of its Supervisory Board and Managementdaad its dividend policy. In particular, the $tat
Treasury could decide to reduce the amount of thielehd, decide not to pay a dividend or decideay a
dividend that exceeds the amount recommended bi#ragement Board. The Bank is unable to prediat ho
the State Treasury will exercise its rights or hitasvactions will influence the Bank’s operationsyenue and
financial results and its ability to implementstsategy, nor can the Bank foresee whether theyalid actions
of the State Treasury will be aligned with the iasts of the shareholders of the Bank.

Risk Arising From Change-of-Control Clauses Providein the Financing Agreements Concluded by the
Bank

Some of the Bank’s material financing agreementdaio change-of-control clauses (sééaterial Contracts—
Financing Agreemerits As a result, a decrease in the State Treasudiyect or indirect shareholding in the
Bank’s share capital and the total number of theev@t the General Meeting following the Proposaté S
might, together with the satisfaction of certaimditions provided for in the financing agreememnégjuire the
Bank to renegotiate the terms of these financingeergents. No assurance can be given that the turren
counterparties will continue to be interested irtHar co-operation with the Bank following the Pospd Sale
and that they will not choose to exercise the rightrminate the financing agreements or thatéhas that the
counterparties propose will not be less favorabéntthe original terms of these agreements. In sitahtion

no assurance can be given that the Bank will be &bl negotiate and conclude agreements with other
counterparties on similar terms. The occurrencamyf of the above events may have a material adedfset

on the business, financial condition, results @fragions and prospects of the Group.

A Change-of-Control of the Bank Is Restricted byeProvisions of the Securities Law and the Statute

The acquisition of large blocks of shares in pubbepanies in Poland may trigger the obligatioanoounce a
tender offer in accordance with the Act on Publftefing, Conditions Governing the Introduction dh&ncial
Instruments to Organized Trading, and Public Coriggsadated 29 July 2005 (thé¢t on Public Offering”).
In addition, pursuant to the Act dated 29 Auguf2719 the Banking Law (theBanking Law”), the intent to
acquire shares in the Bank in a number that waesdlt in reaching or exceeding 10%, 20%, one-tbir80%
of the total votes or the share capital, or becgnifre Bank’s dominant entity in any other way, bade
notified to the PFSA, which may object thereto ayvef a decision. The PFSA may raise an objectiacases
where: (i) an entity submitting the notificationshaot completed the notification, information orcdments
attached to the notification within a specifiedelafii) an entity submitting the notification hastmprovided
additional information or documents requested ley RFSA within a specified date; or (iii) such oli@ac is
justified by the need for prudent and stable mamege of a national bank, due to the possible impéan
entity submitting the notification on the natiorank or due to the assessment of the financiatipnsof an
entity submitting the notification.

In addition, certain of the provisions of the Statmay limit any potential change-of-control oviee Bank. In
particular, as a result of the mechanism for that#ition on voting rights to 10%, the acquisitioh Shares
representing more than 10% of the votes will ntvalthe shareholder acquiring such number of Sheoves
exercise control over the Bank.

The restrictions on the ability to take over cohtsbthe Bank may adversely affect the liquiditydatmading
price of the Shares and may be a disincentive tenpial investors in a situation where the takingroof
control of the Bank by such investors was perceagthvorable for the Bank’s shareholders.
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The Bank May Not Pay Dividends or Interim Dividendsr May Pay Higher or Lower Dividends Than Those
Provided for in its Dividend Policy

Under the Commercial Companies Code, dividend pajsnare authorized only if at the annual General
Meeting a resolution providing for the distributioh profit among the shareholders in the form afidénd is
adopted. Payment of an interim dividend may be neftlr a relevant decision is taken by the Managgme
Board and such is consented to by the Supervisogrd (and following arrangement with the PFSA). The
Management Board is under no obligation to proposthe annual General Meeting the adoption of saich
resolution for the relevant financial year or theta decision regarding payment of an interim dindl Even if
the Management Board does recommend that the pigditerated in a relevant financial year be patdasu
dividend or adopts a decision on payment of arrimtelividend, the Management Board cannot assaethe
annual General Meeting or the Supervisory Boarsheetively, will adopt the relevant resolutionsrpeting
payment of the dividend or interim dividend. Moreoyvit should be noted that a resolution of theuahn
General Meeting adopting the payment of dividemdpiires an absolute majority of votes, which, athefdate

of the Second Supplement to the Base Prospectiusl|dsdirectly or indirectly, by the State Treasur

In addition, the Management Board cannot ensuretltigaannual General Meeting will not adopt a resoh

on payment of a higher or lower dividend than thatvided for in the Bank’s dividend policy or thahich is

recommended in the given year by the ManagementdBd&e payment of dividends at a level higher ttieat
provided for in the dividend policy of the Bank mémit the Group’s potential of growth and, thusayn
adversely affect the business, financial conditiod results of operations of the Group.

Risk of the Bank’s State Treasury and/or GovernmainBenefits Being Classified as Public Aid

The Bank is party to several agreements with tleSTtreasury and/or other governmental agenciesighr
which it directly or indirectly benefits from aceet® public funds, and such benefits could be ifladsas “state
aid” within the meaning of Article 107 of the Trgain the Functioning of the European Union. In icatér,
this interpretation may apply to the State Treaguwgrantee of the old portfolio of housing loarsyell as the
other guarantees and/or additional payments by rgovent agencies from which the Bank benefits. The
European Commission has not received notice oéicedf these benefits, includinigiter alia, the old portfolio
guarantee, and consequently, their admissibilityenrEC regulations has not been established. Tihaeisk
that the benefits received by the Bank will be eubjto an examination procedure by the European
Commission. If such benefits are found to be namal@ant with EC regulations, the Bank will be remal to
return any state aid and will be deprived of suthia the future. This may adversely affect the ibess,
financial condition and results of operations @& Group.

The Bank May Be Required to Make Substantial Cobiwtions to the Bank Guarantee Fund

Pursuant to the provisions of the Act on Bankingfantee Fund dated 14 December 1994 (&a Hn Bank
Guarantee Fund), the Bank is a member of the mandatory depasitrgntee system and is required to create a
fund to guarantee the claims of its depositors. iJpay member of the system meeting the conditidns o
benefiting from the guarantee, as set out in theokcthe Bank Guarantee Fund, other members aybem
may be required to make payments to cover theliti@si of such entity. The amount of the paymentelagh
member would be proportional to its interest in Benk Guarantee Fund. Due to the scale of the Bank’
operations, if a member of the mandatory guarastetem were to declare bankruptcy, the Bank may be
obligated to make larger payments to the Bank GueeaFund than those members of the deposit gesrant
system whose scale of business is relatively smidbn that of the Bank. This may have an adveiffeeteon

the business, financial condition and results @rapons of the Group.

The Bank May Fail to Comply with Provisions of th®ayment Services Directive as They Are Not
Implemented in Poland

As of the date of the Second Supplement to the Basspectus, Poland has not implemented the Dieecti
2007/64/EC of the European Parliament and the Gbohd3 November 2007 on payment services in the
internal market amending Directives 97/7/EC, 20BE&, 2005/60/EC and 2006/48/EC and repealing
Directive 97/5/EC (the PSD’). The PSD aims to establish, at the EC level, edemn and coherent legal
framework for payment services, regardless of wdretin not such services are compatible with theoEame
single system, in order to maintain consumer chaice a level playing field for all payment systermbe
deadline for the implementation of the PSD intoigtolaw was 1 November 2009.

Risk Involved in the Decisions of the Antimonopahwuthorities

The Group’s business must comply with regulatiagarding competition, consumer protection and puali.
Under the Act on the Protection of Competition @whsumers dated 16 February 2007 (tAatimonopoly
Act”), the President of the Antimonopoly Office hag tlight to issue a decision stating that a busiresisy is
participating in an arrangement which aims at @sults in the limitation of competition. Moreovehet
President of the Antimonopoly Office may accuseitess entities having a dominant position in théisho
market of an abuse of such position. Having deteechithat such practice has taken place, the Presifiehe
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Antimonopoly Office may order the discontinuanceso€h practices and may also impose a fine. The denst
of the Antimonopoly Office also has the authoritydeclare that the provisions of agreements, akagethe
tariffs and fees used by a particular businessatédhe collective interest of consumers and, dnsequence, it
may order the discontinuance of such agreementéngmase a fine on the business, which may adveedéyt
the business, financial condition and results @rapons of the Group.

If there is any suspicion of a breach which coutghact trade between Member States, the Treaty en th
Functioning of the European Union and other commyufegislation apply directly, while the authority
competent to enforce them is the European Commmissiche President of the Antimonopoly Office. Whith
the scope of their competencies, the European Cssioni or the President of the Antimonopoly Officaym
come to the conclusion that a specific action dluainess entity constitutes a prohibited actiocanstitutes
abuse of market power, and it may prohibit any spidctices or apply other sanctions provided fothe
community law regulations, which may adversely etffehe business, financial condition and results of
operations of the Group.

Moreover, acquisitions by the Bank of businessesratng in the financial services and banking ssctoay
require competition clearance issued by Polisteifor competition authorities or financial sectogukatory
authorities. The grant of any such consent depeardsng other things, on the evaluation of the cgueseces
that the relevant concentration may have on thepetition in the market. No assurance can be gikahany
such consents would be granted. If consent for eatnation is refused for a particular acquisitianyvill
prevent the completion of such acquisition and waeaktrict the Group’s ability to grow, which cowddversely
affect the business, financial condition and resoftoperations of the Group.

Banks in Poland Face Formalistic and Prolonged Predures for the Perfection of Mortgages

Mortgages in Poland are perfected by registerirgy iortgage with land and mortgage registriksiegi
wieczystg kept by local courts corresponding to the locatdd the real estate. The procedure of establishing
security interest by registering a mortgage in ldmed and mortgage registry book may be time-consgmi
depending on the location of the given court. Idition, the procedure is very formalistic, and tleurt may
refuse registration if there are even minor eriorghe application for registration. Traditionallpanks in
Poland will disburse loans prior to the registmatad the mortgages in the land and mortgage regigiok. As a
result, there will be a period prior to registratiwhen the loans are not collateralized by the gag. In order
to limit the risks related to granting unsecurean®, banks will insure these loans during the imtgxeriod. If
the borrower defaults on the loan before the mgegis registered and the insurance company failsaio
damages under the insurance policy, the Bank'snclaider the loan may be unsecured and thus diffioul
collect, which may have an adverse effect on thanmss, financial condition and results of operatiof the
Group.

The Process of Enforcing Security of Bank Loans RHoland Is Difficult and Time Consuming

Although loans granted by the Bank are secured éyous types of collateral, mostly mortgages, the
enforcement of such security interests may be tGoressuming and difficult. In particular, the proceetifor the
sale or other enforcement of mortgages on real gotppmay be protracted and difficult to implement i
practice. A delay in enforcing or inability to enfe a security interest in collateral may have dveese effect
on the business, financial condition and resultspefrations of the Group.

Litigation or Other Proceedings or Actions May Adwely Affect the Group’s Business, Financial Contih
or Results of Operations

Due to the nature of its business the Bank andtteeip’s companies may be subject to the risk @fdtton by
customers, employees, shareholders or others thrptigate actions, administrative proceedings, leguy
actions or other litigation. As of the date of tBecond Supplement to the Base Prospectus, thenoaitod
litigation or similar proceedings or actions isfidifilt to assess or quantify. Plaintiffs in thegpés of actions
against the Bank or the Group’s companies mayaitiqular, seek recovery in large or indetermirateunts
or other remedies, or challenge the resolutiongt@dioby the Bank’s governing bodies, which may cftae
Bank’s or the Group companies’ ability to condueeit business, and the magnitude of the potentisdds
relating to such actions may remain unknown forsgaritial periods of time. The cost to defend futacdons
may be significant. There may also be adverse gitjplassociated with litigation against the part@geiuGroup’s
companies that could negatively impact the repoutatf the Group or the particular Group’s companies
regardless of whether the allegations are validtogther the Group is ultimately found liable.

Furthermore, since July 2010 changes have beerdinted into Polish law making it possible to briigss
action lawsuits. The ability of customers to grothggir lawsuits against a bank in a single classoact
significantly lowers the legal fees and other castsuch lawsuits, which may cause court actiorere the
Bank or other Group companies to become more freqdde first example of a class action lawsuituroed
in December 2010 when a group of clients filed @sslaction lawsuit against a Polish bank (d&&nking
Regulations in Poland — Class Action Lawsiits
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The above events may adversely affect the Groupsgbss, financial condition and results of opereti
Investors May Not Be Able To Enforce Foreign Couhtidgments Against the Bank

The Bank is an entity established and operatingdecordance with Polish law and the vast majoritythaf
Group’s assets are located in the territory of Rabldnvestors from the European Union (tHeU™) may
enforce in Poland any judgment given in a civilommmercial case by a court in a Member State becaus
Poland, as a Member State, directly applies CouReijulation No 44/2001 of 22 December 2000 on the
jurisdiction and the recognition and enforcementjudfgments in civil and commercial matters. Theyonl
Member State of the EU where Council Regulationdd{2001 does not apply is Denmark. Investors oetsid
the EU may face difficulties when attempting toa@noé in Polish courts judgments that are issueébbsign
courts. In general, foreign court judgments issmezivil matters are recognized by operation of kwd may be
enforced in Poland pursuant to the general pravisiof the Polish Civil Procedure Code. Judgmenfergign
courts may be enforced in Poland provided theer alia, the judgments of foreign courts are final in thei
original jurisdiction and do not contradict the legsublic policy principles of the Polish legal $s1. The Bank
cannot provide assurance that all conditions prtieid the enforcement of foreign judgments in Rolaill be

met or that any particular judgment will be enfadoke in Poland.

Reprivatization Claims May Be Brought Relating tee@ain Real Estate in the Group’s Possession

As a result of the nationalization of property inldhd after the Second World War, many real esiaiz
business entities which were owned by legal andrabpersons were taken over by the State TreaBurgany
cases, these takeovers were in breach of prevdding After Poland’s transformation into a mar&ebnomy
in 1989, many former owners of real estate or thegal successors took steps to recover the reafeeand
business entities that were expropriated after whe, or sought equivalent compensation. However, no
comprehensive law regulating reprivatization claimgoland has been enacted. Under the laws clyrent
force, former owners of real estate or their legaicessors may file requests with the adminisgaivthorities
for the establishment of the invalidity of the adisirative decisions by which they were deprivedhsf real
estate. As of the date of the Second SupplemehetBase Prospectus there are five administrativegedings
for the establishment of the invalidity of admindive decisions issued by public administratiothatities
with respect to any real estate currently heldhigy®roup. Moreover, claims of former owners havenbied
with respect to two real estate properties of theu@ (the court proceedings are in progress), hadBank has
undertaken certain court steps in order to regubadegal status of one additional parcel. Asidenfthe claims
described above, reprivatization claims may beethegainst the Group in the future and any sudmslaould
adversely affect the business, financial conditiod results of operations of the Group.

Interpretation of Polish Laws and Regulations MayeBUnclear, and Polish Laws and Regulations May
Change

The Bank has been established and operates unlisn Rav. The Polish legal system is based on siafuaw

enacted by the parliament. A significant numbeagmblicable regulations and the regulations on timetioning

of financial institutions, the issuance of and ingdin securities, shareholders’ rights, foreigwestments,
issues related to corporate operation and corpg@ernance, commerce, taxes and the conduct dfidass
activity have been and may be changed. These teandaare also subject to diverse interpretationsraay be
applied in an inconsistent manner. Moreover, niot@lirt decisions are published in official jourmand, as a
matter of general rule, they are not binding ineottases and are thus of limited importance ad jggaedent.
The Bank cannot provide assurance that its intepoa of Polish laws and regulations will not beltenged,

which could result in liability on the part of tiBank or could require the Bank to modify its prees, all of

which could have an adverse effect on the Group&riess, financial condition and results of opereti

An example of a recent change to Polish regulatibas has affected the Bank’s business is an amentdm
dated 16 December 2010 to the Polish Act on PuUkli@ance of 27 August 2009. The amendment seeks to
introduce a centralized liquidity management sysegplicable to Polish public sector entities thioupe
obligatory depositing of the cash surplus of cergaiblic finance sector entities in savings acceunaintained

by BGK. As a result of such change, such publiarite sector entities were obliged to transfer theids,
some of which were deposited with the Bank, to B@&K30 June 2011.

Interpretation of Polish Tax Laws and Regulationspfilicable to the Group’s Operations May Be Unclear,
and Polish Tax Laws and Regulations May Change

The Polish tax system is subject to frequent changeirthermore, some provisions of the tax law are
ambiguous and often there is no unanimous or unifioterpretation of the laws or uniform practicethg tax
authorities. Because of frequent changes in thdatax and varying interpretations thereof, the dsknected
with Polish tax laws may be greater than that uraleer tax jurisdictions in developed markets. Bmup
cannot guarantee that no changes in tax laws urdhleto the Group will be introduced and thatRludish tax
authorities will not take a different and unfavdeaimterpretation of tax provisions adopted by @eup, which
may have an adverse effect on the business, fialbemndition and results of operations of the Group
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ANNEX B
DESCRIPTION OF THE GROUP

Overview

PKO Bank Polski is the largest commercial bankateRd and the leading bank in the Polish markétims of
total assets, net income, total equity, loan angosi¢ portfolios, number of customers and size loé t
distribution network, as well as the largest conuigrbank in terms of market capitalization in CE& of the
date of the Second Supplement to the Base Prospétigtorically, the Group was focused mainly oaviling
banking products and services to individuals, ltes 2004 the Group has also actively offered pectsland
provided services to corporate clients. As of théedof the Second Supplement to the Base Prospehbtis
Group is the Polish market leader in terms of thlee of loans granted to business entities.

As of 30 June 2011, the Bank serviced approximafely million retail banking customers (including?27.
million individual customers, 305.9 thousand snaadtl medium enterprisesSME”) clients, and 41 thousand
Housing Sector Entities, excluding Inteligo clign@pproximately 640 thousand customers of the Basikg
the Inteligo electronic banking platform and 1h6usand corporate clients.

In addition to the products and services offerethwégard to retail and corporate banking, the @rprovides
specialist financial services with regard to legsifactoring, investment funds, pension funds, gtwesnt
banking, electronic payment services and offersrimt banking products and services. The Bankg#serates
income from its investment operations by investihg Bank’s excess liquidity on the interbank andigho
treasury securities markets.

The Group has also been offering banking productssgrvices in Ukraine since 2004 through its siiasy,
Kredobank. As of the date of the Second Supplentetiie Base Prospectus, the operations of Kredodank
not constitute a significant portion of the Groupfserations.

With 1,201 branches, 1,709 agencies, 2,426 ATMs31idself-service terminals, as of 30 June 2014 Bank

has the largest and most extensive distributionvorgt for banking products and services in Polandctvh
enables it to attract and service clients througfamland. The Bank employed 26,490 full-time eglaémastaff

and employees as of 30 June 2011.

As of 30 June 2011, the Group had total assetsLdf F78,701.9 million, amounts due to customers of
PLN 139,093.4 million and loans and advances tdoooers of PLN 135,680.4 million. The Bank had marke
shares with regard to the Polish banking sectd?of%, 18.1% and 17.0%, respectively (based on Riz4).

For the year ended 31 December 2010, the Grouprgfexdea net profit attributable to equity holdefste
parent company of PLN 3,216.9 million, and PLN B&3million for the six months ended 30 June 2011,
which, according to data from the PFSA, accounted®B.2% and 23.4%, respectively, of the net praffithe
Polish banking sector over the same periods.

The Group has a strong capital base, with a capitaguacy ratio of 12.58% and a Tier 1 ratio o#1% with
Tier 1 capital of PLN 16,691.6 million as of 30 &2011 and no hybrid capital on the Group’s balaset.

History

PKO Bank Polski, at first operating under the ndhoeztowa Kasa Oszgindsciowa, was established in 1919
and relied on a nationwide network of post officebjch it used as outlets for operating its busindss early

as before World War Il, Pocztowa Kasa Oszitmiciowa was the largest entity collecting the saviafBolish
households. Following World War Il, Pocztowa Kasaz€edncici re-commenced operations in 1948 and
operated independently until 1975 when it was aeguby the NBP and together with its existing branc
network was incorporated into the NBP. PKO wasstatgdished as an independent legal entity in 1987 a
designated by the Polish government as one ofriational specialized banks to service a specidabsef the
centrally planned economy. PKO’s focus was on Fredaposits and mortgage and real estate, including
financing housing associations. The systemic palitiransition and fundamental economic reformsait@d in
Poland at the end of 1989 created new opporturiitiethe Bank and spurred the Bank’s development.

In 1991, the Bank established its brokerage dimisgankowy Dom Maklerski (now DM PKO BP), a speisital
organizational entity of the Bank. In the early @9%he formation of the Group commenced; the Gomnsists

of the Bank and its subsidiaries that supplemedtsupport the fundamental business segments byriegd
specialist financial and non-financial services1897, the Bank sought to broaden its product febeyond

its traditional banking business and, jointly witbredit Suisse Group, established PKO/Credit Suisse
Towarzystwo Funduszy Inwestycyjnych S.A. (presenliO Towarzystwo Funduszy Inwestycyjnych S.A.),
an asset management company. In the second halB@#, the Bank, together with Bank Handlowy w
Warszawie S.A. jointly established PKO/Handlowy Baechne Towarzystwo Emerytalne S.A. (now PKO BP
BANKOWY Powszechne Towarzystwo Emerytalne S.A.ynéversal pension fund company that manages an
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open pension fund. In 1999, the Bank establishddaaing company under the name Bankowy Fundusz
Leasingowy S.A. and established an electronic paymservices centre — CEUP eService In 2002, thekBan
acquired an existing online banking company, Igtelia leader on the Polish market. Since 2004B#r&k has
been offering banking products and services in lhkrahrough its subsidiary Kredobank. In 2007, Bank
opened its first foreign branch in London. In tleeand half of 2009, the Group, through its indireabsidiary
PKO BP Faktoring S.A., started operational actiiyyoffering factoring services in Poland.

In 2000, PKO Bank Polski was transformed from aestavned bank into a joint stock company named
“Powszechna Kasa Oszgnaici Bank Polski S.A.” while it remained a wholly-oem subsidiary of the State
Treasury.

The initial public offering of shares in the Banlasvconducted within the scope of the privatizafioogram
and completed in November 2004, with the shareseqently being listed on the WSE. In October 20108,
Bank completed a rights offering and increasedlitare capital by 250,000,000 shares. As of the afatbe
Second Supplement to the Base Prospectus, 7400008k@res of the Bank are listed on the main markite
WSE under the symbol “PKOBP”.

Competitive Strengths
In the opinion of the Management Board, the PKOIKBRalski Group has the following competitive strirg
The Leader in a Large and Attractive Market

PKO Bank Polski is the market leader in Polande-lingest bank in the country, as measured by ¢ofaity,
total assets, net income, loans and depositspéittee customer base and breadth of geographicageeAs of
the date of the Second Supplement to the Base &g the Group’s business is focused on thelPolarket
and as of 30 June 2011, approximately 99% of theufs total assets were located in Poland. Polérel,
largest country in CEE with a population of appmately 38.2 million, is attractive in terms of degnaphics,
with 31.2% of the population aged 20 to 39 (as carag to 27.3% in the EU). The Polish economy ipsued

by strong private consumption that increased b§63dbiring the first quarter of 2011, compared td®iA the
EU. The economy is also supported by EU funds, Wwhietween 2007 to 2013 are estimated to represent
approximately 20% of Poland’s nominal GDP in 20IBe Polish economy has withstood the global ecooomi
and financial crisis better than most countrieEumope. Based on Eurostat data, Poland was theconlytry in
the EU that evidenced positive real GDP growthru2009. Based on GUS data, Poland’s GDP increlaged
3.8% in 2010, compared to an increase of 1.6% du2iB09. Based on Eurostat forecasts, the growttmef
GDP is expected to remain at similar level, withadd’s real GDP growth in 2011 and 2012 estimatetl @0
and 3.7%, respectively, compared to 1.8% and 1.8%pectively, for the EU countries. Moreover, the
Management Board believes that the Polish bank#otps remains fragmented and significantly unpextett,
and there is high potential for further growth lo¢ tbanking industry in Poland. According to the N GUS,
the loans and deposits of the Polish banking sestmunted to 54% and 51%, respectively, of PolaBD$ as

of 31 December 2010 compared to an average inuhezBne of 165% and 155%, respectively, based dd EC
data. The Management Board believes that the Ghaspwithstood the recent economic and financiath tuir
with greater financial strength than many of itsdloand foreign competitors. The Group also beBetmt its
market leadership position in an attractive markegether with a comprehensive range of products an
services, will provide the Group with a strong foain for sustained and profitable growth.

Strong Capital Base, Liquidity and Balance Sheet

The Group maintains a strong capital position vaitfiier 1 ratio of 11.47% with Tier 1 capital at tesel of
PLN 16,691.6 million as of 30 June 2011 and no iaylapital on the Group’s balance sheet. The Giup’
capital adequacy ratio stood at 12.58% as of 3@ 2011. The Group's total equity of PLN 20,641.9ion as
of 30 June 2011 was the largest among Polish bigmased on the reports of the banks for the firtdie2011),
and the Group maintains an effective balance sstestture reflected by a loan-to-deposit ratio 8596 as of
30 June 2011. In July 2011 the Bank successfulbgea the stress test, coordinated by the Europaakiri)
Authority (“EBA”), conducted on a bank-by-bank basis for a sanopl@l EU banks from 20 EU Member
States. Moreover, the Group is almost entirely &thy deposits, with amounts due to customers septig
88.0% of the Group’s total liabilities as of 30 duP011, with 69.6% of the deposits being retailadép that
have traditionally proven to provide a more stdhleding base than corporate deposits. In additioa Group’s
conservative business focus has enabled it to mimist comparatively high quality loan portfolio, tivian
Impaired Loan ratio of 7.6% as of 30 June 2011.

The Group’s investment portfolio consists primardfy domestic treasury securities, and the Group H@as
exposure to high-risk assets, such as collatedhldabt obligations, and has no direct exposureot@rgign
debts of Greece, Ireland, Spain, Portugal or Itahe Group believes that its strong capital bagejdity and
financial position create a solid foundation foe tBroup to retain existing customers and attrast oees and
to grow its business.
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Largest Customer Base and Distribution Network imRnd

As of 30 June 2011, the Bank serviced approximaily million retail customers (excluding Inteligo
customers, but including 7.2 million private indlual customers, 305.9 thousand SME clients, antti@ldsand
housing sector entities), approximately 640 thodseumstomers using Inteligo, the Bank’s electroracibing
platform, and 11.6 thousand corporate clients. Bagk has an extensive distribution network thaersff
significant opportunities to attract additional mmers and expand its range of products and sarticexisting
customers. As of 30 June 2011, the Bank had 1,28iches, 1,709 agencies, 2,426 ATMs and 321 seliese
terminals, the most of any bank in Poland. Consetlyeit can provide clients with convenient access
services throughout the country, and itself obtaioess to a large number of prospective custorhesaghout
Poland, representing a significant potential sowterowth for deposits and loan portfolios. ThenBa
distribution network is supported by iPKO, whiclopides customers with web-based access to theiuats,
and Inteligo, an exclusively electronic bankingtfdem with approximately 640 thousand customers.oA80
June 2011, the Bank held a 23.0% share in the bgrdgctor retail deposits market (based on NBP) daia a
19.9% market share in the retail loans market @ase NBP data). The Group believes it has signitica
potential to increase the size of its retail custofpase by pursuing opportunities among affluestaroers,
students and young people at the beginning of ta&ers.

Integrated and Comprehensive Product and Servicée@ihg

While historically the Group primarily focused oropiding retail banking products and services,@reup has
been actively providing dedicated corporate banldagvices since 2004 and, as of the date of therfsec
Supplement to the Base Prospectus, is the markdélen the banking corporate segment in termsabfevof
loans and advances to corporate customers. MoretwerGroup provides a wide range of complementary
financial products and services, including spepglifinancial services such as leasing, factoiimggstment
funds, pension funds, investment banking, eleatrpalyment services and online banking. The Groablis to
capitalize on its diverse range of products andices to strengthen relationships by cross-selimch products
and services to meet increasing customer needsedver, the significant scale and range of the Gsoup
distribution network ensures that current and paérlients have easy access to the Group’s pitsdacd
services and provides it with a competitive advgeten the development, distribution and cross+sglbf new
products and services.

Established Brand and Decisions Made Locally in Rad

Founded in 1919, the Bank is one of the oldest ankd among the most recognized brands in Poland.
According to a study by Millward Brown SMG/KRC, ardependent market research firm, PKO Bank Pokski i
the most recognized financial institution in Polaawad for the past four years, PKO Bank Polski hesnb
ranked as the strongest brand in the financialosdry the Polish daily, “Rzeczpospolita”. In additj the
Management Board believes that the strength oPK® Bank Polski brand provides a strong foundafmmn
growth in electronic banking. The Bank believest tike strong brand provides a sense of securityctorent
and prospective clients and employees, who viewBiigk as a stable, reliable financial institutiMoreover,
given the lack of a foreign majority shareholdérofthe key decisions regarding the Group’s ofierss and
development are made locally in Poland. As a retludt Group can quickly react to the needs of utst@mers
and the local decision-making processes resultréatgr flexibility and efficiency, which gives th@roup a
competitive advantage over many of its competitdth parent headquarters in jurisdictions outsifiBaand.

Stable Financial Performance and Effective Cost Magement

The Group’s core banking activities have contintedyenerate consistent profits. For the years ergled
December 2010, 2009 and 2008, the Group’'s ROE &4 Rere 14.9%, 14.8%, and 24.0% and 2.0%, 1.6%
and 2.6%, respectively, while for the six monthdgesh 30 June 2011 and 2010, 16.3% and 14.3%, asawell
2.1% and 1.7%, respectively. The Management Boaig\es that the Group’s size, financial stabibiyd
liquidity position have enabled the Group to geteeraperating margins exceeding the operating margfn
most of its competitors. Moreover, the Bank’s NIkbdad at 4.3% for the year ended 31 December 2080 an
4.4% for the six months ended 30 June 2011, whiab above the average market level of 3.07% and/@.10
respectively, for the same periods (based on PF&A)dnd created a sufficient buffer for loan lassehe
Group has focused on enhancing its operating effaes and cost management, with a C/I ratio of %1for

the year ended 31 December 2010 compared to 4708%é year ended 31 December 2009, and for the six
months ended 30 June 2011 such figure stood a¥@%8mpared to 41.9% for the same period of 20b@ T
Group believes that it has the potential to comitoumaintain its current efficiency level.

Prudent Risk Management

An integral part of the Bank’s organization andteré is its prudent approach to risk managemerg. Bénk’s
consistent focus on risk management has resultéowiar loan losses and sound asset quality relatvihe
average levels on the Polish banking market, everthé recent global economic crisis. The Bank has
maintained its orientation towards core retail amiporate banking products, thereby enabling iavoid
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material losses resulting from investments in stmex credit instruments. The Bank’s long-standimgerience
in risk management has enabled it to create tlyesardatabases of risk profiles in Poland which weasntly
expanded to also cover SMEs. The Bank uses suelvak#s to prepare detailed risk management maddels.
addition, the Bank recently completed the develaunend implementation of a centralized, integraf€d
system, one of the largest information technologygets ever carried out in Poland. Among othereffies) the
new system has enabled the Bank to improve itddgngractices and actively manage its client expesuTlhe
Bank continues to refine its risk management temles, including the implementation of a behavisiring
system that is based on a customer’s risk praofilner than risks associated with individual praduc

Strategy

PKO Bank Polski's strategic vision is to achieveadderm sustainable growth and profitability thrbug
secure, modern and universal banking model, asagetb maintain and enhance its leadership positighe
Polish financial market.

This vision is underpinned by a loyal customer baseefficient organization, a trained and skiNearkforce, a
robust funding and balance sheet profile and agudpproach towards risk management for the Heofedill
major Group stakeholders. The Group remains styorgimmitted to its shareholders, customers, market
institutions, employees, suppliers and the varloaal communities in which the Group operates.

The Group is primarily focused on the local markad its strategy of accelerated organic growthingakull
advantage of its strong national brand and thadaite long-term growth prospects of the Polishnecoy and
the under-penetrated financial services sector. é¥ew the Group continuously monitors financial teec
acquisition opportunities, both in Poland and CEiigl does not rule out the possibility of long-tesxkpansion
through such acquisitions, consistent with its allestrategy.

The core objectives of the Group’s strategic dgwalent comprise:
— market share growth in various segments to reiefthie Bank's leadership position;
— stable and continuous growth in profitability arfficiency; and
— maintenance of a robust capital adequacy ratid Eve liquidity levels.

The Management Board believes that the Group hak ignificant progress in implementing its stratggan
and intends to formally update certain selecteatesglic targets during the fourth quarter of 2011.

Many projects and investments implemented ovetasteyears are starting to deliver their full paiin

— significant investments and commitment in corpotzeking allowed the Group to achieve a leading
position in this key market segment;

— improved operating efficiency and a material inseeaf net profit; and

— significant increases in efficiency and costs sgwimitiatives led the Group to achieve one of the
lowest cost to income ratios@/1”) among the Group’s European peers.

The Group aims to diversify its business throughdbvelopment of a universal banking model. In tioistext,
the core components of the Group strategy comprise:

Building Customer Loyalty and Attracting New Clgnt

The Group believes that its current leadershiptjposis attributable to its universal banking mqdekus on
retaining and enhancing the satisfaction of itstixg clients, as well as its ability to attractneients (affluent
and young customers as well as SMEs). Accordinijstatrategy the Group will continue to be focused
product and service innovation at every level, vadlgar market segmentation, traditional and nevridigion
channels and brand revitalization. Key actionstidet

— applying a behavioral segmentation process, broagethe product range so as to align better with
retail customer needs, and increasing its corpdratking product range (transactional products and
leasing) and the range of investment banking prizd{izeasury products, brokerage services and
structured finance);

— implementing the new marketing strategy aimed r@nsgfthening and modernizing the Bank’s image
(rebranding, introducing a unified corporate idgntiincreasing brand recognition among young
people), and modernizing and standardizing thedbraretwork (improving functionality, uniformity,
and service levels);

— optimizing the branch network by closing branchesess attractive locations while pursuing further
growth, mainly in large cities, to respond to theeds of customers and to optimize coverage in areas
where the Group is currently underrepresented;
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— standardizing the agency network and centraliZiegBank’s co-operation with intermediaries;

— technological development of, and increasing thedpet range offered within, the Inteligo banking
platform, as well as enhancing the functionalitytef iPKO e-banking platform;

— improving the Bank’s asset management expertisérapttmenting a new customer service model in
its private banking segment;

— implementing a new segmentation of corporate bankiients and an integrated service approach to
provide tailored services to SMEs; and

— automating and centralizing business processempooive customer service quality and efficiency,
combined with staff training programs and qualgg@ssment using a ‘mystery shopper’ scheme.

Increasing Business with Existing Customers

The Group’s strategy is focused on increasing thedyrct-per-client ratio in order to increase feed an
commission income and diversify revenue sourceg. @kpected closing of the penetration gap betwhen t
number of products purchased by the average customtae Polish financial market, which is signéitly
below that of consumers in other European countriggresents an attractive business opportunity. fikeus
areas include leasing, factoring, transactionalises, credit cards, long-term savings productsiceaurance
and investment banking services. The main strafadiatives include:

— implementation of the direct campaigns system @&y CRM) and target group modeling system
(analytical CRM);

— broadening the product base, especially with regjpesavings, investment and insurance products, as
well as transactional banking, leasing and investrbanking products;

— development of sales skills with the support ofduat centers through a staff training program and
new incentive-based remuneration systems takirgaiotount the product-per-client ratio; and

— anew sales campaign management system.
Maintaining Operating and Cost Efficiency

It is the Group’s strategic objective to contineimprove service levels, to maintain operating @odt
efficiency and to optimize risk management by cwntid enhancement of operational processes, asuset o
below:

— implementing the new operational model, which eagés the centralization, automation and
standardization of the number of business procesdated to sales functions and support activities,
including a reduction in back offices from over 1@0five as well as the reorganization of the head
office and various functions within the capital gpo

— developing advanced IT technologies, including prig applications supporting the automation of
business and sales processes, and the developierermal IT competencies to ensure improved
flexibility and swiftness in implementing new tedtogical solutions;

— simplifying internal processes and procedures amgblémenting the principle of end-to-end
responsibility (responsibility for the entire bus#s process across all levels) with a view to aehie
better supervision over efficiency and safety cfragional processes; and

— implementing new internal scoring models and u€RM in the credit risk management process.
Focusing on Core Activities and Streamlining the@r Structure

The Group’s strategy is to focus on core bankirgyities supplemented by a range of complementaogypcts
and financial services. The Group intends to ogtémand streamline its structure and to increaseieafty
within the Group and consistency of its operatianatdel. The key strategic initiatives in this resgaclude:

— integrating Group companies, primarily the ‘proddiattories’, within the Bank by, among other
things, centralizing back-office functions or simif the operations of the subsidiaries to the Bank;

— disposing of non-core assets;

— defining a new development strategy for Kredobamkradually become a regional bank in Western
Ukraine also operating in certain selected larg@scof other regions in the country and a niclay/er
focused predominantly on retail and SME clients] an

— improving the Group’s own real estate managemditieficy.

Maintaining a Strong Capital Base and Liquidity R®
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The Group intends to maintain a strong capital lseskliquidity profile by way of:

— optimization of sources and uses of capital basea detailed strategic planning and budgeting E®ce
with a focus on capital allocation to units thapnove the risk-return profile of the Group;

— diversifying the funding base by continuing comni@rdocus on retail customer deposits and
placement of the Bank’s bonds to Polish and for@gastors.

Attracting and Retaining Experienced Management &tadf, and Fostering a Dynamic Organizational Qust

Continued skills development, human resources meaneagt and fostering an organizational culture based
the Group’s values are significant elements undeipg shareholder value creation and the implentientaf
the Group’s strategy. The Group’s objective is gploy the best-qualified, driven and motivated fssafd, to
this end, the Group is implementing a number otHBjoestrategic initiatives, including:

— acomprehensive review of the Group’s organizatistracture, remuneration, training and recruitment
systems;

— new firm-wide and incentive-based remunerationesyist a well-defined career path and succession
system;

— attract and retain a highly-qualified senior mamaget;

— a new training process, including the establishnoéret competencies academy for top and mid-level
managers of the Group, and introduction of e-legrtools; and

— improved internal communication, including a conipmesive employee involvement and satisfaction
survey, to improve staff identification with the @ip, impart the Group’s values and strengthen its
organizational culture.

Operations

PKO Bank Polski is the largest commercial bankdateRd and the leading bank in the Polish markétims of

assets, net profit, total equity, loans and depgsirtfolio, the number of customers and size efdlstribution

network. The Group offers a broad range of retad aommercial banking products and services toapeiv
individuals, SMEs, corporate and public sector testi as well as certain non-banking financial smsi

products. Furthermore, PKO Bank Polski Group isléngest bank in CEE by assets (as of 30 June 2&xid)
market capitalization (as of the date of the Sec®applement to the Base Prospectus). The Bankimdrket

leader in retail banking (based on NBP data andéperts of the banks for the first half of 201hfaenjoys a
strong and improving market position in corporaa@king.

In addition to products and services offered inétsil banking and corporate banking, the Grodprefa range

of products and services in brokerage, asset mamage pension funds, financial support, leasingtdiang,
investment banking, card payment settlement andestate development. For the years ended 31 Dezremb
2010 and 2009 the net profit of the Bank’s fullynsolidated subsidiaries (before consolidation ddjests)
accounted for 1.5% and (2.2%), respectively, of @reup’s consolidated net profit attributable te tharent
company, and for the six months ended 30 June 2044 figure stood at 2.8%.

The Group divides its operations into three segmergtail banking, corporate banking, and investmen
activities:

. The retail banking segment comprises transactidnthe Bank with retail customers, SMEs and
mortgage market clients, as well as the activitésthe following subsidiaries: Kredobank, PTE
BANKOWY, PKO TFI, the IFS group, CEUP eService, QmaDevelopment Group and Fort
Mokotow Inwestycje Sp. z 0.0. This segment inclydasong others, the following products and
services: current and saving accounts, depositgatpr banking services, investment and insurance
products, credit and debit cards, consumer andgaget loans, corporate loans for SME, and housing
market customers.

. The corporate banking segment includes transactibtise Bank with large corporate clients, as well
as the activities of the Bankowy Fundusz Leasinggnoup and Bankowe Towarzystwo Kapitatowe
group. This segment includes, among others, tHewilg products and services: current and saving
accounts, deposits, credit products, depositamicgs, currency and derivative products, sell bagkb
and buy sell-back transactions, investment loaesihg and factoring services. Within the corporate
segment, the PKO Bank Polski also enters, on its owin consortiums with other banks, into loan
agreements to finance large investment projects.

. The investment segment comprises the Bank’s partaltivity for its own account, such as investing,
treasury services, brokerage activities, intertaahsactions, derivative instruments and debt gesir
transactions, and the activities of PKO Finance @edtrum Finansowe Putawska (own activities). The
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net result of internal settlements related to futrdssfer pricing, the result on long-term souroés
financing and the result on positions classified iedge accounting are included in the net redult o
this segment. Internal funds transfer is basedranster pricing dependant on interest rates. The
transactions between business segments are codduttan arm’s length basis. Long-term external
financing includes the issuance of securities, mlibhated liabilities and funds under the EMTN
Program as well as amounts due to financial irtgits.

The following table shows the Group’s gross prdiitided into the Group’s business segments:

For the Six Months Ended 30 June For the Year Ended 31 December
2011 2010 2010 2009
(in
(in PLN thousa (in (in
PLN thousand) nd) PLN thousa PLN thousan
(unaudited) % (unaudited) % nd) (audited) % d) (audited) %

Retail segment...........c.ooceeveiiis . 1,504,718 65.2 1,343,749 69.6 2,802,854 68.7 23245, 86.5
Corporate segment.. . 221,395 9.6 241,056 12.5 386,175 9.5 227,087 7.7
Investment segment, including:...... 584,915 25.4 352,027 18.2 891,022 21.8 170,520 5.8

OWwn actiVities........ccovevvernennee. 185,074 8.0 207,043 10.7 462,245 11.3 482,812 16.4

Transfer centre........cccccovveeenne 399,841 17.3 144,984 7.5 428,777 10.5 (312,292) 6§10
Share of profit (loss) of associates
and jointly controlled entities........... (3,797) (0.2) (4,994) (0.3) (815) 0.0 342 0.0
Gross profit .......cccceeeevericrnencenne. 2,307,231 100.0 1,931,838 100.0 4,079,236 100.0 2,943,270 100.0

Source: Consolidated Financial Statements

For the purposes of the discussion and presentafitime operations of the various business segnieitsv,
the segment reporting has been made based on thegeraent accounts for the Bank only and thus differ
from the segment reporting based on the Consolidaitgancial Statements, as presented in the thioleea

Detailed information on the Bank’s material subaigis can be found in the sectidnvestment Banking — Key
Subsidiarie’ below.

Retail Banking
Overview

PKO Bank Polski is the leading retail banking ingion in Poland. As of 30 June 2011, the Bank tied
leading position in terms of total assets, loaepadits, number of personal accounts maintainedankl cards
serviced. As of 30 June 2011, the Bank also ha84lrétail branches, which constitute the main itistion

channel of the Bank’s products and services, aifi9lagencies, which offer cashier services and pterhe
Bank’s products and services based on exclusivecggegreements. In addition, the Bank offers onltiaeking
services to its clients using the iPKO and Intejidmtforms.

The Bank divides its retail banking customerg{dil banking customers) into the following categories:

— private individual customers subdivided into thesm@egment (individuals who do not qualify as
personal or private banking clients) and persondl@ivate banking clients P1 customers);

— SMEs with annual turnover of up to PLN 5 milliomc

— entities engaged in the housing sector, includimgsing associations, real estate developers, sestee
agents, housing communities and real estate masépeusing sector entitie?).

As of 30 June 2011, the Bank serviced approximately million retail banking customers (including
approximately 7.2 million Pl customers, 305.9 treng SMEs, and 41 thousand housing sector entites),
approximately 640 thousand Inteligo customers. [Tlans and advances and deposits to Retail Banking
Customers amounted to PLN 107.1 billion and PLN.3@®llion, respectively.

The Bank’s main retail banking products and sesvigelude current and saving accounts, term degposit
lending products (consumer loans, mortgage loamd,imvestment and working capital loans for SMEd an
housing sector entities), payment cards, insurandeinvestment products.

Distribution Channels

PKO Bank Polski offers its products and servicesetail banking customers through the largest nekved
branches and agencies in Poland. As of 30 June, 20d Bank had 1,134 retail branches, which cartstithe
main distribution channel of the Bank’s products aervices, and 1,709 agencies, which offer castaeiices
and promote the Bank’s products and services basedxclusive agency agreements. The Bank’s branch
network represented 17.2% of the total number ohroercial bank branches in Poland as of 30 June 2011
(based on PFSA data). The Bank is also continwngefurbish its existing branches to standardigentage
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throughout its branch network, refresh its brandioggrade its branches to respond to changing tclien
expectations and develop other distribution chambaked on new technologies. The Bank’s branctagedcy
network is complemented by non-exclusive finandgrdermediaries. As of 30 June 2011, the Bank was
distributing products through 1,457 active nonegide financial intermediaries. The Bank reviews the
locations of its distribution channels on an ongdasis to provide better access to its targetstbmer base.
As part of its strategy, the Bank will continue dptimize its network of branches and agencies guena
strong presence in all large cities.

As of 30 June 2011, the Bank operated 2,426 ATMsofA31 December 2010, the Bank had 14.5% of tta to
number of ATMs on the Polish market (according ®RNdata) and 321 self-service terminals. In addijttbe
Bank’s customers can access their accounts andtdfnking transactions through all non-Bank ATM
networks in Poland as well as ATMs outside Poldrad &ccept VISA, MasterCard and Diners Club. Custsm
use the Bank’s ATMs for a variety of transactiomgluding cash withdrawals and ATM deposits andeoth
services.

With the goal of expanding the reach of its digttibn network and satisfying evolving client exggns in an
increasingly competitive market, the Bank continues develop and implement new technology-based
distribution channels, including a call centre,imalbanking, SMS, mobile banking and self-servereninals.
The Bank offers online banking services to itsritkeusing the iPKO platform and to customers tteatehan
Inteligo account. The iPKO platform offers the Ban&lients the same products and services thatféeecd at
the Bank’s branches. Inteligo offers Pl Customard 8ME customers online access to bank accounts, te
deposits and various other products. The Bank ifhénprocess of adding further functionalities teoanline
distribution platforms, including lending and loteym savings products. As of 30 June 2011, appratdém 3.2
million retail banking customers were using iPKQioe banking services and in addition, the Bankntzned
approximately 640 thousand Inteligo clients (Pl &\E customers).

Products and Services

The Bank’s main retail banking products and sesvicelude current and saving accounts, term depdsin
products and investment and bancassurance prodfits) are cross-sold to customers primarily inregtion
with mortgage loans. The Bank offers a wide varigtyoan products to its retail banking customérsluding
consumer loans (Superkonto overdraft facilitieg]uding credit lines, personal cash loans, anditizads),
housing mortgage loans, student loans, investmeahtweorking capital loans to SME customers and Idans
housing sector entities. On the deposit side, #rekBocuses on term deposits, savings and curceouats.

Products and Services for Pl Customers
Current Accounts

The current account product is the most importaatipct offered by the Bank to its Pl customers. Baak’'s
current account “Superkonto” product provides asdesseveral other products and services such reusa
credit lines, overdraft facilities, life and nofelinsurance products, wire transfers, direct gebkttanding orders
and debit cards. As of 30 June 2011, the Bank'soousrs held approximately 5.5 million current aausu
maintained as part of the Superkonto offer anchéve “PKO Konto” current account offer, and the Basgued
approximately 5.3 million debit cards in connectigith such accounts.

The Bank also offers its Pl customers a bank savangount and an Inteligo internet savings acc@smbf 30
June 2011, the Bank’s PI customers had PLN 22libmitleposited on such accounts.

In addition, as of 30 June 2011, the PI customars dpproximately 259.4 thousand foreign currenayecu
accounts denominated in USD, EUR, GBP and CHF apdoaimately 734.2 thousand Inteligo internet oalin
current accounts.

In March 2011 the Bank launched a new range ofeotiraccounts for Pl customers, which was suppdred
intensive marketing activities. Moreover, in Mayl2Q the Bank further developed its product rangefisring
certain additional types of current accounts foc#dtomers.

Personal and Private Banking
The Bank divides personal and private banking tdiémo the following subgroups:

“Personal banking client$ — individuals with an average monthly inflow intbeir accounts with the
Group of at least PLN 5,000 but less than PLN 20,(tased on end of month balance) or whose
deposits in the accounts maintained with the Bacleed PLN 150,000 but are less than PLN 500,000;

— “Private banking clients’ — individuals with an average monthly income wfiow into their accounts
with the Group of PLN 20,000 or more (based on ehdanonth balance) or whose deposits in the
accounts maintained with the Bank exceed PLN 5@t@ are less than PLN 1,000,000; and
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— “Private banking customer$ — individuals whose deposits in the accounts rta@ired with the Bank
exceed PLN 1,000,000.

The Bank offers specialized products and servioesith customer segment as part of its personapavate
banking program, which provides customers withdbevices of a personal adviser, separate VIP tatlesis at
selected branch locations, the ability to negotietms of certain services as well as negotiatedteam deposit
products, loan products with flexible approval pdares and payment schedules, foreign exchangeigsod
and services, bank cards for affluent customerd,vanious insurance products. As of 30 June 201 Bank
had about 7.2 personal and private banking custamer

Deposit Products

The Bank offers its Pl customers PLN denominategodié products (including current accounts suchhas
current account and individual retirement accoulmigligo internet online banking accounts, a broauge of
term deposits, saving accounts for housing purpoaed savings books in the form of current and term
deposits), foreign currency denominated depositlyets, and regular savings accounts in PLN, USDREU
CHF and GBP.

Loan Products
Consumer Loans

The Bank offers consumer loans to its Pl custonrethie form of overdraft facilities, including criedines,
cash loans and credit cards. Consumer loans antbtmt22.7%, 24.4% and 21.4% of the total loansetair
banking customers as of 31 December 2010, 31 Deze2@®9 and 30 June 2011, respectively.

The cash loan is the Bank’s basic consumer fingmoduct addressed to Pl customers, which is cleniaed

by high margins and minimum requirements concerrdogumenting income and providing collateral. The
consumer finance offer is complemented by a castlitcfacility “Szybki serwis kredytoWywhile the offer for
personal and private banking customers is compleedehy ‘Kredyt AURUM and “Kredyt PLATINUM.
Those products are offered in PLN and in convegtiblirrencies. Such offers are addressed to the’8ank
existing customers and to clients who have nottde#h the Bank before.

Payment Cards

The Bank offers its retail customers a comprehensange of payment card products, issued by thé Ban
conjunction with Visa, MasterCard and Diners Clubgsams. The Bank also offers VISA Infinite and Mais
Card Platinum credit cards to its private bankingtomers. As of 30 June 2011, the Bank had issued
approximately 0.9 million credit cards and approxiety 84.7 thousand charge cards for retail custeme

Housing Mortgage Loans

The Bank holds a leading position in the Polishdioy mortgage loan market and such loans amounoted t
56.4%, 53.9% and 57.4% of total loans to retailkiragn customers as of 31 December 2010, 31 Dece2089
and 30 June 2011, respectively. The Bank offerstgage loans in PLN and EUR primarily, but also iSJ
and GBP. The Bank also has a legacy portfolio oF@dnominated mortgage loans, the active sellingra¢h

has been materially restricted since the fourthrtguaf 2008. As of 30 June 2011, mortgage loamoaenated

in foreign currencies constituted 39.5% of the Bamkortgage loans. For the year ended 31 Decenm®ikd, 2
only 13.5% of the newly sold mortgage loans weneod@nated in foreign currencies, while for the signths
ended 30 June 2011 such figure stood at 10.3%.

The Bank’s primary home loan products consist oidpcts offered under the brand/fasny kt” (consisting
primarily of standard repayment mortgages for fgiag home or apartment purchases, renovations or
refurbishments) and government-sponsored loansruhdeprogram Rodzina na Swoitnin cooperation with
BGK (a state-owned special purpose bank speciglizinpublic sector financing). These loans are sty
mortgages on the property being acquired or othewesty. Until such mortgages are perfected anistegd in

the mortgage register, loans may be secured byt énedrance, promissory notes, guarantees or dtmers of
security.

Products and Services for SME Customers

The Bank was one of the first Polish banks to ohice a line of products and services speciallygies! for
SME clients. The package for the SME customersudes, among others, current accounts, auxiliary and
foreign currency negotiated term deposits, loan@aedit facilities, bank cards (including the ficsedit card on

the Polish market directed to SMEs) and other sesviAs of 30 June 2011, the Bank maintained ajppedgly

301 thousand SME deposit accounts. In addition, StéMEtomers had approximately 65 thousand Inteligo
accounts.

The Bank offers investment and working capital bao its SME customers. Investment loans amourded t
PLN 10.8 billion, PLN 10.2 billion and PLN 8.2 bdh as of 30 June 2011, 31 December 2010 and 31
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December 2009, respectively, whereas working claloigas amounted to PLN 4.9 billion, PLN 4.3 billiand
PLN 3.8 billion as of 30 June 2011, 31 Decembel02&id 31 December 2009, respectively.

The Bank also offers its SME customers productstfer co-financing of investment projects which have
qualified for EU structural assistance programse Bank has created the product liferdgram Europejski

for those SMEs that are beneficiaries of the EWcstral pre- and post-accession loan programs. SM&
product offering includes services such as profeance and bridge financing that are used to prante
redeemable investment expenses as well as guasartddoreign exchange hedging instruments.

The Bank offers credit cards dedicated to its SMEa@mers under the brands “PKO Euro Biznes” andPe©
debit card “Partner”. As of 30 June 2011, the Bha#t issued approximately 252 thousand of such cards

Products and Services for Housing Sector Entities

The Bank offers a comprehensive line of productd aervices tailored to housing sector entities. s€he
products are directed at housing associations, th@nagement bodies and real estate agents.

The Bank’s deposit products offered to this custosegment include current accounts, savings acspunt
negotiated rate and overnight deposits, and e-hgnkihe Bank’s main products dedicated especially t
housing co-operatives include services under theds Pakiet Nasza Wspolndtd' Nasza Mata Wspdlnota
“Pakiet Wspolnota Premidimand “Pakiet Nasza Wspolnota Plusvhich was introduced in April 2011. The
Bank’s primary loan products for such clients dffered under the brand namdddwy Dorti (new house) and
“Nasz Remohnt (our refurbishment). These products are intended all types of residential property
investments, including refurbishment.

Other Products and Services Offered to Retail Bamkiustomers

In addition to the above described loan and deasiking products and services, the Group offevida array
of additional products and services to its retaihking customers including brokerage services (effédoy DM
PKO BP), internet banking account together witratesd online transaction services (offered by Ig8li
investment products such as funds and investmegraams as well as individual retirement accountfefed
by PKO TFI), units of an open pension fund (manalggd® TE BANKOWY), and leasing services for SME
customers as well as for selected PI customersr@ffby Bankowy Fundusz Leasingowy group). For aemo
detailed description, please sedrvestment Banking — Brokerage Houbelow.

In addition, in cooperation with various leadindiBlo and international insurance companies sudbiza$ S.A.,
PZU Zycie S.A., and STU Ergo Hestia S.A., the Bank affits retail banking customers various insurance
products connected to its banking products, inclggiroperty insurance, third-party liability insoce, loss of
employment protection insurance and travel, heatith life insurance. In addition, the Bank in cogpien with
insurance companies uses insurance as collatecalnnection with mortgage loans, investments anckiwg
capital loans granted to SME customers. For the gaded 31 December 2010, the Bank generated c@nin
from its loan insurance of PLN 502.7 million, whiler the six months ended 30 June 2011 such figured at
PLN 193.7 million.

Corporate Banking

Overview

While historically the Bank primarily focused onopiding retail banking products and services, thieup has
been actively providing dedicated corporate bankirafducts and services since 2004 and, as of tieeadahe

Second Supplement to the Base Prospectus, is theetraader in the corporate banking segment imseof

value of loans outstanding. Corporate banking custs (‘torporate banking customers$) include companies
and corporate entities with an annual turnovert ¢éast PLN 5 million.

The Bank divides its corporate banking customeis time following categories:

— mid-sized companies — companies with an annuabtemof at least PLN 5 million and not more than
PLN 30 million;

— large companies — companies with an annual turnoiet least PLN 30 million and not more than
PLN 200 million;

— strategic clients — companies with an annual tuen@¥ more than PLN 200 million; and

— public sector entities — local government unitsGUs”), central and local public administration and
public institutions.

The Bank offers all of its corporate banking custosna comprehensive range of deposit productsdingy
current and term deposit products, as well as pwaducts and transaction products.
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In the first half of 2011, the Bank serviced a kathapproximately 11,600 corporate banking custar(ef
which mid-sized companies, large companies, sti@tegents and public sector customers held a 4698p,
9% and 26% share, respectively). As of 30 June 20tltotal gross loans and advances to those roesso
were PLN 31.2 billion and total deposits were PL&\billion.

The Bank’s main corporate banking products and isesvinclude lending products, transaction banking
(including trade finance), asset management, trggsoducts as well as structured lending, prdieetnce and
custody services. The corporate banking customiers feave access to all products offered by the Bank
subsidiaries, including specialized lending prodystich as leasing and factoring) and card services

Distribution Channels

The Bank conducts its corporate banking businessapily through a nationwide sales network compigsb4
specialized corporate branches grouped in 13 RabiG@orporate Units as of 30 June 2011. Relationship
managers are based in the corporate branchesditioad the Bank employs product specialists whakwaeith
relationship managers to develop products and ces\dpecifically tailored to customer needs.

Loan and Deposit Products

The Bank offers its corporate banking customer®mprehensive range of loan products. The Bank'sroff
includes: (i) PLN loans, including overdraft loamgrking capital loans and investment loans; afdigreign
currency loans, including working capital loans amgestment loans.

Entities financed from the State budget and localegnment entities constitute an important custogneup for
the Bank’s loan products. The Bank offers seve#ébit-made products for these customers, such asslto
finance budgetary deficits, investment credit aoddissuance facilitation.

The Bank also offers its corporate banking custanpeoducts related to projects co-financed by tbe(Ehder
a separate programPfogram EuropejsK), such as bridge financing, co-financing, guaeastand consulting
services, which are individually tailored to mee particular needs of the Bank’s corporate bankirggjomers.

The Bank also offers syndicated loan products bethn arranger and as a syndicate member.

The Bank offers its corporate banking customersramehensive range of deposit products, includingent
and term deposit products. The Bank’s principapocate banking customer deposit products offeruihes
PLN and foreign currency denominated deposits ¢steth and negotiable), overnight automated depesits
well as investment products (including treasuryshbéind bonds, and transactions involving treasiity and
bonds).

Transactional Products

In addition to various deposit and loan producke Bank offers its corporate banking customers mode
transaction products, which can facilitate the effe management of cash flows and liquidity of pamies,
capital groups and state-budget entities and mayltrén operational efficiencies and cost-savingkese
products assist corporate banking customers wiflaljas management, monitoring collection of redelies,
cash collection, mass payments, trade finance amthip the Bank to optimize the costs of the custome
transactions.

The transactional products of the Bank are diviidéal the following product categories:

— liquidity management (current account, cash poolirgnsolidated account, escrow account, micro-
accounts);

— payables and liquidity management products (domeatid foreign payments, mass collection
products, direct debit);

— cash products (cash collection and withdrawals);
— card products (debit cards, charge cards, crediscare-paid cards);
— electronic banking (internet banking, off-line banksystems); and

— trade finance products (bank guarantees, importexpart letters of credit, documentary collection,
discount products such as promissory notes argldfikéxchange).

Other Corporate Banking Products and Services

Other products and services offered by the Bankstaorporate banking customers include financéalises
offered by companies in the Group and sold throtigh Bank’s distribution network, including brokeeag
services, domestic and international settlemesyrance services and international services. F@saription
please see “hvestment Banking — Brokerage Hdouaad “Investment Banking — Key Subsidiaties
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Investment banking

While for financial reporting purposes treasury qurcts and investments in corporate and municipak de
securities are part of the retail and corporatekivensegments, such products are operationally ra gfa
investment banking.

Overview

The treasury department is responsible for manag@dank’s surplus liquidity, currency risk, irgst rate risk
and the development of products (primarily hedgingducts) offered mostly to the Bank’s corporatekiag
customers.

The Bank has conservatively managed its investipertfolio, thereby avoiding many of the pitfallsathhave
afflicted several financial institutions in the est economic downturn. A significant portion of tBank’s
investment portfolio consists of Treasury secwitienominated in PLN, but in order to hedge agdorsign
exchange and interest rate risks, specifically wéspect to mortgage loans denominated in foreigreacy,
the Bank enters into CIRS.

The Bank offers a wide range of financial productsts customers while adhering to a conservatiading
strategy as far as investing in derivatives. ThakBarimarily focuses on providing its customershwiglatively
simple foreign exchange derivatives and adheres $trict risk policy. Throughout its other busiressthe
Group provides brokerage services and specialimehdial services, including factoring, leasingyaatment
funds, pension funds and electronic payment sesyiaad focuses on new product development to nteet i
customers’ requirements. Nevertheless, the Groppas that it will maintain its orientation towarcisre retail
and corporate banking services for the foresedablee.

Operations

As of 30 June 2011, the Bank’s treasury assetqmtamounted to PLN 26.6 billion, composed priradf
PLN-denominated treasury bonds and treasury bills.

The Bank enters into deposits on the interbank etaeikd transactions in debt securities issued byStiate
Treasury or the NBP as part of its liquidity manmagat. The Bank plays an important role on the PLdhay
market. Interest income derived from treasury assighificantly contribute to the Bank’s revenues.

The Bank manages its foreign exchange and inteséstrisks by entering into derivative transactiswch as
forward rate agreements, interest rate swaps asid (2IRS) swaps.

As of the date of the Second Supplement to the Passpectus, the Bank engages in very limited rigadi
activities on its own behalf. Within its tradingt&ities the Bank cooperates with non-financiatiitegions.

The Bank is certified as a primary money marketateand as a primary government debt dealer. Thek'Ba
certification as a primary government debt deallews it to participate directly in treasury bonddatreasury
bill auctions. The Bank is the only certified rét@distributor of government bonds in Poland.

In addition, the Bank’s standard offer for non-fic&@l customers includes mostly foreign exchangat sp
forward transactions, negotiated deposits, treabilly, treasury bonds, municipal and corporate dsprand
derivative transactions such as swaps and varimats lof foreign exchange options. Treasury prodacgssold
through the Bank’s network of regional corporatartwhes or directly by a team of corporate deakens fthe
Bank’s treasury department.

The following table shows details of the Bank'sasery asset portfolio as of the dates indicatedviel

As of 31 December

As of 30
June 2011 2010 2009 2008
(in
PLN thousand) (in PLN thousand)
(unaudited) (audited)

Securities 24,676,449 22,138,232 22,535,184 14,799,155

Trading book 1,618,339 1,503,649 2,212,955 1,496,147

Banking book 23,058,110 20,634,583 20,322,229 13,303,008
Deposits With Other DANKS .......ccccuiiiiiiiice e e 1,883,176 1,501,919 1,133,859 2,108,482
Receivables due from repurchase agreements ....ccccc.cocvveiieiiiiiciiciicnc e 4,250 - 105,427 603,200

Source: Stand-Alone Financial Statements

1) Trading assets.
2) Financial assets designated at fair value thiopgofit and loss and investment securities avaddor sale.

The following table shows values of the Bank’s ogmositions in derivative instruments as of the sate
indicated below.
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As of 31 December

As of 30 June
2011 2010 2009 2008
(in PLN thousand) (in PLN thousand)
(unaudited) (audited)

FRA (forward rate agre€ment) .........ccuieuieeceereereneeeiteeee e 166,231,000 92,420,000 37,118,000 67,390,000
IRS (iNtErest rate SWAP).....ccovriiiiieeiireeeeee ettt ettt e et e e 399,218,235 304,834,350 228,547,768 283,010,446
FX swaps (including CIRS) ... 71,623,785 56,734,794 51,160,563 49,447,477
FX futures and FX fOrwards ............ccoouiimmmmmreriiniiiiicic e 6,783,012 7,422,251 5,987,841 5,961,126
FX OPHONS .. e 6,970,700 8,754,074 9,855,172 17,730,400
OFNET .t 7,353,338 4,470,977 2,906,151 220,443

Source: Stand-Alone Financial Statements, the Bank
Treasury Products

In addition, the Bank’s standard offer for corperéianking customers includes negotiated deposgasury
bills, treasury bonds, municipal and corporate Isofidrward rate agreements, interest rate swapsC#R8 as
well as foreign exchange transactions (optionstssmwaps, foreign exchange forward transactiohgasury
products are sold by product specialists and dirdmt a team of corporate dealers from the Baniéagury
department.

Investment in Corporate and Municipal Debt Secugs

The Bank makes investments as part of its corpdra&ing operations. These investments are madaesult
of underwriting issues of debt securities for trenBs corporate clients. During 2010, the Bank regesd nine
corporate bond issues (of which six were underanm)ttwith an aggregate value of PLN 11.3 billion arg8
municipal bond issues with an aggregate value & R12 billion. As of 31 December 2010, the totalcamt of
corporate and municipal debt securities held byBhek in connection with its underwriting activisiavas
PLN 4.4 billion.

For the six months ended 30 June 2011 the Bankgethseven corporate bond issues (of which three we
underwritten) with an aggregate value of PLN 1.8856on and 30 municipal bond issues with an aggteg
value of PLN 0.842 billion. As of 30 June 2011, tb&al value of corporate and municipal debt semsiheld
by the Bank in relation to its underwriting actieg was PLN 4.4 billion.

Brokerage House

DM PKO BP is a securities brokerage house thataipsras an internal division within the Bank. DM®RBP

is one of the largest brokers in Poland and hasatge as a broker in the Polish capital marketesit@91. DM
PKO BP offers its clients a wide range of brokeragevices, including accepting and executing cteotders,
acting as a market-maker, conducting tender off@ffering financial instruments, investment advisoasset
management, financial analysis, equity researchcanplorate finance advisory services. As of 30 J20&1,
DM PKO BP’s services were offered through 37 braker outlets and approximately 956 of the Bank’s
branches that comprise the Bank’s distribution nekwDM PKO BP aims to further expand its standaalo
branch network.

DM PKO BP’s customer base consists of both retadl estitutional investors (including foreign irtstional
investors). As of 30 June 2011, customers of DM PB® held 135 thousand investment accounts and 181
thousand active registry accounts, to evidencergesuthat were bought on the primary market, viRthN 33.7
billion in equities, PLN 13.0 billion in debt sedigs and other instruments. The value of clieatssets under
management was PLN 1.1 billion. DM PKO BP intermlgliscontinue offering portfolio management sersice
in the fourth quarter of 2011.

During the first half of 2011, DM PKO BP ranked Ain the Polish market in equities trading with .86%6
market share in equities trading (based on WSE).dBfsl PKO BP is one of the largest retail bond inad
houses in Poland, trading 49.21% of all retail ksofat the six months ended 30 June 2011. DM PKGaBB
holds the leading market position in sale of retahsury bonds and sold 23,680,977 bonds (totaimed value

— PLN 2.4 billion) to customers during the year @h@®1 December 2010 and 11,042,078 bonds (wittiah to
nominal value of PLN 1.1 billion) for the six mostiended 30 June 2011. It also offers investmens$ wihil57
investment funds managed by 11 investment fund gemaincluding PKO TFI. In addition to equitiesdan
retail bonds, DM PKO BP also trades derivatives hattl a 4.25% futures and 17.24% index optionslloca
market share by volume for the first half of 20DM PKO BP aims to increase its institutional clidaise and
product offer for such clients.

Key Subsidiaries

The Group also provides other specialized finansélices through its wholly or partly owned sulssigs.
The contribution from the subsidiaries (before adidation adjustments) to the Group’s consolidatet! profit
attributable to equity holders of the parent companas 1.5% for the year ended 31 December 201@8%
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for the six months ended 30 June 2011. The Grouip ke process of reorganization to increase ieffities
and may dispose of certain non-strategic Group eomes. The key subsidiaries are described below.

PKO Towarzystwo Funduszy Inwestycyjnych S.A. + assgagement

PKO TFl is an asset management company establish€@97. As of 30 June 2011, PKO TFI was the fourth
largest asset management company in Poland by fumdlsr management, managing 28 investment funds and
sub-funds with total assets of PLN 9.7 billion dmad a share of the Polish asset management market o
approximately 8.1% based on publicly available fiitial reports of asset management companies. Since
January 2010 PKO TFI has managed the investmeusfportfolios independently. The Bank provides PKO
TFI with certain administrative services. Thesdude the use of the Bank's extensive branch aniilaligion
network to sell participation units in PKO TFI fus)dhe execution by the Bank’s treasury departroéRKO
TFI's fixed-income transactions and the executigibi PKO BP of PKO TFI's transactions on the WSE.

PKO BP BANKOWY Powszechne Towarzystwo Emerytatne-8pen pension fund management company

PTE BANKOWY manages the open pension fund PKO BRkBary. PTE BANKOWY was jointly founded in
1998. As of 30 June 2011, PTE BANKOWY held asseiden management of PLN 7.5 billion and was ranked
ninth on the Polish market in terms of total asseider management (based on data provided by t8APHs
management intends to focus on increasing PTE BAWKG current market position, its profitability anide
Bank’s return on investment.

Inteligo Financial Services S.A. — online bankiegvice platform

Inteligo was established in 2000 by BankgesellgcBaflin AG and was wholly acquired by the Bank2i®02.
Inteligo provides the Bank’s customers with onlbe@nking services. In addition to servicing accouhtsugh
electronic access channels (including the estahkstt of an online banking platform for all of therik's
customers), Inteligo also assists the Bank withdéreelopment and expansion of long-term strategt@tives
such asjnter alia, a Bank-wide call centre as an additional distitou channel and the development of a
remote client identification and authorization syst Inteligo also provides online banking techngldgr
Kredobank and Bank Pocztowy S.A. The Bank’s custemeay use the Inteligo platform to purchase certai
external serices such as additional credit for hegtiiones, participation units in investment funéports from
Biuro Informaciji Kredytowej S.A. as well as certgiroperty insurance products offered by the PZU. §raup.
Since December 2008, the company owns 80.33% of BR®inat Sp. z 0.0., whose core business actisity
focused on providing settlement services as a ioigaagent for both pension and investment funds.2@n
August 2011, Inteligo sold all the shares held KOPBP Finat Sp. z 0.0. to the Bank. The Bank intetwl
continue to utilize Inteligo’s technological and §blutions to augment its banking operations ad a®lto
cross-sell new financial products.

Centrum Elektronicznych Ustug Ptatniczych eSer@ige — card payment settlement services

CEUP eService was founded in 1999 and became alywbwehed subsidiary of the Bank in 2001. CEUP
eService provides card payment settlement sereindgs expanding the network (one of the largeftatand)

of merchants that accept debit, credit and chaagesdssued by various banks and manages the Bpaoikisof
sale (‘POS’) terminal network, the data flow in connectiontiwthe settlement of payment card businesses and
certain cash flow operations in connection with P@$ninal network stations. During 2010, CEUP e®erv
serviced POS transactions (payment transactionsastdwithdrawals) amounting to PLN 21.5 billiorddreld

a significant market share of approximately 25.4%erms of POS transactions value in Poland, wioilehe

first half of 2011 it serviced POS transactionsgéreling payments and cash withdrawals) amounting to
PLN 11.1 billion and held a significant market shaf approximately 25.2% in terms of the value &SP
transactions processed during that period in Polaaded on data provided by the company). The tiageof

the Bank’s investment in CEUP eService is to dgvele Bank’'s and CEUP eService’s business reldtipas
with its merchant network.

Bankowy Fundusz Leasingowy S.A. — leasing services

Bankowy Fundusz Leasingowy S.A. was established989. Bankowy Fundusz Leasingowy S.A. and its
subsidiaries (Bankowy Leasing Sp z 0.0. and BFLriibomdci Sp z 0.0.) provide operational and financial
leasing of tangible and real estate assets. FofirStehalf of 2011, Bankowy Fundusz Leasingowyc(utding
subsidiaries) held a market share of approximd&el¥ by value of assets leased over the perioe(hbas data
provided by the Polish Leasing Association).

Kredobank S.A. — banking services in Ukraine

In August 2004, attracted by the high growth pagrand the low saturation of banking products aediices
on the Ukrainian banking market, the Bank acquardnterest in Kredobank, a bank registered andatipg
in Ukraine. Following purchases of shares from nontrolling shareholders in 2005 and EBRD in 2G0W as
a result of share capital increases, the Bankf &élseodate of the Second Supplement to the BasspPctus,
owns 99.57% of the share capital of Kredobank.
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Kredobank is a commercial bank providing basic lralservices to both individual and corporate dber\s

of 30 June 2011, Kredobank’s distribution netwooknprised 132 outlets in 22 of the 24 regions ofditke and
in the Autonomous Republic of Crimea. Kredobanlcepe of operations in Ukraine includes depositrigki
lending activity, servicing bank accounts, foreigrchange transactions and offering securities bagee
services. According to data published by the NBledbbank’s market share (calculated as a percenofape

total net assets of the banking sector of Ukraive 0.41% as of 30 June 2011.

While real GDP growth in Ukraine averaged almo896.per annum between 2000 and 2008 (based on IMF
figures), the economy experienced a deep recessiong 2009, with a negative annual real GDP grorate

of 14.8% (based on 2001 prices). During 2010 arttierfirst quarter of 2011, the Ukrainian econoragarded

an estimated real GDP growth rate of 4.2% and 5.8%pectively (based on 2001 prices). The recession
experienced by the Ukrainian economy was a resulfomestic financial instability, a sharp drop ixternal
demand and prices for steel, Ukraine’s major experom the beginning of the downturn, domestic lsank
continue to be adversely affected by the shortddejoidity, reduced inflows of foreign capital, dées in
household earnings and the depreciation of theibilracurrency against key currencies.

In November 2008, the IMF granted Ukraine a stapdibhn in the amount of USD 16.5 billion to helplstize
the Ukrainian financial system and to facilitate fmplementation of monetary and exchange rateyslifts,
banking recapitalization and fiscal and income @okdjustments. As part of the agreement with ME, Ithe
Ukrainian government is required to recapitalize tbkrainian banks. In February 2009, the NBU and
Kredobank entered into an agreement stipulatingréopmance improvement plan to improve the profitigb

of Kredobank and its financial condition. Since Ffelsy 2009 up to the date of the Second Suppletoetite
Base Prospectus, the regulatory capital of Kredblas increased by:

— USD 35.0 million in subordinated loans extendedh®y Bank (PLN 96.3 million at the mid exchange
rate of the NBP as of 30 June 2011), provided Kwidobank repays the Bank by way of early
repayment of the subordinated loans extended fwiBebruary 2009 of USD 38.0 million (PLN 104.6
million at the mid exchange rate of the NBP as@f8ne 2011); and

— UAH 1,024.1 million in 2009 and UAH 368.0 milliom i2010 through a share issuance (a total of
PLN 479.4 million at the mid exchange rate of tr&fN\as of 30 June 2011).

In addition, on 30 June 2010 and 15 November 206&0Bank extended two guarantees to Kredobank which
secure the repayment of loans under certain loaeeagents entered into by Kredobank. The nominalevaf

the guarantees amounts to USD 74.8 million. Botargutees expire on 17 January 2012. Moreover, on 30
December 2010, the Bank deposited USD 4.8 milliorKeedobank’s account maintained by the Bank of New
York Mellon, which was subsequently pledged for biemefit of Kredobank as a security for Kredobar&&an
receivables. Kredobank’s obligations under its egrent with the NBU were satisfied with respect$ccapital
position.

Due to the macroeconomic and market situation imalie, however, Kredobank has been unable to rheet t
requirements imposed under the agreement with Blg igarding certain financial indicators, improwerhof
the loan portfolio quality and the result on barmkactivities. This resulted primarily from highdran expected
loan impairment allowance and a decrease in irttarescommission income. On 20 April 2011 Kredoban#l
NBU signed a new agreement that adjusted NBU’sirements to the existing conditions of Kredobarkirtg
into account the support measures implemented &yBtnk, including, among other things, guarantees a
deposits securing selected loan receivables of draak. As of the date of the Second Supplemerite®Base
Prospectus, Kredobank has failed to comply withaterequirements of the Ukrainian bank regulatiand the
limits imposed on Kredobank in the above-refereregeement with the NBU. Under the Ukrainian bagkin
regulations, if a bank breaches the terms of apement executed with the NBU, the NBU has the right
terminate such agreement and to impose on the tamdin sanctions provided for by the Ukrainian kiag
regulations, including putting the bank under terappadministration.

As of 30 June 2011, the equity of Kredobank amalitdeUAH 924 million (PLN 318 million) — ranking 41

in the Ukrainian banking sector, based on the NBldisg. For 2010 Kredobank reported a net loss dfiUA5
million (PLN 40 million at the mid exchange ratetbé NBP as of 31 December 2010), while for thensonth
period ended 30 June 2011 they reported a nett mfotlAH 8.5 million (PLN 3 million at the mid exemge
rate of the NBP as of 30 June 2011). The net lo§ered in 2010 was caused mainly by an increashdmet
impairment allowance on loans granted by Kredobdrie restructuring efforts of Kredobank, which were
supported by the Bank, allowed Kredobank to gepeaatet profit for the first half of 2011. As of 30ne 2011,
the loan portfolio (gross) of Kredobank was UAHSB7million (PLN 1,294 million at the mid exchangge of

the NBP as of 30 June 2011). The coverage ratiddans and advances with impairment allowances in
Kredobank as of 30 June 2011 amounted to 29.7%chwisi above the Ukrainian banking sector average of
19.3% (based on NBU data). As of 30 June 2011icfiad amounts due to customers of Kredobank amdutote
UAH 2,926 million (PLN 1,008 million at the mid elxange rate of the NBP as of 30 June 2011). Kredoban
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capital adequacy ratio was 15.61% as of 30 Juné& 2a#l was higher than the NBU’s regulatory minimofm
10%.

Under the current challenging market conditiongdtbank is focused on attracting deposits to sdowreost
funding for its re-established lending activity vjpparticular attention placed at aligning the lesloans with
deposits and minimizing liquidity constraints. Irder to minimize operational and credit risk at #obank, the
Bank has implemented conservative risk managemaitigs at Kredobank. The Bank’s representatives wh
sit on Kredobank’s supervisory board approve atiglens regarding the granting of loans in excd443D 2.5
million (the threshold was decreased to the curlerel from USD 5 million that applied before theoaomic
crisis).

The current strategy of the Group regarding Kred&bia to complete the restructuring, so as to mtotiee
business against further negative effects of tlwdopged crisis in Ukraine and establish a solidfptan for
Kredobank's future development. The Group will evithe long-term strategy once the current phagéeof
restructuring has been completed.

For a description of other subsidiaries, please”&sneral Information on the Bank — The Bank’s Prpati
Subsidiarie’

Ratings

The following section contains information regagliratings assigned by Moody’s, Fitch, Capital Ifiggnce
and Standard and Poor’s. Moody’s, Fitch, Capitalelligence and Standard and Poor’s have registarfites
in the EU and have filed for registration in congpice with Regulation (EC) No. 1060/2009 of the paen
Parliament and of the Council of 16 September 2002redit rating agencies; however, as of the di#t¢he
Second Supplement to the Base Prospectus, theynbaveceived notice from the relevant authoritiéghe
appropriate Member States regarding their respectiegistrations. In view of the above, Moody’s,chijt
Capital Intelligence and Standard and Poor’s aret mocluded in the list of rating agencies registrim
compliance with Regulation (EC) No. 1060/2009 whishpublished by the European Commission at
http://ec.europa.eu/internal_market/securities/dagencies/list_en.pdf. The ratings of Moody'’s, [kjt€apital
Intelligence and Standard and Poor’s exclusivelftet the opinions and evaluations of such crediing
agencies. Such ratings do not constitute any recamaiations to invest and should not be regardedrasrgls
for any investment decisions regarding the purchaseale of any financial instruments. The ratimgay be
subject to review, adjustment, suspension or doaatigg by the relevant agencies.

The Bank has been assigned ratings by Fitch (oDek@mber 1996 and maintained on 9 August 20104and
August 2011, unsolicited), Moody’s (on 14 Janua®p® 24 February 2007 and 18 June 2009), Standard &
Poor’'s (on 25 August 2004, in September 2010 anthtaiaed on 10 May 2011, unsolicited) and Capital
Intelligence (on 30 November 2000, in December 20@7danuary 2010 and on 30 May 2011, unsoliciged)
set forth in the table below.

Standard & Capital
Category Fitch Moody’s Poor's Intelligence

Long-term assessment of liabilities and A2/A2 with a stable outlodR A-pi? Al
deposits (foreign currencies / domestic
CUITENCY) ettt ettt mmmms e
Short-term assessment of liabilities and Prime- 1/Prime- 1 with a stable A28
deposits (foreign currencies / domestic outlook?
CUITENCY) ettt emmms et
SUPPOM ettt 25 T
Financial strength..........cccccooevevevececeeeevenenen C-with a negative outlodk BBB®
Prospect of maintaining the assessment...... Stablé®
Notes:

1) Liabilities rated A are considered upper-medignade and are subject to low credit risk. Moodyfgpands numerical modifiers 1, 2 and 3 to each
generic rating classification from Aa through Caghe modifier 2 indicates a mid-range ranking ofttganeric rating category. A Moody'’s rating
outlook is an opinion regarding the likely direatiof a rating over the medium term.

2)  “A” rated liabilities are somewhat more suscdpé to the adverse effects of changes in circunestarand economic conditions than obligations in
higher-rated categories. However, the obligor's aajty to meet its financial commitment on the dddiign is still strong. Ratings from ‘AA’ to ‘CCC’
may be modified by the addition of a “+” or “-* sig to show the relative standing within the majoting categories. Ratings with a ‘pi’ subscript are
based on an analysis of an issuer’s published firnnformation, as well as additional informatiam the public domain. They do not, however, reflec
in-depth meetings with an issuer's management aedherefore based on less comprehensive informalian ratings without a ‘pi * subscript. Ratings
with a ‘pi * subscript are reviewed annually basenl a new year's financial statements, but may lvéereed on an interim basis if a major event occurs
that may affect the issuer’s credit quality.

3) High credit quality. Strong capacity for timdiyfifillment of financial obligations. Possesses mdavorable credit characteristics but may be sligh
vulnerable to adverse changes in business, econandcfinancial conditions. Capital Intelligence appls “+" and “-" signs to foreign and local
currency long term rating in the categories fromAAto “C” to indicate that the strength of a partigar entity is, respectively, slightly greater @sk
than that of similarly rated peers.

4) Issuers (or supporting institutions) rated Prithéiave a superior ability to repay short-term debtigations.

5)  Very strong capacity for timely repayment buyrbe affected slightly by unexpected adversities.
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=)

)  Bank Support Rating of “2” denotes a bank forieththere is a high probability of external suppdfhe potential provider of support is highly rated

its own right and has a high propensity to provaigport to the bank in question. This probabilifysapport indicates a minimum Long-Term Rating
floor of “BBB-".

7) The likelihood of a bank receiving support ie #wvent of difficulties is extremely high. The eleteristics of a bank with this support rating maglude
strong government ownership and/or clear legal gudees on the part of the state. The bank mayksdsof such importance to the national economy
that state intervention is virtually assured. THodlity and willingness of potential supporters tmpide sufficient and timely support is extreméigrsg.

8)  Banks rated “C” possess adequate intrinsic fio@hstrength. Typically, these will be institutwith more limited but still valuable businessnfthises.
These banks will display either acceptable finahftindamentals with a predictable and stable opie@environment, or good financial fundamentals
within a less predictable and stable operating emvinent. A “-” modifier is appended to distinguigiose banks that fall in intermediate categories.

9) Basically sound overall; slight weaknesses mafficial or other factors could be remedied fairlgséy. May be limited by unstable operating
environment. Capital Intelligence appends “+" and”“signs to foreign and local currency long termtirags in the categories from “AA” to “C” to
indicate that the strength of a particular entisy respectively, slightly greater or less than tbisimilarly rated peers.

10) Outlook — expectations of improvement, no ckamgdeterioration in a bank or corporate ratingesvthe 12 months following its publication are

denoted “Positive”, “Stable” or “Negative”. The tira horizon for a sovereign rating outlook is longetr12-24 months.

Intellectual Property

The Group uses a number of trademarks in its éietsviAs of the date of the Second SupplementedBtse
Prospectus, the Group has registered rights tard@emarks, including 51 trademarks of the Banle Bank
has filed for the registration of an additional t8@demarks with the Patent Office, including 23&mmarks of
the Bank. The Bank has filed for registration oédrademark abroad under national procedure. dt atgplied
for a registered community design in the Office armonization in the Internal Market in respectfiob

trademarks. Additionally, registration of four teatharks of the subsidiaries is pending.

As of the date of the Second Supplement to the Bagspectus, the Bank is not dependent on any {gaten
licenses.

Licenses
License for the Bank to use the Inteligo logo

Under an agreement concluded with Inteligo, thekBaas granted a license to use Inteligo’s logofferahe
Konto Inteligo product. In exchange, the Bank iguieed to pay a gross annual license fee of PLM3,@0. If
the agreement is terminated, the Bank will haveritjiet of first refusal with respect to the Intedigrademark
and to other economic rights under copyright amithétrial property rights owned by Inteligo.

The above-described license has material importéorcthe activities carried out by the Group inpest of
PKO'’s operation of the Inteligo account.

As of the date of the Second Supplement to the Basspectus, the Group does not depend on anytpaten
new technological processes to a degree that magrmdered as significant to its business or fabiiity.

Website Domains

As of the date of the Second Supplement to the Basspectus, the Group uses 275 registered internet
domains, including the www.pkobp.pl domain.

Information Technology

In 2008, the Bank completed the development andementation of a centralized, integrated informatio
technology (TT”) system (the Integrated IT Systenf) throughout its distribution network. Due to gsale
and complexity, the Integrated IT System project haen one of the largest information technologjegts
ever carried out in Poland. The new IT system aléor a comprehensive view of client informatiordahus
effectively strengthens the Group’s distributioivaties. In addition, the new system further impes the risk
management capabilities of the Bank.

The Integrated IT System is designed to ensure lthatevelopment and maintenance services are glosel
coordinated throughout the Bank’s extensive diatidn network. The Integrated IT System has beequaty
tailored to the specific scope and nature of thekBabusiness. The Bank employs more than 150 eyapkoto
support and maintain its Integrated IT System.

The Bank has implemented security mechanisms teeptephysical or electronic intrusions, computeuses
or other attacks. The implemented solutions arkni with relevant ISO and BS standards and arelagky
audited. Software development and implementatiothau®logies, including very strict, multi-level tewy
procedures, protect the Bank from risks relategriigramming errors and similar disruptive problerfise
Bank’s IT strategy is designed to support the dVsteategy of the Bank, which in practice meanpparting
the distribution of the Bank’s products and sersieeross its distribution network as well as depielp a
scalable and flexible infrastructure to supportBamk’s current and future operations.

The Integrated IT System has been designed to tidaso core banking systems within the Group and to
deliver solutions to the customer-facing operatiohthe Bank. The Bank continuously develops itsy§tems
and implements IT solutions to ensure the condistad efficient execution of the Bank’s businesscpsses.
This allows the Bank to continue to provide thehieist level of service to its retail and corporadients.
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The Bank'’s IT strategy also focuses on providinigusi and consistent processing of investment tciioses,

securing the necessary scalability for future bessngrowth and enabling large scale productionasfdardized
products together with tailored, structured custosmutions. Efficient execution of these strategigeexpected
to reduce operational risk and to support more-efigtient processing. In addition, the Bank contily

assesses its internal credit risk reporting systengetermine if improvements and enhancementseaygired

to maintain compliance with Basel Il.

As of the date of the Second Supplement to the Baespectus, the Bank uses over 200 applications.
Compared to other financial institutions of similacale, the Bank has a relatively simple applicatio
environment which allows for effective managemenoperating costs and facilitates future developtmAh
those systems have been specially tailored topbeific needs of the Bank’s business. The Bankcbasluded
standard agreements with service providers forlTalsystems which are material to its operationsesgh
agreements give the Bank a license to use thersgsa@d grant support services in case of systdordaand

the opportunity to receive updates and upgrades.

Material Contracts

The Bank believes that the contracts listed belativer than the agreements entered into in the argicourse
of business, are material to the Group given thalue or significant influence on the key areashef Group’s
operations and their financing. The financing agreets having a value of at least PLN 250 million &ne
material issues of debt securities discussed bdlave been deemed material based on the fact thgt th
represent an external source of funding other thegosits. The Bank has deemed the IT agreemertssdisd
below to be material contracts due to their speicglortance in relation to the management of theu@is
information systems.

As of the date of the Second Supplement to the Bagspectus, the Bank is not dependent on any cociathe
or financial contracts.

Financing Agreements
CHF 950,000,000 Credit Facility for the Bank

On 27 July 2007, the Bank, as the borrower, coredual credit agreement with The Bank of Tokyo-Miishb
UFJ, Ltd., BNP Paribas, Citibank, N.A. and StandBahk Plc., as the arrangers, and Bank Handlowy w
Warszawie S.A., as the facility agent, based orclviiie Bank was granted a term loan in the amouGtHi-
950,000,000 for general funding purposes. Undelatireement, the Bank is required to pay interetieatate

of LIBOR plus 0.135% per annum. The final matudste is the fifth anniversary of the date of theeagent.

As of 30 June 2011, the outstanding amount undefability was CHF 950,000,000 (PLN 3,135,380,000)

Pursuant to the terms of the agreement, the Bardgisred to deliver to the facility agent inforneet regarding
a material change with respect to the number afeshiaeld by the State Treasury in the Bank’s sbapéal.

For the purposes of the agreement, loss of thes Staasury’s control over the Bank constitutes eene of
default. The agreement defines ‘control’ as thehtrigo command (directly or indirectly) the entity's
management process or policies on the basis ofio{fJing a relevant number of votes at the Banléaayal
meeting; (ii) contractual provisions; or (iii) otheeasons. Once an event of default has occurrddisanot
redressed, the facility agent may (and upon recagfipelevant instructions from the majority lendemsust):
(i) cancel all or some of the financing made awdéaunder the agreement; (ii) declare the rece@smbbnsisting
of all or some of the financing paid under the agrent to be immediately due and payable; (iii) dish that
all or some of the amounts paid under the agreer@npayable at the request of the facility ageting in
accordance with the majority lenders’ instructioBs. 14 July 2011 the Bank informed the lendersyugh the
intermediation of the facility agent, about the gmeed sale of shares in the Bank by the State Uneasd
Bank Gospodarstwa Krajowego and noted that thegzexh change in the Bank’s shareholding structunddvo
not constitute an event of default under the fgcdigreement. The lenders acknowledged the aboweerend
as of the date of the Second Supplement to the Bamsgpectus have not presented any objectionstthere

EUR 100,000,000 Finance Contract between the Bankilae EIB

On 29 April 2004, the Bank and the EIB entered anfinance contract, based on which the EIB maddahie

to the Bank a credit facility of up to EUR 100,000 for the purpose of financing through loans sraatl
medium-sized projects related to the environmernt enfrastructure, and development of knowledge-tase
economy, energy, health, education and industriept® The terms of disbursement of each trancioiyding,

in particular, the amount of the loan, the disboreet date, the interest rate, the currency anddpayment
period proposed by the Bank in a disbursement tgaee subject to the EIB’s consent in a disbursgme
notice. As of 30 June 2011 the balance of the tredility was PLN 54,000,000 and EUR 85,848,658.76
(PLN 342,244,263.01).
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Under the agreement the Bank is required to imntelgianotify the EIB of any circumstances in whigh,its
opinion or according to its reasonable belief, ancie of control over the Bank has occurred or theliebe a
change of control over the Bank. For the purpodehie agreement ‘change of control’ is understoscaay
material change of the ownership structure regardive Bank’s share capital in result of which theat&
Treasury (directly or indirectly, through a sharelng in the Bank’s share capital, holding a rel@vaumber of
votes at the Bank’s general meeting or otherwiggwill cease to hold more than 50% of the shaapital or
50% of votes at the Bank’s general meeting; or I{iging the right to appoint or dismiss the majorif
members of the management or supervisory boartedBank.

Pursuant to the agreement, if the Bank notifiesEh#& of the occurrence of a ‘change of control’ ever
notifies the EIB that there will probably occur lsange of control event with respect to the Bankf tire EIB
has any reasonable grounds to claim that theretmared a change of control over the Bank or angbaof
control over the Bank will in fact occur, the ElBagnrequest that the Bank conduct consultationsethién.
Once 30 days have lapsed from notification of tlanlBs request or following a change of control otkes
Bank (whichever of those events occur earlier) BEh& will have the right to demand the Bank to makeearly
repayment of the loan, with accrued interest, mtedtithat, in the reasonable opinion of the EIB,ahange of
control event has caused or will probably causeateral adverse change as defined in the agreement.

EUR 150,000,000 Finance Contract between the Badkilae EIB

On 31 July 2009, the Bank and the EIB entered dnfimance contract, based on which the EIB madéadbla
to the Bank a credit facility of EUR 150,000,000 foe purpose of financing through loans small aveiium-
sized projects promoted by SMEs or public sectdities in the field of environmental protection,eegy
savings, infrastructure (including health and etiood, industry, creative and cultural industrigsyvices or
tourism in Poland. The terms of disbursement ohdeaanche, including, in particular, the amountta loan,
the disbursement date, the interest rate, the meyrand the repayment period are to be proposedebBank in
a disbursement request and subject to acceptanttel®iB in a disbursement notice. As of 30 Jun&l2bhe
balance of the credit facility was CHF 227,250,0P0ON 750,015,900).

Under the agreement the Bank is required to notié/EIB of any circumstances: (i) of any persomgmup of
persons acting, formally or informally, in concéot secure the control over the Bank; or (ii) of thate
Treasury’s loss, directly or indirectly, throughk t00% owned subsidiary, of the holding of morentB@% of
the Bank’s share capital. For the purposes of ¢ieeanent ‘control’ is understood as the authoutgirect an
entity’'s management process or policies resultiognf (i) holding a relevant number of votes at Bank’s
general meeting; (ii) contractual provisions; d@ij Gther reasons.

The agreement provides that the Bank will be sulifea reporting requirement also in the event pf@bable
change of control event regarding the Bank. In stiotumstances, if the EIB has any reasonable giouo
claim that there has occurred a change of contret the Bank or a change of control over the Baitkoscur,

the EIB may request that the Bank conduct consoiftattherewith. Once 30 days have lapsed frominatibn

of the Bank’s request or following a change of conbver the Bank (whichever of those events oceardier),
the EIB will have the right to demand the Bank taker an early repayment of the loan, with accruéetrést,
provided that, in the opinion of the EIB, the chamd control event has caused or will probably esausnaterial
adverse change as defined in the agreement.

EUR 100,000,000 Framework Loan Agreement betweeBahk and the CEB

On 31 July 2008, the Bank and the CEB entered antamework loan agreement, based on which the CEB
made available to the Bank a loan of EUR 100,000 the partial financing of investment projeatmed at

job creation and preservation in SMEs in Poland. ¢ach tranche, the terms of disbursement, incyjdim
particular, the amount of the loan, the disbursdndate, the interest rate and the repayment peiiedo be
determined jointly by the Bank and the CEB and Hjgetin each disbursement agreement. As of 30 2044,

the balance of the loan was CHF 75,600,000 (PLN5249240) and EUR 49,814,126 (PLN 198,588,994.71).

Under the agreement the Bank is required to imntelgianotify the CEB about any material change rdiey

its financial condition or shareholding structuféy material change in the Bank’s shareholdingcitme will
result in an event of default as provided in theBOEban Regulations that constitute an integral pédrthe
agreement between the CEB and the Bank, and maycalsstitute grounds for suspending any payments of
advances under the loan, termination of the loapeagent or acceleration of the loan in accordarite the
CEB Loan Regulations. On 28 July 2011 the Bankivececonfirmation from the CEB that the proposel& sa
of the Bank’s shares by the State Treasury and Bxodpodarstwa Krajowego will not constitute an éven
default under the loan agreement.

EUR 150,000,000 Framework Loan Agreement betweeBahk and the CEB

On 6 December 2010, the Bank and the CEB entetediframework loan agreement, based on which & C
made available to the Bank a loan of EUR 150,000 the partial financing of investment projeatmed at
job creation and preservation in the SME sectoPoland. For each tranche the terms of disbursement,
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including, in particular, the amount of the loame disbursement date, the interest and the repdypeeind are
to be determined jointly by the Bank and the CEB specified in each disbursement agreement. A9 duBe
2011, the balance of the loan was EUR 75,000,00®008I 298,955,000.00).

Under the agreement the Bank is required to imntelgianotify the CEB about any material change rdieay

its financial condition or shareholding structufgy material change in the Bank’s shareholdingcitme will
result in an event of default as provided in theBOEban Regulations that constitute an integral pédrthe
agreement between the CEB and the Bank, and maycalsstitute grounds for suspending any payments of
advances under the loan, termination of the loaeeagent or acceleration of the loan in accordarite tive
CEB Loan Regulations. On 28 July 2011 the Bankiveckeconfirmation from the CEB that the proposel& sa
of the Bank’s shares by the State Treasury and Bxodpodarstwa Krajowego will not constitute an évan
default under the loan agreement.

In addition to the above-described change of cortfauses, the above-referenced loan agreementsigon
clauses typical to facility agreements, includifjga(pari passuclause (the obligation of the borrower to ensure
at least equal treatment to the liabilities under lban agreement compared to any of its othestiagi or
future, obligations); (ii) a negative pledge (a maaty of the borrower not to establish any encumdea on its
existing or future assets which could hinder satisbn of the lender’s claims); and (iii) a lossrafing clause
authorizing the lender to demand additional segwitto terminate and accelerate the loan if thegiterm
credit rating for the borrower assigned by recogdirating agencies decreased below a certain Ipr@ljded
that such decrease may adversely impact the peafarenof the borrower under the loan agreement.

Agreement for a credit facility to finance leasitrgnsactions of up to PLN 300,000,000 between Bagko
Fundusz Leasingowy and Bank Polska Kasa Opieki S.A.

On 16 August 2010, Bankowy Fundusz Leasingowy amdkBPolska Kasa Opieki S.A. executed a credit
facility agreement whereunder Bankowy Fundusz lregsivy was granted a loan of no more than PLN 300
million for financing or refinancing leasing agreemts executed by Bankowy Fundusz Leasingowy, peavid
that the maximum value of financing of any singlading agreement can not exceed the net value cuthject

of the leasing less the initial payment and the sfiprincipal repaid in the form of leasing paynentade by
the lessees until the date of payment of the trard#signated for the financing or refinancing akekevant
leasing agreement. Pursuant to the terms of theeawent the amount of financing was made available i
tranches. The tranches may be made available dtirenterm of the facility, i.e. until 30 Septemi2&10. The
facility accrues interest established on the bafSiW/IBOR 1M increased by a margin as stated ireiipeeement.

As of 30 June 2011 the indebtedness under thieagret amounted to PLN 300,000,000.

Agreement for a credit facility to finance leasitrgnsactions of up to PLN 400,000,000 between Bawko
Fundusz Leasingowy and Bank Polska Kasa Opieki S.A.

On 5 July 2011, Bankowy Fundusz Leasingowy and BRolska Kasa Opieki S.A. executed a credit facility
agreement whereunder Bankowy Fundusz Leasingowygveaged a loan of no more than PLN 400 million for
financing or refinancing leasing agreements exetig Bankowy Fundusz Leasingowy, provided that the
maximum value of financing of any single leasingeggnent can not exceed the net value of the subjebe
leasing less the initial payment (in case of finagror the outstanding net value under a leasgrgement (in
case of refinancing). Pursuant to the terms ofdatpeement, the amount of financing was made availiab
tranches. The tranches may be made available dtimengerm of the facility, i.e. until 31 March 2Q12he
facility accrues interest established on the baSWIBOR 1M increased by a margin as stated ireifpeeement.
As of 31 July 2011, the indebtedness under thiseagent amounted to PLN O.

Material Issues of Debt Securities

Programme for the issuance of PKO Finance notek witvalue of up to EUR 3,000,000,000 to financeasen
and subordinated loans extended by PKO Financhdédank (the Programme)

The terms and conditions of the issuance of thesoinder the Programme are set out in the trusisdee
executed on 23 April 2010 and on 15 April 2011 I@iding the relevant supplements to those trust sleby
and between PKO Finance and Citicorp Trustee Cognpanited as a trustee which acts in its own name a
for the benefit of holders of the notes issued uritte Programme (theTfust Deeds). The terms and
conditions of the issuance of the notes are sunzein the prospectus dated 23 April 2010 and 15 2p11.

The terms and conditions of extending senior [dan®KO Finance to the Bank, financed from the iaseaof
the notes under the Programme, are set out iniardean facility executed on 23 April 2010 by abdtween
PKO Finance and the Bank (th&enior Loan Facility”) and in the relevant supplements to the SeniarlLo
Facility executed by and between PKO Finance aadBtmk on the date of the issuance of a give teofhhe
notes. The terms and conditions of extending subateld loans by PKO Finance to the Bank, financechf
the issuance of the notes under the Programmebwridlet out in a subordinated loan facility to keocated by
and between PKO Finance and the Bank (Bagbbrdinated Loan Facility”) and in the relevant supplements
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to the Subordinated Loan Facility to be executeagbg between PKO Finance and the Bank before dhen
date of the issuance of a given tranche of thesnote

On 21 October 2010, PKO Finance issued the firstsef Notes under the Programme, with a totad feedue

of EUR 800,000,000, on the terms and conditionaéin the supplement to the trust deed dated @bl@r
2010 and the issue prospectus dated 23 April 2046.issued Notes bear interest at a fixed rate t183%o per
annum, paid annually and have a maturity of fivarge The Notes are listed on the Luxembourg Stock
Exchange. In connection with the issuance, on 2tblégr 2010, the Bank borrowed from PKO Finance und
representing the proceeds from the issuance afidtes, to be earmarked for the general financimgqaes of
the Bank. The loan bears interest at a fixed taedorresponds to the rate of interest borne éyties issued.
The loan is unsecured and was extended for a tefiveoyears.

On 7 July 2011, PKO Finance issued the secondssefidotes under the Programme, with a total fadaesof
CHF 250,000,000, on the terms and conditions seindine supplement to the trust deed dated 5201 and
summarized in the issue prospectus dated 15 A@lil2and in the Swiss listing prospectus dated ¥ 2011,
drawn up in connection with applying for the intootion of the second tranche notes to trading enStX
Swiss Exchange. The issued Notes bear interesfiedirate of 3.538% per annum, paid annually hade a
maturity of five years. The Notes are listed on $1% Swiss Exchange. In connection with the isseann 7
July 2011 the Bank borrowed from PKO Finance fumgisesenting the proceeds from the issuance ofdtes,
to be earmarked for the general financing purpagethe Bank. The loan bears interest at a fixed that
corresponds to the rate of interest borne by thiedNissued. The loan is unsecured and was extdodaderm
of five years.

The loans extended to the Bank by PKO Finance cd@tber 2010 and on 7 July 2011 were senior loans.

If a certain event defined in the Trust Deeds og@ud continues, the trustee may, subject to tbeigions of
the Trust Deeds, seek to enforce the securityésterpledged by PKO Finance under the Trust Deetis/or
of holders of the notes issued under the Programme.

If an event of default defined in the Senior Loacikity occurs and continues, the trustee may, estitip the
provisions of the Trust Deeds, declare all amodigbursed by PKO Finance to the Bank under a séogor
immediately due and payable. Once the senior laarbleen repaid, as a result of the event of defiafilted in
the Senior Loan Facility, the Notes issued underRfogramme will be redeemed or repaid.

In accordance with the Trust Deeds, as long asNwtgs issued under the Programme remain unrepaid or
unredeemed, PKO Finance will not, without obtainprgpr written approval from the trustee, consenthy
amendment to or modification or waiver of any termsnditions or rights provided for in the Seniapan
Facility or in the Subordinated Loan Facility, naill it grant any authorization to violate or totept to
violate the terms and conditions of the Senior LBanility or of the Subordinated Loan Facility, fdi to the
exceptions expressly provided for in the Trust Beedin the Senior Loan Facility or in the Suboedéd Loan
Facility. Under the Senior Loan Facility, the Baskbound by additional covenants, such as thoseweh the
negative pledge clause and in hai passuclause.

On 26 April 2011, Moody's confirmed the rating ile Programme to be at the level of A2 for unsetulebt
and A3 for secured debt (A-rated debt is charamtdriby higher than average reliability and low dredk

level, and Moody’s adds figures 1, 2 and 3 to eafcine ratings, thus designating their positiortha relevant
group) and Prime-1 for long-term debt (issuers \ah® assigned such rating have the greatest atulitgpay
short-term financial obligations).

Issue of Subordinated Bonds by the Bank

On 30 October 2007, the Bank issued 16,007 subatetinbonds of PLN 100,000 nominal value each. $hea
price of each bond equaled its nominal value. Thgregate nominal value of the issue was PLN 1,600.7
million. The final redemption date of the bonds,tla nominal value thereof, is 30 October 2017 wité
Bank’s option of early redemption on 30 October 20The subordinated bonds were issued in order to
recognize the proceeds from the issue (subordin&bilities), and as a consequence, to increasec#pital
base of the Bank.

In accordance with the terms and conditions ofiskae of subordinated bonds, the bonds do not thevéorm
of a document and are registered in the recordstiefhe Bank. The bonds bear variable interestdhas the
6-month WIBOR rate plus 100 basis points. Howewethe case of interest paid out in the interesiops after
30 October 2012 (the early redemption date) andssnlhe Bank fails to use the early redemptionoaptihe
interest will be increased by the relevant margid 25 basis points. Interest on the bonds is payabini-
annually until the date of their redemption. Thad®are unsecured.

Issue of Bonds by Bankowy Fundusz Leasingowy

On 14 December 2006, Bankowy Fundusz Leasingowgredtinto an agreement with the Bank (as the
arranger) for organizing, carrying out and arraggirbond issue program, which was subsequently deaelny
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annex No. 1 dated 28 March 2008, annex No. 2 datedptember 2008, annex No. 3 dated 15 Decemb& 200
and annex No. 4 dated 21 April 2011. Within therfeavork of the program Bankowy Fundusz Leasingowy
agreed to issue, in private offerings by 30 Decen##d 1, bonds in several series and the total vafube
program of up to PLN 600 million. The bonds haverbessued as bearer, dematerialized and unsecaret$.b
The program provides that the bonds issued in eniess must have a total nominal value of not lésst
PLN 10 million. As of 30 June 2011 the Bank hasuéss bonds with the total nominal value of PLN 170
million. Pursuant to the program, Bankowy Fundusadingowy undertook to redeem all of the issuedibar
their nominal value by 30 December 2011. The Bagkeed to underwrite each series of the bonds not
subscribed for by the bondholders. The receivabldhe Bank towards Bankowy Fundusz Leasingowy unde
the above-referenced agreement have been secugetdnk enforcement title up to PLN 700 millioruied by
Bankowy Fundusz Leasingowy in favor of the Banke Bgreement governing the program provides foauert
standard events of default following the occurren€enhich the Bank may terminate the agreement with
immediate effect and is waived of its obligatioruttderwrite any portion of the bonds in issue.

Programme for the Issuance on the Domestic MarkBoads of up to PLN 5,000,000,000

On 21 June 2011, the Management Board adoptedkuties regarding granting its consent to the opgrof a
program for the issuance of bonds on the domestcket (the Domestic Market Programme’). The
Domestic Market Programme has a maximum value d¢f BJ000,000,000 or the equivalent thereof in EUR,
USD or CHF. The proceeds from the bonds issuedruth@eDomestic Market Programme shall be designated
for the purposes of financing the Bank. The ternthef Domestic Market Programme has not been detedni
Under the Domestic Market Programme, on 12 Aug04tl2he Bank issued, on a non-public market, 12,500
short-term discount bonds with a hominal value BNFAL00,000 each. The total value of the issue anealito
PLN 1,250.0 million. The final redemption date fbe bonds at the nominal value thereof was estadisit 10
November 2011.

Programme for the Issuance of Bank Securities ef Bank having the nominal value of no more than
PLN 10,000,0000,000

Bank securities BPWS") are issued to procure financing for the genegdrations of the Bank in accordance
with the terms and conditions of the issue of BPWsich constitute an integral part of the purchpsgposal
for BPWs. BPWs are issued pursuant to Articles 89e® the Banking Law and the resolution of the
management board of the Bank dated 14 December 2010

A structured BPW is an unsecured security issued tmearer. Structured BPWs do not bear interest. Th
redemption amount for structured BPWs is estabtishie the basis of the terms and conditions of Hsee
thereof. The redemption amount is equal to the namialue of the structured BPWs and a premiumutaied

in accordance with the formula provided in the teiand conditions of the issue of the BPWs.

On 27 April, the Bank issued structured BPWs wittiie scope of the program of PLN 44,482,000 with th
nominal unit value of PLN 1,000. The profit whickaynbe generated on the redemption date undergbarise
of the structured BPWs depends on the level o5& 500 index value.

IT Agreements
Agreement for the Delivery and Implementation efltitegrated IT System

On 18 August 2003, the Bank entered into an agraefoe delivery and implementation of the Integchtd@
System with Accenture Sp. z 0.0., Alnova Techn@sgCorporation S.L. and Softbank S.A. (now Asseco
Poland S.A)).

The agreement covers the development, deliveryimptementation of the Integrated IT System at ttzalB

and the granting of a license for the software thais the Integrated IT System as well as certdlivero

additional services, including in particular maimdace services. Moreover, under the agreement #nk B
acquired complete author’s economic rights to titedrated IT System.

Due to the completion of the core system roll-dkie agreement was completed and a new agreemetitefor
development, modification and servicing of the ¢mntged IT System (theNew Integrated IT System
Agreement’) was signed on 25 February 2010, with an objectiz

— enable further development of the Integrated ITt&ysto fit Bank’s future business needs and related
to development of information technology;

— ensure continuous efforts to increase availakéitg security of the Integrated IT System; and

— build internal Bank competencies to maintain andettgp the Integrated IT System through Bank’s
participation in the supplier development team.

The New Integrated IT System Agreement confirmstéins on which the Bank was granted the licensénfo
Integrated IT System and sets new advantageous flarl@€ooperation with the consortium, more favéeahan
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under the previous contract. The agreement hasaeacter of a framework agreement and also spedcifies
minimum pool of orders for development work.

The agreement provides for contractual penaltidge Tability of the parties is limited to actual rdages.
Except for any personal injuries, the liability thie parties is limited to PLN 36,500,000. The iiesbtn also
does not apply to any obligation to pay the duediee to redress any injuries caused in resultibfréato pay
the fee.

The net annual fee for the services stated as ef d#ite of execution of the agreement amounted to
PLN 22,000,000. Moreover, the New Integrated ITt&ysAgreement provides for a variable fee that ddpe
on the pool of orders for development work.

The New Integrated IT System Agreement was condddea term of 30 months, but it is subject toomutic
extension for unspecified term, provided that 1nths prior to the end of the above term none ofpiuies
delivers a representation that it does not wiséxtend the term of the agreement.

Insurance Coverage

The PKO Bank Polski Group maintains insurance agyerparticularly against risks related to the elgse
(such as fire, lightning, hurricane, hail, floodarthquake and others), theft and burglary, plundets of
vandalism, riots, strikes, group layoffs, actsefdr and building damage. Moreover, the Bank hasrance
coverage against civil liability against third pest for any personal injuries or property damagilteng from
any prohibited acts committed in relation to antivites conducted by the Bank or any of its prapeihe
members of the Management Board and the SuperviBoeyd as well as the authorities of the Group’s
subsidiaries have Directors’ and officers’ lialyilitnsurance (D&O). All insurance policies are reeew
annually. Currently, the insurance coverage is idexy; inter alia, by PZU S.A., STU Ergo Hestia S.A., and
TuiR WARTA S.A., Generali TU S.A,, Lloyd’s Polsk&he Bank believes that its insurance coverage ligén
with the standard adopted for banks in Poland.

Significant Tangible Fixed Assets

Significant Tangible Fixed Assets

The table below shows the various categories oPt#® Bank Polski Group’s tangible fixed assets taxisas
of the indicated dates.

As of 31 December

As of 30 June

2011 2010 2009 2008
(PLN thousand) (PLN thousand)
(unaudited) (audited)
Land and BUIldiNgS........c...ooviiiiiiie e e e 1,692,206 1,722,797 1,749,813 1,716,141
Plant and Machinery..........c.cooiiiiiiiimreme et 602,156 603,388 651,577 498,166
Means of transport............. 51,088 47,703 44,832 55,182
Assets under construction .. 76,738 96,022 207,251 559,619
Investment property ............ 254 259 322 24,170
(@] (=T T PSPPSR P TP PR PPN 95,539 106,276 123,899 111,381
TOTAL et e 2,517,981 2,576,445 2,777,694 2,964,659

Source: Consolidated Financial Statements

As of the date of the Second Supplement to the Basspectus, the most important fixed assets oPHe©
Bank Polski Group are real estate properties.

As of the date of the Second Supplement to the Basspectus, the Bank does not plan to acquire any
significant tangible fixed assets in the near fef@xcept for the below-referenced transfer ofotivaership title
to the real estate where the Bank’s headquartesituisted.

The Bank'’s Properties

As of the date of the Second Supplement to the Basspectus, the Bank has 784 plots of land whiete#her
owned by the Bank, held under usufruct or occupiader lease agreements. Moreover, the Bank holds 12
pieces of real estate without legal titles. As 0fJ8ne 2011, the total book gross value of thegitigs held by

the Bank was PLN 2,084 million, including that preted in the “land and buildings” item of PLN 2,083
million and in the “investment property” item of RLL million.

The Bank holds as the owner or holder of a cooperahember’s ownership right 794 buildings or preesi
with a total area of 739,234.70 nkFurthermore, the Bank utilizes 12 pieces of esaiite including 36 facilities
with the total area of 28,189.83?nwithout legal titles. The Bank, under lease agreets, occupies 1,794
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buildings and premises with a total usable areapgfroximately 213,167 nLeases are usually made for 5
years or unspecified term periods.

The Bank believes that the building situated in ¥dar at Pulawska 15, where the headquarters ofahé& Bre
situated, is significant to the Bank’s operatiofibe aforementioned building is leased by the Bawoknfa
subsidiary of the Bank — Centrum Finansowe Pulaysk® is the perpetual usufructuary of the landuich
the building is situated and the owner of the bodd

The Bank uses the building situated in Warsaw aPutawska 15 on the basis of a lease agreernemiva
dziegawy) entered into on 7 December 1995 between Centimansowe Putawska and the Bank. As of the
date of the Second Supplement to the Base Prospd@uBank leasesiZiezawi) from Centrum Finansowe
Putawska 45,108.72 of usable area which constitutes 88.29% of thélesarea of the building. The agreed
lease term ends on 31 December 2016. The land andjage register maintained for such real estat¢aaus

an entry of an ordinary contractual mortgage of RI8$.3 million which secures the loan extended eat@im
Finansowe Putawska by the Bank on 22 August 200teSCentrum Finansowe Putawska has made the early
repayment of the loan, such mortgage has expiredl Quly 2011 the Bank, acting as the sole shadehaif
Centrum Finansowe Putawska, adopted a resolutioth@missolution and liquidation of Centrum Finamso
Putawska, the main business of which was the mameageof the building situated in Warsaw at ul. Rusgka
15. It is anticipated that the above procedure imilblve the transfer of the ownership title to tgilding in
favor of the Bank.

The Bank leases parts of its buildings and premiggish are not used by the Bank for its operatiorthird
parties. As of 30 June 2011, the total area lehyete Bank is approximately 23,917.6.m

Material Intangible Assets

The most significant item of capital expenditurete Group relates to outlays on the Integrate8y3tem. The
cumulative capital expenditure incurred for theegitated IT System between 2003 and 2010 amounted to
PLN 1.066,1 million. As of 30 June 2011, the neblbwalue of the Integrated IT System was PLN 639,11
thousand.

Environmental Protection

The Bank believes that environmental matters ateohmaterial importance to the activities of th€@® Bank
Polski Group, its financial situation or for exphtion by it of tangible fixed assets.

Regulatory Issues

The operations of the PKO Bank Polski Group cargedl in the financial services sector (banking @gct
investment funds association and the investmerdsfunanaged thereby, pension fund society and theige
fund managed thereby, and brokerage activitiesjeagelated activities.

Except for the Bank, within the PKO Bank Polski Gppregulated activities are also carried out by:
— Kredobank;
— PKO TFI; and
— PTE BANKOWY.

Furthermore, the Bank runs brokerage activitiehenform of a separate organizational unit of tlzniB(DM
PKO BP) and trust activities.

The aforementioned operations of the PKO Bank P@s&up are subject to strict supervision of théishoand
foreign regulatory authorities, including the PF8Ad the NBU, and must be carried out in complianih
community regulations and the provisions of Polelw and other countries in which the PKO Bank Piolsk
Group operates, as well as with specific recommggonls, instructions, guidelines and operational eqdity-
related requirements (seB&nking Regulations in Polanil’In the course of its business the PKO Bank Rolsk
Group is subject to numerous inspections, contealgljits and investigations carried out by diffenergulatory
authorities supervising the financial services @eend the other areas of activities of the PKO kBRolIski
Group. None of such inspections have, however, tifilesh any breaches of operational requirements and
guidelines or internal regulations, which could &ax material effect on the Group’s business, firnc
condition or results.

The Group implements the guidelines of the regwatuthorities presented in the course of inspastio
including the guidelines of the PFSA presentedrafte 2009 inspection. With respect to one of those
guidelines, which concerns a portion of the Intelagyedit portfolio, the Group has secured the consé the
PFSA for a change of the compliance deadline fréndudy 2011 to 13 September 2011 in accordnce igth
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request made for certain technical reasons. Théemmgntation of the above guidelines has no materiphct
on the Group’s activities, financial condition esuilts.

Legal, Administrative and Arbitration Proceedings

The Group in the ordinary course of business igtimely involved in legal proceedings concerning its
operational activities. To the Bank’s best knowledas of 30 June 2011, with respect to suits inmglelaims

of at least PLN 2 million each, the Bank was (plaintiff or a claimant in 6 proceedings; and &éiflefendant or
participant in 26 proceedings. The Group Compamiege: (i) a plaintiff or a claimant in 37 proceegkn
(including 20 proceedings regarding Kredobank’demtion of indebtedness under loan agreements){igra
defendant or participant in 9 proceedings.

According to the Bank’s best knowledge, as of 30eJR011, the total value of claims subject to caisputes
where: (i) the Bank acts as a defendant amount&Lkb355.9 million, while the total value of clairbsought

by the Bank as a plaintiff had a value of PLN 9&ndlion; (ii) the Group companies act as a defertdan
amounted to PLN 31 million and the total value ol suits brought by the Group companies equalled
PLN 395.8 million (including PLN 253 million in sgi related to Kredobank’s collection of debts unidan
agreements).

As of 30 June 2011, the total value of the provisicreated at the Bank against any litigation arremlito
PLN 6.3 million. The total value of write-offs cited at the Bank against any litigation the valuembich
exceeds the amount of PLN 5 million was PLN 98.8iom as of 31 December 2010. As of 30 June 2044, t
total value of provisions created at the Group canigs against any litigation amounted to PLN 1.1ioni,
while the total value of write-offs created by tBeoup companies against any litigation the valuevbich
exceeds PLN 5 million was PLN 22.9 million (incladiPLN 22.3 million relating to Kredobank’s collexst of
debt under loan agreements).

According to the Bank’s knowledge, as of the ddtéhe Second Supplement to the Base Prospectudif@alr
appeals (skarga kasacyjna) were filed with the &uprAdministrative Court with regard to cases caomiog
the interpretation of tax law regulations. As oé tlate of the Second Supplement to the Base Ptaspélce
Supreme Administrative Court has not set any digeshe hearings. In the Bank’s opinion, if the Same
Administrative Court issued decisions in those sashich were adverse to the Bank, it would not hang
negative financial consequences for the Bank. Aafutly, the Group companies are party to five pexings
before the Supreme Administrative Court, includthgee regarding the interpretation of tax law ragohs.
According to the best knowledge of the managemeatds of those companies, if the Supreme Admirig&a
Court were to issue decisions in those cases whimld adverse to the companies, it would not hawe a
material, negative financial consequences for k@ Bank Polski Group.

According to the information held by the Bank adtaf date of the Second Supplement to the Bas@ s,
within the 12 months preceding the date of the SBeécBupplement to the Base Prospectus there were no
administrative proceedings, proceedings before aidinative courts or civil, criminal or arbitratiggmoceedings
pending or instituted against the Group which caifhificantly affect or have recently affected firancial
standing or operations of the Group. To the beswhkadge of the Bank, there are no legal, admirtisga
proceedings, proceedings before administrativetsparbitration or criminal proceedings pendindhweatened
which could significantly affect the financial sting or operational activity of the Group other rihhose
described in this section.

With respect to business-related litigation otheant the proceedings regarding the establishmenthef
invalidity of resolutions of the General Meeting regulatory proceedings pending before the Presidiethe
Antimonopoly Office or the Antimonopoly Court, fdahe purposes of the Second Supplement to the Base
Prospectus, it was assumed that any court procgedvere material if there was a possibility thaythvere
related to an obligation of any Group entities &y jr to grant any other form of benefit having tadue in
excess of PLN 150 million.

Administrative proceedings regarding the Warsaw kpaoperty at ul. Putawska and ul. Chocimska

Centrum Finansowe Putawska is party to proceedingsmenced at the request dated 7 May 2010 of tine he
of the owners of a part of the real property sédaat ul. Putawska and ul. Chocimska in Warsaw a/lilee
Bank’s registered seat is currently located, taldigth that the decision of the Local-Governmenui€ of
Appeal Samorzdowe Kolegium Odwotawczthe “SKO”") dated 10 April 2001 declaring the administrative
decision of the Presidium of the National Counoil the Capital City of WarsawP¢ezydium Rady Narodowej
m. st. Warszawydated 1 March 1954 was issued in gross breatdmobut that it was impossible to find such
decision invalid on account of the irrevocable legansequences thereof. Centrum Finansowe Putafilekia
for an administrative decision refusing to decldre invalidity of the SKO’s decision dated 10 ARD01 on
account that the applicants do not qualify as earéind because of the irrevocable legal consegsiaidtie
said decision of SKO. Additionally, Centrum FinawsoPutawska stated that the motion dated 7 May 2040
filed by the same entities at whose request theddsihip Administrative Court in Warsaw had alreé&bued a
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judgment in the past in the same matter. By judgnoéithe Voivodship Administrative Court dated 3Gaw
2005 the complaint against the SKO decision dagduhe 2003 regarding refusal to re-commence pditge
in a case ended by a final SKO decision dated B6alg 1998, was dismissed. The SKO, by decisioaddaé
January 1998, upheld the SKO’s decision dated 2Dber 1997 whereby it was established that thesideci
of the Head of the Department of Survey and Mumicidanagement of the Office of the District of Wass
Mokotow dated 14 May 1990 regarding delivery of thed located at ul. Putawska and Chocimska for
management for an unlimited term, was issued isghyeach of law, but, on account of the irrevoedbdal
consequences thereof, it declined to find suchsitatiinvalid. Neither of the decisions of the SK&vé been
appealed. Additionally, the Supreme Administrat@@urt, by decision dated 22 November 2006, disrdisise
final appeal ¢karga kasacyjneagainst the above-referenced judgment of the abistip Administrative Court.
By decision dated 4 April 2011 the SKO found the tlecision of the SKO dated 10 April 2001 wasessin
gross breach of law. By letter dated 9 May 2011t@em Finansowe Putawska requested another revietwveof
case and finding that the SKO'’s decision dated 4lA&011 was invalid because it related to a mattet had
been already settled by another final decisiortherrevocation of the SKO’s decision dated 4 ARfilL1 on
account of the irrevocable legal consequencesthegdfom the decision of the SKO dated 10 ApriD20As of
the date of the Second Supplement to the Base &stuspthe request for the repeated review of the bas not
been yet considered.

Proceedings before the President of the Antimongp@liffice or the Antimonopoly Court for Infringemenof
Mutual Consumer rights

Proceedings Related to Applying “Interchange” Fedsr Transactions Made Using Visa and
Europay/Eurocard/Mastercard Cards

The Bank is a party to the proceedings initiatedh®yPresident of the Antimonopoly Office againge@tors
of Visa and Europay systems and banks issuing afistEuropay/Eurocard/Mastercard credit cards. Taies
under these proceedings relate to the practicédgctesy competition on the market of banking caayments
in Poland and consist of alleged patrticipation rinileegal price fixing arrangement under which pstto the
arrangement fixed interchange fees on transactisitgy Visa and Europay/Eurocard/Mastercard cardsedls
as limited the access of external entities to tharket. On 29 December 2006, the Antimonopoly @ffic
decided that the practices consisting of the illggée fixing arrangement under which the partiesthe
arrangement fixed “interchange” fees restrictedk@acompetition and consequently ordered the btmksase
these practices, and imposed a fingr alia, on the Bank in the amount of PLN 16.6 million agawhich the
Bank established a reserve at the full value tHef@o 19 January 2007 the Bank appealed the decifithe
President of the Antimonopoly Office to the Regio@ourt in Warsaw — the Court of Competition and
Consumer Protection (théAhtimonopoly Court”). On 21 January 2008, the Antimonopoly Court susfed
the execution of the challenged decision of thesigent of the Antimonopoly Office regarding thegerifixing
arrangement under which the parties to the arrangeallegedly fixed “interchange” fees. In its dgoh dated
12 November 2008, the Antimonopoly Court found ttiee banks involved in the proceedings, including t
Bank, had not participated in an illegal price ffigiarrangement. On 12 January 2009, the Presidethieo
Antimonopoly Office appealed this decision. The Ba@plied to the appeal on 13 February 2009. OAR2
2010, the Appeal Court in Warsaw overturned theirAonopoly Court’s judgment and remanded the case to
the Antimonopoly Court for further proceedings. Ma€ard S.A. submitted a motion dated 20 May 2a#k1 f
the suspension of the proceeding, because of tie@ding pending before the General Court of thegaan
Union (formerly known as the Court of First Instajpénitiated by MasterCard. On 7 June 2011 an ratypr
representing some of the banks involved in the gedings, including the Bank, applied for the digaif the
motion for the suspension of the proceeding filgdMasterCard S.A. arguing that the proceedings rieetioe
General Court of the European Union were not ofdiminary character with respect to the proceesling
question As of the date of the Second Supplemetiiet@ase Prospectus, the Antimonopoly Court ha$ixex

a trial date for the case.

Proceedings Involving Advertising Campaign of “Maokata” Term Deposit

On 12 December 2008, following the completion afgeedings regarding practices against group cornsume
interests, the President of the Antimonopoly Officand the advertising campaign of the “Max Lokatam
deposit to be a practice infringing mutual consumghts. The advertisement allegedly misled custsniy,
inter alia, not providing information about the date from w@hiinterest accrued, failing to make further
references to advertising materials which wouldiilg the need to seek additional information ostrietions
involving the aforementioned product, and by sutigggo the recipients within the advertising campathat

the offered product did not include any additiofadtors affecting its final form and content otltean those
included in advertisement. Furthermore, in its sieci dated 12 December 2008, the President of the
Antimonopoly Office ordered the Bank to cease thesectices as of 25 February 2009 and imposed en th
Bank a fine of approximately PLN 5.7 million. OnJanuary 2009, the Bank appealed against this decii

the President of the Antimonopoly Office to the imdnopoly Court. Subsequently, on 25 March 2008, th
President of the Antimonopoly Office respondedte appeal to which the Bank replied on 22 April 200
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Hearings were held on 27 January and 24 Februaiy.20n 10 March 2010, the Antimonopoly Court
dismissed the appeal of the Bank and upheld thesidacof the President of the Antimonopoly OfficEhe
Bank filed a motion for the formal delivery of thentimonopoly Court’s judgment with its grounds and
received such judgment on 19 April 2010. On 4 M&L @ the Bank appealed against the judgment. On 9
February 2011, the Appeal Court in Warsaw upheéd Aimtimonopoly Court’'s judgment. The ruling of the
Appeal Court in Warsaw is legally binding and theefimposed upon the Bank was duly paid.

Proceedings regarding terminal applications

On 19 November 2003, CEUP eServicse executed aecaipn agreement with a supplier of POS softwtre (
“Contractor”) regarding the use of software for the POS testsir(the POS Verifone Agreemenit) and a
licence agreement for the use of POS software dedidor electronic distribution of prepaid serviqéise
“Prepaid Agreement). Subsequently, in the years 2006 — 2008, CEUéne& and the Contractor executed
certain other agreements: a licence agreement andhiatenance of loyalty application software sesvic
agreement (the Lbyalty Application Agreement”), a licence agreement and a maintenance of PIND PA
Ingenico application software service agreemeng (fAIN PAD Agreement) as well as a licence and a
maintenance of POS terminals software service aggae (the POS Ingenico Agreemerif). On 14 January
2011, the Contractor delivered to CEUP eServiceotice of the termination of the above-mentioned
agreements. In the opinion of CEUP eService, tlewedmentioned actions of the Contractor were iratieof
the understanding reached between the partiegfaus],such terminations should be considered ot On
19 April 2011 CEUP eService filed a suit againgt @ontractor to establisimter alia, that CEUP eService held
the author’s economic rights to the terminal agdlan (arguing in favour theredfjter alia, by noting that the
employees of CEUP eService had made material eeegbntributions to the development of the terminal
applications) and to establish that the Contraat@s required to deliver to CEUP eService the engstiource
codes to the applications. If the court failed targ those requests, CEUP eService demanded tidisisinent
of the fact that: (i) the licences granted to CE&S®rvice under the Prepaid Agreement and the POi® e
Agreement will expire by operation of law on 31 Betber 2012, because the termination deadlinesdstate
those agreements do not apply to the licence agnemand (i) the termination of the Loyalty Apgaltion
Agreement, the PIN PAD Ingenico Agreement and t®& Phgenico Agreement were ineffective, because any
licences granted for more than five years (in ttdase for 99 years) are regarded as licences grémitesh
unspecified time only after five years and thatyoafter such time may they be terminated by thenisor.
Additionally, CEUP eService applied for the creatiof a security interest against the claim for fingdas
ineffective the Contractor’s termination of the P@§enico Agreement, the Loyalty Application Agresmh
and the PIN PAD Ingenico Agreement by: (i) grant®i§UP eService the right to use the applications were
the subjects of the above agreements until the ketigm of the proceedings; (ii) demanding that @entractor
delivering the existing source codes to the abe¥erenced applications be at the discretion ofRbgional
Court in Warsaw; and (iii) by prohibiting the Caattor, until the completion of the proceedingsdigpose of
the rights to the above applications without thesemt of CEUP eService. Since the relevant motiortHe
establishment of security interest against thentlaas not immediately reviewed by the court, CE\3Rrgice
withdrew the motion. No subsequent motion demandivegcreation of security for CEUP eService’'s ckaim
was filed. In response to the statement of claiated 13 June 2011, the Contractor challenged @ldlémands
made in the statement of claim and requested ttableshment of a security interest for its claimg )
requesting CEUP eService to remove the Verifoneraeny application and the prepaid application fréma t
POS terminals and all other devices; and (ii) reqgiCEUP eService to stop installing such appiicet until
completion of the proceedings. By a decision dd#duly 2011, the Regional Court in Warsaw disnudbe
Contractor’'s motion for the establishment of a siéginterest. The proceedings are currently ingoess.

Claims for the establishment of the invalidity @olutions of the General Meeting

The Bank is a defendant in five court cases reggrdstablishment of invalidity of resolutions ottBeneral
Meeting, due to, according to the claim from oneha&f Bank’s shareholders, failure to observe tiggirement

of voting by secret ballot. The Regional Court imMaw, by judgment dated 11 August 2010, found ttheat
resolution No. 1/2009 of the ordinary General Megtdated 30 June 2009 regarding the election of the
Chairman of the ordinary General Meeting, was iivalhe Bank appealed the judgment. The Court gie’sts
set the date for the appeal hearing for 18 Oct@drl. The proceedings regarding the establishmititeo
invalidity of resolution No. 1/2010 of the ordinaBeneral Meeting dated 25 June 2010 regardingietecf
the Chairman of the ordinary General Meeting ansbligion No. 7/2010 regarding the approval of the
consolidated financial statements of the Group f809 or resolution No. 18/2010 regarding the
acknowledgement of the duties performed by the neembf the Supervisory Board in 2009 (the requited

in the statement of claim drafted by the Bank’srehalder is imprecise) is being conducted separaet
currently is in the court of first instance. Theaalaf the hearing was set for 13 October 2011. fAth® date of
the Second Supplement to the Base Prospectusolfoving statements of claim have not been formally
delivered to the Bank: (i) a statement of claimareling the establishment of the invalidity of regmn No.
1/2011 of the extraordinary General Meeting datédipril 2011 regarding the election of the chairnwdrthe
extraordinary General Meeting; (ii) a statementctdim regarding the establishment of the invaliddly
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resolution No. 1/2011 of the ordinary General Megtdated 30 June 2011 regarding the election of the
chairman of the ordinary General Meeting and ragmuNo. 8/2011 regarding the payment of divideod f
2010; and (iii) a statement of claim regarding e¢iseablishment of the invalidity of resolution N@2J11 of the
ordinary General Meeting dated 30 June 2011 reggrdistribution of the Bank’s profit generated BilD.

Claim brought by a shareholder of Warimex sp. z imdankruptcy for damages

On 15 May 2009, one of the shareholders of Warisgex 0.0., acting on behalf of the company, faeslit in
the Regional Court in Warsaw against Bank Amefigka w Polsce S.A. (transformed into DZ Bank Polska
S.A) and the Bank requesting adjudication in fawdér Warimex sp. z 0.0. in bankruptcy the sum of
PLN 163,971,852 as damages related with the deécépresentation on termination of the loan agsrgm
dated 1 July 1997 executed between Warimex smp.zaad the syndicate of Bank Ameryikli w Polsce S.A.,
and the Bank. In response to the statement of afaited 21 October 2010, the Bank requested theistiafrof
the claim, based on the plaintiff's lack of autlzation to file the claim and the authority of aged case, or the
dismissal of the suit based on the claim beingdshiry the statute of limitation and on such suinge
unjustified by merit. The hearing in the above-refeeed matter was set for 6 September 2011.

Employees

The table below presents the number of employeqdogied in a number of full-time equivalents with K
Bank Polski and in other companies within the Gragpf the indicated dates.

Headcount As of 31 December
As of 30 June
2011 2010 2009 2008
PKO BaNnK POISKI......ccuiiiiiiiiiiiiieiiseeeeesie et eme e 27,104 27,396 28,548 30,000
Other companies in the GroUP ..........cuoiimeecmeeeecnieereee e 3,096 2,887 3,308 3,633
L] SO STOORTR PPN 30,200 30,283 31,856 33,633

Source: the Bank

The table below presents the number of employegdoged with the PKO Bank Polski Group as of the
indicated dates, by main geographical regions iitivthe PKO Bank Polski Group operates.

Headcount As of 31 December
As of 30 June
2011 2010 2009 2008
POLANG. ...ttt bbbttt b et 28,091 28,379 29,510 31,114
2,101 1,896 2,338 2,513
8 8 8 6
TOHAL . 30,200 30,283 31,856 33,633

Source: the Bank

As of 30 June 2011, approximately 62% of the emgayof the Group held higher education qualificetj@and
approximately 37% have secondary and post-secomdhurgation.

The average monthly basic salary paid to the Bamkiployees increased to PLN 4,026, PLN 4,192, PI3¥3!
and PLN 4,760 in the years ended 31 December 220@9 and 2010 and in the first six months of 2011,
respectively.

The provisions against pension and retirementsfliere any jubilee awards for the Group employag®f 30
June 2011 stood at PLN 411.8 million.

The number of redundancies due to reasons ndbwtible to employees was 1,695, 1,283, 952 andatisb
for the years ended 31 December 2008, 2009, 20d ihathe first six months of 2011, respectively.

Training programs offered to the Bank’s employeesaamed at creating loyal personnel capable dbpaing

in difficult economic conditions and guaranteeindhigh level of customer service. The training pplis
focused specifically on the improvement of the dicaltions and skills of key employees, providimgihing in
introducing new technologies and developing tedhedgaimed at increasing sales effectiveness. These
objectives are supported by unifying the rules ba eligibility of employees for specialist trainirand
inventing solutions to improve internal communioati

The Bank adopted an internal regulation under wlitththe employees are entitled to additional maldic
services under medical care packages tailoredifi@rent job groups. The Bank’s employees are alsarded
cash for disclosing and preventing actions to @teiient of the Bank.

The Bank uses two types of non-compete agreemembs-ecompete agreements during the employmentgerio
and after the termination of the employment (with Bank’s employees given access to specificallyoirtant
information, which, if disclosed, could result iarm to the Bank) and non-compete agreements exelydior

the duration of employment (with other employeesthad Bank, to protect the Bank’s interests fromirthe
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competitive activities). The duration of the nonvgeete obligation after the termination of employtierup to
six months. Compensation paid to employees forrobggthe non-compete obligation after the termoaf

employment usually amounts up to 100% of the batarysand is payable each month of the duratiothef
non-compete obligation.

Trade Unions and Collective Labor Agreements

As of the date of the Second Supplement to the Basspectus, there were three trade unions opgratithe
Bank which hold special status:

— Niezaleny Samorzdny Zwiazek Zawodowy “Solidarng” Pracownikéw PKO BP S.A.;
— Krajowy Zwiazek Zawodowy Pracownikow PKO BP S.A.; and
— Zwiazek Zawodowy Pracownikéw Banku PKO BP S.A.

of which only two first ones are representative.

On 28 March 1994 the Bank and trade unions operatirthe Bank concluded a Collective Labor Agregmen
effective as of 1 April 1994. This agreement covalisthe Bank's employees, except for members ef th
Management Board and individuals with whom the Baak concluded managerial contracts and other- civil
law agreements.

Under the Collective Labor Agreement, the Bank’'gplayees, apart from base salary, are entitled twbes,
jubilee awards, performance bonuses and severayoegmts upon retirement or becoming disabled.

The Collective Labor Agreement was entered intodorunspecified term and may be terminated by nhutua
agreement or by either party giving a three-mormtice in writing.

On 17 December 2010 the Bank and the representatid unions operating at the Bank executed an
understanding regarding the rules applicable fomigating employment relationships with the emplyef
PKO Bank Polski for reasons other than caused [pl@mees in 2011. The understanding specificallylatgs

the selection rules for layoffs, the principlesgsanting benefits and the employer’s duties witthia scope
required to settle other employee-related issuéls weispect to the employees subject to layoffsGfhl2 The
understanding has been executed for the periodeeetwi January 2011 and 31 December 2011. The
understanding provides:

— all the employees subject to the group layoffs wikh severance pay provided by generally appécabl
laws;

— the majority of employees subject to the layoffadditional cash severance pay and earlier payments
of jubilee benefits or retirement payments in thmoants as provided in the Collective Labour
Agreement and certain additional benefits dependmthe benefits package to which they are entitled

In the first half of 2011 the value of severancg pad damages paid by the Bank to the employegsciub
the group layoffs amounted to PLN 27.5 million.

In the period covered by the Consolidated Finarstatements and as of the date of the Second Sueptdo
the Base Prospectus there were no strikes at PK@® Balski or its subsidiaries, and PKO Bank Potskits
subsidiaries were not a party to any collectivetatispute.

Employee Shareholding

In November 2004, by virtue of the Act on Commedizétion and Privatization dated 30 August 1996 &ridht
section 1 of the Regulation of the Minister of Btate Treasury dated 29 January 2003 on the dttailes for
dividing the eligible employees into groups, det@ing the number of the shares allocated to eackuoh
groups and the procedures for acquiring sharesligible employees, employee shares in the Bank were
granted to its employees. As a result of the akotinthe employees received 105,000,000 shareshyds of

the date of the Second Supplement to the Base €&utsp represent a 8.4% interest in the Bank'sestaypital.

As of the date of completion of transfer of therskan the Bank, 12 February 2010, the employers {laeir
heirs) had acquired 104,567,344 shares.

Risk management

The Bank’s operations are subject to various rigksluding but not limited to credit risk, markesk and
liquidity risk as well as operational risk and mess risk. Controlling the impact of these riskdtmoperations
of the Group is one of the most important objectiire the management of the Bank and the Group.riBke
level is an important factor in the planning preces

Risk management at the Bank is based on the fallgwrinciples:
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the maintenance of full organizational separatiérihe risk and debt collection functions from the
business functions of the Bank;

the integration of risk management with plannind aantrolling processes;

the risk and debt collection area provides ongasaogport for meeting business objectives while
keeping risk at an acceptable level;

ongoing control of risk levels; and

adjustment of the risk management model on an owggbasis to reflect new risk factors and risk
sources.

The Bank'’s risk management process consists dbtlmving steps:

risk identification by analyzing the sources ofstixig and potential risks which can result from the
Bank’s current or planned activities or assesdirggsignificance of the potential impact of thegeety
of risk on the Bank’s financial situation;

risk measurement and assessment by determiningriske measures adequate to the type and
materiality of the risk and availability of dat&get quantification of risk using predetermined measu
and determining the degree or scope of risk from pioint of view of the realization of risk
management goals as part of the risk measuremessdiesting is carried out to assess the potential
losses in the event of non-standard conditiondenrarket;

forecasting and monitoring the risk incurred by B&nk by preparing forecasts of risk levels and
monitoring discrepancies between actual data anecésts or benchmarks (e.g. limits, thresholds,
planned values, recommendations);

reporting risk by periodically informing the Sup&mry and Management Boards and other persons in
managerial positions within the Bank about the ltssof risk measurements, actions taken and
recommended actions;

management actions specifically realized by issuintgrnal regulations which form the risk
management process, determining the risk toleréenad, determining the limit levels and threshold
values, issuing recommendations and taking dedsmmout the use of tools which support risk
management.

The risk management process is carried out intk@@ment that comprises:

the application of methods and methodologies frioenslystem of internal regulations;

the Bank's IT environment, which permits the flolimformation required for proper risk assessment
and control (including central IT systems that suppsk assessment and central databases);

and internal organization, which includes operatlamits, their tasks, scope of responsibilities an
respective relations.

Risk Management Organization

The chart below illustrates the structure of thagipal elements of the Bank’s risk management wizggion.
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Supervisory Board

Bank’s Management Board
3rd line of defence
Vice-President of the Bank’s
Management Board Internal Audit
| Risk and Debt Collection Area Department
Relevant committees |
2nd line of defence
He'ad (E)fﬁce s ) Ba"!"f‘? Risk Restructuring and Center of Analysis Complla'nce
organizational units Division Debt Collection and Credit Risk /Security
respons.lble for Division Assessment Department
controlling risk

1st line of defence

| Bank’s Organizational Units and Organizational Entities of the Head Office |

| External Parties to which the Bank outsources other banking activities |

The risk management process is supervised by tper@sory Board of the Bank, which is informed on a
regular basis about the risk profile of the Bankl af the most important activities taken in theaaoé risk
management.

The Bank’'s Management Board is responsible for mslhagement, including supervising and monitorhnay t
activities undertaken by the Bank in the area sk rhanagement. The Bank's Management Board takes th
most important decisions affecting level of risktbé Bank and enacts internal regulations defirimeg risk
management system.

The risk management process is carried out in thmegually independent lines of defense:

— the first line of defense, which is functional imtal control that ensures using risk controls and
compliance of the activities with the generally iggble laws;

— the second line of defense, which is the risk manamnt system, including risk management methods,
tools, process and organization of risk managenaar;

— the third line of defense, which is an internaliaud
Independence of the lines of defense consists oftaiaing organizational independence in the follogvareas:

— the functioning of the second line of defense Bpeet of developing systemic solutions is indepahde
of the functioning of the first line of defense;

— the functioning of the third line of defense isép&ndent of the first and second line of defenseé; a
— the compliance risk function is overseen by thesigent of the Management Board.

The first line of defense is, in particular, efiedtin the organizational units of the Bank, theanigational units

of the Bank’s Head Office, the companies in theuprand the external entities which the Bank comimnesl

to carry out the activities related to banking dtigs and concerns the activities of those unitd antities
which may generate risk. The units and entities sesponsible for identifying risks, designing and
implementing appropriate controls, including in thdernal entities, unless controls have been imefged as
part of the measures taken in the second line t#nde. At the same time, the Group companies have t
maintain consistency and comparability of the dskessment and control used by the Bank and iGtboep
companies, while at the same time taking into aersition the specific nature of the Bank’s operetiand the
market on which it operates.

The second line of defense is effected, in pamicuin the Risk and Debt Collection Area, the splsti
organizational units of the Bank responsible foalgses of loan applications of the Bank’'s clieritsthe
organizational unit of the Bank’'s Head Office mainggcompliance risk, as well as the organizatiamgts of
the Bank’s Head Office responsible for controlling.
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The organizational units of the Bank's Head Offafethe Bank that are grouped within the BankingkRis
Division, the Restructuring and Debt Collection Bien, and the Centre of Analysis and Credit Risk
Assessment manage risk within the limits of compegeassigned to them.

The Banking Risk Division is responsible for theeparation and implementation of systemic solutiaith
respect to the management of credit, operationatket (including liquidity) and strategic risks e®ll as
capital adequacy management. The most importaks tzfghis Division include:

— identification of risk factors and the sourcesisky
— risk measurement and periodical monitoring and mémpwith regard to the risk level;
— measurement and assessment of capital adequacy;

— taking decisions and making recommendations to Aksets and Liabilities Committee and the
Management Board with regard to acceptable risél¢ev

— the creation of internal provisions with regardisk and capital adequacy management; and
— the development of IT systems which support risk eapital adequacy management.

The Restructuring and Debt Collection Divisionésponsible for ensuring the effective and efficieitection
and restructuring of impaired loans. The most irtgrdrtasks of this Division include:

— efficient collection and recovery of impaired loaasd improvement of the effectiveness of such
actions;

— sale of impaired loans and the outsourcing of getiasks, as well as the effective management of
property seized as a result of the Bank's enfoomléction actions.

Furthermore, the Bank carries out effective earbnitoring of delays in the repayment of retail Isahrough
the use of telephone calls and other standard n@amnmunication as well as direct visits to thiertds.

The Centre of Analysis and Credit Risk Assessmgnesponsible for limiting the credit risk of therik's
individual exposures in respect of retail and coap® market clients, including financial institutowhich are
material, specifically in terms of the scale of espre, the customer segment or risk level. In cotor with
the implementation of Recommendation T by the Baimé,Analysis and Credit Risk Assessment Centrestak
lending decisions in respect of individual clients.

Risk Management Committees

Market risk management and portfolio credit risknagement in the Bank are supported by the following
committees:

the Risk Committee (theRCQO");

— the Assets and Liabilities Committee (th&LCO");
— the Operational Risk Committee (th@RC");

— the Bank’s Credit Committee (th&CC");

— the Central Credit Committee (th€CC"); and

— regional credit committees in detail and corpotatnches (theRCC”).

The RCO and the ALCO committees are chaired byPtiesident of the Management Board. The ORC and the
BCC are the committees chaired by the Vice Presidethe Management Board who is in charge of tisk R
and Debt Collection Area. The ALCO and the BCC maeta weekly basis. The ORC meets on a quarterly
basis.

The RCO:

— monitors the adequacy and effectiveness of the mslhagement system, capital adequacy and
implementation of the Bank’s risk management potealized according to the Bank’s Strategy; and

— analyzes and assesses the use of strategic rig& tiefined in the Banking Risk Management Strategy

The RCO supports the Supervisory and ManagementBada the process of managing banking risk by mgki
recommendations and taking decisions on capitaj@ey and assessing the effectiveness of the bmmisk
control system.

The ALCO takes decisions within the scope of itthatizations and recommends actions to the Manageme
Board with regard to market and liquidity risk mgement, management of portfolio credit risk, and
management of the Bank’s assets and liabilities.
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The ORC supports the Management Board in the psoa#s managing operational risk by making
recommendations related to, among others, the lafveperational risk tolerance by the ManagemerarBp
operational risk report acceptance reserved forctirapetencies of the Management Board, the definitf
operating risk stress testing and other actionatedl| to systemic operating risk management. The ORC
participates in the decision-taking process conngrithreshold values and critical Key Risk Indiaato
(“KRI™), operating risk limits reserved for the competies of the ORC, key parameters used to calcuktesv

at risk (“VaR") in respect of operating risk and the individaglproach to exceptions.

The BCC takes credit decisions in respect of sicgnift individual credit exposure or issues recomaagons in
this respect to the Bank’s Management Board.

The CCC supports the respective managing directotse Bank’s Head Office and Board Members with by
making recommendations during their decision-makirazesses.

The RCC issues recommendations to branch direatatslirectors of the regional corporate branchesdtters
with a higher risk level.

The Bank oversees the operation of its subsidialiéishin the scope of such supervision, the Bardoal
determines and approves the development stratediieotompanies, also with regard to the level ek,ri
supervises risk management in such companies gogbss their growth. It also considers the levelrigsk
associated with the operations of particular corrggawithin the monitoring and reporting systembe Group.

Credit Risk

“Credit risk” is defined as the risk of incurringn&ncial loss due to a counterparty’s failure tcetries financial
obligations to the Bank or as the risk of the dasieg economic value of the Bank’s receivables @salt of a
counterparty’s deteriorating ability to servicelitdilities.

The credit risk management process is based dioflbe/ing principles:

— a credit transaction requires a comprehensive fcristti analysis which results in a credit scoreanr
internal credit rating

— credit risk in respect of credit transactions isaswged at the stage of investigating a loan agpita
and by periodically taking into consideration chiamggmacroeconomic factors and changes in the
financial position of the borrowers;

— for exposures significant for reasons of their fiskel or value, credit risk assessments are stibjec
additional verification by independent internal diterisk assessment units, independent of business
units;

— the terms and conditions of a transaction offecea tustomer depend on the assessment of theofevel
credit risk associated with such transaction;

— credit decisions may be made only by authorizedqges;
— credit risk is diversified in terms of geographieata, business sector, products and clients; and

— the expected level of credit risk is hedged by Bamk by accepting legal security, credit margins
charged to the customers and by impairment alloesicrespect of credit exposures.

Carrying out the above-mentioned policies ensuhed the Bank uses advanced credit risk management
methods, both at the level of single loan exposgeavell as within the Bank’s entire credit portfoliThe
methods are verified and developed for complianié the requirements of the internal ratings-bad&B)
approach, which is an advanced method of measunedjt risk which may be used to calculate the tedpi
requirement for credit risk following the obtainiby the Bank of the Polish Financial Supervisiorthuity’s
approval.

Currently, the Bank is implementing an advancedlicnésk management method that is fully compliasith
the IRB method.

Rating and Scoring Methods

The risk associated with single loan transactisnasisessed by the Bank through the use of sconithgating
methods which are created, developed and supervistdte Banking Risk Division.

These methods are supported by specialist cerfralpplications. The manner of credit risk assessngen
defined in the Bank’s internal regulations, whosaimpurpose is to ensure uniform and objective itmesk
assessment in the lending process. These regudatietermine the manner in which the level of creidk
associated with single credit exposure should Bessed and secured by collateral, as well as iariter
granting or refusing loans.
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Retail

The Bank assesses the credit risk for individua@nts based on the client’s borrowing capacity &meir
creditworthiness. A client's borrowing capacity @ssment consists of verifying their current finahstanding
(especially net disposable income), while the dvedlithiness assessment covers the client scorecaeuit
history obtained from the Bank’s internal recordd &rom external databases.

Corporate

Credit risk assessment for institutional clientscénducted at the level of the client and at theellof the
transaction (except for certain types of transastitat involve SME customers which are assessaat@diog to
a scoring approach). The assessment is expressedaiing of the client and a rating of the tratisac The
synthetic measure of credit risk, which reflectghixisk factors, is a joint rating.

The rating and scoring information is used widejythe Bank in the process of risk management iratiea of
credit decisions and within the system for credik measurement and reporting. With a view to thdye
identification of potential increases in creditkriz risk associated with the impairment of thdateral of loans
granted to institutional clients, the Bank impleteehan Early Warning System (thEWS”).

Credit Evaluation and Approval Process

The Bank has a tiered system for dividing compeémnaevithin the credit approval process. The socechll
competence limit depends on the position of thesitmt maker within the Bank’s organizational hiefay: the
higher the level, the greater the limit. The corepee limit also depends on the loan amount, thek'Ban
exposure to the borrower (or group of borrowets), term of the loan, the results of the evaluatiased on the
scoring methodology (negative or positive) anddiient segment.

The following bodies are authorized to grant cragiprovals, on a scale running from the largestaab limit
to the smallest approval limit: the Management Bpére BCC, individual members of the ManagemerdrBo
supervising appropriate business areas, the diecbthe Bank’s organizational entities, branchredtors,
directors of regional corporate branches, the threof the Credit Analysis Center and the direadbrthe
Analysis Center and Credit Risk Assessment — ipeaetsof individual customers. In addition, employes
certain regional branches have credit approvalaityhwithin approved limits.

Recommendations of the credit committees supperttldit approval decision-making process. Dependm
the amount of the proposed credit facility or loie BCC may issue recommendations. The credit dtigen
participate in decisions regarding approvals ofliappons that involve significant loan amountsahigher
degree of risk.

A negative opinion of the credit committee is bimglifor the person who makes a credit approval @etis
except that for the BCC which issues recommendsatiorthe Management Board. A negative recommendatio
of a credit committee may be appealed by the datisiaker to a higher level of the decision makaxdgker.

Collateral Policy

The collateral policy followed by the Bank is topappriately secure the interests of the Bank anestablish
collateral that offers the best possible level@lftdrecovery if a recovery procedure proves necgssa

The specific types of collateral that are estaklisdepend on the nature and term of a loan andustemer’s
standing.

In connection with housing loans the principal andndatory collateral is a mortgage on the finanes=d
property and an assignment of receivables underintbigrance agreement covering such property. Until
mortgage can be established effectively, dependimghe amount of the loan and its type, the Bardepis
temporary collateral in the form of a blank prorpigsnote, guarantee or insurance. In the case wsihg loans
granted to retail customers, instead of temporathateral, a higher credit margin is applied uthi# mortgage
on the real property is perfected.

When granting consumer loans to individual clietite, Bank usually accepts personal collateral @antee
under civil law or an aval) or establishes collatem the client’s current account, car or seasiti

To secure loans which finance SMEs, as well asaratp clients, the following forms of collateramang
others, are used: bank guarantees, transfers &f asiecollateral, transfers (payment) of cash toBhek’s
account within the meaning of Art. 102 of the BamtkiLaw, transfers of ownership rights to movables
(repossession) as collateral, contractual pledgesa@vables on general terms and conditions (ordipkadge),
registered pledges, pledges over rights, in pdatiqoiedges over participation units in open-engegstment
funds, mortgages on real estate, repossessioncofities as collateral, pledges and registered gaesdon
securities and irrevocable blocks on securitiesiiddto public trading and held in a securities@amt.

In accepting legal collateral for loans, the Bapklaes the following policies:
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— in the case of substantial loans, several typesob&teral are established, combining personal and
tangible collateral whenever possible;

— liquid collateral is preferred, such as propertilateral, for which there is a high probability ththe
Bank will quickly satisfy its debt by achieving peis approximating the value of the assets detetmine
at the time of accepting the collateral;

— collateral exposed to the risk of significant urdieable value fluctuations is treated as ancillary;

— in the case of the acceptance of property collhtdra Bank accepts as additional security thesfiem
of the rights from the insurance policy for the jsgb of the collateral, or an insurance policy exbin
favor of the Bank; and

— effective establishment of collateral in accordanit the agreement is a condition for the releafse
the loan funds.

Established collateral is subject to periodic marniity in order to determine the current credit fiskel of the
transaction. The Bank monitors the property andrfaial standing of the entity that issues persopHteral,
the condition and value of the object serving agperty collateral, and other circumstances affectine
possibility of debt recovery by the Bank.

Collateral in the form of a mortgage is subjecspecial assessment. The Bank performs periodictororg of
real properties accepted as collateral (the loavatoe (‘LtV ") ratio is taken into account) and monitors the
prices on the real estate market. If this analgs®wvs a significant drop in prices on the realtestaarket, the
Bank activates emergency procedures.

Portfolio Risk Measurement

In order to assess the level of credit risk andlitrportfolio profitability, the Bank uses variousedit risk
measurement and assessment methods, includinghiligbaf default, expected loss, credit value &ky
accuracy ratio, the share and structure of impaioads, the share and structure of exposures ngedii
criteria of individual impairment, the ratio of aening loans with recognized impairment, the rafie@vering
non-performing loans and the cost of portfolio dreigk.

The Bank systematically extends the scope of eslitrisk measures, taking into account the requinats of
the IRB approach as well as the scope of the agiic of risk measures, so as to fully cover thel@acredit
portfolio with those methods.

The portfolio credit risk measurement methods allamong other things, the inclusion of credit riskthe
price of the product offer, the determination oé thptimum amount of so-called cut-off points, ahe t
determination of rates for making impairment alloses.

Impairment of Credit Exposure

The Bank periodically reviews its credit exposutesdentify which loans are threatened with impaint
measures the impairment of its credit exposure estdblishes write-offs and provisions. The procefss
establishing write-offs and provisions comprisesfibllowing stages:

— identification of the objective evidence of impaent and of events material for such identification;

— recording events material for the identification tbe objective evidence of impairment of credit
exposure in the Bank’s IT systems;

— definition of the method for impairment measurement

— measuring the impairment and determining an impaitnecharge or provision;
— verification and aggregation of the impairment nueasent findings; and

— recording of the impairment measurement findings.

The method for defining the amount of the writesafiepends on the type of objective evidence of imyznt
identified and the individual significance of theedit exposure concerned. In particular, any dalathe loan
repayment of at least three months, a significateribration in a client’s internal rating, and ttenclusion of

a restructuring agreement or a debt relief schemee emch treated as objective evidence of individual
impairment.

The Bank uses three methods for impairment assessme

— the individual method for individually significamredit exposures for which objective evidence of
impairment on an individual basis was stated;
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— the portfolio method, which is applied in the casfecredit exposures which are not individually
significant but for which objective evidence of ividual impairment has been found; and

— the group method (IBNR), which is used in the aafseredit exposures where no objective evidence of
individual impairment have been identified but #herre conditions indicating the possibility of the
occurrence of incurred but not identified losses.

The write-down for impairment of the carrying ambuwf a credit exposure is the difference between th
carrying amount of that exposure and the preseloievaf the expected future cash flow from that esyve.
When defining a write-off under the individual meth future cash flows are assessed for each @rgdsure
individually and the possible performance scenaoifothe agreement are taken into account and wdiglita
the probability of their fulfillment. The write-dawfor credit exposure impairment defined under gbefolio
or collective method is the difference betweendéeying amount of such exposure and the preséné v the
expected future cash flow, assessed with statistieghods on the basis of historical monitoringegposures
from homogenous portfolios. Calculations of poitiggarameters (probability of default and recovextgs) are
performed on a quarterly basis. Recovery ratesa®ilated with the use of transition matrices aactors of
payments. Every single projected payment of pralciimterest and collateral is taken into accokstimates of
payments are based on historical observations eyl @re discounted using the current average eféect
interest rate for the portfolio.

When defining the provision for off-balance shemtdit exposure with respect to individually sigoéfint credit
exposure for which objective evidence of impairmentan individual basis was stated or pertainsefotats
whose other types of exposure meet such condittbesBank uses the individual method; the provigmroff-
balance sheet credit exposure, defined under theidual method, is set as the difference betwaerexpected
value of the balance sheet exposure set to arm@ the off-balance sheet liability awarded (frome th
assessment date to the date of the occurrenceeobvbrdue debt which has been identified as obgcti
evidence of individual impairment) and the preseaitie of the expected future cash flow generatedhfthe
balance sheet exposure arising from the awardédityain excess of the current value of the bakrsheet
exposure concerned.

With respect to other types of credit exposure iaratcordance with the methodology applied by thalg the
need to establish provisions depends on the raldgdween the level of using the off balance shabilities
granted as of the date of review and the average & using the liability until the default daynderstood as a
delay in loan repayment of at least three montas3essed on the basis of the historical obsergafmmthe
exposure group with similar risk characteristics.

Recoveries on overdue loans are initially handlgdhe Restructuring and Debt Collection Divisiorhieh as
of 31 July 2011 employed 476 persons, which ig sfid sub-teams depending on the type of loan.eDdmg
on the type of liability, overdue status of therl@nd, if applicable, the financial standing of bwerower or the
status of the collateral, the collection team takesious actions, including, among others, restniicg,

instituting legal proceedings against the borroemd foreclosing on the collateral. The Bank coofgsravith

third-party collection agencies selected followtegder proceedings.

Risk Management Tools
The main credit risk management tools used by tekEre as follows:

— threshold levels determining the availability oédit for clients, including cut-off points, the rmmm
number of points awarded during the course of tl@editworthiness assessments made using the
scoring system for individual clients or the raticlgss and joint rating for institutional clienfspm
which a loan transaction can be made with a giVient;

— the loan transaction credit risk terms and conddialefined for a given type of transaction (the
minimum value of the LtV ratio, the maximum LtV,ethmaximum credit amount and the required
collateral);

— the minimum credit spread — credit risk spreadateel to the Bank's specific credit transaction
concluded with an institutional client, with theopision that the client may not be offered an iestr
rate lower than that resulting from the refererate increased by the credit risk spread; and

— limits specifying the risk appetite, including tfalowing limits:
0 concentration limits — the limits defined in ArtécV1.1 of the Banking Law;

0 industry limits — limits of the risk level related financing institutional clients from industries
characterized by high credit risk levels,

o limits resulting from Recommendation S and Recongméon T related to the credit
exposure of the Bank’s clients,
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0 transaction limits — limits in respect of activitieon the interbank market and on the
institutional clients’ market in the area of detivas; and

— competence limits — which define the maximum lenfeduthority required to take credit decisions with
respect to the Bank's clients, the limits dependnigaon the Bank's amount of credit exposure
towards a given client (or a group of related dbgnand the period of the credit transaction;
competence limits also depend on credit decisiokimgalevels within the Bank’s organizational
structure.

Risk Concentration

The Bank monitors credit risk concentration in exgpof types of exposure to individual clients gooups of
related clients) and the types of exposure to ggafpclients or credit portfolios exposed to a coonnmisk
factor.

In particular, the Bank monitors credit portfolibg geographical regions, loan currency, industgtae and
loans secured by real property.

The risk of a concentration of exposure to indigddlients (or groups of related clients) is moreth pursuant
to Article 71 of the Banking Law in respect of:

— the exposure concentration limit (the total amanfindividual exposure may not exceed 25% of the
Bank’s own funds in the case of entities not reldtethe Bank or 20% of the Bank’s own funds in the
case of entities related to the Bank); and

— the large exposure limit (the sum of individual egpres in excess of 10% of the Bank’s own funds
may not exceed 800% of the Bank’s own funds).

Risk Reporting

The Bank prepares monthly and quarterly credit mnsgorts for ALCO, BCC and the Management and
Supervisory Boards. Credit risk reporting speclficaovers periodic communication on risk measuretrend
the scale of credit risk exposure. Aside from indation about the Bank, the reports also includectldit risk
data for Kredobank and the Bankowy Fundusz Leasigggroup, which, given the nature of their business
also face a significant level of credit risk.

Financial Institutions and Derivatives

In the course of its business activities, the Bas&s various types of derivatives to manage thereisulting
from the business activities conducted. The madesyof risk relating to derivatives include mar&atl credit
risk.

The derivates used by the Bank within risk manageraed offered to its clients are mostly IRS, FHAS
swap, CIRS, FX forward, and FX options.

In order to limit credit risk relating to derivaéig, the Bank enters into framework agreements wdmieraimed
at collateralizing the Bank’s claims towards coupéeties resulting from derivative transactionsnigyting due
and payable liabilities (e.g., mitigation of sattlent risk) and liabilities which are not due angagige (e.qg.,
mitigation of pre-settlement risk).

Framework agreements with foreign counterpartiesraade in accordance with standards developed éoy th
International Swaps and Derivatives Association #mal International Securities Market Associatiorhiles
those made with Polish counterparties are madecaordance with the standards developed by the PBA.
Framework agreements with Polish financial ingiite$ for debt securities are made based on the '8ank
internal standards. To mitigate credit risk in #ese of a planned increase in the scale of opamib a
financial institution which has entered into a fewmork agreement with the Bank, the parties enter @
collateral Credit Support Annex@SA”") agreement. Based on the CSA agreement, eacheopdrties, after
meeting certain criteria specified in the agreementiertakes to establish appropriate collate@i@with the
right to set such off.

The Bank has developed a standard policy with gpesigning ISDA master agreements which defihes
protocol for negotiating, signing and administersugh framework agreements and collateral agreermeatie
with Polish banks and financial institutions, adives for framework agreements and credit supporteaes
with foreign banks and credit institutions.

The ISMA and CSA agreements signed by the Bankagonprovisions defining the permitted difference
between credit exposure and collateral value. TRA @greements, which are annexes to the ISDA agretsm
provide that cash and securities may constituteieohl.

Entering into a master agreement with a counteyparthe basis for the verification of the intertiahit per
counterparty and of the length of the period ofBla@k’s engagement in derivative transactions. diieat limit
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is based on an internal assessment (internal jatisgvell as on the amount of own funds of thekBamd the
client.

The net exposure to the derivatives risk on theribank market for the 10 largest counterpartiesl@eling
exposure to the State Treasury and the NBP) a8 dtiBe 2011 is presented in the table below.

The Bank has been exempted from the requireménthede the actual names of the counterpartiesdigi the
table below under Article 33.2.2 of the Act on Ral@ffering.

Counterparty 30 June 2011
(in PLN thousand)
(unaudited)

Counterparty 1 82,049
Counterparty 2 52,525
Counterparty 3 23,318
COUNTEIPAITY 4.ttt ettt ettt e e bt e e e e bbb e e e e b e e e e s hb e b e e s s hb e e e e s sab e e e e bb et s e s e bbb e e s s bbn e e s s naaaee et 12,920
[ 18 a1 (=Ty o T= T g VST TP PP 12,347
COUNTEIPAITY B...eeiiiiiee ittt ettt e et e e e e e e e b b e e e s hb et e e s s b b e e e e s sab e e e e bbe e e e s e bt e e s s ban e e s s aaanee et 9,384
COUNTEIPAITY 7.ttt ettt ettt e e bt e e e a bbb e e e e hb s e e e s bbb e e e s s h bbb e e s sab e e e e bbe e s e e et b e e e s s bbnee s s naanee s 8,576
[N a1 (=Ty o T= T Y S T PRSPPI 6,678
[0 a1 (=Ty 0T T g Y TR PP OTP PPN 6,626
[0 a1 1=T4 o T=Ta Y KO PP OUPPPPOPPPRPIN 5,902

Source: the Bank

When a credit transaction is made with a finanicigfitution which has its registered office outsmfePoland,
the international standards of loan agreementseof.ban Market Association are applied.

The Bank co-operates on the wholesale market widn€ial institutions whose registered offices lagated in
the territories of nearly 50 countries. Within fiveits set, the Bank may enter into transactionghwiver 200
counterparties, including Polish and foreign baimksyurance companies and pension and investmeds fiie
transactions made include loan and deposit traiosactsecurities transactions, foreign exchangeadipas and
derivative transactions.

The Bank monitors the financial standing of its mieuparties on a regular basis and sets exposuonits li
adequate to the risk incurred for pre-settlemerd settlement exposure of individual counterpartiElse
exposure to financial institutions on the wholesakrket is of a high quality and generates low itnesk, as
confirmed by external ratings granted by rating reges and also by internal ratings granted to the
counterparties by the Bank.

Market Risk

“Market risk” is defined as the risk of incurringfimancial loss due to adverse changes in marketnpeters,
such as interest rates and foreign exchange ratésio volatility.

The Bank applies the following market risk managenmmlicies:
— activities are undertaken with a view to maintagnihe level of risk within the accepted risk prefil
— the foreign exchange and interest rate positionst o kept within the accepted limits; and
— the financial results of the Bank are optimizedle/bibserving an accepted level of market risk.

In order to assess the level of market risk thekBases different risk measurement and assessmehbdse
including:

— for interest rate risk — the VaR model, stresssteistterest rate gap and interest income sengitivit
measurements;

— for foreign exchange risk — FX positions, the VaBdel as well as stress tests.
The market risk management tools used by the Bacikde:

— setting limits and threshold values by individuaniet risk types; and

— defining the allowed types of transactions whiokl @xposed to specific market risks.
Interest Rate Risk

The interest rate risk is the risk of incurringdes on the Bank’s balance and off-balance shewss isensitive to
interest rate fluctuations, as a result of chamgdise interest rates on the market.
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Interest rate risk is the most significant marksk faced by the Bank. In an effort to mitigateeirst rate risk,
the Bank defines limits and threshold values wébard to, among other things, the degree of peositvity
and interest income sensitivity, the maximum amainbsses and allowed derivatives sensitive tergdt rate
fluctuations. Limits have been set for individualtfolios of the Bank.

In order to determine the level of interest rasi rthe VaR measure is applied with a 99% confiddegel and
a 10-day time horizon. Stress tests are also ussdgplement the VaR method. The following scesasie
applied at the Bank:

— hypothetical scenarios — within which a hypothdtftactuation in interest rates of various curresxi
at the level of + 200 bp is assumed;

— historical — assuming changes in yield curves basedhe past movements of interest rates. Such
scenarios used by the Bank include:

0 an extreme event, where the most substantial omgbmzhange which occurred in the last
five years is calculated; in order to determinehsalange, the sum of the absolute values of
the changes at all of the vertices is used;

0 a peak-type bending of the yield curve, where aymer vertex is assumed to change by the
value of the largest observed change in the inteeds for this vertex; for other vertices the
change is faded out by applying proper multipliers;

0 a twist-type bending of the yield curve, where tbagest and the shortest vertices are
assumed to change the most and a one-year verssusned not to change; and

0 a basis risk between yield curves: this scenargurags a loss which may potentially be
realized in connection with a change of the spreattiveen yield curves which arises from
imperfect correlation between the benchmark yielde used for treasury bond valuation and
the swap yield curve used for the valuation of bskl hedging instruments.

The VaR of the Bank and stress tests regardin@tioeip’s interest rate risk sensitivity as at 30eJaf11 and
31 December 2010, 2009 and 2008 are presented atke below.

Name of the sensitivity measure As of 31 December
As of 30 June 2011 2010 2009 2008
(in PLN thousand) (in PLN thousand) (in PLN thousand) (in PLN thousand)
10-day VaR* ........cccoiiiiiiiec e 58,909 39,004 17,086 72,337
Parallel movement of the interest rate curves by
200 DP e e 647,421 522,641 233,304 266,216

Source: Consolidated Financial Statements

Notes:

* Due to the nature of the activities carried oytthe other Group entities generating significarterest rate risk as well as the specific naturéhef market in
which they operate, the Group does not calculatesobidated VaR. These companies apply their own misasures in the interest rate risk management.
Kredobank uses the 10-day VaR, which amountedgmapPLN 22,795 thousand as of 30 June 2011.

As of 30 June 2011, the interest rate 10-day VAR {aR”) was PLN 58.9 million, approximately 0.34% of
the Bank’s own funds which, calculated in accordawith the provisions on calculating the capitaéqubcy
ratio, totaled PLN 17,375.3 million.

The interest rate risk was determined mostly byrisie of mismatch between the repricing dates sktsand
liabilities. Interest rate risk is managed by theole Bank within the limits determined by the Bdok interest
rate risk. In addition, the Bank applies a sepaliati# on interest rate risk in connection with tbperations of
the brokerage house only.

In measuring interest rate risk the Bank takes adoount the risk identified by DM PKO BP attribloita to
services involving debt securities transactionsiedrout by the brokerage house as an intermediadyacting
for its own account as well as the risk relatingibmlerwriting services.

The Group’s exposure to interest rate risk as ofl@% 2011 consisted mostly of the Bank's expostine.
interest rate risk for PLN, EUR and CHF generatgdt®e other Group companies did not have a material
impact on the interest rate risk for the entire @ra@and thus did not significantly change its riskfile. The
interest rate risk for USD was materially chandedtigh exposure of the Group’s subsidiaries withgreatest
role played by the exposure of Kredobank.

Foreign Exchange Risk

The Bank offers its customers a number of foreigchange products and services (especially mortgagés
deposits in foreign currencies) and, to a limitateet, trades in foreign exchange markets to readditional
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returns. Consequently the Bank faces foreign exgphaisk, which is defined as the risk of incurriogses due
to unfavorable changes in foreign exchange rates.

The Bank enters into FX forward transactions, Eeesp FX vanilla options, American FX binary options,
European FX binary options and European FX (siagle double) barrier options. The Bank has not, lvewe
entered into any agreements with foreign bankshersale of ready-made option strategies, as @aliebption
strategies that it offers are tailored to the djjeoeeds and requirements of the particular client

In accordance with the requirements of the PFSA,the purposes of calculating the regulatory cépita
requirements, exposures in options, for which taakBhas not obtained approval for the applicatibitscown
valuation models, are hedged back-to-back with ghme tenor and amount on the interbank market with
counterparties who offer the best prices. Currenigtions hedged back-to-back with the same temar a
amount are European FX double barrier options {89 dune 2011, no transactions were concluded.Bank
applies a delta-hedging strategy to hedge theatslbutable to European plain vanilla options, Aicen and
European binary options and European single basggons for which the Bank has obtained approk@hfthe
supervisory authority to apply its own valuation dets, whereas open risk positions are kept withia t
permitted internal limits determined by the Banls & 30 June 2011, the Bank completed 817 Europksan
vanilla option transactions, whereas the open daitgition without hedge (gross in foreign curreegieas
PLN 289.8 million. As of 30 June 2011, the Bank pteted 54 European binary options transactionslevthe
open delta position without hedge (gross in foreigrrencies) was approximately PLN 6.8 million. éfs30
June 2011, the Bank executed 24 European barrtengptransactions, while the open position of wyes
delta (gross in foreign currencies) accounted 1dX B.2 million in these options (no American barrgptions
transactions were completed). Consequently, the op&ons were maintained by the Bank mainly indpean
plain vanilla options which were hedged throughuke of a delta hedging strategy.

The Bank monitors open foreign exchange positiontsraeasures the risk with the use of a VaR modetsS
tests are used to assess potential losses on FKopsswhere market situations occur which cannet b
described using statistical measurements. The sosnahich are applied at the Bank are based awrigal
scenarios as well as on hypothetical scenariosfdlteaving scenarios are applied at the Bank:

— 15% decrease or increase of foreign exchange iratetation to PLN depending on which of these two
market changes would cause larger loss on thegtiortif foreign currencies held in the Bank;

— 15% decrease or increase of USD, EUR, CHF in miah PLN, respectively, depending on which of
these two market changes would cause larger loss;

— scenario of changes of foreign exchange rates wbdein October 2008; in this scenario
PLN decreases in relation to USD at 18.78%, EUR3%, CHF 16.11%, other currencies 10.53%;
and

— scenario of changes of foreign exchange rates ebdén October 2008; in this scenario PLN increases
in relation to USD at 11.43%, EUR 6.90%, CHF 8.78&¥er currencies 5.92%.

With respect to foreign exchange risk mitigatidre Bank defines limits with regard to, among otihémngs, the
value of FX position, Value at Risk for a 10-dasné& horizon at 99% confidence level and daily lasenf
trading transactions on the foreign exchange market

The VaR of the Bank and stress tests regardingtbep’s exposure to foreign exchange risk, focalrencies
jointly, as at 30 June 2011 and 31 December 200@9 2nd 2008 are presented in the table below.

Name of the sensitivity measure As at 31 December
As of 30 June 2011 2010 2009 2008
(in PLN thousand) (in PLN thousand) (in PLN thousand) (in PLN thousand)
10-day VaR* ........cocoiiiiiiiierrecemre e 975 3,171 1,092 11,297
Change of exchange rates CUR/PLN by 15%.... 2,289 6,081 697 13,222

Source: Consolidated Financial Statements

Notes:

* In light of the nature of operations of the otr@mpanies in the Group which generate materiaifpr exchange risk and the special nature of theketa
where they operate, the Bank does not designatmsotidated sensitivity measure of VaR. Those coiapapply their own risk measures for the purpades
managing foreign exchange risk. The 10-day VaR ureds applied by Kredobank and such value, afajithe 2011 was approximately PLN 181 thousand.
As of 30 June 2011, the 10-day VaR at a 99% confiddevel resulting from foreign exchange operation
(“FX-VaR") was PLN 1.0 million, approximately 0.01% of tHgank's own funds which, calculated in
accordance with the provisions on calculating tgital adequacy ratio, totaled PLN 17,375.3 million

The foreign exchange positions in the Group asGofidne 2011 and 31 December 2010, 2009 and 2008 are
presented in the table below.
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As at 31 December

As of 30 June 2011 2010 2009 2008
(in PLN thousand) (in PLN thousand) (in PLN thousand) (in PLN thousand)
1,588 (78,916) (31,811) (128,288)
317 48,073 1,501 1,459
(26,640) (18,820) (3,634) (14,865)
28,689 (4,035) 26,489 17,728
Other (Global Net) ........ccccoovviiiiiiiiceereeeieee 11,302 11,257 12,101 38,661

Source: Consolidated Financial Statements
Market Risk Attributable to the Operations of DM RKBP

The brokerage house also generates equity prikeprimarily due to its function as a market-maker tbe
WSE and, if relevant agreements are entered iisfojmvolved in acting as underwriter. The equitice risk is
managed within the limits regarding DM PKO BP’s gi®ns as a market-maker and an issuer of sexsiom
the WSE, separately for the position in equity s#ies and equity derivatives and for the positiomlerivatives
on the WSE index. The average equity portfolio fasi during the first six months of 2011 was PLN 5.
million. The average absolute position in the il of derivatives on the WIG20 index in the fissk months
of 2011 was PLN 1.7 million.

Liquidity Risk

“Liquidity risk” is defined as the risk that the Blamay be unable to meet its obligations on a tinbaisis due
to a lack of liquid funds.

The Bank applies the following liquidity risk maregent policies:
— activities are undertaken with a view to maintainihe level of risk within the accepted risk prefil

— an acceptable level of liquidity is maintained, efhdepends on keeping the appropriate level ofdiqu
assets; and

— the main sources of financing of the Bank’s asastsstable sources, first of all a stable depaseb

In order to assess the level of liquidity risk B&@nk uses different risk measurement and assessmethbds,
including the contractual and real-term liquiditgpgmethod, the liquidity reserve method, verificatof the
stability of the deposit base and loan portfolid ahock analyses.

The Bank has a highly diversified deposit base amarge portion of liquid assets on its books. Tigeidity
risk management tools used by the Bank includerimgténto transactions ensuring long-term financiofg
credit activities.

The methods for measuring liquidity risk are basedhe evaluation of contractual and adjusted difjyigaps.
The contractual liquidity gap is a list of all bat® positions by their maturity, whereas the aeépisiquidity
gap is a list of individual balance categories bgirt assumed actual maturity. The liquidity reseivehe
difference between the most liquid assets andxpeated and potential liabilities that mature igieen period.
The most liquid assets include lockable treasuepaboth in PLN as well as in foreign currenciaeney
bills, Treasury bills, Treasury bonds and interbodas less the interbank deposits which, as ol 2011,
amounted to PLN 18.0 billion and accounted for agpnately 71% of these assets. Additionally, thesmo
liquid assets are funds in the current account et the NBP for PLN, the cash in the Bank’'s casgisters
and the funds in the nostro accounts for foreigrrencies. As of 30 June 2011 these assets accofmited
approximately 20%, 9% and below 1% of the mostitiqassets, respectively.

The table below presents the adjusted liquidity gapf 30 June 2011. The adjustments relate tongrathers:
transfer of core deposits and loans to adequatedseto reflect their actual maturity terms anahsfer of liquid
securities to the period up to one month.

0-1 1-3 3-6 6-12 12-24 24-60 over 60
a'vista month months months months months months months
Group adjusted liquidity gap...............coov.ne. 4,343,857 11,178,481  (1,479,836) (2,528,573)2,601,175 4,148,279 (317,020)  (17,946,363)
Group adjusted cumulative liquidity gap...... 4,343,857 15,522,338 14,042,502 11,513,929 14,115,104 18,263,383 17,946,363

Source: Consolidated Financial Statements

In all time bands the adjusted cumulative liquidigp is positive, which reflects a net surplus atuning assets
over maturing liabilities. As of 30 June 2011, cuative liquidity gap for up to a one-month horizeras
PLN 15.5 billion.
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The Bank reduces funding mismatch in exchangeabteencies (EUR, USD and CHF) with the use of
derivative transactions such as CIRS and FX sweqagjiring long term funds in EUR and in CHF, owuigg
notes. The Bank also offers savings accounts imangeable currencies (EUR, USD and CHF) in order to
overcome its funding mismatch in foreign currenciBisis product allows customers to manage their &Xn
risk resulting from loans drawn by them in foreigarrencies (by providing them with the opportuniity
earlier purchase of foreign currencies and repaymieoutstanding loans with the funds from suchoatt).

Risk Reporting

The Bank prepares reports on the level of marlat for operating purposes on a daily and weeklyisbas
Reports on the level of market and liquidity rigk management purposes, which are presented to AL@D
the Management and Supervisory Boards, are preparadnonthly and quarterly basis.

Operational Risk Management

“Operational risk” is defined as the risk of logsulting from inadequate or failed internal proesspeople and
systems or from external events. This definiticriudes legal risk.

The Bank's internal regulations clearly define ttiistribution of duties and competencies in the apéa
operational risk management. In accordance witlsehegulations, all the issues related to operatidask
management are supervised by the Management Bedidh sets the objectives for operational risk
management, defines policies for operational Ssks the operational risk tolerance level and §iraitd accepts
reports relating to operational risk.

Operational risk management is performed both tin@aystemic solutions and regular ongoing managenfen
risk.

Systemic operational risk management consists \@ldping internal regulations and other soluticglating to
operational risk and concerningyter alia, human resources, the organization of the Band,attcounting
system, IT, security, internal processes, cliemvise processes, and outsourcing certain bankir aher
activities.

Systemic operational risk management is centralidtie level of the Bank’s headquarters. Eachnagsi and
support line has a dedicated unit which is resgedor the identification and monitoring of opecaial risk
associated with the products or internal procesggish they supervise and for taking appropriatgsto
ensure an acceptable level of operational risk.

Day-to-day operational risk management involvesvgméng operational risk from arising within intatn
processes and systems or during the course of groelalization, undertaking activities aimed atiting the
number and scale of threats (operational risk eyeatiminating the negative effects of operatianst events,
and collecting data on operational risk events.

Ongoing operational risk management is conducteeiieyy organizational unit of the Bank.

Moreover, a significant role in operational riskmagement is performed by the Banking Risk Divisiwhjch
co-ordinates the identification, measurement, nooimiy and reporting of operational risk in the emtroup.

The Bank obtained the approval of the PFSA for gigshe Advanced Measurement ApproacANIA ") for
calculating the capital requirements relating teraging risk as of 30 June 2011. After it meetsadditional
terms and conditions posed by the PFSA, the Bankbei able to lower the capital requirement related
operating risk to a level lower than 75% of theugatalculated in accordance with the Standardizgar@ach.

In order to limit exposure to operational risk tBank applies different solutions, such as audit eodtrol
systems, human resources management (appropriafé sstlection, enhancement of the professional
qualifications of its employees, and motivationatkages), operational risk map implementation,rdetetion

of setting threshold values of KRIs, tolerance leared limits for operational risk, contingency pamsurance
coverage, and outsourcing.

The selection of instruments used to mitigate dp@ral risk is chosen depending on, among otheofacthe
availability and adequacy of instruments mitigatthg risk, the nature of the business or procesghich the
operational risk has been identified, risk matésiand the cost of using an instrument.

In addition, the internal regulations of the Bamkyide for the obligation not to undertake any bess activity
which is subject to excessive risk, and if suchiness activity is conducted, the internal reguladictate that
the Bank must either withdraw from or limit suctsimess activity. The level of operational risk @msidered to
be excessive if the potential benefits from conidigctsuch business activity are lower than the gakn
operational losses from engagement in such opesatio

Operational risk assessment is conducted usingatdiected on operational risk events, internaliaesults,
results of internal functional control, resultsopferational risk self-assessment and KRIs.
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The Bank regularly monitors use of tolerance and KRels, use of limits for operational risk andeogtional
risk events exceeding threshold value defined farational risk.

Risk reporting

The Bank prepares quarterly reports on the operaltiisk of the Bank and the subsidiaries in theuprfor the
ORC, Management and Supervisory Boards. The reporitin information relating to the Bank’s opevatl
risk profile resulting from the process of idergiftion and assessment of threats, the resultsevhtipnal risk
assessment and monitoring, limits and toleranceradipnal risk map, operational events and theiaritial
effects, and the most significant projects and ua#tengs regarding operational risk managementegssent
of internal capital for operational risk, which cpiy with the requirements of the AMA, is also indkd. In
addition short summary of operational risk is pdad to the senior management monthly.

Compliance Risk

“Compliance risk” is defined as the risk of legal regulatory sanctions, material financial loss,l@ss to
reputation that the Bank may suffer as a resuitsdfailure to comply with laws, regulations, ruleslated self-
regulatory organization standards, and codes afwan(including ethics), applicable to its bankaugivities.

The objective of compliance risk management isstinengthening of the Group companies’ image agiesti
acting legally and according to the adopted stateland which are reliable, fair and honest by elating

compliance risk, counteracting the potential lokshe Group’s reputation or reliability and coursteting the

risk of financial losses or legal sanctions whiatuld be the result of violating regulations and ratiag

standards. Compliance risk management specificaléies to the following issues:

— preventing the Group from becoming involved in @pi@ns which are non-compliant with the law;
— ensuring the protection of information;

— promoting ethical standards and monitoring theplamentation;

— managing conflicts of interest;

— preventing situations in which the Group’s emplayeeuld be seen as acting in their own self interes
with respect to business matters of the Group;

— professional, fair and clear phrasing of producfersf and of advertising and marketing
communications;

— immediate, fair and professional investigation lafras and complaints made by clients.

The Group adopted a zero tolerance policy in rdspetack of compliance, meaning that in its opienag it
seeks to eliminate compliance risk. Reports on diemge risk are prepared for the Management and
Supervisory Boards on a quarterly basis.

The reports include, among other things, informmatia the identification and assessment of the ciamgé risk
process, compliance risk monitoring, the Group’'siddtion to new regulations, adopting post-inspecti
recommendations of the PFSA and correspondencetaétRFSA.

Reputational Risk

“Reputational risk” is understood as risk relatedthe possibility of negative variations from theoGp’s
planned results due to a deterioration in the Geoimage.

The objective of managing reputational risk is totpct the Group’s image and limit the probabilifythe
occurrence and amount of reputation-related lodReputational risk ratios are calculated basedroaraual
assessment of particular negative image-relatedtgveentified in a given calendar year for paftcuypes of
image-related events. The main tools used to daterthe Group’s reputational risk level are:

— a catalogue of image-related events categoriesacomy a list of image-related categories with
appropriate weights assigned;

— a register of image-related events containing tadisnegative image-related events that occurred,
grouped by image-related events categories.

Monitoring of image-related events is performedaarongoing basis and includes:

— monitoring the Group’s internal and external chdasoé communication with the environment in terms
of the identification of the negative effects ofdage-related events;

— gathering and analyzing information relating to tecurrence or potential occurrence of an image-
related event; and
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— registering data on the identified negative effeftenage-related events.

The reports on the level of reputational risk areppred in the Bank on an annual basis. The repoes
addressed to the organizational units of the BanKisk Division.

Management of reputational risk in the Group maiobynprises preventative activities aimed at redyan
minimizing the scale and the scope of image-relaeehts, as well as selecting effective tools famtgxrtive
measures aimed at eliminating, mitigating or mizimg the unfavorable effect of negative image-edatvents
on the Group’s image.

Strategic Risk

“Strategic risk” is defined as risk related to thessibility of negative financial consequences eduby
erroneous decisions, decisions made on the basia ofappropriate assessment or the failure to makect
decisions relating to the direction of the Bankiategic development.

Managing strategic risk is aimed at maintaining,amnacceptable level, the negative financial conseces
resulting from bad decisions, decisions made onhksis of an incorrect assessment or failing to enak
appropriate decisions on the direction of the sgiatdevelopment of the Bank.

In measuring the strategic risk, the Bank takes &micount the impact of selected types of facidestified by
the activity and by the environment, which compiisearticular:

external factors;

— factors related to the growth and development efi@inking operations;
— factors related to the management of human ressurce
— factors related to investment activities; and
— factors related to the organization’s culture.
Monitoring of the strategic risk level is performiecthe Bank on an annual basis at minimum.

Strategic risk reporting is conducted annuallyhie Bank. Reports on strategic risk are preparethiBank’s
Management Board and for managing directors oBuek's Head Office.

Management of strategic risk in the Bank covers:
— measuring the strategic risk level;
— reporting the strategic risk level and its changest

— actions taken in case of a high level of strateigic
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ANNEX C
INDUSTRY OVERVIEW

The information contained in this section has bestracted from publicly available documents and
information. The source of any external informatisralways given if such information is used irstbéction.
Such information has been accurately reproduced,anfar as the Issuer and the Bank are aware aadhble

to ascertain from information published by the walet third parties, no facts have been omitted whiould
render the reproduced information inaccurate or ledsling. While reviewing, searching for and prodegs
macroeconomic, market, industry or other data framternal sources such as PFSA or government
publications, no independent verification of sudswarried out by the Issuer, the Bank, the Arraage the
Dealers or any of their affiliates or the Issuedsthe Bank’s advisors in connection with the Piamgme. The
Bank does not intend to and does not warrant toatgpdhe data concerning the market or the indusisy
presented in this section, subject to the dutisslteng from generally binding regulations.

The Polish Economy

The Polish economy is one of the fastest develogiognomies in the EU. Poland, with its 38.2 million
residents, remains the largest accession memlibe &U and the sixth largest EU country by popatat\With

a GDP of EUR 354 billion in 2010 (according to Ested), it is the seventh largest EU economy and20ib
largest economy globally. The Polish economy hgmeded consistently, with real GDP growing at a ®AG
of 4.7% over the five years to 31 December 20102009, Poland was the only European country torteco
positive GDP growth, 1.6%, which increased to 3.BP#2010, and prospects for continued growth appear
strong. Eurostat projects Polish GDP growth at 4iQ%011 and 3.7% in 2012 compared to 1.8% and 1.9%
respectively for the EU. The country’s economicfpenance is underpinned by a stable political aagltatory
environment, which supports the ongoing developroéatmarket economy.

The following table shows GDP, GDP per capita, pafen and GDP growth rate for 2010 for the 20 éesty
countries in the EU by GDP.

2010 real GDP

Rank* Country GDP GDP Population Growth Rate
(Purchasing
(EUR billion) Power) (in million) (%)

1 GEIrMANY .....covueerieeieiiieeieeseeeeaeeas 2,498.8 29,000 81.8 3.6
2 France .....c.cccooveveiienenieeeeee e 1,932.8 26,100 64.7 15
3 1,696.6 27,800 62.0 14
4 1,548.8 24,300 60.5 1.3
5 1,062.6 24,700 46.1 0.1)
6 Netherlands..........ccoeeeeeeeiieeis e 591.5 32,800 16.6 1.8
7 Poland 354.3 15,300 38.2 3.8
8 Belgium 352.9 28,900 10% 2.2

9 SWedeN.....oiiiiieiieeee e 346.7 30,100 9.3 5.7
10 AUSEIA ..o 284.0 30,700 8.4 21
11 Denmark ........cccvveiieiieeeeeeeennnnnn. 234.4 30,400 55 1.7
12 Greece 230.2 21,700 11.3 4.5)

13 Finland 180.3 28,300 5.4 3.1
14 Portugal.......ccooeeveieiiieieeeeenn 172.7 19,800 10.6 1.3
15 Ireland........ccoooeieeieenee e 153.9 30,700 45 (1.0)
16 Czech RepubliC........cceveeiiiiiiiiennn 145.0 19,500 10.5 2.3
17 ROMANI@......coiiiiiiiiieiceee e 121.9 11,000 21.4 1.3)
18 HUNGAIY ..o e 98.4 15,700 10.0 1.2
19 Slovakia........... 65.9 18,100 5.4 4.0
20 Luxembourg ........cccocveriiiiiieieen 41.6 69,100 0.5 3.5

Source: Eurostat.

1) Rank by GDP.

2) Provisional data.

The Polish economy is diverse, with no single seatwounting for more than 25% of Poland’s totalR5iD
2010. Industry, trade and repair, manufacturing beasing of real estate are the greatest contribuim
Poland’'s GDP. Small and medium-sized enterprisefingd as an enterprise with less than 250 empfyyee
yearly sales of less than EUR 50 million and/oalt@tssets less than EUR 43 million) are also sicanit
contributors to the Polish economy. According tdadiom the Polish Agency for Enterprise Developimen
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small and medium-sized enterprises represented®9f8the total number of enterprises in Poland 00&,
contributed 46.9% of GDP and employed 77.7% of &taployees in Poland.

Furthermore, Poland has maintained a stable “A¥eseign rating from Standard & Poor’'s. The Polish
government is tightening its structured fiscal baand decreasing its public debt through varioitistives,
which include the reform of the pension systemyigatization program and the implementation of sufer
public spending. The goal of these activities igmsure that the ratio of national debt to GDPsstslow 60%,
which is required under the Constitution of the &ajr of Poland and is one of the eligibility crite for
accession to the Eurozone.

The following table sets forth key economic indaratfor Poland for the periods indicated.

For the year ended 31 December

For the six months

ended 30 June 2011 2010 2009 2008
Real GDP growth (%) ......ccocvveeeiiiireeesimeme. - 3.8 1.6 5.1
Individual consumption growth (%).......... - 3.2 2.1 5.7
Public sector spending growth (%).......... - 4.0 2.0 7.4
Investment expenditures growth (%)........ - (1.0) 1.2) 9.6
Inflation rate y/y (%) .....ccooeevreenvecieamen, 34 2.6 35 42
Average wage growth (%).........cccccevvveene - 4.0 54 10.1
Unemployment (%0) ........cccoeveerveeriveecenans 11.8 12.3 12.1 9.5
Exports growth (%) .......ccoceevveeneeenieenees - 10.1 (6.8) 7.1
Imports growth (%) .......ccceeeviviiveeniiiieeenn. - 115 (12.4) 8.0
Budget deficit / GDP (%).......cccoeevvvverneene - 3.2 1.8 1.9
Government debt / GDP (%).........ccceene. - 52.8 49.9 46.9
PLN / EUR (average) .........ccceeevviivreesiicnen. 3.95 3.99 4.33 3.52

Source: GUS, NBP.

Poland’s key economic indicators and its growthspezts worsened in the fourth quarter of 2008 agtbbal
financial crisis spilled over into the real econonjowever, the deterioration was relatively weattean in
Western European countries, as private consumgtiowth remained positive and depreciation of PLNhe
second half of 2008 and the beginning of 2009 stipdahe competitiveness of Polish products. Funtioee,
the Polish banking sector, characterized by redéitistrong capitalization and solid deposit basenained
resilient through the crisis and continued to pdeviunding to Polish companies and consumers. hitrast to
most CEE and Western European countries, the Pelisimomy showed positive real GDP growth in all
quarters throughout the financial crisis.

Forecasts of Macroeconomic Indicators

Based on data from the NBP, the European Commissiod the IMF, the Polish economy is expected to
remain one of the fastest growing economies inQB&, with GDP growth remaining significantly hightéan
the averages for both the CEE region and EU casitit is expected that the primary drivers of ttostinued
economic growth will be increased household spendind recovery in corporate investments. The ptefec
growth of household consumption is expected touedled by improvements in the labor market, acedien of
salary growth, and an increase in total lendinditgncial institutions. However, indirect taxatiomy increase
in the future, potentially weakening the impacttioése growth factors. Growth in corporate investirien
expected to be driven by increasing business cenéie and by necessary investments that had besyededs
a consequence of the global financial crisis. lexpected that the dynamics of public expendituik e
positive in 2011, supported by a continued infloivEd) funds and by investment relating to the Euéd 2
football championship to be held in Poland and iHeaNet foreign direct investments are also exgubdd
increase significantly.

Eurostat forecasts estimate the real GDP growthiraPoland to be at a level of 4.0% and 3.7% ih12énd
2012, respectively, compared to 1.8% and 1.9%eénBEb. The European Commission projects that theann
rate of HICP inflation in the Eurozone will remailose to 3% in the EU in 2011 and ease to appragima%
in 2012, as compared to 3.8% and 3.2%, respectiveRoland.

The Polish Banking Sector
Structure of the Polish Banking Sector

The Polish banking market is still operating awe-tiered system. According to the PFSA, as of 3@J2011,
there were 48 commercial banks in Poland, 21 besaf credit institutions and 575 relatively smadl-
operative banks.
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The Polish banking sector is also characterizedhlkylarge number of banks in which foreign owneotdh
majority stakes. As of 30 June 2011, the numbebastks and branches of credit institutions with migjo
foreign share in the Polish banking sector wasTs®@ following table shows the share in the banldagtor’s
total assets of the various categories of Polistkbgbased on the type of majority shareholder)ilie years
indicated.

As of 31 December

2010 2009 2008
(%)
DOMESHIC INVESTOIS ...t erme e 338 319 27.7
THE STAte TrEASUIY....ciiiiiiieiiiiieeeiiet ettt e e 215 20.8 17.3
CO-0pErative DanKS............uviiiiiiiiiiieeem e 6.1 5.8 5.4
(@] =Y U PTURR PR 6.2 5.3 5.0
FOreign INVESTOIS ....ceiiiiiiiiiiiiiee ettt eceet et 66.2 68.1 72.3
Commercial DANKS .........cocviiiiiiiiie e 61.5 62.8 66.9
Branches of foreign credit iNStitUtioNS ... e eveeiieeieeesiieeec e 4.7 5.3 54

Source: PFSA.

In the period from 2006 to 2010, the number of baém&nches in Poland increased from 4,854 to 6,936
(according to the NBP and PFSA).

According to the PFSA, as of 30 June 2011, theeshithe five largest Polish banks in total depoaitd loans
of the banking sector was 46.5% and 39.2%, respytiThese shares have progressively decreasatioas
in the table below, which sets forth the sharehef five largest banks in Poland in deposits, loamd total
assets as of the dates indicated.

As of 31 December

As of 30 June 2011 2010 2005 2000
(%)
Deposits from non-financial institutions 46.5 46.5 55.8 54.7
Loans to non-financial institutions 39.1 39.2 45.0 46.1
Total assets 44.4 43.9 48.6 46.5

Source: PFSA.

The concentration ratios of the five largest baimk®oland are relatively low compared to those iwstEU
Member States, indicating relatively high compesétpressure in the Polish banking sector and tkengal for
market consolidation. As of 31 December 2010, tbeets of the five largest banks in Poland accoufded
43.9% of the total assets of the Polish bankingoseas compared to a non-weighted average of 448B#te
total assets of the banking sectors of EU MembateStaccording to PFSA data.

Competitive Landscape of the Polish Banking Sector

The level of competition on the Polish banking eeds relatively high due to its low level of comteation.
Among the other factors having an impact on contipatiare the recent mergers of major Polish baeksg, the
merger of BPH S.A. and GE Money Bank S.A. in 2008, acquisition of AIG Bank Polska S.A. by Santande
Consumer Bank in 2009, the acquisition of GMAC Bdtska by Getin Bank in 2010, the finalizing oéth
purchase of the Bank Zachodni WBK by Banco Santaimd@011, the finalizing of the purchase of Allian
Bank Polska by Getin Noble Bank in 2011, and theamgent between EFG Eurobank Ergasias and Raiffeise
Bank International. On 21 June 2011 the PFSA unanghy decided not to raise objections against the
acquisition by James Wolfensohn, through WCP CajedrU.A., of shares in Meritum Bank ICB S.A. in a
amount which entitles him to not more than oneethaf all the votes at the general meeting of theredolders
Meritum Bank ICB S.A.

Furthermore, in 2008 new banks, Alior Bank S.A. akllanz Bank S.A., were established in the Polish
banking market.

During the financial crisis in 2008 and 2009, Polisanks were forced to seek alternatives to for&igiling

sources to enable them to continue their lenditigigc In conjunction with the erosion of trustused by the
financial crisis, which restricted the availability funding from the Polish inter-bank market, tbesvelopment
led to an increased focus of banks on gaining actedunding from deposits. This trend resultedstirong

competition on the savings product market (whateiferred to as the ‘deposit war’). During 2010, k&in
competition for deposits become less fierce as ddrdd built considerable liquidity buffers, credittivity

slowed down and financial market conditions eased.
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In 2009, competition between banks on the creditketagenerally decreased. Due to greater creditodsised

by worsening macroeconomic conditions, the majodfythe banks maintained restrictive credit pobcie
However, signs of improvement in the macroeconagnidgronment, both globally and domestically, resdilin

a gradual easing of the credit policies of banksamincrease in competition with regard to moréglgns and
credit for local governments in 2010. However, itééanding growth during 2011 was negatively imgatby a
change of the criteria for theRbdzina na swoifnprogram, as well as the implementation of PFSA
Recommendations S and T. At the same time as ttveoaty began to recover, demand for corporate loans
increased and banking sector balances starteddodrgrowth.

Financial Situation of the Polish Banking Sector

The following table sets forth Polish banks’ aggtegassets, deposits from the non-financial seetdioans to
the non-financial sector.

As of 31 December

As of 30 June 2011 2010 2009 2008
(in PLN billion)
Polish banks’ aggregate assets............cccuveveeennne 1,224.4 1,159.4 1,057.4 1,035.4
Deposits from non-financial sector........................ 627.1 620.4 567.2 499.0
Loans to non-financial Sector ...............ccceevveeenernne 738.0 698.5 641.2 608.0

Source: the PFSA

The main structural driver for significant growtbkfbre the global financial crisis, both in the \&lof deposits
as well as customer loans, was the low level okimgnintermediation in Poland compared to otherMémber

States. The banks’ aggregate assets in the Paisking sector as of 31 December 2010 amounted.%8af

Poland’s GDP for the year as compared to the agdragurozone of 350%. The proportion of total &sbeld

by banks in Poland to GDP has progressively ine@aser the last 15 years, as shown in the tatisbe

As of 31 December

2010 2005 2000 1995
Assets PLN billion) 1,159.4 587.0 428.5 149.3
GDP PLN billion) ...ccc.vveiiiiiiiiiieiiiceee e 1,415.4 983.3 744.4 337.2
ASSELS 10 GDPY) ...t 81.9 59.7 57.6 44.3

Source: PFSA, GUS

Given the favorable economic situation in Polandthe period between 2007 and 2008, the significant
investments of banks in the region and the gerieca¢ase of corporate and household incomes, itfiesehce
narrowed significantly resulting in the developmehinew loan and deposit business. As of the fogttarter

of 2008 this development of new loan and depostriass came to an end.

Between 2009 and 2010, the dynamics of credit sfiosd@vn significantly in comparison to the period2®07
to 2008. Credit growth was mainly concentrated iortgage credit for households. Due to deterioration
credit quality as labor market conditions worsershks significantly restricted the supply of cansu credit.
The volume of credit for enterprises decreasedndubioth 2009 and 2010 due to both a drop in denfiand
credit as companies scaled back their investmenjeqts as well as further tightening of the crquiticies of
banks. The only sector where there was a visildeease in credit dynamics in 2009 to 2010 in coisparto
2007 to 2008 was credit for local authorities daettie fact that they continued with public infrasture
projects (co-funded by EU funds) and have gooditstanding.

In the first half of 2011 the conditions on the kedrfor loans to institutional customers improvadd after a
period of decreases the value of loans starteideconce again. The recovery of the economy isugdadbeing
reflected through increased demand for loans biytutiosnal customers, and the stabilization of thelity of

credit portfolio in the increased supply on thet ghthe banks.

The following table sets forth the value of loamteaded to the non-financial sector in Poland.

As of 30 June Change As of 31 December Change
VI1.2011-
2011 2010 VI1.2010 2010 2009 2008 2010-2009 2009-2008
(in PLN billion, except
percentages) (%) (in PLN billion, except percentages) (%)

Households...........cccccceennne 497.6 455.3 9.3 475.4 416.4 372.4 14.2 11.8
In % of total.........cccevveeenenns 67.4% 66.9% - 68.1% 64.9% 61.2% -
Institutional customers.......... 236.8 222.8 6.3 219.7 222.1 233.3 (1.1) (4.8)
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As of 30 June Change As of 31 December Change

2011 2010 x:ggié 2010 2009 2008 2010-2009 2009-2008
(in PLN billion, except
percentages) (%) (in PLN billion, except percentages) (%)
In % of total.........ccccvveeenenns 32.1% 32.7% - 31.5% 34.6% 38.4% -
Non-commercial institutions.. 3.6 2.9 24.1 3.4 2.7 2.3 25.9 17.4
In% of total.........cccocvveenens 0.5% 0.4% - 0.4% 0.5% 0.4% - -
Total oo, 738.0 681.0 8.4 698.5 641.2 608.0 8.9 (1.9)

Source: the PFSA

Increased household deposit volumes during 200268t were driven by the result of attractive dépaféers
from banks to overcome the funding restrictiongteninterbank market and by their parent companies.

During 2010, as the ‘deposit war’ abated, slowddwrhouseholds income and increased competition from
alternative forms of savingesulted in slower growth in households deposirpGrate deposit growth was
stable, supported by gradual improvement in finalngisults and the accumulation of liquidity by twporate
sector.

In the first half of 2011 the trend involving thienlted growth rate of deposits was maintained. Téssons
behind this included term deposits being less @it combined with the relative improvement of tmadition

of the economy, which induced some to increase dpgnor make investments. On the other hand, some
households experienced decreased income and sosireesses increased self-financing, thus decredabmg
balance of their deposits.

The following table sets forth the deposits frone tton-financial sector collected in the bankingt@em
Poland.

As of 30 June Change As of 31 December Change
VI1.2011- 2010- 2009-
2011 2010 VI1.2010 2010 2009 2008 2009 2008
(in PLN billion, except
percentages) (%) (in PLN billion, except percentages) (%)

Households..........c.ccocoeerriirieenne 435.8 401.3 8.6 422.4 387.7 336.9 8.9 15.1
In% of total.........cccovviiviniiees 69.5% 68.7% - 68.1% 68.4% 67.5% - -
Institutional customers.................. 176.2 167.5 5.2 182.8 165.1 148.0 10.7 11.6
In% of total.........cocvvviviiiiiieens 28.1% 28.7% - 29.5% 29.1% 29.7% - -
Non-commercial institutions.......... 15.2 15.3 (0.3) 15.2 14.4 14.1 6.0 1.4
In % of total........ccceevviiiieiiiiieeas 2.4% 2.6% - 2.4% 2.5% 2.8% - -
TOtal oo, 627.1 584.0 7.4 620.4 567.2 499.0 9.4 13.7

Source: the PFSA

The financial results for the banking sector in 268l by 36% to PLN 10.2 billion gross (PLN 8.3ligin net),
compared to PLN 16.8 billion gross (PLN 13.7 bitlioet) for 2008.

The poor financial performances of banks in 2008 wdven by a very sharp increase in write-offultisg
from the worsening financial situation for certdinrrowers, as well as a decrease in interest incama
consequence of the ‘deposit war’, a slowdown irditrgrowth and the low margins on loans grantedndur
strong credit expansion prior to the global crisis.

Despite a strong deterioration in financial perfanoe, the situation of the banking sector remastatle. At
the same time, due to the record increase of tiptatabase, the stability of the banking sectoorsity
increased, including the ability to absorb potdnkisses. The potential for the sector’s developnedso
increased.

In 2010, along with the improving macroeconomiagiion, the financial results of the banking seatgroved
significantly: the net profit for the banking secteas PLN 11.5 billion, an increase of 38.6% in pamison to
2009. This improvement in the banks’ profits wae déffect of higher net interest income; fees amdrogssions
revenues; lower interest rates for deposits; loa@st of risk thanks to better credit quality cortedcto
improving macroeconomic situation; and cost-disngl The increase in the net profits of the banésdt lead
to a comparable increase in the ratios of returnequoity because some banks increased their capital
decreased the amount of dividend paid.

In the first half of 2011 there was further improvent in the financial results of the banking seetod at the
end of June 2011 this amounted to PLN 7.8 bill@43.5% increase compared to the end of June Blidh
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growth was the result of a considerable decreaseskncosts, a high increase in interest net inceme the
maintaining of a low rate of increase with resgeabperating costs.

The following table presents the financial resoftshe Polish banking sector as well as the cogtdome ratio
and return on equity.

June 2011 June 2010 2010 2009 2008
(in PLN billion except percentages)
Net profit ......cccoocvveeenne 7.8 55 11.4 8.3 13.6
Cost to income ratio 51.0 52.4 524 54.2 54.4
Return on equity .........ccccveerveinineceecas N/A N/A 8.9% 8.6% 7.4%
Deposits from non-financial sectar........ 627.1 584.0 620.4 567.2 499.0

Source: the PFSA

Key Trends in the Polish Banking Sector
Convergence in the Polish Banking Sector

There is high potential for further growth of thanixing industry in Poland. According to the PFSAl &US,
the banks’ aggregate assets in the Polish bankicigrsas of 31 December 2010 amounted to 82.0%lahgE’s
GDP for the year as compared to the average ifktinezone, which was 350% according to the ECB. Desp
the current unfavorable market conditions, thisrlayéng growth trend is still intact and will beraain factor
for future asset and income growth once the mastiegts to recover fully.

Impact of the Financial Crisis on Polish Banks

The financial crisis had a significant impact ore tRolish banking market, impacting the quality o&r
portfolios and depressing the level of earninggh@ Polish banking sector, as well as putting pressn
funding for banks. However thanks to the limiteddlvement of banks with ‘toxic assets’, no speduatsset
bubbles in Poland, deposits being the main sourbarmks’ funding (with only limited reliance on fdimg from
financial markets), the high capital adequacy gt banks (with high share of high quality capitalier 1
capital) and the stable macroeconomic situation rétession), the Polish banking sector went throtngh
global financial crisis largely unscathed and id@@emonstrated improved financial results, whichtimued
into 2011.

However, over the course of 2008 commercial bankBadland bought substantial amounts of FX deriestiv
sold to the banks by Polish SMEs, mainly exporteigially derivatives were supposed to hedge tkgoeters’
FX risk. However, as PLN appreciated against EWR,gractice of selling FX derivatives for pure sgative
profit and not for hedging of loans or receivabiEshominated in foreign currencies became populsiEsS
speculated on the account of the further appreciati the PLN, which was perceived as inevitabléght of
the expectation of the PLN quickly entering the ERMhechanism. The sellers of ‘toxic FX options’ egfed
them to expire unexercised. This did not happemwewver, due to the sudden depreciation of the PLRODO,
which shifted the ‘toxic FX options’ in the monendaresulted in many SMEs being faced with substlnti
liabilities and adversely impacted the results pérations and financial condition of some of théghdbanks.

Competitive Environment

The level of competition in the Polish banking seds high. Among the factors impacting competitame the
recent mergers of major Polish banks and the estelent of new banks by foreign investors. Morepdee to
the financial crisis, some of the international ksmn Poland are and may be under pressure tothssi
subsidiaries in Poland, as was the case in 2011 Adiianz Bank Polska, which was sold to Getin NoBlank,
and Polbank, the Polish branch of EFG Eurobank $tagaa Greek financial institution, which was tlubject
of a preliminary sales agreement concluded by Bigéh Bank International.

In 2009, competition among banks on the credit eladecreased. Due to higher credit risk caused by
worsening macroeconomic conditions, the majoritypbahks maintained restrictive credit policies. Hoare
signs of improvement in the macroeconomic enviramnieth globally and domestically resulted in adgra
easing of the credit policies of banks during 209well as an increase in competition: first ia segment of
mortgage loans and loans for local government uaitsgl then at the beginning of 2011, accordingntdN&P
survey, also in the case of loans for the corpmattor.

Growing Importance of Alternative Distribution Chamels and Products

In recent years alternative distribution channéisparticular internet banking, are becoming ofréasing
importance. Moreover, new products, such as mark@tdinancial advisory services, wealth management
insurance products and various investment fund$dafand have seen significant growth and will be a
significant driver for profitability in the futurélhis general trend is expected to continue inctiraing years.
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Capital Adequacy

Over the course of the past three years, Polisksbhave strengthened their capital base. The faliguable
shows the capital adequacy ratios and own equitthefPolish banking sector as of the dates indi¢cads
reported by the PFSA:

30 June 31 December 30 June 31 December 30 June 31 December 30 June

2011 2010 2010 2009 2009 2008 2008
Capital adequacy ratio................. 13.7% 13.8% 13.3% 13.3% 12.4% 11.2% 10.9%
Own equity for capital adequacy
(in PLN billion)........cccovvvieiennne. 105.2 100.6 95.7 90.1 87.0 77.6 65.0

Source: the PFSA

Two key factors have contributed to the strengthgntapital base of the Polish banking sector: aépit
accumulation and equity issuances.

Capital accumulation has been driven by a reduatiodividend payments in response to the PFSA’'&ciad,
especially its recommendation to banks during R0@9 to revise their dividend policies in ordeatrumulate
capital. According to the PFSA, more restrictivevidénd policies allowed Polish banks to accumulate
PLN 11.2 billion during 2009. This amount corresged to 87.5% of aggregate profits of the commercial
banks, as compared to 60.6% during 2008 and 4412%gd2007.

In addition, several Polish banks undertook rigbssies in 2009 and 2010. The trend was initiatethbyBank
in 2009. The Bank’s offering was followed by thagfeMillennium Bank S.A., which raised PLN 1.1 bilfi
through a rights issue in January 2010, and BREKE®A., which raised PLN 2.0 billion through a riglissue
in May 2010.

The implementation of Basel Il is expected to havénited impact on the capital needs of the Patianking
sector given the current high capitalization lesld high quality of capital.

Asset Quality

The quality of the loan portfolios of Polish bankas been deteriorating since the fourth quarteRQff8.
However, in 2010, the rate of decline began to stovstantially and the decline in the quality ofpaate
portfolios slowed down considerably in the secoatf bf 2010, but in the first half of 2011 the gtslof the
portfolio improved. Notably, the credit quality lafrge corporate clients is materially better thzet bf SMESs.

Since the end of 2008, the asset quality in theséloold segment has also been deteriorating, ptyriarthe

consumer loan portfolio. The quality of the houddhnortgage portfolio remains relatively sound, e¥his in

part due to the fact that a large part of the pbafhas not yet been sufficiently seasoned (wiscexpected to
take place in several years). The overall levai@i-performing loans is currently relatively higbngpared to
recent historical levels, but the pace of growtiNIPL ratios has leveled off. The table below sefistbe NPL

ratios of various types of client segments in Pajas of the dates indicated.

June 2011 pDecember 2010  June 2010  December 2009 June 2009  December 2008  June 2008

%

NPL ratio of corporate clients 11.0 12.4 12.3 11.6 9.6 6.1 6.2
NPL ratio of households........ 7.2 7.2 6.7 6.0 4.8 35 3.8
Total NPL ratiQ.......ccceeererens 7.4 7.8 7.7 7.1 6.5 4.4 4.8

Source: the PFSA
Inflation Rate and Interest Rates

Inflation in Poland (as measured by the consumeepndex (‘CPI”) was 4.2% in 2008, 3.5% in 2009 and
2.6% in 2010, according to GUS. A slowdown in eauoiw development decreased inflationary pressure,
allowing the Monetary Policy Council to cut the NBfnterest rates to the record low level of 3.59%June
2009. During the second half of 2010, inflationreesed gradually due to the impact of rising faatkrgy and
fuel prices. Inflation (as measured by the CPlyéased to 2.5% year on year in September 2010hireathe
NBP’s inflation target. At the end of the year ricieased further, exceeding the upper band ofrifietion
target of 3.5% and reaching 4.2% year-on-year me2011. The acceleration of economic growth iraRal
may lead to a gradual rise in wages and inflatipmeiessure in the medium term. At the same time sthong
rise in commodity prices in the global markets tesa risk of potential increased inflation. Ineréb mitigate
against the risk that inflation could remain abdive inflation target in the medium term, the Momgt&olicy
Council raised the NBP’s interest rates four tinme8011, in January, April, May and June.

The NBP’s interest rates are currently as folloveference rate, 4.50%; lombard rate, 6.00%; depasi,
3.00%; and rediscount rate, 4.75%. For most of 2@1® three-month interbank rate (also known as3itie
WIBOR) was relatively stable, ranging from 3.80%8t87%, with sharp increases beginning in Decer2b&0
and continuing throughout the first half of 201hem it reached the level of 4.69% in June 2011.
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Margins

High levels of competition for deposits during tfieancial crisis, when liquidity was relatively sca and
expensive, resulted in negative deposit margir0i®0. Banks needed to subsidize interest paid posi®rs,
as deposit rates were higher than the relevamiaitdk market rates. Household and corporate depwsigins
were positive as of 31 December 2010 and 30 Juh#.20

June 2011  December 2010  June 2010 December 2009  June 2009 December 2008  June 2008
%
Average interest on new
corporate deposits in zlotys...... 4.0 3.1 3.1 3.0 33 5.6 5.6
Average interest on new
household deposits in zlotys..... 4.1 3.6 3.7 4.0 4.4 6.5 5.2
BMWIBID ... 4.5 3.8 3.7 4.1 4.2 5.7 6.5

Source: NBP, Reuters

Margins on household loans have decreased to thestoevels since the first half of 2010 as bardeksto
employ excess liquidity. Corporate loan marginsehalgéo decreased and are now below financial deges.

June 2011 December 2010 June 2010 December 2009  June 2009  December 2008  June 2008
%
Average interest on new corporate 6.6
loans in zIotyS ..o 5.9 6.2 6.5 7.0 8.3 8.3
Average interest on new 10.8
household loans in zlotys......... 10.0 111 125 134 13.6 13.6
3M WIBOR... 4.7 4.0 3.9 4.3 4.4 5.9 6.7

Source: NBP, Reuters
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ANNEX D
BANKING REGULATIONS IN POLAND
Regulatory Environment

EU and Polish laws, regulations, policies and pitetations of laws relating to the banking sectat financial
institutions are continually evolving and changirmong the most important regulations are capital
requirements, capital adequacy requirements ansucoer protection-related regulations. In particudaiurther
tightening of consumer protection rights might hava@gnificant influence on the operations of bainkBoland.

Banking Regulations in Poland

The conducting of banking activity in Poland regsira permit and is subject to a range of regulatory
requirements. Banks also enjoy several privilegéged to the conducting of their business.

Banking Supervision

Banking supervision in Poland is exercised by tR8R. It has extensive competencies and legal imstnis at
its disposal to exercise its supervision over banks

The competencies of the PFSA include, in particular
. granting permits for:
- the establishment of a bank,
- amendments to its statute, and
- appointment of two members to a bank’s managenmearih including the president;

. issuing an objection to the purchase of or subBorigfor shares or rights to shares or becoming a
domestic bank’s parent company in case of exceeatingaching certain percentage thresholds of total
voting rights;

. supervision of banks as far as compliance with lthe (including, in particular, with banking
regulations) and the regulations stated in the §astltutes;

. monitoring the financial condition of banks and #stablishment of liquidity ratios and other staxdda
of permitted risk in the banks’ operations which Binding on the banks;

. issuance of recommendations concerning the besttigega in terms of the prudent and stable
management of banks;

. issuance of guidelines to the banks concerningngpdi refraining from any specific actions;

. imposing penalties and designating recovery measarease of a breach of any banking regulations,

including cash penalties, suspension of managebwartd members from their duties, restriction of the
bank’s business or revocation of banking permits} a

. appointment of trustee managemerarfgd komisarycznyfor banks.
Other Authorities which Exercise Material Supervia over the Activities of the Banks

Specific areas of banking operations are also sultfe the supervision of other administrative auties,
including in particular:

. the President of the Antimonopoly Office, withiretlscope of the law of competition and consumer
rights;

. the General Inspector for the Protection of Pers@eta, within the scope of the processing and
protection of personal data; and

. the Minister competent to oversee issues relatdthémcial institutions and the General Inspectbr o
Financial Information, within the scope of countgiiag money laundering and the financing of
terrorism.

Special Requirements for Banks

Banking operations are highly restricted. Banks also required to protect banking secrets (inforomat
concerning any banking operations performed byr&kpand observe the provisions on counteractingayion
laundering and the financing of terrorism.

A range of restrictions apply if banks retain aniyd parties for the performance of banking adtgitfor and on
behalf of the bank or for the performance of anylirag-related operations.
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Capital Adequacy and Risk Management Requirements

Banks must comply with a number of regulatory regmients related to their operations. The cruciason

include the requirement for banks to manage theiantes in a strictly regulated fashion and all the
requirements concerning equity, capital adequadio,raoncentration of exposures, liquidity and risk
management systems.

Polish Law Requirements

All the resolutions, decrees and recommendaticsigei by the PFSA are also of material importancehi®
banks.

Moreover, in February 2010 the PFSA issued Recomateon T, which is intended to improve risk
management at the banks, including preventinglrdetarowers from becoming excessively in debt. PSA
stated that the maximum ratio of debt servicingegge to the average income generated by the deditoutd
not be greater than 50% for retail customers wittoime lower than or equal to the average remuwoeratithe
industry and for other customers not greater tHz 6f their remuneration.

In particular, banks offering mortgage loans mystc#fically consider Recommendation S issued irudan
2011 with two implementation deadlines, by 25 JaBA1 and by 31 December 2011. The amendments
introduced in that regulation will influence restions regarding mortgage loans and loans denosdnat
foreign currencies, specifically through the maximratio of debt servicing expenses to the borrowsrsrage

net income established for retail exposures at 42% a maximum loan term of 25 years establishedhier
evaluation of credit capacity.

In June 2011 the PFSA increased the risk weightihgetail and mortgage loans denominated in foreign
currencies from 75% to 100% (Resolution 76/20103kRveighting applies to the calculation of theuelof
risk-weighted assets which are the basis for thaulztion of banks’ capital adequacy ratios. Insieg the risk
weighting of a given type of asset increases thelagory capital requirement for banks holding &s®é such
type. The change will come into force on 30 Jun&220

European Law Requirements

On 24 November 2010, Directive 2010/76/EU of thedpean Parliament and of the Council amending
Directives 2006/48/EC and 2006/49/EC as regarddtatapequirements for trading book and for re-
securitizations, and the supervisory review of reeration policies was adopted. With regard to epit
adequacy regulations, CRD 3 increased capital rexpgnts for certain assets that banks hold inrigpdboks
and for re-securitization instruments. It also @ased disclosure obligations in several areas, ssch
securitization exposures in the trading book anshsprship of off-balance-sheet vehicles. CRD 3 isejploa
requirement that the remuneration policies be sbesi with sound and effective risk management and
therefore subject to supervisory oversight. Asslte supervisory authorities have to monitor tplications

of remuneration policies for the risk managementfiolncial institutions. Member States are requited
implement CRD 3 between 1 January 2011 and 31 Deeef011.

On 16 December 2010, the Basel Committee on BanS&imgervision published two documents proposing
fundamental reforms to the regulatory capital frewoek, titled “Basel 1ll: A global regulatory framework for
more resilient banks and banking syst&neentaining reforms related to capital requirensemnd Basel IlI:
International framework for liquidity risk measurent, standards and monitorityjgcontaining reforms relating
to liquidity requirements (togetherBasel 111”). The implementation of the Basel Ill reforms Mlilegin on

1 January 2013. However, the requirements will baspd in over a period of time, to be fully effeetiby
2019.

In February 2010, the European Commission launcheadblic consultation with regard to further pobsib
changes to the capital requirements directives éiatestrengthening the resilience of the bankiregosseand the
financial system as a whole €RD 4". The draft of CRD 4 was presented by the Europ@ammission on
20 July 2011.

The changes proposed under Basel Il and CRD 4ideglamong others: (i) the strengthening of capital
requirements for credit risk exposures arising frdenivatives, repos and securities financing aiitisj (ii) the
introduction of a minimum liquidity standard for ks that are active internationally; (iii) the protion of
more forward-looking provisioning based on expedtesbes; and (iv) reducing procyclicality and proimg
countercyclical buffers. The Bank believes thatsthehanges should not have an adverse effect omaitket
position due to: the diversification of its expassi(loan portfolio and inter-bank exposures); #w fhat it has

a significant share of assets with high risk wesgttiorporate loans, consumer loans) and thatélyrapplies
CRM techniques which could decrease capital remergs; and the Bank’s share of Tier 1 capital eBank’s
own funds being significant.

In addition, the Ministry of Finance was working legislation imposing an obligation on financiastitutions
(including banks) operating in Poland to make dbntions to a dedicated fund which could be usepravent
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or limit the effects of any potential future crigia the financial markets in Poland (in effectaaking tax). As

of the date of the Second Supplement to the BasgpBctus, no details of the proposed legislatiore Heeen
published. However, it is anticipated that as wsthilar legislation in effect in other Member Stwatehe
contribution made by each financial institution anény proposed legislation will depend on the @atbt its
equity or its balance sheet total. Based on pubhehilable information published by the Ministrf/Einance,

as of the date of the Second Supplement to the Basspectus, the work on such regulations has been
discontinued.

Bank Guarantee Fund

The cash deposited in individual bank accounts amdcash due under receivables confirmed by doctsmen
issued by banks in favor of specific persons isecedt by a guarantee system, the Bank Guarantee Faed
banks pay mandatory annual fees to the Bank Guegdrmind. If a bank becomes insolvent, the meariseof
Bank Guarantee Fund are used to cover the clairtteedfanks’ clients, if any. On 17 November 2016 Bank
Guarantee Fund materially increased the level @ntlandatory annual fees (which are calculated fesction

of a bank’s regulatory capital requirement mulggliby 12.5 and adjusted in accordance with thedatd 14
December 1994 on the Bank Guarantee Fund) from500tb 0.099%. The new fee applies to contributions
starting from 1 January 2011.

Bank Privileges

Banks benefit from certain privileges related teittbusiness. In particular, the law provides fongified
procedures for taking security interests and eiigrpayment of a bank’s claims. These include theieation

of requirements of a specific form of establishawjateral. Additionally, banks have the right tarnsfer their
receivables to another entity, which may issue @ges collateralized by the transferred receivable
(securitization of bank receivables). Banks aréarized to apply simplified procedures for prosewiclaims
through the issuance of bank enforcement titbeskowy tytut wykonawckyMoreover, documents issued by
banks have, in general, the same status as docsiissoed by public officials. In this respect, hoam the
judgment of the Constitutional Court (Judgment afrbh 15, 2011, Ref. act P 7/09) declared Articles&&ion

1 of the Banking Law, pursuant to which the accimgnbooks of and extracts from the accounting boaks
banks have the same status as official document&iinproceedings against a consumer, to be inaije
with the constitutional principles of equality ajutice and the principle of consumer protectioecduse it
guarantees the statutory superiority of a profesgientity (the bank) over the consumer.

Consumer Protection

The Consumer Credit Act dated 20 July 2001, thel Cwede regulations and other consumer protectiovs|
impose on the banks several obligations relatexjteements signed with natural persons who perémtions
which are not directly related to their businesspmfessional activities (consumers). The most irtgyd of
those are the requirements to inform the consurbeutathe cost of extended credit and loans in irerta
circumstances and the prohibition from includingafic clauses which are unfavorable to consumars i
agreements.

The maximum interest rates which may be charged bgnk under a consumer loan agreement are equal to
four times the NBP Lombard credit rates. Regardtdgte above, the total value of all the fees, wossions

and other payments related to a consumer loan dtiés not apply to, e.g., mortgage loans) cannaréater

than 5% of the principal of the consumer loan.

On 12 May 2011 the Act on Consumer Credit datedvib® 2011 (the New Consumer Credit Act) was

adopted and it will enter into force on 18 Decemb@tl. The purpose of the New Consumer Credit &¢0i
implement the Directive 2008/48/EC of the Europ@amliament and of the Council on credit agreemémnts
consumers of 23 April 2008.

The New Consumer Credit Act applies to all consuhoans of less than PLN 255,550 (as compared to
PLN 80,000 under the act adopted in 2001) and gépeapplies to mortgage loans. The new act witlthe

five percent limit on the total fees and commissipaid for the arrangement of consumer loans. Bmdwill

be allowed to charge fees for early repayment loba. However, the New Consumer Credit Act will Bpio

all institutions granting consumer loans and ndit jto banks, as well as to all intermediaries. New
Consumer Credit Act introduces the Standard Eumogzansumer Credit Information form, which will recg

the creditor to quote the total cost of a loan, pasging all the costs, including interest, comnuossi, taxes, fees
for credit intermediaries and any other fees whibl consumer has to pay in connection with a credit
agreement, except for notarial costs. Where a ibeci® reject an application for credit is based the
consultation of a database, the creditor will bigel to inform the consumer of this fact.

On 29 July 2011, the Sejm (the lower house of tbiesP parliament) adopted a bill amending the Comesu
Credit Act and the New Consumer Credit Act by idtroing an explicit obligation on the banks to at¢cepthe
case of mortgage loans denominated in foreign naoies, the payment of both principal and interassuch
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foreign currencies and not to restrict a consumgght to obtain foreign currencies from any sosrggor
example, from other banks or foreign exchange phifithe above bill came into force on 26 August201

Changes in the “Rodzina na swoim” Program
In July 2011 the law amending the terms for thelé@mgntation of the program of preferential houdivans

“Rodzina na swoitnwas adopted and entered into force on 31 AugQ&t2whereunder a new definition of a

preferential loan was made to exclusively incluanis taken to satisfy the personal housing reqeingsiof the
target borrower who benefits from the financial po. The subsidies for the credit facilities walpply if a
borrower files a request no later than by the drtie calendar year in which such borrower turnsT3te state
aid in the repayment of a loan taken to purchasapantment will be available not only to marriediples and
to persons who bring up at least one child as glesiparent, but also to persons who are not maoigtiose
who do not have children. The ratio applicablehi® price of one square meter of the usable floea af real
estate was decreased which constitutes an elerhdr@ attempts that have been made to discontimaectedit
incentive and to decrease the State budget exg®nBmiting the group of apartments that would sftithe
statutory requirements, as well as decreasing tingber of preferential loans covered by the appbecadf the
subsidies to their interest. Applications for prefgial loans under theRodzina na swoifmprogram will be
accepted until 31 December 2012, provided thaalired rights will be duly observed.

Class Action Lawsuits

The possibility of bringing class action lawsuitassntroduced into Polish law in July 2010. Clastoa suits
may be brought by at least ten persons whose claimsf the same type and which are based on oderut
similar factual summaries. Class action suits aedwspecifically in matters regarding claims fa gnotection
of consumers, liability for damages caused by aayniful product and on account of any acts in t8itce
claims raised by customers against banks arejngiple, often of the same type and based on theedactual
basis, the introduction of class action lawsuitsates the possibility of customers demanding thksirms
jointly (which greatly decreases the unit costenfdl services). In December 2010 a group of custefiled the
ever first class action suit in Poland against Baoksh bank.

Personal Data Protection

In light of the large number of individuals servicby banks, all the regulations concerning persaiza
protection are of particular importance to bankapgrations. Personal data may be processed exalsiv
compliance with specific regulations, while applyinechnical and organizational means that ensuee
protection of personal data, particularly from ¢isare to any unauthorized parties. Additionalhg persons
which such data relates to should have the righttess all of their personal data and to cortect i
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ANNEX E
GENERAL INFORMATION ON THE BANK

Basic Information

Name and legal form: ........cccccccevviiiiiiennnnn, Powszechna Kasa Oszdndsci Bank Polski Spotka Akcyjna
Registered office:...........cccccsvvvvvvi i ... Ul Putawska 15, 02-515 Warsaw, Poland

Telephone number: .........ccccvviiiiiiiieeeeee. (+48 22) 521 91 82

Fax number:.....cccccoevieii e (+48 22) 521 91 83

WEDSItE: ... www.pkobp.pl

Email address: .......cccoovvvveiiiiiis e ir@pkobp.pl

KRS (company registration number).......... 0000026438

REGON: ..ottt 016298263

NI e e 525-000-77-38

The Bank in the form of a joint stock company wasnfed by virtue of the Regulation of the Council of
Ministers dated 18 January 2000 on the transfoomadf Powszechna Kasa Oszdmcici — bank pastwowy

into a wholly state-owned joint stock company ofietg under the business name of Powszechna Kasa
Oszczdndsci Bank Polski Spotka Akcyjna issued under Artidié of the Banking Law. On 28 March 2000,
under the aforementioned Regulation, the act aomstoamation of the state-owned bank into a whotbtes
owned joint stock company was executed.

The Bank was entered in the commercial registeeuacdcourt decision dated 12 April 2000. On 12 2091,
the Bank was entered in the National Court Registet by the District Court for the Capital City 8farsaw,
XVI Registry Division. At present the competent igdiy court is the District Court for the CapitaltyC of
Warsaw, Xl Business Division of the National CoRegister.

The Bank has been established for an unspecifieddoef time. The Bank operates in accordance \iigh
Commercial Companies Code, the Banking Law androthkes and regulations governing banks and
commercial companies as well as the provisions®fStatute and other internal regulations.

Object of Activities
The Bank’s object of activities is set forth in ®fthe Statute.

PKO Bank Polski is a universal deposit and lendiagk providing services to individuals, legal éasit small,
medium and large enterprises as well as to statel@al government institutions and other domeatid
foreign entities. The Bank is also active in theaar of treasury and investment. The Bank may hmigign
exchange values and trade in them, carry out coyrand foreign exchange operations as well as apdrhold
accounts in foreign banks and deposit funds in @Tso

Share Capital

As of the date of the Second Supplement to the Baggpectus, the Bank’s share capital is PLN 1(Z8N000

and is divided into 1,250,000,000 shares with ainahwvalue of PLN 1 each, including 510,000,000eseA
shares, including 312,500,000 registered seriebakes and 197,500,000 bearer series A shares,060D
series B bearer shares, 385,000,000 series C bshaees and 250,000,000 series D bearer shares. The
conversion of series A shares into bearer sharéghrentransfer of these shares shall require corsgmessed

in a resolution of the Council of Ministers. Pursuto 8 6 section 2 of the Statute, the convergibm bearer
shares or transfer of series A shares upon obtasuch consent shall result in the expiration efbstrictions
provided for in the preceding sentence in respéth® shares that are subject to such conversiankiearer
shares or transfer, to the extent such consengreased.

The registered series A shares (510,000,000) igsy¢lte Bank and owned by the State Treasury wamretted

to public trading, dematerialized and registerethendepository and settlement system maintaineth&\WDS

in 2004, but they were not included in a motion &mission and introduction to trading on the ratad
market maintained by the WSE. In a resolution @&fpril 2011, the Council of Ministers granted constnthe
conversion of 197,500,000 registered series A shavened by the State Treasury into bearer sharéshwh
pursuant to §6.2 of the Statute, is necessaryngerbthose shares into bearer shares. Under tispé&utus the
Bank is requesting the admission and introductibrthe 197,500,000 series A shares referred to & th
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preceding sentence to trading on the regulated ehafithe WSE on which the series B, C and D shiasesged
by the Bank are already trading.

Furthermore, registered series A shares may beectat/into bearer shares only in the case whene hee
been dematerialized within the meaning of the Rofist of 29 July 2005 on Trading in Financial Instrents.
Series A share, series B shares, series C shateseaies D shares were registered in the deposiistem
maintained by the NDS.

The same rights and obligations are attached tcslates. None of the shares entitle the holderanto
preference, specifically as to voting rights oridénds. However, while the Statute limits the vgtights of
shareholders holding over 10% of the votes at tk@eBal Meeting, such limitation does not apply (id:
shareholders that on the date of the adoptioneofekolution of the General Meeting imposing swgtrictions
already had rights attached to shares represemtorg than 10% of the total number of votes in tla@B(the
State Treasury and BGK); (i) the holders of serfesregistered shares (the State Treasury); andl (iii
shareholders acting jointly with the shareholdeetioned in (ii) on the basis of agreements withard to the
joint exercise of the voting rights attached tdrtkbares.

Moreover, the moment the share held by the Stagéasry in the share capital of the Bank falls befiwe
percent, the voting right limitations will expire.

PKO Bank Polski Group

As of the date of the Second Supplement to the Basspectus, the Group consists of the Bank arehfibes
directly or indirectly controlled by the Bank. Tlee&roup companies support the Bank by performingssa
functions and supplementing the product range tthatBank offers. They allow the Group to providedevi
scope of services and to sell a larger number adymts as well as to solicit new clients througbsstselling.
Furthermore, some Group entities provide serviceshe Bank (such as Centrum Finansowe Putawska or
Inteligo).

The chart below presents the structure of the Gemgpthe Bank’s subordinated companies as of tteeafahe
Second Supplement to the Base Prospectus:
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PKO Bank Polski S.A.

99.5655%
[~ Kredobank S.A.
99.5655%
100%
PKO Towarzystwo Funduszy
I~ Inwestycyjnych S.A.
100%
o
PKO BP BANKOWY Powszechne 0%
|~ Towarzystwo Emerytalne S.A.
100%
100%
— Bankowy Fundusz Leasingowy S.A.
100%
: 100%
Bankowe Towarzystwo Kapitatfowe
I~ SA.
100%
100%
[ Inteligo Financial Services S.A.
100%
o
Centrum Elektronicznych Ustug 2002
|~ Ptatniczych eService S.A.
100%
o
Qualia Development Sp. z 0.0. 2002
100%
99,9885%
[ Fort Mokotéw Inwestycje Sp. z 0.0.
99,9885%
. 100%
Centrum Finansowe Putawska
[~ Sp.zo0.0. —w likwidacji’
100%
100%
[~ PKO Finance AB
100%
80.3298%
— PKO BP Finat Sp. z 0.0.
80.3298%

The other shareholder in this entity is Qualia Development Sp. 2 0.0.
on 1 July 2011 the Bank, acting as the sole shareholder of Centrum Finansowe Pufawska Sp. z 0.0.,
adopted a resolution on the latter’s dissolution and liquidation

The Bank directly holds 1 share in the entity

The remaining shareholders of PKO BP Finat Sp. z 0.0. are PKO BP BANKOWY Powszechne Towarzystwo
Emerytalne S.A. (19.6702%) and PKO Bank Polski S.A. (one share). On 8 August 2011 the Bank and the
existing shareholders of PKO BP Finat Sp. z 0.0. signed a conditional purchase agreement regarding
shares of this company. Once the conditions for the transaction stated in such agreement are satisfied,
the Bank will become the only shareholder of PKO P Finat. Sp. z 0.0.

Qualia Sp. 0.0. was registered with the relevant registry court on 25 February 2011

Formerly PKO BP Inwestycje ~ Nowy Wilanow Sp. z 0.0.- on 1 July 2011 the transformation and change of
the company’s name was entered in the National Court Register (Qualia Sp.  0.0. is the general partner).
Formerly PKO BP Inwestycje - Neptun Park Sp. z 0.0. - on 1 July 2011 the transformation of the company
and the change of its name has been entered in the National Court Register (where Qualia Sp. z o.o. s the
general partner).

. Formerly PKO BP Inwestycje ~Rezydencja FlotyllaSp. z 0.0. - on 30 June 2011 the change of its name was

entered in the National Court Register.

Formerly PKO BP Inwestycje ~Sarnia Dolina Sp. z 0.0. - on 29 June 2011 the change of its name was
entered in the National Court Register.

The general partner of the company is Qualia Sp. z 0.0.; the partnership was registered in the National
Court Register 11 March 2011

On 28 July 2011 the Extraordinary General Meeting of Shareholders of Fort Mokotdw Sp. z 0.0. adopted a
resolution on the dissolution and liquidation of this company. On 4 August 2011 the notice of the opening
of liquidation was filed with the registry court.

. The general partner of the company is Qualia Sp. z o.0.; the company was entered in the National Court

Register on 21 July 2011.

. The general partner of the company is Qualia Sp. z 0.0.; the company was entered in the National Court

Register on 29 July 2011.

. The company has been designated for sale and is disclosed in the Bank’s accounting records under non-

current assets held for sale.

49.43%
[ CENTRUM HAFFNERA Sp. z 0.0.
49.43%
41.44%
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The Bank’s Principal Subsidiaries
General information on the Bank’s principal subsidiaisgsresented below.
Kredobank S.A.

The Bank holds 99.57% of the shares in the share capikakedbbank, which entitles it to exercise 99.57% of
the votes at the general meeting of shareholders.

Name and legal form.................... Public Joint Stock Company “Kredobank”
Registered offices.......ccooceevunnnnnne, Sacharowa 78A, 79026 Lviv, Ukraine
Share capital:..............cccvvveerees s UAH 1,918,969,469.16

Principal object of the company:... Banking activity.

PKO Towarzystwo Funduszy Inwestycyjnych S.A.

The Bank holds 100% of the shares in the share capiKer TFI, which entitles it to exercise 100% of the
votes at the general meeting of shareholders.

Name and legal form.................... PKO Towarzystwo Funduszy Inwestycyjnych S.A.
Registered offices.......ccooeeeinnnnnnne, Putawska 15, 02-515 Warsaw, Poland
Share capital:...........................ee... PLN 18,000,000

Principal object of the company:... Creation and management of investment funds.

PKO BP BANKOWY Powszechne Towarzystwo Emerytalne S.A.

The Bank holds 100% of the shares in the share capiRBTBfBANKOWY, which entitles it to exercise 100%
of the votes at the general meeting of shareholders.

Name and legal form.................... PKO BP BANKOWY Powszechne Towarzystwo Emerytalne S.A.
Registered office:......ccccccovuvreennn, Putawska 15, 02-515 Warsaw, Poland
Share capital:...............cccveeeees s PLN 260,000,000

Principal object of the company:... Management of an open-end pension fund.

Bankowy Fundusz Leasingowy S.A.

The Bank holds 100% of the shares in the share capiBdmfowy Fundusz Leasingowy S.A., which entitles it
to exercise 100% of the votes at the general meetinigaoélolders.

Name and legal form.................... Bankowy Fundusz Leasingowy S.A.
Registered office:.......cccccovuvieennn, Al. Marszatka Edward&migtego-Rydza 20, 93-281 tédPoland
Share capital:................ccvveeees v, PLN 70,000,000

Principal object of the company:... Operational and financial leasing of tangible and reatesissets; the
special services provided by Bankowy Fundusz Leasingowy are:
BanCar Leasing (leasing of cars), BanMasz Leasingiligad
construction equipment and building machinery) and Bankowy
Wynajem (long-term lease of cars and car fleet managieme

Bankowe Towarzystwo Kapitalowe S.A.

The Bank holds 100% of the shares in the share capitBaokowe Towarzystwo Kapitatowe S.A., which
entitles it to exercise 100% of the votes at the generafingeof shareholders.

Name and legal form.................... Bankowe Towarzystwo Kapitatowe S.A.

Registered office:......ccccccvvuiveennn, Bitwy Warszawskiej 1920 r. 7, 02-366 Warsaw, Poland
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Share capital:...............cccvvveers s PLN 24,243,900

Principal object of the company:... Rendering services in favor of other Group entities, inalgigiayroll,
human resources and accounting services; factoring sertficough its
subsidiary, PKO BP Faktoring S.A.

Inteligo Financial Services S.A.

The Bank holds 100% of the shares in the share capital dfjmtelhich entitles it to exercise 100% of the votes
at the general meeting of shareholders.

Name and legal form.................... Inteligo Financial Services S.A.
Registered office:......ccccccovuvveennn, Al. Armii Ludowej 26, 00-609 Warsaw, Poland
Share capital:.......................... . PLN 99,528,069

Principal object of the company:... Electronic banking services; the company creates aoptatfor the
development of PKO Bank Polski's e-services, includimggervice
of bank accounts and the sale of other products via ititezac
communication channels.

Centrum Elektronicznych Ustug Pfatniczych eServicéS.

The Bank holds 100% of the shares in the share capi@EUP eService, which entitles it to exercise 100% of
the votes at the general meeting of shareholders.

Name and legal form.................... Centrum Elektronicznych Ustug Ptatniczych eService. S.A
Registered office:......ccccccovvuvreennn, Jana Olbrachta 94, 01-102 Warsaw, Poland
Share capital:................ccevveeees s, PLN 56,000,000

Principal object of the company:... Processing of information regarding payment transactibnstail and
service outlets and management of the debit and credit ca
acceptance network, development and implementation ofi @i
services offered on the basis of POS terminals.

Qualia Development Sp. z 0.0.

The Bank holds 100% of the shares in the share capiQuafia Development Sp. z o0.0., which entitles it to
exercise 100% of the votes at the meeting of shareholders.

Name and legal form.................... Qualia Development Sp. z o.0.
Registered offices.......ccooeeeinnnnnnne, Mokotowska 1, 00-640 Warsaw, Poland
Share capital:...............ccccveeeees s PLN 4,500,000

Principal object of the company:... Construction and real estate development activity.

Fort Mokotéw Inwestycje Sp. z o.0.

The Bank holds 99.99% of the shares in the share capiaroMokotow Inwestycje Sp. z 0.0., which entitles it
to exercise 99.99% of the votes at the meeting of sharehol@iees remaining shares in Fort Mokotow
Inwestycje Sp. z 0.0. are held by Qualia Development $po.

Name and legal form.................... Fort Mokotow Inwestycje Sp. z o.0.
Registered office:......ccccccovvuireennn, Mokotowska 1, 00-640 Warsaw, Poland
Share capital:...............cccvvveers s PLN 43,551,000

Principal object of the company:... Development of mixed residential and office projectsiiy centre of
Warsaw.
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Centrum Finansowe Putawska Sp. z 0.0.

The Bank holds 100% of the shares in the share capit@enfrum Finansowe Putawska, which entitles it to
exercise 100% of the votes at the meeting of shareflsold@m 1 July 2011 the Bank, acting as the sole
shareholder of Centrum Finansowe Putawska, adopted a fesadutits dissolution and liquidation. The reason
behind the liquidation of Centrum Finansowe Putawska is toceedosts and streamline the structure of the
Group.

Name and legal form.................... Centrum Finansowe Putawska Sp. z o.0.
Registered offices.......ccocceernnnnnne, Putawska 15, 02-515 Warsaw, Poland
Share capital:...............cccceevees s PLN 117,808,000

Principal object of the company:... Management of the building “Centrum Finansowe Putawska” at
Putawska 15 in Warsaw.

PKO Finance AB (publ)

The Bank holds 100% of the shares in the share capital dPKi@ Finance AB (publ), which entitles it to
exercise 100% of the votes at the meeting of shareholders.

Name and legal form.................... PKO Finance AB (publ)

Registered office:......ccccccoviuiveennn, c/o AB 1909 Corporate Services, Norrlandsgatan 18, 11143
Stockholm, Sweden

Share capital:...............cccvveevees s EUR 55,474 (until 31 December 2010: SEK 500,000)

Principal object of the company:... Special purpose vehicle established in order to raisésffor Bank
deriving from the issue of bonds. The first tranche obitveds (in
EUR) under the program was issued on 12 October 2010. The second
tranche of the bonds (in CHF) under the program was issu@duly
2011.

Significant affiliates of the Bank
General information on the Bank’s significant affiliat®ank Pocztowy S.A. — is presented below.

The Bank holds 25% plus one share in the share capital of BazioRy S.A., which entitles it to exercise 25%
plus one vote at the general meeting.

Name and legal form.................... Bank Pocztowy S.A.
Registered offices.......ccooceviunnnnnne, Jagiellaiska 17, 85-959 Bydgoszcz, Poland
Share capital:...............ccccvvveers v PLN 97,290,400

Principal object of the company:... Banking activity.
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ANNEX F
MANAGEMENT AND CORPORATE GOVERNANCE

In accordance with the Commercial Companies Code and tHengdraw, the Bank is managed and supervised
by the Management Board and the Supervisory Board. The destriptithe Management Board and the
Supervisory Board herein has been prepared based orothmécial Companies Code, the Banking Law, the
Statute and the By-Laws of the Management Board and Supgnismard as of the date of the Second
Supplement to the Base Prospectus.

Management Board
The governing body of the Bank is the Management Board.
Composition

Pursuant to the Statute, the Management Board consifiieeefto nine members, including the president of the
Management Board, the vice-president of the Management Boaatterdnembers.

Members of the Management Board are appointed for atfmiee-year term. The Supervisory Board appoints
and dismisses, by secret vote, the president of the ManagBoanmt, and at the request of the president of the
Management Board, the vice-presidents of the ManageBeatd and other members of the Management
Board. A member of the Management Board may be dism@dgdor an important reason. The appointment of
two members of the Management Board, including the presidehe dlanagement Board, requires the consent
of the PFSA. The Supervisory Board applies to the PFSAdiasent for the appointment of the two members,
including the president of the Management Board. Furtherntbe Supervisory Board notifies the PFSA about
the composition of the Management Board and any changesotivaraediately after an appointment or change
to its composition. The Supervisory Board also informs tHeAPkhich members of the Management Board are
specifically responsible for the management of credkt and the internal audit unit. Currently, the consent of
the PFSA for the performance of the functions of the Mdangent Board has been granted to the president of the
Management Board, Zbigniew Jagielto and the vice presidettieoManagement Board responsible for risk
management and debt recovery, Andrzej Kotatkowski.

The Supervisory Board has the right to suspend, for imporéasions, either all or selected members of the
Management Board from the performance of their duties, ayddelagate authority, for up to three months, to
the members of the Supervisory Board to temporarily perfoienduties of the members of the Management
Board who were dismissed, have resigned or are unabd¢hfer reasons to perform their duties.

A member of the Management Board may also be dismissesisprended from his duties by virtue of a
resolution of the General Meeting.

Powers of the Management Board

The Management Board manages the Bank's affairs andsesps the Bank. The authority of the Management
Board include all matters not reserved by the provisidiigw or the Statute for the authority of other governing
bodies of the Bank.

Resolutions of the Management Board shall be requiredlifonatters that go beyond the scope of the ordinary
activities of the Bank. The Management Board shall adegatlutions, in particular to: (i) define the strate@ly o
the Bank, taking into consideration the risk involved in thiévities of the Bank as well as the principles of
prudential and stable management of the Bank; (ii) défieeannual financial plans, including the conditions of
their implementation; (iii) adopt organizational regulations dr& principles of the division of authority; (iv)
create and close permanent committees of the Bank and deé&imeauthority; (v) adopt the by-laws of the
Management Board; (vi) adopt regulations concerning tiaeagement of special funds created from net profits;
(vii) set the dates of dividend payments within the deaslliget by the General Meeting; (viii) appoint
commercial proxies; (ix) define banking products and other ban&imd) financial services; (x) define the
principles of participation of the Bank in companies attteoorganizations, taking into account § 15 section
1.12.c of the Statute; (xi) define systems for effectiisk management, internal control and estimating the
Bank’s internal capital; (xii) define the principles afuthctions of the internal audit system and the annual
internal audit plans; and (xiii) create, transform andadl&s organizational units of the Bank in Poland and
abroad.

The Commercial Companies Code prohibits the General Meatnugthe Supervisory Board from issuing
binding instructions to the Management Board as to the cordthe Bank's affairs. Furthermore, Management
and Supervisory Board members are liable to the Bank foada caused through negligence or an action which
is against the law or in breach of the Statute.
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Powers of the President of the Management Board

The powers of the president of the Management Board iaclspecifically: (i) managing the work of the
Management Board; (ii) convening and presiding over meetifighe Management Board; (iii) presenting the
position of the Management Board to the governing bodies ofBdmk and in external relations; (iv)
determining the assignment of the individual areas of th&’Bamperations to the members of the Management
Board; (v) ensuring implementation of the resolutions efltanagement Board; (vi) issuing instructions; (vii)
presenting motions to the Supervisory Board for the aypmeint and dismissal of the vice-presidents and other
members of the Management Board; and (viii) making dewsioncerning the staffing of the positions reserved
for his competence.

In particular the president of the Management Board is resperisibihe matters related to supervision over the
functions supporting the operation of the Bank’s governing badidshe matters related to supervision over the
functions supporting the operation of the standing committééiseoBank and the matters related to internal
audits, communication and promotion and legal matters.

During the absence of the president of the Management Boardutieés will be fulfilled by a member of the
Management Board appointed by the president of the Manag&oerd.

Functioning

The Management Board operates under its by-laws adopted Bsolution and approved by the Supervisory
Board.

The Management Board makes decisions by way of resaduti®aesolutions of the Management Board are
passed by an absolute majority of votes cast by thesept at the meeting of the Management Board, except
for a resolution on appointing a commercial proxy, which meguall members of the Management Board to vote
in favor of the resolution. In case of a tie, the presidéttie Management Board casts the deciding vote.

Representations on behalf of the Bank are made by: (i) the@dpreé of the Management Board acting
individually; (i) two members of the Management Boating jointly, or one member of the Management
Board acting jointly with a commercial proxy; or (iii) atheys acting individually or jointly, to the extent of the
power of attorney granted.

Members of the Management Board

As of the date of the Second Supplement to the Base Prosptauslanagement Board consists of seven
members.

The table below presents a list of the members ofMaeagement Board, their age, position, the date their
current term began and the expiration date of their suteem of office.

Expiration of term of

Name Age Position Date the current term began office
Zbigniew Jagielto a7 President of the 30 June 2011 30 June 2014
Management Board
Piotr Alicki 47 Vice-President of the 30 June 2011 30 June 2014

Management Board in
charge of IT and
Services

Bartosz Drabikowski 41 Vice-President of the 30 June 2011 30 June 2014
Management Board in
charge of Finance and
Accounting

Andrzej Kofatkowski 54 Vice-President of the 30 June 2011 30 June 2014
Management Board in
charge of Risk and Debt
Recovery

Jarostaw Myjak 56 Vice-President of the 30 June 2011 30 June 2014
Management Board in
charge of Corporate
Banking

Jacek Olgkowski 46 Vice-President of the 30 June 2011 30 June 2014
Management Board in
charge of Retail Banking

Jakub Papierski 39 Vice-President of the 30 June 2011 30 June 2014
Management Board in
charge of Investment
Banking
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A brief description of the qualifications and professi@xperience of the members of the Management Board is
presented below.

Zbigniew JagieHo

Zbigniew Jagietto graduated from the Faculty of InformatiTechnology and Management of Wroctaw
University of Technology and completed post-graduate studiganized byGdaiska Fundacja Ksztatcenia
Menederdéw (Gdaisk Foundation for Education of Managers) and the Univeo$itgdaisk where he obtained
an Executive MBA title certified by the Rotterdam SchobManagement, Erasmus University. From 1995 he
was engaged with Pioneer Pierwsze Polskie Towarzystwo Funthwsestycyjnych S.A. and was subsequently
one of the co-founders of PKO/Credit Suisse TFI S.A. Iy 2000 he took the position of the president of the
management board of Pioneer Pekao TFI S.A. Since 2@0%eld the position of the president of the
management board of Pioneer Pekao Investment Management A years 1991-1994, he served as director
general and president of the management board of Rev@ptiz 0.0. In the global structure of Pioneer
Investments, he had the function of the Head of Disiobuin CEE. He headed the Board of the Chamber of
Funds and Assets Managers. Zbigniew Jagietto has atspawearded by the President of the Republic of Poland
with a Bachelor's Cross of the Order of the Revival ofaRdland awarded with a Social Solidarity Medal for
promoting the idea of corporate social responsibility.

Piotr Alicki

Piotr Alicki is a graduate of the Mathematics and Rtg/Siaculty of Adam Mickiewicz University in Poznadle

has a many years experience in IT projects management ibatiléeng area. In 1990-1998, he worked for
Pomorski Bank Kredytowy S.A. in Szczecin in the InforimaiScience Department — since 1997 as its Director,
where he was responsible for the design, development, impiletioem and operation of the bank’s transaction
systems. In 1999-2010, he worked for Pekao S.A. — atd#rghe vice-director and then the director of the IT
Systems Maintenance and Development Department, and doeirigst five years he managed the Information
Technology Department. He was responsible, among otherthdagxecution of the IT merger of four banks
(Pekao S.A., PBKS S.A,, BDK S.A. and PBG S.A.), he@lemented the Integrated Information System and
managed the IT business analyses area in Pekao S.Asdélenahaged the IT integration and migration from
BPH S.A. systems to Pekao S.A. systems and participatbe work of the team responsible for the preparation
of the entire integration process. In 1999-2010, Piotckhlparticipated in the works of the Polish Banks
Association: in its Steering Committee for the Developmef Bank Infrastructure, the Payments System
Committee, the Problem Committee for Banking and the Béné&ncial Services and the Electronic Banking
Council. Since 2000 he has been a member of the SupervisoryilCaluKtajowa lzba Rozliczeniowa S.A.
(National Clearing Chamber), and since 2005 to 2010 he has IseBregident. In the years 2002-2010, he
represented Pekao S.A. in the Payments System Councdtiogeunder the auspices of the National Bank of
Poland (NBP). He also served on the Supervisory@oaf companies belonging to the Bank Pekao S.A. Group.
He was awarded a distinction by the Chairman of NBR S$&yvices for the Banking System of the Republic of
Poland” and he is the winner of the “IT Leader 1997” comipetit

Bartosz Drabikowski

Bartosz Drabikowski graduated from the Technical University6dz, the Polish National School of Public
Administration, the Warsaw School of Economics, the Rdlistitute of International Affairs and the Executive
MBA Program at the University of Illinois at UrbanaGhampaign. He attended numerous academic training
programs, including at Deutsche Bundesbank, Deutsche BdBseD&utsche Ausgleichsbank, Rheinische
Hypothekenbank, the European Commission and the Internakitamadtary Fund.

He received a scholarship from the German Marshall FunchefUnited States. In 1998 he started his
professional career at the Ministry of Finance, whengil(B005) he held the positions of advisor to the Minister,
deputy director and director of the Financial Instituti@repartment, respectively. In the years 2006-2008, he
served as a Member of the Management Board of the Nat@eaking House. Moreover, he served as a
member of the Commission for Banking Supervision (2004-2006@mber of the Polish Securities and
Exchange Commission (2004-2005), deputy member of the PaymeeiSBoard at the National Bank of
Poland S.A. (2002-2005), member of the supervisory boatftedlational Depository for Securities S.A. (2002-
2004), member of the Board of the Bank Guarantee FW@#4¢2007) and member of the Supervisory Board of
the Polish Security Printing Works (1998-2006). In the y@&@3-2005 he also served as a member of some
institutions of the European Union, including the Finan&arvices Committee, the European Banking
Committee and the European Securities Committee.

Andrzej Kotatkowski

Andrzej Kotatkowski graduated with an overall very good grixdm the Faculty of Finance and Statistics of the
Main School of Planning and Statistics (current nameWhesaw School of Economics), where he specialized
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in econometrics. From 1988 to 1989 Andrzej Kotatkowski worketthénPlanning Committee at the Council of
Ministers. Between 1980 and 1988 he worked in the ChemicastrydEconomics Institutdr(stytut Ekonomiki
Przemystu Chemicznegand the National Economy Institutegtytut Gospodarki NarodowejBetween 1989
and 1992 he worked as a director of the Financial P@iegartment in the Ministry of Finance. During this
period he co-organized the first issues of the treagayrigies. Between 1992 and 1998 he was a member of the
management board of Bank Handlowy w Warszawie S.A. Baivl®98 and 2001 Andrzej Kotatkowski served
as president of the management board of Towarzystwo Fundusegtircyjnych Banku Handlowego S.A. (the
investment funds association of Bank Handlowy S.Byring this period Andrzej Kotatkowski also held the
position of president of the Polish Association of Investnfamds Gtowarzyszenie Towarzystw Funduszy
Inwestycyjnych w PolsteBetween 2002 and 2003 Andrzej Kotatkowski served as presitidre management
board of Bank Wspotpracy Europejskiej S.A. Since 2003 he hasvbarking in the Bank as the director of the
Credit Risk Assessment Department, and from 2009 to 201bhetvas the managing director of the Banking
Risk Division and served as the managing director of trstr&kturing and Debt Recovery Division.

Jarostaw Myjak

Jarostaw Myjak graduated from the Faculty of Americand®s (1978) and from the Faculty of Law and
Administration (1981) at Adam Mickiewicz University in B@i. He also studied Economics at the University
of Toronto. Jarostaw Myjak has also completed post-gradusnagement programs: C.E.D.E.P./General
Management Program (1998-1999), Fontainebleau (1997-1999), Leadersthie Future at Columbia Business
School, the University of Columbia, New York (2002-2003).\Weked as a legal adviser for the law offices of
Altheimer & Gray and Dewey & LeBoeuf and is a memberthed Warsaw Bar Council and the Warsaw
Chamber of Legal Advisers. He was responsible for @staby and developing the Commercial Union Group in
Poland and Lithuania. He served in the following capacitithe Commercial Union Poland Group: in the years
1994-1998 as member of the management board, vice-presideatroattagement board, first vice-president of
the management board and, finally, president of the managebwamt of Commercial Union Polska
Towarzystwo Ubezpieciena Zycie SA. In the years 1996-2000 he served as a membée ahanagement
board and as first vice-president of the management lmfa@bmmercial Union Polska Spotka z o.0. In the
years 1997-1998 Jarostaw Myjak served as first vice-pneisafehe management board, and in the years 2001-
2004 as president of the Management Board. Simultaneoushg jrears 1998-2004, he served as a member and
chairman of the supervisory boards of companies from the Cosimh&nion Group in Poland and Lithuania,
such as CU PTE, CU TFI, Asset Management, Transfer tAgeth CU Lithuania. Moreover, he served as a
member of the supervisory board and the Strategic Comnuftdgank Handlowy w Warszawie S.A., the
supervisory board of B&S.A. and was the chairman of the supervisory boardK@ BP Finat Sp. z 0.0., as
well as the vice-chairman of the supervisory board of PZtie S.A. (which is a counterparty to the Bank).
Currently, he is the chairman of the supervisory board afkBwy Fundusz Leasingowy and of PKO BP
Faktoring S.A. In 2006 and since 2008 he has been the Vicel@mesf the Management Board in charge of
corporate banking. He was a member of the Polish Buskessdtable and Vice-President of PIU and PKPP
“Lewiatan”. He was also the “Manager of the Year 2002” wad awarded the “Golden Cross of Merit of the
Republic of Poland”.

Jacek Ohtkowski

Jacek Olgkowski graduated from the Higher School of Pedagogyz8&4 Szkota Pedagogiczna) in Olsztyn,
specializing in history and diplomacy. He completed a bemge course and also graduated from the University
of Navara — AMP. He started his professional careBoatszechny Bank Gospodarczy S.A. in 1991 and worked
there until 1998, initially as a trainee and, following severanmmtions, as a director of the network
management department. In the years 1998-2007 he workee Baitk as the director of the Retail Banking
Division, director of the Marketing and Sales Departineaacting director of the Office for Servicing
Compensation Payments and most recently as managingodicddhe Network Division. Between December
2000 and June 2002 he acted as the director responsildepiervision of the business aspects of implementing
the central IT platform at the Bank. Until 2004, JaGddckowski was the President of the supervisory board of
Kredobank. Between 2002 and 2007, he was a Vice-Presiflehe Management Board responsible for the
retail market area and marketing. He was also trer@an of the Bank's Credit Committee, a member of the
council of directors of VISA EUROPE and was responsibletlie acquisition of Inteligo by the Bank. From
2007, Jacek Obkowski was the President of the management board of Domarét B.A. and between 2009
and 2011, following the merger, in BNP Paribas/Fortis BRokska S.A. he was the Vice-President of the
management board responsible for the division of servicind smi@rprises and individual clients.

Jakub Papierski

Jakub Papierski is a graduate of the Warsaw Schoataidiics and a holder of a Chartered Financial Analyst
(CFA) license. He commenced his professional care@®93 in Pro-Invest International, a consulting company.
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In 1995-1996, he worked for ProCapital Brokerage House an@gudstly for Creditanstalt Investment Bank.
In March 1996, he started working for Deutsche Morgan Grehie#utsche Bank Research dealing with the
banking sector in CEE. From November 2001 to September 20@®8rked for Bank Pekao S.A. as executive
director of the Financial Division directly supervising firancial and fiscal policy of the bank, the managderia
information systems, as well as the treasury and maregeaf investment portfolios; moreover, he was a
member of the Asset and Liability Management Committeghe Bank. He accepted the position of the
president of the management board of Centralny Dom M&kl®ekao S.A. in October 2003. In September
2006, he also took the position of deputy chairman of the gigpey board of Pioneer Pekao TFI S.A. Since
May 2009 Jakub Papierski served as acting president of thegeraent board of Allianz Bank Polska S.A. and
in October 2009 was appointed the president of the managementdb@dlidnz Bank Polska S.A. From 2005
to 2009, Jakub Papierski was chairman of the Program Coahdhie Capital Market Leaders Academy
(Akademia Liderow Rynku Kapitatowego) established at thgtdw Paga Foundation; at present, he is a member
of the Academy’s Program Council.

The business address of all the Management Board mensbdéteviszechna Kasa Oszdacsci Bank Polski
Spotka Akcyjna, ul. Putawska 15, 02-515 Warszawa, Poland.

Supervisory Board
The Supervisory Board exercises regular supervision beeBank’s operations.
Composition

In accordance with the Statute, the Supervisory Boarsists of five to thirteen members appointed for a joint
three-year term. Pursuant to § 11, section 1 of theut8tathe number of members of the Supervisory Board
should be set by the Eligible Shareholder, including when a mfwtiche election of the Supervisory Board by
voting in separate groups is presented, in which ¢eserfembers of the Supervisory Board should be elected.

Members of the Supervisory Board are appointed and disthisg the General Meeting. The detailed rules for
appointing candidates to the Supervisory Board and the elesftibe members of the Supervisory Board are set
forth in 8 11 of the Statute. The Chairman and the De@hgirman of the Supervisory Board shall be appointed
by the Eligible Shareholder from among the elected mesnbiethe Supervisory Board, including in the case
where the Supervisory Board is elected by voting through sepgratips. The Supervisory Board may elect a
Secretary from among its members.

Powers

The Supervisory Board exercises regular supervision over the Bapkrations in all areas of its activity. The
responsibilities of the Supervisory Board include an assm#s of the Management Board report on the
operations of the Bank and an assessment of the financiahetageof the Bank for the previous financial year
with regard to their compliance with the books of accondt@her documents, as well as their actual status. The
Supervisory Board is also responsible for an assessshdére Management Board motions on the distribution of
profit or coverage of loss and the submission to the GeMaeting of an annual written report on the results of
such assessment. The Supervisory Board represents thkarBagreements and disputes with members of the
Management Board, unless these powers are entrusted to aneaitefact appointed by a resolution of the
General Meeting.

Pursuant to the Statute, the powers of the Supervisory Bdswdnclude, in addition to the powers and duties
provided for in the applicable laws and the provisions of Stegute, the adoption of resolutions related in
particular to the following matters: (i) approving the stgytof the Bank adopted by the Management Board,; (ii)
approving the Bank’'s general risk level; (iii) approving the ahfinancial plan adopted by the Management
Board; (iv) appointing an entity to audit or reviewe tbonsolidated and individual financial statements of the
Bank; (v) adopting the Rules and Regulations of the Supervisory Begrddopting the regulations that set out
the principles of granting credit facilities, loansnkaguarantees and sureties to members of the Management
Board or the Supervisory Board and persons holding managesdions at the Bank, as well as to entities
linked by participation or control with members of therldgement Board or the Supervisory Board and persons
holding managerial positions at the Bank, in accordantie Avticle 79a of the Banking Law; (vii) adopting the
by-laws concerning the use of the reserves; (viii) appaingénd dismissing the president of the Management
Board by secret vote; (ix) appointing and dismissing loyetevote the vice-presidents and other members of the
Management Board upon a motion of the president of the Managd®vard; (x) suspending, for important
reasons, all of or selected members of the ManageBwart in the performance of their duties, and delegating
members of the Supervisory Board, for up to three motthtemporarily perform the duties of the members of
the Management Board who were dismissed, resigned amaitge, for other reasons, to perform their duties;
(xi) granting consent to opening or closing branches abi@é) approving the rules and regulations adopted by
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the Management Board and concerning the Management Boambatiegement of special funds created from
net profits, and the organization of the Bank, as weltegslutions concerning the principles of information

policy regarding capital adequacy, the principles of caanpke risk management policy, the principles of
operational risk management, estimates of the internatataphanagement and capital planning and the
principles of functioning of the internal audit systemiii approving the periodical reports of the Management
Board on risk management, capital adequacy and the internabgsigiim; and (xiv) applying to the PFSA for its

consent to appoint two members of the Management Baeldding the president of the Management Board.

In addition, the Supervisory Board grants its consenixdhe acquisition and disposal of fixed assets with
value exceeding one-tenth of the equity of the BanKueiug real property and rights of perpetual usufruct; (i)
except for the acts referred to in § 9 section 1.5 of thw®, the acquisition and disposal of real property, an
interest in real property or the right of perpetual ustfror their encumbrance with a limited property right o
making it available for use by a third party, if theueabf the real property or the right that is the subjesuoh

act exceeds one- fiftieth of the share capital of the Bamg&h consent is not required if the acquisition of real
property, an interest in real property or a right of perpetigafruct takes place as a part of enforcement,
bankruptcy or arrangement proceedings or any other agreemith a debtor of the Bank, as well as in the event
of legal transactions concerning the real propertyghts acquired by the Bank in the manner described above;
in such cases the Management Board shall only be redairextify the Supervisory Board of the performed act;
(i) the establishment of a company, the subscriptionoiothe acquisition of shares, bonds convertible into
shares or other instruments entitling it to acquire bsetibe for shares if the financial commitment of the Bank
resulting from such act exceeds one-tenth of the equity oB#imk; (iv) any transaction to be entered into
between the Bank and an affiliated entity if the value ohgwnsaction exceeds one-tenth of the share capital,
except for typical and routine transactions concluded oarars length basis between affiliated entities when
the nature and terms of such transactions are determindtiebgurrent operations of the Bank; (v) the
performance of any act by the Bank as a result of witielrstm of receivables of the Bank and the off-balance
sheet commitments exposed to the risk of a state-ovegad person or a company with the State Treasury as the
majority shareholder and entities linked by participatiorcamtrol with such legal person or company would
exceed 5% of the equity of the Bank.

Functioning

The Supervisory Board operates under the Rules and Regslaif the Supervisory Board which have been
approved by the General Meeting.

Meetings are convened when necessary, however at leestaoquarter. The Supervisory Board shall adopt
resolutions in an open vote. A secret vote shall be ordengersonnel matters and at the request of at least one
member of the Supervisory Board. The Supervisory Board tagsutions by an absolute majority of votes
when at least half of the members of the Supervisory Baargrasent, including the Chairman or the Deputy
Chairman of the Supervisory Board, except for resolutions om#iters referred to in 8 15 section 1 items 1-3,
5, 7-9 and 12 of the Statute, for which, except for the above ou@rgualified majority of votes of two thirds is
required. The members of the Supervisory Board whaa@meerned by the matter that is subject to the vote shall
be excluded from the vote.

Committees of the Supervisory Board

In accordance with the Statute, the Supervisory Boaabksies the Supervisory Board Audit Committee and
may establish other permanent committees, the memberkidf whall perform their functions as members of
the Supervisory Board delegated to perform the specific gispey functions at the Bank. The detailed scope of
activity of the given committee shall be set forthhe tules adopted by the Supervisory Board. In accordance
with the Rules and Regulations of the Supervisory Boael Supervisory Board may in particular establish the
remuneration committee.

Ordinary committee meetings are convened by the chaimmha given committee either on his own initiative or
at the request of a committee member or the ChairmaheofSupervisory Board. Extraordinary committee
meetings are convened by the Chairman of the Supervisory Bitaed on his own initiative or at the request of
a member of the Supervisory Board or a member ofdmeagement Board.

As of the date of the Second Supplement to the Base Prosp#etuSupervisory Board Audit Committee
operated within the scope of the Supervisory Board.

The Supervisory Board Audit Committee was established@rNovember 2006 under resolutions of the
Supervisory Board in order to perform regular supervision the financial audit of the Bank and the Group.
The duties of this committee include, in particular:
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. monitoring the process of financial reporting, including teeiew of interim and annual financial
statements of the Bank and the Group (stand-alone andliciated);

. monitoring the efficiency of the systems of internal colntmternal audit and risk management, in
particular:

- assessment of the Bank’s activities related to the mmgteation of the management system,
including risk management and internal control and assegsof its adequacy and efficiency,
among others, by means of:

= opining on resolutions of the Management Board of thekBa be approved by the
Supervisory Board on the prudent and stable managemehe dank and on the
acceptable level of risk in particular areas of thekBaaperations;

= opining on resolutions of the Management Board of thekBa be approved by the
Supervisory Board on risk management, capital adequacy and theaintentrol
system;

= opining on periodic reports on risk management, capital adgogaiad the internal
control system submitted to the Supervisory Board

] assessing the Bank’s activities aimed at risk mitigatloough property insurance
and civil liability insurance for members of the Bank'svgrning bodies and its
proxies;

- cooperation with an internal auditor, including:

] opining on plans related to internal audits in the Bank andéhthenal regulations of
the Internal Audit Department;

= performing a periodic review of the execution of the inteanait plan, ad-hoc audits
and evaluating activities of the Internal Audit Departmiarlight of the resources at
its disposal;

] opining, for the benefit of the Supervisory Board, on matifur the appointment and

dismissal of the head of the Internal Audit Department;
. monitoring the execution of financial audit activities, intgatar by means of:

- recommending to the Supervisory Board a registered aachpany to perform a financial
audit of the Bank, proposing the remuneration for such audit coympad supervising and
evaluating the work performed by the audit company;

- examining written information submitted by the registieaeidit company concerning relevant
issues regarding the financial audit, including, inipafar, information concerning material
irregularities in the Bank’s internal control systentegards financial reporting;

. monitoring the independence of a registered auditor andisteegl audit company with respect to the
services referred to in par. 48, clause 2 of the Amdl&@ May 2009 on registered auditors and their
self-government, registered audit companies and on publicrésipa (the ‘Auditors Act”), in
particular through obtaining:

- statements confirming the independence of a registered @ardjgany and the independence
of the registered auditors conducting the financialtaactivities; and

- information on the services referred to in par. 48, clauskte Auditors Act provided to the
Bank.

As of the date of the Second Supplement to the Base Prosfgieettamposition of the Supervisory Board Audit
Committee was as follows: Mirostaw Czekaj (Chairmanhef Committee), Jan Bossak (Vice-Chairman of the
Committee) and Ewa Miklaszewska (member of the Cotes)it

As of the date of the Second Supplement to the Base Ptospéwere are three members of the Supervisory
Board Audit Committee, all of whom satisfy the requireraesdt forth in Article 86, section 4 of the Auditors
Act. The Chairman of the Audit Committee, Mirostaw Czekajaccordance with the relevant declaration, also
holds qualifications in accounting and auditing.
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Members of the Supervisory Board

As of the date of the Second Supplement to the Base Ptaspélte Supervisory Board consists of nine
members.

The current term of office of the Supervisory Board memicemmenced on 30 June 2011. Their appointments
(terms of office) expire at the latest on the ddtthe General Meeting that approves the financial statesrfer
the financial year ended 31 December 2013.

The table below presents a list of the current membettsecBupervisory Board, their age and position, the date
their current term began and the expiration date of theirruleem of office.

Expiration of term of

Name Age Position Date the current term began office

Cezary Banasski 57 Chairman of the 30 June 2011 30 June 2014
Supervisory Board

Tomasz Zganiacz 46 Deputy Chairman of the 30 June 2011 30 June 2014
Supervisory Board

Jan Bossak 65 Member of the 30 June 2011 30 June 2014
Supervisory Board

Mirostaw Czekaj 48 Secretary of the 30 June 2011 (the Secretary 30 June 2014
Supervisory Board from 6 July 2011)

Krzysztof Kilian 52 Member of the 30 June 2011 30 June 2014
Supervisory Board

Piotr Marczak 46 Member of the 30 June 2011 30 June 2014
Supervisory Board

Ewa Miklaszewska 55 Member of the 30 June 2011 30 June 2014
Supervisory Board

Marek Mroczkowski 55 Member of the 30 June 2011 30 June 2014
Supervisory Board

Ryszard Wierzba 69 Member of the 30 June 2011 30 June 2014

Supervisory Board

A brief description of the qualifications and professionaqlezience of the current members of the Supervisory
Board is presented below.

Cezary Banagiski

Cezary Banasiki graduated from the University of Warsaw from theuRy of Management in 1977 and the
Faculty of Law and Administration in 1980 and earned a Magdegree in Management & Organization and in
Law. Moreover, in 1987 he was awarded a PhD by the UniyedditWarsaw, the Faculty of Law and
Administration, where he has been a member of the acadtafiicince 1980. In the years 1999-2001, he held
the position of the undersecretary of state at the OffitkeoCommittee for European Integration and from 2001
to 2006 he was the president of the Office of Competitioh Consumer Protection. Moreover, from 2005 to
2006 he was a member of the Securities and Exchange CdaonmiésCoordination Committee for Financial
Conglomerates and of the Insurance and Pension Fund Supe@@@argission.

The business address of Cezary Barsdsiis Uniwersytet Warszawski, ul. Krakowskie Przedmie 26/28, 00-
927 Warsaw, Poland.

Tomasz Zganiacz

Tomasz Zganiacz graduated from the Warsaw University ahi@ogy, the Faculty of Automotive and

Construction Machinery Engineering (earning in 1989 a Magiitgree in Mechanical Engineering) and the
Mechanical Faculty of Technology and Automation (in 1991 earnidagister degree in Engineering of

Industrial Organization). Moreover, in 1993 he obtainedssstet of Science in Business (equivalent to an MBA)
degree from the Business School (joint venture of the Watdawersity of Technology, London Business

School, HEC School of Management Paris and the Norwegian ISaffodcconomics and Business

Administration).

From 1991 to 1998, he was a member of the academic andnigathif of the Institute of Production Systems
Organization at the Warsaw University of Technology. l® avorked as an assistant of the President of the
Management Board of Mesat S.A. (1991-1992), Chief Executifiegdfat Aster City S.A. (1994), Manager of
the Loans Department in Société Générale Succursale de ¥af$895-1996) and assistant of the President of
the Management Board in Eurofund Management Polska Sp. zFmm 1999 to 2006, he worked for
7bulls.com S.A. and held the following positions: Rese&dbevelopment Director (1999), Chief Financial
Officer (2001-2002) and Financial Advisor of the Managentoard (2002-2006). From 1999, he worked for
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Pekpol S.A. where he held the position of Chief Financiffic& (1999-2002), Vice-President of the
Management Board — Chief Financial Officer (2002-2003) anddaiar — Chief Financial Officer of Pekpol
S.A. in liquidation (2003). From 2004 to 2006 he was a Membé¢heoManagement Board of Arksteel S.A.
(until 31 December 2003 — Pekpol S.A.). From 2003 to 2006 he wasdiquidator of Pekpol-bis S.A. (on 8
June 2006 the general meeting of Pekpol-bis S.A. adopted huti@soon reversing the decision on the
liquidation of the company) and from 2006 to 2009 he was thsident of the Management Board of Triton
Development S.A. (formerly 7bulls.com S.A.). Since 2a@has worked for the Ministry of the State Treasury,
currently as the Head of the Capital Markets Department.

The business address of Tomasz Zganiacz is Ministerskah$ Pastwa, ul. Krucza 36/Wspdlna 6, 00-522
Warsaw, Poland.

Jan Bossak

Jan Bossak graduated from the Faculty of Foreign Triatlee dain School of Planning and Statistics in Warsaw
(now the Warsaw School of Economics), earning a Magdsgree in Economics in 1968. He was awarded a
scholarship from the government of Japan and took his Pbubse at the University of Osaka in the years
1972-1974. In 1975, he was awarded a PhD in International EcorRatétions, and in 1984 he obtained a
habilitation at the Faculty of Foreign Trade at the Main 8tbbPlanning and Statistics. In order to improve his
occupational qualifications he has taken part in numeroasde and management training programs. In 1992,
Jan Bossak started work as Professor of Economite &varsaw School of Economics. In 1991-1992, he acted
as Chairman of the Polish-American Enterprise Fund. Moredvem 1994 to 1996 he was Chairman of
Hevelius Management International Sp. z 0.0. and from 1895997 he acted as President of the Second
National Investment Fund S.A. From 1999 to 2003, he actedressdent of Erste Securities Polska S.A.
(investment bank). From 1997 to 1999, he also acted as ammaftrifetrochemia Ptock S.A. and he served as
Chairman of the Supervisory Boards of companies such as SBilan FAMUR S.A. and Tarbud S.A.
Moreover, he cooperated with the International MonetarydFamd the World Bank and organized international
economics conferences. He has conducted lectures on tmaeahaeconomic relations at many foreign
universities, among others in Japan, United Kingdom and the USA.

The business address of Jan Bossak is Szkota Gtéwna Handk@tedra Médzynarodowych Studiow
Poréwnawczych, Al. Niepodlegioi 162, 02-554 Warsaw, Poland.

Mirostaw Czekaj

Mirostaw Czekaj began his professional career in 1988 $#PBCo-operative Work Agency in Gruddz where

he served as the chief accountant until 1990. Between 1990 andhE982rved as the deputy director for
economic and commercial relations in the Military Amet Works in Grudadz, and from 1992 to 2004 he
was the city treasurer of the Szczecin City Hall. ddlaw Czekaj also served as vice-president of the
management board of BGK (2004-2006) and president ofmdmagement board of Euro Fund Advisors Sp. z
0.0., a company from the BG S.A. Group (2006-2007). Euro FAdwisors Sp. z 0.0. underwent liquidation
after the end of Mirostaw Czekaj's term of office. Thquidation was connected with a change of the
organizational structure within the BGS.A. group. Mirostaw Czekaj does not know any detaflshe
liquidation as the procedure took place after the erdsaferm of office at that company. From 2005 to 2008, he
was a member of the council of FIRE Fundacji Rozwoju Iramiwv Since 2007, he has served as the city
treasurer in the Warsaw City Hall. Furthermore, Miros@eekaj is a member of the management board and the
treasurer of the Union of Polish Metropolises.

Mirostaw Czekaj graduated from the Nicolaus Copernicus Usityem Torui, where he earned a Magister
degree in Economics in 1988. In 1992, he completed a traipingram for auditors organized by the
Accountants Association in Poland. In 1998, Mirostaw Czedegived the title of Doctor of Economics from the
University of Szczecin. Furthermore, since 2007 he haadgt training courses for auditors organized annually
by the Accountants Association in Poland.

The business address of Mirostaw Czekaj isadriiasta st. Warszawy, ul. Kredytowa 3, 00-056 Warsaw,
Poland.

Krzysztof Kilian

Krzysztof Kilian graduated from the Gdansk University @&chnology where he obtained a higher technical
education and a master's degree in mechanics. He startguioféssional career in the “Wista” Shipyard in
Gdansk. In 1991 he the held position of the head of thesiing Office in the Ministry of Privatization, and
later he held the post of director at the Office of then® Minister and the Minister of Telecommunications.
Krzysztof Kilian then served as an advisor to the chairateBank Handlowy w Warszawie S.A. and as a senior
advisor at Morgan Stanley (in London). Between 1999 and 2008ohkeed for his own consulting company
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cooperating with TDA Capital, Prokom Software and Ass&aace 2008 Krzysztof Kilian has been working as
the first executive vice-president and the chief marketiffigen at Polkomtel S.A. He has experience in the
activities of supervisory bodies — he has served as a srephlthe supervisory boards of: PL 2012 S.A., PKO
BP S.A., TFlI PZU S.A., PGF S.A., Poczta Polska StAe Foundation for Banking EducatioRufidacja
Edukacji Bankowgj the Privatization Fund at the Ministry of Privatizati&iGHM S.A., and BPH S.A.

The business address of Krzysztof Kilian is PolkorStél., ul. Postpu 3, 02-676 Warsaw, Poland.
Piotr Marczak

Piotr Marczak graduated from the Warsaw School of Ecdcsifiormerly the Main School of Planning and
Statistics). Since 1992, he has been involved with the MynaftiFinance where he started his career in the
Financial Politics and Analyses Department. At presést,is the Head of the Public Debt Department
responsible, among others, for the preparation and exeafttbe strategy of public debt management, the State
Treasury's risk and debt management, consolidation of theagesnent of public sector liquidity and
management of the State Treasury’'s currency liquitlieyis an author of dozens of working papers and articles
on public debt and the Treasury securities market in Polaedva$ a lecturer in Banking School in Lower
Silesia Dolnoslgska Szkota Bankoywand a member of the supervisory board of BGK.

The business address of Piotr Marczak is Ministargtimansow, ulSwietokrzyska 12, 00-916 Warsaw, Poland.
Ewa Miklaszewska

Ewa Miklaszewska holds the title of dr hab. (Ph.D.) and ofessor at the Cracow University of Economics,
from which she graduated in 1980. She also completed studlebres Hopkins University (in 1986), where she
obtained an M.A. in International Affairs at the School of Athed International Studies (Bologna Center). In
1989 Ewa Miklaszewska completed her Ph.D. in economiu$,im 2004 she received habilitation from the
Cracow University of Economics. She started her prajessicareer in 1980 at the Pedagogical University of
Cracow, where she worked until 1983. Between 1983 and 2000 sha wesearch fellow at Jagiellonian
University (Faculty of Law, Institute of Economics). 1994 Ewa Miklaszewska worked for the Financial
Institutions Department at the Ministry of Finance asadwisor to the minister, and in 1995 for the National
Bank of Poland in the Department of Research and Anafysisently, she is the head of the banking unit at the
Department of Finance at the Faculty of Finance at thed@v University of Economics and also works for the
Institute of Economics and Management at Jagiellonian UBitye Ewa Miklaszewska is the author of
numerous academic papers and has participated in severahiiinal traineeships. Her academic interests are
centered around the problems associated with Polish and giableet development, in particular with regard to
the strategies employed by financial institutions and regylaoolicies.

The business address of Ewa Miklaszewska is Uniwer&kehomiczny w Krakowie, Wydziat Finanséw,
ul. Rakowicka 27, 31-510, Krakéw, Poland.

Marek Mroczkowski

Marek Mroczkowski graduated from the Warsaw School ofnBoucs (formerly the Main School of Planning
and Statistics) and completed postgraduate studies at thigyFefduaw and Administration of the University of
Wroctaw as well as postgraduate studies at the Advancedd@éaent Program in INSEAD Fontainebleau in
France. Since 2009 he has been providing services in tHeofiebnsultancy and management at MRM Finance.
Between 2007 and 2009 he was the president of the manageaszdtand general director of MAIKIU
NAFTA AB in Lithuania. Between 2005 and 2006 Marek Mroczkowskiswthe vice-president of the
management board as well as the financial director of ENFOL A.S. in the Czech Republic (from September
2005 to April 2006 he was also the president of the managdmard and the general director). Between 2003
and 2004 he was the president of the management board anchéral gbrector of ELANA S.A. in Tony
Poland. Between 2001 and 2002 he was the presidetiieainanagement board and the general director of
Polkomtel S.A., and from 1994 to 2001 he was the viceigeps of the management board and the financial
director of PKN Orlen S.A. Marek Mroczkowski also senasda member of the management board and as the
financial director of Eda Poniatowa S.A. (between 1986 5994). Marek Mroczkowski has experience in the
field of supervisory body activities — he was a membethefsupervisory boards of the following companies:
Impexmetal S.A., EnergomoritdPotnoc S.A., Polkomtel S.A., Anwil S.A., and Mostostal ke S.A. He
currently serves as the Chairman of the Supervisory Boa#@dfPolice S.A.

The business address of Marek Mroczkowski is “Marek Mtosski MRM Finance”, ul. Bielawska 6/40, 02-
511 Warsaw, Poland.
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Ryszard Wierzba

Ryszard Wierzba holds the title of dr hab. (Ph.D.) ardigated from the Faculty of Finance and Statistics at the
Warsaw School of Economics (formerly the Main SchodPlainning and Statistics). In 1973 Ryszard Wierzba
obtained his Ph.D. in economics from the Department of Productiondiics at the University of Galsk, and

in 1981 he received a habilitation in economics from the Factifjnance and Statistics at the Warsaw School
of Economics. In 1991 he became a professor of economicstaHed his professional career in 1966 in Bank
Inwestycyjny (Branch in Gd&k), where he worked until 1969 as an inspector. In thesy&@r0-1972 he
pursued doctoral studies at the University of &#taand since 1972 he has been working as a research fellow a
the university, where he completed consecutive stagess afcademic career: first as a senior assistant in the
years 1972-1973, then as an adjunct in the years 1973-1982%r# (Bzademic appointment below that of a
professor) in the years 1982-1991, an associate profes$mr years 1991-1999, and finally as a full professor
and the head of Department of Finance from 1999 to thergrédereover, since 1993 he has been a deputy
director of the Gdask Academy of Banking at the Institute of Market Econonegdarrch in Gdesk. He is an
author of more than 180 academic publications, a membervefateacademic organizations, and has also
completed numerous international traineeships. Since 1991shigeka a member of the supervisory boards of
several large companies, including Bank &k S.A. (1991-1996), Bank Handlowy w Warszawie S.A. (1998—
2002), Polskie Sieci Elektro- Energetyczne S.A. in Waré2005-2007), and PKO Bank Polski S.A. (2008—
2009).

The business address of Ryszard Wierzba is Uniwersydafistsd, ul. Armii Krajowej 101, 81-824 Sopot,
Poland.

Shares or Stock Options Owned by Members of the ManagerBeatd and the Supervisory Board

As of the date of the Second Supplement to the Base Prospiotu among the members of the Management
Board or the Supervisory Board, Shares are held by Zbigd#ietto, who holds 9,000 Shares, Piotr Alicki,
who holds 2,627 Shares, Jacek @bivski, who holds 512 Shares, and Jakub Papierski ,who holds 3,000
Shares. As of 7 July 2011, Ryszard Wierzba, held 2,570 St@neg July 2011 Ryszard Wierzba instructed a
brokerage house to manage his financial instruments porifoliananner that excluded any interference on his
part with regard to investment decisions. Consequentiy,not possible to establish the number of Shares held
by Ryszard Wierzba as of the date of the Second Supplémtinat Base Prospectus.

Except for Zbigniew Jagielto, Piotr Alicki, Jacek @kbwski, Jakub Papierski and Ryszard Wierzba, no other
member of the Management Board or the Supervisory Boand ewy shares in the Bank or the Bank’s stock
options.

As of the date of the Second Supplement to the Baseéutns, there are no restrictions on the disposal of
Shares held by members of the Management Board and theviSapeBoard.
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