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1. INTRODUCTION

11 Characteristics of the PKO Bank Polski SA Group activity

The PKO Bank Polski SA Group (the Bank’s Group, the Group) is among the largest financial institutions in Poland and is one of the largest
financial groups in Central - Eastern Europe. PKO Bank Polski SA (the Bank), the parent company of the Group, is the largest commercial bank in
Poland and a leading bank on the Polish market in terms of scale of operations, equity, loans, deposits, number of clients and the size of the
distribution network.

PKO Bank Polski SA is a universal deposit-loan commercial bank offering services to both residents and non-residents retail, corporate and
other clients. PKO Bank Polski SA is licensed to hold foreign exchange and currencies and sell/buy them, as well as to perform a full range of
foreign exchange services, to open and hold bank accounts abroad and to deposit foreign exchange in these accounts. The Bank stands out on
the Polish banking market with high financial results, which ensure stable and safe development of the Bank. PKO Bank Polski SA has a leading
share in the Polish banking market at the level of 17.9% (deposits) and 17.8% (loans). The Bank is a leader in the Polish market in terms of the
number of current accounts, payment cards and the value of mortgage loans.

Apart from the strictly banking and brokerage activities, the PKO Bank Polski SA Group offers a range of specialised services relating to leasing,
factoring, investment funds, pension funds and insurance and transfer agent, outsourcing of IT professional, support services in the field of
conducting business by other entities, it conducts real estate development and management activities, as well as through its subsidiaries in
Ukraine, the Group conducts banking and provides financial services and debt collection.

The Group operates in the Republic of Poland and through its subsidiaries: KREDOBANK SA, ‘Inter-Risk Ukraina’ Sp. z d.o. (Additional Liability
Company), Finansowa Kompania ‘Prywatne Inwestycje’ Sp. z 0.0., Finansowa Kompania ‘Idea Kapitat’ Sp. z 0.0 in Ukraine as well as through its
subsidiaries PKO Finance AB and PKO Leasing Sverige AB in Sweden and in Germany by a branch of corporate PKO Bank Polski SA (PKO Bank
Polski Niederlassung Deutschland) launched in 2015.

During the whole period of activity, the Bank had been consistently developing the prestige of its brand and providing services to many
generations of Poles. The long tradition and clients’ confidence are the important element of identification of the PKO Bank Polski SA Group,
that's why consistent measures are taken in order to reinforce its perception as a group of institutions:

e secure, strong and competitive,
e modern and innovative, client-friendly and efficiently managed,

e socially responsible, concerned about the development of the cultural awareness of Poles.

Despite the keen market competition, the PKO Bank Polski SA Group effectively develops its operations not only in its traditional area of
operations - serving retail clients. It became also a leader for corporate clients and small and medium enterprises- especially with regard to
financing their operations and also in the market for financial services offered to communes, poviats, voivodeships and State budget sector. It is
also the most important organiser of issues of municipal bonds. The high client service standards and effective credit risk assessment
procedures enabled the PKO Bank Polski SA Group to increase its gross loan portfolio by 6% to the level of PLN 198.7 billion in 2015. With
regard to consumer loans, the market share reached 22.9%, whereas the amounts due to customers reached the level of PLN 195.8 billion as at
the end of 2015 which enabled the Group to maintain its leading position in respect of share in the deposit market, which amounted to 17.9%.

In 2015, the Group continued its activities concerning the improvement of efficiency of distribution network. As at the end of 2015, the largest
network of PKO Bank Polski SA’s branches in Poland comprised 1 277 branches and 881 agencies. The Bank’s clients can use the systematically
enriched electronic banking services offered under the iPKO brand and as a part of Inteligo account and introduced, new standard for mobile
payments - IKO. Customers of PKO Bank Polski SA also have an increasing number of ATMs at their disposal - as at the end of 2015, there were
3196 ATMs.

The PKO Bank Polski SA Group is one of the largest employers in Poland. As at the end of 2015, the PKO Bank Polski SA Group employed over
29 thousand people. The comprehensive learning and education offer was aimed at building professional and loyal staff providing increasingly
higher standard of services to the clients and achieving high work performance.

The activities of the PKO Bank Polski SA’s Foundation for the public good in the widest possible range are the expression of the Bank’s social
responsibility.
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The PKO Bank Polski SA group in years 2011-2015
2012

2015 2014 2013 Restated* 2011
Statement of financial position (million PLN)
Balance sheet total 266 940 248 701 199 231 193 151 190 748
Total equity 30 265 27 616 25154 24 436 22 822
Loans and advances to customers 190 414 179 497 149 623 143 483 141 634
Amounts due to customers 195 758 174 387 151 904 146 194 146 474
Profit and loss account (million PLN)
Net profit 2 609.6 32541 32298 3739 3 807
Interest and similar income 7029 7523 6722 8 089 7609
Fee and commission income 2 851 2934 3 006 2917 3101
Result on business activity 10 665 11147 10 707 11 622 11142
Net impairment allowance and write-downs (1 476) (1 899) (2 038) (2 325) (1 930)
Administrative expenses (6 036) (5 245) (4 623) (4 683) (4 417)
Financial ratios
ROE net 1.0% 1.4% 1.6% 2.0% 2.1%
ROA net 9.0% 12.4% 13.2% 16.0% 17.5%
c/l 56.6% 47.1% 43.2% 40.3% 39.6%
Interest margin 3.0% 3.6% 3.7% 4.7% 4.6%
Loans with recognised impairment 6.6% 6.9% 8.2% 8.9% 8.0%
Costs of risk -0.72% -0.96% -1.31% -1.45% -1.30%
Total capital ratio 14.6% 13.0% 13.6% 12.9% 12.4%
Client base of the PKO Bank Polski SA (in thousands) 8982 8 894 8 451 8173 8234
Individuals 8 538 8 431 8 024 7761 7822
SME 430 449 415 401 400
Corporates 14 14 12 12 11
Operational data
Branches of the PKO Bank Polski SA (number) 1277 1319 1186 1198 1198
Headcount (number) 29 220 29 032 27 387 28 556 28 924
Current accounts in the PKO Bank Polski SA (in thousands) 6621 6 660 6318 6220 6146
Stock of shares
Market capitalization (mPLN) 34163 44 700 49 275 46 125 40 150
Shares (in millions) 1250 1250 1250 1250 1250
Share price (PLN) 27.33 35.76 39.42 36.90 3212
Dividend per 1 share (PLN) 0.00 0.75 180 127 198
(paid in current year from the previous year's profit)

* Data comparable with 2013
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1.2

The PKO Bank Polski SA Group - historical background

The PKO Bank Polski SA Group strengthens its position as the leader of Polish banking, offering services to retail as well as institutional
customers for 97 years.

1 Pocztowa Kasa Oszczednosci was established through a decree signed by the Head of the country Jozef Pitsudski, prime minister Ignacy Paderewski and Hubert Linde
* - founder and the first president.
2. Pocztowa Kasa Oszczednosci vested with legal personality as a state institution, operating under the supervision and with guarantee of the State.
3. First local branch of Pocztowa Kasa Oszczednosci was founded in Poznan.
1919-1938
4. Pocztowa Kasa Oszczednosci started to run School Savings Unions (Szkolne Kasy Oszczedno$ci).
5 With the initiative of Pocztowa Kasa Oszczednosci, Treasury Ministry has decided to set up Bank Polska Kasa Opieki (today Pekao SA) as a public company to facilitate
" the Polish Diaspora the transfer of Polish foreign currencies to the country.
6 Pocztowa Kasa Oszczednos$ci strongly contributed to the development of non-cash transactions - every other larger industrial plant and any large company had
" a cheque account in Pocztowa Kasa Oszczednosci, and cheque turnover in Poland was half as much greater than the cash.
1939-1945 Years of war were time of huge losses and standstill in the activity of Pocztowa Kasa Oszczednos$ci
1. Pocztowa Kasa Oszczednos$ci transformed into Powszechna Kasa Oszczedno$ci.
2. Banking Act introduced privilege of saving deposits held in Powszechna Kasa Oszczedno$ci, they were covered by the State guarantee.
1949-1988 | 3. Powszechna Kasa Oszczednosci introduced a modern product: current account.
4. Powszechna Kasa Oszczednosci merged into the structures of the National Bank of Poland (NBP); yet retains its identity (1975).
5. Powszechna Kasa Oszczedno$ci was separated from the National Bank of Poland (1988).
1 The Memorandum of Association granted to Bank by the Council of Ministers included a modified name of Powszechna Kasa Oszczednosci - Bank Panstwowy (a state
" bank); PKO Bank Polski SA in the short form. The first Supervisory Board of PKO Bank Polski SA was appointed.
) The Bank became a sole shareholder of Inbudex Sp. z o.0. (currently Qualia Development Sp. z 0.0.) a development company, which implements, through its
" subsidiaries, specific projects.
3. The first Internet information portal of the Bank and the first e-PKO Internet branch were launched.
4 PKO Towarzystwo Funduszy Inwestycyjnych SA (PKO TFI SA), established by PKO Bank Polski SA and Credit Suisse Asset Management Holding Europe (Luxembourg)
1991-2000 " SA, started operations. Since 2009 the Bank is the sole shareholder of the Company.
5 PKO Bank Polski SA and Bank Handlowy w Warszawie SA established PKO BP BANKOWY Powszechne Towarzystwo Emerytalne SA. Since 2003 the Bank is the sole
" shareholder of the Company.
6 Bankowy Fundusz Leasingowy SA (currently PKO Leasing SA) was established. The Company, together with its subsidiary, provides services of operating and financial
" leases of non-current assets and properties.
7. PKO Bank Polski SA and Bank Slgski SA established Centrum Elektronicznych Ustug Ptatniczych eService SA. Since 2001 the Bank held 100% of the Company’s shares.
8. In 2000 the Bank was transformed into a wholly-owned subsidiary of the State Treasury under the name of PKO Bank Polski Spotka Akcyjna.
1 The Bank took over Inteligo Financial Services SA. The Company provides services ensuring the maintenance and development of IT data transmission systems
" supporting banking systems, including electronic access to bank accounts (Inteligo account).
2. The Bank purchased 66.65% of Kredobank SA shares. The Company is registered and operates in Ukraine. The Bank owns 99.5655% in the Company’s share capital.
2002-2009 | 3. |n 2004 Bank's flotation took place - at the end of the first day of quotations, shares reached a price of PLN 24.50 per unit against the issue price fixed at PLN 20.50.
4. PKO BP Faktoring SA started operations.
5 Successful rights issue of 250 000 000 D series shares was conducted within public offering, which resulted in the Bank’s share capital increase from PLN 1 000 000
" 000 to PLN 1250 000 000 (2009).
1 PKO Bank Polski SA (through its subsidiary PKO Finance AB) issued 5-year Eurobonds with value of EUR 800 million and bonds to the American market in the amount
* of USD 1.0 billion, which became benchmark securities not only for Polish entities but also for issuers in Central and Eastern Europe.
9 Strategy for the years 2013-2015 ‘PKO Bank Polski. Daily the best’, which assumptions will help to strengthen the position of the Group as a leader in key market
" segments was approved.
3. PKO Bank Polski SA set a new standard for mobile payments - IKO - the innovative solution for the mobile payments market.
2010-2014
4 PKO Bank Polski SA has signed with EVO Payments International Acquisition GmbH an agreement for twenty-year strategic alliance in the electronic payment market
" and therefore sold a significant portion of shares in eService Sp. z 0.0.
5 PKO Bank Hipoteczny was established, which will offer long-term mortgage loans to retail customers and will issue mortgage bonds after obtaining permission from
" the Polish Financial Supervision Authority.
6 PKO Bank Polski SA acquired the shares of Nordea Bank Polska SA, Nordea Polska Towarzystwo Ubezpieczefi na Zycie SA and Nordea Finance Polska SA, as well as a
" portfolio of receivables due to corporate clients. In October there was the legal merger of the banks.
1. Creation of the Mortgage Bank PKO SA in order to ensure a secure long-term financing structure of the mortgage portfolio
2015 2. Expansion into foreign markets through actions aimed to establishment the first foreign corporate branch of PKO Bank Polski SA in Frankfurt am Main.
3 Completing the merger with Nordea Bank Polska SA. Integration with Nordea Bank Polska SA was the fastest conducted merger process in Poland. It confirmed high
" organizational efficiency and expertise of the entire organization.
4. Creation of the PKO Towarzystwo Ubezpieczen SA property insurance for individual customers of PKO Bank Polski SA.
5. Starting the new payment system BLIK, which was initiated by the Bank and has become the market standard.
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13 The main events of 2015

The GOP growth rate in Poland in 2015 remained stable. The external demand weakened due to the recession in Russia and Ukraine and other
emerging countries, but on the Polish economy the greater impact had a recovery in the euro area. Stable domestic demand was supported by
the improving situation on the labour market and deflation, that was increasing real purchasing power of households, as well as by the
significant drop in oil prices. There was an increase in employment in the enterprise sector and a marked decline in the unemployment rate.
Financial results of the banks in 2015 were also determined by exceptionally low levels of interest rates.

2015 was marked with the implementation of many important strategic projects in PKO Bank Polski SA, projects set the foundation for further
dynamic business development

In April 2015, the operational merger of PKO Bank Polski SA with Nordea Bank Polska SA ended with a full success. As a result, there was a
unification of the activities of both banks, including access to educational and transactional system for all customers. The merger was the fastest
merger of two banks carried on the Polish market and one of the fastest in Europe. The migration work were carried out without any prejudice to
the continuity, stability and security of the operation of the Bank’s computer system.

The essential elements of the strategy being implemented, which strengthen competitive advantages and give a strong base for the long-term
development of PKO Bank Polski SA, was the establishment of PKO Bank Hipoteczny SA. In April 2015, after obtaining the authorization of the
Financial Supervision Authority to start operations, PKO Bank Hipoteczny SA began selling at the retail network of PKO Bank Polski SA and by
the agents and intermediaries. In 2015, PKO Bank Hipoteczny SA finalized the work associated with obtaining the credit rating. Mortgage bonds
of the Bank received the highest achievable rating in Poland -Aa3 assigned by Moody’s, which indicates a very high level of safety of debt
securities. It stems directly from the mortgage bonds backed by debt only in respect of PLN mortgage loans.

Building the Bank’s strategic position for the coming years also resulted in launch of its first foreign branch in 2015 - a corporate branch of PKO
Bank Polski SA in Germany. Selecting the direction of the first stage of the foreign expansion is integrally associated with the high activity of the
Bank’s institutional clients on the German market, the scale of the mutual trade, and the investment projects carried out. The registered office of
the branch which operates under the name of PKO Bank Polski Niederlassung Deutschland is in Frankfurt am Main. The services offered at this
branch comprise of: transaction banking products, Treasury products, trade finance, consulting services relating to foreign markets, and foreign
loans.

In 2015, the worldwide unique mobile payment system BLIK has been released for the Bank’s clients, application was built on the basis of IKO of
PKO Bank Polski SA application. This is the result carried at the initiative of PKO Bank Polski SA under the cooperation with 6 banks and is
available to customers of these banks i.e. Alior Bank SA, Millenium Bank SA, Bank Zachodni WBK SA, ING Bank Slaski SA, mBank SA (including
Orange Finance) and PKO Bank Polski SA (including Inteligo). With BLIK, clients have the ability to use the innovative system of cashless
payments using mobile phone.

Actions undertaken by the PKO Bank Polski SA Group in 2015 made it possible to achieve high financial results, and thanks to that the Group
strengthened its position among the largest financial institutions in Poland.

ot s
Net profit 26096 PLN min 32541 PLN min -19.8%
Result on business activities* 106648 PLN min 11146.6 PLN min -4.3%
Net interest income 7028.6 PLN min 75229 PLN min -6.6%
Net fee and commission income 2850.6 PLN min 29335 PLN min -2.8%
Administrative expenses (6 036.3) PLN min (5245.1) PLN min 151%
Net impairment allowance and write-downs (1 475.9) PLN min (1898.7) PLN min -22.3%
ROA net 1.0% 1.4% -0.4 p.p.
ROE net 9.0% 12.4% -3.4p.p.
c/1 56.6% 47.1% 9.5 p.p.
Interest margin 3.0% 3.6% -0.6 p.p.
The share of loans impaired 6.6% 6.9% -0.3 p.p.
Cost of risk -0.7% -1.0% 0.3 p.p.
Total capital ratio 14.6% 13.0% 1.6 pp.

* Result on business activities defined as operating profit before administrative expenses and net impairment allowance and write-downs.

The net profit of the PKO Bank Polski SA Group generated in 2015 amounted to PLN 2 609.9 million, which represents an decrease of 19.8%, i.e.
by PLN 644.6 million comparing to the previous year profit. The achieved level of net profit was determined by:

1) result on business activities of the PKO Bank Polski SA Group, which reached the level of PLN 10 664.8 million (-4.3% y/y), mainly due to:

e a decrease in net interest income by 6.6% y/y, due to the realised along with the further reduction in market interest rates and reduction of
maximum interest rate of loans,

e a decrease of net fee and commission income (a decrease of 2.8% y/y), realised under the pressure of regulatory restrictions in respect of
fees for payment services,

e theincrease in the net foreign exchange (by 56.5% y/y),
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2) an increase of administrative expenses, related to the increase in premiums and contributions to the Bank Guarantee Fund (mainly due to
the increase in interest rates charges of BGF) and additional costs related to the establishment of Borrowers Support Fund and payment to
BGF of funds guaranteed from gathered deposits in the Spéldzielczy Bank Rzemiosta i Rolnictwa w Wotominie. ' This resulted in decline in the
effectiveness of C/I cost management ratio and amounted 56.6% compared to 47.1% at the end of 2014 C/I ratio adjusted for one-off
events related to the additional mandatory burdens amounted to 52.1%

3) net impairment allowance and write-downs, which improved by PLN 422.8 million than achieved in 2014, mainly due to lower impairment
allowances on corporate loans in connection with the improvement of the quality of new loans compared to the older generation.

The structure of the statement of financial position of the PKO Bank Polski SA Group, characterised by strong deposit base and a safe level of
equity, maintaining a high result of business activities through stable organic growth and acquisitions as a next stage of the Bank’s development.
The loan to deposit ratio (amounts due to customers) as at the end of 2015 amounted to 97.3% (the ratio of loans to stable sources of funding2
amounted to 85.0%), which proves the good condition of liquidity of the PKO Bank Polski SA Group.

As a result of actions taken in 2015 the PKO Bank Polski SA Group:

e increased total assets by more than PLN 18 billion, including portfolio of amounts due from customers by almost PLN 11 billion,

« maintained a high share of loans and deposits market on the level of 17.8% and 17.9%, respectively,

e was the first on the market with 24.9% share in sales of mortgage loans to individu0|s3,

e inloans for small and medium sized enterprises was the largest lender providing de minimis credit guarantees with 24.7% of market share4,
o improved the quality of the loan portfolio, measured by a ratio of impaired loans and cost risk ratio,

e expanded its insurance and investment products offer to customers,

e increased the number of clients by 88 thousand, mainly in a retail clients segment and clients using mobile banking IKO, which at the end of
2015 amounted to above 430 thousand,

« strengthened the capital position through action to increase the level of capital base and optimized risk weighted assets, which resulted in an
increase in the total capital ratio of 1.6 p.p. annualized to 14.6%.

1.4 Directions of development of the PKO Bank Polski SA Group

The long-term goal of the PKO Bank Polski SA Group is to strengthen its position in the Polish market as the foundation for further growth,
combined with the expansion into foreign markets, where the Bank intends to support the development of its key corporate clients.

The Bank will consistently undertake actions to strengthen its leader position in all major segments of the financial market in Poland, while
strengthening the high value of its brand in the Polish banking sector. Undertaking development activities aims at strengthening the position of
the Bank, also as a leading universal bank in Central Europe.

Strategy of PKO Bank Polski SA for 2013-2015

The development directions of PKO Bank Polski SA was set out in the new strategy for the years 2013-2015, ‘PKO Bank Polski. Daily the best’,
approved by the Supervisory Board on 27 March 2013.

PKO Bank Polski SA’s vision for development is based on the assumption that its market financial sector leader position in Poland and a leading
universal bank in Central Europe should be maintained. At the same time, while ensuring:

o efficiency, building sustainable values and conducting a stable dividend policy for the shareholders,

e customer satisfaction resulting from credibility, a product offer tailored to the customers’ needs and professional service,
e theimage of a reliable partner involved in long-term relationships with business partners and local communities,

o the position of the best employer in the Polish banking sector, which supports development and common values.

The strategy assumes strengthening the position of PKO Bank Polski SA brand as the most valuable brand in the Polish banking sector. Its
strength results from such aspects as: its Polish character, the safety and long-term trust of its customers, as well as professional service,
modern product offer, innovation and new technologies.

! Pursuant to the Resolution of the Management Board of the Bank Guarantee Fund (BGF) No. 87/DGD/2015 of 26 November 2015, banks were obliged to pay a fee within the fund of protection
of guaranteed funds (FPOGF) to cover the payments of guaranteed funds to depositors of Spétdzielczy Bank Rzemiosta | Rolnictwa w Wotominie in connection with its bankruptcy.

2 Stable sources of financing include amounts due to customers (including funds from the issue of Eurobonds) and external financing in the form of: subordinated liabilities, issue of own debt
securities and amounts due to financial institutions.

3 Data of Association of Polish Banks

4According to the data provided by the Center for Sureties and Guarantees of Bank Gospodarstwa Krajowego as at 31 December 2015
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The implementation of the Bank’s development vision was supported by the long-term strategic levers which were a part of the strategy, such as:

Customer satisfaction
Exploiting the full potential of the
largest database of current
customers of the Bank through a
custom-segment product range

Acquisitions and alliances Distribution excellence
Active search for possibilities of Increasing effectiveness and the
@ development in Poland and in Central quality of customer service in the
Europe through acquisitions or biggest network of locations and the
strategic alliances development of remote channels

Competency development nnovation and technolog
Strengthening organizational culture Increasing the competitiveness of
@ based on shared values and human products and services, enhancing
capital, aimed at cooperation, customer relations and diversification
commitment and skills development of revenues through improving
technologies and implementing
innovation

Organization effectiveness
Maintaining competitiveness through
@ the implementation of intelligent
information management, optimization
of risk management and ALM and cost
discipline

Long-term strategic levers contribute to the leverage of the following areas of business:
1) Strategic levers in Retail Banking:
e Customer-centric approach (using the information about the customer to provide a better service);

e Distribution excellence (improved distribution effectiveness, network modernisation and optimisation, development of direct channels,
improvement in selling skills and sales effectiveness);

e Innovation and diversification of revenues (implementation of the innovation portfolio management model and development of non-interest
income streams).

2) Strategic levers in Corporate and Investment Banking:

e Relationship banking and segment-based service model (implementation of an improved segment strategy, distribution structure and price
policy and development of skills, as well as loan portfolio quality discipline and efficient capital allocation);

e Transaction banking (development of mass payment solutions, extending the product offer, improving customer service quality and
improving of processes);

e Integrated sales model - capital markets and structured financing (implementing the cross-selling model and developing investment
products);

e Optimisation of assets and equity and liabilities management (safe and effective management of the Bank’s liquidity, improving the interest
rate risk management, developing long-term financing, developing the Group);

3) Strategic levers of Supporting Areas:

e Risk management optimisation (decreasing credit risk costs, process enhancement, implementing price policies adjusted to the customer’s
risk profile, implementing IRB method and increasing the rate of return);

e Advanced, efficient and safe technologies and efficient operating processes (IT solutions supporting ‘business activities’ in the development
of new products, creating conditions for the further, safe development of the Bank’s business activities);

e Development through increased involvement and common values (increasing organisational efficiency and human capital value, enhancing
corporate culture which is open to changes, attracting the best employees);

o Efficient financial management (increasing financial management efficiency through perfecting organisational intelligence, introducing new
methods of the Bank’s statement of financial position management and continuous cost optimisation).

Another strategic lever of development of PKO Bank Polski SA are acquisitions, comprising:

* domestic acquisitions, offering an opportunity to achieve synergies and strengthening the position on the domestic market in the period of
slow-down of the market growth,

« international acquisitions, associated with seeking growth on faster-growing markets and the opportunities to use the Bank’s international
experience and competencies.
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As part of the strategy of PKO Bank Polski SA an integrated model of the Group was developed. The Bank’s subsidiaries, acting as product
centres, supplement the basic offer of the Bank’s financial products in respect to leasing, factoring, investment and pension funds and insurance.

The key strategic initiatives for the Group’s model development for 2013-2015 comprised:

« optimisation of operational links within the Group by integration of selected companies with the Bank or the other Group entities - transfer
of activities and centralisation of support functions,

e sale of assets which are not associated with the Bank’s core activity,

e ensuring security and careful development of KREDOBANK SA focused on providing services to retail customers and small and medium
enterprises operating mainly in western Ukraine and in Kiev,

e establishment of a mortgage bank,
e implementation of a new bancassurance model,

e strengthening the Group’s market position in selected market segments, also through alliances in the area of payments and acquisitions of
companies.

Implementation of the strategy ,PKO Bank Polski Codziennie Najlepszy” for 2013 - 2015

During the implementation of ,PKO Bank Polski Codziennie Najlepszy” strategy, the Bank successfully continued his mission as the leader of the
Polish banking sector, committed to improving service offerings to its customer and building long-term relationships with them. The Bank
implemented the modern market standards gradually rising the quality of services, efficiency of the organization and utilizing synergies in the
operations of the Bank and the Group. 2013 - 2015 passed in the PKO Bank Polski SA marked as the implementation of key strategic initiatives,
which are the foundation and its further dynamic development. These included:

e activities building a new organizational culture, involves investing in human resources and shaping a culture based on values and a new
competence model,

e implementation of the new philosophy of the Bank’s management, including: the centralization of support functions, standardization and
optimization of processes, optimizing assets management, improving risk management, high cost-effectiveness and changes in the
management of IT, as an area open to the business needs actively supporting its initiatives,

e improvement of the customer service quality, which effects have been confirmed by numerous awards and distinctions for PKO Bank Polski
SA, also among internet users as well as commercial success of Contact Center PKO Bank Polski SA, annually-awarded as the best among
the bank hotlines,

e reorganization of the management model of the Group, which consists of optimizing its activities, strengthening interdependence and
synergy, complementarity of tenders, the integration of support functions, efforts to simplify the organizational structure, focus on “core
business” and the creation of a mortgage bank and new insurance companies.

A the same time during the implementation of the strategy 2013-2015 the Bank conducted active measures, aimed at adapting the scope and
objectives of activity, to the new regulatory environment, market and macro-economic which was a subject of dynamic changes, which
concerned: historically low interest rates, rising operation costs of banks (higher premiums for BFG), a decline in net fees and commissions
(including the reduction of interchange fees) or the implementation of the Financial Supervision Authority recommendation (“U”, “P"). Despite
these restrictions the Bank has achieved a high strategic objectives, efficiently managed the credit risk, including lowering the level of risk
consistently, as well as keeping a solid position of capital and liquidity.

The most important business achievements of PKO Bank Polski SA, supporting the implementation of the “PKO Bank Polski Codziennie
Najlepszy” strategy were:

e Merger with Nordea Bank Polska SA
In April 2015 the integration process of PKO Bank Polski Sa with Nordea Bank Polska SA has ended. As a part of operational merger data of
300 thousand customers was acquired by systems of PKO Bank Polski SA, transaction system and services have been unified. The
integration of the acquired bank was the fastest conducted process of mergers in Poland, it confirmed the high operational efficiency and
high level of competence throughout the organization.

e Establishment of PKO Bank Hipoteczny SA
In the second quarter of 2015, PKO Bank Hipoteczny SA began its activity. The task of the Bank is to obtain long-term financing through the
issuance of mortgage bonds. Implementation of the new mortgage banking model is to provide a safe structure of financing of long-term
mortgage loan portfolio.

e Development of the new insurance model
The integration of Nordea Bank Polska SA and the acquisition of insurance competences, accelerated the development of bancassurance
area. PKO Bank Polski Sa Group was expanded by life insurance company PKO Zycie Towarzystwo Ubezpieczen SA, which completes the
offer of life insurance and other personal insurance.

e Implementation of the Polish Payments Standard
PKO Bank Polski SA and Alior Bank SA, Millenium Bank SA, Bank Zachodni WBK SA, BRE Bank SA, ING Bank Slaski SA, carried out the
activities related to the construction of a common standard of mobile payments, which was available for above listed bank in February 2015
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under the name of BLIK. Mobile payments system BLIK has been built on the basis of IKO the PKO Polski Bank SA application, developing at
the same time product range.

e Development of electronic banking
Implementation of new versions and services of iPKO and iPKO Biznes - the modern solutions that help individual and corporate clients using
electronic channels. At the same time developing product and functional range in the internet channel.

e Development of mobile banking
Since 2013, IKO mobile application is functioning in the Bank’s offer, that in the following years of strategy implementation went through a
dynamic development of the functionality in the direction tending to the implementation of advanced mobile banking - from financial
management through the implementation of purchases using a mobile phone. New payment system BLIK, has become a market standard, it
was also initiated and launched by the Bank. BLIK is used by the clients of the largest banks in Poland.

e Implementation of the New Sales Rhythm
New Sales Rhythm launched in July 2015 is a continuation of the development path chose by the Bank, that leads to the realization of
strategic objectives through the constant development of innovation. Implementation of the multi-channel solutions, based on optimized
processes and new products with individually matched prices, customers will have the opportunity to use the bank’s services with the most
convenient for themselves ways: by the contact with an advisor at the branch, as well as through smartphones, electronic banking, contact
centre and ATM’s.

e Strengthening leadership on brokerage market
Brokerage house of PKO Bank Polski SA was the most active on the stock and bonds market. It was a leader in terms of number and value of
transactions carried out on the capital market. Company has the largest distribution network of brokerage services and has of the best
analytical and institutional teams in Poland.

e Development of offers for SME
Bank’s offer was enriched with an offer for small and medium-sized companies with mobile bundle consisting of dedicated banking products
and services for active traders. PKO Bank Polski SA strengthened its position as the largest lender among banks granting loans with
guarantees “de minimis”, and concluded with Bank Gospodarstwa Krajowego (‘BGK’) an agreement concerning the participation in the
COSME EU program, which aim is to stimulate lending and equity investment for SMEs.

e Development of offers for corporations and governments
Specialization of corporate customer service was made in the new organizational structure, which makes it easier to offer specialized
products, tailored to the specific needs of different customer segments. The Bank also strengthened position in support of local governments,
gaining a number of new centres and cities reaching 20% share in the financing of local government loans and 40% share in the field of
municipal bond issues.

e Foreign expansion
The process of starting a corporate branch in Germany have been completed. In December 2015 PKO Bank Polski Niederlassung
Deustchland started its activity as the first branch of the Bank opened abroad. The opening of a branch in Germany is the first step in
international expansion, which focuses on the business activity of Polish companies abroad.

As a part of the strategic initiatives in 2015, the PKO BP Faktoring SA was transferred to the PKO Leasing SA Group, NEPTUN - the investment
fund of non-public assets was created, it is managed by PKO TFI SA to whom PKO Bank Polski SA is successively disposing shares of companies
whose business is not complementary to financial service offer provided by the Bank.

1.5 The PKO Bank Polski SA Group against its peer group®

In order to maintain comparability of Banks results included in the peer group, the figures for 2015 were adjusted for one-off events: BFG fees in
connection with the bankruptcy of the Spotdzielczy Bank Rzemiosta i Rolnictwa based in Wotomin (SBRiR in Wotomin) and feed for Borrowers
Support Fund.

In 2015 Banks peer group implemented additional revenues from one-off events, such as the sale of shares in subsidiaries and associates,
compensation under the insurance contract. These events have not been excluded from the data for 2015.

> The peer group consists of the Capital Groups: Pekao SA, mBank SA, ING Bank Slaski SA, BZ WBK SA. The data for the calculation of ratios is from the annual consolidated report and quarter
reports of the individual banks.
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2. EXTERNAL BUSINESS ENVIRONMENT

2.1 Macroeconomic environment

The growth rate of the Polish economy throughout 2015 remained stable at close to 3.5% y