RESOLUTION NO. 258/2011
OF THE POLISH FINANCIAL SUPERVISION AUTHORITY

of 04 October 2011

on Detailed Principles of Functioning of the Risk M anagement System and I nternal Control
System and Detailed Conditions of Internal Capital Assessment by Banks and of Reviewing
the Process of Internal Capital Assessment and M aintenance and the Principles of
Determining the Policy on Variable Components of Remuneration of Persons Holding
Managerial Positions at a Bank

Under Article 9f, Article 9g and Article 128 seati® item 2 of the Act dated 29 August
1997 — Banking Law (Journal of Laws of 2002 No. if@&n 665, as amendyit is resolved as
follows:

Chapter 1.
General Principles

81. Risk management, internal control and internaliteh@ssessment and review of the
process of internal capital assessment and maimtenat a bank are executed under written
strategies, plans, procedures and analyses.

82. The risk management system and the internal dosyisiem at the bank refer to the
activity conducted directly by the bank and takecamt of the bank’s functioning in holdings, as
set forth in Article 141f section 1 of the Act dat29 August 1997 — Banking Law, hereinafter
referred to as the “Banking Law Act”.

83. 1. The bank’s supervisory board approves the Isask'ategy of operation and the
principles of sound and prudent bank management.

2. The supervisory board oversees compliance ob#rk’s policy as regards risk taking
with the strategy and financial plan of the bank.

84. The supervisory board of the bank should ensusé ttie selected management board
members have proper qualifications to fulfil théunctions. The supervisory board assesses

Y Amendments to the consolidated text of the Actenmomulgated in Journal of Laws of 2002 No. 18&mni1070,
No. 141, item 1178, No. 144, item 1208, No. 158mit1271, No. 169, item 1385 and item 1387 and Ma&, Rem
2074, of 2003 No. 50, item 424, No. 60, item 5356, Bb, item 594, No. 228, item 2260 and No. 22miR276, of
2004 No. 64, item 594, No. 68, item 623, No. 9&mit870, No. 96, item 959, No. 121, item 1264, N6, litem
1546 and No. 173, item 1808, of 2005 No. 83, itelf, No. 85, item 727, No. 167, item 1398 and NG, litem
1538, of 2006 No. 104, item 708, No. 157, item 1IN8. 190, item 1401 and No. 245, item 1775, of 20@. 42,
item 272 and No. 112, item 769, of 2008 No. 17dmitl056, No. 192, item 1179, No. 209, item 1315/d0d231,
item 1546, of 2009 No. 18, item 97, No. 42, itend 3Mo. 65, item 545, No. 71, item 609, No. 127mit€045, No.
131, item 1075, No. 144, item 1176, No. 165, ite3i@, No. 166, item 1317, No. 168, item 1323 and 204, item
1540, of 2010 No. 40, item 226, No. 81, item 530. W26, item 853, No. 182, item 1228 and No. 2&mil724
and of 2011 No. 72, item 388, No. 126, item 715, N1, item 763, No. 134, item 779 and 781, No., 1i&hn 984
and No. 199, item 1175.
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whether the actions of the management board asd®tfae control over the bank’s activity are
effective and compliant with the policy of the snpgory board.

85. The management board when taking decisions comcefmank management, takes
account of the results of audits performed by &ernal audit unit and chartered auditors.

86. 1. The bank’s management board is responsibleffectiveness of the risk management
system, internal control system, the process efmatl capital assessment and review, process of
internal capital assessment and maintenance andufeervision over effectiveness of these
processes, by introducing requisite amendments impidovements should the level of risk
underlying the bank’s activity or economic enviramh change or in case of irregularities in
functioning of the systems and processes.

2. The organisational structure as well as theesystand processes, as referred to in section

1 should be adjusted to the size and level of ceriy of the bank’s activity.
3. At banks significant in terms of size, interr@aiganisation as well as type, scope and
complexity of the activity conducted, there is anumeration committee whose members are
appointed by the supervisory board or auditor’s mittee from among the supervisory board
members. The remuneration committee provides adwicéhe policy on variable components
remuneration, inclusive of the remuneration amant components, having in mind sound and
prudent management of risk, capital and liquiditg avith special attention to long-term interests
of the bank itself and its shareholders and invssto

4. For the bank to be considered significant im&epf size, internal organisation as well as
type, scope and complexity of the activity conddcie must meet at least one of the following
conditions:

1) shares of such bank have been admitted to tradindpe regulated market, as defined by
Article 15 section 1 item 1 of the Act dated 29yJ@005 on Trading in Financial
Instruments (Journal of Laws of 2010 No. 211, iteB84 and of 2011 No. 106, item 622
and No. 131, item 763);

2) share of this bank in the banking sector assetsleast 1%;

3) share of this bank in the banking sector deposié least 1%;

4) share of this bank in the own funds of the banlkiactor is at least 1%.

5. The Polish Financial Supervision Authority maynsider the bank not meeting any of the
conditions listed in section 4, as significant @mnas of the size, internal organisation as well as
type, scope and complexity of the activity conddcterhen there are qualitative premises
supporting it, including but not limited to the &wvof complexity of the bank’s organisational
structure, complexity of IT systems used or comipyeof bank’s operations.

87. 1. The bank’s management board is responsibledéelopment, introduction and
update of written policies, strategies and procesiuas regards the risk management system,
internal control system, internal capital assessraad reviewing the process of internal capital
assessment and maintenance as well as policy @bleacomponents of remuneration.

2. The internal bank procedures referred to inigedt, determine in particular:

1) segregation of duties corresponding to the Isamiganisational structure;

2) principles of co-operation between bank orgaiosal units and sections;

3) principles of selecting, rewarding and monitgremployees holding functions important for
the bank and actions aimed at ensuring contindifyractions important for the bank.
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88. 1. The bank’'s management board implements the’dairganisational structure, as
approved by the supervisory board, adjusted tsiteeand profile of the risk incurred.

2. The bank’s management board introduces segoegatitasks performed at the bank to
ensure independence of the function of measuremawrjtoring and control of risk from the
operational activity giving rise to the risk inced by the bank.

89. The bank’'s management board provides the bank)@rsisory board with cyclical
update presenting, in a reliable, transparent amdhstic manner, types and size of risks
underlying the bank’s activity.

810. The bank’s management board is responsible foisparency of the bank’s actions,
including but not limited to the information polids regards the bank’s activity facilitating
assessment of effectiveness of operations of thergisory board and management board of the
bank with respect to bank management, monitorinfigtyaof the bank’s activity and for
assessment of the bank’s financial standing.

811. 1. The bank’'s management board ensures compliahtge bank’s activity with the
effective provisions of law, taking into accounethank’s operation under provisions of law of
another country and bank’s relations with otheritiest which could hinder effective bank
management.

2. The management board ensures that the bankgsutisel policy aimed at management of
all material types of risk underlying the bank’siaty and has relevant procedures in place.

Chapter 2.
Risk Management

812. 1. Risk management at bank is performed undercipsliand procedures regarding
identification, measurement, monitoring and contbtisk, developed in writing and approved
by the bank’s management board or relevant comesitéstablished by the bank’s management
board.

2. Bank employees involved in the risk managementegss should know the relevant
internal procedures. The procedures are reviewe@ oegular basis so as to adapt them to
changes in the bank’s risk profile and in the ecoiccenvironment where the bank operates.

813. As part of the strategies pursued and risk managemrocedures applied, the bank
introduces in particular:
1) as regards credit risk and counterparty risk:

a) the criteria for assessment of credit capaditthe bank’s clients making it possible to
mitigate credit risk related to products and sevioffered by the bank,

b) the system of assigning risk categories to tredposures and provisioning for risk
underlying bank’s activity, in accordance with tRegulation of the Minister of Finance
of 16 December 2008 on the Principles of Provisignfor Risk Underlying Bank’s
Activity (Journal of Laws No. 235, item 1589, aseaded) or the identification system

JAmendments to the Regulation were promulgated imnis of Laws of 2009 No. 78, item 652 and No. Aén
1668 and of 2010 No. 164, item 1111.
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of impaired credit exposures, making impairmenséasfor impaired balance sheet credit
exposures and provisioning for off-balance shesditexposures,

c) the principles of diversification of the credikposures portfolio corresponding to the
acceptable credit risk level as approved by th&biaking account of the markets where
the bank operates;

2) as regards residual risk — written principlesl @rocedures for managing risk due to lower
effectiveness of the credit risk mitigation techreq applied at the bank than the bank
anticipated,;

3) as regards concentration risk — written proceslwf management of concentration risk, as
defined in 81 item 1 of the Resolution No. 384/2@@8he Polish Financial Supervision
Authority of 17 December 2008 on Requirements é@mitification, Monitoring and Control
of Exposure Concentrations, including Large ExpesuiOfficial Journal of PFSA No. 8,
item 38, of 2010 No. 2, item 11 and of 2011 Naté&mn 33);

4) as regards securitisation risk:

a) procedures of risk management that allow a bardssess the risk related to the effected
securitisation transactions, including reputatiosk r(in case of complex structures or
products), in particular to fully reflect econommature of the transaction — for the
investing, sponsoring or initiating bank, refertedin Annex 18 to the Resolution No.
76/2010 of the Polish Financial Supervision Auttyof 10 March 2010 on the Scope and
Detailed Principles of Determining Capital Requigsts for Individual Types of Risk
(Official Journal of PFSA No. 2, item 11, as amatije hereinafter referred to as
“Resolution on Capital Adequacy”,

b) plans to maintain liquidity, designed to addrimssimplications of scheduled and early
repayment of amounts due — for the bank initiatihg revolving securitization
transactions with early repayment option, referr@dn Annex 18 to the Resolution on
Capital Adequacy;

5) as regards the risks arising from changes inroe@onomic conditions — principles of
management and hedging against risk arising froengés in macroeconomic conditions
and its impact on the level of minimum capital riegunents in the future;

6) as regards market risk — procedures allowingrieasurement and management of market
risk elements which the bank considers material;

7) as regards interest rate risk in the bankintf@a — procedures of managing the risk arising
from possible changes in interest rates, with respe items included in the banking
portfolio, including in particular the stress testsich measure the bank's response in terms
of its economic value to a sudden and unexpectethgsh in interest rates by 200 basis
points;

8) as regards operational risk:

a) operational risk management procedures, incuthie rules for identifying, registering
and monitoring the loss due to operational riskd #me definition of operational risk
adopted by the bank for the purpose of applyingeéhgrocedures, which includes the
elements referred to in 81 of Annex 14 to the Reswh on Capital Adequacy and taking
into account events of low incidence but high loss,

b) business continuity plans, which ensure contisuand uninterrupted operation of the
bank and contingency plans, which enable the bantatry out its current activity and

®Amendments to the Resolution were promulgatedénQfficial Journal of PFSA of 2010 No. 8, item 3&laof
2011 No. 8, item 29 and No. 9, item 32.
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limit losses in the event of unfavourable interaald external developments that can
seriously disrupt that activity,

c) principles of HR management, including recruittn@nd monitoring of staffing needs and
manpower planning,

d) principles on the management of risk relatedutsourcing;

9) as regards liquidity risk:

a) liquidity management procedures, taking intooaot the division of powers and
responsibilities,

b) methods of identifying, measuring and monitodingidity,

c) contingency plans to ensure uninterrupted condtbusiness, including the maintenance
of liquidity in the event of emergencies.

814. The bank introduces management procedures of a#ier than those mentioned in
8§13, that were identified as important for the Batkisiness activity.

815. 1. The bank applies the methods (models) of ileation and measurement of risk
underlying its activity tailored to the risk prafiscope and complexity.

2. The frequency of risk measurement is adjustetacize and nature of the different types
of risk in the bank's activity.

3. Methods (models) of risk measurement used bypémé are applied to the current as well
as planned bank’s activity.

4. The applied methods (models) or systems of ifle measurement, in particular their
assumptions, are subject to cyclical internal eatédun which includes testing and historical back-
testing.

816. 1. As part of its risk measurement, the bank peréostress tests.
2. Stress tests are performed at the bank baseasumptions that ensure accurate risk
assessment.

817. 1. The bank introduces internal limits that mitegaisk in various areas of the bank's
activity, adequate to the scale and complexityhaf activity.

2. The bank's management board or relevant conasittppointed thereby approve the types
of the adopted internal limits and their values.

3. In its internal procedures, the bank determitiesrules for establishing and updating
internal limits referred to in section 1 and thegnency of monitoring whether they are being
observed, and of reporting the results of such toang.

4. The values of limits referred to in section & adjusted to the bank's overall risk level
approved by the supervisory board.

5. The analyses, based on which internal limitiies are determined, are made in writing.

818. 1. The bank determines the situations in whichititernal limits referred to in 817
section 1 may be overrun and the conditions wheleusuch overrun is accepted.

2. The bank specifies the procedure to be folloWeke limits referred to in 817 section 1
are overrun, including actions to be taken in ordeexplain the cause of the limits overrun,
except for the exceeding overrun referred to irigecl. The bank also specifies how to reverse
the overrun and the measures that should be takgrevent such situations in the future.
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819. 1. Risk monitoring and reporting is part of an oing process of risk management at
the bank.

2. The information included in internal reports gogs decision-making as regards risk
management at the bank and should be reliable ratecwp-to-date and cover an appropriate
range of areas.

3. The internal management reporting system ineplicthe bank provides information on
the types and size of risk underlying the bankBvitg for risk management purposes. The
system helps to assess the results of risk managedeeisions at the bank and to monitor the
compliance with internal limits referred to in 8&&ction 1.

4. The frequency of risk monitoring should makeaissible to provide information about
changes in the bank's risk profile.

§20. Prior to the introduction of a new product the lb@arries out a preparatory process,
including in particular:
1) analysis of product compliance with the bank'stegg
2) identification of material types of risks relatedthe product;
3) taking account of the product in the risk identifion and measurement methods applied;
4) establishing internal limits, accounting and rejpgrprinciples;
5) approval of the product introduction by the bank®mnagement board or relevant
committees established by the bank’s managemend boa

821. 1. The bank monitors risks associated with theviggcof its subsidiaries.

2. The principles of risk management in the basklissidiaries, including the methodology
of risk identification, measurement and mitigatiand the policy on variable components of
remuneration should follow the strategy adoptedhleybank and be consistent with the principles
set out in 813 and Chapter 3, with due considaratiothe type of activity conducted by these
subsidiaries.

3. The bank performs the assessment of the sizgrafite of risk underlying the activity of
its subsidiaries.

4. The scope and quality of management informatised at the bank concerning the risk
underlying the activity of its subsidiaries shoelthble reliable assessment of this risk.

822. 1. The supervisory board of the bank monitorsniamagement of the compliance risk,
understood as consequences of non-compliance wothspns of law, internal regulations and
standards of conduct adopted by the bank.

2. The supervisory board approves the bank's passymptions as regards the compliance
risk.

3. The supervisory board evaluates the effectivenels the bank's compliance risk
management at least once a year.

§23. The bank's management board is responsible for dfiective compliance risk
management at the bank.

824. 1. The bank’s management board is responsibléeeeloping a compliance policy, for
ensuring its observance and for reporting to thgesusory board on the management of the
compliance risk at the bank.

2. The compliance policy includes basic princigdésonduct for the bank's employees
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and explains the main processes identifying the ptiamce risk and enabling its
management at all levels of bank's organisation.

825. The bank’s management board is responsible fabkshing a permanent and efficient
compliance risk management unit at the bank.

826. In case of identifying irregularities in the amalfion of compliance policy, the bank's
management board takes remedial or disciplinarysorea

Chapter 3.

Policy on Variable Components of Remuneration of Persons Holding M anagerial Positions
at a Bank

827. 1. The supervisory board of the bank approvesydresral principles of the policy on
variable components of remuneration of personsihglenanagerial positions at a bank, as
defined in 828 section 1, and performs periodieglaws of those principles.

2. The bank introduces the policy for variable comgnts of remuneration of persons
holding managerial positions at a bank, as approyetie supervisory board, which:

1) supports correct and effective risk managementdo®s not encourage to take excessive
risk exceeding the bank’s risk appetite approvethleysupervisory board,
2) supports execution of strategy and limits the d¢ondif interests.

3. The policy on variable components of remuneratatso covers non-predetermined
retirement benefits that for the purpose of thisdRetion shall be understood as retirement
benefits awarded on a voluntary basis by the banknt individual employee as part of the
variable remuneration package. This policy doescoetr the benefits awarded to an employee
as part of the universally applicable retiremeihtesce at the bank.

§28. 1. For the purpose of this Resolution, the per$miding managerial positions at a bank
shall be understood as:

1) management board members,

2) persons directly reporting to a management boanahlvee, regardless of their employment
basis,

3) branches’ directors and their deputies,

4) chief accountant,

5) persons responsible for control functions at thekb@managers of: internal audit unit,
organisational unit for compliance risk managenarthe bank and of organisational units
responsible for risk management and HR),

6) each person whose actions have significant impadhe bank’s assets and liabilities and
who has direct impact on conclusion of and amendsnenthe agreements concluded by
the bank and the conditions thereof,

7) each person whose total remuneration is at thd Ewalar to the remuneration of the
persons listed in items1-6,

- with the proviso that the persons listed in iteqg are not considered to hold managerial

positions at a bank if they don’t have significanpact on the bank’s risk profile.
2. The bank holds the list of managerial positions.
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§829. Policy on variable components of remunerationasspns holding managerial positions

at a bank takes into account the following priregol

1)

2)

3)

4)

5)

6)

7)

8)

in the case of result-driven remuneration, the &si determining the total remuneration
amount is the assessment of work results of a greeson holding a managerial position at
the bank and a given organisational unit as weleaslts of the domestic bank in the area
wherefor the given person is responsible taking iatcount the entire domestic bank
results; the financial and non-financial criteri@ s&aken into consideration when assessing
results of individual work;

results are assessed at least every three yeditsgtshe actual amount of the result-driven

remuneration takes into account the bank’s econayite and risk related to economic

activity conducted by the bank;

variable components of remuneration not being thgest hereof are of unique nature and

are applied only when recruiting a new employee aral limited to the first year of

employment;

total remuneration is divided into fixed and vateltomponents; the fixed components

account for such a big part of the total remunerathat enables following a flexible policy

for the variable components of remuneration, ingkisf lowering or not granting at all the
variable components of remuneration;

total variable remuneration granted to personsihgldhanagerial positions at banks does

not limit the bank’s capacity to increase its calgiase;

remuneration on account of termination of the ages® should reflect the workload, work

output and quality within the last three years olding a managerial position at the bank;

principles concerning the said payments should éterchined in such a way that they
prevent a situation when poor results are remueérathile taking into consideration the

criteria as mentioned in item 1,

at least 50% of the variable remuneration congft#n incentive to particular care about

bank’s long-term interest and consists of the feiftg components:

a) shares or corresponding ownership titles dependmdank’s legal form, or related
financial instruments or corresponding non-pecyniastruments in the case of a bank
whose shares are not admitted to public trading,

b) instruments, recognized as bank’s core funds, dssmethe basis of the Resolution of
the Polish Financial Supervision Authority undetiéle 127 section 5 item 2 letter a of
the Banking Law Act, the value of which dependglambank’s creditworthiness,

- however, an employee cannot dispose of the saifluments earlier than set out in the

principles determined by the bank;

at least 40% of the variable remuneration is péier ahe evaluation period wherefor such

remuneration is due with the reservation that agmnent is executed no earlier than within

three to five years in equal annual instalmentd paarrears and depends on work results of
the given person holding a managerial positiorhatiank within the evaluation period, as
referred to in item 2 wherefor the remuneratiodug and it takes into account the bank’s
risk; in the case of variable components of remaiti@n amounting to a significantly large

sum, as determined in the policy on variable coreptsof remuneration, no less than 60%

of the variable remuneration is paid within suchigee The length of the said period, no

shorter than from three to five years, is deterwhiire line with the economic cycle, the
nature of activity, underlying risk and responsil@s of persons holding managerial
positions. The payout of total variable remuneratd persons holding managerial positions
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at the bank is lowered or withheld when a situat&ferred to in Article 142 section 1 of the

Banking Law Act occurs;

9) variable remuneration, inclusive of part referredint item 8 is granted or paid when it
corresponds with entire domestic bank’s financiainding and is justified in terms of
domestic bank’s results, work results of organiseti unit in which a given person was
employed as well as the work results of a giversqer

10) policy on retirement benefits shall constitute aoentive to particular care about bank’s
long-term interest:

a) non-predetermined retirement benefits of an eng#dylding a managerial position at a
bank, who terminates the agreement with bank betaehing retirement age is paid in
the form of instruments referred to in item 7; hoer a bank retains the said
instruments and pays the benefits after 5 years the agreement termination date,

b) non-predetermined retirement benefits of an em@dy@ding a managerial position at
a bank, who reaches retirement age is paid indira bf instruments referred to in item
7; however, an employee cannot dispose of the isatduments for 5 years from the
agreement termination date;

11) persons holding managerial positions at a bank ngkke not to use their own hedging
strategies or insurance concerning remuneration liabdities exclusive of compulsory
insurance under special provisions, which wouldetfthe measures taken with reference to
the said persons as part of execution of the palicyariable components of remuneration;

12) variable remuneration should be settled and paid iransparent way, ensuring effective
execution of the policy on variable componentsemiuneration;

13) in the case of banks that use the exceptional pidtiervention, in particular under the Act
dated 12 February 2009 on Support of the Stateslirgao Financial Institutions (Journal
of Laws No. 39, item 308, as amendpdand the Act dated 12 February 2010 on
Recapitalization of some Financial Institutionsui@l of Laws No. 40, item 226 and of
2011 No. 38, item 196):

a) in case there is a risk that the solid capital bassot to be maintained and the bank
does not withdraw from public support on time, tfeiable remuneration is strictly
limited to the percentage share of net income,

b) the bank adjusts the amount and components of remation in order to support
adequate risk management and bank’s results longdtecrement, including the fact
that it introduces limitations on remuneration o bank’s management board,

c) the variable remuneration is paid to bank’s managegroard only in justified cases.

830. The bank’s results adopted in order to determamgable components of remuneration
take into account the bank’s risk cost, capitaltcasd liquidity risk cost in a long-term
perspective.

831. Managers of an internal audit unit, a complianis& management unit as well as
organisational units responsible for risk managdnam HR are compensated, as regards
variable remuneration, for achievement of goals éhise from the functions they hold, and their
remuneration may not be dependent on economictsegeherated by the areas they are in charge
of at the bank.

) The amendments to the Act were promulgated tmn3d of Laws of 2009, No. 157, item 1241, 64@ No. 3,
item 12 and of 2011, No. 38, item 196 and No., 186 1101.
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832. Variableremuneration of persons holding managerial postianthe bank related to
risk management and compliance of bank’s operatigits provisions of law and internal
regulations is being advised on and monitored k& rmuneration committee or if such a
committee has not been appointed, by the bank'srsigory board.

833. Implementation of the policy on variable componesftsemuneration is subject to an
audit executed by the internal audit unit, at leaste a year. The audit report is presented to the
supervisory board.

834. 1. The bank provides data on the number of itsleyees, whose total remuneration in
the previous year exceeds the equivalent of EUBRCIQDO, inclusive of the information on the
position and value of remuneration main componebtgius awarded, long-term awards and
retirement contribution withheld, to the Polish &cial Supervision Authority once a year by 31
January.

2. In order to compute the Euro equivalent of reemation, referred to in section 1, which
is paid in currency other than Euro, the averager&¥ announced by the National Bank of
Poland binding as at the date where the given amsuyaid is applied.

Chapter 4.
Internal Control System

835. The bank has an internal control system adjusidts torganisational structure, which
covers the bank’s all organisational units andutssidiaries.

836. 1. The bank has:

1) internal control procedures setting out pritespof internal control, developed in writing and
approved by the bank's management board and thensspry board. The principles
determine in particular tasks performed at varipositions within the internal control system
(internal regulations);

2) internal control mechanisms adjusted to thélsaspecific character and including:

a) rules, limits and procedures of controlling matwhich apply to the bank operations and
function within the bank's operating system,
b) actions designed to control the quality and ey of tasks performed at the bank by
each employee and additionally by their direct siope
2. Internal control procedures and mechanisms adéezl and evaluated by means of the
internal audit referred to in Article 9c sectiot&n 3 of the Banking Law Act.

837. Within its internal control system, the bank shibidentify the risk:

1) related to any operation, transaction, prodnct service;

2) resulting from the organisational structure dhd structure of the holding referred to in
Article 141f section 1 of the Banking Law Act, prded the bank operates as part of such a
holding.
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§38. The bank’s management board takes actions to ensomtinuous monitoring of the
effectiveness of internal control mechanisms as asldentifies the areas of the bank's activity,
operations, transactions and other activities whiehmeant to be continuously monitored.

839. The duties of the bank’s management board:

1) designation of persons responsible for carrying wosetification of internal control
mechanisms and procedures functioning at the belelast once a year;

2) determination of the appropriate form of documentconducted audits, evaluations of
effectiveness of internal control mechanisms anttlesions arising from these audits;

3) determination of the mode of submitting the repathin the bank, so as to take actions to
eliminate deficiencies found in internal controlehanisms, and the way of rectifying these
deficiencies.

840. Based on conducted audits and evaluations of teféaess of internal control
mechanisms, the bank’s management board and tleeviagqry board receive:

1) information on material deficiencies found imernal control mechanisms immediately after
their disclosure, and information on the effectsnoéasures taken to remove the stated
deficiencies;

2) periodic information on all areas of internahtrol.

841. 1. The bank’s management board is responsiblerg@anizing an internal audit unit.

2. The bank’s management board conducts periodituation of the effectiveness of the
internal audit unit, using documents prepared leyititernal audit unit manager, protocols drawn
up by the banking supervision authority and inteanalitors.

3. Activities carried out as part of internal auditexecute tasks defined in Article 9d section
2 of the Banking Law Act should:

1) apply to activity of the bank as a whole;

2) be carried out in accordance with the rulesconducting audits which specify an audit's
objective, scope and detailed principles of operaéis well as the organisational structure of
the internal audit unit; they should be based oittevr methodology of conducting audits by
the internal audit unit;

3) be carried out using appropriate, describedt anethods for the selection of samples to be
audited;

4) have the scope and frequency specified in galdits and be adjusted to the identified areas
of risk and its level of significance;

5) be properly documented;

6) include a verification of efficiency of impleméng and executing the recommendations put
forward as part of internal audit.

842. The bank’s management board takes action to ercsunénuity and effectiveness of
internal control, including proper co-operationadifbank’'s employees with the internal audit unit
as well as provision of access to the necessarscsalocuments including those containing
confidential information to persons carrying o gudit.

843. Persons performing audit at the bank should hasadifecations, experience and skills
as regards evaluation of risk underlying the bamdrations.
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844. The bank has mechanisms in place to ensure indepee of its internal audit unit, in
particular by means of:

1) direct contact of the internal audit unit masmagith the bank’s management board and the
supervisory board;

2) detailed mode of appointment and dismissahefibiternal audit unit manager;

3) detailed mode of controlling the level of reratation of the employees of the internal audit
unit;

4) participation of the internal audit unit managethe meetings of the management board and
the supervisory board, if, among the matters oratfenda, there are issues relating directly
to the tasks of the internal audit unit and to sugen of internal control;

5) participation, at least once a year, of therimal audit unit manager in the meeting of the
supervisory board, during which the activitiestw# internal audit unit would be discussed,;

6) protection of the internal audit unit employegminst unjustified employment relationship
termination.

845. Based on internal control actions, the bank’'s rganeent board and the supervisory
board receive information on:

1) compliance with applicable laws and the bank's'nateregulations;

2) functioning of the management information systertatbank;

3) effectiveness in disclosing — as a result of fuor@l control — errors and irregularities and in
taking effective remedial or corrective actions;

4) execution of the bank's objectives and policy dafiand required by the management board;

5) completeness, accuracy and comprehensivenessafraey procedures;

6) quality (accuracy and reliability) of the accougtimeporting and operational systems;

7) suitability, functionality and security of the I7stem;

8) efficiency of using available resources, includbeank's own funds and resources in all areas
of the bank operations;

9) assessment of the bank's organisational structdreision of responsibilities and
coordination of activities between various orgatisgl units and positions, and of the
system concerning the development and circulati@oouments and information;

10) assessment of the functioning of internal systeritis Kespect to improving efficiency of
the bank's operation as a whole;

11) tasks outsourced by the bank.

846. The president of the management board is obligethdke decisions on how to use
audit results and how to report them to the auditeiti which in turn informs the internal audit
unit of the time and results of remedial actioakeh as a result of the internal audit.

847. The rules set out in 842 - 846 apply respectitelgooperative banks, where, under
Article 10 of the Banking Law Act, internal contriglcarried out by the affiliating bank.

Chapter 5.

Assessment and Maintenance of the Internal Capital and Review of the Process
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848. The bank’s management board is responsible foptépearation and implementation of
the following processes:
1) internal capital assessment;
2) capital management;
3) capital planning.

849. The bank's internal procedures relating to thegsses of internal capital assessment,
capital management and capital planning are apdrbye¢he bank’s supervisory board.

850. The internal capital assessment, capital manageamehcapital planning processes are
properly documented.

851. 1. The bank's management board is responsibledioducting regular reviews of the
internal capital assessment process, so thaadjissted to the nature, scale and complexity of the
bank operations. The internal capital assessmeweps is reviewed and verified at least once a
year.

2. Regardless of periodical reviews, the processi@fnal capital assessment is adjusted
accordingly, in particular when there are new typesisks, significant changes to the strategy
and action plans and the external environment iiclvtine bank operates.

3. The process referred to in 848 item 1 and aevewf this process are subject to
independent evaluation carried out by the bank&nal audit unit.

852. 1. The internal capital assessment process shioeldn integral part of the bank
management process.
2. The capital management policy and capital plahsuld be covered by the bank’s
management process.
3. The capital management policy pursued at thé lr@siudes in particular the following
elements:
1) long-term capital objectives of the bank;
2) preferred capital structure;
3) capital contingency plans;
4) delegating the management of capital;
5) basic components of the process of convertgkgmeasures into capital requirements.

853. The internal capital assessment process shouddiadk account reliable results of risk
assessment. The assessment of capital adequady shioel into account quantitative factors in
particular results of capital assessment methodsgaalitative ones particularly in the scope of
input data and results of the models used.

854. The bank’s management board is responsible foroppte determination of the total
required level of capital to cover all the releviyptes of risk and its qualitative assessment.

855. The internal capital assessment process carrieblydine bank includes in particular:

1) written criteria for recognising particularkssas material;

2) written policy principles and procedures foe tidentification, measurement and reporting
risk underlying the bank operations;

3) the process of capital allocation dependinghenlevel of risk at the bank;

PFSA Resolution No. 258/2011 Page 13 of 15



4) the process of determining capital objectivéth wegard to capital adequacy (target capital
level);
5) internal control system in the area of assgsaid maintaining internal capital.

Chapter 6.

Amending, Aligning and Final Provisions

856. The following amendments are introduced to the Réism No. 76/2010 of the Polish
Financial Supervision Authority of 10 March 2010 the Scope and Detailed Procedures for
Determining Capital Requirements for ParticularkRigOfficial Journal of the Polish Financial
Supervision Authority No. 2, item 11 as amertjed

1) in 88 section 5 item 1 letter c is worded as follows:

“c) the structure and assumptions of the internalasarement system, taking into account
gualitative standards specified in 836-41 of EnstesNo. 14 herewith and qualitative standards
specified in 842-60 of Enclosure No. 14 herewithyeell as standards pertaining to operational
risk specified in Resolution No. /2011 of the BbliFinancial Supervision Authority
of 2011 on Detailed Principles of Functioningtbé Risk Management System and
Internal Control System and Detailed Conditionsndérnal Capital Assessment by Banks and of
Reviewing the Process of Internal Capital Assessmmad Maintenance and the Principles of
Determining the Policy on Variable Components ofnReeration of Persons Holding
Managerial Positions at a Bank, conducive to effecand correct risk management (Official
Journal of the Polish Financial Supervision AuthoNo. , item ),”;

2) 83 of Enclosure 14 is worded as follows:

“83. A bank computing the capital requirement do@perational risk, regardless of the applied
method, is obliged to apply rules of risk manageimmmsuant to the Resolution mentioned in
88 section 5 item 1 letter ¢ of the Resolution.”.

857. Provisions hereof regarding the policy on variabtenmponents of remuneration are
applied by the bank in line with the bank’s legainh whereunder the bank operates, its size of
operations, risk underlying its operations, intém@anisation as well as the nature, scope and
complexity of conducted operations.

§58. Settling and paying the variable remuneration rrete to in 829 item 8 covers
components granted once the Resolution has becioia d.

§59. The Resolution No. 383/2008 of the Polish Findn&apervision Authority of
17 December 2008 on Detailed Principles of Funatigrof the Risk Management System and
Internal Control System, and Specific Terms of Ass®y Internal Capital, Reviewing
Assessment Process and Maintaining Internal CabitaBanks (Official Journal of the Polish
Financial Supervision Authority No. 8 item 37 arfd2610 No. 2, item 11) becomes invalid.

®Amendments to the Resolution were promulgatedénQfficial Journal of PFSA of 2010 No. 8, item 3&laof
2011 No. 8, item 29 and No. 9, item 32.
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860. This Resolution is binding as of 31 December 2011.
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