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ING Bank Slaski S.A. Group

Annual consolidated financial statements for the period from 1st January 2013 to 31st December 2013 (PLN million)
the period the period
CONSOLIDATED INCOME STATEMENT Note from 01 Jan 2013 from 01 Jan 2012
to 31 Dec 2013 to 31 Dec 2012
- Interest income 2 3614.7 38315
- Interest expenses 2 1572.1 1782.6
Net interest income 2 2042.6 2048.9
- Commission income 3 1114.2 11425
- Commission expenses 3 137.6 138.2
Net commission income 3 976.6 1004.3
Rl](:(t):lr;:hog:ifgnorT:;Sc:rllénziurrgseﬁs measured at fair value 2 97.9 855
Net income on investments 5 108.8 24.6
Net income on hedge accounting 6 -1.5 -13.3
Net income on other basic activities 7 20.7 15.4
Result on basic activities 32451 31654
General and administrative expenses 8 1823.1 1822.2
Impairment losses and provisions for off-balance sheet liabilities 9 267.2 362.8
Share in net profit (loss) of associated entities recognised under the equity method 10 38.1 35.7
Profit (loss) before tax 1192.9 1016.1
Income tax 11 231.4 183.8
Net profit (loss) 961.5 832.3
- attributable to shareholders of ING Bank Slaski S.A. 961.5 832.3
Net profit (loss) attributable to shareholders of ING Bank Slaski S.A. 961.5 832.3
Weighted average number of ordinary shares 130 100 000 130 100 000
Earnings per ordinary share (PLN) 12 7.39 6.40

Diluted earnings per share agrees with earnings per ordinary share

SIGNATURES OF THE MEMBERS OF THE MANAGEMENT BOARD OF ING BANK SLASKI S.A.

Matgorzata Kotakowska
President
Signed on the Polish original

Mirostaw Boda
Vice President
Signed on the Polish original

Michat Bolestawski
Vice President
Signed on the Polish original

Joanna Erdman
Vice President
Signed on the Polish original

Justyna Kesler
Vice President
Signed on the Polish original

Oscar Edward Swan
Vice President
Signed on the Polish original

Ignacio Julia Vilar
Vice President
Signed on the Polish original

SIGNATURE OF THE PERSON ENTRUSTED WITH KEEPING THE ACCOUNTING BOOKS

Tomasz Bitous
Director of Bank, Chief Accountant

Signed on the Polish original

Katowice, 04-03-2014

Consolidated Income Statement shall be analysed together with the notes to the financial statement being the integral part thereof.
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the period the period
CONSOLIDATED STATEMENT Note from 01 Jan 2013 from 01 Jan 2012

OF COMPREHENSIVE INCOME

to 31 Dec 2013

to 31 Dec 2012

Net result for the period 961.5 832.3
Other comprehensive income, of which:
Qalns/!osses on remeasuremenF of available-for-sale 35 2293 590.5
financial assets charged to equity
including deferred tax 53.8 -142.4
Reclassification to the fi ial It It
eclassification to the financial result as a resu a5 87.7 204
of sale of available-for-sale financial assets
including deferred tax 20.6 4.8
Amortisation of gains or losses previously recognised in equity
concerning securities re-classified from the available-for-sale 35 0.0 -0.2
portfolio to the portfolio of loans and receivables
including deferred tax 0.0 0.1
Effective part of cash flow hedging instruments revaluation 35 -161.5 308.8
including deferred tax 37.9 -72.4
Remeasurement of property, plant and equipment 35, 36 2.5 34
including deferred tax -0.4 -0.8
Disposal of property, plant and equipment 35, 36 0.3 1.0
including deferred tax 0.2 0.0
Actuarial gains/losses 35 1.9 0.0
including deferred tax -0.5 0.1
Total other comprehensive income -473.8 883.1
Total comprehensive income for the period, OF WHICH: 487.7 17154
- attributable to owners of ING Bank Slgski S.A. 487.7 17154

SIGNATURES OF THE MEMBERS OF THE MANAGEMENT BOARD OF ING BANK SLASKI S.A.

Matgorzata Kotakowska
President
Signed on the Polish original

Mirostaw Boda
Vice President
Signed on the Polish original

Michat Bolestawski
Vice President
Signed on the Polish original

Joanna Erdman
Vice President
Signed on the Polish original

Justyna Kesler
Vice President
Signed on the Polish original

Oscar Edward Swan
Vice President
Signed on the Polish original

Ignacio Julia Vilar
Vice President
Signed on the Polish original

SIGNATURE OF THE PERSON ENTRUSTED WITH KEEPING THE ACCOUNTING BOOKS

Tomasz Bitous
Director of Bank, Chief Accountant
Signed on the Polish original

Katowice, 04-03-2014

Consolidated Statement of Comprehensive Income shall be analysed together with the notes to the financial statement being the

integral part thereof.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION Note a1 Doc ooy a1 bee oy a1 Doc ey
ASSETS

- Cash in hand and balances with the Central Bank 14 6970.1 4071.6 14931
- Loans and receivables to other banks 15 1399.8 1377.1 1018.1
- Financial assets measured at fair value through profit and loss 16 1951.4 1554.6 639.6
- Valuation of derivatives 17,40 1471.4 18221 1858.4
- Investments 18,40 19 493.6 17 881.1 20 450.7
- Derivative hedge instruments 20, 40 1051.9 11126 433.4
- Loans and receivables to customers 21 52 237.9 48 985.3 42 329.7
- Receivables from customers due to repo transactions 22 638.8 0.0 0.0
- Investments in associated entities 23 136.5 114.4 105.0
- Non-financial assets 24 1099.2 11155 1089.6
- Tax assets 25 119.9 38.6 164.0
- Other assets 26 180.1 193.9 141.8
Total assets 86 750.6 78 266.8 69 723.4
EQUITY AND LIABILITIES

LIABILITIES

- Liabilities due to other banks 27 4827.3 4554.6 4961.9
- Financial liabilities measured at fair value through profit and loss 28 1234.2 3003.4 1814.7
- Valuation of derivatives 17,40 1493.0 17781 1694.1
- Derivative hedge instruments 20, 40 1114.4 1364.0 900.6
- Liabilities due to customers 29 67 330.4 57 857.5 52932.1
- Liabilities due to customers under repo transactions 30 4335 0.0 0.0
- Liabilities under issue of debt securities 31 566.4 567.1 0.0
- Provisions 32 67.8 72.8 58.1
- Tax liabilities 25 111.7 103.0 0.0
- Other liabilities 33 943.3 830.2 945.9
Total liabilities 78122.0 70130.7 63 307.4
EQUITY

- Share capital 34 130.1 130.1 130.1
- Supplementary capital - issuance of shares over nominal value 956.3 956.3 956.3
- Revaluation reserve 35 524.3 999.7 1183
- Revaluation of share-based payment 46.1 41.3 30.8
- Retained earnings 36 6 969.5 6 006.4 5178.2
Equity attributable to shareholders of ING Bank Slaski S.A. 8626.3 8133.8 6413.7
- Non-controlling interests 2.3 2.3 2.3
Total equity 8628.6 8136.1 6416.0
Total equity and liabilities 86 750.6 78 266.8 69 723.4
Solvency ratio 17.28% 14.55% 11.92%
Net book value 8626.3 8133.8 6413.7
Number of shares 130 100 000 130 100 000 130 100 000
Net book value per share (PLN) 66.31 62.52 49.30

SIGNATURES OF THE MEMBERS OF THE MANAGEMENT BOARD OF ING BANK SLASKI S.A.

Matgorzata Kotakowska
President
Signed on the Polish original

Mirostaw Boda
Vice President
Signed on the Polish original

Michat Bolestawski
Vice President
Signed on the Polish original

Joanna Erdman
Vice President
Signed on the Polish original

Justyna Kesler
Vice President
Signed on the Polish original

Oscar Edward Swan
Vice President
Signed on the Polish original

Ignacio Julia Vilar
Vice President
Signed on the Polish original

SIGNATURE OF THE PERSON ENTRUSTED WITH KEEPING THE ACCOUNTING BOOKS

Tomasz Bitous
Director of Bank, Chief Accountant
Signed on the Polish original

Katowice, 04-03-2014

Consolidated Statement of Financial Position shall be analysed together with the notes to the financial statement being the integral part thereof.

(PLN million)
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
the period from 01 Jan 2013 to 31 Dec 2013
Supplementary capital - . "
Share capital issuance of shares over| Revaluation reserve Re\éalua;mn & Sh?re' Retained earnings NOr’-[;OI’I\r;]"Ing Total equity
nominal value ased payment interests

Opening balance of equity 130.1 956.3 999.7 41.3 6 006.4 2.3 8136.1
Net result for the current period - - - - 961.5 - 961.5
Other comprehensive income, of which: 0.0 0.0 -475.4 0.0 1.6 0.0 -473.8
- gail on of available-f le financial assets

charged to equity - - -229.3 - - - 2293
- reclassification to the financial result as a result of sale

of available-for-sale financial assets - - 87.7 - - - -87.7
- effective part of cash flow hedging instruments revaluation - - -161.5 - - - -161.5
- remeasurement of property, plant and equipment - - 1.8 - 0.7 - 25
- disposal of property, plant and equipment - - -0.6 - 0.9 - 0.3
- actuarial gains/losses - - 1.9 - - - 19
Transactions with owners, of which: 0.0 0.0 0.0 4.8 0.0 0.0 4.8
- revaluation of share-based payment - - - 4.8 - - 4.8
Closing balance of equity 130.1 956.3 524.3 46.1 6 969.5 2.3 8 628.6
Note: 34, 35, 36
the period from 01 Jan 2012 to 31 Dec 2012

Supplementary capital - . .
Share capital issuance of shares over| Revaluation reserve Re\éalua;mn & Sh?re' Retained earnings NOr’-[;OI’I\r;]"Ing Total equity
nominal value ased payment interests

Opening balance of equity 130.1 956.3 118.3 30.8 5178.2 2.3 6 416.0
Net result for the current period - - - - 832.3 - 832.3
Other comprehensive income, of which: 0.0 0.0 881.4 0.0 1.7 0.0 883.1
- gail on of available-f le financial assets

charged to equity - - 590.5 - - - 590.5
- reclassification to the financial result as a result of sale

of available-for-sale financial assets - - -20.4 - - - -20.4
- amortisation of gains or losses previously recognised in equity

concerning securities re-classified from the available-for-sale portfolio - - -0.2 - - - -0.2

to the portfolio of loans and receivables
- effective part of cash flow hedging instruments revaluation - - 308.8 - - - 308.8
- remeasurement of property, plant and equipment - - 3.4 - - - 3.4
- disposal of property, plant and equipment - - -0.7 - 1.7 - 1.0
Transactions with owners, of which: 0.0 0.0 0.0 10.5 -5.8 0.0 4.7
- revaluation of share-based payment - - - 10.5 - - 10.5
- purchase of subsidiary settlement - - - - -5.8 - -5.8
Closing balance of equity 130.1 956.3 999.7 41.3 6 006.4 2.3 8136.1

Note: 34, 35, 36

SIGNATURES OF THE MEMBERS OF THE MANAGEMENT BOARD OF ING BANK SLASKI S.A.

Matgorzata Kotakowska
President
Signed on the Polish original

Mirostaw Boda
Vice President

Signed on the Polish original

Michat Bolestawski
Vice President
Signed on the Polish original

Joanna Erdman
Vice President

Signed on the Polish original

Justyna Kesler
Vice President
Signed on the Polish original

Oscar Edward Swan

Vice President

Signed on the Polish original

Ignacio Julia Vilar
Vice President
Signed on the Polish original

SIGNATURE OF THE PERSON ENTRUSTED WITH KEEPING THE ACCOUNTING BOOKS

Tomasz Bitous
Director of Bank, Chief Accountant
Signed on the Polish original

Katowice, 04-03-2014

Consolidated Statement of Changes in Equity shall be analysed together with the notes to the financial statement being the integral part thereof.



ING Bank Slaski S.A. Group

Annual consolidated financial statements for the period from 1st January 2013 to 31st December 2013 (PLN million)
the period the period
CONSOLIDATED CASH FLOW STATEMENT Note  fomO1Jan2013  from01Jan 2012

to 31 Dec 2013

to 31 Dec 2012

OPERATING ACTIVITIES
Net profit (loss) 961.5 832.3
Adjustments 2102.0 -2373.2
- Share in net profit (loss) of associated entities 10 -38.1 -35.7
- Depreciation and amortisation 8,24 164.0 148.1
- Interest accrued (from the profit and loss account) 2 2042.6 2048.9
- Interest paid 1496.0 1748.0
- Interest received -3812.5 -4107.8
- Dividends received 5 -3.4 -4.1
- Gains (losses) on investment activities -0.7 -8.2
- Income tax (from the profit and loss account) 11 2314 183.8
- Income tax paid -304.0 44.6
- Change in provisions 32 -5.0 14.7
- Change in loans and other receivables to other banks 15,44 -132.2 -233.7
- Change in financial assets at fair value through profit or loss 16, 44 -395.0 -915.5
- Change in available-for-sale financial assets 18,44 -1963.8 -1808.4
- Change in valuation of derivatives 17 65.6 120.3
- Change in derivative hedge instruments 20 -350.4 93.0
- Change in other receivables to customers 21,44 -3660.7 -6 561.4
- Change in other assets 38.5 164.9
- Change in liabilities due to other banks 27,44 398.4 689.9
- Change in liabilities at fair value through profit or loss 28 -1769.2 1188.7
- Change in liabilities due to customers 29, 44 9980.7 49619
- Change in other liabilities 119.8 -105.2
Net cash flow from operating activities 3063.5 -1540.9
INVESTMENT ACTIVITIES
- Purchase of property plant and equipment 24 -77.5 -121.4
- Disposal of property, plant and equipment 0.1 2.8
- Purchase of intangible assets 24 -77.3 -58.8
- Purchase of investments in subordinated entities 23 0.0 -206.1
- Disposal of fixed assets held for sale 1.8 9.4
- Redemption / sale of held-to-maturity financial assets 18 0.0 4998.5
- Interest received from held-to-maturity financial assets 18 0.0 148.3
- Dividends received 5 3.4 4.1
Net cash flow from investment activities -149.5 4776.8
FINANCIAL ACTIVITIES
- Long-term loans received 726.0 458.1
- Long-term loans repaid -810.5 -1501.8
- Interest on long-term loans repaid -39.4 -53.3
- Issue of debt securities 31 0.0 565.0
- Interest on debt securities issued -0.7 0.0
Net cash flow from financial activities -124.6 -532.0
Effect of exchange rate changes on cash and cash equivalents 374 -100.7
Net increase/decrease in cash and cash equivalents 2789.4 2703.9
Opening balance of cash and cash equivalents 5 060.6 2 356.7
Closing balance of cash and cash equivalents 44 7 850.0 5 060.6

SIGNATURES OF THE MEMBERS OF THE MANAGEMENT BOARD OF ING BANK SLASKI S.A.

Matgorzata Kotakowska
President
Signed on the Polish original

Mirostaw Boda
Vice President
Signed on the Polish original

Michat Bolestawski
Vice President
Signed on the Polish original

Joanna Erdman
Vice President
Signed on the Polish original

Justyna Kesler
Vice President
Signed on the Polish original

Oscar Edward Swan
Vice President
Signed on the Polish original

Ignacio Julia Vilar
Vice President
Signed on the Polish original

SIGNATURE OF THE PERSON ENTRUSTED WITH KEEPING THE ACCOUNTING BOOKS

Tomasz Bitous
Director of Bank, Chief Accountant
Signed on the Polish original

Katowice, 04-03-2014

Consolidated Cash Flow Statement shall be analysed together with the notes to the financial statement being the integral part thereof.
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Accounting policy and additional explanatory notes

I. Information on the Bank and the Capital Group

1. Key Bank data

ING Bank Slaski S.A. ("Parent company”, “parent entity”, “Bank”) with the headquarters
in Katowice, Sokolska Str. 34, was entered into the entrepreneurs National Court Register
managed by the Commercial Department of the Regional Court in Katowice under
the reference number KRS 5459.The parent entity statistical number is REGON 2715149009,
and the taxation identification number is NIP 634-013-54-75.

2. Scope and duration of operations

ING Bank Slaski S.A. offers a broad range of banking services rendered for individual
and institutional clients in line with the scope of services outlined in the Bank's charter.
The Bank runs operations both in the home currency and in foreign currencies. The Bank
is also active on the domestic and foreign financial markets. The scope of services offered
by the Bank was expanded with leasing and factoring operations, following the acquisition
in 2012 of new companies. Additionally through subsidiaries the Group operates brokerage
services, real estate, leasing of real estate and advisory and acts as a financial intermediary
as well as provides other financial services. The duration of the parent entity and entities
forming the Capital Group is indefinite.

3. Share capital

The share capital of ING Bank Slaski S.A. is PLN 130,100,000 and is divided in 130,100,000
ordinary bearer shares with a par value of PLN 1.00 each. Shares of the Bank are quoted on
the Warsaw Stock Exchange (sector: banks).

4. Shareholding structure of ING Bank Slaski S.A.

ING Bank Slaski S.A. is a subsidiary of ING Bank NV, which as at 31 December 2013
held 75% share in the share capital of ING Bank Slgski S.A. and 75% shares in the total
number of votes at the General Shareholders Meeting. ING Bank NV belongs
to the Capital Group, herein referred to as ING Group.

As at the date 31 December 2013, the shareholders owning 5% and more votes at the
General Shareholders Meeting of ING Bank S.A. were:

% of total number of shares
No. Entity Number of shares and votes and votes
at General Meeting

1. ING Bank NV 97,575,000 75.00

2. Aviva Otwarty Fundusz Emerytalny Aviva BZ WBK 6,548,964 5.03




ING Bank Slgski S.A. Group
Annual consolidated financial statements for the period from 1% January 2013 to 31* December 2013 (PLN million)

5. Entity authorised to audit financial statements

Entity authorised to audit financial statements is KPMG Audyt Spotka z ograniczong
odpowiedzialnoscig Sp.k. with registered office in Warsaw.

6. Capital Group of ING Bank Slaski S.A.

ING Bank Slgski S.A. is the parent company of the ING Bank Slaski S.A. Group (“Capital
Group”, “Group”). As at 31 December 2013, the composition of ING Bank Slgski S.A. Capital
Group was the following:

ING BANK SLASKI S.A.
PARENT COMPANY

100%

ING SECURITIES S.A.
SUBSIDIARY

100% CENTRUM BANKU SLASKIEGO SP. Z 0.0.

SUBSIDIARY

0,
100% ING ABL POLSKA S.A.

SUBSIDIARY

9
100% ING COMMERCIAL FINANCE S.A.

SUBSIDIARY

0,
100% | |NG LEASE POLSKA SP. Z 0.0. 5

SUBSIDIARY

100% ING USLUGI DLA BIZNESU S.A.

SUBSIDIARY

82,3% SOLVER SP. Z 0.0.

SUBSIDIARY

20% ING POWSZECHNE TOWARZYSTWO EMERYTALNE S.A.

ASSOCIATED COMPANY

*) The capital group of ING Lease Polska Sp. z 0.0. is composed of 10 special purpose vehicles wherein ING
Lease Polska Sp. z 0.0. holds 100% of shares.

7. Approval of 2012 consolidated financial statements

The annual consolidated financial statements of the ING Bank Slaski S.A. Group for the
period from 1 January 2012 to 31 December 2012 were approved by the General Meeting
on 19 April 2013.
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[I. Significant events in 2013

1. Changes to the Statutory Authorities of ING Bank Slaski S.A.

On 7 March 2013, the Supervisory Board of ING Bank Slaski S.A. appointed
Joanna Erdman as Management Board Vice-President as of 1 April 2013.

2. Selection of Chartered Auditor

On 18 January 2013, the ING Bank Slaski S.A. Supervisory Board selected KPMG Audyt
Spdétka z ograniczong odpowiedzialnoscig Sp.k.with registered office in Warsaw as their
chartered auditor authorised to audit the financial statements of ING Bank Slaski S.A. and
the Capital Group of ING Bank Slaski S.A. for the years 2013-2015.

KPMG Audyt Spétka z 0.0. Sp.k. has been entered on the list of entities authorised to audit
financial statements, which is kept by the National Board of Statutory Auditors (KRBR).

3. Agreement with BGK

In March 2013, ING Bank Slaski S.A. concluded with Bank Gospodarstwa Krajowego an
agreement inaugurating the governmental programme supporting small and medium
enterprises.

Thereby, ING Bank Slaski became one of the banks extending working capital loans with
guarantees as part of Portfolio Guarantee Line de minimis (PLD) and Portfolio Surety Line
(PLP). The support programme brings a lot of benefits for borrowers seeking additional funds
for financing their business with the use of attractive collateral for loans.

4. Changes to the Supervisory Board composition

On 10 April 2013, Mr Ralph Hamers tendered his resignation to the Chair of the Supervisory
Board of ING Bank Slaski S.A. as the Member of the Supervisory Board of ING Bank Slaski
S.A., effective as of 19 April 2013, after the General Meeting of ING Bank Slaski S.A.
The resignation was due to the appointment of Mr Ralph Hamers as CEO of ING Group.

On 19 April 2013, with the Resolution of the Ordinary General Meeting of ING Bank Slaski
S.A. Mr Adrianus Johannes Antonius Kas was appointed the Member of the Supervisory
Board of ING Bank Slgski S.A.

5. General Meeting of ING Bank Slaski S.A.

On 19 April 2013, the General Meeting of ING Bank Slaski S.A. was held, during which the
following resolutions were passed:

on approval of the 2012 annual financial statements (consolidated and
standalone financial statements),

on approval of the Management Board Report on Operations in 2012
(consolidated and standalone reports),

on acknowledgement of the fulfilment of duties of the Management Board and
Supervisory Board Members for 2012,

on 2012 profit distribution,
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on amendment to the Charter of ING Bank Slaski S.A.,

on the change to the Supervisory Board composition (the said change was
delineated in item 4. Changes to the Supervisory Board composition.

The amendments to the Bank’s Charter which were passed by the General Meeting were
registered with the Decision of the District Court in Katowice, the Commercial Division of the
National Court Register, of 30 April 2013.

6. Shareholders having 5 or more per cent of votes at the Ordinary General
Meeting of ING Bank Slaski S.A.

In line with the list of shareholders authorised to participate in the Ordinary General Meeting
(GM) of ING Bank Slagski S.A., convened for 19 April 2013, the following entities were
authorised to 5 or more per cent of votes:

0, 0,
No. Entity Number of shares and % of the number of % of total number

votes at GM votes at GM of shares and votes
1. ING Bank NV 97,575,000 86.97 75.00
2 tharty an'(iusz Emerytalny PZU 8,250,000 735 6.34
Ztota Jesien
3. Aviva Otwarty Fundusz Emerytalny 5713382 5.09 4.39

Aviva BZ WBK

7. Stake increase in the share capital of ING Bank Slaski S.A.

On 3 July 2013, Aviva Otwarty Fundusz Emerytalny Aviva BZ WBK (“Aviva Open-Ended
Pension Fund”) informed ING Bank Slaski S.A. that as a result of the transaction of purchase
of Bank shares concluded on 26 June 2013, the number of shares of the Bank held by Aviva
Open-Ended Pension Fund exceeded 5% stake in the total number of shares and votes at
the Bank. Prior to the settlement of the abovementioned transaction, as at 28 June 2013,
Aviva Open-Ended Pension Fund held 6,483,382 shares of ING Bank Slaski S.A., i.e. 4.98%
of the Bank share capital. Following the conclusion and settlement of the purchase
transaction, as at 1 July 2013, Aviva Open-Ended Pension Fund held 6,548,964 shares of
ING Bank Slaski S.A., i.e. 5.03% of the Bank share capital.

8. Portfolio sale

On 19 July 2013, ING Bank Slaski S.A. concluded with Kredyt Inkaso | Niestandaryzowany
Sekurytyzacyjny Fundusz Inwestycyjny Zamkniety (Loan Collection 1 Non-Standard Closed-
End Securitization Investment Fund) with its registered office in Warsaw an agreement on
the sale of portfolio of retail receivables recognized as impaired loans or written off the Group
balance sheet in full. The total amount of receivables sold under the agreement equalled
PLN 295.4 million (principal and interest), which are fully recognized as impairment losses, or
written off the Bank balance sheet in full. Contractual price of the portfolio sale was
established at PLN 34.9 million. Positive impact of the transaction to the Group income
amounted to PLN 10.9 million, whereas for the impairment losses for financial assets and
provisions for off-balance-sheet liabilities (risk costs) it was PLN 24.0 million.
As a consequence of the agreement described herein, the Bank decreased its
non-performing loans portfolio by PLN 155.1 million.
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9. Annexes to the credit agreements

ING Commercial Finance Polska S.A.

On 26 July 2013, there was concluded an annex to the credit agreement of 02 January 2012
with ING Commercial Finance Polska S.A. whereby the annual amount of the working capital
loan granted to the company was increased by PLN 500.0 million to PLN 2,225.0 million.
The total exposure of the Bank towards the ING Commercial Finance Polska S.A. Company
is PLN 2,225.3 million. The criterion for regarding the agreement as significant is the ratio of
the total loan amounts to the Bank’s equity. The borrower is a related entity of ING Bank
Slaski S.A.

ING Lease Polska Sp. z 0.0.

On 24 September 2013, there was concluded an annex to the credit agreement of
19 January 2012 with ING Lease Polska Sp. z 0.0. whereby the amount of the loan granted
to the company was increased by PLN 640.0 million. The total exposure of the Bank towards
ING Lease Polska Sp. z 0.0. is PLN 2,680.3 million. The criterion for regarding the
agreement as significant is the ratio of the total loan amounts to the Bank's equity.
The borrower is a related entity of ING Bank Slaski S.A.

10. Stake decrease in the share capital of ING Bank Slaski S.A.

On 8 August 2013, Powszechne Towarzystwo Emerytalne PZU S.A. (Pension Fund), acting
on behalf of Otwarty Fundusz Emerytalny PZU “Ztota Jesien” (“Golden Autumn” Open
Pension Fund) informed ING Bank Slaski S.A. that as a result of the sale transaction of
Bank shares concluded on 26 July 2013, the number of shares and votes at ING Bank Slqski
S.A. held by "Golden Autumn” Open Pension Fund was reduced below 5%.

Prior to the settlement of the abovementioned transactions, “Golden Autumn” Open Pension
Fund held 6,543,407 shares of ING Bank Slaski S.A. or 5.03% of the Bank share capital.
After the settlement of the sale transaction, “Golden Autumn” Open Pension Fund held
6,263,405 Company shares or 4.81% of the Bank share capital.

11. Dismissal of action

On 24 September 2013, the Management Board of ING Bank Slaski S.A. were informed that
with the ruling of 22 July 2013 the Regional Court in Katowice dismissed the entire action
lodged by Zwigzek Zawodowy Gornikéw w Polsce (Polish Miners Trade Union) and Zwigzek
Zawodowy “Kadra” Pracownikéw Katowickiego Holdingu Weglowego S.A. (“Kadra” Trade
Union of Katowice Coal Holding S.A. Employees) for declaring invalid the resolutions of the
General Meeting of ING Bank Slaski S.A. passed on 8 April 2010.

12. Change of interest for ING Bank Slaski S.A.’s bonds

On 6 December 2013, due to commencing new, third coupon period and setting a new
WIBOR rate for six-month deposits per the coupon period, the interest was changed for
bonds series INGBS061217 of total nominal value of PLN 565,000,000.00 issued by the
Bank on 6 December 2012 under the Own Debt Securities Issuance Programme of ING
Bank Slaski S.A. The bonds interest for the subsequent coupon period is 3.59% per annum.
The next coupon date falls on 6 June 2014. The other rights under the said bonds remain
unchanged.
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lll. Statement of compliance with International Financial Reporting Standards

These annual consolidated financial statements for the period from 1 January 2013 to 31
December 2013 were prepared in compliance with the International Financial Reporting
Standards (“IFRS”) approved by the European Union. In view of the ongoing process of IFRS
introduction in the EU and the business run by the Group, as at the approval date of this
report, there were no differences between the already effective IFRSs and the IFRSs
approved by the EU in terms of the accounting principles applied by the Group. IFRS include
standards and interpretations accepted by the International Accounting Standards Board
(“IASB”) and International Financial Reporting Interpretation Committee (“IFRIC”).

Consolidated income statement, consolidated statement of comprehensive income,
consolidated statement of changes in equity, and consolidated cash flow statement
for the period from 1 January 2013 to 31 December 2013, and consolidated statement of
financial position as at 31 December 2013 together with comparable data were prepared
according to the same principles of accounting for each period.

1. Going-concern

These annual consolidated financial statements were prepared on a going-concern basis
as regards the foreseeable future, namely as regards the period of minimum 12 months
from the balance sheet date. As of the date of approving these statements, the Bank
Management Board has not identified any events that could indicate that the continuation
of the operations by the Capital Group is endangered.

2. Discontinued operations

No operations were discontinued during the 2013 and 2012.

3. Financial statements scope and currency

These annual consolidated financial statements of the Capital Group of ING Bank Slaski S.A.
for the year 2013 comprises the data of the Bank, its subsidiaries (jointly referred to as the
“Group”) and shares in the affiliated entity.

These annual consolidated financial statements have been developed in Polish zloties

(“PLN”). Unless provided for otherwise, all values were given rounded up to PLN million.
Therefore, some totals and individual notes can be inconsistent in mathematical terms.

4. Term of the statements and comparable data

These annual consolidated financial statements of the Capital Group of ING Bank Slaski S.A.
cover the period from 1 January 2013 to 31 December 2013 and include the comparative
data:

» items from the consolidated statement of financial position as at 31 December 2012,

» items in the consolidated income statement, consolidated statement
of comprehensive income, consolidated statement of changes in equity
and consolidated cash flow statement for the period from 1 January 2012 to 31
December 2012.
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5. Changes to accounting standards

In these annual consolidated financial statements the Group took account of the following
binding standards and interpretations approved by the European Union for annual periods
starting on or after 1 January 2013:

Change

Scope/Application date

Influence on the Group
statements

IAS 1
Presentation of Financial
Statements

The changes result from co-operation between IASB and FASB (US
GAAP has been changed in the same manner) and refer to the
guidelines for items presentation under other total income.

Application date: the accounting year starting on 1 July 2012 or later.

Implementation of the
change had no material
impact on the financial
statements of the Group
(the disclosure structure
was changed).

IAS 12

Income Taxes — Deferred
Income Tax: Recovery
(Settlement) of carrying
amount of assets

The changes pertain to classification of the revenue depending on
expectations of the entity whether or not it will recover the carrying
amount of a given asset either through use or sale.

Application date: as of the beginning of the first accounting year
starting at the effective date of the EU Regulation or later —i.e.,

1 January 2013.

Implementation of the
change had no material
impact on the financial
statements of the Group .

IAS 19
Employee Benefits

The changes made refer to the removal of the possibility to defer
income and costs recognition (i.e., elimination of the "corridor
method”), presentation under other total income and requirements
for disclosure.

Application date: the accounting year starting on 1 January 2013 or
later.

Implementation of the
change impacted the
structure of the financial
statements of the Group;
however, the impact was
immaterial.

IAS 32

Financial Instruments:
Presentation — Offsetting
of Financial Assets and
Liabilities

The change specifies the meaning of the phrase "have the on-going
possibility to exercise the right to set-off” and that certain systemic
gross settlements can be treated as the equivalent of net settlement.
Application date: as for the changes to IFRS 7; i.e., for paragraph 43
— the accounting year starting on 1 January 2013 or later, for the
remainder — the accounting year starting on 1 January 2014 or later.

Implementation of the
change had no material
impact on the financial
statements of the Group .

IFRS 1

First-time Adoption of
International Financial
Reporting Standards:
severe hyperinflation and
removal of fixed dates for
those who adopt IFRS for
the first time. Government
cash loans.

The change specifies the guidelines related to reinstitution of the
financial statements presentation in line with the IFRS following the
term when the functional currency was exposed to significant
hyperinflation, thus enabling the given entity to fulfil the IFRS
requirements and to delete the fixed dates of IFRS first-time
application.

Application date: as of the beginning of the first accounting year
starting at the effective date of the EU Regulation or later —i.e.,

1 January 2013.

The change concerning cash loans obtained from the government
below market rates.

Application date: the accounting year starting on 1 January 2013 or
later.

No impact on the financial
statements of the Group.

IFRS 7

Financial Instruments:
Disclosures — Offsetting of
Financial Assets and
Liabilities

Change of requirements for disclosures related to offsetting of
financial assets and liabilities.

Application date: the accounting year starting on 1 January 2013 or
later.

The change will cause the
scope of disclosures to
increase; however, it will not
have a material impact on
the financial statements of
the Group.
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IFRS 13
Fair Value Measurement

New standard sets out comprehensive guidelines for fair value
measurement of financial and non-financial assets and liabilities.
The standard is introduced to make the said requirements more

coherent and transparent by compiling them in one standard, specify

the guidelines and terms used as well as increase the scope of
disclosures.

Application date: the accounting year starting on 1 January 2013 or
later.

Implementation of a new
standard impacted
measurement of
derivatives. Its impact on
the financial statements
was however immaterial.
Implementation of IFRS 13
has a considerable impact
on scope of disclosures
made for fair value.

IFRIC 20 Stripping Costs
in the Production Phase of
a Surface Mine

The Interpretation clarifies when production stripping should lead to
the recognition of an asset and how that asset should be measured,
both initially and in subsequent periods.

Application date: the accounting year starting on 1 January 2013 or

later.

Not applicable.

The changes following the
IFRS review (published in
May 2012), applying

to annual periods starting

on 1 January 2013.

The changes cover the issues discussed during the IFRS reviews
commenced in 2009 and considered in the draft changes earlier
presented for consultation, but not included in the final changes
published in earlier periods.

The changes published on 17 May 2012 impact IFRS 1, IAS 1, IAS
16, IAS 32 and IAS 34 and are of specifying nature.

Application date: the accounting year starting on 1 January 2013 or

later.

Implementation of the
changes had no material
impact on the financial
statements of the Group .

The published standards and interpretations which were already issued but are still
ineffective as they were not approved by the European Union or were approved by the
European Union but were not previously applied by the Group:

Change

Scope/Application date

Influence on the Group
statements

IAS 19 Employee benefits

The change concerns simplification of settling contributions which
are independent from employee’s seniority (e.g. contributions which
are calculated as per a given remuneration part).

Application date: accounting year starting on 1 July 2014 or later.

The standard implementation
will not have a material
impact on the financial
statements of the Group.

The change introduces the necessity to recognize investments in
subsidiaries, jointly controlled entities and associates at cost or in
line with rules set forth in IFRS 9 Financial Instruments in separate

The analyses show that the

IAS 27 fi ial h fth dard | h d change made will not have a
Standalone Financial inancial statements. The name of the standard was also changed. material impact on the
The change published on 31 October 2012, specifying the ) )
Statements S : o financial statements of the
guidelines for investment entities. Grou
Application date: the accounting year starting on 1 January 2014 or P:
later.
The changes pertain to the accounting principles for investments in
IAS 28 associates and determine the requirements that have to be met in The analyses show that the

Investments in
Associates and Joint
Ventures

order to apply accounting using the equity method for investments
in associates and jointly controlled entities.

Application date: the accounting year starting on 1 January 2014 or
later.

change made will not have a
material impact on the
financial statements of the
Group.

IAS 36

Impairment of Assets
Recoverable Amount
Disclosures for Non-
Financial Assets

The amendment specifies the requirements for recoverable amount
disclosures for non-financial assets. The scope of mandatory
disclosures was limited to the recoverable amount of non-financial
assets where for impairment is identified based on the fair value
less costs of sale.

Application date: the accounting year starting on 1 January 2014 or
later.

The Group is currently
analysing the impact of
changes on the financial
statements.

The preliminary analyses
show that the change made
will not have a material
impact on the financial
statements of the Group.
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IAS 39

Financial Instruments:
Recognition and
Measurement

Novation of Derivatives
and Continuation of
Hedge Accounting

The objective of the amendment is to enable novation to a central
counterparty (CCP) for the derivatives designated as hedging
instruments under the existing hedging relationships.

The amendment made allows for continuation of the hedge
structure in such conditions.

Application date: the accounting year starting on 1 January 2014 or
later.

The preliminary analyses
show that the amendment
made will not have a material
impact on the financial
statements of the Group. The
above follows both the
adopted principles
whereunder the individual
strategies function and the
legal obligation to transfer
transactions to be cleared
through the central
counterparty.

IFRS 9
Financial Instruments

The standard is the result of the outcome of the first stage of IASB
Project focusing on the replacement of IAS 39 and it comprises the
classification and valuation of assets and financial liabilities. In
2012, IASB started the procedure to revise the adopted and
published guidelines which provides for expanding the catalogue of
categories of financial assets with an additional, third category
being the financial assets carried at fair value through other total
income.

On 19 November 2013 the standard was amended in the scope of

1. anew model of hedge accounting functioning,

2. recognising changes of fair value arising from own credit
risk regarding financial liabilities measured at fair value,
and

3. deleting the deadline for obligatory standard
implementation, i.e. 1 January 2015.

The new deadline shall be determined when the new standard
project will be in its final stage.

Standard implementation
may affect the structure of the
financial statements;
however, the Group will
comprehensively assess the
impact of the new standard
together with the guidelines
for portfolio hedge accounting
and impairment incurred but
not reported yet.

New standard presenting the guidelines for financial statements
consolidation including in particular but not limited to the indications
confirming the requirement to include entities in the consolidated
financial statements.

The change published on 28 June 2012 is to specify

The new standard will not
impact the consolidated
financial statements of the
Group because after
assessing the supervision
over the entities wherein
funds were invested in line

IFRS 10 implementation requirements. with the new standard the
Consolidated Financial The change published on 31 October 2012 specifying the .
D, : - ) . conclusions as regards the
Statements guidelines for investment entities which due to the purpose of their
. ) . S extent whereto the Group
business are excluded from the requirement to include subsidiaries . : o
. S ; ) supervises the said entities
in consolidation and are required to carry them at fair value through ined h d whil
profi o loss. remained unchanged while
Application date: the accounting year starting on 1 January 2014 or the Parent Company of the
Group does not meet the
later. .
requirements to be treated as
an investment unit.
New standard sets out the requirements for joint arrangements Standard implementation will
recognition and measurement. not impact the financial
IFRS 11 The change published on 28 June 2012 is to specify statements of the Group

Joint Arrangements

implementation requirements.
Application date: the accounting year starting on 1 January 2014 or
later.

because the Group is not a
party to any mutual
arrangements.

IFRS 12
Disclosure of Interest in
Other Entities

New standard sets out the disclosures of interest in other entities.
The change published on 28 June 2012 is to specify
implementation requirements.

The change published on 31 October 2012, specifying the
guidelines for investment entities in consequence of parallel
changes made to IFRS 10.

Application date: the accounting year starting on 1 January 2014 or
later.

The analyses show that the
implemented change will not
have a material impact on the
financial statements of the
Group (the number of
required disclosures will go

up).
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IFRIC 21

Levies— Interpretation of
Recognition of Levies
Imposed by Governments

IFRIC 21 is the interpretation of the requirements given in IAS 37
Provisions, Contingent Liabilities and Contingent Assets and it
concerns recognition of a liability for a levy imposed by the
government; i.e., the levies other than the income tax.

The interpretation specifies that the obligating event that gives rise
to the recognition of liability to pay a levy is the activity that triggers
the payment of the levy, as identified by the legislation.

Application date: the accounting year starting on 1 January 2014 or
later.

The analyses show that
application of the new
interpretation will not have
impact on the financial
statements of the Group.

Changes arising from
IFRS reviews executed
during the 2010-2012
cycle (published in
December 2013)

The changes cover the matters discussed during the IFRS reviews
commenced in 2010 and considered in the draft changes earlier
presented for consultation, but not included in the final changes
published in previous periods.

The changes published apply to IFRS 2, IFRS 3, IFRS 8, IFRS 13,
IAS 16, IAS 24, IAS 38 and are of specifying nature.

The deadlines for mandatory changes implementation were
indicated in relevant standards.

Implementation does not
have a material impact on
the financial statements of
the Group.

Changes arising from
IFRS reviews executed
during the 2011-2013
cycle (published in
December 2013)

The changes cover the matters discussed during the IFRS reviews
commenced in 2011 and considered in the draft changes earlier
presented for consultation, but not included in the final changes
published in previous periods.

The changes published apply to IFRS 1, IFRS 3, IFRS 13, IAS 40
and are of specifying nature.

The deadlines for mandatory changes implementation were
indicated in relevant standards.

Implementation does not
have a material impact on the
financial statements of the
Group.

IFRS 14 Regulatory
Deferral Accounts

The standard allows the IFRS first-time adopters

to continue to apply their previous principles whereunder they
recognised regulatory deferral accounts both when they adopt the
IFRS for the first time and in their subsequent financial statements.

Not applicable (the new
standard applies only to
entities that are IFRS first-
time adopters).

IV. Significant accounting principles

1. Basis for preparation of consolidated financial statements

The concept of fair value has been applied in the statements for own real property
and investment property as well as financial assets and liabilities measured at fair value,
including derivative instruments, and financial assets classified as available-for-sale,
excluding those for which the fair value cannot be determined in a reliable manner.
Other items of financial assets (including loans and receivables) are presented at amortized
cost less impairment charges or at purchase price less impairment charges.

Fixed assets for sale are recognised at the lower of their balance sheet value and the fair
value minus sales costs.

2. Accounting estimates

The preparation of financial statements in accordance with IFRS requires from the Group
the use of estimates and assumptions that affect the amounts reported in the consolidated
financial statements and notes thereto.

Estimations and assumptions applied to the presentation of value of assets, liabilities,
revenues and costs are made on basis of historical data available and other factors
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considered to be relevant in given circumstances. Applied assumptions related to the future
and available data sources are the base for making estimations regarding carrying value
of assets and liabilities, which cannot be determined explicitly on the basis of other
sources. The estimates reflect the reasons for/ sources of uncertainties as at the balance
sheet date. The actual results may differ from estimates.

The estimations and assumptions are reviewed on an on-going basis. Adjustments
to estimates are recognized in the period when the estimation was changed provided that the
adjustment applies to this period alone or in the period when the estimation
was changed and in the following periods, should the adjustment impact both the current
and future periods.

Below are the most significant booking estimates made by the Group.

2.1. Impairment

The Group assesses whether there is objective evidence of impairment of financial assets
(individual items or groups) and property, plant and equipment items as at balance sheet
date.

2.1.1. Impairment of financial assets

Objective evidence of impairment of financial assets stems from occurrence of one or more
events which have a direct impact on valuation of future asset-related cash flows.

The estimates can take into account observable data indicating occurrence of unfavourable
payment situation on the part of borrowers from a certain group or unfavourable economic
situation of a given country or its part, which translates into the problems sustained by this
group of assets. For IBNR (Incurred But Not Reported) and INSFA (Individually
Non- Significant Financial Assets) portfolios, calculations are made with the use of PD, EAD
and LGD parameters plus the loss identification period in line with the following formula:
Impairment loss = (1-(1-PD)™*?) x (EAD + EI) x LGD

Where:

PD — probability of an impairment trigger occurrence over a 12 month horizon in line
with the Point in Time approach

EAD (exposure at default) — current balance sheet exposure plus the projected
balance sheet equivalent of unutilised credit lines and off-balance sheet liabilities
including the conversion rate (the so called CCF or K-factor) in line with relevant EAD
models.

El (effective interest) — contractual interest accrued and unpaid including outstanding
commissions and effective interest rate adjustment for those exposures for which the
effective interest rate is set and contractual interest accrued and unpaid for those
exposures for which the effective interest rate is not set,

LGD - the expected loss ratio, which is the complement to unity of the ratio of the
recoverable amount and the basis for impairment losses including all direct costs
incurred as of the impairment date until the end of the debt recovery process.

M — a loss identification period expressed in months, which is:
— 6 months for the corporate and strategic client segments, or
— 9 months for the retail client segment.

Historical loss parameters are adjusted with the data coming from current observations in
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order to account for current market factors which were not present during the period covered
with historical observations and exclusions of effects of past developments which are no
longer present today. Detailed disclosures as to credit risk estimation models used by the
Group are presented further in this report, see Chapter: Risk Management at the ING Bank
Slgski S.A. Capital Group, item discussing credit risk management.

To determine impairment (or reverse it), the present value of expected future cash flows has
to be calculated. The methodology and assumptions used to estimate both the amount and
the time of future cash flows are regularly reviewed and adjusted as needed.

Item 5.10. Impairment discusses some examples of impairment conditions for financial
assets and the recording rules applied therefor.

2.1.2. Impairment of other non-current assets

For property, plant and equipment, valuation is based on estimating the recoverable amount
of non-current assets being the higher of their value in use and net realisable value at the
review date. The value in use of an item of property, plant and equipment (or a cash-
generating unit when the recoverable amount of an asset item forming joint assets cannot be
determined) is estimated, among others, through adoption of estimation assumptions for
amounts, times of future cash flows which the Group may generate from a given asset item
(or a cash-generating unit) and other factors. To determine the value in use, the estimated
future cash flows are discounted to their present value at pre-tax discount rate, which reflects
the current market expectations as regards value of money and the specific risk of a given
asset item.

When estimating the fair value less costs of sale, the Group makes use of
relevant market data available or valuations made by independent appraisers which are
based on estimates by and large.

The relevant recording rules were delineated in item 7.4. Impairment of other non- financial
assets.

2.2. Credit risk connected with derivative instruments

The approach employed by the Group to estimate credit risk for derivatives with future
settlement date (active deals unsettled as at the balance sheet date) is consistent with its
approach to assessing credit risk for credit receivables. Valuation adjustments are estimated
per counterparty considering the expected presettlement exposures and the same risk
incurred by the Group.

This approach assuming the possibility of occurrence of risk of bilateral value adjustments.
The adjustment is made using the expected positive exposure estimated through numerous
simulations (the results from the scenarios leading to a negative outcome are eliminated) and
the present market value (or its estimation through referencing to comparable data) of credit
default swaps (CDS). Own risk of the Group and the risk of realisation of a scenario of
concurrent client and Group insolvency are calculated by analogy.

In addition for matured or terminated and unsettled transactions as at the balance sheet
date, the Group establishes impairment losses using the methodology for assessing the risk
of impaired loans.

The two types of fair value adjustments as mentioned above were differently reflected
in the consolidated financial statements. Fair value adjustments due to risk for non-matured
transactions were presented under the item Net income on instruments measured at fair
value through profit or loss and FX result, whereas the impairments losses for matured
transactions under the item Impairment losses for financial assets and provisions for off-
balance-sheet liabilities. If a transaction whose fair value was adjusted in the previous
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reporting period in the item Net income on instruments measured at fair value through profit
or loss and FX result becomes mature or subject to restructuring, then the amount of the
previous fair value adjustment is moved to the item Impairment losses and the added part of
the impairment loss for such already matured transaction is presented in the income
statement in the item Impairment losses for financial assets and provisions for off-balance-
sheet liabilities.

Therefore the financial result is impacted only by the amount of surplus of the current
impairment loss (or write-down) for a mature transaction above the amount of the fair value
adjustment established before the transaction has matured.

2.3. Measurement of financial instruments that do not have a quoted market
price

The fair value of financial instruments not quoted in active markets is measured using
valuation models. For non-option derivatives, the models based on discounted cash flows
apply. Options are measured using appropriate option valuation models.

Valuation models used by the Group are verified prior to their usage. Where possible, in
models the Group uses observable data from active markets. However, in certain
circumstances, to choose the right valuation parameter, the Group makes an estimation by
comparing a given instrument to another one present on another market but having similar or
identical features.

Application of the prudence principle requiring to choose the lower value of assets and the
higher value of liabilities as being more probable — especially in the conditions of lower
liquidity or/and volatility of the financial markets — is fundamental in the valuation made
based on this approach. The change of assumptions concerning these factors may influence
valuation of some financial instruments.

2.4. Retirement and pension benefit provision

The Group establishes the provisions for retirement and pension benefit in accordance with
IAS 19. The provision for retirement and pension benefit pay awarded as part of the benefits
under the Labour Code regulations is calculated using the actuarial method by an
independent actuary as the current value of the future long-term Group obligations towards
its employees according to the headcount and payroll status as at the update date.

The provisions are calculated based on the range of assumptions, related to both
macroeconomic conditions as well as to those related to staff rotation, death risk and
others. The employees provision is calculated based on the estimated retirement or pension
benefit which the Group undertakes to pay under the General Conditions of Remuneration
effective in every Group unit.

The estimated benefit amount is calculated as the product of the following elements:
» the estimated assessment basis for retirement or pension benefit, in keeping with the

General Conditions of Remuneration for each Entity, the estimated growth of
assessment basis by the time of reaching the retirement age,

» percentage rate depending on seniority (in keeping with the General Conditions of
Remuneration).

The resulting amount is discounted on an actuarial basis as at the yearend date. In
accordance with IAS 19 requirements, the financial discount rate used to calculate the
current value of the employee benefit obligations is determined on the basis of the market
yield on government bonds, whose currency and maturity date are consistent with the
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currency and estimated term of the employees benefit obligations.

The discounted amount is lowered by the annual provisions discounted using actuarial
method as at the same date, the purpose whereof is to increase the employee
provisions. The actuarial discount stands for the product of the financial discount and the
probability that the given individual will survive until the retirement age as the Group
employee. The amount of annual provisions and the probability are calculated based on the
models assuming the following three risks:

» probability of termination of employment,
» full incapacity to work,
» mortality.

The probability of quitting work is estimated according to the statistical distribution principle,
with the consideration of the Group’s statistical data. The probability of employee quitting
work depends on the age of employee and it is at fixed level in every work year.

The mortality risk has been reflected in the latest statistical data from the
Polish life-tables for men and women published by the Central Statistical Office
as at the valuation date.

The provision being the result of actuarial valuation is updated annually
based on the valuation of the independent actuary, and in quarterly intervals, based on the
quarterly forecasts indicated in the valuation.

In line with the Commission Regulation (EU) No 475/2012 of 5 June 2012 amending
Regulation No 1126/2008 and amending some IAS/IFRS, IAS 19, among others, as of 1
January 2013 the Bank recognises the actuarial gains and losses in other total income at the
moment when they arise, so that the net amount of the retirement assets or liabilities
recognised in the statement of financial position reflects full amount of the financial surplus or
deficit of the programme. The amendment is of forward-looking nature due to immateriality of
the amounts concerned.

2.5. Valuation of incentive schemes
2.5.1. Valuation of options granted under ING Group incentive system benefits

The fair value of the options granted under the ING Group incentive system benefits was
measured with the Monte Carlo simulation. The model takes the risk-free interest (from
2.02% to 4.62%) as well as the expected exercise date for the options granted (from 5 to 9
years), the option exercise price, the present option price (EUR 2.9 — EUR 26.05), the
expected volatility of ING Group share certificates (25% — 84%) and the expected dividend
yield (from 0.94% to 8.99%).

The ING incentive scheme determines the volatility used to price the stock options, which is
defined by the volatility of market data and not the historical volatility.

2.5.2. Valuation of variable remuneration programme benefits

As at the balance sheet date, the Group presents in the books the estimated present value of
benefits to be rendered under the variable remuneration programme. Benefits will be granted
to employees covered with the programme, based on their performance appraisal for a given
year. Since the programme was launched in 2012, this year will be the first one of
performance appraisal thereunder.

Benefits granted as phantom stock are valued based on the median of closing prices of
Bank’s shares on the Warsaw Stock Exchange during a certain period.

19



ING Bank Slaski S.A. Group
Annual consolidated financial statements for the period from 1% January 2013 to 31* December 2013 (PLN million)

The fair value of the deferred benefit element is adjusted with the reduction factor which
accounts for probability of occurrence of an event requiring adjustment of the value of the
granted benefit which the employee is not fully eligible to as at the balance sheet date. The
catalogue of events has been defined in the programme assumptions. The present value of
the said benefits is determined at market discount rate.

2.6. Residual value of leased assets

The expected residual value is usually the agreed future price of non-current asset purchase
by the client after the end of the leasing term. The value is calculated
as at the leasing commencement, based on the non-current asset initial value. The residual
values are usually established based on certain contractual amount and recognised in net
leasing investment position. Recovery of non-current asset residual value in leasing
operations depends on the fulflment of terms and conditions of leasing agreement and
completion thereof.

2.7. Cost basis of investment of debt and capital securities

Estimation of fair value of and result on sale of securities requires application of a certain
cost basis for investment. The cost basis for investment applied in that respect is based on
the interpretation resulting in application by an analogy to the guidelines given in IAS 2
Inventories, however only as far as possible considering the unique nature of the financial
instruments of this type. The Group applies the “weighted average purchase price” as the
effective cost basis for investment to estimate fair value of and result on sale of securities
with the capital rights.

The Group changed the cost basis for investment used for debt securities from the “weighted
average purchase price” into the “first-in first-out” (FIFO) method. The changed method for
relevant estimates was applied on a prospective basis, effective as of this accounting year.

3. Consolidation policies

3.1. Subsidiaries

Subsidiaries are any entities controlled by the Bank. The control exists, when the Bank has
direct or indirect influence on the financial and operating policies of an entity so as to obtain
benefits from its activities. Control is presumed to exist when the parent owns less than
a half of the voting rights of an entity and when there are:

» rights to more than a half of the voting rights by virtue of an agreement with other
investors;

» power to govern the financial and operating policies of the entity under a statute
or an agreement;

» power to appoint or remove the majority of the members of the board of directors or
equivalent governing body and control of the entity is by that board or body;

» power to cast the majority of votes at meetings of the board of directors
or equivalent governing body and control of the entity is by that board or body.

The financial statements of subsidiaries are included in the consolidated financial
statements from the date of acquisition until the date on which the parent ceases to control
the subsidiary, if applicable.
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3.2. Consolidations of companies
3.2.1. Legal consolidation of subsidiaries

When settling the transactions of consolidating the Bank with its subsidiary (subject to joint
control), the Group applies the approach consistent with the terms and conditions of the
approach whereunder shares are consolidated under the Accounting Act of 29 September
1994 following implementation of IAS 8 guidelines.

Under this approach, individual items of relevant assets and liabilities of the consolidated
subsidiary are included in the standalone financial statements of the Bank according to
values recognized in the consolidated financial statements of the dominant entity as at the
consolidation date. The consolidation does not affect the comparable data;
thus the data do not require any change.

3.2.2. Assumption of control over an entity subject to common control under IFRS 3.

The Group applies the method discussed in item 3.2.1. hereinabove also to recognise
the fact of control assumption over the entity subject to common control under IFRS 3 in the
consolidated financial statements.

The Group adopted the approach whereunder comparable data are not adjusted when
control is assumed over an entity subject to common control under IFRS 3.

3.2.3. Assumption of control over an entity other than the ING Group member

The takeover approach is applied when settling the purchase of entities from non-associated
parties. At the takeover date, the Group recognizes, separately from goodwill, purchased
identifiable assets and taken over identifiable liabilities, taking into account recognition
criteria and all non-controlling interests in the taken over entity.

3.3. Associates

Associates are all entities over which the Group has significant influence but not control,
generally accompanying a share of between 20% and 50% of the voting rights.
The consolidated financial statements include the Group’s share in profits or losses
of associates according to its share in net assets of associates, from the date of obtaining
significant influence until the date, the significant influence ceases.

Investments in associates are initially accounted at purchase price and then accounted
for using the equity method. The Group’s investment in associates includes goodwill
(net of any accumulated impairment loss) identified on acquisition. The share of the Group
in the profits (losses) of associates since the date of acquisition is recognised in the income
statement, whereas its share in changes in other reserves since the date of acquisition
— in other reserves. The carrying amount of the investment is adjusted by the total changes
of different items of equity after the date of their acquisition.

When the share of the Group in the losses of an associate becomes equal or greater
than the share of the Group in that associate, the Group discontinues the recognition
of any further losses or creates provision only to such amount, it has assumed obligations
or has settled payments on behalf of the respective associate.

3.4. Transactions eliminated in consolidation process

Intragroup balances and gains and losses or revenues and costs resulting from intragroup
transactions are eliminated in full in the consolidated financial statements.
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4. Foreign currency
4.1. The functional currency and the presentation currency

The items contained in presentations of particular units of the Group are priced
in the currency of the basic economic environment in which a given entity operates
(“the functional currency”). These consolidated financial statements is presented in Polish
Zloty, which is the functional currency and the presentation currency of the Group.

4.2, Transactions and balances in foreign currency

Transactions expressed in foreign currencies are translated at FX rate prevailing on the
transaction date. The financial assets and liabilities, being result of the said transactions
and denominated in foreign currencies are translated at the FX rate prevailing on a given
day. The foreign exchange differences resulting from the settlements of the said
transactions and the balance sheet valuation of the financial assets and liabilities
denominated in foreign currency are recognized in the income statement in the detailed
item FX result, which is an element of Net income on instruments measured at fair value
through profit and loss and FX result.

Foreign exchange differences due to such items as equity instruments classified as
available-for-sale financial assets are recognized in revaluation capital of available-for-
sale financial assets.

5. Financial assets and liabilities

5.1. Classification

The Group classifies financial instruments to the following categories: financial assets
and liabilities valued at fair value through profit and loss, loans and receivables, investments
held to maturity, available for sale financial assets.

5.1.1. Financial assets and liabilities valued at fair value through profit and loss

These are financial assets or financial liabilities that meet either of the following conditions:

» are classified as held for trading. A financial asset or financial liability is classified as
held for trading if it is: acquired or incurred principally for the purpose of selling or
repurchasing it in the near term or are a part of a portfolio of identified financial
instruments that are managed together and for which there is evidence of a recent
actual pattern of short-term profit-taking. Derivatives are also classified as held
for trading (other than those that are designated and effective hedging instruments),

» upon initial recognition it is designated by the Group as at fair value through profit and
loss. Such designation can be made only if:

— the designated financial asset or financial liability is a hybrid instrument containing
one or many embedded derivatives, which qualify for separate recognition and
embedded derivatives cannot change significantly the cash flows resulting from
the host contract or separation of embedded derivative is forbidden;

— usage of such classification of financial asset or liability eliminates
or decreases significantly the inconsistency of measurement or recognition (so
called accounting difference due to various methods of assets and liabilities
valuation or various recognition of gains and losses attributable to them);
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— the group of financial assets and liabilities or both categories is managed properly,
and its results are measured using fair value, in accordance
with documented risk management principles or the Group’s investment strategy.

5.1.2. Investment held to maturity

Those are the financial assets other than derivatives with payments specified or
possible to specify and with the maturity date specified, other than those defined as loans or
receivables, which the Group intends to and is able to hold by the maturity date.

In case of sale or reclassification of more than an insignificant amount
of held-to-maturity investments in relation to the total held-to-maturity investments before
maturity all the assets of this category are reclassified to the available for sale category.
In such a case, the Group must not classify any financial assets as investments held
to maturity for 2 years.

5.1.3. Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market, other than:

» those that the entity intends to sell immediately or in the near term, which
are classified as held for trading, and those that the entity upon initial recognition
designates at fair value through profit and loss;

» those that the entity upon initial recognition designates as available for sale;
» those for which the holder may not recover substantially all of its initial investment,

other than because of credit deterioration, which are classified as available
for sale.

Loans and receivables include loans and cash loans extended to other banks and clients
including repurchased debt claims, debt securities reclassified from the portfolio of financial
assets available for sale and debt securities not listed on the active market, that comply with
the definition of loans and receivables.

5.1.4. Financial assets available for sale

Available-for-sale financial assets are those non-derivative financial assets that
are designated as available for sale or are not classified as loans and receivables,
held-to-maturity investments or financial assets at fair value through profit and loss.

5.1.5. Other financial liabilities
Financial liabilities being a contractual obligation to deliver cash or other financial asset
to another entity not valued at fair value through profit and loss, being a deposit or loan
received.

5.1.6. Financial guarantee contracts
A financial guarantee contract is a contract that requires the issuer to make specified

payments to reimburse the holder for a loss it incurs because a specified debtor fails to make
payment when due in accordance with the original or modified terms of a debt instrument.
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5.2.  Recognition

The Group recognizes financial assets or liabilities on the balance sheet when, and only
when it becomes a party to the contractual provisions of the instrument. Purchase and sale
transactions of financial assets valued at fair value through profit and loss, held-to-maturity
and available for sale are recognized, in accordance with accounting policies applied to all
transactions of a certain type, at the settlement date, the date on which the asset is delivered
to an entity or by an entity. Loans and receivables are recognized on distribution of the cash
to borrower.

5.3.  Derecognition

The Group derecognises a financial asset when, and only when: the contractual rights
to the cash flows from the financial asset expire or the Group transfers the contractual right
to receipt of the cash flow from the financial asset. On transferring a financial asset,
the Group evaluates the extent to which it retains the risks and rewards of ownership
of the financial asset. Accordingly, where the Group:

» transfers substantially all the risks and rewards of ownership of the financial asset, it
derecognises the financial asset,

» retains substantially all the risks and rewards of ownership of the financial asset,
it continues to recognise the financial asset,

» neither transfers nor retains substantially all the risks and rewards of ownership
of the financial asset, it the Group determines whether it has retained control of the
financial asset. In this case if the Group has retained control, it continues to recognise
the financial asset, and if the Group has not retained control, it derecognises
the financial asset to the extent of its continuing involvement in the financial asset.

The Group removes a financial liability (or a part of a financial liability) from its balance sheet
when, and only when the obligation specified in the contract is satisfied or cancelled or
expires.

The Group derecognizes loans and receivables or their part from its balance sheet, if the
rights pertaining to the credit agreement expire, the Group waives such rights, or sells the
loan.

The Group most frequently writes down receivables as impairment loss when irrevocability
of financial assets is declared, and also when repayment claim costs exceed the amount
of the receivable.

The amounts of receivables written down as loss and recovered thereafter diminish the value
of impairment loss in the income statement.

5.4. Measurement

When a financial asset or financial liability is recognised initially, it is measured at its fair
value plus, in the case of a financial asset or financial liability not carried at fair value through
profit and loss, transaction costs that are directly attributable to the acquisition or issue of the
financial asset or financial liability.

After initial recognition, the Group measures financial assets, including derivatives that are
assets, at their fair values, except for the following financial assets:

» loans and receivables which are measured at amortized cost using the effective
interest method,
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» held-to-maturity investments which are measured at amortised cost using the
effective interest method,

» investments in equity instruments that do not have a quoted market price
in an active market and their fair value cannot be reliably measured,
and derivatives that are linked to and must be settled by delivery of such unquoted
equity instruments, which are measured at cost.

After initial recognition, all financial liabilities are measured at amortised cost using the
effective interest method, except for:

» financial liabilities carried at fair value through profit and loss. Such liabilities,
including derivatives that are liabilities, are measured at fair value except for a
derivative liability that is linked to and must be settled by delivery of an unquoted
equity instrument which fair value cannot be reliably measured, are measured at cost,

» financial liabilities resulting from the transfer of a financial asset which does not
qualify for being excluded from the balance sheet or recognised
on a continuing involvement basis.

The other financial liabilities are measured at amortised cost or the amount of due payment.
Granted financial guarantees are measured at the higher of:

» the amount being the most appropriate estimation of the expenditures needed
to fulfil the current obligation arising from the financial guarantee,
upon consideration of the probability of materialisation thereof;

» the amount recognised at the initial entry, adjusted with the settled amount of
commission received for granting the guarantee.

5.5. Reclassification

A particular financial asset classified as available-for-sale may be reclassified from
this category should it fulfil the definition of loans and receivables and should the Group
intend and be able to maintain this financial asset in the foreseeable future or until
its maturity. Fair value of the financial asset on the reclassification date is deemed as its new
cost or new amortised cost, respectively.

In the event of a maturing financial asset, the profits or losses recognised as equity until
the date of reclassification are amortised and carried through the income statement
for the remaining term until maturity. All differences between the new amortised cost
and the amortisation amount are amortised for the remaining term until the instrument’s
maturity, similarly to the amortisation of premium or discount. Amortisation is based
on the effective interest rate method.

Note 18.1. Reclassification of debt securities is a detailed disclosure of reclassification of
debt securities from available-for-sale financial assets to loans and other receivables, made
in 2008.

5.6. Gains and losses resulting from subsequent measurement

A gain or loss arising from a change in the fair value of a financial asset or financial liability
that is not part of a hedging relationship is recognised, as follows:

» a gain or loss on a financial asset or financial liability classified as at fair value
through profit and loss is recognised in the income statement;
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» a gain or loss on an available-for-sale financial asset is recognized directly
in equity through list of changes in equity.

The interest calculated using the effective interest rate method is recognised in the income
statement.

As of impairment of items of financial assets or a group of financial assets, the Group carries
the amount of contractual interest not paid at the impairment date through profit and loss.
Since then, the Group accrues interest on the items of financial assets or a group of financial
assets less the impairment charge. Interest is accrued at the interest rate used to calculate
the impairment charge for the financial assets affected. Later, the value is adjusted with the
contractual interest paid in a given period.

Dividends on an available-for-sale equity instrument are recognised in the income statement
when the entity’s right to receive payment is established.

Foreign exchange gains and losses arising from a change in the fair value of a non monetary
financial asset available for sale denominated in foreign currency are recognized directly
in equity. Foreign exchange gains and losses arising from monetary financial assets
(e.g. debt securities) denominated in foreign currency are recognized directly in the income
statement.

At the moment of derecognition of financial assets from the balance sheet, cumulated gains
and losses recognized previously in equity, are transferred to the income statement.
If any objective evidence exists that a financial asset or group of financial assets is impaired,
the Group recognizes impairment in accordance with the established rules of determination
of impairment of financial assets.

The fair value of financial assets and liabilities quoted in an active market (including
securities) is determined on the basis of the bid price for long position and offer price
for short position. Valuation techniques include using recent arm’s length market transactions
between knowledgeable, willing parties, if available, discounted cash flow analysis
and option pricing models and other techniques used by market members.

Based on the employed methods of determining the fair value, financial assets/liabilities
are classified to the following categories:

» Level I financial assets/liabilities measured directly on the basis of prices quoted
in the active market,

» Level Il financial assets/liabilities measured on the basis of measurement techniques
based on assumptions using data from an active market or market observations,

» Level llI: financial assets/liabilities measured on the basis of measurement techniques
commonly used by the market players, the assumptions of which
are not based on data from an active market.

The Group verifies on a monthly basis whether any changes occurred to the quality of the
input data used for individual measurement techniques and determines the reasons and their
impact on the fair value calculation for the component of financial assets/liabilities. Each
identified case is reviewed individually. Following detailed analyses, the Group takes a
decision whether its identification entails any changes to the approach for fair value
measurement or not.

In justified circumstances, the Group decides to make changes to the fair value
measurement methodology and their effective date construed as the circumstances change
date. Then, it assesses the impact of changes on the classification to the individual
categories of the fair value measurement hierarchy. Any amendments to the measurement
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methodology and its rationale are subject to detailed disclosures in a separate note to the
financial statements.

5.7. Derivative instruments and hedge accounting

Derivative instruments are valued at fair value without cost of transactions, which are to be
incurred at the moment of its sale. The base of initial fair value measurement of derivative
instruments is value at cost, i.e. fair value of received or paid amount.

The Group separates and recognizes in the balance sheet derivative instruments being
a component of hybrid instruments. A hybrid (combined) instrument includes a non-derivative
host contract and derivative instrument, which causes some or all of the cash flows arising
from the host contract to be modified according to a specified interest rate, financial
instrument price, commodity price, foreign exchange rate, index of prices or rates, credit
rating or credit index, or other variable.

The Group separates embedded derivatives from the host contract and accounts for them
as a derivative if, and only if the economic characteristics and risks of the embedded
derivative are not closely related to the economic characteristics and risks of the host
contract, and the host contract is not valued at fair value through profit and loss.
An embedded derivative is valued at fair value, and its changes are recognized in income
statement.

The Group uses derivative instruments in order to hedge against FX and interest rate risk,
arising from activity of the Group. Those derivatives, which were not designated as hedge
instruments pursuant to the principles of hedge accounting, are classified as trading
instruments and evaluated in fair value.

5.7.1. Hedge accounting

Hedge accounting presents the offset effects of fair value changes of both hedging
instruments and hedged items which impact the income statement.

The Group designates certain derivative instruments as fair value hedge or cash flow hedge.
The Group uses hedge accounting, if the following conditions are met:

» formalised documentation of the hedging relationship was prepared when
the hedging was established. The documentation sets out the purpose of risk
management and the hedging strategy adopted by the Group. In the documentation,
the Group designates the hedging instrument to hedge a given position or
transaction, and specifies the type of risk to be hedged against. The Group specifies
the manner for assessing the effectiveness of the hedging instrument in
compensating for changes in cash flows due to the hedged transaction in terms of
mitigation of risk the Group hedges against,

» the hedging instrument and hedged instrument are similar, especially nominal value,
maturity date and volatility for interest rate and foreign exchange changes,

» the hedge is expected to be highly effective in achieving offsetting changes in fair
value or cash flows attributable to the hedged risk, consistently with the originally
documented risk management strategy for that particular hedging relationship,

» for cash flow hedges, a forecast transaction that is the subject of the hedge must be
highly probable and must present an exposure to variations in cash flows that could
ultimately affect profit or loss,

» the effectiveness of the hedge may be assessed credibly, so the fair value of the
hedged item or the cash flows of the said item as well as fair value of a hedge
instrument may be valued credibly,
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» the hedge is assessed on an ongoing basis and determined actually to have been
highly effective throughout the financial reporting periods for which the hedge was
designated.

a) Fair value hedge

Fair value hedge: a hedge of the exposure to changes in fair value of a recognised asset
or liability or an unrecognised firm commitment, or an identified portion of such an asset,
liability or firm commitment, that is attributable to a particular risk and could affect the income
statement.

A fair value hedge is accounted for as follows: the gain or loss from remeasuring the hedging
instrument at fair value (i.e. for a derivative hedging instrument) is recognised in the income
statement; the gain or loss on the hedged item attributable to the hedged risk adjust the
carrying amount of the hedged item and are recognised in income statement. In view of the
above, any ineffectiveness of the strategy (i.e. lack of full compensation for changes to the
fair value of the hedged item and changes to the fair value of the hedged instrument) is
immediately disclosed in the income statement.

If a hedged item is a component of financial assets available for sale, the profit or loss
resulting from the hedged risk is included in the income statement, and the profit or loss
resulting from non-hedged risk is included in equity.

The Group applies the fair value hedge accounting in order to hedge changes in fair value
of fixed-rate debt instruments classified to the portfolio of available-for-sale assets and fixed-
rate debt instruments classified to the portfolio of loans and receivables before the risk
resulting from interest rate changes.

b) Cash flow hedge

Cash flow hedge: a hedge of the exposure to volatility in cash flows that:

» Is attributable to a particular risk associated with a recognised asset or liability (such
as all or some future interest payments on variable rate debt) or a highly probable
forecast transaction,

» could affect income statement.

A cash flow hedge is accounted for as follows: the changes of the fair value of the hedge
instrument, which are an effective part of hedging relationship, are recognised directly in
equity through the statement of comprehensive income, while the ineffective portion of the
gain or loss on the hedging instrument is recognised in the income statement.

The associated gains or losses that were recognised directly in equity (effective hedge),
at the moment of recognition of a financial asset and liability being a result of planned future
transaction, are transferred into income statement in the same period or periods during which
the asset acquired or liability assumed affects the income statement.

The Group applies cash flow hedge accounting in order to hedge the amount of future cash
flows of certain portfolios of assets/liabilities of the Group or the portfolio of highly probable
planned transactions against the interest rate risk and the highly probable planned
transaction against the FX risk.

In 2012, the Group implemented a new hedging strategy to hedge against FX risk and base
risk being the consequence of funding the CHF or EUR-indexed mortgage loans portfolio
with PLN liabilities using FX interest rate swaps; i.e.: Currency Interest Rate Swap (CIRS).

With one economic link between the concluded CIRS transactions and the extended CHF or
EUR loans as well as PLN deposits used to fund them, the sets two hedge links for cash
flow hedge accounting purposes. The foregoing is made by separating the real CIRS
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transaction part hedging the portfolio of CHF or EUR-indexed loans against FX risk and
interest rate risk and the real CIRS transaction part hedging PLN liabilities against interest
rate risk.

5.7.2. Derivative instruments not qualifying as hedging instruments

Changes in fair value of derivatives that do not fulfil the criteria of hedge accounting are
disclosed in the income statement for the current period. Changes in fair value of IR-
derivatives arising from ongoing accrual of interest coupon are disclosed under Interest result
on derivatives, whereas the remaining part of changes in the fair value of IR-derivatives are
presented under Net income on financial instruments measured at fair value through profit
and loss and FX result.

Changes in the fair value of FX-derivatives are decomposed into three elements, which are
presented as follows:

» changes in fair value arising from ongoing accrual of swap/forward points are
presented under Interest result on derivatives,

» changes in fair value due to changes of foreign exchange rates are presented under
Net income on financial instruments measured at fair value through profit and loss
and FX result,

» the remaining part of change in fair value (i.e. due to the change of interest rates) is
presented under Net income on financial instruments measured at fair value through
profit and loss and FX result.

5.8.  Offsetting financial instruments

The Group offsets financial assets and financial liabilities and reports them
in the net amount in the statement of financial position when and only when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net
basis, or realise the asset and settle the liability simultaneously.

In order to mitigate credit risk, the Group concludes special master agreements with
contracting parties, with which the Group concludes transactions. These special master
agreements provide for offsetting financial assets and liabilities in case of a breach of the
master agreement.

5.9. Repo/reverse repo transactions

The Group presents sold financial assets with the repurchase clauses (repo, sell-buy—back
transactions) in its statement of financial position, simultaneously recognising a financial
liability under a repurchase clause. This is done in order to reflect the risks and benefits
arising on this assets item that are retained by the Group after the transfer.

For the securities purchased with a repurchase clause (reverse repo, buy—sell-back), the
financial assets held are presented as receivables arising from repurchase clause, hedged
with securities.

Starting from the second quarter of 2013, the Group ceased to designate newly concluded
sell-buy-back/buy-sell-back transactions upon initial recognition through profit or loss.

Transactions are measured in line with their intention. Accordingly, the transactions made for
the category of financial instruments held for trading are carried at fair value through profit or
loss. Other transactions are recognised at amortized cost using the effective interest method.
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5.10. Impairment

5.10.1. Assets valued at amortized cost

At each balance sheet date, the Group assesses whether there is any objective evidence
that a financial assets item or a group of financial assets is impaired. A financial asset item or
a group of financial assets is impaired and impairment losses are incurred if, and only if,
there is objective evidence of impairment as a result of one or more events that occurred
after the initial recognition of the asset item (a ‘loss event’) and that loss event (or events)
has (have) an impact on the expected future cash flows of the financial asset item or a group
of financial assets that can be reliably estimated. Losses expected as a result of future
events, no matter how likely, are not recognised.

During the impairment identification process, the Group first assesses whether conditions of
impairment exist for financial assets items.

Considering the special nature of individual credit exposures portfolios, the Group defined
the following events as impairment conditions for a financial assets item:

a) Impairment conditions for retail credit exposures

a debtor has a default of +90 DPD for a material exposure (under Resolution No.
76/2010 of the Polish Financial Supervision Authority);

there have been enforcement proceedings instituted against the debtor;
there is a high probability of bankruptcy or a debtor is in bankruptcy;
debtor’s credit agreement has been terminated;

the debtor’s/ entrepreneur’s financial standing is poor which is reflected by a relevant
risk rating assigned thereto as provided for by the model used by the Bank;

the credit receivables wherefor the present value of debt was significantly reduced is
in restructuring;

some credit receivables wherefor impairment was recognized is redeemed/ written
down;

there is a reasonable suspicion of credit wangling;
other debtor’s accounts found under the same product segment show impairment;

that the credit facility will be regularly repaid was not lent credence to under the
circumstances where the term of regular credit repayment is shorter or equals 90
days (3 months).

b) Impairment conditions for strategic- and corporate-clients credit exposures

there is a high probability of bankruptcy or other financial restructuring of the debtor;

the debtor discontinued to repay the principal, interest or commissions with the default
of +90 DPD;

the debtor sustains material financial problems which can adversely influence future
cash flows from a given financial assets item;

the debtor seriously breached the contractual terms and conditions, the fact which
indicates a measurable decline in estimated future cash flows from a given financial
assets item; i.e.:

— collateral of significant value was sold or liquidated,
— collateral of significant value was established for another lender,
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— significant debt was drawn with another financial institution, or
— significant debt was prepaid with another financial institution,

the active market for that financial assets item disappeared because of financial
difficulties of the debtor, adversely influencing future cash flows from a given financial
assets item;

credit receivables were restructured for non-profit reasons; i.e.: the Group provided
the debtor with facilities for economic or legal reasons related to their financial
problems whereby the future cash flows expected by the Group from the said credit
exposure are reduced below the carrying amount of that exposure;

the balance sheet credit exposure was questioned by the debtor under court
procedure; and

neither the debtor’s place of stay is known nor their property has been disclosed.

c) Conditions of credit exposure impairment assessment

The entire lending portfolio of retail, strategic and corporate network clients is tested for
exposure impairment. The debtor’s credit exposure is tested for impairment at the monitoring
dates in place for the regular and irregular portfolios. For each credit exposure impairment
condition identified, the debtor has to be reclassified to the irregular portfolio
and analysed (tested) for impairment based on the expected future cash flows.

If after the assessment we find that for a given financial assets item
there are no objective reasons for impairment, the item is included in the group of financial
assets with similar credit risk characteristics, which indicate that the debtor is capable to
repay the entire debt under to the contractual terms and conditions. Impairment loss
for such groups is subject to collective assessment. If there is any objective evidence of
impairment of loans and receivables, or investments held-to-maturity measured at amortised
cost, then the amount of the impairment is the difference between the carrying amount of an
asset and the present value of estimated future cash flows, discounted with the initial
effective interest rate of a given financial instrument item.

Practically, for significant assets, impairment is calculated per assets item using the
discounted future cash flows of a given assets item; for insignificant assets — it is calculated
collectively. When estimating future cash flows, the available debtor data are considered; the
debtor's capacity to repay the exposure is assessed in particular. For backed credit
exposures, the expected future cash flows on collateral execution are also used in the
estimation, considering the time, costs and impediments of payment recovery under
collateral sale, among other factors.

If the existing objective evidence of impairment of an assets item or financial assets group
measured at the amortised cost indicate that there will be no expected future cash flows from
the abovementioned financial assets, the impairment loss of assets equals their carrying
amount.

The impairment loss calculated collectively is estimated on the basis of historical loss
experience for assets with similar credit risk characteristics. Historical loss experience is
adjusted on the basis of current observable data (to reflect the effects of current conditions
that did not affect the period on which the historical loss experience is based), and also
through elimination of the effects of conditions in the historical period that do not exist
currently. The Group regula