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PLN (000’s)

SELECTED FINANCIAL DATA

The selected financial data presented below are supplementary information to the condensed consolidated
financial statements of mBank S.A. Group for the first half of 2021.

. Period 9 Period

SELECTED FINANCIAL DATA FOR THE GROUP Period from 01.01.2020 Period from 01.01.2020
from 01.01.2021 202 from 01.01.2021 202

to 30.06.2021|  t©30-06.20201 "5, 54 65 2021  to 30.06.2020

- restated - restated

I. Interest income 2 054 556 2 545 593 451 829 573 164

II. Fee and commission income 1292 272 1079913 284 191 243 152

III. Net trading income 106 765 84 350 23 479 18 992

IV. Operating profit 1028 813 632 617 226 252 142 440

V. Profit before income tax 742 827 362 370 163 359 81 591

VI. Net profit attributable to Owners of mBank S.A. 425 808 177 900 93 642 40 056

VII. Net profit attributable to non-controlling interests (41) (63) 9) (14)

VIIL. Net cash flows from operating activities 18 457 170 7 281 168 4 059 019 1639 423

IX. Net cash flows from investing activities (324 982) (191 566) (71 469) (43 133)

X. Net cash flows from financing activities (2 062 194) (1 185 508) (453 509) (266 928)

X Totgl net increase / decrease in cash and cash 16 069 994 5 004 094 3534 042 1329 362

equivalents

XII. Basic earnings per share (in PLN/EUR) 10.05 4.20 2.21 0.95

XIII. Diluted earnings per share (in PLN/EUR) 10.04 4.20 2.21 0.95

XIV. Declared or paid dividend per share (in PLN/EUR) - - - -

SELECTED FINANCIAL DATA FOR THE GROUP

30.06.2021 31.12.2020 30.06.2021 31.12.2020
- restated - restated

I. Total assets 198 470 892 178 871 617 43 901 719 38 760 427
II. Amounts due to other banks 2 820 649 2 399 740 623 927 520 010
III. Amounts due to customers 156 583 517 137 698 668 34 636 241 29 838 491
IV. Equity attributable to Owners of mBank S.A. 16 691 714 16 673 133 3 692 204 3612970
V. Non-controlling interests 1889 1934 418 419
VI. Share capital 169 468 169 468 37 486 36 723
VII. Number of shares 42 367 040 42 367 040 42 367 040 42 367 040
VIII. Book value per share (in PLN/EUR) 393.98 393.54 87.15 85.28
IX. Total capital ratio 17.55 19.86 17.55 19.86

The following exchange rates were used in translating selected financial data into EUR:

B for items of the statement of financial position - exchange rate announced by the National Bank of
Poland as at 30 June 2021: EUR 1 = 4.5208 PLN, 31 December 2020: EUR 1 = 4.6148 PLN.

for items of the income statement - exchange rate calculated as the arithmetic mean of exchange rates
announced by the National Bank of Poland as at the end of each month of the first half of 2021 and
2020: EUR 1 = 4.5472 PLN and EUR 1 = 4.4413 PLN respectively.
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CONDENSED CONSOLIDATED INCOME STATEMENT

Period Period Period Period
from 01.04.2021| from 01.01.2021| from 01.04.2020| from 01.01.2020
to 30.06.2021 to 30.06.2021 to 30.06.2020 to 30.06.2020
Interest income, including: 5 1035175 2 054 556 1210616 2 545 593
Intere_st il_wome accounted for using the 917 868 1815 757 1084 924 2313030
effective interest method
Income similar to interest on financial assets
at fair value through profit or loss 117 307 238 799 125692 232 563
Interest expenses 5 (73 638) (146 124) (204 005) (473 518)
Net interest income 961 537 1908 432 1 006 611 2072 075
Fee and commission income 6 646 334 1292 272 535 487 1079913
Fee and commission expenses 6 (193 765) (371 643) (172 550) (354 300)
Net fee and commission income 452 569 920 629 362937 725613
Dividend income 7 3472 3912 4179 4479
Net trading income 8 43 587 106 765 39 545 84 350
Gains or losses on non-trading financial assets
mandatorily at fair value through profit or loss 9 4594 (6 879) 16 509 (43 706)
Gains or losses on derecognition of financial assets
and liabilities not measured at fair value through 10 2991 92 115 5530 2 258
profit or loss
Other operating income 11 53 021 108 008 74 934 116 065
Impairment or reversal of impairment on financial
assets not measured at fair value through profit or 12 (225 324) (380 984) (344 115) (713 914)
loss
Costs of legal risk related to foreign currency loans 3 (248 537) (314 805) (188 972) (201 883)
Overhead costs 13 (467 894) (1 020 660) (455 147) (1 093 960)
Depreciation (112 336) (224 227) (116 362) (213 872)
Other operating expenses 14 (82 010) (163 493) (48 802) (104 888)
Operating profit 385 670 1028 813 356 847 632617
Taxes on the Group balance sheet items (147 165) (285 986) (138 417) (270 247)
Profit before income tax 238 505 742 827 218 430 362 370
Income tax expense (129 831) (317 060) (131 499) (184 533)
Net profit 108 674 425 767 86 931 177 837
Net profit attributable to:
- Owners of mBank S.A. 108 683 425 808 86 983 177 900
- Non-controlling interests (9) (41) (52) (63)
Net profit attributable to Owners of 15 108 683 425 808 86 983 177 900
mBank S.A.
Weighted average number of ordinary shares 15 42 367 040 42 367 040 42 350 367 42 350 367
Earnings per share (in PLN) 15 2.57 10.05 2.05 4.20
Weighted average number of ordinary shares
for diluted earnings 15 42 429 506 42 429 506 42 386 009 42 386 009
Diluted earnings per share (in PLN) 15 2.56 10.04 2.05 4.20
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Period

from 01.04.2021
to 30.06.2021

Period
from 01.01.2021
to 30.06.2021

Period
from 01.04.2020
to 30.06.2020

Period
from 01.01.2020
to 30.06.2020

Net profit 108 674 425 767 86 931 177 837
Other comprehensive income net of tax, including: (165 946) (410 773) 238 484 577 309
Items that may be reclassified subsequently to the income statement

(E:é:gange differences on translation of foreign operations (207) 357 158 (303)
Cash flows hedges (net) (91 403) (251 334) 82 441 367 235
E:ﬁ;;’;igﬁ:fgﬁg;ae'r(::t';‘e through other (85 772) (171 232) 155 885 210 377
Items that will not be reclassified to the income statement

Investment properties 11 436 11 436 - -
Total comprehensive income (net) (57 272) 14 994 325415 755 146
Total comprehensive income (net), attributable to:

- Owners of mBank S.A. (57 263) 15 035 325 467 755 209
- Non-controlling interests (9) (41) (52) (63)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ASSETS 30.06.2021 31.12.2020 01.01.2020
- restated - restated

Cash and balances with the Central Bank 16 523 318 3968 691 7 897 010
Financial assets held for trading and hedging derivatives 16 3071575 2 586 721 2 866 034
Il:l)(;g,-ti;acciilijré?ngr:\ancial assets mandatorily at fair value through profit or 17 1 676 705 1 784 691 2267 922
Equity instruments 17 209 502 202 304 162 616
Debt securities 17 82 064 76 068 133 774
Loans and advances to customers 17 1385139 1506 319 1971532
Financial assets at fair value through other comprehensive income 18 32 046 002 35 498 061 22 773 921
Financial assets at amortised cost, including: 19 139 646 009 130 179 902 118 412 330
Debt securities 19 15 083 951 15 952 501 11234 873
Loans and advances to banks 19 9 750 443 7 354 268 4 341 758
Loans and advances to customers 19 114 811 615 106 873 133 102 835 699
Fair vglue changes of the hedged items in portfolio hedge of interest 161 103 R R
rate risk
Non-current assets and disposal groups classified as held for sale _ _ 10 651
Intangible assets 20 1207 765 1178 698 955 440
Tangible assets 21 1 553 987 1514 577 1262 397
Investment properties 127 510 - -
Current income tax assets 15 461 23 957 12 662
Deferred income tax assets 25 1018 246 853 880 937 712
Other assets 1423 211 1282 439 956 949
TOTAL ASSETS 198 470 892 178 871 617 158 353 028
imsnmesawoequry | |
s | | | | |
Financial liabilities held for trading and hedging derivatives 22 1803 770 1 338 564 948 764
Financial liabilities measured at amortised cost, including: 175 007 387 156 673 052 137 763 369
Amounts due to banks 23 2 820 649 2 399 740 1166 871
Amounts due to customers 23 156 583 517 137 698 668 116 661 138
Debt securities issued 13 060 997 13 996 317 17 435 143
Subordinated liabilities 2 542 224 2 578 327 2 500 217
Iff:tlg \;iasllL(Je changes of the hedged items in portfolio hedge of interest 33 788 59 624 136
Liabilities included in disposal groups classified as held for sale _ _ 1315
Provisions 24 562 789 501 691 371 741
Current income tax liabilities 92 239 225 796 161 534
Deferred income tax liabilities 25 87 690 82
Other liabilities 4 277 229 3397 133 2 952 782
TOTAL LIABILITIES 181 777 289 162 196 550 142 199 723

EQUITY

Equity attributable to Owners of mBank S.A. 16 691 714 16 673 133 16 151 303
Share capital: 3 587 035 3 587 035 3 579 818
Registered share capital 169 468 169 468 169 401
Share premium 3417 567 3417 567 3410 417
Retained earnings: 26 12930951 12 501 597 12 394 775
Profit from the previous years 12 505 143 12 397 766 12 394 775
Profit for the current year 425 808 103 831 -
Other components of equity 27 173 728 584 501 176 710
Non-controlling interests 1 889 1934 2002
TOTAL EQUITY 16 693 603 16 675 067 16 153 305
TOTAL LIABILITIES AND EQUITY 198 470 892 178 871 617 158 353 028
Total capital ratio (in %) 17.55 19.86 19.46
Common Equity Tier 1 capital ratio (in %) 15.18 16.99 16.51
Book value 16 691 714 16 673 133 16 151 303
Number of shares 42 367 040 42 367 040 42 350 367
Book value per share (in PLN) 393.98 393.54 381.37
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Changes in equity from 1 January to 30 June 2021

components of attributable to Nor!-controllmg Total equity
Registered Share premium | Profit from the | Profit for the equity Owners of interests
share capital P UM | previous years | current year mBank S.A.
Equity as at 1 January 2021 169 468 3417 567 12 501 597 - 584 501 16 673 133 1934 16 675 067
Total comprehensive income - - - 425 808 (410 773) 15 035 (41) 14 994
Other increase or decrease in equity - - - - - - (4) 4
Stock option program for _ ~ _ _ _
employees 3 546 3 546 3546
- value of services provided by the _ . - - -
employees 3546 3546 3546
- settlement of exercised options - - - - - - - -
Equity as at 30 June 2021 169 468 3417 567 12505 143 425 808 173 728 16 691 714 1889 16 693 603
Changes in equity from 1 January to 31 December 2020
Share capital Retained earnings Equity
Registered . Profit from the | Profit for the comzor:ietr;ts ° Owners of interests otal equity
share capital Sl [ previous years | current year { mBank S.A.
Equity as at 1 January 2020 169 401 3410 417 12394 775 . 176 710 16 151 303 2002 16 153 305
Total comprehensive income - - - 103 831 407 791 511 622 (74) 511 548
Issuance of ordinary shares 67 - - - - 67 - 67
Other increase or decrease in equity - - (18) - - (18) 6 (12)
Stock option program for - 7 150 3009 - - 10 159 - 10 159
employees
- value of services provided by the _ _ _ ~ ~
employees 10 159 10 159 10 159
- settlement of exercised options - 7 150 (7 150) - - - - -
Equity as at 31 December 2020 169 468 3417 567 12 397 766 103 831 584 501 16 673 133 1934 16 675 067
Changes in equity from 1 January to 30 June 2020
Share capital Retained earnings Equity
Registered Share premium | Profit from the | Profit for the equity Owners of interests
share capital P previous years | current year mBank S.A.
Equity as at 1 January 2020 169 401 3410 417 12394 775 - 176 710 16 151 303 2002 16 153 305
Total comprehensive income - - - 177 900 577 309 755 209 (63) 755 146
Other increase or decrease in equity - - 26 - - 26 6 32
Stock option program for ~ ~ _ _ _
employees 4246 4246 4246
- value of services provided by the _ _ _ _ ~
employees 4246 4246 4246
- settlement of exercised options - - - - - - - -
Equity as at 30 June 2020 169 401 3410 417 12 399 047 177 900 754 019 16 910 784 1945 16 912729
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Period| (01 012090

from 01.01.2021 to 30.06.2020

to 30.06.2021 - restated

Profit before income tax 742 827 362 370
Adjustments: 17 714 343 6 918 798
Income taxes paid (457 082) (203 328)
Depreciation, including depreciation of fixed assets provided under operating lease 242 831 234 567
Foreign exchange (gains) losses related to financing activities (368 124) 421 141
(Gains) losses on investing activities (187) (4 018)
Dividends received (3912) (4 479)
Interest income (income statement) (2 054 556) (2 545 593)
Interest expense (income statement) 146 124 473 518
Interest received 2 091 635 2 715 350
Interest paid (124 452) (521 009)
Changes in loans and advances to banks 1103 634 73 702
Changes in financial assets and liabilities held for trading and hedging derivatives (507 313) (50 607)
Changes in loans and advances to customers (7 762 383) (3 251 372)
Changes in financial assets at fair value through other comprehensive income 3 156 836 (12 727 400)
Changes in securities at amortised cost 844 270 (1 315 767)
Changes of non-trading equity securities mandatorily at fair value through profit or loss (7 474) (7 680)
Changes in other assets (103 823) (347 856)
Changes in amounts due to banks 431 482 834 625
Changes in amounts due to customers 20 101 720 22 966 629
Changes in issued debt securities (110 699) (203 734)
Changes in provisions 61 098 31 492
Changes in other liabilities 1034718 350 617
A. Cash flows from operating activities 18 457 170 7 281 168
Disposal of shares in subsidiaries, net of cash disposed 4 280 -
Disposal of intangible assets and tangible fixed assets 39 839 45 618
Dividends received 3912 4 479
Acquisition of shares in subsidiaries (10 000) -
Purchase of intangible assets and tangible fixed assets (363 013) (241 663)
B. Cash flows from investing activities (324 982) (191 566)
Proceeds from issue of debt securities 598 949 95 000
Repayments of other loans and advances (1 358 250) -
Redemption of debt securities (1227 210) (1179 973)
Payments of lease liabilities (47 382) (56 984)
Interest paid from loans and advances received from banks and from subordinated liabilities (28 301) (43 551)
C. Cash flows from financing activities (2062 194) (1185 508)
Net increase / decrease in cash and cash equivalents (A+B+C) 16 069 994 5904 094
Effects of exchange rate changes on cash and cash equivalents 8 958 22 640
Cash and cash equivalents at the beginning of the reporting period 4 249 046 8 279 388
Cash and cash equivalents at the end of the reporting period 20 327 998 14 206 122
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EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
1. Information regarding the Group of mBank S.A.

The Group of mBank S.A. ("Group”, *"mBank Group”) consists of entities under the control of mBank S.A.
(“Bank”, “mBank") of the following nature:

B strategic: shares and equity interests in companies supporting particular business segments of mBank
S.A. (corporates and financial markets segment, retail banking segment and other) with an investment
horizon not shorter than 3 years. The formation or acquisition of these companies was intended to
expand the range of services offered to the clients of the Bank;

B other: shares and equity interests in companies acquired in exchange for receivables, in transactions
resulting from composition and work out agreements with debtors, with the intention to recover a part
or all claims to loan receivables and insolvent companies under liquidation or receivership.

The parent entity of the Group is mBank S.A., which is a joint stock company registered in Poland and
a part of Commerzbank AG Group.

The head office of the Bank is located at 18 Prosta St., Warsaw. Until 19 November 2020, the head office
of the Bank was at 18 Senatorska St., Warsaw.

The shares of the Bank are listed on the Warsaw Stock Exchange.

As at 30 June 2021, mBank S.A. Group covered by the Consolidated Financial Statements comprised the
following companies:

mBank S.A. - the parent entity

mBank S.A. was established under the name of Bank Rozwoju Eksportu SA by Resolution of the Council of
Ministers N° 99 of 20 June 1986. The Bank was registered pursuant to the legally valid decision of the
District Court for the Capital City of Warsaw, 16th Economic Registration Division, on 23 December 1986
in the Business Register under the number RHB 14036. The 9th Extraordinary Meeting of Shareholders held
on 4 March 1999 adopted the resolution changing the Bank’s name to BRE Bank SA. The new name of the
Bank was entered in the Business Register on 23 March 1999. On 11 July 2001, the District Court in Warsaw
issued the decision on the entry of the Bank in the National Court Register (KRS) under number
KRS 0000025237.

On 22 November 2013, the District Court for the Capital City of Warsaw, 12th Commercial Division of the
National Court Register, registered the amendments to the Bank’s by-laws arising from Resolutions No 26
and Resolutions No 27 of the 26th Annual General Meeting of mBank S.A., which was held on 11 April 2013.
With the registration of changes in company by-laws, the name of the Bank has changed from BRE Bank
Spétka Akcyjna on mBank Spdtka Akcyjna (abbreviated mBank S.A.).

According to the Polish Classification of Business Activities, the business of the Bank was classified as “Other
monetary intermediation” under number 6419Z. According to the Stock Exchange Quotation, the Bank is
classified as “Banks"” sector as part of the “Finance” macro-sector.

According to the by-laws of the Bank, the scope of its business consists of providing banking services and
consulting and advisory services in financial matters, as well as of conducting business activities within the
scope described in its by-laws. The Bank operates within the scope of corporate, institutional and retail
banking (including private banking) throughout the whole country and operates trade and investment
activities as well as brokerage activities.

The Bank provides services to Polish and international corporations and individuals, both in the local
currency (Polish Zloty, PLN) and in foreign currencies.

The Bank may open and maintain accounts in Polish and foreign banks, and can possess foreign exchange
assets and trade in them.

The Bank conducts retail banking business in Czech Republic and Slovakia through its foreign mBank
branches in these countries.

As at 30 June 2021 the headcount of mBank S.A. amounted to 5 983 FTEs (Full Time Equivalents) and of
the Group to 6 641 FTEs (30 June 2020: Bank 6 114 FTEs, Group 6 827 FTEs).

As at 30 June 2021 the employment in mBank S.A. was 7 003 persons and in the Group 9 291 persons
(30 June 2020: Bank 7 151 persons, Group 9 477 persons).

The business activities of the Group are conducted in the following business segments presented in detail
in Note 4.
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Retail Banking

mFinanse S.A. - subsidiary

mBank Hipoteczny S.A. — subsidiary (the retail segment of the company’s activity)
mLeasing Sp. z 0.0. — subsidiary (the retail segment of the company’s activity)

Asekum Sp. z 0.0. - subsidiary (the retail segment of the company’s activity)

LeaselLink Sp. z 0.0. — subsidiary

mElements S.A. - subsidiary

Corporate and Investment Banking

mBank Hipoteczny S.A. — subsidiary (the corporate segment of the company’s activity)
mFaktoring S.A. - subsidiary

mLeasing Sp. z 0.0. — subsidiary (the corporate segment of the company’s activity)

Asekum Sp. z 0.0. - subsidiary (the corporate segment of the company’s activity)

G-Invest Sp. z 0.0. (previously Garbary Sp. z 0.0.) — subsidiary

Tele-Tech Investment Sp. z 0.0. - subsidiary

Treasury and Other

B mBank Hipoteczny S.A. - subsidiary (with regard to activities concerning funding)
B mLeasing Sp. z 0.0. - subsidiary (with regard to activities concerning funding)

B Future Tech Fundusz Inwestycyjny Zamkniety - subsidiary

Other information concerning companies of the Group

As of December 2020, the consolidation of mFinance France S.A. was discontinued. The business activities
of the company was conducted in the bussines segment “Treasury and Other”. Discontinuation of
consolidation resulted from the substitution described in detail in Note 28 of Consolidated financial
statement of mBank Group S.A., published on 25 February 2021. In November 2020, the liquidation of the
company began. On 22 April 2021, the Ordinary General Shareholders’ Meeting of the subsidiary decided
to end the liquidation of the subsidiary on 22 April 2021 and thus to submit an application for the removal
of the subsidiary from the French register of enterprises.

On 16 December 2020, mBank S.A. and Archicom Polska S.A. signed a share sale agreement, under which
mBank sold 100% of shares in the share capital of BDH Development Sp. z 0.0. The business activities of
the company was presented in the business segment “Treasury and Other”. The sale transaction was
described in Note 24 of Consolidated financial statement of mBank Group S.A., published on 25 February
2021.

Information concerning the business conducted by the Group’s entities is presented under Note 4 “Business
Segments” of these condensed consolidated financial statements.

The condensed consolidated financial statements of the Bank cover the following companies:

Share in Share in

Company

mBank Hipoteczny S.A.

Share in
voting rights| Consolidation| voting rights| Consolidation| voting rights| Consolidation
(directly and method| (directly and (directly and method
indirectly) indirectly) indirectly)

100%

full

100%

full

100%

full

mLeasing Sp. z 0.0.

100%

full

100%

full

100%

full

mFinanse S.A.

100%

full

100%

full

100%

full

mFaktoring S.A.

100%

full

100%

full

100%

full

Future Tech Fundusz Inwestycyjny
Zamkniety

98.04%

full

98.04%

full

98.04%

full

Tele-Tech Investment Sp. z 0.0.

100%

full

100%

full

100%

full

G-Invest Sp. z o.0.
(previously Garbary Sp. z 0.0.)

100%

full

100%

full

100%

full

Asekum Sp. z 0.0.

100%

full

100%

full

100%

full

LeaseLink Sp. z o0.0.

100%

full

100%

full

100%

full

mElements S.A.

100%

full

100%

full

100%

full

mFinance France S.A.

99.998%

99.998%

full

BDH Development Sp. z 0.0.

100%

full
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The Management Board of mBank S.A. approved these condensed consolidated financial statements for
issue on 2 August 2021.

2. Description of relevant accounting policies
Accounting basis

The Condensed Consolidated Financial Statements of mBank S.A. Group have been prepared for the
6-month period ended 30 June 2021. Comparative data include the period from 1 January 2020 to
30 June 2020 for the condensed consolidated income statement, condensed consolidated statement of
comprehensive income, the condensed consolidated statement of cash flows and condensed consolidated
statement of changes in equity, additionally for the period from 1 January to 31 December 2020 for the
condensed consolidated statement of changes in equity, and in the case of the condensed consolidated
statement of financial position, data as at 31 December 2020.

The Consolidated Financial Statements of mBank S.A. Group have been prepared on a historical cost basis
in compliance with the International Financial Reporting Standards (IFRS) as adopted for use in the
European Union, except for derivative financial instruments, other financial assets and liabilities held for
trading, financial assets failing SPPI test and financial assets and liabilities designated at fair value through
profit or loss, debt and equity instruments at fair value through other comprehensive income, investment
properties and liabilities related to cash-settled share-based payment transactions, all of which have been
measured at fair value. Non-current assets held for sale or group of these assets classified as held for sale
are stated at the lower of the carrying value and fair value less costs to sell.

The data for the year 2020 before the restatement, described further in the section "Comparative data",
presented in these mBank S.A. Group condensed consolidated financial statements was audited by the
auditor.

The preparation of the financial statements in compliance with IFRS requires the application of specific
accounting estimates. It also requires the Management Board to use its own judgment when applying the
accounting policies adopted by the Group. The issues in relation to which a significant professional
judgement is required, more complex issues, or such issues where estimates or judgments are material to
the consolidated financial statements are disclosed in Note 3.

Financial statements are prepared in compliance with materiality principle. Material omissions or
misstatements of positions of financial statements are material if they could, individually or collectively,
influence the economic decisions that users make on the basis of Group’s financial statements. Materiality
depends on the size and nature of the omission or misstatement of the position of financial statements or
a combination of both. The Group presents separately each material class of similar positions. The Group
presents separately positions of dissimilar nature or function unless they are immaterial.

These condensed consolidated financial statements were prepared under the assumption that all the entities
of the Group continues as a going concern in the foreseeable future, i.e. in the period of at least 12 months
following the reporting 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 Group is
endangered in the period of 12 months from the reporting date.

Detailed accounting principles applied to the preparation of these condensed consolidated financial
statements are presented in Note 2 to the Consolidated Financial Statements of mBank S.A. Group for
2020, published on 25 February 2021. These principles were applied consistently over all presented periods,
except for the new accounting policy regarding the investment properties and change in accounting policies
described below.

Investment properties are defined as land and buildings held for the purpose of earning rental income or
because they are expected to increase in value. On initial recognition investment properties are measured
at cost including directly attributable transaction costs. In subsequent measurements, investment
properties are measured at fair value. Current income and expenses are recognised in other operating
income or expenses. Remeasurement changes arising from changes in fair value are also shown under
other operating income or expenses in the income statement for the period. As at the date of reclassification
of the property occupied by the Group to investment property, the difference between the carrying amount
of the property determined in accordance with IAS 16 or IFRS 16 and its fair value is recognized by the
Group (i) in the profit or loss account in the event of a decrease in the carrying amount or reversal of
a previously recognised impairment loss on this property, or (ii) in other comprehensive income, in the
event of an increase in the current value above the amount of the reversed impairment loss. On subsequent
disposal of the investment property, the revaluation reserve in other comprehensive income is transferred
to retained earnings. The transfer from other comprehensive income to retained earnings is not made
through the income statement.

Starting from 2021, the Group changed the accounting policy for recognizing the impact of the legal risk
related to individual court cases concerning indexation clauses in mortgage and housing loans in CHF. Until

12



mBank S.A. Group
IFRS Condensed Consolidated Financial Statements for the first half of 2021 PLN (000’s)

the end of 2020 the Group recognized provisions for legal proceedings in accordance with IAS 37
“Provisions, Contingent Liabilities and Contingent Assets” in relation to both active and repaid loans. In
view of changes in conditions, such as the growing number of court cases and the predominantly
unfavorable court judgments stating the invalidity of the contract in whole or certain provisions thereof the
Group expects that it will not obtain the full amount of contractual cash flow related to those loans.
Therefore in relation to active loans the Group revised its estimates of cash flows and ajusted the gross
carrying amount of those loans in accordance with IFRS 9 “Financial Instruments” paragraph B5.4.6. as
the change in expected cash flows is not related to credit risk and therefore is not recognised as expected
credit losses. The recognition of the impact of legal risk related to repaid loans remained unchanged.

The Group changed its accounting policies as allowed by IAS 8 in order to provide users of financial
statements with more relevant information regarding the impact of the CHF mortgage and housing loan
portfolio and related legal risk on the financial position, financial performance and cash flows of the Group.
In the Group’s opinion such approach provides better reflection of value of CHF-indexed loans in the
statement of financial position. The changed approach will also allow for better comparability of financial
statements across financial sector as such the accounting treatment constitutes the prevailing market
practice in this respect.

New standards, interpretations and amendments to published standards

These financial statements include the requirements of all the International Accounting Standards and the
International Financial Reporting Standards endorsed by the European Union, and the related with them
interpretations which have been endorsed and binding for annual periods starting on 1 January 2021.

Standards and interpretations endorsed by the European Union

Published Standards and Interpretations which have been issued and binding for the first time in the
reporting period covered by the financial statements.

B Amendments to IFRS 4 Extension of the Temporary Exemption from Applying IFRS 9, published by
International Accounting Standards Board on 25 June 2020, approved by the European Union on
15 December 2020.

Amendments to IFRS 4 extend the temporary exemption from application of the IFRS 9 so that insurers
will be required to apply IFRS 9 for annual periods beginning on or after 1 January 2023. The extension
maintains the alignment between the expiry date of the temporary exemption and the effective date
of IFRS 17, which replaces IFRS 4.

The application of the changes to the standard had no significant impact on the Group’s financial
statements in the period of their initial application.

B Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform — Phase
2, published by International Accounting Standards Board on 27 August 2020, approved by the
European Union on 13 January 2021, binding for annual periods starting on or after 1 January 2021.

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform - Phase
2 relate to the modification of financial assets, financial liabilities and lease liabilities, specific hedge
accounting requirements, and disclosure requirements applying IFRS 7 to accompany the amendments
regarding modifications and hedge accounting.

Regarding modification of financial assets, financial liabilities and lease liabilities a practical expedient
for modifications required by the reform (modifications required as a direct consequence of the IBOR
reform and made on an economically equivalent basis) has been introduced. These modifications are
accounted for by updating the effective interest rate. All other modifications are accounted for using
the current IFRS requirements. A similar practical expedient is proposed for lessee accounting applying
IFRS 16.

Regarding hedge accounting amendments, hedge accounting is not discontinued solely because of the
IBOR reform. Hedging relationships (and related documentation) must be amended to reflect
modifications to the hedged item, hedging instrument and hedged risk. Amended hedging relationships
should meet all qualifying criteria to apply hedge accounting, including effectiveness requirements.

Specific disclosures are also required in order to allow users to understand the nature and extent of
risks arising from the IBOR reform to which the entity is exposed to and how the entity manages those
risks as well as the entity’s progress in transitioning from IBORs to alternative benchmark rates, and
how the entity is managing this transition.

IFRS 4 was also amended to require insurers that apply the temporary exemption from IFRS 9 to apply
the amendments in accounting for modifications directly required by IBOR reform.
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Group analysed the impact of applying the amendments to the standards on the financial statements
in the period of their initial application. The detailed information regarding this analysis was presended
for the first time in the consolidated financial statements for 2020.

Published Standards and Interpretations which have been issued but are not yet binding or have not been
adopted early
B Annual Improvements to IFRS Standards 2018-2020, published by International Accounting Standards

Board on 14 May 2020, approved by the European Union on 28 June 2021 and binding for annual
periods starting on or after 1 January 2022.

Annual Improvements include changes to IFRS 1 First-time Adoption of International Financial
Reporting Standards, IFRS 9 Financial Instruments, Illustrative Examples accompanying IFRS 16
Leases and IAS 41 Agriculture.

The amendment to IFRS 1 permits a subsidiary that applies paragraph D16(a) of IFRS 1 to measure
cumulative translation differences using the amounts reported by its parent, based on the parent’s date
of transition to IFRSs.

The amendment to IFRS 9 clarifies which fees the entity includes when it applies the '10 per cent test’
in assessing whether to derecognize a financial liability. An entity includes only the fees paid or received
between the entity (the borrower) and the lender, including fees paid or received by either the entity
or lender on the other’s behalf.

The amendment to IFRS 16 removes the illustration of payments from the lessor relating to leasehold
improvements in order to resolve any potential confusion regarding the treatment of lease incentives.

The amendment to IAS 41 removes the requirement to exclude cash flows for taxation when measuring
fair value of a biological asset using a parent value technique. This will ensure consistency with the
requirements in IFRS 13 Fair Value Measurement.

The Group is of the opinion that the application of the changes to standards will have no significant
impact on the financial statements in the period of their initial application.

B Amendments to IAS 16 Property, Plant and Equipment: Proceeds before Intended Use, published by
International Accounting Standards Board on 14 May 2020, approved by the European Union on
28 June 2021 and binding for annual periods starting on or after 1 January 2022.

Amendments to IAS 16 prohibit a company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while the company is preparing the asset for
its intended use. Instead, a company will recognize such sales proceeds and related cost in profit or
loss.

The Group is of the opinion that the application of the changes to the standard will have no significant
impact on the financial statements in the period of their initial application.

B Amendments to IAS 37 Onerous contracts — Cost of Fulfilling the Contract, published by International
Accounting Standards Board on 14 May 2020, approved by the European Union on 28 June 2021 and
binding for annual periods starting on or after 1 January 2022.

Amendments to IAS 37 specifies which costs to include in estimating the cost of fulfilling a contract for
the purpose of assessing whether the contract is onerous.

The Group is of the opinion that the application of the changes to the standard will have no significant
impact on the financial statements in the period of their initial application.

B Amendments to IFRS 3 Reference to the Conceptual Framework, published by International Accounting
Standards Board on 14 May 2020, approved by the European Union on 28 June 2021 and binding for
annual periods starting on or after 1 January 2022.

Amendments to IFRS 3 replaced references to the Framework with references to the 2018 Conceptual
Framework. They also added a requirement that, for transactions and other events within the scope of
IAS 37 or IFRIC 21, an acquirer applies IAS 37 or IFRIC 21 (instead of conceptual framework) to identify
the liabilities it has assumed in business combination. Moreover, the standard added an explicit
statement that an acquirer does not recognize contingent asset acquired in a business combination.

The Group is of the opinion that the application of the changes to the standard will have no significant
impact on the financial statements in the period of their initial application.

14



mBank S.A. Group
IFRS Condensed Consolidated Financial Statements for the first half of 2021 PLN (000’s)

Standards and interpretations not yet endorsed by the European Union

These financial statements do not include standards and interpretations listed below which await
endorsement of the European Union.

Amendments to IAS 12, Deferred Tax related to Assets and Liabilities arising from a Single Transaction,
published by International Accounting Standards Board on 7 May 2021, binding for annual periods
starting on or after 1 January 2023.

The amendments to the standards require that the entities recognise in the financial statements
deferred tax assets and liabilities resulting form transactions, other than business combinations, in
which equal amounts of deductible and taxable temporary differences arise on initial recognition.

The Group is of the opinion that the application of the changes to standard will have no significant
impact on the financial statements in the period of their initial application.

Amendments to IFRS 16, Covid-19-Related Rent Concessions beyond 30 June 2021, published by
International Accounting Standards Board on 31 March 2021, binding for annual periods starting on or
after 1 April 2021.

In amendment to IFRS 16 Covid-19-Related Rent Concessions beyond 30 June 2021 (the 2021
amendment) the Board extended the availability of the practical expedient that permits lessees not to
assess whether rent concessions that occur as a direct consequence of the COVID-19 pandemic and
meet specified conditions are lease modifications by one year. The 2021 amendment resulted in the
practical expedient applying to rent concessions for which any reduction in lease payments affects only
payments originally due on or before 30 June 2022, provided the other conditions for applying the
practical expedient are met.

The Group is of the opinion that the application of the changes to standard will have no significant
impact on the financial statements in the period of their initial application.

IFRS 17, Insurance contracts, published by the International Accounting Standards Board ("IASB”) on
18 May 2017, binding for annual periods starting on or after 1 January 2023.

IFRS 17 defines a new approach to the recognition, valuation, presentation and disclosure of insurance
contracts. The main purpose of IFRS 17 is to guarantee the transparency and comparability of insurers’
financial statements. In order to meet this requirement the entity will disclose a lot of quantitative and
qualitative information enabling the users of financial statements to assess the effect that insurance
contracts within the scope of IFRS 17 have on the financial position, financial performance and cash
flows of the entity. IFRS 17 introduces a number of significant changes in relation to the existing
requirements of IFRS 4. They concern, among others: aggregation levels at which the calculations are
made, methods for the valuation of insurance liabilities, recognition a profit or loss over the period the
entity provides insurance coverage, reassurance recognition, separation of the investment component
and presentation of particular items of the balance sheet and profit and loss account of reporting units
including the separate presentation of insurance revenues, insurance service expenses and insurance
finance income or expenses.

The Group is of the opinion that the application of the standard will have no significant impact on the
financial statements in the period of their initial application.

Amendments to IFRS 17, published by International Accounting Standards Board on 25 June 2020,
binding for annual periods starting on or after 1 June 2023.

Amendments to IFRS 17 include a two-year deferral of the effective date and the fixed expiry date of
the temporary exemption from applying IFRS 9 granted to insurers meeting certain criteria. Preparers
of financial statements are no longer required to apply IFRS 17 to certain credit cards and similar
arrangements, and loans that provide insurance coverage. The profit recognition pattern for insurance
contracts under IFRS 17 has been amended to reflect insurance coverage and any investment services
provided. Insurance contracts are now required to be presented on the balance sheet at the portfolio
level. The amendment addresses also accounting mismatches that arise when an entity reinsures
onerous contracts and recognizes losses on the underlying contracts on initial recognition.

The Group is of the opinion that the application of the changes to the standard will have no significant
impact on the financial statements in the period of their initial application.

Amendments to IAS 1, Classification of liabilities as current or non-current, published by IASB on
23 January 2020. On 15 July 2020 the IASB published an amendment that provides entities with
operating relief by postponing the effective date of the amendments to the Standard by one year for
annual reporting periods beginning on or after 1 January 2023.

Amendments to IAS 1 affect the requirements for the presentation of liabilities in the financial
statements. In particular, they explain one of the criteria for classifying liabilities as non-current.
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The Group is of the opinion that the application of the amended standard will have no significant impact
on the financial statements in the period of their initial application.

B Amendment to IAS 8, Definition of Accounting Estimates, published by International Accounting
Standards Board on 12 February 2021, binding for annual periods starting on or after 1 January 2023.

In amendment to IAS 8 Definition of Accounting Estimates, the definition of a change in accounting
estimates was replaced with a definition of accounting estimates. Under the new definition, accounting
estimates are monetary amounts in financial statements that are subject to measurement uncertainty.
The IASB also clarified a new definition through additional guidance and examples, how accounting
policies and accounting estimates relate to each other and how a change in valuation technique is
a change in accounting estimates. The introduction of a definition of accounting estimates and other
amendments to IAS 8 was aimed to help entities distinguish changes in accounting policies from
changes in accounting estimates.

The Group is of the opinion that the application of the changes to standards will have no significant
impact on the financial statements in the period of their initial application.

B Amendments to IAS 1 and IFRS Practice Statement 2 Disclosure of Accounting Policies, published by
International Accounting Standards Board on 12 February 2021, binding for annual periods starting on
or after 1 January 2023.

Amendments to IAS 1 and IFRS Practice Statement 2 are intended to help preparers in deciding which
accounting policies to disclose in their financial statements. The amendments introduce the requirement
to disclose material accounting policy information instead of significant accounting policies. Some
clarifications and examples were added how an entity can identify material accounting policy
information. The amendments clarify that accounting policy information may be material because of its
nature, even if the related amounts are immaterial and if users of financial statements would need it
to understand other material information in the financial statements.

The Group is of the opinion that the application of the changes to standards will have no significant
impact on the financial statements in the period of their initial application.

B Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets Between an Investor and its
Associate or Joint Venture (issued on 11 September 2014) - the endorsement process of these
Amendments has been postponed by EU - the effective date was deferred indefinitely by IASB.

B IFRS 14 Regulatory Deferral Accounts (issued on 30 January 2014) — The European Commission has
decided not to launch the endorsement process of this interim standard and to wait for the final
standard- not yet endorsed by EU at the date of approval of these financial statements - effective for
financial years beginning on or after 1 January 2016.

Comparative data

B Impact of the legal risk related to individual court cases concerning indexation clauses in mortgage and
housing loans in CHF

Starting from 2021, the Group changed the accounting policy for recognizing the impact of the legal risk
related to individual court cases concerning indexation clauses in mortgage and housing loans in CHF. Until
the end of 2020 the Group recognized provisions for legal proceedings in accordance with IAS 37
“Provisions, Contingent Liabilities and Contingent Assets” in relation to both active and repaid loans. In
view of changes in conditions, such as the growing number of court cases and the predominantly
unfavorable court judgments stating the invalidity of the contract in whole or certain provisions thereof the
Group expects that it will not obtain the full amount of contractual cash flow. Therefore in relation to active
loans the Group revised its estimates of cash flows and ajusted the gross carrying amount of those loans
in accordance with IFRS 9 “Financial Instruments” paragraph B5.4.6. as the change in expected cash flows
is not related to credit risk and therefore is not recognised as expected credit losses. The comparative data
as at 1 January 2020, 30 June 2020 and 31 December 2020 and for the period from 1 January to
30 June 2020 have been restated accordingly. The recognition of the impact of legal risk related to repaid
loans remained unchanged.

m Cash equivalents

Since the end of 2020, the Group adjusted the classification of financial assets into cash equivalents.
Previously, under cash equivalents, the Bank incorrectly disclosed debt securities issued by the State
Treasury held for trading with maturity over 3 months at acquisition date. Since the end of 2020, the Group
has also changed the accounting principles governing the classification of financial assets into cash
equivalents and any debt securities issued by the State Treasury held for trading are not presented as cash
equivalents. The change was caused by adjusting the presentation of cash equivalents to the prevailing
market practice. The comparative data for the period from 1 January to 31 June 2020 has been restated
accordingly.
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The above change did not affect the equity and the income statements of the Group and the Bank in the
comparative periods presented in these financial statements. The data on capital ratios for comparative
periods remained unchanged. The impact of the introduced adjustments on the comparative data is

presented in the following tables.

Restatements in consolidated statement of financial position at 1 January 2020

01.01.2020 01.01.2020

Financial assets at amortised cost, including: 118 779 885 (367 555) 118 412 330
Debt securities 11234 873 - 11234 873
Loans and advances to banks 4 341 758 - 4 341 758
Loans and advances to customers 103 203 254 (367 555) 102 835 699

Other assets 39 940 698 - 39 940 698

TOTAL ASSETS 158 720 583 (367 555) 158 353 028

e

Provisions 739 296 (367 555) 371 741

Other liabilities 141 827 982 - 141 827 982

TOTAL LIABILITIES 142 567 278 (367 555) 142 199 723

TOTAL EQUITY 16 153 305 - 16 153 305

TOTAL LIABILITIES AND EQUITY 158 720 583 (367 555) 158 353 028

Restatements in consolidated statement of financial position at 30 June 2020

30.06.2020 30.06.2020
ASSETS before restatement after restatement

Financial assets at amortised cost, including: 126 393 560 (547 100) 125 846 460
Debt securities 12 551 206 - 12 551 206
Loans and advances to banks 6 921 359 - 6 921 359
Loans and advances to customers 106 920 995 (547 100) 106 373 895

Other assets 56 549 241 - 56 549 241

TOTAL ASSETS 182 942 801 (547 100) 182 395 701

Provisions 950 333 (547 100) 403 233

Other liabilities 165 079 739 - 165 079 739

TOTAL LIABILITIES 166 030 072 (547 100) 165 482972

TOTAL EQUITY 16 912 729 - 16912729

TOTAL LIABILITIES AND EQUITY 182 942 801 (547 100) 182 395 701

Restatements in consolidated statement of financial position at 31 December 2020

31.12.2020 31.12.2020
LR before restatement after restatement

Financial assets at amortised cost, including: 131 444 579 (1 264 677) 130 179 902
Debt securities 15952 501 - 15952 501
Loans and advances to banks 7 354 268 - 7 354 268
Loans and advances to customers 108 137 810 (1264677) 106 873 133

Other assets 48 691 715 - 48 691 715

TOTAL ASSETS 180 136 294 (1264 677) 178 871 617

Provisions 1 766 368 (1 264 677) 501 691

Other liabilities 161 694 859 - 161 694 859

TOTAL LIABILITIES 163 461 227 (1264 677) 162 196 550

TOTAL EQUITY 16 675 067 - 16 675 067

TOTAL LIABILITIES AND EQUITY 180 136 294 (1264 677) 178 871 617
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Restatements in consolidated statement of cash flows for the period from 1 January to 30 June 2020

Period

from 01.01.2020
to 30.06.2020
before restatement

Period

from 01.01.2020
to 30.06.2020
after restatement

Profit before income tax 362 370 362 370
Adjustments, including: 7 051 377 (132 579) 6 918 798
gggcg;\slég financial assets and liabilities held for trading and hedging 81 972 (132 579) (50 607)
Changes in loans and advances to customers (3430917) 179 545 (3 251 372)
Changes in provisions 211 037 (179 545) 31 492
Other adjustments 10 189 285 10 189 285
A. Cash flows from operating activities 7 413 747 (132 579) 7 281 168
B. Cash flows from investing activities (191 566) - (191 566)
C. Cash flows from financing activities (1185508) - (1 185508)
Net increase / decrease in cash and cash equivalents (A+B+C) 6 036 673 (132579) 5904 094
Effects of exchange rate changes on cash and cash equivalents 22 640 22 640
Cash and cash equivalents at the beginning of the reporting period 9 609 929 (1 330 541) 8 279 388
Cash and cash equivalents at the end of the reporting period 15 669 242 (1463 120) 14 206 122

3. Major estimates and judgements made in connection with the application of accounting
policy principles

The Group applies estimates and adopts assumptions which impact the values of assets and liabilities
presented in the subsequent period. Estimates and assumptions, which are continuously subject to
assessment, rely on historical experience and other factors, including expectations concerning future
events, which seem justified under the given circumstances.

Legal risk related to individual court cases concerning indexation clauses in mortgage and
housing loans in CHF

The Group closely observes the developments in courts verdicts in legal proceedings regarding mortgage
and housing loans in CHF, including impact of the Court of Justice of the European Union (CJEU) and
Supreme Court judgments as well as analyses the PFSA’s Chairman proposal, what was described in details
in the Note 26.

The impact of the legal risk related to individual court cases concerning indexation clauses in mortgage and
housing loans in CHF is reflected as decrease of gross carrying amount of loans recognised under IFRS 9
“Financial Instruments” paragraph B5.4.6 in relation to active loans and as provisions under IAS 37
“Provisions, Contingent Liabilities and Contingent Assets” in relation to repaid loans (hereinafter collectively
referred to as “the impact of the legal risk”). Starting from 2021, the Group changed the accounting policy
for recognizing the impact of the legal risk related to individual court cases concerning indexation clauses
in mortgage and housing loans in CHF. Until the end of 2020 the Group recognized provisions for legal
proceedings in accordance with IAS 37 in relation to both active and repaid loans. In view of changes in
conditions, such as the growing number of court cases and the predominantly unfavorable court judgments
stating the invalidity of the contract in whole or certain provisions thereof the Group expects that it will not
obtain the full amount of contractual cash flow. Therefore in relation to active loans the Group has decided
that the more appropriate way to recognize this legal risk is to revise its estimates of cash flows and
adjusted the gross carrying amount of those loans in accordance with IFRS 9 paragraph B5.4.6. as the
change in expected cash flows is not related to credit risk and therefore is not recognised as expected credit
losses. The recognition of impact of legal risk related to repaid loans remained unchanged.

As of 30 June 2021 the cummulative impact of the legal risk amounted to PLN 1 688 957 thousand (as of
31 December 2020: PLN 1 426 563 thousand), of which PLN 1 468 469 thousand decreased the gross
carrying amount of loans by adjusting the expected cash flows from these assets and PLN 220 488 thousand
was included in the item "Provisions for legal proceedings" (31 December 2020: PLN 1 264 677 thousand
and PLN 161 886 thousand, respectively). Total costs of legal risk related to foreign currency loans
recognised in the income statement for the first half of 2021 amounted to PLN 314 805 thousand (first half
of 2020: PLN 201 883 thousand).

The methodology of calculation of the impact of the legal risk applied by the Bank depends on numerous
assumptions that take into account historical data adjusted with the Bank’s expectations regarding the
future and associated with significant degree of expert judgement. The most important assumptions are:
an expected population of borrowers who will file a lawsuit against the Bank, the probability of losing the
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case having final and binding judgement, the distribution of expected verdicts judged by the courts and
the loss to be incurred by the Bank in case of a losing the case in court.

The increase of the impact of the legal risk in the first half of 2021 resulted mainly from (i) higher than
expected inflow of cases in the first half of 2021 (ii) changes in level of loss on loan exposure in case of
losing the case by the Bank. The Bank believes that since the current line of jurisprudence in CHF cases is
inconsistent, the probability of losing court cases must, to a large extent, be based on professional
judgement supported by external legal opinion until Polish Supreme Court and the CJEU address all the
legal uncertainties (in particular, whether abusive provisions can be replaced with other provisions, whether
the theory of balance or the theory of two conditionalities will apply, what is a limitation period for parties’
claims and whether banks may receive a compensation for usage of the principal granted).

The population of borrowers who will file a lawsuit against the Bank has been projected over the remaining
life of the portfolio based on the Bank’s history of legal cases in the past and assumes a further inflow of
new cases. The Bank assumes that inflow of plaintiffs will be significant in the next 5 years. The Bank
assumes that vast majority of the projected cases will be filed until the end of 2022, and then their number
will decrease following the expected clarification of the legal environment.

For the purpose of calculating the impact of legal risk mBank assumes that approximately 22% of
FX borrowers (i.e. 18.6 thousand borrowers with both, active and repaid loans) filed or will file a lawsuit
against the Bank. The Bank observes that clients with higher loan amounts were the first ones to file the
claims (22% of customers represent 29% of the total CHF loan portfolio, both active and repaid), and
therefore that average ticket of the suing population will be decreasing over time. The assumption, due to
significant legal uncertainties surrounding CHF cases as well as other external factors that may shape
clients preferences to file the lawsuits, is highly judgmental and may be a subject to an adjustment in
future. Compared to the assumptions for the end of 2020, in the second quarter of 2021 the Bank increased
the assumed number of court cases by 18.9%. This was due to an increase in the forecast of lawsuits that
the Bank estimates will be filed with the Bank in the future, and greater than expected number of lawsuits
that were filed with the Bank. If an additional 1% of the borrowers (both holding active loans in CHF as
well as borrowers who already repaid their loans in CHF) filed a lawsuit against the Bank, the impact of the
legal risk would increase by approximately PLN 57.8 million (while other relevant assumptions remain
constant) as compared to 30 June 2021, of which PLN 39.6 million would reduce gross carrying amount of
the loans, and PLN 18.2 million would increase the “Provisions for legal proceedings”.

The probability of losing in court has been calculated taking into account, among others, data from the
Bank's history of final and binding positive and negative verdicts. As of 30 June 2021 mBank received
229 final rulings in individual lawsuits (31 December 2020: 173 final rulings), out of which 79 rulings were
favourable to the Bank and 150 rulings were unfavourable (31 December 2020: 70 rulings favourable and
103 unfavourable).

At the same time 367 proceedings (as of 30 June 2021) at the second instance courts have remained
suspended due to the legal issues referred to the Supreme Court and the CJEU. The Bank submits cassation
appeals to the Supreme Court against legally binding judgments unfavorable for the Bank. Unfavorable
judgments were issued based on the same patterns of facts which resulted in different verdicts.
Approximately 54% of unfavourable verdicts led to the invalidation of the loan agreement, others led to
the conversion of the agreement into PLN + LIBOR / WIBOR.

Since, in the opinion of the Bank, the number of final verdicts is not statistically representative (too few
binding verdicts have been issued by courts in cases related to mBank) the assumption of probability of
losing in court takes also into account expert judgements of the Bank supported by legal opinion about the
future trends in the court verdicts as well as upcoming verdicts of the Supreme Court and CJEU. As of
30 June 2021 the Bank assumes probability of losing in court at the level of 50%, basing on its own
judgement supported by the external legal opinion. If the assumed probability of losing in court changed
by +/- 1 percentage point and all other relevant assumptions remained constant, the impact of the legal
risk would change by +/- PLN 32.6 million, of which PLN 29.3 million would change gross carrying amount
of the loans, and PLN 3.3 million would change the “Provisions for legal proceedings”.

The projected loss rate was calculated using the probabilities of different verdicts that may be issued. As
currently there is still no homogenous line of verdicts taken by the courts the Bank took into account three
possible losing scenarios: (i) the contract remains valid but the indexation mechanism is eliminated, which
transforms a loan indexed to CHF into a PLN loan subject to the interest rate of the loan indexed to CHF,
(i) the contract is invalid in whole because deleting the exchange rate clause would be too far-reaching
change (based on assumption that this clause defines the main subject matter of the contract), and (iii)
the contract remains a mortgage indexed to CHF, but the FX clause is substituted by the fixing rate of the
NBP. Under scenario (ii), the Bank takes into account two versions of the invalidity, assuming that the
parties settle accounts in a formula similar to the settlement on a net basis. The first version assumes that
the consumer is obliged to return the disbursed capital together with the remuneration for using it, and the
second assumes that the consumer is only obliged to return the capital without remuneration. Each of these

19



mBank S.A. Group
IFRS Condensed Consolidated Financial Statements for the first half of 2021 PLN (000’s)

scenarios is associated with a different level of predicted losses for the Bank. The Bank calculated the
average level of loss weighted with the probabilities of occurrence of the given scenario in case of negative
final and binding judgement, with invalidity scenario assumed to be most probable. The probabilities of
those scenarios applied by the Bank has been based on the assessment of the Bank consulted with the
legal advisor.

If the assumed weighted average loss changed by +/- 1 percentage point and all other relevant
assumptions remained constant the impact of the legal risk would change by +/- PLN 27.5 million, of which
PLN 24.7 million would change gross carrying amount of the loans, and PLN 2.8 million would change the
“Provisions for legal proceedings”.

The method used to calculate the impact of the legal risk is based on parameters that are highly judgmental
and with a high range of possible values. It is possible that the impact of the legal risk will have to be
adjusted significantly in the future, particularly that important parameters used in calculations are
interdependent.

As at the date of approval these consolidated financial statements the Bank has not made any decisions on
offering settlements according to the PFSA’s Chairman proposal nor has taken any steps to acquire any
corporate consents in that matter. It will be a subject of further analysis and discussions with financial
authorities. The PFSA’s proposal has not been taken into consideration when calculating the impact of the
legal risk.

More information on individual court proceedings concerning indexation clauses in mortgage and housing
loans in CHF is presented in the Note 26.

Impairment of loans and advances

The Group reviews its loan portfolio in terms of possible impairments at least once per quarter. In order to
determine whether any impairment loss should be recognised in the income statement, the Group assesses
whether any evidence exists that would indicate some measurable reduction of estimated future cash flows
attached to the loan portfolio. The methodology and the assumptions, on the basis of which the estimated
cash flow amounts and their anticipated timing are determined, are regularly verified. If the current value
of estimated cash flows (discounted recoveries from payments of capital, discounted recoveries from
interests, discounted recoveries from off-balance sheet liabilities and discounted recoveries from collaterals
for on-balance and off-balance sheet loans and advances, weighed by the probability of realization of
specific scenarios) for portfolio of loans and advances which are impaired, change by +/- 10%, the
estimated loans and advances impairment would either decrease by PLN 63.2 million or increase by
PLN 72.2 million as at 30 June 2021, respectively (as at 31 December 2020: PLN 57.6 million and
PLN 64.2 million, respectively). This estimation was performed for portfolio of loans and advances and for
off-balance sheet liabilities individually assessed for impairment on the basis of future cash flows due to
repayments and recovery from collateral - Stage 3. The rules of determining write-downs and provisions
for impairment of credit exposures have been described under Note 3.3.6 to the Consolidated Financial
Statements of mBank S.A. Group for 2020, published on 25 February 2021.

The Group is planning to introduce dedicated model for specialized lending portfolio for mBank and
mLeasing in the third quarter of 2021. The estimated impact of the model implementation on the expected
credit loss is increase of PLN 101 million. Main part of the impact is a result of change in staging structure
of this portfolio (increase of Stage 2 share), due to pandemic situation. The Group decided to include this
effect in the income statement in the first half of 2021.

Impact of the New Definition of Default on Group “s operation

Starting from 1 January 2021, Group has implemented the definition of default in line with the EBA
guidelines from 18 January 2017 (EBA/GL/2016/07).

The Group maintained its current application of the definition of default at the client level, also for retail
banking exposures.

The process of adapting to the new regulations covered the following key areas:
B change in the method of calculating days past due;

B implementation of the materiality threshold (relative and absolute) in accordance with the Regulation
of the Minister of Finance, Investment and Development of 3 October 3 2019;

B guidelines on forced restructuring. The materiality threshold from which the Group considers a reduced
financial liability to be defaulted is 1%. Group adopted adequate mechanisms in order to ensure that
all exposures classified as forborne non-performing are classified as default and subject to distressed
restructuring; any concession extended to an obligor already in default, lead to classify the obligor as
a distressed restructuring;
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B introducing a quarantine (trial period), the time during which the Group assesses the behavior and
financial situation of the debtor;

B consistent application of the definition of default - the EBA guidelines oblige institutions to implement
appropriate processes ensuring that the default of one obligor is consistently identified across the entire
capital group; in order to meet the above requirement within the Group, for the retail portfolio an
automatic system to the daily process of exchanging information on the default status has been
implemented within the companies of the capital group. In terms of the corporate and investment
banking portfolio, the already existing process has been optimized, so that information can be
exchanged on a weekly basis;

B detailed rules for the treatment of joint credit obligations - the Group uses the definition of default at
the level of the obligor in the retail area, therefore it is obliged to apply the rules of paragraphs 95-105
EBA guidelines, on the basis of which it defined in its internal rules and procedures the rules for the
treatment of joint credit obligations and for the transfer of default status between exposures.

The new definition of default is used consistently both for the purposes of the own funds requirements
calculation and for estimating impairment and expected credit loss. In line with supervisory expectations,
it also plays a meaningful role in internal credit risk management processes.

On the implementation date of the EBA/GL/2016/07 guidelines, the share of NPL exposure in the loan
portfolio decreased. On the consolidated level the NPLREG ratio (ratio calculated according to EBA guideline)
decreased by 0.06 pp (from 4.38% as of 31 December 2020 to 4.32% as of 1 January 2021).

The observed direction of changes is a consequence of introducing for mortgage loans portfolio the
obligations from paragraphs 95 - 105 EBA guidelines, concerning the treatment of joint credit obligations.
The positive effect of using the above-mentioned regulations is balanced with the negative effect of
introducing a continuous method of calculating days past due and by lowering the materiality threshold to
PLN 400.

In case of the corporate and investment banking portfolio, no material impact of changes to the
EBA/GL/2016/07 guidelines on the NPL level. This is due to the fact that the corporate area in the
assessment of the default status is mostly based on an expert judgment approach, that identifies probability
of default much earlier than being past due more than 90 days. Thus, changes in the calculation of days
past due introduced by the guidelines, had an immaterial impact on the level of NPL in the corporate area.

The impact of the implementation of the EBA/GL/2016/07 guidelines on the costs of credit risk, recognized
by the Group in the profit and loss in the first half of 2021 amounted to PLN 37.8 million.

Group estimates that in following reporting periods the introduced changes will not have a material effect
on the burden on the financial result.

COVID-19 pandemic impact on the mBank Group activities
Support measures implemented in the Group as a result of the COVID-19 pandemic

In connection with the crisis caused by the COVID-19 pandemic, the Group offered its clients a number of
assistance tools aimed at supporting them in a difficult situation resulting from the outbreak of the
epidemic. The purpose of these tools was to help maintain the financial liquidity of customers by reducing
the financial burden in the short term.

The supporting measures offered by the Group were in line with the banks' position regarding the unification
of the rules for offering supporting measures in the banking sector. This position was a non-legislative
moratoria within the meaning of the European Banking Authority (EBA) guidelines on legislative and non
legislative moratoria on loan repayments applied in the light of the COVID-19 crisis notified by the Polish
Financial Supervision Authority to the European Banking Authority.

The COVID-19 moratoria in Poland covered supporting instruments granted from 13 March 2020 to
30 September 2020 and afterwards - from 18 January 2021 to 31 March 2021 - supporting instruments
dedicated to businesses representing crafts which suffered most due to COVID-19 pandemic.

The COVID-19 moratoria in Czech Republic covered supporting instruments granted from 1 April 2020 to
31 October 2020 and in Slovakia from 1 April 2020 to 31 March 2021. In the second quarter of the year
2021 no new moratoria programs have been announced.

The moratorium reopened in Poland in January 2021 and in Retail Banking area was offered by
the Group for SME operating in crafts especially hit by pandemic, mentioned in PFR Financial Shield 2.0.
program regulations. It enabled changes in the schedule of payments by suspending the payments of
principal amounts or full instalments for the limited period up to 9 months, including the moratorium periods
granted in 2020, with the possibility of extending the loan period by the duration of the moratorium.
Examination of applications that meet the conditions set by the moratorium took place in a simplified
process, i.e. without the verification of the client's repayment ability. The application process was supported
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by the mechanism of automated verification of boundary conditions (i.a. industry registration, no delay in
payment of more than one instalment, at least 6-month repayment history, contract date before
13 March 2020).

While deferring the repayment of the principal part of the loan instalment the sum of the principal amount
remaining after the grace period is divided according to the algorithm (equal or decreasing instalments -
according to the credit agreement) for the residual maturity period. The extension of the loan period
translates into lower instalments after the grace period, than in case of the deferral without the extension.
When suspending principal and interest payments, the mechanism for the capital was the same as for the
capital repayment deferral, while the suspended interest parts of instalments are spread out proportionally
over the outstanding period after the suspension period.

The Group in Poland also offers to retail clients support under so-called Crisis Shield 4.0, effective from
23 June 2020. The customers who lost their job or another major source of income after 13 March 2020,
have the right to suspend the loan repayment for up to 3 months without charging interest during the
period of suspension of the agreement. This assistance tool is considered as a legislative moratorium within
the meaning of the EBA guidelines. The scale of applications submitted for this form of assistance is still
not significant. From 1 January 2021 till 30 June 2021 the moratorium was granted to 100 borrowers. The
gross accounting amount of these loans and advances under moratorium as of 30 June 2021 amounted to
PLN 19.2 million.

The moratorium offered by the Group in Corporate Banking area, was based on EBA reactivated
guidelines on legislative and non-legislative moratoria on loan repayments applied due to another wave of
COVID-19 pandemic. This regulation was renewed by EBA on 2 December 2020. In spite of EBA actions,
Polish Bank Association (ZBP) decided to resume the non-legislative moratorium and offered supporting
instruments from 18 January to 31 March 2021. The renewed moratorium was notified by the EBA through
UKNF (the Polish Financial Supervision Authority), but it’s scale is significantly reduced than that of the first
moratorium. Till the end of June 2021 the Bank submitted the support to 4 clients. The gross accounting
amount of these loans and advances amounted to PLN 156 million.

Reactivated moratorium granted aid was limited only to clients operating in the sectors most affected by
the COVID-19 pandemics, that is industries covered by the PFR Financial Shield (according to the PKD
classification) or operating in the field of renting space in commercial facilities, including retail parks with
the area of more than 2000 square meters. The remaining criteria qualifying clients to assistance were
similar to the rules applicable under the first moratorium, that means they only applied to loans granted
before 13 March 2020 and only for client who as of 31 December 2020 was not classified as default, was
not pending against bankruptcy, restructuring, liquidation or enforcement proceedings and till
31 March 2021 submitted an application on changing terms of financing.

The supporting measures offered by the Group in the Corporate Banking area consisted in suspending
principal amounts up to 9 months in total (taking into account the earlier period of support granted under
the first moratorium) or extending revolving financing up to 9 months in total. In the case of small and
medium-sized enterprises the Group also offered the possibility of suspending full instalments for up to
6 months in total.

The amount of suspended principal part of instalments increases the last loan instalment. Concerning the
suspension of both principal and interest part of instalments, the amount of suspended principal increased
the last loan instalment, while the amount of suspended interest was added to subsequent interest
instalments payable after the deferral period (that correspond to the number of deferred instalments).
In the case of commercial real estate financing transactions exceeding PLN 4 million, the repayment terms
were negotiated individually. In addition, when granting assistance, the Group requires maintaining
collateral at least at the same level and limiting distribution to the owner.

The tables below present information on the total scope of the moratoria and new financing covered by
public guarantee programs (BGK) applied in Poland as a result of the outbreak of the COVID-19 pandemic.

Number of obligors subject to assistance tools in Poland in the period 13.03.2020 - 30.06.2021

Moratoria 63 706

Government guarantees (BGK) 83
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30.06.2021

Value of the loans in Poland

Accumulated

with assistance tools of which: of which: impairment,
granted in the period Gross carrying gross carrying gross carrying accumulated Net carrying
13.03.2020 - 30.06.2021 Nt amount of contracts | amount of contracts | negative changes amount risk -
e e with expired with active in fair value due | active moratoria
moratoria moratoria to credit risk -
active moratoria
Moratoria 13 189 706 12 620 941 568 765 (52 841) 515 924
- Individual customers 5932 194 5928 363 3831 (692) 3139
- Corporate customers 7 257 512 6 692 578 564 934 (52 149) 512 785
Government guarantees (BGK) 715 677 - 715 677 (4 345) 711 332
- Individual customers - - - - -
- Corporate customers 715 677 - 715 677 (4 345) 711 332

The tables below present information on total assistance tools in Poland broken down into active help and
expired help at the date of 30 June 2021.

a) active assistance tools as of 30 June 2021

Performing
Of which:
Active assistance tools in Poland instruments with
as of 30.06.2021, Gross carrying Of which: 60 wiifeie GHEEE significant increase
granted in the period amount exposures with arien) of Ca’ gi|tal - in credit risk since Accumulated
13.03.2020 - 30.06.2021 forbearance P : P initial recognition impairment
interest :
measures but not credit-
impaired
Moratoria 233 709 4766 6 489 185925 (17 152)
- Individual customers 1 654 126 1 654 1561 (23)
- Corporate customers 232 055 4 640 4 835 184 364 (17 129)
Government guarantees (BGK) 715 677 4 215 - 293 687 (4 345)
- Individual customers - - = - -
- Corporate customers 715 677 4 215 - 293 687 (4 345)

Active assistance tools in Poland

Non-performing

Gross carrying

as of 30.06.2021, Gross carrying Of which: un"kgf "tV:';g: ot Ia':“ﬂ‘;‘v'v“st o
granted in the period amount exposures with e noz ast—dyue o Accumulated non-performin
13.03.2020 - 30.06.2021 forbearance past-d impairment p 9
past-due <= 90 exposures
measures
days

Moratoria 335 056 449 - (35 689) 2076
- Individual customers 2177 441 - (669) 2014
- Corporate customers 332 879 8 - (35 020) 62

Government guarantees (BGK)

- Individual customers

- Corporate customers
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b) expired assistance tools as of 30 June 2021

Expired assistance tools in Poland
as of 30.06.2021,

granted in the period
13.03.2020 - 30.06.2021

Gross carrying
amount

of which:
exposures with
forbearance
measures

instruments with
significant increase
in credit risk since
initial recognition
but not credit-

Accumulated
impairment

of which:
instruments with
significant increase
in credit risk since
initial recognition
but not credit-

Moratoria 12313 295 131 564 2 324 225 (139 068) (106 088)
- Individual customers 5780 915 53 740 448 805 (42 760) (28 194)
- Corporate customers 6 532 380 77 824 1875 420 (96 308) (77 894)

Government guarantees (BGK)

- Individual customers

- Corporate customers

Expired assistance tools in Poland
as of 30.06.2021,

Gross carrying

granted in the period Gross carrying of which: Un“keolil"::';g; that Accumulated Iannf'llguwnstt;
13.03.2020 - 30.06.2021 amount exposures with are not past-due or impairment non-performing
forbearance ast-due <= 90
measures P a EXPOSUNES
Moratoria 307 646 29 577 23 251 (104 499) 55 035
- Individual customers 147 448 6 383 4 838 (69 893) 45 053
- Corporate customers 160 198 23 194 18 413 (34 606) 9 982

Government guarantees (BGK)

- Individual customers

- Corporate customers

The tables below present information on

down into active help and expired help at the date of 30 June 2021.

total assistance tools, in Czech Republic and Slovakia, broken

Number of obligors subject to assistance tools in Czech Republic and Slovakia in the period 01.04.2020 - 30.06.2021

Moratoria

Value of the loans

Accumulated

in Czech Republic and Slovakia of which: of which: impairment,
with assistance tools O e gross carrying gross carrying accumulated Net carrying
granted in the period amoun¥ 9 | amount of contracts | amount of contracts negative changes amount risk -
01.04.2020 - 30.06.2021 with expired with active in fair value due | active moratoria
moratoria moratoria to credit risk -
active moratoria
Moratoria 470 625 456 872 13 753 (88) 13 665
- Individual customers 470 625 456 872 13 753 (88) 13 665

- Corporate customers

a) active assistance tools as of 30 June 2021

Performing

- . of which:
Active assistance tools instrumentsiwith
n Czecahslzefp;oblt;(é azrg‘.12flovakla Gross carrying of which: oF wihies significant increase
] ir; th;e eri:)d amount exposures with . erioéj o in credit risk since Accumulated
01904 2020 - 30 '())6 2021 forbearance cagital agd e initial recognition impairment
e e measures P but not credit-
impaired
(Stage 2)
Moratoria 13 753 - 13 753 678 (88)
- Individual customers 13 753 - 13 753 678 (88)

- Corporate customers
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All loans subject to active COVID-19 assistance tools, in Czech Republic and Slovakia, were classified to
the category of ‘performing loans’ as of 30 June 2021.

b) expired assistance tools as of 30 June 2021

Performing

Expired assistance tools
in Czech Republic and Slovakia of which: of which:

instruments with eenmaiated instruments with
significant increase e et significant increase
in credit risk since P in credit risk since

as of 30.06.2021,
granted in the period
01.04.2020 - 30.06.2021

Gross carrying of which:
amount exposures with
forbearance

o —— initial recognition initial recognition
but not credit- but not credit-
Moratoria 448 487 51 098 25051 (2533) (1454)
- Individual customers 448 487 51 098 25 051 (2 533) (1 454)

- Corporate customers - -

Non-performing

Expired assistance tools
in Czech Republic and Slovakia _ Gross carrying

graaf,:::d?'?n' 2:;2::;’0d Gross carrying of which:_ o i Accumulated Ian“f‘l‘;“w“stt;
01.04.2020 — 30.06.2021 amount exposures with unlikely to pay that impairment T i
b =90 forbearance are not past-due or P 9
measures past-due <= 90 days eéxposures
Moratoria 8 385 1078 1330 (4 045) -
- Individual customers 8 385 1078 1330 (4 045)

- Corporate customers - -

In Poland, in the Czech Republic and in Slovakia, vast majority of loans subject to COVID-19 repayment
moratoria, benefited only from the suspension of the principal repayments (it accounted for about 92% of
the total exposure covered by the moratoria, value recorded on 30 June 2021). Consequently the customers
are still obligated to make repayments but in a lower amount. The delay in the interest payments is subject
to the standard days-past-due calculation. Overdue interest payment exceeding 30 days results in the
reclassification of exposure to Stage 2, and exceeding 90 days - to Stage 3.

The comparative data as at 31 December 2020 were presented in Note 4 to the Consolidated Financial
Statements of mBank S.A. Group for 2020, published on 25 February 2021.

Impact of the COVID-19 pandemic on the client's financial situation assessment process

In assessing the financial situation of corporate clients, the Group uses only individual assessment as the
most appropriate and precise (the Group does not use a collective or sectorial approach).

The process of client and transaction risk monitoring takes into account the impact of the COVID-19
pandemic on the client's situation and the strength of the impact (i.e. temporary turbulence, long-term
problem for the business model, etc.) as well as the plan to mitigate this impact implemented by the client.

The client is placed on the Watch List (LW - list of clients under observation) based on standard criteria
defined in the Group's internal regulations. With regard to clients who have submitted an application for
assistance to the Group, the list of criteria classifying to LW has been extended by an additional,
discretionary premiss in respect of COVID-19. On the basis of applying for moratorium aid, a risk analyst
may put the client on the LW if, according to his opinion, problems arising from a pandemic may have
a long-term nature and after its termination the customer may not return to the financial situation allowing
the settlement of his obligations. Other criteria of the placement on LW, defined in the Groups' credit
regulations, also apply to customers who have received support from the Group in connection with
COVID-19. Placing a customer on LW results in customer classification to Stage 2.

In the scope of retail customers risk assessment, the borrowers with granted assistance tools in the form
of moratorium were subject to scoring approach in accordance with the standard risk assessment process.

Description of the forbearance classification approach applied in the Group in relation to
COVID-19

According to the statement of the European Banking Authority on the prudential framework regarding
Default, Forbearance and IFRS 9 in light of COVID-19 measures published on 25 March 2020, saying that
the use of COVID-19 aid tools in the form of repayment moratorium, meeting the EBA guidelines on
legislative and non-legislative moratoria on loan repayments applied in the light of the COVID-19 crisis
published on 2 April 2020 does not automatically classify exposures to default and forbearance, as well as
according to the UKNF (Polish Financial Supervision Authority) statement published as a part of the
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Supervisory Impulse Package for Security and Development that UKNF will apply a flexible approach to the
application of EBA guidelines for unsupported and restructured exposures, the Group does not classify the
granting of the moratoria due to the COVID-19 crisis as forbearance.

For corporate clients, there is applied an approach based on individual assessment whether classification
of such client's exposure as forborne is required, in accordance with the Group’s internal regulations.

Due to the deterioration of the economic situation in the country resulting from the COVID-19 pandemic,
the Group has taken additional actions aimed at including this information in the expected credit losses.
Due to the uncertainty caused by dynamic situation changes, the Group's activities were spread over time
and in particular covered:

1. review of sectors and individual clients of the corporate portfolio, in particular clients under observation,
in order to verify the potential increase in the probability of failure to implement the restructuring plans,
which was already carried out in March 2020 as the first activity of the Group as part of taking into
account the impact of the epidemic on clients' financial situation,

2. modification of the weight of macroeconomic scenarios, consisting in assigning a 100% weight to the
pessimistic scenario, in the expected credit loss model, applied in the first quarter of 2020,

3. updating models of the relationship between the long-term PD parameter and macroeconomic
variables, based on historical data and the currently observed economic situation, in the second quarter
of 2020,

4. updating macroeconomic forecasts, taking into account the impact of COVID-19 and state aid actions,
affecting long-term PD, EAD and LGD parameters, as well as the level of exposure allocation to Stage 2,
in particular by increasing the expected level of allocation for some portfolios due to the expected
increase in the loss ratio, in the second quarter of 2020,

5. restoration of macroeconomic scenario weights of 60% for the baseline scenario, 20% for the optimistic
and 20% for the pessimistic respectively, in the expected credit loss model, while taking into account
the current macroeconomic forecasts implemented directly in the risk parameters, in the second quarter
of 2020,

6. monitoring of macroeconomic forecasts in order to verify the macroeconomic data used in the models
in terms of their adequacy to the actual development of the economic situation in Poland. There was
no basis for changing the macroeconomic forecasts within the risk parameters, in the third and fourth
quarter of 2020 and the first half of 2021.

Additional cost of risk due to COVID-19 pandemic:
B actions taken in 2020 and in first half of 2021 regarding clients subject to non-legislative moratoria

Due to the uncertainty related to the difficulties in observation of the timeliness of repayment of loans
covered by moratoria, Group also decided in the third quarter of 2020 to reclassify, some of the exposures
of retail clients covered by this form of support, selected on the basis of behavioural characteristics, to
Stage 2 despite no evidence of a significant increase of credit risk, which resulted in the recognition of
additional cost of credit risk at the end of 2020 in the amount of PLN 53.1 million. The total gross carrying
amount of the reclassified portfolio as at 31 December 2020 was PLN 3 227.57 million.

The change had an impact on exposure allocation to the stages. The share of Stage 2 in the total exposure
of the loan portfolio increased but its coverage with provisions decreased, which is a natural consequence
of allocating to Stage 2 exposures with a lower probability of default (lower PD).

In the first half of 2021, Group withdrew gradually from using additional premisses for maintaining loans
subject to the moratoria in Stage 2. In the following months of first half of the year 2021 Group changed
the stage classification for Stage 2 exposures which were repaid on time after moratoria period and for
which there were no other transfer logic premisses. As of 30 June 2021 classification to Stage 2 for all retail
exposures previously subject to the moratoria were consistent with qualitative and quantitative criteria of
transfer logic. The reclassification resulted in the recognition of additional income in the amount of
PLN 43.9 million. The total gross carrying amount reclassified to the Stage 1 due to cancellation of
additional premisses, amounted to PLN 3 161 million.

B actions taken in 2020 and in first half of 2021 regarding clients subject to legislative moratoria

Group decided to automatically and temporarily reclassify exposures subject to the relief in the form of the
statutory moratorium starting from 31 December 2020 to Stage 3, or, in justified cases, to Stage 2. The
final allocation of the exposure to Stage 2 was possible after conducting additional analyses taking into
account quantitative and qualitative factors, such as: co-borrower in the contract, credit quality of all
customer exposures, the amount of cash flow after the date of the application for a moratorium. The
reclassification resulted in the recognition of additional cost of credit risk in the amount of PLN 1.7 million
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in 2020, and additional amount of PLN 2.2 million in the first half of 2021. The total gross carrying amount
of the temporarily reclassified portfolio as at 30 June 2021 was PLN 16.3 million.

Summary of the impact of COVID-19 pandemic on expected cost of credit risk

The above-mentioned activities resulted in recognition of additional cost of credit risk in the amount of
PLN 330.3 million in the portfolio measured at amortized cost. In addition, these activities had an impact
on the valuation of the loan portfolio at fair value through profit or loss, for which the Group recognized an
additional cost of PLN 10.3 million. In the first half of 2021 a total of PLN 31.6 million of additional cost of
expected credit losses was released.

Net impairment losses and fair value change on loans and advances Individual
customers customers

Financial asset measured at amortised cost (134 973) (195 349) (330 322)
Stage 1 (3 060) (4 138) (7 198)
Stage 2 (114 869) (51 397) (166 266)
Stage 3 (17 044) (139 814) (156 858)
Financial assets measured at fair value through profit or loss (9 414) (838) (10 252)

Period from 01.01.2021 to 30.06.2021

Net impairment losses and fair value change on loans and advances Individual Corporate Total
Customers customers

Financial asset measured at amortised cost 41 344 (9 712) 31632
Stage 1 73 73
Stage 2 43 780 (2 462) 41 318
Stage 3 (2 436) (7 323) (9 759)
Financial assets measured at fair value through profit or loss - (3) (3)

As of 30 June 2021, the Group did not applied management corrections (overlays).

In the first half of 2021, the Group did not change its forecast of future macroeconomic conditions, therefore
this factor did not influenced the estimate of expected credit losses.

The Group will continue to analyse the impact of COVID-19 and state aid programs on the result of the
cost of credit risk in the upcoming quarters.

Apart from the activities related to the updating of the credit risk models mentioned above, the Group did
not introduce any other dedicated changes into the models used for the purposes of calculating the expected
credit risk losses, due to:

m lack of significant impact of the current economic situation (resulting mainly from the applied
support measures) on parameters such as default rate or level of portfolio losses,

m results of consultations with other units of the Bank's Group risk division indicating that there is no
need to take into account additional effects of the COVID-19 impact on the models.

In the model management process, the Group has carried out cyclical and one-off activities such as:
m cyclical recalibration of the long-term PD models and quantitative staging model,
m  adjustment of the LLP models to the EBA new definition of default,
m  improvement of the sensitivity of the quantitative staging model,
m  redevelopment of Limit Utilization and Prepayment Ratio components within EAD model,

m recalibration of macroeconomic component of ECL models for foreign branches of the Bank in the
Czech Republic and in Slovakia.

Prepayments of retail loans

CJEU ruled on 11 September 2019 that in case concerning consumer loans paid off prematurely the
consumer has the right to a reduction in the total cost of the loan in the event of early repayment of the
credit. The interpretation constituted an answer to a prejudicial question asked in a court case in which few
banks have participated including mBank.

The above ruling impacts consumer loans granted on 18 December 2011 or later, in the amount not
exceeding 255 550 PLN or its equivalent in other currency and mortgage loans granted on 22 July 2017 or
later with no limit of the loan amount, which have been paid off fully or partially.
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As of 30 June 2021 the provision recorded within other provisions (Note 24) related to potential
reimbursements of commissions in relation to early repayments of loans before the date of the verdict
amounted to PLN 8.5 million (PLN 13.8 million as of 31 December 2020).

The total negative impact of early repayments of retail loans on the Group's gross profit for the first half of
2021 amounted to PLN 43.6 million (first half of 2020: PLN 29.1 million).

The above estimates are burdened with significant uncertainty regarding the number of customers who will
request the Bank to refund commissions regarding earlier repayments made by the CJEU verdict as well as
the expected rate of loan prepayments in the future.

Fair value of derivatives and other financial instruments

The fair value of financial instruments not listed on active markets is determined by applying valuation
techniques. All the models are approved prior to being applied and they are also calibrated in order to
assure that the obtained results indeed reflect the actual data and comparable market prices. As far as
possible, observable market data originating from an active market are used in the models. Methods for
determining the fair value of financial instruments are described in Note 2.7 to the Consolidated Financial
Statements of mBank S.A. Group for 2020, published on 25 February 2021.

Deferred tax assets

Deferred tax assets are recognised in respect of tax losses to the extent that it is probable that future
taxable profit will be available, against which the losses can be utilised. Judgement is required to determine
the amount of deferred tax assets that can be recognised, based upon the likely timing and level of future
taxable profits.

Income tax in interim financial statements

Income tax in interim financial statements is accrued in accordance with IAS 34. Interim period tax expense
is accrued using the tax rate that would be applicable to expected total annual earnings, that is, the
estimated average annual effective income tax rate applied to the pre-tax income of the interim period.

The calculation of the average annual effective income tax rate requires the use of a pre-tax income forecast
for the entire fiscal year and permanent differences between the carrying amounts of assets and liabilities
and their tax base. The projected annual effective tax rate used to calculate the income tax expense during
the first half of 2021 was 42.7% (50.9% in the first half of 2020).

Revenue and expenses from sale of insurance products bundled with loans

Revenue from sale of insurance products bundled with loans are split into interest income and fee and
commission income based on the relative fair value analysis of each of these products.

The remuneration included in fee and commission income is recognised partly as upfront income and partly
including deferring over time based on the analysis of the stage of completion of the service.

The Group leads in case of insurance policies bundled with loans to upfront recognition less than 8% of
bancassurance income associated with cash and car loans and 0% to approximately 20% of bancassurance
income associated with mortgage loans. Recognition of the remaining part of the income is spread over the
economic life of the associated loans. Expenses directly linked to the sale of insurance products are
recognised using the same pattern.

Liabilities due to post-employment employee benefits

The costs of post-employment employee benefits are determined using an actuarial valuation method. The
actuarial valuation involves making assumptions about discount rates, future salary increases, mortality
rates and other factors. Due to the long-term nature of these programmes, such estimates are subject to
significant uncertainty.

Leasing classification

The Group as lessor makes judgement classifying lease agreements as finance lease or operating lease
based on the economic substance of the transaction basing on professional judgment whether substantially
all the risk and rewards incidental to ownership of an asset were transferred or not.

The Group as a lessee makes certain estimates and calculations that have an impact on the valuation of
lease liabilities and right-of-use assets. They include, among others: determination of the duration of
contracts, determining the interest rate used to discount future cash flows and determination of the
depreciation rate of right-of-use assets.
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4. Business segments

Following the adoption of “management approach” of IFRS 8, operating segments are reported in
accordance with the internal reporting provided to the Bank’s Management Board (the chief operating
decision-maker), which is responsible for allocating resources to the reportable segments and assesses
their performance.

The classification by business segments is based on client groups and product groups defined by
homogenous transaction characteristics. The classification is consistent with sales management and the
philosophy of delivering complex products to the Bank’s clients, including both standard banking products
and more sophisticated investment products. The method of presentation of financial results coupled with
the business management model ensures a constant focus on creating added value in relations with clients
of the Bank and Group companies and should be seen as a primary division, which serves the purpose both
managing and perceiving business within the Group.

The Group conducts its business through different business segments, which offer specific products and
services targeted at specific client groups and market segments. The Group currently conducts its
operations through the following business segments:

B The Retail Banking segment, which offers a full range of the products and services to individual
customers, including Private Banking customers and micro-businesses. The key products and services
offered to customers in this segment include lending products (mortgage loans, overdrafts, cash loans,
car loans, credit cards), deposit products (current and savings accounts, term deposits), debit cards,
insurance products, brokerage services, investment advice, asset management services and leasing
services. The results of the Retail Banking segment include the results of foreign branches of mBank in
the Czech Republic and Slovakia. The Retail Banking segment also includes the results of mFinanse
S.A., Leaselink Sp. z 0.0. and mElements S.A., as well as the results of retail segments of mLeasing
Sp. z 0.0., Asekum Sp. z 0.0. and mBank Hipoteczny S.A.

B The Corporate and Investment Banking segment, which offers fiancial services to small, medium and
large-sized companies, public sector entities, financial institutions and banks. The key products offered
to these customers include transactional banking (cash management, current accounts, term deposits,
internet banking, trade finance services, letters of credit and guarantees), working capital and
investment loans, project finance, structured and mezzanine finance services as well as custody, leasing
and factoring services. The products of this segment include operations in the foreign exchange, capital
and derivatives markets, both for own account and on behalf of customers, as well as services for
arranging and financing securities issues, financial consulting and brokerage services for financial
institutions. The Corporate and Investment Banking segment also generates result of foreign exchange
risk management. This segment includes the results of the following subsidiaries: mFaktoring S.A.,
G-Invest Sp. z 0.0., Tele-Tech Investment Sp. z 0.0. as well as the results of corporate segments of
mlLeasing Sp. z 0. 0., Asekum Sp. z 0.0. and mBank Hipoteczny S.A.

B The Treasury and Other segment consists primarily of treasury and money markets operation, liquidity
and interest rate risks management of the Bank and its investment portfolio.The results of the segment
include result of internal settlements of fund transfer pricing, result of items classified as hedge
accounting and results not allocated to other segments.This segment also includes the results of
mFinance France S.A. and BDH Development Sp. z.0.0. until the date of discontinuation of consolidation
as well as the results of mLeasing Sp. z 0.0 and mBank Hipoteczny S.A. with regard to activities
concerning funding and results of Future Tech Fundusz Inwestycyjny Zamkniety.

B FX Mortgage Loans segment consists primarily of foreign currency mortgage loans with indexation
clauses granted to individual customers. These types of loans are no longer offered to customers.
Segment assets include only the active loan portfolio.

The principles of segment classification of the Group’s activities are described below.
Transactions between the business segments are conducted on regular commercial terms.

Internal fund transfers between the Bank’s units are calculated at transfer rates based on market rates.
Transfer rates are determined on the same basis for all operating units of the Bank and their differentiation
results only from currency and maturity structure of assets and liabilities. Internal settlements concerning
internal valuation of funds transfers are reflected in the results of each segment.

The separation of the assets and liabilities of a segment, as well as of its income and costs, is done on the
basis of internal information prepared at the Bank for the purpose of management accounting. Assets and
liabilities for which the units of the given segment are responsible as well as income and costs related to
such assets and liabilities are attributed to individual business segments. The financial result of a business
segment takes into account all the income and cost items attributable to it.
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The business operations of particular companies of the Group are fully attributed to the appropriate
business segments (including consolidation adjustments).

The primary basis used by the Group in the segment reporting is business line division. In addition, the
Group’s activity is presented by geographical areas reporting broken down into Poland and foreign countries
because of the place of origin of income and expenses. Foreign countries segment includes activity of
mBank'’s foreign branches in Czech Republic and Slovakia as well as activity of foreign subsidiary mFinance
France S.A. until the date of deconsolidation (November 2020). The activity of the company mFinance
France S.A., after the elimination of income and expenses and assets and liabilities related to the issue of
bonds under the EMTN programme, is presented in the “Foreign countries” segment. The cost of the EMTN
programme as well as the related assets and liabilities are presented in the segment “Poland”.

Due to changes in the division of activities into segments since the beginning of 2021, the comparative
data for 2020 by operating segments have been changed accordingly. The changes included mainly the
liquidation of the Financial Markets segment and were a consequence of organizational changes that were
implemented in the Bank in 2020. The part of the Financial Markets segment related to operations on
foreign exchange markets, capital markets and derivative instruments for own account has been moved to
the Corporate and Investment Banking segment. The part of Financial Markets segment activity related to
treasury operations, liquidity and interest rate risks management after the changes is reported in the
Treasury and Other segment.

The presentation of funds kept in central banks in Czechia and Slovakia (reverse repo transactions and
funds on Nostro accounts) in the geographical areas on the activities of mBank S.A. Group was changed.
The management of these assets is a part of Treasury Department activities, thus these assets and related
net interest income are reported as a part of “Poland” segment. Consequently, geographical segments
comparative data were adjusted.

Additionally FX Mortgage Loans segment has been separated from Retail Banking segment. This change
was aimed at a separate presentation of the results related to the product, which has already been
withdrawn from the offer for individual customers, and at the same time is significant from the point of
view of the assigned assets and the impact on the Group's results.

Business segment reporting on the activities of mBank S.A. Group for the period from 1 January to
30 June 2021 - data regarding consolidated income statement.

Corporate and

period from 1 January to 30 June 2021

Retail Banking

Investment
Banking

Treasury and
Other

FX Mortgage |Total figure for

the Group

Net interest income 1 265 645 524 427 53 401 64 959 1908 432
- sales to external clients 1010718 510 327 316 736 70 651 1908 432
- sales to other segments 254 927 14 100 (263 335) (5 692) -
Net fee and commission income 459 339 477 808 (17 592) 1074 920 629
Dividend income - - 3912 - 3912
Trading income 17 239 129 957 (9 955) (30 476) 106 765
Gair!s or losses on non-trading financial assets mandatorily at fair value through 7 177) 244 41 13 (6 879)
profit or loss

g?;nvsaﬁ:elotﬁzlsjgo; F::Ireorf?é:glg’rllgcsi:n of financial assets and liabilities not measured at @ 217) 2430 91 902 _ 92 115
Other operating income 36 468 58 553 12 974 13 108 008
\Ilr;zaeirtr;:;r:]tg?‘r;ﬁ;/ﬁetr(s)?llggsimpairment on financial assets not measured at fair (221 434) (173 904) 3804 10 550 (380 984)
Costs of legal risk related to foreign currency loans - - - (314 805) (314 805)
Overhead costs (608 948) (381 200) (21 865) (8 647) (1 020 660)
Amortisation (146 851) (72 656) (4 296) (424) (224 227)
Other operating expenses (39 566) (71 168) (48 328) (4 431) (163 493)
Operating profit 752 498 494 491 63 998 (282 174) 1028 813
Taxes on Group balance sheet items (131 400) (105 465) (21 483) (27 638) (285 986)
Gross profit of the segment 621 098 389 026 42 515 (309 812) 742 827
Income tax (317 060)
Net profit attributable to Owners of mBank S.A. 425 808
Net profit attributable to non-controlling interests (41)
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Business segment reporting on the activities of mBank S.A. Group for the period from 1 January to 30 June
2020 - data regarding consolidated income statement

period from 1 January to 30 June 2020 - restated

Retail Banking

Corporate and
Investment

Treasury and

FX Mortgage |Total figure for

Banking Other the Group

Net interest income 1329 160 574 488 94 213 74 214 2072 075
- sales to external clients 1061 604 601 556 324 019 84 896 2072 075
- sales to other segments 267 556 (27 068) (229 806) (10 682) -
Net fee and commission income 363523 379574 (19 378) 1894 725613
Dividend income - - 4479 - 4 479
Trading income 16 751 104 341 (36 899) 157 84 350
Gains or losses on non-trading financial assets mandatorily at fair value through _

profit or loss (44 456) (748) 1498 (43 706)
Gains or losses on derecognition of financial assets and liabilities not measured at ~

fair value through profit or loss (507) (6311) 9076 2258
Other operating income 47 465 65 664 2 936 - 116 065
Impairment or reversal of impairment on financial assets not measured at fair

value through profit or loss (317 617) (366 108) 1820 (32 009) (713 914)
Costs of legal risk related to foreign currency loans - - - (201 883) (201 883)
Overhead costs (628 700) (420 692) (34 695) (9 873) (1 093 960)
Amortisation (143 206) (65 654) (4 905) (107) (213 872)
Other operating expenses (44 914) (49 848) (10 126) - (104 888)
Operating profit 577 499 214 706 8 019 (167 607) 632617
Taxes on Group balance sheet items (105 785) (93 622) (41 586) (29 254) (270 247)
Gross profit of the segment 471 714 121 084 (33567) (196 861) 362 370
Income tax (184 533)
Net profit attributable to Owners of mBank S.A. é///////////////////////// 177 900
Net profit attributable to non-controlling interests ////////////////////////// (63)

Business segment reporting on the activities of mBank S.A. Group - data regarding consolidated statement

of financial position

30.06.2021

Retail Banking

Corporate and
Investment

Treasury and

FX Mortgage |Total figure for

Banking Other the Group
Assets of the segment 62 194 480 48 142 263 74 798 770 13 335 379 198 470 892
Liabilities of the segment 107 679 180 50 047 228 23 801 554 249 327 181 777 289

31.12.2020 - restated

Assets of the segment

Retail Banking

56 047 690

Corporate and
Investment
Banking

46 377 147

Treasury and
Other

61 710 927

FX Mortgage |Total figure for

14 735 853

the Group

178 871 617

Liabilities of the segment

99 118 553

36 991 557

25 896 965

189 475

162 196 550
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Information about geographical areas on the activities of mBank S.A. Group for the period from 1 January
to 30 June 2021 and for the period from 1 January to 30 June 2020

from 1 January to 30 June 2021 from 1 January to 30 June 2020 - restated
Foreign Foreign

Net interest income 1789 205 119 227 1908 432 1948 194 123 881 2072075
Net fee and commission income 904 776 15853 920 629 717 153 8 460 725 613
Dividend income 3912 - 3912 4479 - 4479
Trading income 104 821 1944 106 765 83934 416 84 350
fGa?rlnvsa?L:el(;ﬁi(e)ﬁgog ;I%t;i—ttz)ardlncn:s(_;sfnnanaal assets mandatorily at (6 879) - (6 879) (43 706) - (43 706)
Galns o osses o derecognion of fnarcial asets and labites |95 120 |  eus u 2o
Other operating income 105910 2098 108 008 115531 534 116 065
B e ot et o, ancil ssets o Gow|  cus|  Gmsss|  gmeo|  os  (aasie)
Costs of legal risk related to foreign currency loans (314 805) - (314 805) (201 883) - (201 883)
Overhead costs (949 485) (71 175) (1020 660) (1024 963) (68 997) (1093 960)
Amortisation (217 755) (6 472) (224 227) (207 130) (6 742) (213 872)
Other operating expenses (161 902) (1591) (163 493) (104 042) (846) (104 888)
Operating profit 962 827 65 986 1028 813 565 961 66 656 632617
Taxes on Group balance sheet items (266 929) (19 057) (285 986) (252 155) (18 092) (270 247)
Gross profit of the segment 695 898 46 929 742 827 313 806 48 564 362 370
Income tax (317 060) (184 533)
Net profit attributable to Owners of mBank S.A. 425 808 177 900
Net profit attributable to non-controlling interests (41) (63)

Information about geographical areas on the activities of mBank S.A. Group as at 30 June 2021 and as at

31.12.2020 - restated
Foreign Foreign

31 December 2020

30.06.2021

Assets of the segment, including: 189 276 621 9194 271 198 470 892 171 585 621 7 285 996 178 871 617
- tangible assets 2 858 660 30 602 2 889 262 2 662 301 30 974 2 693 275
- deferred income tax assets 1015 644 2 602 1018 246 851 308 2572 853 880
Liabilities of the segment 166 176 470 15600 819| 181 777 289 148 275 155 13921 395| 162 196 550
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5. Net interest income

- from 01.01.2021| from 01.01.2020

Interest income

Interest income accounted for using the effective interest method 1815 757 2313 030
Interest income of financial assets at amortised cost, including: 1731197 2 096 948
- Loans and advances 1580213 1959 105
- Debt securities 151 168 123 971
- Cash and short-term placements 1329 20 383
- Gains or losses on non-substantial modification (net) (5739) (9 254)
- Other 4226 2743
Interest income on financial assets at fair value through other comprehensive income 84 560 216 082
- Debt securities 84 560 216 082
Income similar to interest on financial assets at fair value through profit or loss, including: 238 799 232563
Financial assets held for trading 8 626 22 701
- Loans and advances 1888 3026
- Debt securities 6 738 19 675
Non-trading financial assets mandatorily at fair value through profit or loss, including: 26 897 61 634
- Loans and advances 26 897 61 634
Interest income on derivatives classified into banking book 43 207 74 288
Interest income on derivatives concluded under the fair value hedge 53 055 40 095
Interest income on derivatives concluded under the cash flow hedge 107 014 33 845
Total interest income 2 054 556 2 545 593

the period| from 01.01.2021| from 01.01.2020
per to 30.06.2021 to 30.06.2020

Interest expenses

Financial liabilities held for trading (2 880) -
Financial liabilities measured at amortised cost, including: (132 621) (464 921)
- Deposits (27 328) (281 443)
- Loans received (2479) (5 394)
- Issue of debt securities (73 433) (135 461)
- Subordinated liabilities (26 860) (37 677)
- Lease liabilities (1 324) (1217)
- Other financial liabilities (1197) (3729)
Other (10 623) (8 597)
Total interest expense (146 124) (473 518)
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6. Net fee and commission income

- from 01.01.2021| from 01.01.2020

Fee and commission income

Credit-related fees and commissions 256 386 225979
Payment cards-related fees 207 814 226 527
Commissions from bank accounts 194 262 97 397
Commissions from currency transactions 188 036 161 641
Fees from brokerage activity and debt securities issue 128 447 93 285
Commissions from money transfers 87 917 70 216
Commissions for agency service regarding sale of insurance products of external financial entities 62 235 54 948
Commissions due to guarantees granted and trade finance commissions 48 506 47 522
Commissions for agency service regarding sale of other products of external financial entities 43 784 36 589
Fees from cash services 20 668 21 685
Commissions on trust and fiduciary activities 16 511 16 130
Fees from portfolio management services and other management-related fees 14 028 6 201
Other 23678 21793
Fee and commission income 1292 272 1079 913

) from 01.01.2021| from 01.01.2020
e pefed to 30.06.2021 to 30.06.2020

Fee and commission expense

Payment cards-related fees (118 866) (107 989)
Commissions paid to external entities for sale of the Group’s products (79 445) (86 681)
Commissions of insurance products (8 015) (5 368)
Commissions paid for sale of external financial entities (15 236) (10 319)
Discharged brokerage fees (21 106) (17 911)
Cash services (19 654) (20 292)
Fees to NBP, KIR and GPW Benchmark (6 984) (6 747)
Other discharged fees (102 337) (98 993)
Total fee and commission expense (371 643) (354 300)

7. Dividend income

) from 01.01.2021| from 01.01.2020
0 to 30.06.2021 to 30.06.2020

Financial assets at fair value through profit and loss 3612 4 479
Investments in subsidiaries, joint ventures and associates accounted for using the equity method 300 -
Total dividend income 3912 4 479
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8. Net trading income

- from 01.01.2021| from 01.01.2020

Foreign exchange result 69 596 8 449
Net exchange differences on translation (11 454) (218 715)
Net transaction gains/(losses) 81 050 227 164
Gains or losses on financial assets and liabilities held for trading 46 348 77 626
Derivatives, including: 36 776 32711
- Interest-bearing instruments 27 258 31 952
- Market risk instruments 9518 759
Debt securities 6 554 48 425
Loans and advances 3018 (3 510)
Gains or losses from hedge accounting (9179) (1725)
Net profit on hedged items 257 109 (99 910)
Net profit on fair value hedging instruments (264 136) 96 361
Ineffective portion of cash flow hedge (2 152) 1824
Net trading income 106 765 84 350

The foreign exchange result includes profit/(loss) on forward contracts, options, futures and recalculated
assets and liabilities denominated in foreign currencies. The result on derivative transactions of interest
bearing instruments includes the result of swap contracts for interest rates, options and other derivatives.
The result of the market risk instruments operations include profit/(loss) on: bond futures, index futures,
security options, stock exchange index options, and options on futures contracts as well as the result from
securities forward transactions, commodity futures and commodity swaps.

The Group applies fair value hedge accounting and cash flow hedge accounting. Detailed information on
hedge accounting are included in Note 16 "Financial assets held for trading and hedging derivatives".

9. Gains or losses on non-trading financial assets mandatorily at fair value through profit

or loss

q from 01.01.2021| from 01.01.2020
the period to 30.06.2021 to 30.06.2020
Equity instruments 41 1498
Debt securities 5164 2 320
Loans and advances (12 084) (47 524)

Total gains or losses on non-trading financial assets mandatorily at fair value through
profit or loss (6 879) (43 706)

10. Gains or losses on derecognition of financial assets and liabilities not measured at fair
value through profit or loss

. from 01.01.2021| from 01.01.2020
1 to 30.06.2021 to 30.06.2020

Gains less losses from derecognition, including: 91 529 6 410
- Financial assets measured at fair value through other comprehensive income 91 699 1225
- Financial assets at amortised cost (243) (3174)
- Financial liabilities at amortised cost 73 8 359
Gains less losses related to sale and revaluation of investments in subsidiaries and associates 586 (4 152)
Gains or losses on derecognition of financial assets and liabilities not measured

: h 92 115 2 258
at fair value through profit or loss
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11. Other operating income

- from 01.01.2021| from 01.01.2020

Income from sale or liquidation of fixed assets, intangible assets, assets held for sale and inventories 40 604 49 988
Income from services provided 5822 4 685
Net income from operating lease 2744 1927
Income due to release of provisions for future commitments 6 778 22 533
Income from recovering receivables designated previously as prescribed, remitted or uncollectible 1274 2 015
Income from compensations, penalties and fines received 238 495
Net revenues from the sale of an organised part of the company mFinanse S.A. 16 400 12 167
Other 34 148 22 255
Total other operating income 108 008 116 065

Income from services provided is earned on non-banking activities.

Net revenues from the sale of an organised part of the company mFinanse S.A. concern to the transaction
described in detail in Note 12 of the Consolidated Financial Statements of mBank S.A. Group for 2020
published on 25 February 2021.

Net income from operating lease consists of income from operating lease, income from right-of-use assets
in sublease and related depreciation cost of fixed asset provided by the Group under operating lease and
right-of-use assets in sublease, incurred to obtain revenue.

Net income from operating lease and right-of-use assets in sublease generated for the first half of 2021
and for the first half of 2020 is presented below.

the period| from 01.01.2021| from 01.01.2020
peri to 30.06.2021 to 30.06.2020

Net income from operating lease, including:

- Income from operating lease 17 946 20 501
- Income from right-of-use assets in sublease 3402 2121
- Depreciation cost of fixed assets provided under operating lease and right-of-use assets in sublease (18 604) (20 695)
Total net income from operating lease 2744 1927

12. Impairment or reversal of impairment on financial assets not measured at fair value

through profit or loss

) from 01.01.2021| from 01.01.2020
1 (i to 30.06.2021 to 30.06.2020

Financial assets at amortised cost, including: (388 338) (683 346)
- Debt securities 16 (8)
Stage 1 16 (8)
- Loans and advances (388 354) (683 338)
Stage 1 (75 787) 9 903
Stage 2 (14 646) (82 991)
Stage 3 (316 896) (604 972)
POCI 18 975 (5278)
Financial assets at fair value through other comprehensive income, including: 1857 485
- Debt securities 1857 485
Stage 1 (9) 732
Stage 2 1866 (247)
Commitments and guarantees given 5 497 (31 053)
Stage 1 2017 (4 451)
Stage 2 17 557 (3 925)
Stage 3 (17 693) (23 159)
POCI 3616 482
Net impairment losses on financial assets not measured at fair value through profit or loss (380 984) (713 914)

36



mBank S.A. Group
IFRS Condensed Consolidated Financial Statements for the first half of 2021 PLN (000’s)

13. Overhead costs

- from 01.01.2021| from 01.01.2020

Staff-related expenses (498 749) (522 982)
Material costs, including: (321 407) (324 072)
- costs of administration and real estate services (126 912) (124 081)
- IT costs (89 181) (90 807)
- marketing costs (62 407) (60 774)
- consulting costs (35 865) (41 346)
- other material costs (7 042) (7 064)
Taxes and fees (16 619) (12 732)
Contributions and transfers to the Bank Guarantee Fund (178 459) (229 957)
Contributions to the Social Benefits Fund (5 426) (4 217)
Total overhead costs (1 020 660) (1 093 960)

Staff-related expenses for the first half of 2021 and for the first half of 2020 is presented below.

) from 01.01.2021| from 01.01.2020
e pefed to 30.06.2021 to 30.06.2020

Wages and salaries (399 863) (422 501)
Social security expenses (74 526) (75 644)
Remuneration concerning share-based payments, including: (3 948) (4 444)

- share-based payments settled in mBank S.A. shares (3 546) (4 246)

- cash-settled share-based payments (402) (198)
Other staff expenses (20 412) (20 393)
Staff-related expenses, total (498 749) (522 982)

14. Other operating expenses

to 30.06.2021 to 30.06.2020
;osts ar!sing from sale or liquidation of fixed assets, intangible assets, assets held for resale and (38 037) (48 066)
inventories
Provisions for future commitments (71 982) (12 510)
Costs arising from provisions created for other receivables (excluding loans and advances) (2 657) (258)
Donations made (4 564) (3071)
Compensation, penalties and fines paid (7 146) (345)
Debt collection expenses (17 768) (18 886)
Other operating costs (21 339) (21 752)
Total other operating expenses (163 493) (104 888)

The item “Costs arising from sale or liquidation of fixed assets, intangible assets, assets held for resale and
inventories” includes mainly the costs of mLeasing Sp. z 0. 0. from the sale of leasing items.

15. Earnings per share

the period from 01.01.2021| from 01.01.2020
to 30.06.2021 to 30.06.2020

Basic:

Net profit attributable to Owners of mBank S.A. 425 808 177 900
Weighted average number of ordinary shares 42 367 040 42 350 367
Net basic profit per share (in PLN per share) 10.05 4.20
Diluted:

Net profit attributable to Owners of mBank S.A., applied for calculation of diluted earnings per share 425 808 177 900
Weighted average number of ordinary shares 42 367 040 42 350 367

Adjustments for:

- share options 62 466 35 642
Weighted average number of ordinary shares for calculation of diluted earnings per share 42 429 506 42 386 009
Diluted earnings per share (in PLN per share) 10.04 4.20
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16. Financial assets held for trading and derivatives held for hedges

| oosaom| 112202

Derivatives, including: 1699 144 1722 353
- Held for trading derivative financial instruments classified into banking book 146 918 145 107
- Held for trading derivative financial instruments classified into trading book 1488 841 1 620 288
- Derivative financial instruments held for fair value hedging 248 706 330 455
- Derivative financial instruments held for cash flow hedging 467 230 748 948
- Offsetting effect (652 551) (1 122 445)
Debt securities 1327 844 676 466
- General governments, including: 949 596 366 517

pledged securities 326 369 19 021
- Credit institutions 86 937 109 109
- Other financial corporations 165 430 72 785
- Non-financial corporations 125 881 128 055
Loans and advances 44 587 187 902
- Corporate customers 44 587 187 902
Total financial assets held for trading 3071 575 2586 721

The above note includes government bonds and treasury bills subject to pledge in sell/buy back
transactions.

Derivative financial instruments
The Group has the following types of derivative instruments:

Forward currency transactions represent commitments to purchase foreign and local currencies, including
outstanding spot transactions.

Futures for currencies and interest rates are contractual commitments to receive or pay a specific net value,
depending on currency rate of exchange or interest rate variations, or to buy or sell a foreign currency or
a financial instrument on a specified future date for a fixed price established on the organised financial
market. Because futures contracts are collateralised with fair-valued cash or securities and the changes of
the face value of such contracts are accounted for daily in reference to stock exchange quotations, the
credit risk is marginal.

FRA contracts are similar to futures except that each FRA is negotiated individually and each requires
payment on a specific future date of the difference between the interest rate set in the agreement and the
current market rate on the basis of theoretical amount of capital.

Currency and interest rate swap contracts are commitments to exchange one cash flow for another cash
flow. Such a transaction results in swap of currencies or interest rates (e.g. fixed to variable interest rate)
or combination of all these factors (e.g. cross-currency interest rate swaps - CIRS). Except from CIRS
there is no exchange of principal at the origin and maturity of the transaction. The credit risk of the Group
consists of the potential cost of replacing swap contracts if the parties fail to discharge their liabilities. This
risk is monitored daily by reference to the current fair value, proportion of the face value of the contracts
and market liquidity. The Group evaluates the parties to such contracts using the same methods as for its
credit business, to control the level of its credit exposure.

Currency and interest rate options are agreements, pursuant to which the selling party grants the buying
party the right, but not an obligation, to purchase (call option) or sell (put option) a specific quantity of
a foreign currency or a financial instrument at a predefined price on or by a specific date or within an
agreed period. In return for accepting currency or interest rate risk, the buyer offers the seller a premium.
An option can be either a public instrument traded at a stock exchange or a private instrument negotiated
between the Group and a customer (private transaction). The Group is exposed to credit risk related to
purchased options only up to the balance sheet value of such options, i.e. the fair value of the options.

Market risk transactions include futures contracts as well as commodity options, stock options and index
options.

Face values of certain types of financial instruments provide a basis for comparing them to instruments
disclosed in the statement of financial position but they may not be indicative of the value of the future
cash flows or of the present fair value of such instruments. For this reason, the face values do not indicate
the level of the Group's exposure to credit risk or price change risk. Derivative instruments can have
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positive value (assets) or negative value (liabilities), depending on market interest or currency exchange
rate fluctuations. The aggregate fair value of derivative financial instruments may be subject to strong
variations.

Hedge accounting

The Group applies fair value hedge accounting and cash flow hedge accounting. Detailed information on
hedge accounting are presented in these Note below.

In accordance with the IFRS9 provisions, only on the day of initial application the Bank had the opportunity
to choose as its accounting policy element to continue to apply the IAS 39 hedge accounting requirements
instead of the IFRS 9 requirements.

IFRS 9 requires the Bank to ensure that its hedging relationships are compliant with the risk management
strategy applied by the Bank and its objectives. IFRS 9 introduces new requirements with regard to the
assessment of hedge effectiveness, rebalancing of the hedge relationship as well as it prohibits voluntary
discontinuation of hedge accounting (i.e. in the absence of the conditions to stop the application of hedge
accounting, as defined in the standard).

The Group decided to continue from 1 January 2018, to apply the hedge accounting requirements in
accordance with IAS 39.

The Group determines the hedge ratio based on the nominal value of the hedged item and hedging
instrument and it is 1:1 except for mortgage bonds issued by mBank Hipoteczny (mBH) at mBank Group
hedging relationship, for which the hedged ratio was determined based on BPV (Basis Point Value).

The sources of hedge ineffectiveness for hedging relationships for which the ineffectiveness arises include
mismatch of cash flow dates and repricing periods, base mismatch (e.g. another WIBOR), nominal
mismatch in case when the hedge ratio is different than 1:1, CVA/DVA mismatch which is in hedging
instrument and is not in hedged instrument and mismatch due to initial valuation of hedging instruments
if a previously acquired derivative was included in hedging relationship.

Fair value hedge accounting

The Group applies fair value hedge accounting, under which the only kind of hedged risk is the risk of
changes in interest rates.

At the end of each month, the Group evaluates effectiveness of the applied hedging by carrying out analysis
of changes in fair value of the hedged and hedging instruments in respect of the hedged risk in order to
confirm that hedging relationships are effective in accordance with the accounting policy described in
Note 2.13 of Consolidated financial statements for 2020, published on 25 February 2021.

Description of the hedging relation

The Group hedges against the risk of change in fair value:

m fixed interest rate eurobonds issued by mFinance France S.A. (mFF), subsidiary of mBank, acquired
by the Bank in the substitution process. The hedged risk results from changes in interest rates,

m  mortgage bonds issued by mBank Hipoteczny (mBH), a subsidiary of mBank. The hedged risk
results from changes in interest rates,

m |oans received by mBank from European Investment Bank. The hedged risk results from changes
in interest rates,

m fixed interest bonds issued by mBank. The hedged risk results from changes in interest rates,

m part of the fixed interest rate mortgage portfolio granted by mBank's foreign branch in the Czech
Republic. The hedged risk results from changes in interest rates,

m  part of the portfolio of deposits modelled by the Bank in PLN with economic characteristics of fixed
rate deposits. The hedged risk results from changes in interest rates.

Hedged items
The hedged items are:

m  one tranche of fixed interest rate eurobonds issued by mFF, acquired by the Bank in the substitution
process, with a total nominal value of EUR 427 583 thousand,

m  one tranche of fixed interest rate eurobonds issued by mFF, acquired by the Bank in the substitution
process, with a total nominal value of CHF 200 000 thousand,

m fixed interest rate mortgage bonds issued by mBH with a nominal value of EUR 546 900 thousand,
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m fixed interest rate loans received by mBank from European Investment Bank with a nominal value
of respectively CHF 113 110 thousand, CHF 175 560 thousand and CHF 138 388 thousand,

m fixed rate bonds issued by mBank S.A. with a nominal value of CHF 305 000 thousand,
m fixed rate bonds issued by mBank S.A. with a nominal value of EUR 460 030 thousand,

m part of the fixed interest rate mortgage portfolio, denominated in CZK, granted by mBank's foreign
branch in the Czech Republic,

m part of the portfolio of deposits modelled by the Bank in PLN with economic characteristics of fixed
rate deposits.

Hedging instruments

IRS is the hedging instrument swapping the fixed interest rate for a variable interest rate.

Presentation of the result from hedged and hedging transactions

Fair value adjustment of the hedged assets and liabilities as well as valuation of the hedging instruments
are recognised in the income statement as trading income, with the exception of interest income and costs
of the interest element of the valuation of hedging instruments, which are presented in the item Interest
income / expense on derivatives concluded under the fair value hedge.

The total result of fair value hedge accounting recognised in the income statement

th riod from 01.01.2021| from 01.01.2020
€ perio to 30.06.2021 to 30.06.2020

Interest income on derivatives concluded under the fair value hedge accounting (Note 5) 53 055 40 095
Net profit on hedged items (Note 8) 257 109 (99 910)
Net profit on fair value hedging instruments (Note 8) (264 136) 96 361
The total results of fair value hedge accounting recognised in the income statement 46 028 36 546

Cash flow hedge accounting

Cash flow hedge accounting of the part of loans at a variable interest rate indexed to the market rate
portfolio, granted by the Bank

The Group applies cash flow hedge accounting of the part of loans at a variable interest rate indexed to the
market rate portfolio, granted by the Bank. An Interest Rate Swap is the hedging instrument changing the
variable interest rate to a fixed interest rate. The interest rate risk is the hedged risk within applied by the
Group cash flow hedge accounting. The ineffective portion of the gains or losses on the hedging instrument
is presented in Note 8 in the position “"Other net trading income and result on hedge accounting”. Portion
of the gains or losses on the hedging instrument that is an effective hedge, is presented in the statement
of comprehensive income as “Cash flow hedges (net)”.

The period from July 2021 to August 2029 is the period in which the cash flows are expected, and when
they are expected to have an impact on the result.

Cash flow hedges in relation to mortgage loans and mortgage bonds issued by mBank Hipoteczny

The Group applies hedge accounting with respect to cash flows of the portfolio of mortgage loans
denominated in PLN and mortgage bonds denominated in EUR issued by mBank Hipoteczny. The purpose
of the hedging strategy is to eliminate the risk of volatility of cash flows generated by mortgage loans in
PLN due to changes in reference interest rates and mortgage bonds denominated in a convertible currency
due to exchange rate changes using currency interest rate swaps (CIRS).

As part of hedge accounting, the Group designates a hedged item consisting of:

m parts of the portfolio of housing loans for retail customers entered in the collateral register for
mortgage covered bonds, denominated in PLN with an interest rate indexed to 3M WIBOR, the loan
margin is excluded from collateral,

m  mortgage bonds issued by the Bank in EUR with a fixed interest rate.

As hedging instruments, the Group uses CIRS derivative transactions in which, as a party to the transaction,
it pays variable interest flows in PLN increased by a margin and receives fixed interest rates in EUR and
the denominations are exchanged at the beginning and at the end of the transaction. As transactions
concluded by a mortgage bank, CIRS transactions are subject to entry in the register of covered bond
collateral. In addition, if the bank's bankruptcy is announced by the court, it will not be immediately
terminated, it will last until the end of the original maturity on the conditions specified on the date of the
transaction (they will not be extended beyond the original maturity).
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The Group hedges the interest rate risk and currency risk within one economic relationship between the
concluded CIRS transactions and part of the loan portfolio in PLN and mortgage bonds financing them in
EUR. For the purposes of cash flow hedge accounting, the Group simultaneously establishes two hedging
relationships:

m by decomposing the part of the actual CIRS transaction securing the portfolio of loans in PLN with
a variable interest rate (hedging against interest rate risk) and,

m by decomposing the actual portion of the CIRS transaction securing the liability in EUR (protection
against currency risk).

For the purpose of calculating changes in the fair value of future cash flows of items being hedged, the
Group uses the "hypothetical derivative" method, which assumes the possibility of reflecting the hedged
item and the characteristics of the risk being hedged in the form of a derivative. The valuation principles
are analogous to the principles for the valuation of interest rate derivatives.

In the case of established relationships, the period in which cash flows are expected and when they should
be expected to influence the results is the period from July 2021 to September 2025.

The following note presents other comprehensive income due to cash flow hedges for the period from
1 January to 30 June 2021 and for the period from 1 January to 30 June 2020.

th iod| from 01.01.2021( from 01.01.2020
€ perio to 30.06.2021 to 30.06.2020

Other gross comprehensive income from cash flow hedge at the beginning of the period 517 444 147 088
Unrealised gains/losses included in other gross comprehensive income during the reporting period (231 474) 549 472
Profits / (Losses) recognized in other comprehensive income in the period (78 814) (96 095)
net interest income (107 014) (33 845)
foreign exchange result 28 200 (62 250)
Accumulated other gross comprehensive income at the end of the reporting period 207 156 600 465
Deferred income tax on accumulated other comprehensive income at the end of the reporting period (39 360) (114 088)
Accumulated other net comprehensive income at the end of the reporting period 167 796 486 377
Impact on other comprehensive income in the reporting period (gross) (310 288) 453 377
Deferred tax on cash flow hedges 58 954 (86 142)
Impact on other comprehensive income in the reporting period (net) (251 334) 367 235

the period from 01.01.2021| from 01.01.2020
* to 30.06.2021 to 30.06.2020

Gains/losses recognised in comprehensive income (gross) during the reporting period, including:

Unrealised gains/losses included in other comprehensive income (gross) (310 288) 453 377
Results of cash flow hedge accounting recognised in the income statement 76 662 97 919
- amount included as interest income in income statement during the reporting period (Note 5) 107 014 33 845
; ,\cr;(:gfzjtive portion of hedge recognised included in other net trading income in income statement (2 152) 1824
foreign exchange result (28 200) 62 250
Impact on other comprehensive income in the reporting period (gross) (233 626) 551 296
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17. Non-trading financial assets mandatorily at fair value through profit or loss

Equity instruments 209 502 202 304
- Other financial corporations 151 013 139 718
- Non-financial corporations 58 489 62 586
Debt securities 82 064 76 068
- Other financial corporations 82 064 76 068
Loans and advances 1385 139 1506 319
- Individual customers 1 099 292 1216 809
- Corporate customers 285 525 288 777
- Public sector customers 322 733
Total non-trading financial assets mandatorily at fair value through profit or loss 1676 705 1784 691
Short-term (up to 1 year) 1 025 254 1 083 487
Long-term (over 1 year) 651 451 701 204

18. Financial assets at fair value through other comprehensive income

- Gross carrying amount Accumulated impairment
Carrying
30.06.2021
ametnt mmmmmmmm

Debt securities 32046 002| 32049 765 - - - (3763) - - -
- Central banks 679 979 679 979 - - - - - - -
- General governments, including: 29 075 309 29 075 402 - - - (93) - - -
pledged securities 671 335 671 335 - - - - - - -
- Credit institutions 251 865 252 056 - - - (191) - - -
- Other financial institutions 1584 468 1586 185 - - - (1717) - - -
pledged securities 102 984 102 984 - - - - - - -
- Non-financial corporations 454 381 456 143 - - - (1762) - - -
Total financial assets at fair
value through other 32046 002| 32049 765 - - - (3763) - - -
comprehensive income

Short-term (up to 1 year) gross 6 351 175

Long-term (over 1 year) gross 25 698 590

- Gross carrying amount Accumulated impairment
Carrying
"ot | stage | stge2 | stgea | poct | stager | swmge2 | stges | ot |

Debt securities 35 498 061| 35 392 158 111 568 - (3 754) (1911)

- Central banks 184 996 184 996 - - - - - - -

- General governments, including: 33177 825| 33177912 - - - (87) - - -
pledged securities 1243 749 1243 749 - - - - - - -

- Credit institutions 222 380 222 570 - - - (190) - - -

- Other financial institutions 1373371 1 374 996 - - - (1625) - - -

- Non-financial corporations 539 489 431 684 111 568 - - (1852) (1911) - -

Total financial assets at fair

value through other 35498 061| 35392158 111 568 - - (3 754) (1911) - -

comprehensive income

Short-term (up to 1 year) gross 12 582 844

Long-term (over 1 year) gross 22 920 882

The above note includes government bonds pledged under the Bank Guarantee Fund, government bonds
and treasury bills pledged as sell/buy back transactions and government bonds pledged as collateral for
the loans received from the European Investment Bank.
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Movements in expected credit losses allowance on financial assets at fair value through other
comprehensive income

Change
from 1 January
to 30 June 2021

As at the
beginning of
the period

Transfer to

Stage 1

Transfer to
Stage 2

Transfer to
Stage 3

New financial
assets
originated or
purchased

Financial
assets
derecognised
during the
period

Changes in
credit risk

As at the end
of the period

Debt securities (5 665) - - - (1210) 3422 (310) (3763)
Stage 1 (3 754) (125) - - (1210) 1110 216 (3 763)
Stage 2 (1911) 125 - - - 2312 (526) -
Expected credit losses (5 665) _ - - (1 210) 3422 (310) (3763)

allowance, total

Change

from 1 January
to 31 December 2020

As at the
beginning of
the period

Transfer to
Stage 1

Transfer to
Stage 2

Transfer to
Stage 3

New financial
assets
originated or
purchased

Financial
assets
derecognised
during the
period

Changes in
credit risk

As at the end
of the period

Debt securities (4 362) - - - (1978) 2210 (1 535) (5 665)
Stage 1 (3 242) - 182 - (1 978) 2192 (908) (3 754)
Stage 2 (1 120) - (182) - - 18 (627) 1 911)
Expected credit losses (4362) - - - (1978) 2210 (1535) (5 665)

allowance, total

Explanation of changes in the financial instruments gross carrying amount impacting the
changes on expected credit losses allowance

- Financial
New financial
::rr(‘:-n:‘gleJanuary beAgsi:r:i:\I;eof Transfer to Transfer to Transfer to . a_ssets der:::;:;sised Other As at the t?nd
to 30 June 2021 the period Stage 1 Stage 2 Stage 3 originated or during the movements of the period
purchased h
period
Debt securities 35 503 726 - - - 6 674 653 (9 905 624) (222 990) 32049 765
Stage 1 35392 158 10 540 - - 6 674 653 (9 804 596) (222 990) 32 049 765
Stage 2 111 568 (10 540) - - - (101 028) - -
Gross carrying amount, total 35503 726 - - - 6 674 653 (9 905 624) (222 990) 32 049 765

A Financial

Change As at the e Gl assets
Foror Transfer to Transfer to Transfer to assets A Other As at the end
(T i BTV (e G Stage 1 Stage 2 Stage 3 originated or Glaeree ) movements of the period
to 31 December 2020 the period during the
purchased :
period

Debt securities 22778 283 - - - 26 442 762| (13513 270) (204 049) 35503 726
Stage 1 22 737 162 - (96 872) - 26 438 084 (13 513 270) (172 946) 35 392 158
Stage 2 41121 - 96 872 - 4678 - (31 103) 111 568
Gross carrying amount, total 22 778 283 - - - 26 442 762| (13 513 270) (204 049) 35503 726
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19. Financial assets at amortised cost

c . Gross carrying amount Accumulated impairment
30.06.2021 Sl

Debt securities 15 083 951| 15084 070 - (119) -
- General governments, including: 10 438 217 10 438 217 - - - - - - -
pledged securities 1296 331 1296 331 - - - - - - -
- Credit institutions 2177 148 2177 148 - - - - - - -
- Other financial corporations 2 468 586 2 468 705 - - - (119) - - -
pledged securities 331 700 331 700 - - - - - - -
Loans and advances to banks 9 750 443 9 751 104 - - - (661) - - -
'c'::;‘:l::; advances to 114 811 615/ 105 070 808| 8558 373| 4647 148 242 636 (384 988)| (484 193)| (2882 121) 43 952
Individual customers 67 155 868 63 686 605 3 031 907 2151 162 124 008 (192 970) (275 125)| (1 374 700) 4 981
Corporate customers 47 436 219 41 167 932 5523 465 2494 917 118 628 (191 779) (209 067)| (1 506 848) 38 971
Public sector customers 219528 216 271 3001 1069 - (239) (1) (573) -
::;12"_‘;:::‘; ::tsets 139 646 009129 905 982| 8558373| 4647 148 242 636 (385768)| (484 193)| (2882 121) 43 952
Short-term (up to 1 year) gross 47 680 169
Long-term (over 1 year) gross 95 673 970
Carrying Gross carrying amount Accumulated impairment
Debt securities 15952 501| 15952636 - - - (135) - - -
- General governments, including: 11 303 908 11 303 908 - - - - - - -
pledged securities 2 705 060 2 705 060 - - - - - - -
- Credit institutions 1984 770 1984 770 - - - - - - -
- Other financial corporations 2 663 823 2 663 958 - - - (135) - - -
Loans and advances to banks 7 354 268 7 354 870 - - - (602) - - -
It;z:::r:::ls advances to 106 873 133| 91214 989| 14290 332| 4714 440 204 198 (296 810)| (441 217)| (2 871 497) (31 302)
Individual customers 62 929 892 54 300 751 8 176 256 2 147 319 110 450 (164 491) (291 489)| (1 341 134) (7 770)
Corporate customers 43 713 672 36 687 052 6111911 2 566 052 183 748 (132 050) (149 727)| (1 529 782) (23 532)
Public sector customers 229 569 227 186 2 165 1069 - (269) (1) (581) -
Total financial assets 130 179 902 114 522 495| 14 200332| 4714 a40 204198| (297547)| (441217)| (2871497)| (31302)
at amortised cost
Short-term (up to 1 year) gross 45 976 949
Long-term (over 1 year) gross 87 844 516

The above note includes government bonds pledged under the Bank Guarantee Fund, securities pledged
as sell/buy back transactions, government bonds pledged as collateral for the loans received from the
European Investment Bank.

In the item loans and advances granted to individual clients were also included loans granted to
microenterprises serviced by mBank S.A. Retail Banking.
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Loans and advances to customers

Gross carrying

customers customers customers
Current accounts 13 226 447 7 829 646 5 395 656 1145
Term loans, including: 87 521 821 60 795 319 26 507 306 219 196
- housing and mortgage loans to natural persons 47 633 757 47 633 757 W//%W////
Reverse repo or buy/sell back 1 557 695 - 1 557 695 -
Finance leases 12 708 089 - 12 708 089 -
Other loans and advances 3110 032 - 3110 032 -
Other receivables 394 881 368 717 26 164 -
Total gross carrying amount 118 518 965 68 993 682 49 304 942 220 341

Loans and advances to customers
30.06.2021

Accumulated
impairment

Ind ual Corporate Public sector
customers customers customers

Current accounts (906 849) (644 284) (262 563) (2)
Term loans, including: (2 284 501) (1 193 530) (1 090 160) (811)
2 2

- housing and mortgage loans to natural persons (443 297) (443 297) W//%%///////
Finance leases (462 248) - (462 248) -
Other loans and advances (53 752) - (53 752) -
Total accumulated impairment (3707 350) (1837 814) (1868 723) (813)
Total gross carrying amount 118 518 965 68 993 682 49 304 942 220 341
Total accumulated impairment (3 707 350) (1837 814) (1 868 723) (813)
Total carrying amount 114 811 615 67 155 868 47 436 219 219 528
Short-term (up to 1 year) gross 36 518 518

Long-term (over 1 year) gross 82 000 447

Loans and advances to customers

31.12.2020

Gross carrying
amount

Individual Corporate Public sector
customers customers customers

Current accounts 11 762 492 7 389 930 4 371 243 1319
Term loans, including: 83 563 068 57 053 626 26 280 341 229 101
- housing and mortgage loans to natural persons 44 714 007 44 714 007 o
Reverse repo or buy/sell back 103 832 - 103 832 -
Finance leases 12 253 821 - 12 253 821 -
Other loans and advances 2 523 145 - 2523 145 -
Other receivables 307 601 291 220 16 381 -
Total gross carrying amount 110513 959 64 734 776 45 548 763 230420

Loans and advances to customers

Accumulated

customers customers customers
Current accounts (848 459) (582 742) (265 717) -
Term loans, including: (2 286 946) (1222 142) (1 063 953) (851)
i % %

- housing and mortgage loans to natural persons (464 821) (464 821) %///////////////%%///////////////
Finance leases (453 398) - (453 398) -
Other loans and advances (52 023) - (52 023) -
Total accumulated impairment (3 640 826) (1 804 884) (1835091) (851)
Total gross carrying amount 110 513 959 64 734 776 45 548 763 230 420
Total accumulated impairment (3 640 826) (1 804 884) (1835 091) (851)
Total carrying amount 106 873 133 62 929 892 43 713 672 229 569
Short-term (up to 1 year) gross 35 862 048
Long-term (over 1 year) gross 74 651 911
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The currency structure of housing and mortgage loans granted to individual customers

Net housing and mortgage loans to natural persons (in PLN '000), including: 47 190 460 44 249 186
- PLN 26 609 773 23 789 950
- CHF 11 034 989 12 295 153
- EUR 4 290 841 3844 598
- CZK 5 060 829 4113 213
- Usb 173 291 182 238
- Other currency 20 737 24 034
Net housing and mortgage loans to natural persons in original currencies (main currencies in '000)

- PLN 26 609 773 23 789 950
- CHF 2 677 616 2 883 411
- EUR 949 133 833102
- CZK 28 543 875 23 463 851
- Usb 45 561 48 488

The table above includes loans and advances at amortized cost and does not include the loans and advances

measured at fair value through profit or loss.

The structure of concentration of carrying amounts of exposure of mBank Group

%

1. |Household customers 68 993 682 58.21% 64 734 776 58.58%
2. |Real estate 7 081 501 5.97% 7 211 368 6.53%
3. |Construction 4 885 672 4.12% 4843 129 4.38%
4. |Financial activities 3 207 587 2.71% 1668 335 1.51%
5. |Transport and logistics 2 989 824 2.52% 2 758 935 2.50%
6. |Food sector 2 876 065 2.43% 2 869 995 2.60%
7. |Metals 2 648 814 2.23% 2 159 089 1.95%
8. |Construction materials 2134 293 1.80% 1908 325 1.73%
9. |Motorisation 2 067 538 1.74% 1800 110 1.63%
10. |Chemicals and plastic products 1 805 543 1.52% 1 836 669 1.66%
11. |Scientific and technical activities 1719 000 1.45% 1 350 347 1.22%
12. |Wood, furniture and paper products 1707 783 1.44% 1 682 940 1.52%
13. |Power and heating distribution 1 568 634 1.32% 1 358 741 1.23%
14. |Retail trade 1 436 847 1.21% 1 332 389 1.21%
15. |Wholesale trade 1 426 604 1.20% 1231929 1.11%
16. |IT 1 042 350 0.88% 1077 032 0.97%
17. |Fuel 969 438 0.82% 757 337 0.69%
18. |Human health 950 561 0.80% 778 940 0.70%
19. |Rental and leasing activities 919 150 0.78% 871 694 0.79%
20. |Pharmacy 913 298 0.77% 895 675 0.81%

As at 30 June 2021, the total exposure of the Group in the above sectors (excluding household customers)
amounts to 35.71% of the credit portfolio (31 December 2020: 34.74%).
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Movements in expected credit losses allowance

N fi ial Financial
As at the Swtnanca assets i Changes due

beginning of Transfer to Transfer to Transfer to assets derecognised Changes in to new default Other As at the end

0 30 June 2021 the period Stage 1 Stage 2 Stage 3 originated or during the credit risk definition movements | of the period
purchased =
period

Debt securities (135 - E E (27) 79 (36) - ] A (119)
Stage 1 (135); - - - (27); 79 (36)] - | - (119)
Loans and advances to
banks (602 1 k E (1 637) 1523 57, ) i i (661)
Stage 1 (602); - - - (1 637) 1523 57| (2) | - (661)
Loans and advances to | (3 649 g26 E E 4 (144 s65) 155819 (355 555) (8 071) 210 403} 75445| (3 707 350)
customers
Stage 1 (296 810) (291 807) 74 950; 4 103] (68 646)] 37 683 165 052 (9 513) | - (384 988)
Stage 2 (441 217) 277 097 (102 742) 87 792 (14 903) 32 631 (307 705)] (15 146) -] E (484 193)
Stage 3 (2 871 497); 14 710 27 792 (91 895)| (64 499) 82 208 (261 343)] 2909 204 049 75 445 (2882121)
POCI (31 302) | - - 3483 3297 48 441 13 679 6 354 - 43 952
Expected credit losses | 4 4
allowance, total (3 641563 (146 229) 157 421 (355 534) (8 073), 210 403 75445| (3 708 130)

New financial U= e
b Asina:i:lhe £ Transfer to Transfer to Transfer to assets d rasse:‘si d Changes in Write-off Other As at the end
g P Stage 1 Stage 2 Stage 3 originated or Slecogmse credit risk Sl movements | of the period
0 31 December 2020 the period D aced during the
P period
Debt securities (79 - - - (18) - (38) A A (135)
Stage 1 (79) - - - (18)] - (38)] - - (135)
Loans and advances to banks (1132 - | | (821)| 1 409 (58)| E E (602)
Stage 1 (1132) - - - (821)| 1 409 (58)] - - (602)
Loans and advances to customers (3190 278 - - - (319 078) 290 685/ (1 209 342) 749 991 37 196 (3 640 826)
Stage 1 (313 118)) (459 747)| 191 924 5152 (116 897) 75 031 320 845 - - (296 810)
Stage 2 (258 035)| 428 279 (247 788)| 172 655 (46 854)] 41 774 (531 248)| - - (441 217)
Stage 3 (2 603 391) 31 468 55 864 (177 787) (136 582) 173 886 (998 834) 746 683} 37196] (2 871497)
POCI (15 734) E E (20) (18 745) (6) (105) 3308 | (31 302)
Expected credit losses allowance, total| (3 191 489 - - - (319 917) 292 094| (1209 438) 749 991 37 196] (3 641 563)

Explanation of changes in the gross carrying amount impacting the changes on expected credit

losses allowance

New financial

Financial assets|

besimmingornd  TZeerte | Toneferto | Topsferte | sssete | derecoonioed | ot [ ofher | asatihe endof
0 30 June 2021 period EcRased Betiod
Debt securities 15952 636 E - - 480 465 (2117 564) E 768 533 15084 070
Stage 1 15 952 634 E - - 480 465 (2 117 564)| B 768 533 15 084 070
Loans and advances to banks 7 354 870 g - - 8862 277 (6 490 484) L 24 441 9751104
Stage 1 7 354 870 E ] -] 8 862 277 (6 490 484)| R 24 441 9751 104
Loans and advances to customers 110 513 959 g - - 21 353 423 (10 833 736)| (210 403 (2304 278 118 518 965
Stage 1 91 214 989 6 854 362} (2 473 959) (206 575) 20 706 280 (9 067 503) E (1 956 786 105 070 808
Stage 2 14 290 3321 (6 778 650 2 670 782) (428 067) 495 184 (1 497 901) L (193 307 8 558 373
Stage 3 4714 440 (75 712 (196 823) 630 668 93 155 (196 243) (204 049 (118 288 4647 148
POCI 294 198 E - 3974 58 804 (72 089)] (6 354 (35897, 242 636
;ir';::"'a' assets at amortised cost, 133 821 465 - i 4 30696165 (19 441 784) (210 403 (1511304) 143 354 139
As at the New financial |Financial assets|
Transfer to Transfer to Transfer to ) a.ssets dere?ognlsed Other As at the s_snd of|
o 31 December 2020 Stage 1 Stage 2 Stage 3 o:s:::;es::r du:er:—igo:he movements the period
Debt securities 11 234 952 E E E 5 880 802 (1764 212) 1 601 094 15952 636
Stage 1 11 234 952 E -] -] 5 880 802 (1764 212)| ] 601 094 15 952 636
Loans and advances to banks 4 342 890 - - E 6 606 475 (3 784 808) e 190 313 7 354870
Stage 1 4 342 890 E -] -] 6 606 475 (3 784 808) ] 190 313 7 354 870
Loans and advances to customers 106 025 977 - - E 31 608 750 (22512 717)] (749 991 (3 858 060 110 513 959
Stage 1 93 799 388 2138 313 (8 600 097); (1076 743) 28 782 346 (20 250 185) ] (3578 033, 91 214 989
Stage 2 7 887 489 (2 098 705 8 684 824 (579 870)| 2 346 404 (1752 517) ] (197 293; 14 290 332
Stage 3 4101 512 (39 608 (84 727)] 1552 183 466 903 (497 453)| (746 683 (37 687, 4714 440
POCI 237 588 E ] 104 430 13 097 (12 562)] (3 308 (45 047, 294 198
;ir:as's‘da' assets at amortised cost, 121 603 819 1 i . 44096 027| (28 061 737)| (749 991 (3 066 653 133 821 465
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In the first half of 2021, Group withdrew gradually from using additional premisses for maintaining loans
subject to the moratoria in Stage 2. The total gross carrying amount reclassified in the first half of 2021 to
the Stage 1 due to cancellation of additional premisses, amounted to PLN 3 161 million.

In the first half of 2021, in the model management process, Group has implemented improvements of the
sensitivity of the quantitative staging model. This resulted in reclassification of PLN 2 275 million from the

Stage 2 to the Stage 1, and PLN 660 million PLN from the Stage 1 to the Stage 2.

20. Intangible assets

| soocsoul 3uizam0

Goodwill 27 760 27 760
Patents, licences and similar assets, including: 903 481 897 283

- computer software 743 700 722 688
Other intangible assets 7 994 8 812
Intangible assets under development 268 530 244 843
Total intangible assets 1207 765 1178 698

21. Tangible assets

| sooecoul aui2a0m0

Tangible assets, including: 607 132 614 346
- land 653 653
- buildings and structures 74 163 153 403
- equipment 159 171 166 759
- vehicles 201 243 199 575
- other fixed assets 171 902 93 956
Fixed assets under construction 98 125 183 142
Right-of-use, including: 848 730 717 089
- real estate 837 435 667 387
- the right of perpetual of usufruct of land 9579 47 670
- cars 1431 1547
- other 285 485
Total tangible assets 1 553 987 1514 577

Due to the change of the headquarters of the Bank, in the first half of 2021, the Group reclassified its
building at 14 Krdlewska St. in Warsaw, previously presented as a fixed asset in the total carrying amount
of PLN 75 645 thousand and perpetual usufruct right to land, presented as right-of-use in the total carrying
amount of PLN 37 747 thousand to the item "Investment property". The difference in revaluation of these
components to fair value in tha amount of PLN 14 118 thousand was recognised in other comprehensive

income (Note 27).

22. Financial liabilities held for trading and derivatives held for

hedges

Derivatives, including: 1281 194 1 338 564
- Held for trading derivative financial instruments classified into banking book 110 735 322 135
- Held for trading derivative financial instruments classified into trading book 1326 341 1280170
- Derivative financial instruments held for fair value hedging 179 357 7 646
- Derivative financial instruments held for cash flow hedging 41 109 60
- Offsetting effect (376 348) (271 447)
Liabilities from short sale of securities 522 576 -
Total financial liabilities held for trading and derivatives held for hedges 1803 770 1 338 564
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23. Financial liabilites measured at amortised cost — amounts due to banks and customers

including:
Amount due Amount due

30.06.2021 to banks to customers | Individual Corporate | Public sector
customers customers customers

Deposits 1714 146| 152591402 106 499 183 45 343 985 748 234
Current accounts 964 406 142 895 847 97 672 250 44 489 786 733 811
Term deposits - 9 476 785 8 826 933 635 429 14 423
Repo transactions 749 740 218 770 - 218 770 -
Loans and advances received 500 1784 198 - 1784 198 -
Other financial liabilities 1106 003 2207 917 200 505 1 966 456 40 956
Liabilities in respect of cash collaterals 855 266 658 995 88 812 570 183 -
Leasing liabilities 6 450 957 511 - 917 597 39914
Other liabilities 244 287 591 411 111 693 478 676 1042
Deposits and other financial liabilities, total 2820649 156583517 106 699 688 49 094 639 789 190
Short-term (up to 1 year) 2 820 649 153903 571

Long-term (over 1 year) - 2 679 946

including:
Amount due Amount due =

to banks to customers Individual
customers customers customers

Deposits 1 665 284| 132795741 97 862 007 34 488 153 445 581
Current accounts 1026 011 121 812 481 87 703 713 33 677 641 431 127
Term deposits - 10 890 036 10 158 294 717 288 14 454
Repo transactions 639 273 93 224 - 93 224 -
Loans and advances received 500 3 254 591 - 3 254 591 -
Other financial liabilities 733 956 1 648 336 114 355 1493 343 40 638
Liabilities in respect of cash collaterals 487 667 510 195 37 892 472 303 -
Leasing liabilities - 771 935 - 731 349 40 586
Other liabilities 246 289 366 206 76 463 289 691 52
Deposits and other financial liabilities, total 2399 740| 137 698 668 97 976 362 39 236 087 486 219
Short-term (up to 1 year) 1 666 738 133 504 849
Long-term (over 1 year) 733 002 4 193 819

The Group presents amounts due to micro enterprises provided by Retail Banking of mBank S.A. under
amounts due to individual customers.
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24. Provisions

Provisions for legal proceedings, including: 261 052 200 536
- ﬁr%\;lls;:lc;r;sdf?grn;ezz;lldgjasa Scases concerning indexation clauses in repaid mortgage and housing loans 220 488 161 886
- provisions for other legal proceedings relating to loans in foreign currencies 25 268 26 581
- provisions for remaining legal proceedings 15 296 12 069
Provisions for commitments and guarantees given 200 674 205 661
Other provisions 101 063 95 494
Provisions, total 562 789 501 691

The description regarding individual cases concerning indexation clauses in mortgage and housing loans in
CHF is presented in point 26 Selected explanatory information.

The methodology of the measurement of provisions for legal risk regarding individual court cases
concerning indexation clauses in repaid mortgage and housing loans in CHF is presented in Note 3.

The item Other provisions includes provisions recognized related to the judgment of the CJEU of
11 September 2020 regarding reimbursement of commissions in case of earlier loan repayments of
consumer loans and mortgage loans. Detailed information regarding the abovementioned judgement are

described in Note 3.

Movements in provisions

Change from 1 January to 30 June

Provisions for
individual cases
concerning
indexation clauses in
repaid mortgage and
housing loans in CHF
and for legal costs

Provisions for other

legal proceedings
relating to loans in
foreign currencies

Provisions for
remaining legal
proceedings

Other provisions

Provisions as at the beginning of the period 161 886 26 581 12 069 95 494
Change in the period, due to: 58 602 (1313) 3227 5 569
increase of provisions 51 387 502 29 814 34 685
- release of provisions - (213) (968) (1 020)
- utilization (36 425) (1602) (25 616) (27 466)
- reclassification from/to other position of statement of financial 43 640 _ _ _
position
- foreign exchange differences - - 3) (630)
Provisions as at the end of the period 220 488 25 268 15 296 101 063

Change from 1 January to 31 December

Provisions for
individual cases
concerning
indexation clauses in
repaid mortgage and
housing loans in CHF
and for legal costs

Provisions for other
legal proceedings
relating to loans in
foreign currencies

Provisions for
remaining legal
proceedings

Other provisions

Provisions as at the beginning of the period 50 098 61 103 6 004 101 104
Change in the period, due to: 111 788 (34 522) 6 065 (5 610)
increase of provisions 136 515 8782 7 767 39 537
- release of provisions - (20 705) (456) (8 173)
- utilization (24 727) (22 599) (1 246) (34 600)
- recl_a_ssification from/to other position of statement of financial B _ _ (3 040)
position
- foreign exchange differences - - - 666
Provisions as at the end of the period 161 886 26 581 12 069 95 494
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Movements in provisions for loan commitments, guarantees and other financial facilities and
other commitments

Change from As at the Increases due | Derecognised Changes in Changes due
Transfer to Transfer to Transfer to g 5 g
Stage 1 Stage 2 Stage 3 to granting durm_g the credit risk to new ?gfault
ELLRECVET period (net) definition

As at the end
of the period

1 January to beginning of
30 June 2021 the period

Loan commitments 88991 - - - 17 896 (17 583) (21 883) 5522 72943
Stage 1 44 157 30 490 (2 996) (47) 11 653 (7 119) (32 535) (3233) 40 370
Stage 2 36 829 (29 153) 3244 (519) 4271 (6 875) 10 010 3355 21162
Stage 3 5510 (1337) (248) 566 1640 (2 694) 404 5 404 9245
POCI 2495 - - - 332 (895) 238 (4) 2166

Guarantees and other

o i e 116 670 - - - 56 388 (75 746) 30 395 24 127 731
Stage 1 4541 1327 (185) - 7330 (7 060) 999 35 6 987
Stage 2 6134 (1327) 185 (20) 408 (2796) 32 (11) 2605
Stage 3 80 055 - - 20 48516 (34 995) 25057 - 118 653
poCI 25940 - - - 134 (30 895) 4307 - (514)
Provisions on off-

balance sheet 205 661 - - - 74 284 (93 329) 8512 5546 200 674

commitments and
financial guarantees

CEiain egmingor | Tronsterto | mansterto | wransterto | MTSSEEE e | Pgreoasd | 20t | ae ot e ena
31 December 2020 the period and takeover period (net)

Loan commitments 63 864 - - . 47 811 (56 507) 33823 88991
Stage 1 35 708 38 907 (5912) (5) 22934 (17 990) (29 485) 44 157
Stage 2 23639 (38 907) 5953 (317) 12 956 (14 023) 47 528 36 829
Stage 3 2136 - (41) 322 10 835 (23 358) 15616 5510
POCI 2381 - - - 1086 (1136) 164 2495
Guarantees and other financial facilities 89 568 - - - 82723 (76 229) 20 608 116 670
Stage 1 4781 1425 (764) - 15708 (15 565) (1 044) 4 541
Stage 2 4713 (1 425) 764 (278) 2526 (3719) 3553 6134
Stage 3 79 684 - - 278 38317 (56 229) 18 005 80 055
POCI 390 - - - 26172 (716) 94 25940
P'°Vi5i"l:‘lzl‘l’:' ‘;f:;":'a“"": s.h::;r ce 153 432 - - - 130 534 (132 736) 54 431 205 661
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25. Assets and liabilities for deferred income tax

As at the beginning of the period 1 635 815 1473 790
Changes recognized in the income statement 161 992 163 244
Changes recognized in other comprehensive income (4 315) 9 464
Other changes (4 609) (10 683)
As at the end of the period 1 788 883 1 635 815
As at the beginning of the period (782 625) (536 160)
Changes recognized in the income statement (117 200) (132 986)
Changes recognized in other comprehensive income 129 101 (113 479)
As at the end of the period (770 724) (782 625)
reometax | "R300] " Saoe0n

to 30.06.2021 to 30.06.2020
Current income tax (361 852) (154 672)
Deferred income tax recognised in the income statement 44 792 (29 861)
Income tax recognised in the income statement (317 060) (184 533)
Recognised in other comprehensive income 124 786 (134 913)
Total income tax (192 274) (319 446)

26. Retained earnings

Retained earnings include: other supplementary capital, other reserve capital, general banking risk reserve,
profit (loss) from the previous years and profit for the current year.

Other supplementary capital, other reserve capital and general banking risk reserve are created from profit
for the current year and their aim is described in the by-laws or in other regulations of the law.

Other supplementary capital 9916 912 9911 964
Other reserve capital 104 871 101 325
General banking risk reserve 1153 753 1153 753
Profit from the previous year 1329 607 1230724
Profit for the current year 425 808 103 831
Total retained earnings 12930951 12 501 597

According to the Polish legislation, each Bank is required to allocate 8% of its net profit to a statutory
undistributable other supplementary capital until this supplementary capital reaches 1/3 of the share
capital.

In addition, the Group transfers some of its net profit to the general banking risk reserve to cover
unexpected risks and future losses. The general banking risk reserve can be distributed only on consent of
shareholders at a general meeting.
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27. Other components of equity

[ sooce;u 311220

Exchange differences on translating foreign operations (2 035) (2392)
Unrealized gains (foreign exchange gains) 6 475 30 888
Unrealized losses (foreign exchange losses) (8 510) (33 280)
Cash flow hedges 167 796 419 130
Unrealized gains 228 378 569 033
Unrealized losses (21 222) (51 589)
Deferred income tax (39 360) (98 314)
Valuation of debt securities at fair value through other comprehensive income 14 101 185 333
Unrealized gains on debt instruments 26 230 258 069
Unrealized losses on debt instruments (9 691) (1784)
Deferred income tax (2 438) (70 952)
Actuarial gains and losses relating to post-employment benefits (17 570) (17 570)
Actuarial gains 32 32
Actuarial (losses) (21 724) (21 724)
Deferred income tax 4122 4122
Investment properties 11 436 -
Gains or losses on investment properties included in other comprehensive income 14 118 -
Deferred income tax (2 682) -
Total other components of equity 173 728 584 501

28. Fair value of assets and liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. A fair value measurement assumes
that the transaction of selling the asset or transferring a liability occurs either:

m on the main market for the asset or liability,
B in the absence of a main market, for the most advantageous market for the asset or liability.

In line with IFRS 9, for accounting purposes, the Group determines the valuation of its assets and liabilities
through amortised cost or through fair value. In addition, for the positions that are valued through
amortised cost, there is calculated and disclosed the fair value, but only for disclosure purposes — according
to IFRS 7.

The approach to the method used for the loans that are fair valued in line of IFRS 9 requirements, is
described in the Note 3.3.7 to the Consolidated Financial Statements of mBank Group for 2020, published
on 25 February 2021.

Following market practices the Group values open positions in financial instruments using either the mark
to-market approach or is applying pricing models well established in market practice (mark-to-model
method) which use as inputs market prices or market parameters, and in few cases parameters estimated
internally by the Group. All significant open positions in derivatives are valued by marked-to-model using
prices observable in the market. Domestic commercial papers are marked to model (by discounting cash
flows), which in addition to market interest rate curve uses credit spreads estimated internally.

For disclosure purposes, the Group assumed that the fair value of short-term financial liabilities (less than
1 year) is equal to the balance sheet values of such items. In addition, the Group assumes that the
estimated fair value of financial assets and financial liabilities longer than 1 year is based on discounted
cash flows using appropriate interest rates.
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Financial assets and liabilities at amortised cost

The following table presents a summary of balance sheet values and fair values for each group of financial
assets and liabilities not recognised in the statement of financial position of the Group at their fair values.

Financial assets at amortised cost

Debt securities 15 083 951 15113 890 15952 501 16 445 401
Loans and advances to banks 9 750 443 9 743 550 7 354 268 7 347 513
Loans and advances to customers, including: 114 811 615 114 990919 106 873 133 107 694 550
Loans and advances to individuals 67 155 868 68 802 945 62929 892 64 818 035
Current accounts 7 185 362 7 395 808 6 807 188 6 948 249
Term loans 59 601 789 61 038 420 55 831 484 57 578 566
Other 368 717 368 717 291 220 291 220
Loans and advances to corporate entities 47 436 219 45 964 474 43 713 672 42 641 296
Current accounts 5133 093 4 962 219 4 105 526 3 989 429
Term loans, including finance lease 37 662 987 36 360 602 37 016 811 36 060 532
Reverse repo or buy/sell back transactions 1 557 695 1 557 695 103 832 103 832
Other loans and advances 3 056 280 3 057 794 2471122 2471122
Other 26 164 26 164 16 381 16 381
Loans and advances to public sector 219 528 223 500 229 569 235 219
Financial liabilities at amortised cost

Amounts due to other banks 2 820 649 2 820 649 2399 740 2 399 740
Amounts due to customers 156 583 517 156 594 647 137 698 668 137 726 122
Debt securities in issue 13 060 997 13 200 607 13 996 317 14 172 566
Subordinated liabilities 2542 224 2511 674 2578 327 2552 098

The following sections present the key assumptions and methods used by the Group for estimation of the
fair values of financial instruments:

Loans and advances to banks and loans and advances to customers

The fair value for loans and advances to banks and loans and advances to customers is disclosed as the
estimated value of future cash flows using current interest rates including appropriate credit spreads and
is based on the expected maturity of the respective loan agreements. The level of credit spread was
determined based on market quotation of median credit spreads for Moody’s rating grade. Attribution of
a credit spread to a given credit exposure is based on a mapping between Moody’s rating grade and internal
rating grades of the Group. To reflect the fact that the majority of the Group’s exposures is collateralised
whereas the median of market quotation is centred around unsecured issues, the Group applied appropriate
adjustments.

Financial liabilities

Financial instruments representing liabilities for the Group include the following:
m contracted borrowings;
m  deposits;
m  issues of debt securities;
m  subordinated liabilities.

The fair value for these financial liabilities with more than 1 year to maturity is based on discounted cash
flows by the use of discounting factor including an estimation of a spread reflecting the credit spread for
mBank and the liquidity margin. For the loans received from European Investment Bank in EUR and in CHF
the Group used the EBI yield curve. With regard to the own issue as part of the EMTN programme the
market price of the relevant financial services has been used.

In the case of deposits, the Group has applied the curve constructed on the basis of quotations of money
market rates as well as FRA and IRS contracts for appropriate currencies and maturities. In case of
subordinated liabilities, the Group used curves based on cross-currency basis swap levels taking into
account the original spread on subordinated liabilities and their maturities.
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In case of covered bonds and other debt securities issued by mBank Hipoteczny, for the purpose of the
disclosures swap curves and forecasted initial spreads for certain issues are used.

The Group assumed that the fair values of these instruments with less than 1 year to maturity was equal
to the carrying amounts of the instruments.

According to the fair value methodology applied by the Group, financial assets and liabilities are classified
as follows:

B Level 1: prices quoted on active markets for the same instrument (without modification);

B Level 2: prices quoted on active markets for the similar instruments or other valuation techniques for
which all significant input data are based on observable market data;

B Level 3: valuation methods for which at least one significant input data is not based on observable
market data.

Financial assets and liabilities measured at fair value

The following table presents the hierarchy of fair values of financial assets and liabilities recognised in the
statement of financial position of the Group at their fair values.

Valuation

30.06.2021

RECURRING FAIR VALUE MEASUREMENTS

Quoted prices in
active markets

techniques based
on observable
market data

Other valuation
techniques

n

Financial assets

:i:r?",‘:tizl'::sets held for trading and hedging 3071 575 949 596 1 620 466 501 513
Loans and advances to customers 44 587 - - 44 587
Debt securities 1327 844 949 596 - 378 248
Derivative financial instruments, including: 1 699 144 - 1 620 466 78 678
Derivative financial instruments held for trading 1635 759 - 1 635 759 -
Hedging derivative financial instruments 715936 - 637 258 78 678
Offsetting effect (652 551) - (652 551) -
u::r;;t;zd';:gﬁf;n:rnlgsasl assets mandatorily at fair value 1 676 705 1 000 _ 1 675 705
Loans and advances to customers 1385139 - - 1385139
Debt securities 82 064 - - 82 064
Equity securities 209 502 1 000 - 208 502
:L"::::g;s:iszsi:z;f‘:;"a'“e through other 32 046 002 30 440 675 679 979 925 348
Debt securities 32 046 002 30 440 675 679 979 925 348
Total financial assets 36 794 282 31 391 271 2 300 445 3 102 566
Financial liabilities
Derivative financial instruments, including: 1281 194 - 1281 194 -
Derivative financial instruments held for trading 1437 076 - 1437 076 -
Hedging derivative financial instruments 220 466 - 220 466 -
Offsetting effect (376 348) - (376 348) -
Liabilities from short sale of securities 522 576 522 576 - -
Total financial liabilities 1803 770 522576 1 281 194 -
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Assets measured at fair value
based on Level 3

changes in the period
from 1 January
to 30 June 2021

Debt trading
securities

Derivative
financial
instruments

Non-trading debt
securities
mandatorily at
fair value through
profit or loss

Non-trading

Debt securities at

equity securities |fair value through

mandatorily at
fair value through
profit or loss

other
comprehensive
income

As at the beginning of the period 309 949 121 029 76 068 201 344 990 351
Gains and losses for the period: 3911 (42 351) 5 996 649 (10 882)
Recognised in profit or loss: 3911 (26 570) 5996 649 -
Net trading income 3911 (26 570) 832 - -
Gains or losses on non-trading
financial assets mandatorily at fair - - 5164 - -
value through profit or loss
Gains or losses on subsidiaries and _ _ _ 649 _
associates
‘Recogm.sed in other comprehensive _ (15 781) _ _ (10 882)
income:
Financial assets at fair value
through other comprehensive - - - - (10 882)
income
Cash flow hedges - (15 781) - - -
Purchases 1392 225 - - 10 852 414 539
Redemptions (51 508) - - (4 343) (345 605)
Sales (4 446 108) - - - (907 416)
Issues 3169 779 - - - 784 361
As at the end of the period 378 248 78 678 82 064 208 502 925 348

RECURRING FAIR VALUE MEASUREMENTS

Quoted prices in

active markets

Valuation
techniques based
on observable
market data

Other valuation
techniques

Financial assets

Financial assets held for trading and hedging

derivatives 2586 721 366 517 1601 324 618 880
Loans and advances to customers 187 902 - - 187 902
Debt securities 676 466 366 517 - 309 949
Derivative financial instruments, including: 1722 353 - 1601 324 121 029
Derivative financial instruments held for trading 1 765 395 - 1 765 395 -
Hedging derivative financial instruments 1 079 403 - 958 374 121 029
Offsetting effect (1 122 445) - (1 122 445) -
mﬁ-::gzdl;l:(g)ﬁf;n:rnlgsasl assets mandatorily at fair value 1 784 691 960 _ 1783 731
Loans and advances to customers 1 506 319 - - 1506 319
Debt securities 76 068 - - 76 068
Equity securities 202 304 960 - 201 344
:Lﬁ::::;s:iszsi:z;:i’e"a'“e through other 35 498 061 34322714 184 996 990 351
Debt securities 35 498 061 34 322 714 184 996 990 351
Total financial assets 39 869 473 34 690 191 1786 320 3 392 962
Financial liabilities
Derivative financial instruments, including: 1 338 564 - 1 338 564 -
Derivative financial instruments held for trading 1 602 305 - 1 602 305 -
Hedging derivative financial instruments 7 706 - 7 706 -
Offsetting effect (271 447) - (271 447) -
Total financial liabilities 1338 564 - 1338 564 -
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Assets measured at fair value
based on Level 3

changes in the period
from 1 January
to 31 December 2020

Debt trading

securities

Derivative
financial
instruments

Non-trading debt
securities
mandatorily at
fair value through
profit or loss

Non-trading

Debt securities at

equity securities |fair value through

mandatorily at
fair value through
profit or loss

other
comprehensive
income

As at the beginning of the period 403 028 (7 524) 133774 161 791 1032 369
Gains and losses for the period: 20578 128 553 12 632 46 612 10 868
Recognised in profit or loss: 20 578 108 234 12 632 46 612 -

Net trading income 20 578 108 234 1922 91 -

Gains or losses on non-trading

financial assets mandatorily at fair - - 10 710 48 657 -

value through profit or loss

Gains or losses on subsidiaries and _ _ _ (2 136) _

associates
‘Recogm.sed in other comprehensive _ 20 319 _ _ 10 868
income:

Financial assets at fair value

through other comprehensive - - - - 10 868

income

Cash flow hedges - 20 319 - - -
Purchases 1 516 096 - - 1648 676 697
Redemptions (164 337) - - - (385 844)
Sales (7 680 403) - - (8 707) (4 624 885)
Issues 6 214 987 - - - 4 281 146
Conversion - - (70 338) - -
As at the end of the period 309 949 121 029 76 068 201 344 990 351

During the first half of 2021 and the first half of 2020 there were no transfers of financial instruments
between the levels of fair value hierarchy.

With regard to financial instruments valuated in repetitive way to the fair value classified as level 1 and 2
in hierarchy of fair value, any cases in which transfer between these levels may occur, are monitored by
the Bank on the basis of internal rules. In case if there is no market price used to a direct valuation for
more than 5 working days, the method of valuation is changed, i.e. change from marked-to-market
valuation to marked-to-model valuation under the assumption that the valuation model for the respective
type of this instrument has been already approved. The return to marked-to-market valuation method
takes place after a period of at least 10 working days in which the market price was available on
a continuous basis. If there is no market prices for a debt treasury bonds the above terms are respectively
2 and 5 working days.

Level 1

As at 30 June 2021, at level 1 of the fair value hierarchy, the Group has presented the fair value of held
for trading government bonds in the amount of PLN 949 596 thousand (see Note 16) and the fair value of
government bonds and treasury bills measured at fair value through other comprehensive income in the
amount of PLN 29 038 942 thousand (see Note 18) (31 December 2020 respectively: PLN 366 517 thousand
and PLN 33 141 490 thousand). Level 1 includes the fair values of corporate bonds in the amount of
PLN 1 401 733 thousand (31 December 2020: PLN 1 181 224 thousand).

In addition, as at 30 June 2021 level 1 includes the value of the registered privileged shares of Gietda
Papieréw Wartosciowych in the amount of PLN 1 000 thousand (31 December 2020: PLN 960 thousand).

As at 30 June 2021, level 1 also includes liabilities from short sale of securities in the amount of
PLN 522 576 thousand.

These instruments are classified as level 1 because their valuation is directly derived by applying current
market prices quoted on active and liquid financial markets.

Level 2

Level 2 of the fair value hierarchy mainly includes the fair values of bills issued by NBP in the amount of
PLN 679 979 thousand (31 December 2020: PLN 184 996 thousand), whose valuation is based on a NPV
model (discounted future cash flows) fed with interest rate curves generated by transformation of
quotations taken directly from active and liquid financial markets.

In addition, the level 2 category includes the valuation of derivative financial instruments borne on models
consistent with market standards and practices, using parameters taken directly from the markets
(e.g., foreign exchange rates, implied volatilities of fx options, stock prices and indices) or parameters
which transform quotations taken directly from active and liquid financial markets (e.g. interest rate
curves).
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Level 3

Level 3 of the hierarchy presents the fair values of commercial debt securities issued by local banks and
companies in the amount of PLN 1 349 293 thousand (31 December 2020: PLN 1 340 033 thousand) and
includes the fair value of a debt instrument measured at fair value through profit or loss, representing the
rights to preferred stock of Visa Inc.

Level 3 includes also the fair value of local government bonds in the amount of PLN 36 367 thousand
(31 December 2020 - PLN 36 335 thousand).

Model valuation for these items assumes a valuation based on the market interest rate yield curve adjusted
by the level of credit spread. The credit spread parameter reflects the credit risk of the security issuer and
is determined in accordance with the Bank's internal model. This model uses credit risk parameters
(e.g. PD, LGD) and information obtained from the market (including implied spreads from transactions).
PD and LGD parameters are not observed on active markets and therefore have been determined on the
basis of statistical analysis. Both models - the valuation of debt instruments and the credit spread model
were built internally in the Bank by risk units, were approved by the Model Risk Committee and are subject
to periodic monitoring and validation carried out by an entity independent of the units responsible for
building and maintaining the model.

Level 3 as at 30 June 2021 includes the value of loans and advances to customers in the amount of
PLN 1 429 726 thousand (31 December 2020 — PLN 1 694 221 thousand). The Fair Value calculation process
for loans and advances to customers is described detailly on the Note 3.3.7. of Consolidated financial
statement of Group of mBank S.A. for 2020, published on 25 February 2021.

Moreover, level 3 covers mainly the fair value of equity securities amounting to PLN 208 502 thousand
(31 December 2020: PLN 201 344 thousand). The equity securities presented at level 3 have been valuated
using the market multiples method. The market multiples method, consists of valuating the equity capital
of a company by using a relation between the market values of the own equity capital or market values of
the total capital invested in comparable companies (goodwill) and selected economic and financial figures.

Level 3 also includes the valuation of CIRS contracts concluded under cash flow hedge accounting of the
PLN mortgage loan portfolio and covered bonds issued by mBank Hipoteczny (for more information, see
Note 16). As at 30 June 2021, the valuation of these contracts was positive (presented in assets) and
amounted to PLN 78 678 thousand (31 December 2020: PLN 121 029 thousand - presented in assets).

29. Prudential consolidation

According to the Regulation (EU) No 575/2013 of the European Parliament and of the Council of
26 June 2013 on prudential requirements for credit institutions and investment firms and amending
regulation (EU) No 648/2012 ("CRR Regulation”), mBank is a significant subsidiary of EU parent institution,
responsible for the preparation of the prudentially consolidated financial data to fulfil the requirement of
disclosures described in IAS 1.135 “Presentation of Financial Statements”.

Financial information presented below does not represent the International Financial Reporting Standards
(“"IFRS") measures as defined by the standards.

mBank S.A. Group (“the Group”) consists of entities defined in accordance with the rules of prudential
consolidation, specified by the CRR Regulation.

Basis of the preparation of the consolidated financial data

mBank S.A. Group consolidated financial data based on the rules of prudential consolidation specified by
the CRR Regulation (“*Prudentially consolidated financial data”) have been prepared for the 6-month period
ended 30 June 2021 and for the 6-month period ended 30 June 2020.

The consolidated profit presented in the prudentially consolidated financial data may be included
in consolidated Common Equity Tier 1 for the purpose of the calculation of consolidated Common Equity
Tier 1 capital ratio, consolidated Tier 1 capital ratio and consolidated total capital ratio with the prior
permission of the KNF or after approval by the General Meeting of shareholders.

The accounting policies applied for the preparation of the Group prudentially consolidated financial data are
identical to those, which have been applied to the mBank S.A. Group consolidated financial data for the
first half of 2021, prepared in compliance with IFRS, except for the consolidation standards presented
below.
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The prudentially consolidated financial data includes the Bank and the following entities:

Company

mBank Hipoteczny S.A.

full

Share in

voting rights| Consolidation

(directly and
indirectly)

100%

full

Share in
voting rights
(directly and

indirectly)

100%

Consolidation
method

full

mLeasing Sp. z o0.0.

full

100%

full

100%

full

mFinanse S.A.

full

100%

full

100%

full

mFaktoring S.A.

full

100%

full

100%

full

Future Tech Fundusz Inwestycyjny
Zamkniety

full

98.04%

full

98.04%

full

Tele-Tech Investment Sp. z o.0.

100%

full

100%

full

100%

full

Asekum Sp. z o.0.

100%

full

100%

full

100%

full

LeaseLink Sp. z o.0.

100%

full

100%

full

100%

full

mElements S.A.

100%

full

100%

full

100%

full

mFinance France S.A.

99.998%

full

As of December 2020, the consolidation of mFinance France S.A. was discontinued.

Entities included in the scope of prudential consolidation are defined in the Regulation CRR - institutions,
financial institutions or ancillary services undertakings, which are subsidiaries or undertakings in which
a participation is held, except for entities in which the total amount of assets and off-balance sheet items
of the undertaking concerned is less than the smaller of the following two amounts:

®m  EUR 10 million;

® 1 % of the total amount of assets and off-balance sheet items of the parent undertaking or the
undertaking that holds the participation.

The consolidated financial data combine items of assets, liabilities, equity, income and expenses of the
parent with those of its subsidiaries eliminating the carrying amount of the parent’s investment in each
subsidiary and the parent’s portion of equity of each subsidiary. Thus arises goodwill. If goodwill has
negative value, it is recognised directly in the income statement. The profit or loss and each component of
other comprehensive income is attributed to the Group’s owners and to the non-controlling interests even
if this results in the non-controlling interests having a deficit balance. If the Group loses control of
a subsidiary, it shall account for all amounts previously recognised in other comprehensive income in
relation to that subsidiary on the same basis as would be required if the Group had directly disposed of the
related assets or liabilities.

Intra-group transactions, balances and unrealised gains on transactions between companies of the Group
are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of
impairment of the asset transferred. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.
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Prudentially consolidated income statement

Period

from 01.04.2021
to 30.06.2021

Period
from 01.01.2021
to 30.06.2021

to 30.06.2020

Period
from 01.01.2020
to 30.06.2020

Interest income, including: 1035117 2 054 440 1211 045 2 546 348
Interest income accounted for using 917 810 1815 641 1085 353 2313 785
the effective interest method
Incor?ve similar to interestf on financial assets 117 307 238 799 125 692 232 563
at fair value through profit or loss

Interest expenses (73 638) (146 124) (204 005) (473 518)

Net interest income 961 479 1908 316 1 007 040 2072830

Fee and commission income 646 334 1292 272 535 487 1079913

Fee and commission expenses (193 763) (371 641) (172 549) (354 298)

Net fee and commission income 452571 920 631 362938 725 615

Dividend income 3472 3912 4179 4 479

Net trading income 43 587 106 765 39 545 84 350

e g ol et 579 16 50 (3 706)

52 140

Other operating income 53 020 108 007 74 586 115 583

e e o el st I s

Costs of legal risk related to foreign currency loans (248 537) (314 805) (188 972) (201 883)

Overhead costs (467 855) (1 020 593) (454 950) (1 093 561)

Depreciation (112 336) (224 227) (116 362) (213 872)

Other operating expenses (82 010) (163 493) (48 791) (104 868)

Operating profit 385 661 1 028 789 356 847 632617

Taxes on the Group balance sheet items (147 165) (285 986) (138 417) (270 247)

Profit before income tax 238 496 742 803 218 430 362 370

Income tax expense (129 822) (317 036) (131 499) (184 533)

Net profit 108 674 425 767 86 931 177 837

Net profit attributable to:

- Owners of mBank S.A. 108 683 425 808 86 983 177 900

- Non-controlling interests (9) (41) (52) (63)
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Prudentially consolidated statement of financial position

ASSETS

30.06.2021

31.12.2020
- restated

Cash and balances with the Central Bank 16 523 318 3968 691
Financial assets held for trading and hedging derivatives 3071575 2 586 721
Non-trading financial assets mandatorily at fair value through profit or loss, including: 1 683 339 1791 292
Equity instruments 216 136 208 905
Debt securities 82 064 76 068
Loans and advances to customers 1385139 1506 319
Financial assets at fair value through other comprehensive income 32 040 042 35492 108
Financial assets at amortised cost, including: 139 645 759 130 179 652
Debt securities 15083 951 15952 501
Loans and advances to banks 9 750 443 7 354 268
Loans and advances to customers 114 811 365 106 872 883
Fair value changes of the hedged items in portfolio hedge of interest rate risk 161 103 -
Intangible assets 1207 765 1178 698
Tangible assets 1 553 987 1514 578
Investment properties 127 510 -
Current income tax assets 15 461 23 957
Deferred income tax assets 1018 241 853 869
Other assets 1423 200 1282424
TOTAL ASSETS 198 471 300 178 871 990
sewmesawosu
e ||
Financial liabilities held for trading and hedging derivatives 1803 770 1 338 564
Financial liabilities measured at amortised cost, including: 175 007 872 156 673 479
Amounts due to banks 2 820 649 2 399 740
Amounts due to customers 156 584 002 137 699 095
Debt securities issued 13 060 997 13996 317
Subordinated liabilities 2 542 224 2 578 327
Fair value changes of the hedged items in portfolio hedge of interest rate risk 33788 59 624
Provisions 562 789 501 691
Current income tax liabilities 92 230 225 796
Deferred income tax liabilities 87 690
Other liabilities 4 277 161 3397 079
TOTAL LIABILITIES 181 777 697 162 196 923

EQUITY

Equity attributable to Owners of mBank S.A. 16 691 714 16 673 133
Share capital: 3 587 035 3 587 035
Registered share capital 169 468 169 468
Share premium 3417 567 3417 567
Retained earnings: 12 930 951 12 501 597
Profit from the previous years 12 505 143 12 397 766
Profit for the current year 425 808 103 831
Other components of equity 173 728 584 501
Non-controlling interests 1889 1934
TOTAL EQUITY 16 693 603 16 675 067
TOTAL LIABILITIES AND EQUITY 198 471 300 178 871 990
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SELECTED EXPLANATORY INFORMATION
1. Compliance with international financial reporting standards

The presented condensed consolidated report for the first half of 2021 fulfils the requirements of the
International Accounting Standard (IAS) 34 “Interim Financial Reporting” relating to interim financial
reports.

In addition, selected explanatory information provide additional information in accordance with Decree of
the Minister of Finance dated 29 March 2018 concerning the publication of current and periodic information
by issuers of securities and the conditions of acceptance as equal information required by the law of other
state, which is not a member state (Journal of Laws 2018, item 757).

2. Consistency of accounting principles and calculation methods applied to the drafting of
the quarterly report and the last annual financial statements

The description of the Group's accounting policies is presented in Note 2 and 3 of these condensed
consolidated financial statements. The accounting principles adopted by the Group were applied on
a continuous basis for all periods presented in the financial statements, except for the changes in
accounting principles, which were presented under Note 2 in sections “Accounting basis” and “Comparative
data”.

3. Seasonal or cyclical nature of the business

The business operations of the Group do not involve significant events that would be subject to seasonal
or cyclical variations.

4. Nature and values of items affecting assets, liabilities, equity, net profit/(loss) or cash
flows, which are extraordinary in terms of their nature, magnitude or exerted impact

In the first half of 2021 the COVID-19 pandemic significantly affected the Group's activity, including
affecting the level of expected credit losses charges and valuation of loan portfolio measured at fair value
through profit or loss. The financial results for the first half of 2021 also include additional costs of legal
risk related to individual court cases regarding indexation clauses in mortgage and housing loans in CHF in
the amount of PLN 314.8 million. Detailed information in this regard is presented in Note 3 “Major estimates
and judgments made in connection with the application of accounting policy principles”.

5. Nature and amounts of changes in estimate values of items, which were presented in
previous interim periods of the current reporting year, or changes of accounting
estimates indicated in prior reporting years, if they bear a substantial impact upon the
current interim period

The financial results for the first half of 2021 also include additional costs of legal risk related to individual
court cases regarding indexation clauses in mortgage and housing loans in CHF in the amount of
PLN 314.8 million. The increase of the impact of the legal risk in the first half of 2021 resulted mainly from
higher than expected inflow of cases in the first half of 2021 and changes in level of loss on loan exposure
in case of losing the case by the Bank. Detailed information in this regard is presented in Note 3 “Major
estimates and judgments made in connection with the application of accounting policy principles”.

6. Issues, redemption and repayment of non-equity and equity securities
In the first half of 2021, the following issues and redemptions occurred in the Group:

m  mLleasing Sp. z 0.0. issued short-term bonds in the amount of PLN 598 949 thousand and redeemed
short-term bond in the amount of PLN 600 000 thousand,

m  mBank Hipoteczny S.A. redeemed mortgage bonds in the amount of PLN 527 210 thousand and
corporate bonds in the amount of PLN 100 000 thousand.

7. Dividends paid (or declared) altogether or broken down by ordinary shares and other
shares

On 24 March 2021, the 34th Annual General Meeting of mBank S.A. adopted a resolution regarding the
distribution of the net profit for 2020. The net profit of mBank S.A. in the amount of PLN 93 047 thousand
was left undivided.

8. Significant events after the end of the first half of 2021, which are not reflected in the
financial statements

Events as indicated above did not occur in the Group.
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9. Effect of changes in the structure of the entity in the first half of 2021, including
business combinations, acquisitions or disposal of subsidiaries, long-term investments,
restructuring, and discontinuation of business activities

On 8 April 2021 a company under the name of mTowarzystwo Funduszy Inwestycyjnych Spétka Akcyjna
(mTFI S.A.) was founded. On that day Bank acquired 100% shares of mTFI S.A., representing 100% votes
at the general meeting of mTFI S.A.

On 22 April 2021, the Ordinary General Shareholders’ Meeting of the subsidiary mFinance France SA, in
which the Bank holds directly and via its subsidiary mInvestment Banking S.A. 100% of shares and 100 %
of votes in the share capital, decided to end the liquidation of the subsidiary on 22 April 2021 and thus to
submit an application for the removal of the Subsidiary from the French register of enterprises.

10. Changes in contingent liabilities and commitments

In the first half of 2021, there were no changes in contingent liabilities and commitments of credit nature,
i.e. guarantees, letters of credit or unutilised loan amounts, other than resulting from current operating
activities of the Group. There was no single case of granting of guarantees or any other contingent liability
of any material value for the Group.

11. Write-offs of the value of inventories down to net realisable value and reversals of such
write-offs

In the first half of 2021, events as indicated above did not occur in the Group.

12. Revaluation write-offs on account of impairment of tangible fixed assets, intangible
assets, or other assets as well as reversals of such write-offs

In the first half of 2021, events as indicated above did not occur in the Group.
13. Revaluation write-offs on account of impairment of financial assets

Data regarding write-offs on account of impairment of financial assets is presented under Note 12 of these
condensed consolidated financial statements.

14. Reversals of provisions against restructuring costs
In the first half of 2021, events as indicated above did not occur in the Group.
15. Acquisitions and disposals of tangible fixed asset items

In the first half of 2021, there were no material transactions of acquisition or disposal of any tangible fixed
assets, with the exception of typical lease operations that are performed by the companies of the Group.

16. Material liabilities assumed on account of acquisition of tangible fixed assets
In the first half of 2021, events as indicated above did not occur in the Group.

17. Information about changing the process (method) of measurement the fair value of
financial instruments

In the reporting period there were no changes in the process (method) of measurement the fair value of
financial instruments.

18. Changes in the classification of financial assets due to changes of purpose or use of
these assets

In the reporting period there were no changes in the classification of financial assets as a result of a change
in the purpose or use of these assets.

19. Corrections of errors from previous reporting periods

In the first half of 2021, events as indicated above did not occur in the Group. The restatements of
comparative data have been described in the Note 2, in the item "Comparative data”.

20. Information on changes in the economic situation and operating conditions that have
a significant impact on the fair value of financial assets and financial liabilities of the
entity, regardless of whether these assets and liabilities are included in the fair value
or in the adjusted purchase price (amortised cost)

The fair value of financial assets and liabilities was impacted by the actions related to COVID-19 pandemic,
undertaken in Poland as well as worldwide. Since the beginning of first half of 2021, Poland has maintained
the restrictions introduced in 2020. In spite of their partial relaxation, they were reintroduced in the
beginning of March 2021 due to an increase in new cases of infection and spreading of British variation of
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the virus. After passing through the peak number of new infections in the third phase of pandemic, Poland
started to relax the restrictions gradually and most of the pandemic restrictions were ceased by the end of
the first half of the year.

For more information on the impact on the valuation of loans, see Note 3 “Major estimates and judgments
made in connection with the application of accounting policy principles”.

21. Default or infringement of a loan agreement or failure to initiate composition
proceedings

In the first half of 2021, events as indicated above did not occur in the Group.

22. Position of the management on the probability of performance of previously published
profit/loss forecasts for the year in light of the results presented in the quarterly report
compared to the forecast

The Bank did not publish a performance forecast for the year 2021.
23. Registered share capital

The total number of ordinary shares as at 30 June 2021 was 42 367 040 shares (31 December 2020:
42 367 040 shares) at PLN 4 nominal value each. All issued shares were fully paid up.

REGISTERED SHARE CAPITAL (THE STRUCTURE) AS AT 30 JUNE 2021
Series / face value A A Series / face value of issue A
Number of shares of issue in PLN Registered on Number of shares Paid up

ordinary bearer* 9 989 000 39 956 000 fully paid in cash 1986
ordinary registered* - - 11 000 44 000 fully paid in cash 1986
ordinary bearer - - 2 500 000 10 000 000 fully paid in cash 1994
ordinary bearer - - 2 000 000 8 000 000 fully paid in cash 1995
ordinary bearer - - 4 500 000 18 000 000 fully paid in cash 1997
ordinary bearer - - 3 800 000 15 200 000 fully paid in cash 1998
ordinary bearer - - 170 500 682 000 fully paid in cash 2000
ordinary bearer - - 5742 625 22 970 500 fully paid in cash 2004
ordinary bearer - - 270 847 1 083 388 fully paid in cash 2005
ordinary bearer - - 532 063 2128 252 fully paid in cash 2006
ordinary bearer - - 144 633 578 532 fully paid in cash 2007
ordinary bearer - - 30 214 120 856 fully paid in cash 2008
ordinary bearer - - 12 395 792 49 583 168 fully paid in cash 2010
ordinary bearer - - 16 072 64 288 fully paid in cash 2011
ordinary bearer - - 36 230 144 920 fully paid in cash 2012
ordinary bearer - - 35037 140 148 fully paid in cash 2013
ordinary bearer - - 36 044 144 176 fully paid in cash 2014
ordinary bearer - - 28 867 115468 fully paid in cash 2015
ordinary bearer - - 41 203 164 812 fully paid in cash 2016
ordinary bearer - - 31995 127 980 fully paid in cash 2017
ordinary bearer - - 24 860 99 440 fully paid in cash 2018
ordinary bearer - - 13 385 53 540 fully paid in cash 2019
ordinary bearer - - 16 673 66 692 fully paid in cash 2020
Total number of shares 42 367 040

Total registered share capital 169 468 160

Nominal value per share (PLN) 4

* As at the end of the reporting period

24. Material share packages

Commerzbank AG is a shareholder holding over 5% of the share capital and votes at the General Meeting
and as at 30 June 2021 it held 69.28% of the share capital and votes at the General Meeting of mBank
S.A. In the first half of 2021 there were no changes in the ownership structure of Bank’s material shares
packages.

Another shareholder holding over 5% of the share capital and votes at the General Meeting are also the
funds managed by Nationale-Nederlanden PTE. According to the information received by Bank on
8 December 2020, the funds held 2 178 642 shares in total, which represented 5.14% of the share capital
of mBank S.A. and entitled to 2 178 642 votes at the General Meeting.

In the first half of 2021, there were no changes in the ownership structure of Bank’s material shares
packages.

64



mBank S.A. Group

IFRS Condensed Consolidated Financial Statements for the first half of 2021

PLN (000’s)

25. Change in Bank shares and rights to shares held by managers and supervisors

Number of shares held
as at the date of

publishing the report
for the Q1 2021

Number of shares
acquired from the date
of publishing the report
for Q1 2021 to the date
of publishing the report

for HY 2021

Number of shares sold
from the date of
publishing the report
for Q1 2021 to the date
of publishing the report
for HY 2021

Number of shares held
as at the date of
publishing the report
for HY 2021

Management Board

1. Cezary Styputkowski 23 250 23 250
2. Andreas Boger 819 819
3. Krzysztof Dabrowski 1682 1682
4. Cezary Kocik 2161 2 161
5. Marek Lusztyn -

6. Adam Pers 158 158

As at the date of publishing the report for the first quarter of 2021 and as at the date of publishing the
report for the first half of 2021, the Members of the Management Board had no and they have no rights to
Bank’s shares.

As at the date of publishing the report for the first quarter of 2021 and as at the date of publishing the
report for the first half of 2021, the Member of the Supervisory Board of mBank S.A. Mr J6rg Hessenmiiller
had the 7 958 Bank’s shares.

As at the date of publishing the report for the first quarter of 2021 and as at the date of publishing the
report for the first half of 2021, the other Members of the Supervisory Board of mBank S.A. had neither
Bank shares nor rights to Bank shares.

26. Proceedings before a court, arbitration body or public administration authority

The Group monitors the status of all court cases brought against entities of the Group, including the status
of court rulings regarding loans in foreign currencies in terms of shaping of and possible changes in the line
of verdicts of the courts, as well as the level of required provisions for legal proceedings.

The Group creates provisions for litigations against entities of the Group, which as a result of the risk
assessment involve a probable outflow of funds from fulfilling the liability and when a reliable estimate of
the amount of the liability can be made. The amount of provisions is determined taking into account the
amounts of outflow of funds calculated on the basis of scenarios of potential settlements of disputable
issues and their probability estimated by the Group based on the previous decisions of courts in similar
matters and the experience of the Group.

The value of provisions for litigations as at 30 June 2021 amounted to PLN 261 052 thousand
(PLN 200 536 thousand as at 31 December 2020). A potential outflow of funds due to the fulfilment of the
obligation takes place at the moment of the final resolution of the cases by the courts, which is beyond the
control of the Group.

Information on the most important court proceedings relating to the issuer’'s contingent
liabilities
1. Claims of Interbrok’s clients

Since 2008, the Bank has received 9 claims for damages in connection with the activities of Interbrok
Investment E. Drézdz i Spétka Spotka jawna (hereinafter Interbrok). Eight of the nine lawsuits were
filed by former clients of Interbrok for the total amount of PLN 800 thousand with the proviso that the
claims may be extended up to the total amount of PLN 5 950 thousand. The plaintiffs alleged that the
Bank had aided in Interbrok’s illegal activities, which caused damage to them. With regard to seven of
the afore-mentioned cases, legal proceedings against the Bank were dismissed and the cases were
finally concluded. In the eighth case, a plaintiff withdrew their suit waiving the claim and the Regional
Court dismissed the action. As far as the ninth suit is concerned, the amount in dispute is
PLN 276 499 thousand, including statutory interest and costs of proceedings. According to the claims
brought in the suit, this amount comprises the receivables, acquired by the plaintiff by way of
assignment, due to the parties aggrieved by Interbrok on account of a reduction (as a result of
Interbrok’s bankruptcy) of the receivables by a return of the deposits paid by the aggrieved for making
investments on the forex market. The plaintiff claims the Bank's liability on the grounds of the Bank’s
aid in committing the illicit act of Interbrok, consisting in unlicensed brokerage operations. On
7 November 2017, the Regional Court in Warsaw dismissed the action in its entirety. The ruling is not
final. The plaintiff appealed. By the judgment of 25 January 2021, the Court of Appeal in Warsaw
dismissed the appeal of the plaintiff. The judgment of the District Court in Warsaw and the judgment
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of the Court of Appeal in Warsaw are final. The plantiff has the right to appeal against the sentence in
the Supreme Court.

2. A lawsuit filed by LPP S.A.

On 17 May 2018, mBank S.A. received a lawsuit filed by LPP S.A. with its registered office in Gdansk
seeking damages amounting to PLN 96 307 thousand on account of interchange fee. In the lawsuit,
LPP S.A. petitioned the court for awarding the damages jointly from mBank S.A. and from other
domestic bank.

The plaintiff accuses the two sued banks as well as other banks operating in Poland of taking part in
a collusion breaching the Competition and Consumer Protection Act and the Treaty on the Functioning
of the European Union. In the plaintiff’s opinion, the collusion took the form of an agreement in
restriction of competition in the market of acquiring services connected with settling clients’ liabilities
towards the plaintiff on account of payments for goods purchased by them with payment cards in the
territory of Poland.

On 16 August 2018 mBank S.A. has submitted its statement of defence and requested that the action
be dismissed. The court accepted the Defendants’ requests to summon sixteen banks to join the
proceedings and ordered that the banks be served with the summons. Two banks have notified of their
intention to intervene in the case as an indirect intervener.

3. A lawsuit filed by Polski Koncern Naftowy ORLEN S.A.

On 7 February 2020, mBank S.A. received a lawsuit filed by Polski Koncern Naftowy ORLEN S.A.
(Orlen S.A.) with its registered office in Ptock seeking damages amounting to PLN 635 681 thousand
on account of interchange fee. In the lawsuit, Orlen S.A. petitioned the court for awarding the damages
jointly from mBank S.A. and other domestic bank and also from Master Card Europe and VISA Europe
Management Services.

The plaintiff accuses the two sued banks as well as other banks operating in Poland of taking part in
a collusion breaching the Competition and Consumer Protection Act and the Treaty on the Functioning
of the European Union, i.e. a collusion restricting competition in the market of acquiring services
connected with settling clients’ liabilities towards the plaintiff on account of card payments for goods
and services purchased by clients on the territory of Poland.

On 28 May 2020, mBank S.A. filed a response to the lawsuit and moved for a dismissal of a claim. The
Court allowed for the motions of Defendants to summon 16 banks to participate in the case and
preordained the service of a summoning motion to the banks. Two banks have notified of their intention
to intervene in the case as an indirect intervener.

4. Class action against mBank S.A. concerning the clause on changing interest rate

On 4 February 2011, a class action filed with the Regional Court in £6dZ on 20 December 2010 by the
Municipal Consumer Ombudsman representing a group of 835 individuals, the Bank’s retail banking
clients, was served on the Bank. The class action was filed to determine the Bank’s liability for the
improper performance of mortgage loan agreements. It was in particular claimed that the Bank had
improperly applied provisions of agreements on changing interest rate, namely that the Bank had not
lowered interest on loans, despite the fact that, according to the Plaintiff, it was obliged to do so. The
Bank does not agree with the above-mentioned allegations. The Bank responded to the lawsuit filing
for its dismissal in whole.

As at 17 October 2012, the group of class members consisted of 1 247 individuals. On 3 July 2013, the
Court announced its judgment allowing the claim in full. According to the Court, the Bank did not
properly execute the agreements concluded with consumers, as a result of which they suffered losses.
On 30 April 2014, the Court of Appeal in L6dz dismissed the appeal of mBank S.A., upholding the stance
adopted by the Regional Court expressed in the judgment. On 14 May 2015, the Supreme Court
revoked the ruling of the Court of Appeal in £dédz and referred the case back to that court for re
examination. By the decision of 24 September 2015, the Court of Appeal in £6dz admitted the expert
opinion evidence in order to verify the legality of mBank’s actions connected with changing the interest
rates on the mortgage loans covered by the class action in the period from 1 January 2009 to
28 February 2010. On Hearing which took place on 15 July 2020 mBank S.A. withdrew mBank’s appeal
against the ruling of 9 September 2013. In consequence the Appeal Court decided to dismissed
proceedings what means that the ruling of the District Court in £ddZ dated 3 July 2013 is final and non
appealable. The ruling dated 3 July 2013 does not question the validity of the concluded credit
agreements. Once the ruling becomes final and non-appealable:

m interest on the loans covered by the class action will be charged at the fixed interest rate applicable
on the date the loans were granted;
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m  a claim of the class members will arise for reimbursement of amounts potentially paid in excess of
the fixed interest in the period covered by the class action.

The total value of claims in this class action amounted to PLN 5.2 million.

This case has already been validly closed. Up to now mBank has made most of the transfers to
consumers taking part in these proceedings and adjusted the interest rate in all the loan contracts
included in the proceeding until the sentence.

5. Class action against mBank S.A. concerning indexation clauses

On 4 April 2016, the Municipal Consumer Ombudsman representing a group of 390 individuals, retail
clients of mBank, who concluded agreements on CHF-indexed mortgage loans with mBank, filed a class
action with the Regional Court in £0dzZ against the Bank.

The class action includes alternative claims for declaring invalidity of the loan agreements in part
i.e. in the scope of the provisions related to indexation, or in whole; or for finding that the indexation
provisions are invalid as they permit indexation of over 20% and below 20% at the CHF exchange rate
from the table of exchange rates of mBank S.A. applicable as at the date of conclusion of each of the
loan agreements.

As decided by the Court on 13 March 2018, the group is composed of 1 731 persons. On 19 October
2018 the court issued a judgment in which it dismissed all claim of the plaintiff. In the oral justification,
the court stated that the Plaintiff had not shown that he had a legal interest in bringing the claim in
question, and also referred to the validity of loan agreements indexed by CHF, stressing that both the
contract itself and the indexation clause are in compliance with both applicable regulations and rules
of social coexistence. On 11 January 2019, the appeal of the plaintiff to which the Bank submitted
a response. On 27 February 2020, a hearing was held at the Court of Appeal in £6dz. On 9 March 2020,
a verdict was passed in a case in which the Court of Appeal referred the case for re-examination of the
Regional Court. On 9 June 2020, the Court of Appeal agreed to the plaintiff’s motion to secure the
plaintiff’s claims by suspending the obligation to repay principal and interest instalments and prohibiting
the bank from issuing calls for payment and terminating credit agreements. The proceeding before the
Court of first instance were suspended until the resolution undertaken by the full cabinet of Civil
Chamber of the Supreme Court.

As at 30 June 2021 the total value of claims in this class actions amounted to PLN 377 million.
6. Individual court proceedings concerning indexation clauses

Apart from the class action proceeding there are also individual court proceedings initiated against the
Bank by its customers in connection with CHF loan agreements. As of 30 June 2021 - 10 568 individual
court proceedings (31 December 2020: 7 508 proceedings) were initiated against the Bank by its
customers in connection with CHF loan agreements with the total value of claims amounting to
PLN 2 424.2 million (31 December 2020: PLN 1 454.2 million).

Out of the individual proceedings 10 072 proceedings (31 December 2020: 6 870 proceedings) with
the total value of claims amounting to PLN 2 413.9 million (31 December 2020: PLN 1 442.2 million)
related to indexation clauses in CHF loan agreements and include claims for declaring ineffectiveness
or invalidity in part (i.e. to the extent that the agreement contains contractual provisions related to
indexation) or invalidity in whole of the loan agreements.

The carrying amount of mortgage and housing loans granted to individual customers in CHF as at
30 June 2021 amounted to PLN 11.0 billion (i.e. CHF 2.7 billion) compared to PLN 12.3 billion
(i.e. CHF 2.9 billion) as at the end of 2020. Additionally the volume of the portfolio of loans granted in
CHF that were already fully repaid as of 30 June 2021 amounted to PLN 7.0 billion (31 December 2020:
PLN 6.8 billion).

The Bank’s approach to the measurement of the impact of the legal risk associated with this portfolio of
loans has been described in the Note 3 “Major estimates and judgments made in connection with the
application of accounting policy principles”.

Rulings of the Court of Justice of the European Union regarding a CHF mortgages

On 3 October 2019 the Court of Justice of the European Union issued the ruling in the prejudicial mode
regarding a mortgage linked to the Swiss franc granted by a Polish bank. The submitted prejudicial
questions were to determine, among other things, if a generally applicable custom can be used where there
is no provision in domestic law that could replace an abusive exchange rate clause. In accordance with
CJEU’s ruling, the question of abusiveness will be decided by Polish courts. CJEU did not refer to this issue.
In addition, CJEU did not make a clear-cut decision regarding the consequences of an exchange rate clause
being considered abusive by a domestic court. However, the possibility of a credit agreement being
performed further in PLN and with interest calculated according to LIBOR was found doubtful by the Court.
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If an exchange rate clause is found abusive, a domestic court must decide whether the agreement in
question can be performed further or should be declared invalid, taking into account the client’s will and
the consequences of invalidity for the client. CJEU approved the application of a disposable norm (in the
bank’s opinion article 358 of the Polish Civil Code referring to the NBP fixing rate can be considered to be
a disposable norm), if the invalidity of the agreement would be unfavourable for the client. CJEU rejected
the application of general provisions referring to a custom or equity principles.

In October 2020, prejudicial questions were referred to CJEU in two individual cases against mBank. The
question referred in first case aims at determining the starting point for the limitation period in the case of
consumer claims for undue performance. The question referred in the second case aims at determining
whether, in the event of declaring the exchange rate clause abusive, it is possible to apply in its place the
provision of the Civil Code referring to the average NBP exchange rate.

The Bank expects decisions on both these matters at the turn of 2021 and 2022.

On 29 April 2021, the CJEU issued a judgment in case C-19/20. According to this judgment, if the unfair
(abusive) nature of the contractual provision leads to annulment of the contract, the Court should not annul
the contract until the Court informs the consumer in an objective and comprehensive manner about the
legal consequences the annulment of such a contract may cause (whether or not the consumer is
represented by a legal advisor) and until the Court allows the consumer to express a free and informed
consent to the questioned provision and the continuation of the contract.

Supreme Court resolutions on loans in CHF

On 29 January 2021 the motion for adopting a resolution has been submitted to the Supreme Court by the
First President of the Supreme Court. The full bench of the Civil Chamber of the Supreme Court will answer
to abusive provisions can be replaced with provisions of civil law or common practice, whether it is possible
to maintain indexed/denominate loan as a PLN loan with an interest rate based on LIBOR, whether the
theory of balance or the theory of two conditionalities will apply on the event of the CHF loan invalidity, the
starting point of the limitation period in the case of the bank's claim for reimbursement of the amounts
paid under the loan and whether banks and consumers can receive a remuneration from for using use of
their funds by the other party.

There was one non-public seatting in this case, during which the Supreme Court decided to request the
Ombudsman, Financial Ombudsman, Children's Ombudsman, NBP and the Polish Financial Supervision
Authority to take a position. The positions of these bodies have been submitted.

The next sitting is scheduled for 2 September 2021.

The resolution of the Supreme Court of 16 February 2021 in case III CZP 11/20 endorsed the theory of two
claims if a credit agreement is declared to be invalid. The Supreme Court in written justification found that
the risk of insolvency of either of the unduly enriched parties is largely mitigated by the right of retention
of received benefits until the other party offers to repay received benefits or secures the claims for
repayment.

On May 7, 2021 (III CZP 6/21), a resolution 7 of the Supreme Court's judges which has the force of a legal
principle was issued, in which it was decided that:

m the prohibited contractual provision (Civil Code Art.3851 §1) is from the very beginning, by virtue
of law ineffective for the benefit of the consumer, who may grant subsequently informed and free
consent to this provision and thus restore its effectiveness retroactively,

m if the loan agreement cannot be binding without an ineffective provision, the consumer and the
bank are entitled to separate claims for the reimbursement of cash benefits provided in the
performance of this agreement (Article 410 § 1 in conjunction with Article 405 of the Civil Code).
The bank may request the return of the benefit from the moment the loan agreement becomes
permanently ineffective.

In the written justification, the Supreme Court confirmed its earlier positions as to the application of the
theory of two claims and the issue of calculating the limitation period for the bank's claims in the event
that the contract cannot be upheld after the abusive provisions have been eliminated. The Supreme Court
explained that due to the possibility granted to the consumer to make a binding decision regarding the
sanctioning of the prohibited clause and to accept the consequences of the total invalidity of the contract,
it should be recognized that, as a rule, the limitation period for these claims may start running only after
the consumer has made a binding decision in this regard. Only then, in the opinion of the Supreme Court,
can it be concluded that the lack of a legal basis for the benefit has become definitive (as in the case of
condictio causa finita), and the parties could effectively demand the return of the undue benefit. This
means, in particular, that the consumer cannot assume that the bank's claim has expired within the time
limit calculated as if the call to return the loan was possible already on the day it was made available. In
justifying the resolution, the Supreme Court also confirmed that in order to avoid risks related to the
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borrower's insolvency, the bank may use the right of retention provided in Art. 497 in connection with Art.
496 of the Civil Code, thus protecting its claim for the return of used principal, since the obligation to return
it is - in relation to the obligation to put the funds at the disposal of the borrower - something more than
a consideration obligation.

On 6 July 2021, the Civil Chamber of the Supreme Court refused to pass a resolution on Swiss franc indexed
loans. The Supreme Court indicated that the question of whether the balance theory or the two claims
theory should be applied has already been resolved in the jurisprudence of the Supreme Court (including
the resolution of 7 judges of 7 May 2021 (III CZP 6/21), and earlier in the resolution of 16 February 2021
(III CZP 11/20).

The Bank will analyse the content of the resolution of the entire Chamber of the Supreme Court and the
justification for resolution III CZP 6/21 after their publication, in particular its expected impact on further
jurisprudence and the parameters used in the calculation of the impact of the legal risk related to indexed
loans.

PFSA’s Chairman proposal

The general assumptions of the PFSA’s Chairman proposal to convert F/X loans to PLN have been announced
in December 2020. The proposal assumes that indexed to / denominated in foreign currency loan (CHF /
EUR / USD) would be converted as it was from beginning a PLN loan with an interest rate of WIBOR 3M
increased by a margin used historically for such loans.

As at the date of approval these financial statements mBank has not made any decisions on offering
settlements according to the PFSA’s Chairman proposal nor has taken any steps to acquire any corporate
consents in that matter. It will be a subject of further analysis and discussions with financial authorities.
The PFSA’s proposal has not been taken into consideration when calculating the impact of the legal risk
related to foreign currency indexed loans.

The detailed information on the estimated, potential impact of implementation of the conversion plan on
mBank has been published in the Consolidated Financial Statements of mBank S.A. Group for 2020,
published on 25 February 2021.

Tax inspections

On 11 May 2021, the Head of the Customs and Tax Office in Opole (Urzad Celno-Skarbowy w Opolu) has
initiated tax audits regarding the correctness and reliability of withholding tax (WHT) settlements on
payments listed in Art. 21 sec. 1 of the Act of 15 February 1992 on corporate income tax for years 2018
and 2019. The tax audit is under way.

The tax authorities may inspect at any time the books and records within 5 years subsequent to the
reported tax year and may impose additional tax assessments and penalties. In the opinion of the
Management Board there are no circumstances, which would indicate that crystallising of material tax
liabilities in this respect is probable.

Inspection by the Office of the Polish Financial Supervision Authority (PFSA Office)

In the period from October till December 2018 the PFSA Office employees carried out an inspection in the
Bank in order to investigate whether the activities of mBank S.A. in the area of fulfilling its duties as the
depositary were in conformity with the law and agreements on the performance of functions of the
depositary, in particular in conformity with the Act of 27 May 2004 on Investment Funds and Management
of Alternative Investment Funds (Journal of Laws of 2018, item 1355, as later amended).

The detailed findings of the inspection were presented in the protocol delivered to the Bank on 11 February
2019. On 25 February 2019 the Bank delivered to the PFSA office its objections to the protocol as well as
additional explanations related to the issues being the subject of the inspection.

On 1 April 2019 the Bank received PFSA response to the objections to the inspection protocol as well as
PFSA recommendations in regard to the adjustment of Bank’s activity as a depositary bank for investment
funds to the applicable law. All objections of the Bank have been rejected by the regulator.

On 25 April 2019 the Bank submitted to PFSA Office a declaration of actions taken as realization of
post-inspection recommendations. PFSA by letter dated 4 September 2019 objected to the implementation
of selected recommendations. On 11 October 2019 Bank submitted to PFSA the response addressing given
objections, in which the description of taken actions was further specified as well as some new solutions
for implementation were presented. On 5 December 2019, the PFSA Office sent to the Bank a reply to the
letter containing the acceptance of some of the Bank's activities aimed at implementing post-audit
recommendations and clarifications of other expectations that are being implemented. On 14 May 2020 the
Bank formally confirmed the implementation of all the PFSA recommendations.

On 27 February 2020, the Bank received the decision of PFSA Office dated 25 February 2020 to initiate
administrative proceedings regarding the imposition of an administrative penalty on the Bank, pursuant to
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the provisions of the Act dated 27 May 2004 on investment funds and management of alternative
investment funds. On 23 April 2021 the Bank received a decision of the PFSA dated 16 April 2021 regarding
this proceeding, imposing a fine on the Bank in the total amount of PLN 4 300 thousand. The Bank created
provision for the abovementioned fine in the amount of PLN 4 300 thousand. As of the date of approving
these condensed consolidated financial statements this decision is not final and is not binding.

Proceedings initiated by the Office of Competition and Consumer Protection (UOKiK)

B Proceedings for considering provisions of a template agreement as abusive instituted ex officio on
12 April 2019. The proceedings concern amendment clauses stipulating under which circumstances the
bank is authorised to amend the terms and conditions of the agreement, including the amount of fees
and commissions. In the opinion of the President of the Office of Competition and Consumer Protection
(UOKIiK), the amendment clauses used by the Bank give it an unlimited right to unilaterally and freely
change the manner of performing the agreement. As a consequence, the UOKIK President represents
the view that the clauses used by mBank define the rights and obligations of consumers contrary to
good morals and grossly violate their interest and, thus, are abusive. The Bank does not agree with
this stance. mBank responded to the decision on instituting the proceedings in letters dated
28 May 2019 and 10 January 2020. As at the date of approval these consolidated financial statements,
the UOKIK President did not take any further actions in the case in question, did not take a stance, and
did not respond to mBank’s letters. The Office postponed the termination of proceeding until
31 July 2021. As at the date of approval of these financial statements, the Office has not delivered any
decision regarding the termination or extension of the proceeding o the Bank.

B By a judgment of 2 February 2021, the Court of Appeal in Warsaw dismissed the Bank's appeal in
a case concerning UOKIiK proceedings initiated in 2015 regarding the application by mBank S.A.
practices violating collective consumer interests, due to the fact that mBank did not apply a negative
interest rate due to the negative base rate of LIBOR, and changed the judgment of SOKIK in the part
revoking the decision to impose a fine. The Bank complied with the judgment and paid a fine of
PLN 6 585 thousand. On 14 June 2021, the Bank filed a cassation complaint with the Supreme Court.

27. Off-balance sheet liabilities

Off-balance sheet liabilities as at 30 June 2021 and 31 December 2020 were as follows.

1. Contingent liabilities granted and received 47 676 313 46 086 123
Commitments granted 39851714 39 469 906
- financing 30 733 983 31 986 226
- guarantees and other financial facilities 7 358 410 7 460 891
- other commitments 1759 321 22 789
Commitments received 7 824 599 6 616 217
- financial commitments 909 658 459 429
- guarantees 6 914 941 6 156 788
2. Derivative financial instruments (nominal value of contracts) 756 049 765 661 936 056
Interest rate derivatives 629 532 666 530 987 180
Currency derivatives 119 146 862 126 619 578
Market risk derivatives 7 370 237 4 329 298
Total off-balance sheet items 803 726 078 708 022 179

28. Transactions with related entities

mBank S.A. is the parent entity of the mBank S.A. Group and Commerzbank AG is the ultimate parent of
the Group as well as the direct parent of mBank S.A.

All transactions between the Bank and related entities were typical and routine transactions concluded on
terms, which not differ from arm’s length terms, and their nature, terms and conditions resulted from the
current operating activities conducted by the Bank. Transactions concluded with related entities as a part
of regular operating activities include loans, deposits and foreign currency transactions.

The amounts of transactions with related entities, i.e., balances of receivables and liabilities as at
30 June 2021 and as at 31 December 2020, and related costs and income for the period from 1 January to
30 June 2021 and from 1 January to 30 June 2020 are presented in the table below.
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’ PR Other companies of the
mBank’s subsidiaries Commerzbank AG Commerzbank AG Group
As at the end of the period 30.06.2021|31.12.2020 30.06.2020|30.06.2021 31.12.2020|30.06.2020|30.06.2021|31.12.2020|30.06.2020

Statement of Financial Position

Assets 23822 109 256 2254772 863 952 9 877 2 806

Liabilities 19 245 14 144 2789 200/ 3091 380 64 451 69 810

Income Statement

Interest income 264 1069 10 952 16 827 79 256
Interest expense - (73) (11 556) (14 283) (12) (1781)
Fee and commission income 913 237 2674 2817 230 49
Fee and commission expense

Other operating income 91 57 972 739

g;;g:gzg costs, amortisation and other operating (1) _ (2 677) (5 181)

Contingent liabilities granted and received

Liabilities granted 356 271 372741 1933083 1721 547 3531 7 409

Liabilities received - - 1836 017 1911 651

The total costs of remuneration of Members of the Supervisory Board, the Management Board and other
key management personnel of the Bank that perform their duties from 1 January to 30 June 2021
recognized in the Group’s income statement for that period amounted to PLN 11 731 thousand (in the
period from 1 January to 30 June 2020: PLN 16 696 thousand).

With regard to the Management Board and other key management personnel the remuneration costs
include also remuneration in the form of shares and share options.

29. Credit and loan guarantees, other guarantees granted of significant value

In the six-month period, ended on 30 June 2021, Group has not concluded any substantial agreements
regarding credit and loan guarantees or guarantees granted of a significant amount.

30. Other information which the issuer deems necessary to assess its human resources,
assets, financial position, financial performance and their changes as well as
information relevant to an assessment of the issuer’s capacity to meet its liabilities

Changes in the composition of the Supervisory Board of mBank S.A.

On 15 March 2021, Mrs. Sabine Schmittroth applied a resignation, effective from 25 March 2021 from
membership in the Bank's Supervisory Board.

By a resolution of the Supervisory Board of mBank S.A. of 24 March 2021, the person appointed as
a member of the Supervisory Board of mBank S.A. on 25 March 2021 for the period until the end of the
current term of the Supervisory Board was Mr. Fred Arno Walter.

From 25 March 2021, the composition of the Supervisory Board of mBank S.A. is as follows:

Agnieszka Stomka-Gotebiowska - Chairwoman
Jorg Hessenmuiller - Deputy Chairman
Tomasz Bieske

Marcus Chromik

Mirostaw Godlewski

Aleksandra Gren

Bettina Orlopp

Fred Arno Walter

XN A WM

31. Factors affecting the results in the coming quarter

In the first half of 2021 the COVID-19 pandemic, as well as the economic actions undertaken to prevent
its negative impact, significantly affected the Group's results, mainly by increasing the expected credit
losses charges as well as on the interest income. The Group expects further impact of the pandemic and
related activities undertaken in Poland and worldwide on the results of the next quarter of 2021.

In the third quarter of 2021, a resolution of the Supreme Court on issues related to the CHF loan portfolio
is planned, which is described in more detail in Point 26 of Selected explanatory information "Proceedings
pending before a court, body competent for arbitration proceedings or public administration body". The
Bank expects that the rulings made by the Supreme Court may have an impact on further jurisprudence of
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common courts and the value of parameters used by the Bank to determine the impact of the legal risk
related to CHF-indexed mortgage and housing loans on Group results.

32. Other information

Requirements on mBank Group capital ratios as of 30 June 2021

The minimum required level of capital ratios at the end of 30 June 2021 amounted to:
m Individual total capital ratio: 14.29% and Tier 1 capital ratio: 11.48%
m  Consolidated total capital ratio: 13.86% and Tier 1 capital ratio: 11.15%.

At the date of publication of these financial statements, mBank S.A. and mBank Group S.A. fulfil the KNF
requirements related to the required capital ratios on both individual and consolidated levels.

Ratings of mBank assigned by Fitch placed on Negative Watch
On 16 March 2021 Fitch Ratings placed mBank’s ratings on Rating Watch Negative (RWN).

Moreover, Fitch downgraded mBank's Support Rating (SR) to '5' from '3' and assigned a Support Rating
Floor (SRF) of *‘No Floor’. After the withdrawal of Fitch's ratings on mBank’s parent company, Commerzbank
AG, on 4 March 2021, Fitch decided to assign a Support Rating for mBank on the basis of support available
from the Polish sovereign.

33. Events after the balance sheet date

On 15 July 2021, mBank S.A. signed a conditional agreement for the sale of shares in the subsidiary
Tele-Tech Investment Sp. z 0.0. and bonds issued by this company. After fulfilling the conditions precedent,
on 19 July 2021, the Bank sold 100% of shares in the subsidiary and all bonds held by the Bank issued by
that subsidiary.
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