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1. Introduction

On the basis of Regulation (UE) No 575/2013 of the Eu-
ropean 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 as amended (hereinafter referred to as CRR
Regulation) and on the basis of other regulations lay-
ing down implementing technical standards with re-
gard to information disclosure, Commission delegated
regulations (EU) supplementing the CRR Regulation
with regard to regulatory technical standards regard-
ing disclosure of information, Guidelines of the Euro-
pean Banking Authority regarding disclosure of infor-
mation, also in accordance with the Disclosure Policy
of mBank SA (hereinafter referred to as mBank) avail-
able on website www.mbank.pl, information based on
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the data for mBank SA Group prudentially consoli-
dated (hereinafter referred to as mBank Group) ac-
cording to the requirements of the CRR Regulation are
contained in the presented document.

Entities included in prudential consolidation according
to the rules of the CRR Regulation were taken into ac-
countin the process of calculation of consolidated own
funds and consolidated own funds requirements as at
30 June 2020. The scope of entities included in pruden-
tial consolidation is different from the scope of entities
included in accounting consolidation based on Interna-
tional Financial Reporting Standards (hereinafter re-
ferred to as the IFRS).

If not stated specifically further in the report, all the
amounts are presented in PLN thousand.


http://www.mbank.pl/
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2. Scope of prudential consolidation

According to the CRR Regulation, mBank as a signifi-
cant subsidiary of an EU parent institution prepares
the consolidated prudentially financial data based on
the rules of prudential consolidation described in the
CRR Regulation.

The consolidated prudentially financial data of mBank
Group as at 30 June 2020 prepared in accordance with
the CRR Regulation (hereinafter referred to as Pruden-
tially consolidated financial data for the first half of the
year 2020) is presented in the Explanatory Note 28 of
mBank Group International Financial Reporting Stand-
ards Condensed Consolidated Financial Statements for
the first half of the year 2020 (hereinafter referred to
as the Consolidated Financial Statements for the first
half of the year 2020).

The accounting policies applied for the preparation of
the Prudentially consolidated financial data for the
first half of the year 2020 are the same as those, which
have been applied to the Consolidated Financial
Statements for the first half of the year 2020, except
for the consolidation standards presented below. The
consolidated profit presented in the Prudentially con-
solidated financial data for the first half of the year
2020 may be included in consolidated Common Equity
Tier 1 for the purpose of 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 Polish Financial Supervisory
Authority (hereinafter referred to as PFSA) or the Gen-
eral Meeting decision on profit division.
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Entities included in prudential consolidation are de-
fined in the CRR Regulation as institutions, financial in-
stitutions 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:

=  EUR 10 million;

= 1% of the total amount of assets and off-bal-
ance sheet items of the parent undertaking or
the undertaking that holds the participation.

The Prudentially consolidated financial data for the
first half of the year 2020 include the following
entities:

mBank S.A.

mBank Hipoteczny S.A.
mFaktoring S.A.

mFinance France S.A.
mFinanse S.A.

mLeasing Sp. z 0.0.

mElements S.A.

Future Tech Fundusz Inwestycyny Zamkniety
Tele-Tech Investment Sp. z o.0.
Asekum Sp. z 0.0.

LeaselLink Sp. z o.0.

LN AEWNRE

=
©

11.

Detailed information on consolidated entities included
in accounting consolidation is presented in Explana-
tory Note 1 of the Consolidated Financial Statements
for the first half of the year 2020.
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3. Capital adequacy

One of the main tasks of the balance sheet manage-
ment is to ensure an appropriate level of capital.
Within the framework of the capital management pol-
icy of mBank Group, mBank prepares the guidelines
for the most effective planning and use of capital basis
which:

= are compliant with external and internal reg-
ulations in force,

= guarantee a continuity of financial targets
achievement, which render an appropriate
rate of return for shareholders,

= ensure the maintenance of a strong capital
basis being a fundamental support for busi-
ness development.

The capital management policy in mBank Group is
based on two basic pillars:

= maintenance of an optimal level and struc-
ture of own funds with the application
of available methods and means, like among
others retention of net profit, subordinated
loan or issue of shares,
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= effective use of existing capital, among others
through application of a set of measures of ef-
fective use of the capital, limitation of activi-
ties that do not provide an expected rate of
return and development of products with
lower capital absorption.

Effective use of capital is an integral part of the capital
management policy oriented at reaching an optimal
rate of return on capital and as a result forming a sta-
ble fundament of reinforcement of the capital basis in
future periods. This enables to maintain the Common
Equity Tier 1 capital ratio (calculated as a quotient of
Common Equity Tier 1 capital to the total risk exposure
amount), Tier 1 ratio (calculated as a quotient of Tier
1 capital to the total risk exposure amount) and the to-
tal capital ratio (calculated as a quotient of own funds
to the total risk exposure amount) at least on the level
required by the supervision authority.

The capital strategic goals of mBank Group are aimed
at maintaining the total capital ratio, as well as the Tier
1 capital ratio and the Common Equity Tier 1 capital
ratio above the level required by the supervision au-
thority. It allows business development while meeting
the supervisory requirements in the long perspective.
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The consolidated own funds consist of Common Equity Tier 1 capital, Additional Tier 1 capital and Tier 2 capital. De-
tailed information on particular elements of consolidated own funds of mBank Group as at 30 June 2020
is presented in point 4.1. In point 4.2 the structure of consolidated own funds of mBank Group as at 30 June 2020 is
presented.

4.1. Main information
COMMON EQUITY TIER 1 CAPITAL

Capital instruments and the related share premium
accounts Other reserve capital

In the item Capital instruments and the related share Other supplementary capital 9826 282
premium accounts, the share capital and share pre-
mium capital from sales of shares over the nominal
value of mBank Group prudentially consolidated were
included as at 30 June 2020.

Other reserve capital 102 562

9928 844

Accumulated other comprehensive income and other
reserve capital of mBank Group prudentially consoli-
dated as at 30 June 2020 amounted to PLN 10 682 863

Capital instruments and the related share premium accounts

Registered share capital 169 330

thousand.
Share premium 3410417

Funds for general banking risk
Total 3579 747 ‘

] ] mBank Group transfers some of its net profit to the
Retained earnings funds for general banking risk to cover unexpected risk
In Retained earnings item the profit from the previous and future losses. The funds for general banking risk
years of mBank Group prudentially consolidated as at can be distributed only on consent of shareholders at
30 June 2020 in the amount of PLN 1316 450 thou- the General Meeting. As at 30 June 2020 the funds for
sand were included. general banking risk of mBank Group prudentially con-

solidated amounted to PLN 1 153 753 thousand.
Accumulated other comprehensive income (and other

reserve capital Independently reviewed interim profits
Accumulated other comprehensive income as at 30 The net profit of mBank Group prudentially consoli-
June 2020 amounted to PLN 754 019 thousand. The dated for the first half-year of the year 2020, was not
structure of accumulated other comprehensive in- included In calculation of consolidated Common Eqg-
come of mBank as at 30 June 2020 is presented below. uity Tier 1 capital as at 30 June 2020.
Accumulated other comprehensive income ‘ REGULATORY ADJUSTMENTS /
Exchange differences on translation of foreign (5 738) DEDUCTIONS FROM THE COMMON EQUITY TIER 1
operations CAPITAL
Cash flow hedges 486 377 Additional value adjustments
Valuation of financial assets at fair
value through other comprehensive 284 698 In accordance with Article 34 of the CRR Regulation,
income ___ additional value adjustments have been calculated to
Actuarial gains and losse.s related to (11 318) all assets measured at fair value in accordance with the
post-employment benefits

requirements of Article 105 of the CRR Regulation and

included in Common Equity Tier 1 capital of mBank

Other reserve capital mBank Group prudentially con- Group prudentially consolidated as at 30 June 2020 in
solidated as at 30 June 2020 amounted to PLN 9 928 the amount of PLN 42 127 thousand.
844 thousand. The structure of accumulated other Intangible assets

comprehensive income of mBank Group prudentially

consolidated as at 30 June 2020 is presented below. In accordance with Article 37 of the CRR Regulation,

intangible assets reduced by the amount of associated
deferred tax liabilities are included in Common Equity
Tier 1 capital. The value included in Common Equity
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Tier 1 capital of mBank Group prudentially consoli-
dated as at 30 June 2020 amounted to PLN 1 022 430
thousand.

Reserve capital reflecting the fair value associated with

gains or losses on cash flow hedging instruments

In accordance with Article 33 of the CRR Regulation,
regulatory adjustments in the amount of PLN 486 377
thousand regarding accumulated other comprehen-
sive income as at 30 June 2020 constituting the Re-
serve capital reflecting the fair value associated with
gains or losses on cash flow hedging instruments item,
correct the item accumulated other comprehensive in-
come, mentioned above.

Negative amount resulting from the calculation

of expected loss amounts

mBank Group, in calculating risk-weighted exposure
amounts with the application of the AIRB approach, is
obliged to include in calculation of own funds the neg-
ative amounts resulting from the calculation of ex-
pected loss amounts. According to Article 36 (1d), the
negative amounts resulting from the calculation spec-
ified in Articles 158 and 159 of the CRR Regulation
were included in consolidated Common Equity Tier 1
capital of mBank Group prudentially consolidated as at
30 June 2020 in the amount of PLN 22 430 thousand.

Fair value gains and losses arising from the institution's

own credit risk related to derivative liabilities

In accordance with Article 33(2) of the CRR Regulation,
the fair value gains and losses arising from the mBank
Group's own credit risk related to derivative liabilities
are not offset with similar profit and losses arising
from its counterparty credit risk. As at 30 June 2020
the fair value gains and losses measured at fair value
was not included in Common Equity Tier 1 capital of
mBank Group.

Net impairment losses

In Net impairment losses item as at 30 June 2020 the
impairment of impairment on financial assets not
measured at fair value through profit or loss for the
first half of the year 2020 were included in the amount
of PLN 761 438 thousand. Applied approach is compli-
ant with the provisions of the Commission delegated
Regulation (EU) No 183/2014 of 20 December 2013
supplementing the CRR Regulation with regard to reg-
ulatory technical standards for specifying the calcula-
tion of specific and general credit risk adjustments.

ADDITIONAL TIER 1 CAPITAL

In mBank Group, items that could be treated as Addi-
tional Tier 1 capital are not identified.
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TIER 2 CAPITAL

Capital instruments and the related share premium

accounts

Pursuant to the PFSA decision dated 8 January 2015,
mBank obtained a written permission to include in Tier
2 capital the amount of PLN 750 000 thousand consti-
tuting subordinated liabilities from the bonds issue
dated 17 December 2014 on total nominal value of
PLN 750 000 thousand with the redemption date on 17
January 2025. The issue meets all the requirements of
the CRR Regulation. In connection with Art. 64 of the
CRR Regulation, stated that instruments qualifying as
Tier 2 capital in the last five years of their maturity are
amortized, as at 30 June 2020, the amount of PLN 682
266 010 thousand was included in Tier 2 capital for the
above mentioned subordinated liability.

Pursuant to the PFSA decision of 29 March 2018,
mBank obtained a permission to classify cash in the
amount of CHF 250 000 thousand as instruments in
Tier 2 capital, in accordance with the terms of the loan
agreement concluded between mBank S.A. and Com-
merzbank AG.

Pursuant to the PFSA decision of 28 November 2018,
mBank obtained a permission to classify subordinated
bonds with a nominal value of PLN 550 000 thousand,
issued by the Bank on 9 October 2018 with the re-
demption date on October 10 October 2028, as instru-
ments in Tier 2 capital.

Pursuant to the PFSA decision of 28 November 2018,
mBank obtained a permission to classify subordinated
bonds with a nominal value of PLN 200 000 thousand,
issued by the Bank on 9 October 2018 with the re-
demption date on October 10 October 2030, as instru-
ments in Tier 2 capital.

As at 30 June 2020 the amount of PLN 2 477 716 thou-
sand was included in consolidated Tier 2 capital from
the virtue of the above mentioned tranches of capital
instruments.
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TOTAL CAPITAL sum of consolidated Common Equity Tier 1 capital and

consolidated Tier 2 capital.
The amount of consolidated own funds of mBank

Group prudentially consolidated as at 30 June 2020 The consolidated own funds of mBank Group as at
was presented in Total capital item constituting the 30 June 2020 amounted to PLN 16 875 727 thousand.
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4.2 Structure of consolidated own funds

In accordance with the provisions of Regulation No 1423/2013, the structure of own funds is presented below
based on Appendix No 4 to the Regulation No 1423/2013

Common Equity Tier 1 capital Atnount &l
(instruments and reserves) el te
date

1 Capital instruments and the related share premium accounts 3579747
2 Retained earnings 1316 450
3 Accumulated other comprehensive income (and other reserve capital) 10 682 863
3a | Funds for general banking risk 1153753
5a | Independently reviewed interim profits net of any foreseeable charge or dividend 0
6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 16 732 813
7 Additional value adjustments (42 127)
8 Intangible assets (net related tax liability) (1022 430)
11 | Reserve capital reflecting the fair value associated with gains or losses on cash flow hedging instruments (486 377)
12 | Negative amount resulting from the calculation of expected loss amounts (22 430)
14a | Fair value gains and losses arising from the institution's own credit risk related to derivative liabilities 0
14b | Net impairment losses (761 438)

Additional Tier 1 capital: instruments

Additional Tier 1 capital: regulatory adjustments

Tier 2 capital: instruments and provisions

Capital instruments and the related share premium accounts 2477716

Tier 2 capital: regulatory adjustments

Capital ratios and buffers

63a | Additional own funds requirement related to Pillar Il adjustments to cover FX lending risk to unhedged borrowers* 3.11%

Institution specific buffer requirement (CET1 requirement in accordance with article 92 (1) (a) plus capital conservation and countercycli- 8.10%
64 | cal buffer requirements, plus systematic risk buffer, plus the systemically important institution buffer (G-SLL or O-SII buffer), expressed as
a percentage of risk exposure amount)

65 | of which: capital conservation buffer requirement 2.50%
66 | of which: countercyclical buffer requirement 0.05%
67 | of which: systemic risk buffer requirement 0.00%
67a | of which: Global Systemically Important Institution (G-SIl) or Other System Important Institution (O-Sll) buffer 0.75%
68 Common Equity Tier 1 available to meet buffers (as a percentage of risk exposure amount) ), after covering additional own funds require- 4.80%

ment related to Pillar Il adjustments
*additional own funds requirement related to Pillar Il adjustments updated in 2019 based on an administrative decision of PFSA of October 15t , 2018 and subse-
quent correspondence of November 29t, 2019 . Detailed information on additional own funds requirement related to Pillar Il are available in section 5.3 Supervisory
requirements regarding capital ratios.
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5. Capital requirement

5.1. Assessment of adequacy of internal capital — description of the approach

On 4 July 2012 PFSA and Bundesanstalt fur Fi-
nanzdienstleistungsaufsicht (BaFin) granted consent
to the application of the advanced internal rating
based approach (AIRB approach) by mBank to the cal-
culation of the capital requirement for credit risk for
the corporate portfolio and the retail mortgage loan
portfolio.

Additionally, on 27 August 2012 BaFin in cooperation
with PFSA granted consent to the application of inter-
nal rating based approach concerning the risk
weighting for specialized lending exposures (IRB slot-
ting approach) by mBank Hipoteczny SA (hereinafter
referred to as the mBH) to the calculation of the cap-
ital requirement for credit risk.

On 22 September 2016 mBank SA obtained approval
from ECB and PFSA to the application of AIRB ap-
proach to the calculation of the capital requirement
for credit risk for the specialized lending exposures -
income producing real estate.

On 25 July 2016 mLeasing Sp. z 0.0. obtained approval
from ECB and PFSA to the application of the AIRB ap-
proach to the calculation of capital requirement for
credit risk.

On 4 November 2014 mBank SA received conditional
consent of PFSA to use AIRB approach to the calcula-
tion of capital requirement for credit risk with respect
to non-mortgage retail exposures.
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On 22 May 2017 mBank SA received consent to re-
move the supervisory floor, according to which the
minimum own funds requirement for credit risk in
this portfolio had to be maintained at least at the level
required in the standardised approach.

On 6 May 2015 mBank SA received conditional con-
sent of PFSA to use AIRB approach for retail mortgage
loan portfolio (micro companies) and for the portfolio
of commercial banks.

On 31 January 2018 mBank SA obtained approval
from European Central Bank and PSFA to the applica-
tion of material change in PD model for subsidiary
mLeasing Sp. z o.0..

In the first half of 2018 mBank submitted application
for material change in LGD model for Retail portfolio
and for consent to changing the AIRB roll-out plan by
means of substituting the specialised lending model
(commodities, objects, projects) with the AIRB slot-
ting approach, instead of central model. As of 30 June
2020 both applications were in the process of verifi-
cation by regulatory bodies — European Central Bank
and PSFA.

In the calculation of the total capital ratio of mBank
Group as of 30 June 2020, when calculating the total
capital charge, the mBank Group applies the AIRB ap-
proach pursuant to the provisions of the CRR Regula-
tion to calculate a capital charge for credit and coun-
terparty credit risk and pursuant to obtained AIRB ap-
provals.
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5.2. Results of the internal capital adequacy assessment

mBank Group adjusts the own funds to the level and
type of risk, mBank Group is exposed to and to the
nature, the scale and the complexity of its operations.
For that purpose Internal Capital Adequacy Assess-
ment Process (ICAAP) is realized in mBank Group. The
aim of this process is to maintain own funds at the
level adequate to the profile and the level of risk in
mBank Group’s operations.

Internal capital is the amount of capital estimated by
mBank and required to cover all material risks identi-
fied in mBank Group’s operations. Internal capital is
the total sum of the economic capital to cover risks
included in economic capital calculation and capital
necessary to cover other risks (including hard to quan-
tify risks).

During the first half of 2020 mBank calculated the
economic capital at the 99.91% confidence level over
a one-year time horizon for credit, market and busi-
ness risk. The economic capital for operational risk
was calculated using the standardised approach ap-
plied to calculation of the capital charge for opera-
tional risk. Bank calculated capital to cover hard to
quantify risks. Diversification between different risks
was not included while calculating total economic
capital.

The internal capital adequacy assessment process is
continuous in mBank Group and includes the
following stages implemented by organizational units
of mBank and mBank Group subsidiaries:

e risk inventory in mBank Group,

e calculation of internal capital for coverage of
risk,

e capital aggregation,

e  stress tests,

e setting limits on the utilization of capital re-
sources,

e planning and allocation of capital,

e monitoring consisting in a permanent identi-
fication of risk involved in the business of
mBank Group and the analysis of the level of
capital for risk coverage.

In order to assess the adequacy of internal capital
mBank calculates risk coverage potential (RCP), i.e.
economic own funds. Having estimated internal capi-
tal as well as RCP both under normal and under
stressed conditions Bank determines risk absorbance
capacity. On this basis and taking into account the
forecast values limits for economic capital for partic-
ular risks are determined.

Risk Coverage Potential in mBank Group stays well
above economic capital.
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The internal capital adequacy assessment process
is accepted by the Supervisory Board of mBank.
The whole internal capital adequacy assessment pro-
cess is reviewed annually. The Management Board of
mBank is responsible for the internal capital adequacy
assessment process in mBank Group.
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5.3.

According to provisions of the CRR Regulation the
Bank and the Group are required to meet minimum
regulatory level of capital ratios, i.e. to maintain a
minimum total capital ratio above 8%, Tier 1 capital
ratio above 6% and common equity Tier 1 capital ratio
above 4.5%.

Provisions of CRD IV, in particular provisions regard-
ing capital buffers, were transposed into a national
legislation, which took place in 2015 with
the endorsement of the Act on Macro-prudential Su-
pervision over the Financial System and Crisis Man-
agement in the Financial System (Act) and with an up-
date of the Banking Law. The act stipulates capital
buffers banks in Poland should meet once buffers are
implemented by competent authorities indicated in
the Act.

As of 30 June 2020 mBank Group was obliged to en-
sure adequate own funds to meet conservation capi-
tal buffer of 2.5% of total risk exposure amount, as
defined in the Act.

As of the end of June 2020 the countercyclical capital
buffer rate set for relevant exposures in Poland ac-
cording with the article 83 of the Act amounted to 0%.
The ratio shall be effective until it is changed by way
of an ordinance of the Minister of Finance.

Countercyclical capital buffer in accordance with the
provisions of the Act as the weighted average of the
countercyclical buffer rates that apply in the countries
where the relevant credit exposures of the Group are
located. As at the end of June 2020 this ratio
amounted to 0.05%.

Exposures of foreign branches in Czech Republic and
in Slovakia, where countercyclical buffer rates as of 30
June 2020 amounted to 1.0%, and 1.5% in each, had
an impact on the mBank Group specific countercycli-
cal capital buffer.

The amount of the Group institution-specific

countercyclical capital buffer
30.06.2020

87619722

Total risk exposure amount

Institution specific countercyclical buffer rate
(%)

Institution specific countercyclical buffer re-
quirement*

0.047300%

41444

*Calculated as the institution-specific countercyclical buffer rate ap-

plied to the total risk exposure amount
In 2016 Bank received an administrative decision of
the PFSA (KNF), in which mBank has been identified
as other systemically important institution (O-SlI).
mBank was subject to a capital buffer which on the
basis of KNF administrative decision of October 14th,
2019 amounted to 0.75% of the total risk exposure

Supervisory requirements regarding capital ratios
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amount, calculated in accordance with article 92(3) of
CRR Regulation, to be maintained on individual and
consolidated levels. This buffer was in force as at 30
June 2020.

Starting from 1st January 2018 the Regulation of the
Minister of Development and Finance with regard to
systemic risk buffer entered into force. The Regula-
tion introduced systemic risk buffer of 3% of the total
risk exposure amount applied to all exposures located
in Poland. Due to the exceptional socio-economic sit-
uation that arose after the outbreak of the global
COVID-19 pandemic, this requirement was lifted by
repealing the Regulation of the Minister of Finance,
which was in force since 19 March 2020.

Consequently, the combined buffer requirement set
for the mBank Group as of the end of June 2020
amounted to 3.30% of the total risk exposure
amount.

Additionally, as a result of the annual risk assessment
carried out in 2019 by the PFSA within the supervisory
review and evaluation process (SREP), in particular
with regard to the evaluation of risk related to the
portfolio of foreign exchange retail mortgage loans,
mBank Group received an individual
recommendation to maintain own funds on the
consolidated level to cover additional capital
requirement of 3.11% in order to mitigate the risk and
2.33% for Tier 1 capital (on individual basis: 3.62% and
2.71% respectively). Additional capital requirement in
Pillar Il encompasses also additional risk factors
related to the FX mortgage loan portfolio such as
operational risk, market risk or risk of collective
default of borrowers.

The high level of additional capital requirement in Pil-
lar Il resulted from the fact that the PFSA applied one
methodology to all banks in Poland. This did not take
into account the results of internal models applied by
mBank to the calculation of capital requirements for
credit risk. According to PFSA’s methodology, the cal-
culation of the additional capital requirement for
each and every bank uses the risk weight under the
standardised approach as a starting point (risk weight
150%).

Consequently, more than half of the additional capital
requirement calculated by the PFSA for mBank Group
comes from “aligning” the capital requirement to the
requirement calculated under the standardised
approach. The second important component with
effect on an additional capital requirement within
Pillar Il was related to the SREP score quantifying the
risk of foreign exchange retail mortgage loans
portfolio, taking into account the specific nature of
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the Bank portfolio, the following factors were taken
into account:

« the share of loans with LTV >100% in total FX
lending portfolio,

. the level of margin realised in the Bank on FX
lending portfolio,

. sensitivity of total capital ratio to exchange
rate and interest rate changes,

mBank Group 30 June 2020

« Bank’s readiness to absorb losses of a poten-
tial portfolio currency conversion.

Capital ratios both on consolidated and individual ba-
sis in the first half of 2020 were above the required

values.

With a considerable surplus of own funds mBank
Group comfortably meets the additional own funds
requirement related to Pillar 1l and the combined

buffer requirement.

31 March 2020

Reported level

Capital ratio Required level Reported level Required level

requirement

Total capital ratio (TCR) 14.41% 19.26% 14.42% 19.38%
Of which: FX ADD ON 3.11% 3.11%
of whlch: combined buffer 3.30% 3.31%
requirement

Tier 1 ratio* 11.63% 16.43% 11.64% 16.51%
Of which: FX ADD ON 2.33% 2.33%
Of which: combined buffer 3.30% 3.31%

*Tier 1 ratio reported in mBank Group is equal to CET 1 ratio
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5.4. Quantitative data regarding capital adequacy

Capital ratios are calculated on the basis of total risk Ll risk exposure amount for market risk, including po-
exposure amount that corresponds to the sum of risk sition risk, foreign exchange risk and commodities
exposure amounts for particular risk types that are risk calculated under standardised approaches,
calculated according to provisions of the CRR Regula- . risk exposure amounts for operational risk calcu-
tion. lated under standardised approach,

. risk exposure amount for credit valuation adjust-
ments, calculated under standardised approach,

Ll other risk exposure amounts including supervisory
floor.

Total risk exposure amount of mBank Group consists

of:

. risk weighted exposure amount for credit risk,
counterparty credit risk, dilution risk and free de-
liveries calculated under AIRB approach as regards
the large part of the credit exposures portfolio,
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The template presents all components of the total risk exposure amount of mBank Group, a denominator for capital
ratios calculated according with art. 92 of CRR Regulation.

EU OV1 - Overview of RWAs, addressing disclosure requirements of art. 438 letters c) to f) of CRR Regulation.:

Minimum capital

requirements

30.06.2020 31.03.2020 30.06.2020

1 | Credit risk (excluding CCR) 74 093 633 74518 189 5927 491

art. 438 c)and d) 2 Of which: the standardised approach 17 638 998 17 370 095 1411120
art. 438 c)and d) Of which: the foundation IRB (FIRB) approach 0 0 0
art. 438 c)andd) Of which: the advanced IRB (AIRB) approach 56 454 635 57 148 094 4516371
art. 438 d) Of which: equity IRB under the simple risk-weighted

approach or the IMA
art. 107 art. 438 ¢)
and d)

0 0 0

1692 203 2155735 135376

art. 438 c)and d) Of which: mark to market 1373138 1855 268 109 851

art. 438 c) and d) Y of which: original exposure 0

BEEEEEEEEEE]Y o which: the standardised approach 0 0 0

_ Of which: internal model method (IMM) 0 0 0
Of which: risk exposure amount for contributions to

art. 438 c)and d) the default fund of a CCP 2596 2994 207

297 473

art. 438 e) | Settlement risk

art. 449 o) and ) ts::t::::)satlon exposures in the banking book (after

Of which: IRB approach

_ Of which: IRB supervisory formula approach (SFA)

Of which: internal assessment approach (IAA)

0 0
0 0
0 0
0 0
0 0
0 0

8 Of which: standardised approach

19 | Market risk 964 987 68 374
964 987
0

art. 438 e)

Of which: the standardised approach

I Of which: IMA

art. 438 e
. )

art. 438 c)and d) Of which: CVA 316 469
)

0 0
8 834 765 8834 765 706 781
_ Of which: basic indicator approach 0 0
_ Of which: standardised approach 8834 765 8834 765 706 781
_ Of which: advanced measurement approach 0 0 0

171556

art. 437 2), art. 48 Amounts below the thresholds for deduction (subject

0 0
] 87 619 722 88 763 079

0
7009 578
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EU CR10 — IRB, specialised lending and equities, addressing disclosure requirements of Art. 438 and art. 452 letters
d) and e) of CRR Regulation.

mBank Group does not apply AIRB approach to calculate risk weighted assets for equity exposures.

Regulatory ca-
tegories

Remaining maturity

On- balance-
sheet amount

Specialised lending

Off-Balance-

sheet amount

Risk weight

Exposure
amount

Expected losses

Less than 2.5 years 220779 5060 50% 222 246 111123 0
Equal to or more
Category 1 than 2.5 years 69732 0 70% 69 732 48 812 279
Less than 2.5 years 2 009 403 1184936 70% 2368 433 1655573 9474
Equal to or more
Category 2 than 2.5 years 5843 280 191 256 90% 5852331 5253154 46 819
Less than 2.5 years 120095 27 296 115% 128 700 147 347 3604
Equal to or more
Category 3 than 2.5 years 387 893 9299 115% 390 600 448 096 10937
Less than 2.5 years 0 0 250% 0 0 0
Equal to or more
Category 4 than 2.5 years 16 415 0 250% 16 415 41 038 1313
Less than 2.5 years 160 336 0 0% 160 336 0 80 168
Equal to or more
Category 5 than 2.5 years 361 641 0 0% 361641 0 180 820
Less than 2.5 years 2510613 1217 291 2879715 1914 043 93 245
Equal to or more
than 2.5 years 6 678 960 200 555 6690 719 5791101 240 168
Equity under the simple risk-weighted approach
Off-Balance- Off-Balance- e e Off-Balance- sheet Off-Balance-
Off-Balance- sheet amount sheet amo- sheet amo-
sheet amount | sheet amount - - amount sheet amount
Private equity exposures 190%
Exchange-traded equity exposures 290%
Other equity exposures 370%

Total
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Disclosures regarding capital adequacy as at 30 June 2020

EU CR8 — RWA flow statements of credit risk exposures, including IRB approach, addressing disclosure requirements

of Art. 438 letter d) of CRR Regulation:

mBank Group
in PLN m

for credit and counterparty credit risk, in-
cluding supervisory floors

Risk weighted exposure amount

Capital requirements

Risk weighted exposure amount as of 31 De- 75014
1 6 001

cember 2019
2 | Asset size 1799 144
3 | Asset quality 106 8
4 | AIRB model updates 0 0
5 | Methodology and policy 0 0
6 | Acquisitions and disposals 0 0
7 | Foreign exchange movements 695 56
3 Risk weighted exposure amount as of 30 77 614 6209

June 2020

. In the case of portfolios with a conditional consent to
Asset size

The category covers structural changes of the credit
portfolio, including new and mature credit exposures.
In the first half of 2020, there was an increase in the
volume of loans in the corporate and retail portfolios.

Asset quality

This category covers: rating migrations, reclassifica-
tion of exposures to defaulted status and the returns
to a non-defaulted status.

Model updates

At the end of the first half of 2020, the AIRB method
was used to calculate credit requirements for coun-
terparty credit risk for:

e mBank corporate portfolio,

e  mBank retail mortgage loan portfolio,

e mBank real estate-related specialized lending ex-
posures (IRB slotting approach),

e mBank retail non-mortgage exposures,

e mBank retail microenterprises mortgage loan port-
folio (conditional consent),

e  bank exposures (conditional consent),

e mleasing credit exposures,

e mBank Hipoteczny specialized lending - income
producing real estate exposures (IRB slotting ap-

proach).

17/48

the application of AIRB approach mBank Group ap-
plies supervisory floor. It means that where own
funds requirement for credit risk calculated under
AIRB approach is lower than the own funds require-
ment for credit risk calculated under standardised ap-
proach, it is necessary to supplement it up to the level
of the own funds requirement calculated under the
standardised approach.

In the case of mBank retail microenterprises mort-
gage loan portfolio and commercial bank exposures
high significance conditions specified by the bank su-
pervision have been met which has to be confirmed
by supervisory authority

Methodology and policy

At the beginning of 2020, the risk weight for exposures
to governments and central banks denominated in a cur-
rency other than the reporting currency increased. This
had no significant impact on the mBank Group solvency
ratio.

Foreign exchange movements

An important part of the mBank Group's loan portfo-
lio in the first half of 2020 were credit exposures in
foreign currencies. Thus exchange rate fluctuations
during the first half of 2020 had a significant impact
on the value of risk-weighted exposures.



mBank S.A. Group
Disclosures regarding capital adequacy as at 30 June 2020

Information about the structure of risk-weighted assets
Templates below provide more information on risk weighted assets, applied approaches to calculate RWA and the scope of credit risk and counterparty credit risk mitigation techniques in
place.

EU CR3 - Credit risk mitigation techniques — overview, addressing disclosure requirements of art. 453 letter g) of CRR Regulation, presenting the carrying amount of exposures net of
allowances /impairments divided into unsecured and secured exposures, including collateral categories:

Exposures unse- .
¢ ?ed Caredi Exposures secured — | Exposures secured Exposures secured by fi- Exposures secured by
4 ~ ! i H . . .
amounty s Carrying amount collateral nancial guarantees credit derivatives

1 Total loans 87 564 929 50 748 325 49 335 296 1413 029 Not applicable
2 Total debt securities 45 572 252 1679 492 16 246 1663 245 Not applicable
3 Total exposures 59 230 712 54 735 986 4494 727 Not applicable

4 Of which: defaulted 1573 634 875 288 865 057 Not applicable
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EU CR4 — Standardised approach — Credit risk exposure and counterparty credit risk with CRM effects, addressing disclosure requirements of art. 453 letter g) of CRR Regulation.

a) b) <) d) e)
Exposures before CCF and CRM RWAs and RWA density
BT dhees On-Balance-sheet amo- Off-balance-sheet amount On-balance-sheet amo- Off-balance-sheet amo- RWA density
unt unt unt

I Central governments or central banks 57 471 305 2936 57 472 559 747 3,43%
IR Regional government or local authorities 240322 40 033 348 583 19998 20,00%
BB Public sector entities 84 681 48 386 39 146 17 634 51,22%
IR Multilateral development banks 2419 627 0 2419 627 o I 0,00%
N International organisations 0 0 0 0 - 0,00%
) Institutions 557955 49 001 665 305 10953 31,28%

VA Corporates 7849 283 6626951 7539772 1803 728 99,70%
N Retail 3309 501 698 893 3309 501 148 046 74,95%
Bl Secured by mortgages on immovable property 10578 879 32843 10578 879 16 421 39,22%
Exposures in default 613510 9750 604726 3569 118,62%
Exposures associated with particularly high risk 68 631 0 68 631 0 150,00%
Covered bonds 0 0 0 o I 0,00%
Institutions and corporates with a short-term credit assessment 0 0 0 o I 0,00%
Collective investment undertakings 0 0 0 0 _ 0,00%

Equity 320618 0 320618 0 141,78%

Other items 20313 41 894 20313 100,00%

Total 83 534 625 7 550 687 83 387 660 19 690 245

19/48



mBank S.A. Group
Disclosures regarding capital adequacy as at 30 June 2020

EU CRS5 - Standardised approach, addressing disclosure requirements of art. 444 letter e) of CRR Regulation and presents regulatory exposure values post conversion factor and post risk
mitigation techniques for a part of credit and credit counterparty portfolio where Group applies standardized approach, broken down by assets classes and risk weights.

Exposure classes

Risk weight
20%

20/48

Central governments or central banks 56 451 519 0 0 0 253298 0 0 0
Regional government or local authorities 32 0 0 0 368 548 0 0 0 0
Public sector entities 0 0 0 0 0 0 55 391 0 0
Multilateral development banks 2419 627 0 0 0 0 0 0 0 0
International organisations 0 0 0 0 0 0 0 0 0
Institutions 80 180578 0 0 132 870 0 362 730 0 0
Corporates 0 0 0 0 0 0 265 0 0
Retail 0 0 0 0 0 0 0 0 3457 546
Secured by mortgages on immovable property 0 0 0 0 0 9708 993 263392 0 0
Exposures in default 0 0 0 0 0 0 0 0 0
Exposures associated with particularly high risk 0 0 0 0 0 0 0 0 0
Covered bonds 0 0 0 0 0 0 0 0 0
Institutions and corporates with a short-term credit assess-
ment 0 0 0 0 0 0 0 0 0
Collective investment undertakings 0 0 0 0 0 0 0 0 0
Equity 0 0 0 0 0 0 0 0 0
Other items 0 0 0 0 0 0 0 0 0
58 871 258 8 0 0 754716 9708 993 681778 0 3457 546




mBank S.A. Group
Disclosures regarding capital adequacy as at 30 June 2020

EU CR5 - Standardised approach, addressing disclosure requirements of art. 444 letter e) of CRR Regulation and presents regulatory exposure values post conversion factor and post risk
mitigation techniques for a part of credit and credit counterparty portfolio where Group applies standardized approach, broken down by assets classes and risk weights.

Risk weight Of which unra-
Exposure classes

57 473 306 2316 745

368 581 108 959
56 781
2419 627
(1]
676 259
9343 500
3457 546
10 595 300
608 294
68 631

Central governments or central banks
Regional government or local authorities
Public sector entities

Multilateral development banks
Internatlonal organisations

9343 236
0
610911
Exposures in default 381734
Exposures associated with particularly high risk 0
Covered bonds 0
Institutions and corporates with a short-term credit assess-
ment 0
Collective investment undertakings 0
Equity 231309 320618
Other items 62 208 62 208
10 630 808 307 19 857 780 85450 651 27 313 169

o|o|o|o|o|o|o|o

o|lo|o|Oo|o|o|o|o|o|o|o|o
o|lo|o|Oo|o|o|o|o|o|o|o|o
[=] =] jo] jo] jo} (o} jo} (o] (o} [o} fa] o]
o|lo|o|o|o|o|o|o|o|o|o|o
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EU CR6 — IRB approach — Credit risk and counterparty credit exposures by exposure class and PD range, addressing disclosure requirements of art. 452 letter d) to g) and j) of CRR Regulation.
The table below presents exposure values, the amount of undrawn commitments, the average CCF, PD and LGD in percentage, risk-weighted exposure values for particular exposure classes
for a part of credit and counterparty credit portfolio where Group applies AIRB approach.

a b c d

Original on-bal- Value
PD scale ance-sheet gross

Off-balance-sheet Average CCF EAD post CRM and Average PD Num'ber of Average Average RWAS RWA density T
exposures pre-CCF post CCF obligors LGD maturity .
exposures and provisions

Exposure class Retail mortgage portfolio (microfirms)

0d 0.00 do 0.15 314214 29980 84,84% 339651 0,12% 974 31,32% 0 24 344 7,17% 134
0d 0.15 do 0.25 499 826 75579 93,23% 570286 0,19% 1437 35,26% 0 62 757 11,00% 384
od 0.25 do 0.50 522276 59 200 103,88% 583774 0,36% 1325 35,86% 0 104 137 17,84% 757
od 0.50 do 0.75 267 834 26 229 131,02% 302198 0,62% 721 34,94% 0 77 128 25,52% 655
0d 0.75 do 2.50 437331 59 298 156,84% 530332 1,33% 1350 36,80% 0 236061 44,51% 2632
od 2.50 do 10.00 171549 8085 190,68% 186 965 4,32% 413 35,33% 0 157 476 84,23% 2 846
od 10.00 do 100.00 90415 490 595,23% 93331 20,46% 205 30,26% 0 123 009 131,80% 5870
100.00 (Default)) 141 884 398 0,00% 141 884 100,00% 265 58,88% 0 316 650 223,18% 64 082
Subtotal 2445 329 259 259 116,91% 2748 420 ‘ 6,61% 6 690 36,22% 0 1101563 40,08% 77 361 75 122

Exposure class Retail mortgage portfolio (natural persons

0d 0.00 do 0.15 20 255 452 754 808 58,52% 20 697 165 0,08% 124042 27,69% 0| 1243738 6,01% 4804
0d 0.15 do 0.25 3968 264 167 703 61,36% 4071167 0,19% 23416 28,91% 0 480 205 11,80% 2233
0d 0.25 do 0.50 2361 550 101 384 67,54% 2430022 0,34% 13573 29,36% 0 446 976 18,39% 2436
0d 0.50 do 0.75 755 726 26 932 82,78% 778 020 0,61% 3987 28,72% 0 212 063 27,26% 1366
0d 0.75 do 2.50 1069 825 26 646 70,66% 1088 654 1,33% 5336 28,33% 0 484 564 44,51% 4097
od 2.50 do 10.00 849 856 4059 64,03% 852 456 5,53% 3371 26,99% 0 817 638 95,92% 12 662
o0d 10.00 do 100.00 357 064 1676 107,36% 358 863 17,11% 1215 27,72% 0 550 531 153,41% 16 961
100.00 (Default)) 779 237 1008 0,00% 779 237 100,00% 1995 60,42% 0| 1209216 155,18% 394525

Subtotal 30396 976 | 1084217 | 60,74% | 31055 583 | 3,03% 176 935 28,83% 0 5444931 | 17,53% 439083 | 442 631
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Exposure class

PD scale

Original on-bal-
ance-sheet gross
exposures

Off-balance-sheet
exposures pre-CCF

Average CCF

EAD post CRM and
post CCF

Retail non-mortgage portfolio (microfirms)

Average PD

Number of
obligors

Average
LGD

Average
maturity

i i
RWA density

Value
adjustments
and provisions

Exposure class

0d 0.00 do 0.15 90 206 281532 78,01% 309 827 0,12% 10014 48,51% 0 34814 11,24% 184
0d 0.15 do 0.25 281161 749 355 80,22% 882315 0,20% 27922 50,04% 0 143 422 16,26% 877
od 0.25 do 0.50 1085 396 849 384 77,67% 1745 082 0,37% 50 838 38,94% 0 333923 19,14% 2449
0d 0.50 do 0.75 1127111 318412 85,86% 1400503 0,62% 34 308 33,26% 0 326077 23,28% 2905
0d 0.75 do 2.50 3298393 616 965 91,03% 3860 005 1,38% 99 752 35,63% 0 1326131 34,36% 19008
od 2.50 do 10.00 2663 190 210883 101,98% 2878 243 4,97% 72270 33,78% 0 1251 645 43,49% 48 041
od 10.00 do 100.00 1190136 20969 118,99% 1215088 18,76% 26571 28,50% 0 671001 55,22% 66 227
100.00 (Default)) 725 692 3797 3,62% 725 830 100,00% 18 563 65,38% 0 383 838 52,88% 467 232
0

Subtotal

10 461 286

3051297

83,75%

13 016 892

8,97%

340 238

Retail non-mortgage portfolio (natural perso

37,69%

4470 852

34,35%

606 923 656 584

Exposure class

0d 0.00do 0.15 564 137 1405941 73,03% 1590892 0,10% 207 286 48,27% 0 205 167 12,90% 800
od 0.15 do 0.25 724 456 1737662 67,61% 1899 240 0,19% 263 595 48,79% 0 389516 20,51% 1806
od 0.25 do 0.50 1193 602 1249277 69,19% 2058 027 0,35% 269 052 49,68% 0 629 200 30,57% 3605
0d 0.50 do 0.75 943 746 313951 77,56% 1187239 0,62% 150216 50,63% 0 514 464 43,33% 3737
od 0.75 do 2.50 4110218 621 849 77,41% 4591575 1,42% 573153 51,14% 0 2822707 61,48% 33 348
od 2.50 do 10.00 3002331 161493 82,43% 3135441 4,57% 325492 50,79% 0 2459 307 78,44% 72 835
od 10.00 do 100.00 745336 21172 84,56% 763 238 18,28% 85329 51,08% 0 856 756 112,25% 71436
100.00 (Default)) 956 103 6621 0,00% 956 103 100,00% 83 973 68,35% 0 889 902 93,08% 633 055
0

Subtotal

12 239 928

5517 966

71,44%

Corporations

16 181 756 |

8,18%

- medium and small enterprises

1958 096

51,30%

8767018

54,18%

820 622 920 369

0d 0.00 do 0.15 289 672 472370 39,19% 474806 0,07% 240 44,04% 3 83178 17,52% 132
0d 0.15 do 0.25 131968 141255 39,38% 187 600 0,20% 107 29,29% 2 37745 20,12% 107
0d 0.25 do 0.50 632103 507011 51,90% 895 250 0,39% 377 36,05% 2 326358 36,45% 1238
0d 0.50 do 0.75 721722 418770 47,57% 920942 0,63% 427 35,84% 2 464902 50,48% 2066
0d 0.75 do 2.50 4338 964 1829 529 51,42% 5279 748 1,47% 2068 34,39% 2| 3218307 60,96% 26 619
od 2.50 do 10.00 2285703 602 717 54,12% 2611870 4,32% 1005 32,09% 2| 2020681 77,37% 38215
od 10.00 do 100.00 208 129 47142 61,55% 237 144 17,72% 128 31,89% 2 330288 139,28% 13798
100.00 (Default)) 162 956 5 669 44,81% 165 497 100,00% 89 65,01% 2 296 149 178,95% 96 018

Subtotal 8771217 | 4024 463 | 3,90 | 10772 857 | 1,25 4441 3,09 2 6777608 | 62,91% 178193 | 150 050
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v e 4 | e I ot | g | n [ i [ i [ ok |

Original on-bal- Value
Off-bal -sheet EAD post CRM and Number of Average Average . .
PD scale ance-sheet gross alancessnee Average CCF pos Average PD Y . e v g RWAs RWA density adjustments
exposures pre-CCF post CCF obligors LGD maturity .
exposures and provisions

Exposure class Corporations - other
od 0.00 do 0.15 992 531 2725697 33,72% 1911 644 0,09% 125 45,16% 2 411013 21,50% 754
od 0.15 do 0.25 352159 1009 471 49,49% 851761 0,21% 79 44,84% 2 312383 36,67% 822
0d 0.25 do 0.50 1450 226 1889 878 40,28% 2211418 0,37% 233 49,42% 2 1279811 57,87% 3898
0d 0.50 do 0.75 2029 690 1850374 45,99% 2 880 645 0,61% 196 47,74% 3 2 461 560 85,45% 8453
0d 0.75 do 2.50 6826 950 4784126 43,98% 8931150 1,43% 824 43,52% 2 8922 106 99,90% 55493
od 2.50 do 10.00 1654 302 1215002 48,40% 2242319 3,91% 412 43,12% 2 2838411 126,58% 37 526
od 10.00 do 100.00 277792 156 488 29,08% 323302 12,98% 337 41,58% 2 614011 189,92% 16 015
100.00 (Default)) 1022 454 150515 25,37% 1060 642 100,00% 71,96% 2 1279 061 120,59% 851584
Subtotal 14 606 104 13 781 551 ‘ 42,13% 20412 880 6,60% 2595 2 18 118 357 88,76% 974 545 931514

Exposure class Corporations - specialized lending exposures

] Subtotal 918957 1417 846 | 26,86% 9570434 475 7705 144 80,51% 333413 240 220
Exposure class Institutions

0d 0.00 do 0.15 2232521 4299 558 32,86% 3 645 306 0,07% 91 45,44% 1 750771 20,60% 1086
0d 0.15 do 0.25 1323 15052 32,75% 6254 0,23% 4 42,81% 3 4030 64,45% 6
0d 0.25 do 0.50 590221 28277 44,93% 602 926 0,39% 20 43,23% 1 363216 60,24% 1016
0d 0.50 do 0.75 56 733 701 50,00% 57 084 0,56% 3 43,54% 1 40 829 71,52% 139
0d 0.75 do 2.50 66 957 31805 41,70% 80220 1,48% 14 54,22% 1 91874 114,53% 652
od 2.50 do 10.00 25 969 51950 44,06% 48 859 3,14% 4 52,17% 1 72910 149,23% 830
od 10.00 do 100.00
100.00 (Default))
Subtotal 2973724 | 4427343 | 33,13% | 4440 648 0,18% 45,34% 1323 629 29,81%
Total (all portfolios) 91 084 135 ‘ 33 563 941 ‘ 50,99% 108 199 474 2489 606 53 709 101 3433 869 3418 230
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Disclosures regarding capital adequacy as at 30 June 2020

EU CR7 — IRB approach — Effect on the RWAs of credit derivatives used as CRM techniques addressing disclosure requirements of art. 453 letter g) of CRR Regulation.

mBank Group does not disclose this information as credit derivatives are not used as CRM techniques with an impact on RWA.
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6. Leverage ratio

Since 2014 mBank Group calculates leverage ratio ac-
cording to the CRR Regulation provisions. The purpose
of the introduction of the supplementary measure de-
picting relation between Tier | capital and exposure
measure for balance and off balance sheet exposures
by the regulators was to reduce excessive and unsus-
tainable debt of credit institutions that may be inade-
guate to capital base in place.

Information regarding leverage ratio presented below
are compliant with regulatory reporting provided by
mBank to NBP. Calculations are made according to the
rules of CRR Regulation taking into account Commission
Delegated Regulation 2015/62 as of 10 October 2014

amending Regulation (EU) No 575/2013 of the Euro-
pean Parliament and of the Council with regard to the
leverage ratio. Disclosures regarding leverage ratio fol-
low the rules defined in Commission Implementing Reg-
ulation 2016/200 of 15 February 2016 laying down im-
plementing technical standards with regard to disclo-
sure of the leverage ratio for institutions, according to
Regulation (EU) No 575/2013 of the European Parlia-
ment and of the Council.

The table below presents a reconciliation of the total ex-
posure measure with the relevant information disclosed in
published financial statements.

Table LRSum: Summary reconciliation of accounting assets and leverage ratio exposures

30.06.2020

1 | Total assets as per published financial statements 182 942 801
5 Adjustment for entities which are consolidated for accounting purposes but are outside the scope of 81 480
regulatory consolidation
(Adjustment for fiduciary assets recognised on the balance sheet pursuant to the applicable accounting
3 | framework but excluded from the leverage ratio total exposure measure in accordance with Article 0
429(13) of Regulation (EU) No 575/2013)
4 | Adjustments for derivative financial instruments 2493 361
5 | Adjustment for securities financing transactions (SFTs) 693 202
Adjustment for off-balance sheet items (i.e. conversion to credit equivalent amounts of off-balance
6 13392 071
sheet exposures)
EU-6A (Adjustment for intragroup exposures excluded from the leverage ratio total exposure measure in ac- 0
cordance with Article 429(7) of Regulation (EU) No 575/2013)
EU-6B (Adjustment for exposures excluded from the leverage ratio total exposure measure in accordance with 0
Article 429(14) of Regulation (EU) No 575/2013)
7 | Other adjustments (6 854 024)
8 Leverage ratio total exposure measure 192 748 891
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The table below presents a breakdown of the total exposure measure applied to calculation of the leverage ratio, information

on Tier 1 capital, leverage ratio and how the institution applies Article 499(2) of the CRR Regulation.

Table LRCom: Leverage ratio common disclosure

30.06.2020
o
1 | On-balance sheet items (excluding derivatives, SFTs and fiduciary assets, but including collateral) 175552 425
2 | (Asset amounts deducted in determining Tier 1 capital) (2 334 802)
3 | Total on-balance sheet exposures (excluding derivatives, SFTs and fiduciary assets) 173 217 623

Derivative exposures
Replacement cost associated with all derivatives transactions (i.e. net of eligible cash variation mar-

al™ 1244 054
gin)
5 | Add-on amounts for PFE associated with all derivatives transactions (mark- to-market method) 2736978
EU-5A | Exposure determined under Original Exposure Method 0
6 Gross-up for derivatives collateral provided where deducted from the balance sheet assets pursuant 0
to the applicable accounting framework
7 | (Deductions of receivables assets for cash variation margin provided in derivatives transactions) 0
(Exempted CCP leg of client-cleared trade exposures) 0
9 | Adjusted effective notional amount of written credit derivatives 0
10 | (Adjusted effective notional offsets and add-on deductions for written credit derivatives) 0
11 | Total derivatives exposures 3981032
12 | Gross SFT assets (with no recognition of netting), after adjusting for sales accounting transactions 2 156 286
13 | (Netted amounts of cash payables and cash receivables of gross SFT assets) 0
14 | Counterparty credit risk exposure for SFT assets 1879
EU-14A Derogation for SFTs: Counterparty credit risk exposure in accordance with Articles 429b(4) and 222 0
of Regulation (EU) No 575/2013
15 | Agent transaction exposures 0
EU-15A | (Exempted CCP leg of client-cleared SFT exposure) 0
16 | Total securities financing transaction exposures 2158 165
17 | Off-balance sheet exposures at gross notional amount 40948 673
18 | (Adjustments for conversion to credit equivalent amounts) (27 556 602)
19 | Other off-balance sheet exposures 13392 071

Exempted exposures in accordance with Article 429(7) and (14) of Regulation (EU) No 575/2013 (on and off balance sheet)
(Intragroup exposures (solo basis) exempted in accordance with Article 429(7) of Regulation (EU) No
575/2013 (on and off balance sheet))

(Exposures exempted in accordance with Article 429 (14) of Regulation (EU) No 575/2013 (on and
off balance sheet))

Capital and total exposure measure
20 | Tier 1 capital 14 398 011

21 | Leverage ratio total exposure measure 192 748 891
Leverage ratio

22| leverageratio | 747%]

Choice on transitional arrangements and amount of derecognised fiduciary items
Amount of derecognised fiduciary items in accordance with Article 429(11) of Regulation (EU) No
575/2013
EU-24 | Choice on transitional arrangements for the definition of the capital measure 0

EU-23 full
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mBank as a significant subsidiary of a EU parent institutions which is of material significance for its local market, discloses

information indicated in article 13(1) of CRR Regulation on a sub-consolidated basis.

Description of the factors that had an impact on the leverage ratio during the period to which the disclosed leverage

ratio refers.

Exposure value, Tier 1 capital and leverage ratio of mBank Group calculated in accordance with a transitional definition of Tier
1 capital as of 30 June 2020 and 31 December 2019.

30.06.2020 31.12.2019

192748 891 168 247728

Capital and regulatory adjustments

Tier 1 capital 14398 011 13 882 865

Include Regulatory adjustments - Tier 1 (2334 802) (1505 817)

Leverage ratio

Leverage Ratio 7.47% 8.25%

= inclusion in the calculation of own funds of the
amount of impairment or reversal of impair-
ment of financial assets not measured at fair
= inclusion, in Common Equity Tier 1 capital, of value in the financial result in one half 2020;
the remaining part (not included earlier) of the = changes of foreign exchange rates.
net profit of mBank Group for the year 2019 as
approved by the General Meeting of Share-
holders;

The leverage ratio of the Group in the second half of
2019 was driven by the following factors:

Description of the processes used to manage the risk of excessive leverage.

Capital Management Committee performs the essen- mBank Group has aspiration to keep leverage ratio at
tial role in management of risk of excessive leverage in the level of 7%. Target is monitored and verified at least
mBank Group. Management of this risk comprises two on a yearly basis.

fundamental perspectives: calculation and monitoring
of leverage ratio and analysis of mismatches between
assets and obligations including the calculation of
measures: NSFR (net stable funding ratio), M3 (cover-
age ratio of non-liquid assets with own funds), M4 (cov-
erage ratio of non—liquid assets and limited liquidity as-
sets with own funds and stable external funds). Both el-
ements of the procedure, calculation of the leverage ra-
tio according to CRR requirements and mismatches
analysis, are performed by the Integrated Risk Manage-
ment Department. Actual leverage ratio is regularly
monitored and compared to peer group. In order to as-
sure fulfilment of upcoming regulatory requirement

mBank counteracts risk of excessive leverage taking
into account potential increase in mentioned risk
caused by own funds drop associated with expected or
incurred losses. Annual planning process includes fore-
cast of year end leverage ratio as well as plan of the ra-
tio in a four-year time horizon. The projection is up-
dated depending on the macroeconomic environment.
Moreover, in the light of rapidly changing market envi-
ronment, mBank also examines capital adequacy in ad-
verse macroeconomic scenarios, understood as risk
scenario accepted by the Management Board.
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7. Credit risk adjustments

The valuation of expected credit losses (ECL) is carried
out at the level of a single contract or exposure (agree-
ment). In the portfolio approach, expected credit losses
are the product of the multiplication of individually es-
timated for each exposure, values of PD, LGD and EAD
and the final value of expected credit losses is the sum
of expected credit losses in particular periods, dis-
counted with the effective interest rate. If on the re-
porting date the exposure credit risk did not increase
significantly since the initial recognition, mBank calcu-
lates credit loss provisions in the amount equal to the
expected credit losses calculated in 12-month horizon
(12m ECL). If the exposure credit risk increased signifi-
cantly since the initial recognition, mBank calculates
credit loss provisions in the amount equal to the ex-
pected credit losses in the life-time horizon (Lt ECL).

In the case of non-financial guarantees, mBank Group
applied an approach assuming that the expected credit
losses are always included in lifetime horizon (Lt ECL).

The individual approach concerns all on-balance sheet
and off-balance sheet credit exposures with impair-
ment in the corporate loan portfolio and Private Bank-
ing loan portfolio, which are registered in corporate
systems, as well as selected credit exposures with im-
pairment in the retail microfirms loan portfolio (used in
the case of exposures with mortgage collateral with a
debt balance over PLN 300 thousand and arrears over
1 year.

The expected credit losses are calculated as a differ-
ence between the gross carrying amount of the asset
and the present value of the estimated future cash
flows discounted with the effective interest rate. The
method of calculating the expected recoveries takes
place under scenarios and depends on mBank’s chosen
strategy for the client.

In the case of restructuring strategy, considered scenar-
ios are developed for exposures and assume a signifi-
cant share of recoveries from the customer’s own pay-
ments.

In the case of vindication strategy, the scenarios are de-
veloped for each recovery source (collateral) sepa-
rately. mBank identifies scenarios per exposure/ recov-
ery source. Minimum two scenarios are considered ob-
ligatory, provided one of them reflects a partial loss on
exposure/recovery source. The weight of scenario re-
sults from an expert assessment of the likelihood of
scenarios based on the relevant characteristics of the
case, in particular, on existing security and their type,
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client's financial situation, client’s willingness to coop-
erate, the risks that may occur in the case and micro-
and macroeconomic factors.

If the conditions for the measurement of a credit asset
at amortized cost (IFRS 9, point 4.1.2) are not met, then
it is measured at FVtPL (Fair Value through Profit &
Loss) or at FVOCI (Fair Value through Other Compre-
hensive Income).

Due to the deterioration of the economic situation in
the country resulting from the COVID-19 epidemic, the
Group has taken in the first half of 2020 additional ac-
tions aimed at including this information in the ex-
pected credit losses which resulted in the increase of
the cost of credit risk in both the corporate and retail
exposures portfolio. Expected credit losses increased
by PLN 165.9 million in the portfolio measured at amor-
tized cost and by PLN 9.4 million in the portfolio at fair
value through profit or loss.
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Impaired and overdue exposures

EU CR1-A - Credit quality of exposures by exposure class and instrument, addressing disclosure requirements of art. 442 letter g) and h) of CRR Regulation which presents a breakdown of
the defaulted and non-defaulted exposures by exposure classes for credit risk and counterparty credit risk. The information is provided separately for exposures under the standardised
approach and the IRB approach.

Gross carrying values of

Credit risk adjust-
ment charges of the
period

Specific credit General credit Accumulated Net values
Defaulted Non-defaulted risk adjustment risk adjustment write-offs

exposures exposures

1 Central governments or central banks 0 0 0 0 0 0 0
2 Institutions 0 7 401 067 1742 0 0 0 7 399 325
3 Corporates 1341 595 50 449 162 1321784 0 71068 -106 717 50 468 972
4 Of which: Specialised lending 0 10 607 420 240 220 0 0 -11 915 10 367 200
5 Of which: SMEs 168 625 12 627 056 150 050 0 65 750 -5 666 12 645 631
6 Retail 2614 740 62 841519 2094 706 0 140 795 -113 304 63 361 552
7 Secured by real estate property 922 527 33263 255 517 753 0 5626 -55 436 33 668 029
8 | SMEs 142 282 2562 307 75 122 0 471 -9281 2 629 466
9 Non-SMEs 780 245 30 700 948 442 631 0 5155 -46 156 31038 562
10 Qualifying revolving 0 0 0 0 0 0 0
11 Other retail 1692213 29578 264 1576 954 0 135 169 -57 868 29 693 524
12 SMEs 729 489 12 783 093 656 584 0 37 445 -12 661 12 855999
13  Non-SMEs 962 723 16795171 920 369 0 97 724 -45 207 16 837 525
14  Equity 0 0 0 0 0 0 0
15 Total IRB approach 3956 335 120 691 748 3418 232 0 211 863 -220 021 121 229 849
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Gross carrying values of

Specific credit General credit Accumulated BT TS

. . ) X . ment charges of the
Defaulted Non-defaulted risk adjustment risk adjustment write-offs ]
exposures exposures

Net values

Central governments or central banks 0 57 474 241 0 0 0 57 474 241
Regional governments or local authorities 0 280561 206 0 0 0 280 355
Public sector entities 0 133101 35 0 0 0 133 066
Multilateral development b 0 2419 627 0 0 0 0 2419 627
International organisations 0 0 0 0 0 0 0
Institutions 0 607 369 413 0 0 0 606 956
Corporates 0 14 515974 39 741 0 21 402 -32 14 476 233
Of which: SMEs 0 1832157 7 856 0 21315 -5 1824 302
Retail 0 4054 561 46 114 0 157 -29 4008 446
Of which: SMEs 0 22 814 6390 0 0 0 16 425
Secured by mortgages on immovable property 0 10611 851 129 0 0 0 10611722
Of which: SMEs 0 15 825 0 0 0 0 15 825
Exposures in default 1580307 0 957 047 0 2242 -78 373 623 261
Items associated with particularly high risk 0 68 631 0 0 0 0 68 631
Covered bonds 0 0 0 0 0 0 0
Claims on institutions and corporates with a short-term credit assessment 0 0 0 0 0 0 0
Collective investments undertakings 0 0 0 0 0 0 0
Equity exposures 55 000 278 537 12919 0 0 0 320618
Other exposures 62208 0 0 0 62208
Total standardised approach 1635 307 \ 90 506 661 1056 604 (1] 23 801 -78 434 91 085 364
Total 5591 642 \ 211 198 409 4474 836 (1] 235 664 -298 455 212 315214
Of which: Loans 5345 402 \ 135 115 198 4299 037 0 -296 908 136 161 563
Of which: Debt securities 32 260 \ 47 242 850 23 366 0 -1547 47 251 744
Of which: Off-balance-sheet exposures 158 980 | 25370215 139 253 0 (0] 25389 942
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EU CR1-B - Credit quality of exposures by industry, addressing disclosure requirements of art. 442 letter g) of CRR Regulation which presents a breakdown of the defaulted and non-defaulted
exposures by industry for credit and counterparty credit risk.

Non-defaulted exposures
(on-balance and off-balnce sheet)

Specific credit risk ad- | General credit risk Accumulated Credit risk adjustment Net values
Non-defaulted expo- justment adjustment write-offs charges

Defaulted exposures
P sures

Agriculture, Forestry And Fishing 9879 323762 10789 0 -1999 322 852
102 251 287 027 102 820 0 0 -2893 286 457
Manufacturing 1181613 19214 124 800 144 0 4477 -39 690 19 595 593
Electricity, Gas, Steam And Air Conditioning Supply 17 166 1623220 16 169 0 0 -2756 1624217
20432 778898 17 575 0 0 -1035 781755
[ 6 |construetion ] 520238 10306 935 441673 0 6 21831 10 385 500
624 346 18394 936 565 413 0 909 -32615 18453 872
| 8 [Transportation And Storage | 195 590 3278 320 119 442 0 0 1758 3354468
| 9 [Accommodation And Food Service Activities | 43563 1338381 48 070 0 0 5987 1333875
9 579 3639 857 93 783 0 10 1 166 3639653
170286 33395 718 51359 0 0 2360] 33484642
146 787 8 036 405 242518 0 0 11222 7 940 674
310415 7460644 228762 0 0 6384 7546327
40467 1299738 41796 0 0 -2090 1298410
1205 34,855 101 865 0 0 o[ sasssan
39 803 324 642 22709 0 153 -1650 341736
15 256 1257 866 19439 0 0 185 1253683
16 210 670362 14 404 0 0 -486 672 168
19 | Other Service Activities 1995 787 54 596 808 1581020 0 190282 -152 348 55011574
= 0 1165 491 0 0 0 0 1165491
0 0 0 0 0 0 0

0
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22 | other 37739 8950 174 21086 39827 0 8 966 825
| 23 | Total 5591 642 211 198 409 4474 836 235 664 -298 455 212 315 214
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EU CR1-C - Credit quality of exposures by geography, addressing disclosure requirements of art. 442 letter g) of CRR Regulation which presents a breakdown of the defaulted and non-
defaulted exposures by significant countries for credit and counterparty credit risk.

Group’s exposures are located in Europe, therefore the table above does not present geographical areas. Materiality of countries was determined based on its share in the credit portfolio
and with application of materiality threshold above 1% in the net value of the portfolio. Countries below the threshold were included in ‘other countries’ category.

Gross Carrying values Credit risk
Specific credit risk ad- | General credit risk | Accumulated write- adcjrl::meesnt Gross Ca;:sying b
Defaulted exposures Non-defaulted exposures e adjustment iz Defau|te§ expo-
sures
Poland (PL) 5070 169 186 065 650 3991029 0 233288 -240318 187 144 790
127571 8714 881 124 334 0 1010 -32 142 8718119
57739 5712104 56121 0 1237 -22760 5713722
6 404 3774047 6013 0 8 -102 3774438
" 754145 T o 0 0 s753108
n 827 1318 006 598 0 122 -27 1318235
- 328932 2 859 576 295741 0 0 2892767

212315214

-298 455

235 664

5591 642 211 198 409 4474 836

Non-performing and forborne exposures

In accordance with the EBA guidelines on management of non-performing and forborne exposures, which came into force from 30th June 2019, Banks are obliged to monitor and manage
the NPL portfolio. Banks should strive to maintain the value of the NPL portfolio below the threshold set by the regulator at 5%. The NPL ratio calculated in accordance with the EBA guide-
lines on management of non-performing and forborne exposures (EBA/GL/2018/06) was at 4.68% as at June 30, 2020 and increased by 0.79% compared to the previous quarter.

The increase in the NPL ratio was largely influenced by changes to the implementing technical standards amending Regulation (EU) No 680/2014 on supervisory reporting (EBA /ITS/
2019/02) according to which there was excluded from the scope of the calculation of the ratio a position "Cash balances at central banks and other demand deposits", amounting to

approxi. PLN 12 billion, which decreased the denominator of the NPL ratio.
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Credit quality of performing and non-performing exposures by past due days - addressing disclosure requirements (replacing EU CR1-D — Ageing of past due exposures)
of art 442 of CRR Regulation.

d) \ e)

Gross carrying amount/nominal amount

Performing exposures

Non-performing exposures

Not past due or past | Past due > 30 days Unlikely to pay that are not past Past due > 90 Past due > 180 o e o
due <30 days <90 days due or are past due < 90 days days < 180 days days <1 year
1 | Loans and advances 111 027 297 110 542 893 484 404 5454 717 1708 539 442 925 583 263 767 311
2 | Central banks 3065 647 3065647 0 0 0 0 0 0
3 | General governments 272 484 272 484 0 1069 0 0 1 0
4 | Credit institutions 1522994 1522994 0 0 0 0 0 0
5 | Other financial corporations 2494 188 2 494 186 2 20 606 100 19 0 16 722
6 | Non-financial corporations 43 906 504 43632 551 273 953 2 877 265 1224690 220 668 258 864 237 751
7 Of which SMEs 19 545 961 19293 577 252 384 3045 548 462 133 1484 532 462 133 114412
8 | Households 59 765 480 59555 031 210 449 2555777 483 749 222 238 324 398 512 838
9 | Debt securities 48 633 442 48 633 442 0 196 691 196 691 0 0 0
10 | Central banks 5744 967 5744 967 0 0 0 0 0 0
11 | General governments 37 417 081 37417 081 0 0 0 0 0 0
12 | Credit institutions 3428215 3428215 0 0 0 0 0 0
13 | Other financial corporations 1186415 1186415 0 175479 175479 0 0 0
14 | Non-financial corporations 856 764 856 764 0 21212 21212 0 0 0
15 | Off-balance-sheet exposures 38 007 836 ‘
16 | Central banks 2936 ‘_
17 | General governments 88 588
18 | Credit institutions 4363251
19 | Other financial corporations 428 639
20 | Non-financial corporations 22 520 256 ‘
21 | Households 10 604 166 | 10442]
22 | Total 197 668 575 159 176 335 484 404 5833315 1905 230 442 925 583 263 767 311
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i k) \
Gross carrying amount/nominal amount

Non-performing exposures

Past due
> 5 years

Past due
> 2 years
< 5 years

Past due >

Of which defaulted
7 years

< 7 years

584 130

1 | Loans and advances 1066 587 301 962 5445 278
2 | Central banks 0 0 0 0
3 | General governments 1068 0 0 1069
4 | Credit institutions 0 0 0 0
5 | Other financial corporations 3450 315 0 20 605
6 | Non-financial corporations 383187 142 321 409 784 2 877 265
7 Of which SMEs 155 966 136 545 229 827 14 590
8 | Households 678 882 159 326 174 346 2 546 339
9 | Debt securities 0 0 0
10 | Central banks 0 0 0 0
11 | General governments 0 0 0 0
12 | Credit institutions 0 0 0 0
13 | Other financial corporations 0 0 0 175479
14 | Non-financial corporations 0 0 0 21212
15 | Off-balance-sheet exposures 181 907
16 | Central banks 0
17 | General governments 0
18 | Credit institutions 0
19 | Other financial corporations 0
20 | Non-financial corporations 171 465
21 | Households 10442
22 | Total 1066 587 301 962 584 130 5627 185
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Performing and non-performing exposures and related provisions - addressing disclosure requirements (replacing EU CR1-D — Ageing of past due exposures) of art 442 of CRR

Regulation.
9 | aq ) h) )
e e R e R e e e Accumulated impairment, accgmglated negat.i\{e changes in fair value due
to credit risk and provisions
Performing exposures Non-performing exposures Performing exposures
Of which stage 2 Of which stage 3 Of which stage 1 Of which stage 2
1 | Loans and advances 111 027 296 10 408 578 5144 838 5454 715 52 756 5001 794 (630 179) (274 631) (291 032)
2 | Central banks 3065 647 0 0 0 0 0 0 0 0
3 | General governments 272 484 0 1069 1069 1 1069 (190) (188) 0
4 | Credit institutions 1522994 1596 0 0 0 0 (1001) (1 000) 0
5 | Other financial corporations 2494 188 5234 20 605 20 605 0 20 605 (1 350) (1316) (34)
6 | Non-financial corporations 43 906 503 5049 793 2809413 2 877 265 52 755 2 755 688 (214 580) (95 729) (54 338)
7 Of which SMEs 19 545 962 2397 303 1429377 1484532 4477 1423932 (112 046) (42 388) (30 095)
8 | Households 59 765 480 5351955 2313751 2555776 0 2224 432 (413 058) (176 398) (236 660)
9 | Debt securities 48 633 442 48 255 641 41378 32 259 0 32 259 (4 586) (3 220) (1367)
10 | Central banks 5744 967 5744 967 0 0 0 0 0 0 0
11 | General governments 37 417 081 37 406 972 0 0 0 0 (168) (168) 0
12 | Credit institutions 3428 215 3393183 0 0 0 0 (597) (597) 0
13 | Other financial corporations 1186 415 938 639 0 11047 0 11047 (669) (669) 0
14 | Non-financial corporations 856 764 771 880 41378 21212 0 21212 (3 152) (1786) (1367)
15 | Off-balance-sheet exposures 38 007 836 36 550 347 2376 062 181 907 0 181 907 (77 537) (45 212) (32 325)
16 | Central banks 2936 2936 0 0 0 0 0 0 0
17 | General governments 88 588 88 588 0 0 0 0 (39) (39) 0
18 | Credit institutions 4363 251 5281 505 506 0 0 0 (606) (606) 0
19 | Other financial corporations 428 639 427 787 852 0 0 0 (745) (596) (149)
20 | Non-financial corporations 22520256 20576 840 1943 229 171 465 0 171 465 (40 916) (25 699) (15 217)
21 | Households 10 604 166 10172 691 431 475 10442 0 10 442 (35231) (18 272) (16 959)
22 | Total 197 668 574 95 214 566 7 562 278 5668 881 52 756 5215960 (712 302) (323 063) (324 724)
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k) 1 \ ) ) o)
Accumulated impairment, accumulated negative changes in fair value due to credit risk and provisions
Non-performing exposures —accumulated impair- ~ Non-performing ex- ~ Non-performing exposures — accumulated impair-
ment, accumulated negative changes in fair value posures —accumu- ment, accumulated negative changes in fair value
due to credit risk and provisions lated impairment, ac- due to credit risk and provisions
cumulated negative
Of which Of which changes in fair value ) On non-performing ex-
due to credit risk and On performing exposures posures
provisions

1 | Loans and advances (1 659 399) (51017) (179 261) 0 48 919 090 993 473
2 | Central banks 0 0 0 0 0 0
3 | General governments (596) 0 0 0 7521 0
4 | Credit institutions 0 0 0 0 0 0
5 | Other financial corporations (15 939) 0 (19) 0 4323 4666
6 | Non-financial corporations (1576 104) (34 515) (86 686) 0 13 306 732 470338
7 Of which SMEs (829 455) (20 695) (44 342) 0 7 329 357 359 985
8 | Households (66 760) (16 502) (92 556) 0 35 600 514 518 469
9 | Debt securities (4 086 488) 0 0 0 50 070 1]
10 | Central banks (442 639) 0 0 0 0 0
11 | General governments (599 130) 0 0 0 0 0
12 | Credit institutions (2962 526) 0 0 0 0 0
13 | Other financial corporations (82 193) 0 0 0 0 0
14 | Non-financial corporations 0 0 0 0 50070 0
15 | Off-balance-sheet exposures (108 068) 0 (108 068) 0,00 0,00
16 | Central banks 0 0 0 0 0
17 | General governments 0 0 0 0 0
18 | Credit institutions 0 0 0 0 0
19 | Other financial corporations 0 0 0 0 0
20 | Non-financial corporations (106 460) 0 (106 460) 0 0
21 | Households (1 608) 0 (1 608) 0 0
22 | Total (5 853 955) (51 017) (287 329) 48 969 160 993 473
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Credit quality of forborne exposures - addressing disclosure requirements (replacing EU CR1-E — Non-performing and forborne exposures) of art 442 of CRR Regulation.

a) \ ) \ c) \ d) e) \ ) g) h)
Gross carrying amount/nominal amount of exposures with forbearance Accumulated impairment, accumulated negative Collateral received and financial guarantees re-
measures changes in fair value due to credit ceived on forborne exposures
Non-performing forborne Of which collateral and financial
. . e On performing forborne . guarantees received on nonper-
Performing forborne Of which: of wh!ch: im- exposures Performing forborne e s T
defaulted paired forbearance measures
Loans and advances 704 804 1239395 1230056 1196 871 (557 525) (536 692) 1083 704 715 287
Central banks 0 0 0 0 0 0 0 0
General governments 0 0 0 0 0 0 0 0
Credit institutions 0 0 0 0 0 0 0 0
Other financial corporations 0 3600 3600 3600 (1 865) (1 865) 1736 1736
Non-financial corporations 206 772 863 785 863 785 847 694 (399 775) (392 910) 529 443 358 347
Loans and advances 498 032 372010 362671 345577 (155 885) (141 917) 552525 355204
Debt securities 0 175479 175479 11047 (2 299) (2299) 0 0
Loan commitments given 5456 2437 2437 2427 (386) (115) 0 0
Total 710 260 1417311 1407 972 1210 345 (560 210) (539 106) 1083 704 715 287
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Reconciliation of changes in the specific and general credit risk adjustments

EU CR2-A - Changes in the stock of general and specific credit risk adjustments, addressing disclosure requirements of
art. 442 letter i) of CRR Regulation which presents changes in stock of general and specific credit risk adjustments held
against loans and debt securities that are defaulted or impaired.

Accumulated specific credit | Accumulated general credit

risk adjustment risk adjustment
Opening balance 31.12.2019 3245161 0
Increases due to amounts set aside for estimated loan losses during the period 821634 0
3 | Decreases due to amounts reversed for estimated loan losses during the period (163 534) 0
. - . 0
4 | Decreases due to amounts taken against accumulated credit risk adjustments (267 958)
5 | Transfers between credit risk adjustments 91 0
6 | Impact of exchange rate differences 32696 0
7 | Business combinations, including acquisitions and disposals of subsidiaries 0 0
8 | Other adjustments 0 0
9 | Closing balance 30.06.2020 3 668 090 0
10 Recoveries on credit risk adjustments recorded directly to the statement of 0 0
profit or loss
1 Specific credit risk adjustments directly recorded to the statement of profit or 0 0
loss

EU CR2-B —Changes in the stock of defaulted and impaired loans and debt securities, the table below is supplemen-
tary to the previous one and presents reconciliation of defaulted exposures.

E))

Gross carrying value de-
faulted exposures

1 | Opening balance 31.12.2019 5045 797
2 | Loans and debt securities that have defaulted or impaired since the last reporting period 1321325
3 | Returned to non-defaulted status (111 664)
4 | Amounts written off (333 148)
5 | Other changes (121 262)
6 | Closing balance 30.06.2020 5801 048
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Information on collateral obtained by taking possession and execution processes

Information on collateral obtained by taking possession and execution processes as at 30 June 2020 is presented be-
low.

) )
Collateral obtained by taking possession
Value at initial recognition Accumulated negative changes
1 | Property, plant and equipment (PP&E) 0 0
2 | Other than PP&E 55000 (38 777)
3 Residential immovable property 0 0
4 Commercial Inmovable property 0 0
5 Movable property (auto, shipping, etc.) 0 0
6 Equity and debt instruments 55 000 (38 777)
7 Other 0 0
8 | Total 55 000 (38 777)
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‘

. Liquidity risk

As of 30 June 2020 the LCR ratio for mBank Group reached level of 243% and in the first half of 2020 remained on safe
level, significantly exceeding 100%. The high-quality liquid assets (HQLA) used to calculate the LCR ratio consist only of
level 1 assets, including primarily Treasury bonds in PLN.

In the below table quantitative data regarding LCR are presented (in PLN million).

Quantitative information of LCR

Total weighted value (average)

Quarter ending on: 30.06.2020 31.03.2020 31.12.2019

Number of data points used in the calculation of averages 12 12 12
EU-21 Liquidity buffer 35868 31203 31124
22 Total net cash outflows 15851 14670 14 852

23 Liquidity coverage ratio 226% 213% 210%
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9. Transitional arrangements regarding IFRS 9

The Bank decided, for the purpose of capital adequacy calculation, including calculation of own funds, based on the
Regulation (EU) 2017/2395 of the European Parliament and of the Council of 12 December 2017 (Regulation) amending
Regulation (EU) No 575/2013 in light of Article 1 paragraph 9 of the Regulation, not to apply the transitional arrange-
ments that would mitigate the impact on capital resulting from the introduction of IFRS9. Information on own funds,
capital ratios and leverage ratio, presented in the document already reflect the full impact of IFRS 9.
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10. Impact of the Covid-19

Due to the crisis caused by the COVID-19 pandemic, mBank
Group offers to 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 is to
help maintain the financial liquidity of clients by reducing the
financial burden in the short term.

The tools used by mBank Group are in line with “Banks' posi-
tion with regard to the unification of the rules of offering sup-
port tools to clients of the banking sector” developed by the
Polish Banks Association.

This position is a non-statutory moratorium within the mean-
ing of the European Banking Authority's guidelines on statu-
tory and non-statutory loan repayment mechanisms
(EBA/GL/2020/02), that banks apply in connection with the
COVID-19 crisis. They were notified by the Polish Financial Su-
pervision Authority to the European Banking Authority.

pandemic on the operation of mBank S.A. Group

The moratorium covers aid instruments granted from 13
March 2020 to 30 September 2020.

The detailed description of the mBank Group approach to
forbearance classification in relation to aid activities under
COVID-19 and detailed information on the aid activities ap-
plied in the Group as a result of the outbreak of the COVID-
19 pandemic in the area of Retail Banking and Corporate
Banking are described in the Consolidated Financial State-
ments for the first half of 2020 - Note 3.
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10.1. Quantitative information — response to the COVID-19 crisis.

Template 1: Information on loans and advances subject to legislative and non-legislative moratoria

Gross carrying amount

Non-performing

Of which:
Instruments with .
. L . Of which:
Of which: significant increase . .
. . R Of which: Unlikely to pay that
exposures with in credit risk since .
L o exposures with for- | are not past-due or
forbearance initial recognition
L bearance measures past-due <= 90
measures but not credit-im-
. days
paired
(Stage 2)

Loans and advances subject to moratorium 15 849 607 15 617 207 246 083 2 836 164 232 400

of which: Households 6 295 666 6281 407 101 635 859 049 14 259 162 28

p,:g:;:’fh: Collateralised by residential immovable 5007 064 4994233 45 610 680 107 12 831 13 13

of which: Non-financial corporations 9553941 9335801 144 448 1977115 218 140 41 386 41303
of which: Small and Medium-sized Enterprises 4957 633 4801 848 144 068 983 353 155 785 41 386 41303

pr:;]: :f'f;m’ Collateralised by commercial immovable 4978599 4830164 128129 1283387 148 435 41303 41303
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Template 1: Information on loans and advances subject to legislative and non-legislative moratoria.
w1 i i | o« v | wm [ n | o |

Gross carrying
amount

Accumulated impairment, accumulated negative changes in fair value due to credit risk

Performing Non-performing

Of which:
Instruments
with significant
increase in
credit risk since
initial recogni-
tion but not
credit-impaired
(Stage 2)

Of which:
Unlikely to pay
that are not
past-due or
past-due <= 90
days

Inflows to
non-performing ex-
posures

Of which:
exposures with
forbearance

Of which:
exposures with
forbearance

measures measures

1 Loans and advances subject to moratorium

2 of which: Households (58 681) (55 294) (2 105) (32793) (3 387) (36) 1881
3 e,:;f which: Collateralised by residential immovable prop- (19337) (16 637) (194) (13312) (2 700) 0 0 1052
4 of which: Non-financial corporations (116 357) (63 337) (492) (37 352) (53 020) (3 550) (3537) 52670
5 of which: Small and Medium-sized Enterprises (58 586) (33 821) (491) (19 731) (24 765) (3 550) (3537) 24 051
6 ert(;f which: Collateralised by commercial inmovable prop- (63 718) (26 269) (238) (18 408) (37 449) (3 537) (3 537) 49 909
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Template 2: Breakdown of loans and advances subject to legislative and non-legislative moratoria by residual maturity of moratoria.

|- | o [ e | 4 [ e | ¢ | e [ n | i |

Gross carrying amount

Residual maturity of moratoria

Number of ob- Ao
Of which: Of which:

ligors legislati
gislative mo- : > 3 months > 6 months > 9 months
expired <=3 months > 1year

ratoria <= 6 months <=9 months <= 12 months

Loans and advances for which moratorium
was offered

16 388 091

|

Loans and advances subject to moratorium 15 849 607 1915 1507 348 8384 870 5957389 0 0 0
(granted)
of which: Households 6 295 666 1915 900 446 4700551 694 669 0 0 0
of which: Collateralised by residential im- 5007 064 1265 656 395 3877148 473521 0 0 0
movable property
of which: Non-financial corporations 9553941 0 606 902 3684319 5262720 0 0 0
of which: Small and Medium-sized Enter- 4957633 0 473509 2334615 2149 509 0 0 0
prises
of which: Collateralised by commercial im- 4978599 0 494 229 2 834820 1 649 550 0 0 0
movable property

46/48



mBank S.A. Group
Disclosures regarding capital adequacy as at 30 June 2020

Template 3: Information on newly originated loans and advances provided under newly applicable public guarantee schemes introduced in response to COVID-19 crisis

Gross carrying amount AL IETIEE LG Gross carrying amount
rying that can be considered rying

. . . Inflows t
of which: forborne Public guarantees received o‘ o
non-performing exposures

New!y originated loans and advances subject to 127 319 127 319 101 856 127 319

public guarantee schemes

of which: Households 0 0
of which: Collateralised by residential immov- 0 0

able property

of which: Non-financial corporations 127 319 127 319 101 856 127 319
of which: Small and Medium-sized Enterprises 17 639 0
of which: Collateralised by commercial im- 20881 0

movable property
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Name
Cezary Styputkowski

Position
President of the Management
Board, Chief Executive Officer

Signature
(signed electronically)

Lidia Jabtonowska-Luba

Vice-President of the
Management Board,
Chief Risk Officer

(signed electronically)

Frank Bock

Vice-President of the
Management Board, Head of Fi-
nancial Markets

(signed electronically)

Andreas Boger

Vice-President of the
Management Board, Chief
Financial Officer

(signed electronically)

Krzysztof Dgbrowski

Vice-President of the
Management Board, Head of Op-
erations and IT

(signed electronically)

Cezary Kocik

Vice-President of the
Management Board, Head of Re-
tail Banking

(signed electronically)

Adam Pers

Vice President of the
Management Board, Head of Cor-
porate & Investment Banking

(signed electronically)
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