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l. Poland’s Economy in the first half of 2010

1. Main macroeconomic trends

Gross Domestic Product in the first quarter of 2@téw 3.0% YOY compared to 3.3% in the fourth
quarter of 2009 and 1.8% YOY in the whole year @2 Industrial production grew between January
and June 2010 by an average of 10.6% YOY. Globadvery, especially concerning the major trade
partners (Germany) led to increased demand foslP@kports, supporting further increases in indaistr
production. The pace of exports growth was 22.2%/Y®the period of January to June, compared to a
decrease of 11.2% YOY in the second half of 2009-4.3% in the whole of 2009. The pace of imports
growth in the period was similar and stood at 22Y@% compared to -20.7% YOY in the second half of
2009 and -25.6% YQY in the whole of 2009.

The gradual economic recovery fostered a slightravgment in the labor market. Employment in the
period of January to June dropped by an avera@e286 YOY compared to the decrease of 2.2% YOY in
the second half of 2009 and to the drop of 1.5% Yi®Yhe whole of 2009. At the same time a slight
decrease in the pace of pay rises in the enterpest®r was recorded, to 3.3% YOY from 3.5% in the
second half of 2009 and 4.2% in the whole of 2008ich suggests that the pay rise pressure is still
limited. As a result of the above-mentioned trewadsk efficiency grew and unit labor costs droppled.
February the unemployment rate peaked at 13% an@dtits downward trend, reaching 11.6% at the end
of June 2010.

In the period of January to June 2010 the averam®tl of consumer goods and services prices sldwed
2.7% YQY from 3.4% YOY in the second half of 200@da3.5% YOY in the whole of 2009. Weaker
inflation was a result of the decrease in annuakdyics of prices of housing and energy as welbad f
and it was also supported by the stronger zlotg dpreciation of the zloty and a weak demand press
contributed to the decrease of core inflation iathics. In the period of January to June 2010 aeerag
inflation net of food and energy amounted to 1.9@YYin the first half of 2010, compared to 2.8% YOY
in the second half of 2009 and 2.7% YQY in the wehafl 2009.

Low dynamics of prices and still moderate pacecoh@mic growth enabled the Monetary Policy Council
(RPP) to leave the NBP reference rate at a higtiyitow level of 3.5%. However, concerns over esse
foreign capital inflow led the monetary authorittesintervene in the FX market in April. Althoughet
intervention was a one-off event, the represerdgatiof the RPP and the Ministry of Finance expiicitl
signaled that they may take into account adoptintpee active foreign exchange stance if futureenay
rate fluctuations are violent and unrelated todh@nges in Poland’s economic fundamentals.

2. Money and Forex markets

In the first half of 2010 significant fluctuationgere recorded in the FX market. As global risk dippe
increased, there was growing demand for domestietgsincluding the zloty, which strengthened touab
3.83 EUR/PLN in the first quarter of 2010. The NBR intervention in April, growing concerns over the
fiscal condition of the Eurozone and increased eoms over the stability of global recovery finally
contributed to the depreciation of the zloty at #vel of the second quarter of 2010. As a result the
EUR/PLN rate reached PLN 4.15 at the end of Juoepared to 4.11 at the end of 2009. In the same
period the USD/PLN rate grew to PLN 3.39 from PLR&

Although the Monetary Policy Council refrained frafmanging the NBP interest rates, the first hathef
year saw a significant slump in money market irgerates. The WIBOR3M rate, which influences the
interest on loans and credits in the Polish econalegreased to 3.87% at the end of June 2010, cenhpa
to 4.27% at the end of 2009. Thus the spread betwemney market rates and the NBP reference rate
diminished considerably, reflecting partial normation of the money market situation.
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3. Capital Market

The first half of 2010 was a period of high volgfilin financial markets. In the first quarter ddZ0 the
situation in the equity market was favorable foreistors and all major WSE indices recorded positive
returns. The second quarter of 2010, on the othedhwas a time of negative news, including the
financial condition of the Eurozone countries (@eseSpain), Chinese plans regarding tightening the
monetary policy, reduction of investment activitf/tbe biggest US banks, introducing a ban on short-
selling in Germany and the intention to introduce aalditional bank tax in the UK. All these events
destabilized the situation in global equity marketsntributing to the growth of risk aversion among
investors and their moving away from risky assétwese global factors coupled with excess supply of
equities resulting from major public offerings aactcelerating state company privatization procesk to
their toll on the capital market. Since the begngnof 2010 the biggest decrease among the majareind
was recorded by WIG20, which slumped by 4.9%. Tthemend of the scale was occupied by mid-cap
companies, whose index was the only one to firfighfirst half of 2010 with a positive return (+1.2%
From the sector perspective, food and media corapaare worth mentioning because they recorded two-
digit increases (22.7% and 10% respectively). & shme period the weakest were IT companies (a
decrease of 9.4% compared to the level at the €raD@0) together with developers (-9.3% since the
beginning of the year).

Since the beginning of 2010 the number of compalisésd on the WSE has increased by 4 entities (8
debuts, three transferred from New Connect andigteld) and at the end of the first quarter of 2@1dre
were 383 companies on the main floor, including@®ign ones. After 6 months of 2010 the total ealu
of public offerings was at a record level of PLNQillion, although one should bear in mind thasi
mainly the result of floating the PZU and Tauromargs on the WSE. In effect, despite the declinghén
first half of 2010 the capitalization of WSE-listedmpanies grew from PLN 715.8 billion (as at thd e

of 2009) to PLN 727.2 billion at the end of Junel@0At the end of the first half of 2010 the
capitalization of domestic companies amounted & 62 the total equity market capitalization.

Warsaw Stock Exchange equity market, as at 30 Juriz010

Index End of H1 2010 Change (%) End of 2009 Change (%) End of H1 2009
WIG 39,392.47 (1.5%) 39,985.99 29.5% 30,419.03
WIG-PL 38,533.81 (2.1%) 39,372.61 28.2% 30,052.78
WIG20 2,271.03 (4.9%) 2,388.72 21.9% 1,862.36
mwWIG40 2,373.84 1.2% 2,346.14 34.2% 1,769.47
sWIG80 10,980.45 (1.0%) 11,090.93 17.8% 9,319.96
Sector specific sub-indices

WIG-Banks 5,786.52 (1.4%) 5,869.10 55.7% 3,716.62
WIG-Construction 5,396.44 7.4% 5,026.32 5.9% 5,095.62
WIG-Chemicals 3,331.14 4.1% 3,201.34 13.5% 2,935.30
WIG-Developers 2,628.28 (9.3%) 2,897.23 25.6% 2,092.49
WIG-Energy 3,775.17 (5.6%) 3,998.60 - -

WIG-IT 1,160.15 (9.4%) 1,281.06 5.4% 1,100.47
WIG-Media 3,312.80 10.0% 3,012.68 33.7% 2,476.95
WIG-Fuel industry 2,482.82 1.9% 2,435.46 20.2% 2,065.02
WIG-Food industry 3,759.64 22.7% 3,063.84 64.1% 2,290.99

Source: WSE, Dom Maklerski Banku Handlowego S.A.
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Volumes of trade in shares, bonds and derivative struments on WSE as at 30 June 2010

Change (%) Change (%)
H1 2010 HOH H2 2009 YOY H1 2009
ShareqPLN million) 226,260 10.6% 204,549 50.2% 150,654
Bonds(PLN million) 1,185 (12.8%) 1,360 (25.5%) 1,592
Futures contract@housand units) 15,625 11.3% 14,035 21.9% 12,814
Option contract¢thousand units) 682 46.2% 466 80.9% 377.8

Source: WSE, Dom Maklerski Banku Handlowego S.A.

The first half of 2010 brought about a considerabtgease in investor activity in the cash marKéte
volume of share trade was almost PLN 226.3 biltloning the period, growing by over 10% during the
half-year and 50.2% annually.

In the same period there was a visible slump int deburity trading on the WSE. During the first six
months of 2010 investors generated volume of dligabove PLN 1.2 billion, compared to PLN 1.6
billion in the first half of 2009 and PLN 1.4 bdk in the second half.

The derivatives market saw a clear improvemeniguidity. In the case of futures contracts the wadu
was 15.6 million units, which translated into grovef almost 22% YOY and 11.3% as compared to the
second half of 2009. Option contracts recorded ewere impressive volume dynamics. The trade volume
of these instruments exceeded 681 thousand unitchwneans a growth of 46.2% compared to the
second half of 2009 and almost 81% compared teahee period of 2009.

4.  Banking sector

In the first half of 2010 the Polish banking secttarted benefiting from a gradual improvement in
macroeconomic conditions. Compared to the previmas the performance of the banking sector was
better and the liquidity situation in the interbamiarket stabilized. Today banks in Poland are alypit
strong, they maintain capital adequacy ratios f& lezels and are able to absorb large provisiehss to
cover receivables at risk. It means that the Pddamhking sector has steered clear of the recentenar
volatility and proved its stability and full sectyrfor the clients.

The first half of 2010 saw a 5% drop in the valdearporate loans compared to the first half of 200
which was influenced by such factors as tighterredit policy on the part of banks and low demarnd fo
loans on the part of corporations that postponet thvestment plans. Household loans, on the other
hand, grew during the year by 13%, which was caused large extent by increase in mortgages
denominated in PLN (30% YOQOY) and consumer loanewtin by about 7% YOY).

Because of postponing investments by companiesaarddual improvement in their financial condition
in the last months, we have seen a significanegs® in the volume of corporate deposits. At tlkadn
June 2010 the volume of corporate deposits was BLbF 169 billion, which was an increase of about
13% compared to the first half of 2009, while hdwsd deposits reached almost PLN 392 billion, which
was an increase of 9% YOY.

ll. Organizational chart of the Capital Group of Bank Handlowy w
Warszawie S.A.
The organizational chart below depicts the corpoeatities which jointly formed the Capital Group o

Bank Handlowy w Warszawie S.A. (“Bank”) as at 30d2010; the Bank’s share interest in each
specified.
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Bank Handlowy w Warszawie S.A

Dom Maklerski Banku
Handlowego SA — 100,00%

Brokerage

Handlowy Investments S.A.

99,99%
Investing activity

Gietda Papieréw

F— Wartasciowych S.A. — 0,02%
Operation of a financial exchange
marke

BondSpot S.A.

L 0,0(1)%

Operation of electronic trading
platforms

Handlowy — Leasing
Sp. zo0.0.-97,47%

Leasing

Handlowy Inwestycje
Sp. z 0.0. - 100,00%

Investing activity

Handlowy-Leasing
Sp. 2 0.0. — 2,53%
Leasing

Polmot Holding S.A.
13,89%
Car sales, construction
services and agricultural
machinery production

Handlowy — Investments
Il S.a.r.l. - 19,03%

Investing activity

Handlowy — Investments Il
S.a.r.l.—80,97%
Investing activity

Handlowy Investments
S.A. - 0,01%
Investing activity

PPH Spomasz Sp. z o.0.
w likwidacji — 100,00%

Food processing and retail trade
machinery and equipment

Biuro Informacji

Kredytowej S.A.- 12,54%

Operation of a credit
intelligence unit

= Operation of a

Gietda Papierow
Wartasciowych
S.A. - 0,05%

financial exchange

Elektromonta
Pozna S.A.
19,88%
Electrical installer
and
construction services

manufacturing; in liquidation

Bank Rozwoju
Cukrownictwa S.A. w

likwidacji - 100,00%
Banking; in liquidation

marke
Polania Sp. z o.0. VISA Inc. Pia Piasecki S.A.
w likwidacji - 6,06% 0,0(1)% w upadidci
Footwear and leather — Payment processing = 19,12%
goods manufacturing Construction
services
Odlewnie Polskie S.A. VISA EUROPE Krajowa Izba
16,91% Ltd. - 0,01% Rozliczeniowa
Metal cast manufacturing] “— Payment processing| S.A. - 574%
Interbank
clearing

Polski Koncern
Migsny DUDA
S.A. 9,00%
Meat processing
and distribution

Related entities

Parent of the Capital Group of
Bank Handlowy w Warszawie S.A.

Subsidiary undertaking of
Bank Handlowy w Warszawie S..

Warszawie S.A.

Minority holdings of Bank Handlowy w
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lll. The organizational structure of the Capital Group d Bank Handlowy w
Warszawie S.A.

The Capital Group of Bank Handlowy w Warszawie S(@roup) consists of the parent company and its

subsidiaries:

GROUP ENTITIES FULLY CONSOLIDATED

Core Capital % of Equity
Entity - wpital authorized Accounting method  (PLN ‘000)
business  relationship i held 30.06.2010

Bank Handlowy w Warszawie S.A. Banking parent - - 68,887*
agrr]n d:\g\?vkelgegsgia(n lI;uMBH”)*** Brokerage subsidiary 100.00% full consolidation 48,5
Handlowy - Leasing Sp. z 0.0.*** Leasing subsidiary 100.00%** full consolidation 160,102
Handlowy Investments S.A. *** lg‘é‘;\slﬂgg subsidiary 100.00% full consolidation 29,230
PPH Spomasz Sp. z 0.0. w ceased g cidiary  100.00%  full consolidation SOMPanyin
likwidacji operations liquidation

* Equity of Bank Handlowy w Warszawie S.A. as perdstdone balance sheet of the Bank in respecteofitst half of 2010
**|ncluding indirect participations
*** Pre-gudit data

GROUP ENTITIES NOT FULLY CONSOLIDATED

Core Capital % of Equity
Entity business relatignshi authorized Accounting method  (PLN ‘000)
P capital held 30.06.2010
Handlowy Inwestycje Sp. z 0.0.*** Ir;\éz\s/};;g subsidiary 100.00% equity valuation 10,311
gzn?:i\ﬁy Investments |l Ir;\(/:%\slﬁ;g subsidiary 100.00%** equity valuation 6,907
Bank Rozwoju Cukrownictwa S.A. . - o . . company in
w likwidacji+* Banking subsidiary 100.00% equity valuation liquidation

**|ncluding indirect participations

*** Pre-audit data

V. Selected financial data of the Capital Group of Bak Handlowy w
Warszawie S.A.

1. Summary financial data of the Group

PLN m 30.06.2010 31.12.2009
Total assets 40,134.7 37,633.1
Equity 6,132.4 6,199.4
Loans* 11,482.1 11,974.7
Deposits* 21,174.0 20,572.0
Net profit 349.4 504.4
Capital adequacy ratio 17.3% 16.7%

* Due from and to the non-financial and the publictse
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2. Financial result of the Group for the first half of 2010

2.1 Income statement

In the first half of 2010 the Group generated asgrprofit of PLN 446.5 million, which is an increasf
PLN 284.5 million, or 175.7%, compared to the fliatf of 2009. In the same period the consolidateid
profit was PLN 349.4 million, which is an increasePLN 231.8 million, or 197.2%, compared to the
same period of 2009. Operating revenue (comprisieginterest and commission income, dividend
income, net gains on financial instruments heldtfading and on revaluation, net gains on investmen
debt securities, net gains on investment equityrit@es and net other operating income) grew shgint
the first half of 2010 compared to the first hdl2009, i.e. by PLN 69.3 million (5.7%), and amaaohto
PLN 1,289.7 million.

The key contributors to earnings growth includetiammmission income, which grew in the first haif o
2010 by over PLN 60 million to the level of neaR¥N 317 million, net gains on financial instruments
held for trading and on revaluation (growth by oR&N 42 million), and better result on investmeabtd
securities as at the end of the first half of 2Qd8ange from PLN 35.2 million to PLN 57.7 million).
Another contributor to the net result was loweregrbeads and general administrative expenses and
amortization. These costs were reduced by PLN 5dl@®n.

Selected income statement items

H1 Change

PLN ‘000 2010 2009 PLN ‘000 %
Net interest income 746,862 773,978  (27,116) (3.5%)
Net commission income 316,846 256,807 60,039 23.4%
Dividend income 5,846 5,925 (79) (1.3%)
Net gains on financial instruments held for tradamgl on revaluation 156,645 114,577 42,068 36.7%
Net gains on investment debt securities 57,692 35,245 22,447 63.7%
Net gains on investment equity securities 2,516 3,437 (921) (26.8%)
Net other operating income 3,251 30,418 (27,167) (89.3%)
Total income 1,289,658 1,220,387 69,271 5.7%
Overheads and general administrative expensesepréaation,
including: (676,598) (727,120) 50,522 6.9%

Overheads and general administrative expenses 0@YyY, (684,280) 40,219 5.9%

Depreciation/amortization of tangible and intangifiked assets (32,537) (42,840) 10,303 24.0%
Net gains on sale of fixed assets (217) 2,202 (2,419) (109.9%)
Net change in impairment losses (166,183) (332,996) 166,813 50.1%
Share in net profits/(losses) of entities valueaqyity method (158) (509) 351 69.0%
Profit before taxation 446,502 161,964 284,538 175.7%
Income tax expense (97,132) (44,406) (52,726) (118.7%)
Net profit 349,370 117,558 231,812 197.2%

2.1.1 Revenue

Net interest income in the first half of 2010 wdd\NP746.9 million compared to PLN 774.0 million inet
same period of 2009 (decline of PLN 27.1 milliom, 25%), the main reasons being lower interest
revenue on loans to the non-financial sector andeposits in banks.

Net commission income in the first half of 2010 vidN 316.8 million compared to PLN 256.8 million
in the same period of 2009 (growth of PLN 60 miili@r 23.4%), the main reasons being better result
payment and credit cards (growth by over PLN 22ioni) and brokerage.

Net gains on financial instruments held for tradamg on revaluation in the first half of 2010 wds\P
156.6 million compared to PLN 114.6 million in teeme period of 2009 (growth of PLN 42.1 million, or
36.7%).

10



Report on activities of the Capital Group of Bank Handlowy w Warszawie S.A. in the first half of 2010

2.1.2 Expense

In the first half of 2010 the overheads and genadahinistrative expenses and depreciation amounted
PLN 676.6 million compared to PLN 727.1 million the same period of 2009 (decline of PLN 50.5
million, or 6.9%). The reduction in expenses resalainly from lowering general administrative expen
and depreciation.

2.1.3 Net impairment losses of financial assets and r@iffee in the value of provisions for
off-balance sheet liabilities

Net impairment losses

H1 Change
PLN ‘000 2010 2009 PLN ‘000 %
Net impairment losses incurred but not reported @3N (30,554) (34,947) 4,393 12.6%
Net impairment losses on loans and off-balancetshee
liabilities (135,629) (298,049) 162,420 54.5%
accounted for individually (180) (207,420) 207,240 99.9%
accounted for collectively, on a portfolio basis 3%1449) (90,629) (44,820) (49.5%)
Total change in impairment losses (166,183) (332,996) 166,813 50.1%

In the first half of 2010 net impairment lossesostat PLN 166.2 million compared to PLN 333.0 roitli

in the first half of 2009. Lower impairment lossesult from the general economic recovery. Due to
lasting recovery in the economy and stabilizatibrel@nts’ financial situation the risk of irreguldebt
settlement by borrowers was lower.

2.1.4 Ratios

Selected financial ratios H1 2010 H1 2009
Return on equity (ROE) */ 12.8% 6.9%
Return on assets (ROA) 1.9% 0.9%
Cost/income 52.50% 59.50
Non-financial sector loans to non-financial secteposits 54% 69%
Non-financial sector loans to total assets 2904 32%
Net interest income to total revenue 58% 64%
Net commission income to total revenue 2504 21%

*The total of net income from four quarters dividgdaverage equity from four quarters net of profithe current period

Employment within the Group

jobs H1 2010 H1 2009 Change

jobs %
Average no. of jobs in the period 5,483 5,394 89 2
No. of jobs at the end of the period 5,829 5,360 9 46 8

In the first half of 2010 the Group added jobs camep to the same period last year, which was dt refsu
extending the Bank’s scope of activity to operaloprocesses, which so far had been conducted by
external companies cooperating with the Bank, ihe lzeing further optimization of the processes and

11
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increasing customer satisfaction.

2.2 Balance Sheet

As at 30 June 2010, total assets of the Group esBEhN 40,134.7 million and were 6.6% higher then a

the end of 20009.

Balance Sheet

As at Change
PLN ‘000 30.06.2010 31.12.2009 PLN ‘000 %
ASSETS
Cash and balances with central bank 1,366,986 4,113,355 (2,746,369) (66.8%)
Financial assets held for trading 4,911,945 5,397,125 (485,180) (9.0%)
Debt securities available-for-sale 17,402,931 8,290,225 9,112,706 109.9%
Equity investments, held at equity value 55,510 56,895 (1,385) (2.4%)
Equity investments 23,744 24,140 (396) (1.6%)
Loans and advances 13,583,453 16,777,255 (3,193,802) (19.0%)
to financial sector 2,101,396 4,802,562 (2,701,166) (56.2%)
to non-financial sector 11,482,057 11,974,693 (492,636) (4.1%)
Property and equipment 489,572 505,192 (15,620) (3.1%)
land, buildings and equipment 471,264 486,884 (15,620) (3.2%)
investment property 18,308 18,308 - -
Intangible assets 1,279,240 1,282,574 (3,334) (0.3%)
Deferred income tax assets 372,504 476,372 (103,868) (21.8%)
Other assets 635,893 690,384 (54,491) (7.9%)
Non-current assets available-for-sale 12,900 19,546 (6,646) (34.0%)
Total assets 40,134,678 37,633,063 2,501,615 6,6%
LIABILITIES
Liabilities towards the central bank - 980,446 (980,446) -
Financial liabilities held for trading 3,374,890 3,108,493 266,397 8.6%
Financial liabilities valued at amortized cost 29,032,848 26,359,837 2,673,011 10.1%
Deposits from 27,195,092 25,307,218 1,887,874 7.5%
financial sector 6,020,954 4,735,260 1,285,694 27.2%
non financial sector 21,174,138 20,571,958 602,180 2.9%
Other liabilities 1,837,756 1,052,619 785,137 74.6%
Provisions 25,596 49,390 (23,794) (48.2%)
Deferred income tax liabilities 47,644 - 47,644 -
Other liabilities 1,521,293 935,508 585,785 62.6%
Total liabilities 34,002,271 31,433,674 2,568,597 8.2%
EQUITY
Issued capital 522,638 522,638 - -
Share premium 3,031,149 3,030,546 603 0.0%
Revaluation reserve (2,932) (81,026) 78,094 96.4%
Other reserves 2,251,704 2,225,712 25,992 1.2%
Retained earnings 329,848 501,519 (171,671) (34.2%)
Total equity 6,132,407 6,199,389 (66,982) (1.1%)
Total liabilities and equity 40,134,678 37,633,063 2,501,615 6.6%
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2.2.1 Assets

Gross loan receivables *

As at Change

PLN ‘000 30.06.2010 31.12.2009  PLN ‘000 %

Banks and other monetary financial institutions 2,864 3,478,494 (1,875,760) (53.9%)
Non-banking financial institutions 520,533 1,346,388 (825,855) (61.3%)
Non-financial sector entities 6,674,757 7,143,749 (468,992) (6.6%)
Individuals 6,194,996 6,177,923 17,073 0.3%
Government units 78,631 86,947 (8,316) (9.6%)
Other receivables 7,201 5,509 1,692 30.7%
Total 15,078,852 18,239,010 (3,160,158) (17.3%)

* Receivables with payable interest

At the end of the second quarter of 2010 total tasssached PLN 40.1 billion compared to PLN 37.6
billion at the end of 2009, which is an increas®bN 2.5 billion, or 7%. The biggest contributor smhe
growth of the portfolio of debt securities avaikdibr-sale (growth of PLN 9.1 billion, or 110%), imky

as a result of a higher balance of NBP bills aiager bond portfolio at the end of the second wguanf
2010 as compared to the end of 2009. Meanwhileb#tt@nce of ,cash and balances with central bank”
shrank (decrease of PLN 2.7 billion, or 67%), whigltonnected with managing the mandatory reserve.
The balance of loans and advances also diministhectgase of PLN 3.2 billion, or 19%), mainly as a
result of a decrease in payables due from banksddse of PLN 1.9 billion, or 54%). The decrease in
non-financial sector loans resulted mainly from idishing balance of corporate loans (decrease &f PL

0.5 billion, or 7%).

Debt securities portfolio

As at Change
PLN ‘000 30.06.2010 31.12.2009 PLN ‘000 %
Treasury bonds 10,519,184 10,471,216 47,968 0.5%
Municipal bonds 5,215 19,016 5,215 (72.6%)
Treasury bills 97,765 827 96,938 11721.6%
Certificates of deposit and banks’ bonds 548,799 40,729 508,070 1247.4%
Issued by non-financial entities 32,111 34,230 (2,119) (6.2%)
NBP bills 7,699,252 - 7,699,252 -
TOTAL 18,902,326 10,566,018 8,336,308 78.9%
2.2.2 Liabilities
Financial liabilities valued at amortized cost
As at Change
PLN ‘000 30.06.2010 31.12.2009 PLN ‘000 %
Due to financial sector: 6,017,896 4,731,434 1,286,462 27.2%
- banks and other monetary financial institutions ,923,731 1,632,227 2,289,504 140.3%
- due to non-banking financial sector 2,096,165 3,099,207 (1,003,042) (32.4%)
Due to non-financial sector, including: 21,153,737 20,551,250 602,487 2.9%
- corporate clients 12,346,930 10,576,734 1,770,196 16.7%
- individuals 6,246,449 6,336,304 (89,855) (1.4%)
Other liabilities including accrued interest 1,861215 1,077,153 784,062 72.8%
Total 29,032,848 26,359,837 2,673,011 10.1%
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As for liabilities, the biggest change (increas@tiN 2.7 billion, or 10%) was recorded in the catygof
liabilities valued at amortized cost. The changes ywamarily the result of the expansion of banks’
deposits (growth of PLN 2.3 billion, or 140%) andjier balance of corporate clients’ term deposits
(growth of PLN 1.1 billion, or 14%) as at 30 Jurtd.@.

2.2.3 Sources and uses of funds

Source of funds 30.06.2010 31.12.2009
Funds of banks and other monetary financial insbitis 5,279,450 2,474,630
Funds of customers and government units 23,753,398 23,885,207
Own funds with net income 6,132,407 6,199,389
Other external funds 4969 423 5,073,837
Total source of funds 40 134 678 37,633,063
Use of funds 30.06.2010 31.12.2009
Receivables from banks and other monetary finaiesitutions 1,602,382 3,477,729
Receivables from customers and government units 11,981,071 13,299,526
Securities, shares and other financial assets 22 394 130 13,768,385
Other uses of funds 4,157,095 7,087,423
Total use of funds 40 134 678 37,633,063

2.3  Equity and capital adequacy ratio

The value of the Group’s equity as at the end effitst half of 2010 increased by 1.5% in compariso
with year-end of 2009. Significant changes in tize &f equity included lowering the revaluationees
by PLN 78 million and raising the general risk mreseby PLN 32.5 million.

Equity*
As at Change

PLN ‘000 30.06.2010  31.12.2009 PLN ‘000 %
Issued capital 522,638 522,638 - -
Share premium 3,031,149 3,030,546 603 0.0%
Supplementary capital 1,746,108 1,750,757 (4,649) (0.3%)
Revaluation reserve (2,932) (81,026) 78,094 96.4%
General risk reserve 497,500 465,000 32,500 7.0%
Other equity (11,426) 7,075 (18,501) 261.5%
Total equity 5,783,037 5,694,990 88,047 1.5%

* Equity net of net profit/(loss)

Capital funds are fully sufficient to ensure fineeecurity to the institution and the depositadtepts,
and to ensure its financial growth.

The table below presents financial data neededcditgulation of capital adequacy ratio based on the
consolidated financial statements of the Group.

Capital adequacy ratio

PLN ‘000 30.06.2010% 31.12.2009**

I Own funds for the calculation of capital adequay ratio, including: 4,434,867 4,329,257

Less in core and supplementary funds

- interests in subordinated financial entities 55,510 56,895

- intangible assets, including: 1,279,239 1,282,574
goodwill 1,245,976 1,245,976
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PLN ‘000 30.06.2010* 31.12.2009**
Il Risk-weighted assets and off-balance sheet lidities (bank

portfolio) 17,358,250 17,536,963
[l Total capital requirements, of which: 2,053,921 2,072,351
- credit risk capital requirements (11*8%) 1,388,660 1,402,957
- counterparty risk capital requirements 127,600 131,142
- excess concentration and large exposures rightateequirements 53,772 54,387
- total market risk capital requirements 42,951 106,772
- operational risk capital requirements 361,165 345,885
- other capital requirements 79,773 31,208
Capital adequacy ratio (I/111*12,5) 17.27% 16.71%

* Capital Adequacy Ratio calculated according te tlules stated in Resolution No 76/2010 of the Cissian for Banking Supervision
dated 10 March 2010 regarding the extent and dedailules of calculation of capital requirementsraspect ofparticular risks
(KNF Official Journal No. 2, item 11).

**Capital Adequacy Ratio calculated according toethules stated in Resolution No 380/2008 of the @izsion for Banking
Supervision dated 17 December 2008 regarding tlienexand detailed rules of calculation of capit&quirements in respect of

particular risks (...) (KNF Official Journal No. &em 34).

As at 30 June 2010 the Group’s capital adequaay stdod at 17.27% up 0.56 percentage points flwm t
end of 2009, which was primarily a consequencesased own funds.

2.4  Earnings guidance for 2010

The Bank, the parent entity, did not publish eagaiguidance for 2010.

V. Activities of the Capital Group of Bank Handlowy w Warszawie S.A. in
the first half of 2010

1. Lending and other risk exposure

1.1 Lending

The Group’s lending policy is based on active mdidf management and precisely specified target
markets, designed to facilitate exposure and cresfitanalysis within a given industry of each ounsér.
Moreover, each borrower is followed up on an ongdoasis so that any symptoms of deteriorating
creditworthiness may be detected early and subségoerective action implemented. In the first haflf
2010, the Group continued optimization of the legddrocess and adjustment of the loans offeretido t
actual needs of the customers and the currenttisitugn the market. The portfolio of individual
customers’ debts is managed by means of risk mamamgie models that take into account risk and
profitability of the individual loan groups withithe portfolio. In the credit risk assessment precand in
particular during scorecard analysis, informatimnt BIK (Credit Information Bureau) is used.

Loans due from non-banking sector, gross

As at Change
PLN ‘000 30 June 2010 31 Dec 2009 PLN ‘000 %
PLN loans 11,443,886 11,891,744  (447,858)  (3.8%)
FX loans 1,891,220 1,887,942 3,278 0.2%
Total 13,335,106 13,779,686 (444,580) (3.2%)
Loans to non-financial sector 12,876,954 13,327,180 (450,226) (3.4%)
Loans to financial sector 379,521 365,559 13,962 3.8%
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As at Change

PLN ‘000 30 June 2010 31 Dec 2009 PLN ‘000 %

Loans to public sector 78,631 86,947 (8,316) (9.6%)
Total 13,335,106 13,779,686 (444,580) (3.2%)
Non-financial business entities 6,674,757 7,143,748 (468,991) (6.6%)
Private individuals 6,194,996 6,177,923 17,073 0.3%
Non-banking financial institutions 379,521 365,559 13,962 3.8%
Public administration units 78,631 86,947 (8,316) (9.6%)
Other non-financial receivables 7,201 5,509 1,692 30.7%
Total 13,335,106 13,779,686 (444,580) (3.2%)

As at 30 June 2010, lending exposure to non-bans@atpr was PLN 13,335 million, dropping by 3.2%
in comparison to the figure of 31 December 200% Blygest part of the non-banking loan portfolie ar
loans to businesses, which decreased by 6.6% iregleeted period. Loans due from private individual
amounted at PLN 6,195 million, increasing by 0.326omparison to the end of 2009. This slight insesa
of the individual portfolio is attributed to pronab and sales activities focused on mortgage-based
products.

The currency structure of the loans as at the éddiree 2010 changed slightly as compared to theoénd
2009. The share of foreign currency loans as aud@ 2010 was 14.2% - a slight increase in conparis
with the figure of 31 December 2009 due to a 3.&%relase in the value of receivables denominated in
PLN. It must be noted that the Group extends laaaly in PLN, while FX loans are granted to
corporate clients, who are, in the opinion of th®up, able to bear the foreign exchange risk withou
affecting their financial condition.

The Group monitors loan exposure concentration oareent basis, trying to avoid situations where th
portfolio might rely on a small number of customeks at the end of June 2010, the loan exposutieeof
Group to non-banking sector was within the legalocemtration limit.

Concentration of exposure: Non-banking customers

PLN ‘000 30 June 2010 31 December 2009
On-Balance On-Balance
Sheet Sﬁ)ﬁ—Balance Total exposure  Sheet Off-Balance ., exposure
exposure* eet exposure exposure* Sheet exposure

GROUP 1 338,222 366,298 704,520 284,984 351,906 636,890
GROUP 2 206,353 365,245 571,598 251,321 312,657 563,978
GROUP 3 12,861 491,814 504,675 1,472 85,689 87,160
CLIENT 4 8,303 465,218 473,522 7,512 469,583 477,095
GROUP 5 258,322 197,611 455,933 252,989 226,951 479,940
GROUP 6 5 329,231 329,237 70,536 657,004 727,539
CLIENT 7 1 318,299 318,300 1 319,519 319,520
GROUP 8 177,785 135,227 313,011 211,117 102,983 314,100
CLIENT 9 - 300,000 300,000 - - -
CLIENT 10 87,505 212,495 300,000 229,803 20,197 250,000
Total 10 1,089,358 3,181,438 4,270,796 1,309,734 2,546,489 3,856,222

* Does not include exposure related to shares ahérosecurities held by the Bank

1.2  Loan portfolio quality

The Group’s receivables are assigned to two pafddased on the loss of value criterion: one pbaotf
contains assets that are not exposed to the riskpdirment, and the other portfolio contains asdleat

are subject to such risk. Depending on the impogaof a particular asset and the management method,
the portfolio of assets subject to the risk of imp&nt is divided into assets assessed individualthose
assessed on an aggregate (group) basis.
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As at the end of June 2010, the loans exposedetoisk of impairment represented 17.2% of the total
portfolio, whereas as at the end of December 288%hare of such loans was 16.4%. The increase was
related to the portfolio of clients assessed oaggregate basis.

Gross loans to non-banking sector broken down by &m quality

As at
PLN ‘000 30 June 2010 31 December 2009
Loans to non-banking sector, gross
Percent share Percent share

Not subject to impairment risk 11,046,375 82.5% 11,521,973 83.6%
Subject to impairment risk 2,288,731 17.2% 2,257,713 16.4%

Assessed on an individual basis 1,316,784 9.9% 1,432,211 10.4%

Assessed on an aggregate basis 971,947 7.3% 825,502 6.0%
Total loans to non-banking sector 13,335,106 100.0% 13,779,686 100.0%

In the opinion of the Management Board, the curgowisions for receivables are the best estimate |
terms of portfolio impairment, taking into considéon discounted cash flow projection related to
repayment of the loans.

As at 30 June 2010, the portfolio impairment waswdated at PLN 1,495 million, which was an increas
by PLN 34 million (i.e. 2.3%) as compared to endecember 2009. The portfolio of loans assessed on
an aggregate basis was even more affected: anrimgati of PLN 114.4 million was reported, which
represented a 20.9% increase in comparison toritie@®2009. Impairment of the individually assessed
portfolio reached PLN 118.2 million, increasing b§.3% since December 2009. Provision cover ratio
increased from 10.6% at the end of 2009 to 11.28%eaénd of June 2010.

Impairment of assets: loans to non-banking sector

As at Change
PLN ‘000 30 June 2010 31 Dec 2009 PLN ‘000 %
Impairment of assets due to unidentified lossesriied (IBNR) 179,806 141,982 37,824 26.6%
Impairment of assets 1,315,241 1,319,007 (3,766) (0.3%)
Assessed on an individual basis 652,843 771,034 (118,191) (15.3%)
Assessed on an aggregate basis 662,398 547,973 114,425 20.9%
Total impairment 1,495,047 1,460,989 34,058 2.3%
Provision cover ratio for total receivables 11.2% 10.6%
Provision cover ratio for problem receivables 65.3% 64.7%

1.3 Off-Balance Sheet exposure

As at 30 June 2010, the Group’s off-Balance Shembsure amounted to PLN 13,508.6 million, dropping
by PLN 258.8 million (1.9%) from the figure repaitat the end of 2009. The biggest change concerned
committed loans which decreased by PLN 565 mil{i®8%).

Contingent off-balance sheet liabilities from cliets

As at Change
PLN ‘000 30 June 2010 31 Dec 2009 PLN ‘000 %
Guarantees 2,186,909 1,902,396 284,513 15.0%
Letters of credit issued 104,588 128,453 (23,865) (18.6%)
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As at Change

PLN ‘000 30 June 2010 31 Dec 2009 PLN ‘000 %

Third party confirmed letters of credit 8,350 8,023 327 4.1%
Committed loans 10,863,500 11,428,560 (565,060) (4.9%)
Underwriting of share issues 300,000 300,000 - 0.0%
Deposits payable to clients 6,428 - 6,428 -
Other 38,850 - 38,850 -
Total 13,508,625 13,767,432 (258,807) (1.9%)
Provisions for off-Balance Sheet exposure 12,937 37,427 (24,490) (65.4%)
Provision cover ratio 0.10% 0.27%

The total value of collateral securing borrowerts@unts or assets was PLN 2,412 million as at 8@ Ju

2010 and PLN 2,482 million as at 31 December 2009.

In the first half of 2010, the Group issued 10,%28orcement titles for the total amount of PLN 91.7

million, while in the first half of 2009 it issuet0,081 enforcement titles for the total amount bNP

225.5 million.

At the end of the first half of 2010, the total walof guarantees or sureties issued by the Bamk¢o

entity or its subsidiary was not higher than 10%hef Group’s equity.

1.4 Information on major transactions with related entities, other than arm’s length

transactions

All transactions that the Bank or its subsidiaéssed in the first half of 2010 with its relatedtiges

were arm’s length transactions.

2.  External funding

At the end of June 2010, the Group’s external fagdotaled PLN 29,032.8 million and was higher

PLN 2,673 million (10.1%) than the figure reporegdhe end of 2009.

External funding

As at Change
PLN ‘000 30 June 2010 31 Dec 2009 PLN ‘000 %
Amounts due to financial sector 6,020,954 4,735,260 1,285,694 27.2%
Current accounts, of which: 1,819,199 2,240,998 (421,799) (18.8%)
- current accounts of banks 943,314 1,474,356 (531,042) (36.0%)
Term deposits, of which: 4,198,697 2,490,436 1,708,261 68.6%
- term deposits of banks 2,978,417 157,871 2,820,546 1786.6%
Accrued interest 3,058 3,826 (768) (20.1%)
Amounts due to non-financial sector 21,174,138 20,571,958 602,180 2.9%
Current accounts, of which: 10,037,186 10,611,554 (574,368) (5.4%)
- corporate customers 4,334,534 3,523,963 810,571 23.0%
- private individuals 4,399,093 4,545,352 (146,259) (3.2%)
- public sector 742,871 1,957,517 (1,214,646) (62.1%)
Term deposits, of which: 11,116,551 9,939,696 1,176,855 11.8%
- corporate customers 8,012,396 7,052,771 959,625 13.6%
- private individuals 1,847,356 1,790,952 56,404 3.1%
- public sector 729,339 690,391 38,948 5.6%
Accrued interest 20,401 20,708 (307) (1.5%)
Other liabilities 1,837,756 1,052,619 785,137 74.6%
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As at Change
PLN ‘000 30 June 2010 31 Dec 2009 PLN ‘000 %
Loans 750,787 828,585 (77,798) (9.4%)
Other liabilities 1,084,507 221,452 863,055 389.7%
Interest accrued 2,462 2,582 (220) (4.6%)
Total external funding 29,032,848 26,359,837 2,673,011 10.1%

The biggest change was related to the financiabsetamely banks (increased term deposit liabgitby
over PLN 1,708.3 thousand compared to the end 8920n terms of liabilities to non-financial segto
the largest increase was reported for term depositsorporate customers (increase by ca. PLN 960
thousand compared to the end of 2009).

Liabilities to non-banking sector

As at Change
PLN ‘000 30.06.2010 31.12.2009 PLN ‘000 %
Liabilities to:
Private individuals 6,298,667 6,390,760 (92,093)  (1.4%)
Non-financial business entities 12,995,394 11,302,506 1,692,888 15.0%
Non-profit organizations 520,906 359,135 161,771 45.0%
Non-banking financial institutions 2,095,275 3,088,258 (992,983) (32.2%)
Public sector 1,473,852 2,649,390 (1,175,538) (44.4%)
Other liabilities 245,529 70,627 174,902  247.6%
Total 23,629,623 23,860,676 (231,053)  (1.0%)
PLN liabilities 19,246,527 19,858,350 (611,823) (3.1%)
FX liabilities 4,383,096 4,002,326 380,770 9.5%
Total 23,629,623 23,860,676 (231,053)  (1.0%)
3. Corporate and Investment Banking
3.1  Summary of segment results
PLN ‘000 H1 2010 H1 2009 Change
PLN ‘000 %
Net interest income 351,510 385,801 (34,291) (9%)
Net fee and commission income 148,847 115,207 33,640 29%
Dividend income 2,705 3,189 (484) (15%)
Net income on traded financial instruments and 142,998 94.084 48,914 5206
revaluation
Net gain on debt investment securities 57,692 35,245 22,447 64%
Net gain on investment equity instruments 277 3,437 (3,160) (92%)
Net other operating income 22,023 34,838 (12,815) (37%)
Total income 726,052 671,801 54,251 8%
General administrative expenses and depreciation 15,889) (330,766) 15,457 5%
Profit / (loss) on sales of tangible fixed assets 99) ( 1,654 (1,753) (106%)
Net impairment losses (6,505) (230,944) 224,439 97%
Share in proflt_s (losses) of undertakings accoufaed (158) (509) 351 69%
under the equity method
Profit before tax 403,981 111,236 292,745 263%
Cost / Income 43% 49%
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The main factors that determined the gross profine® Corporate Banking for the first half of 2049
compared to the corresponding period of 2009:

« Decrease in net interest income — lower income fltoams (decrease of National Polish Bank
reference rates and decrease of volumes) was Iyaciienpensated by lower cost of deposits as
well as higher income from debt securities;

« Increase in net fee and commission income causdudier income on brokerage and custody
services and execution of payment orders;

« Increase of net income on traded financial instmtseand revaluation due to improvement of
customer activity, as well as higher income fromgpietary management;

« Increase in net income in the area of investmebt decurities as a result of higher level of
turnover on investment debt securities portfolio;

« Decrease in operating costs due mainly to loweratégtion and staff costs and external services
expenses

* Decrease of net impairment losses - as a resuigofificant improvement of the proportion
between the amount of provisions released andedteat loans at risk of impairment. Due to
lasting recovery in the economy and stabilizatibolients’ financial situation the risk of irregula
debt settlement by borrowers was lower.

3.2  Transaction services

The Bank offers comprehensive, differentiated amdienn products in the area of trade and transaction
services to corporate customers. In parallel witlditional banking services, it delivers modernuilétity
management solutions as well as mass paymenteeedables management products. By combining the
traditional with the best of modern banking solaipthe Bank has pursued with effective consisténey
strategy of broadening its product offer, througblusion of truly innovative services. The bankhe
leader in the field of introducing innovative tranton services into the market and the newly-
implemented products strengthen this position.

In the first half of 2010 the Bank pursued its t&gy for the years of 2010-2012. The main pilldrshe
strategy include new service models, providingntiewith high-quality service and innovation thrbug
all service segments, which should differentiaie Bank against its competitors. As a result ofribey
strategy implementation the Bank aims to take #aglérship position in the financial industry asdar
efficiency of resource use is concerned.

The Bank's transaction services are recognizech@ rharket. An achievement worth mentioning is
receiving 3 Europroduct awards. In the 15th editddrthe Europroduct competition the Bank received
awards for discounted letter of credit, Citi Factgr and Local Government Factoring. The competito
run under patronage of various institutions, inolgdthe Ministry of Economy, the Polish Agency for
Enterprise Development, and the Chancellery offthime Minister. Apart from the above, the custodian
services of Bank Handlowy w Warszawie S.A. receivied Top Rated title in the Leading Clients
category, in a survey conducted by Global Custodidsishing house.

* Liquidity and Cash Management Products
The Bank supplies innovative corporate liquiditymagement solutions. It continues to expand itsrafe

products with the aim of meeting the expectatiohst clients. The liquidity and cash management
product range includes among others:

e virtual cash pooling;

e actual cash pooling; and
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e actual cash pooling without reverse bookings.

By using these cash pooling structures, clientefiieas they reduce their overall debt vis-a-vis Bank
and manage their funds more effectively. Drawingitsnextensive experience, the Bank can deliver
effective liquidity management services of consigyehigh quality.

* Payments and Receivables

Unikasa

Unikasa is a mass payments market brand of higbgreton. It is perceived as a modern product that
facilitates servicing of the Bank clients’ receilesb while allowing payers settlement of their biks
products and services in the most frequently \dslteations, such as hyper- and supermarket chains
throughout the country. The Bank's counterpartie®m @lso choose to use the Unikasa Network
infrastructure to form their own branded networldsikasa is how present in over 250 cities throughou
Poland.

In the second quarter of 2010 Unikasa was equipptitdadditional functionality — one can now pay off
their credit card debt via the Network. Startingnfrthe second quarter of 2010, the service is @eailin
over 450 points branded with the Unikasa logo. Baak has continued to acquire new invoice issuers —
from the beginning of 2010 the Unikasa Network ate@ayments to six new issuers.

Domestic and Foreign Bank Transfers

The aim of the Bank is to continually improve cus&rs’ satisfaction through the highest quality of
service. The Bank continues working on automatizatif foreign bank transfers, which directly traes

into quality and speed of servicing our clientnsfers. The automatic transfer processing module
introduced at the turn of 2009 and 2010 is stilingeimproved with new functionality added. The
expected outcome of these improvements will beh&urtincrease of quality and speed of service.
Currently the Bank is working on extending the Isoaf accepting domestic and foreign bank transfers,
which will translate into improved customer sattsian.

Electronic Post Office Money Transfers

Electronic Post Office Money Transfer is a prodaicted at corporate clients who transfer money ghca
to individuals. The Bank conducted 75% more Eledtdost Office Money Transfers in the first hdlf o
2010 than in the first half of 2009, while the valof the transactions increased by 111%.

Loro transactions

The Bank continues to work on making its offer mat&active in this area. Recently the Bank has
introduced significant changes in the process gt settlement on the LORO accounts. The deadline
hour for setting up transactions was extended rfiotreer group of key clients using this product. Doe
this change the clients can manage their assetsr lzatd the Bank improved its position against the
competitors.

MicroPayments

In the first half of 2010 the Bank continued tcesythen its position of the leader in the markgimsnt

in which it offers the MicroPayments product. MiPayments are used by institutions and entities lwhic
accept cash deposits from various payers and haveliigation of returning these together with aedr
interest. Courts and prosecution administratioedtae clients which use that product.

e Card products

The Bank occupies the position of the leader inpileepaid payment cards market in Poland — estiinate
market share of the Bank stood at 51.5%. The Bapiéspaid charge cards are most frequently used
under loyalty, promotional and incentive programd ¢hey have proven an excellent instrument ofadoci
benefit distribution. At the end of the second ¢graof 2010 the number of actively used pre-paidisa
stood at over 368 thousand.
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The Bank has sought to strengthen its positiohénbusiness cards segment. At the end of thenfitéof
2010 the number of active cards of that type saiamost 18 thousand.

Pursuing the strategy of inclusion of innovativeaficial products to its offer, the Bank has regentl
introduced two new solutions for card products:

— international pre-paid card. The new service makegsossible for customers to choose the
currency — PLN, USD, or EUR — as the currency ef @lscount which will then be used for the
settlement of card operations. It is an extremédsaetive solution for customers using a PLN
denominated card who often travel abroad, wher&thie or USD currencies are used.

— implementation of the Visa Cash Back service fe-paid cards — offering the possibility of cash
withdrawal at retail and service outlets offerifgstservice. The maximum single cash back
amount is PLN 200. This service is available to¢hed holder only and may be conducted only
on the territory of Poland.

» Cash products

The Bank offers its clients a broad range of caslycts and solutions. Its product offer is respano
the needs and requirements of diverse client grdopaddition to corporates, also budgetary umiosirts
and banks rely on the cash settlements offer oBtre.

» E-Banking

The CitiDirect is the primary e-banking system odfitby the Bank to its corporate clients.

At the end of the first half of 2010 the numbercofporate clients in the CitiDirect e-banking systgrew
by 6.5% compared to the first half of 2009 and anted to 10.5 thousand.

The share of bank statements delivered to custothevagh electronic means only stayed at a high and
stable level and, similarly to the first half of(8) amounted to 90%.

« EU Office

In the first half of 2010 the EU Office preparesl @perational strategy based on resources availathim
the EU funds in the financial perspective of 20022 The Office focused on making the present tdien
of the Bank active while maintaining the highesalijy of the products offered.

The Bank representatives organized direct meetivigs the clients in the Bank’s branches in Lublin,
Opole, Szczecin and Stupsk. During the meetingpdssibilities to obtain EU financing were presednte
The clients also obtained information on potentiimhncing of innovative undertakings. The meetings
were aimed mainly at small and medium enterprisas. campaign was effective in the sense of gaining
new clients.

Additionally, the EU Office representatives conduttraining on general EU issues for clients friv t
government administration sector. The training inexba very positive reaction by the representativie
the sector. The training focused on how the govemtradministration can apply for financing trainimg
the EU and how it can use this financing.

The result of these activities was growing inteisiong the Bank’s clients in using EU funds in tthei
business.

e Trade Finance Products

The Bank’s offer of trade finance products is vadkeloped. The key product in this area is factprin
the first half of 2010 the Bank conducted a marigettampaign under the slogan of “CitiFactoring”’eTh
campaign promoted active management of the compamgtking capital. The campaign resulted in 55
new factoring contracts. The Bank’s factoring raxegrew by 42% in the first half of 2010 compared t
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the same period of the previous year. Such higlamayrs positions the Bank as one of the leadingsRoli
factors.

The Bank strives to further increase customerfsation from the quality of the services. One & thols
used to achieve this is reducing bureaucracy angli§ying the communications between the clientd an
the Bank. The activities included launching theTrfade helpline operated by the specialists offitaele
Finance Office in Olsztyn. The direct contact betwéhe clients and the teams servicing their tictitses
will considerably simplify and speed up the cla@fiion of current operational issues. Consequetitby,
level of customer satisfaction from the servicd imitrease further.

In the first half of 2010 the Bank sponsored thefemence of Polish Corporate Treasurers Association
(PCTA), presenting selected solutions of structdrade finance.

» Custody and depositary services

The Bank provides custody services on the basisPafsh regulations and in compliance with
international standards for depositary serviceglessd to investors and intermediaries acting in the
international securities markets. Thus, the Bardbie to comply with the requirements of the latgesl
most demanding institutional clients.

The Bank has strengthened its position of a mddader among depositary banks in Poland. It offers
custody services to foreign institutional investes well as depositary services to domestic fir@nci
entities, particularly pension, investment and iasge sector funds.

As part of its statutory activities provided on thasis of a permit of the Securities and Exchange
Commission (presently the Polish Financial Sup@miéuthority), the Bank operates securities actsun
settles securities trades, ensures servicing dtlelid and interest payments, performs asset piortfol
valuations, provides individual reports and arrangepresentation of clients at general shareholders
meetings of public companies. The Bank also provithe service of maintaining a registry of foreign
securities, within which it intermediates in cle@yitransactions of domestic clients in foreign ratsk

In the first half of 2010 the Bank established Hart its position of a market leader in settlemeht o
securities transactions executed for the benefitemiote members of WSE and of BondSpot S.A.
(formerly MTS-CeTO S.A.). Also, the Bank participdt in settlement of transactions executed by
institutional clients on the electronic debt setvesi trading platform operating under the trade earh
Treasury BondSpot Poland (formerly MTS-Poland)aniged by BondSpot S.A.

In the first half of 2010 the Bank continued adieég aimed at honing the effective legislation tagjog

the securities market. The Bank’s representatiareti: the Council of Depositary Banks at the Polis
Bank Association; the Advisory Committee to Krajogpozyt Papierow Warfoiowych S.A. (National
Depository for Securities or NDS); and the Steei@gmmittee for Standards of General Shareholders
Meetings. The Bank continues to invest its humath tachnical resources, experience and expertise int
cooperation with the Polish Financial Supervisiontiority, NDS and WSE with the aim of
implementing new systemic solutions through the kivay teams established at the Polish Bank
Association.

As a result of implementation of the outcomes @& finojects executed in the past year, capital nharke
practices in Poland were further aligned with thterinational standards.

As at 30 June 2010 the Bank serviced 13,639 sasudatcounts.
At the same time the Bank was the depositary feers®pen Pension Funds:

* AMPLICO OFE,
« AVIVAOFE AVIVA BZ WBK,
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+ Generali OFE,

* ING OFE,
e OFE Pocztylion,
* Pekao OFE,

* Nordea OFE
and two Employee Pension Funds:

«  Employee Pension Fund PZU ,,Sunny Autumn”,
«  Employee Pension Fund of Telekomunikacja Polska S.A

The Bank also acted as the depositary of investrherds and subfunds, managed by the following
Investment Fund Companies:

« BZWBKAIBTFIS.A,

« PKOTFIS.A,

* OPERATFIS.A,

* PIONEER PEKAO TFI S.A,,

* LEGG MASON TFIS.A,,

* AVIVA INVESTORS POLAND TFI SA.

3.3  Treasury

The Bank offers a wide range of foreign exchangmlpets and services addressed to non-bank clients.
Opportunities of investment of currency surplused aanaging the currency position, offered by the
Bank, meet the expectations of the clients in #nea. In the first half of 2010 the Bank maintairtsd
position in the market of foreign exchange withpaate clients.

Particularly noteworthy here is the CitiFX Pulséemmet platform It is an advanced tool that enables
internet-based FX trading at market prices . Thentd using the platform can execute transactiotise#r
convenience; in a rapid and secure way. The nuwibeients using the CitiFX Pulse is still growing.

the first half of 2010 the Bank recorded growthr@fenue from FX transactions via the platform b$670
compared to the first half of 2009.

3.4 Commercial Bank

Through its commercial banking franchise the Bahknmels comprehensive financial services to the
largest Polish companies, strategic companies sitbng growth fundamentals as well as the largest
financial institutions and public sector companies.

One common characteristic of the commercial banldtignts is their need for advanced financial
products and financial services advisory. The Bamtvides in that area coordination of treasury eash
management products, and prepares loan offersvimgotiiverse forms of financing. The innovativeness
and competitiveness of the novel financing striegwon offer come from a combination of local expert
and experience of the Bank and its cooperationimvitie global Citigroup structure.

The table below presents balances of assets drilitiés in the particular segments in the manageme
view.

Assets
PLN million
. 30.06.2010 31.12.2009 30.06.2009 Change Change
(LI(2) (L/I(3)
(1) (2) (3) Amount %  Amount %
Total Commercial Bank 6,761 7,148 8,558 (387) 5% (1,797) (21%
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PLN million 30.06.2010 31.12.2009 30.06.2009 Change Change
1)) (1)/(3)
(1) (2) 3) Amount %  Amount %
including:
MMEs and SMEs 864 869 1,045 (4) 0%  (180) (17%)
Large enterprises 697 651 692 46 7% 5 1%
Public sector 94 104 91 (10) (10%) 3 3%
Global Clients 2,572 2,334 3,051 238 10% (479) (1L6%
Strategic Clients 1,412 1,887 2,113 (475)  (25%) 2J70 (33%)
Liabilities
PLN million 30.06.2010 31.12.2009 30.06.2009  Change Change
1)) (1)/(3)
Q) (2 3) Amount %  Amount %
Total Commercial Bank 16,283 16,515 17,158 (232) (3% (875 (5%
including:
MMEs and SMEs 1,943 2,149 2,020 (206)  (10%)  (77) %)4
Large enterprises 725 763 817 (39) (5%) (92) (11%)
Public sector 1,934 2,989 2,043 (1,055) (35%)  (109)5%)
Global Clients 7,326 8,186 7,583 (860) (11%)  (256)(3%)
Strategic Clients 4,040 2,289 4,502 1,751 77% (46X)L0%)

3.4.1 Key initiatives in the Global Clients Segment

The first half of 2010 saw a growth in the valueladns granted and a growth in the clients’ current
account balances. The global clients continuededniterested in factoring transactions, in partcul
financing of suppliers to international corporagon

The Bank arranged a several hundred million woftlworking capital financing to a client from the
consumer industry, coupled with simultaneous adiipiis of the client. The volume of transactions in
custody of securities grew significantly. Largeyvesal million worth of lease transaction was an
undisputable success, which will additionally sgen the current relations between the client thed
Bank. The Bank entered into relations with sevagl significant clients who contributed to the atig
strong Global Clients Segment of the Bank. In theosd quarter of 2010 key Equity Capital Market
(ECM) transactions were financed in cooperatiothwitom Maklerski Banku Handlowego S.A. and
several other significant transactions were won.

3.4.2 Key initiatives in the Strategic Clients Segment

The first half of 2010 was definitely a good stirthe year for the Strategic Clients Segment, iyalne

to transactions executed by Dom Maklerski Banku difamego S.A.: accelerated capital issues in the
commodity and energy sectors and due to a capaiakaction completed in collaboration with Citi
London.

By strengthening its relations with Strategic Cigem the first half of 2010 and expanding the ofbé
investment banking products, in collaboration withclients the Bank managed to develop a longplist
potential credit and capital transactions thatilit execute in 2010 and 2011.

3.4.3 Key initiatives in the Middle Market Enterprisesn&l and Medium Enterprises and
Public Sector Segments

The new Act on Public Finance caused uncertainpuakelations with commercial banks among some
public finance entities. In consequence, their eoafion with the Bank was less intensive. However,
despite the effect of the new Act on Public Finamaehe first half of 2010 the Bank entered irgtations

with new public sector entities, including commaus under the MicroAccount product while balances
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in deposits of public sector entities remainedlstadn the other hand, the act allowed the Banlevive
the investment account product in the public firamarket.

A large municipal bond issue for the city of Warsaverth 300 million, was an unquestionable success,
as was launching the CitiFactoring (activating) paign for the clientsThe campaign is compliant with
the strategy which goal is to broaden relatioshipls SME customers.

Additionally, in the first half of 2010 two activiah campaigns were launched. They were aimed &t bot
the present and potential clients of the Bank. fits¢ campaign focuses on working capital, while th
second one on higher current account intereseraddower bank transfer charges.

3.5 Brokerage

The Group offers brokerage services in the capmatket through Dom Maklerski Banku Handlowego
S.A. (DMBH), a wholly-owned subsidiary of the Bank.

In the first half of 2010 DMBH acted as an intermaeg in 15.3% of secondary equities trading
transactions. Over the period the value of equidgds executed via DMBH on WSE reached PLN 34.6
billion (growth of 85.2% compared to equivalent ipdrof 2009) while trading over the entire WSE
market increased by 52.2% compared to equivalemagef 2009.

Because of a large exposure of the DMBH to instingtl and foreign investors, the activity of clignt
from these segments is a key factor influencing WBH’s business. The listing of new significant
market value companies on the main floor considerialoreases foreign investors’ interest in the WSE
This fact may be of crucial influence on the growfhrade generated by the clients from this segmen
which in turn may be positively reflected in the BM market share. Another external factor that
positively influences the DMBH business is the lesfecapital inflow into domestic equity funds, whi
translates into increased activity of domesticriirial entities.

The number of brokerage accounts with the DMBHh&t énd of the first half of 2010 was 8,263
compared to 10,423 at the end of the first halt@®9, which was connected with closing inactiverdii
accounts, mainly in January 2010. Increases imtimeber of account were recorded in all the months o
the second quarter of 2010, especially in April PZA. public offering) and in June (TAURON Polska
Energia S.A. public offering).

At the end of the first half of 2010 the DMBH wiéetMarket Maker for 34 companies, which is 9.44% of
all the shares listed on the WSE. Additionally, @&n Investments Section acts as the Market Maier f
futures contracts for the WIG20 index and the Mwfex units. The DMBH as a Market Maker is one of
the leading of brokerage houses as far as the nushlsempanies and turnover value are concerned.

In the first half of 2010 the DMBH carried out tfwlowing offerings:

e the accelerated offering of shares of KGHM Polskied# S.A., with value of PLN 2,060 million,
executed in January 2010; the DMBH acted as a GuikBoner,

« the accelerated offering of shares of Grupa Lotés, Svith the value of PLN 406 million, executed in
January 2010; the DMBH acted as a Co-Bookrunner,

* the secondary trading of shares of ENEA S.A. wite value of PLN 1,133 million, executed in
February 2010; the DMBH acted as a Co-Underwriter,

« the public offering of the city of Warsaw municigabnds series 2 (February 2010), series 3 (April

2010) and series 4 (May 2010), of the total nomizdlie of PLN 900 million, the DMBH acted as a
Co-Underwriter,
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« the accelerated offering of PLN 42 million Azotyrl@dw S.A. shares, conducted in April 2010; the
DMBH acted as a Co-Bookrunner,

« the public call for 100% shares of Atlas Estatewritéd, announced in April 2010 and finished in June
2010, with the announced value of PLN 125 millitve DMBH acted as an intermediary for the call.

In the first half of 2010 Dom Maklerski Banku Haadlego S.A. also participated in the following
transactions to be completed in the third quart@040:

e the public call for 100% shares of Nepentes S.Anoanced in May 2010 with the completion
planned for August 2010, the announced value of R190 million; the DMBH acted as an
intermediary for the call,

» the public offering of the B series Investment @iegtes of Legg Mason Akcji Skoncentrowany FIZ,
commenced in June 2010 with the completion plarfoeduly 2010, with the announced value of
PLN 124 million; the DMBH acted as the Underwriter.

Summary Income Statement and Balance Sheet*

Balance sheet

Participation interest of Equityasat  Net financial result
Company name Headquartered . ; total as at
the Bank in equity. 30.06.2010 30.06.2010 for H1 2010
% PLN ‘000 PLN ‘000 PLN ‘000
Dom Maklerski Banku Warsaw 100.00 631,398 95,544 12,169

Handlowego S.A.

*stand-alone data, unaudited during the year

3.6 Leasing

The Group operates its leasing business througlhdlelag-Leasing Sp. z 0.0. (“Handlowy Leasing”,
“HL"), a wholly-owned subsidiary of the Bank.

The value of leases contracted in the first haB@f0 stood at PLN 71.5 million. Compared to PLR.¥4
million of new contracts signed in the first halfaD09 a 50% decline was recorded.

The structure of assets leased in the first hatf0dfo was as follows:
* the share of heavy transport vehicles was 51%taf fimanced movables;

¢ machinery and equipment constituted 49% of totedriced fixed assets.

Net asset value of leases

Change
PLN million H1 2010 H1 2009 PLN million %
Value of leases contracted in the period: 71.45 142.74 (71.29) (50%)
- for vehicles 36.67 56.38 (29.712) (35%)
- for machinery and equipment 34.78 86.36 (51.58) (60%)

In the first half of 2010 the Company continuedi@w to increase lease sales through the banking
network by activating account managers. The corpetilaunched by the Company produced the

winners — the best leasing salespersons amongctiweiat managers. The main task in this period was
also increasing and strengthening the recognitibthe Handlowy-Leasing brand among the Bank’s

clients.

The first half of 2010 was also a period of inteasiwork on developing its offer directed at allecli

groups of the Bank. A marketing campaign for consubrank clients was initiated (the Micro segment)
with the aim of opening bank accounts for formésndk of the Company.
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The objectives for the second half of the yearioomtto be fostering the quality of the credit it by
adjusting the risk for new transactions approplyaie the changing economic conditions and mairirgin
strict discipline in management of the credit paitf while consistently minimizing costs associateth
delinquent debt provisioning.

The company also seeks new opportunities to fully iis sales force. Account managers, apart from
leasing offer, present to the clients the broaérofif the Bank and foster cooperation through aggeni
accounts with the Bank.

Summary Income Statement and Balance Sheet*

Participation Balance sheet . . )
Company name Headquarteredinterest of the Bank total as at gg%g;;lzt Netfélpzr10|2%1rgsult
in equity 30.06.2010 o
% PLN ‘000 PLN ‘000 PLN
0 .
000
Handlowy-Leasing Sp. z
0.0 Warsaw 100.00 1,039,661 160,102 1,916
*stand-alone data, unaudited during the year
4. Retail Banking
4.1  Summary segmental results
PLN ‘000 H1 2010 H1 2009 Change
PLN ‘000 %

Net interest income 395,352 388,177 7,175 2%
Net fee and commission income 167,999 141,600 26,399 19%
Dividend income 3,141 2,736 405 15%
Net income on traded financial instruments and 13.647 20493 (6,846) (33%)
revaluation
Net gain on investment equity instruments 2,239 - 2,239 -
Net other operating income (18,772) (4,420) (14,352) (325%)
Total income 563,606 548,586 15,020 3%
General administrative expenses and depreciation 61,289) (396,354) 35,065 9%
Profit / (loss) on sale of tangible fixed assets 1801 548 (666) (122%)
Net impairment losses (159,678) (102,052) (57,626) (56%)
Profit before tax 42,521 50,728 (8,207) (16%)
Cost / Income 64% 72%

The main factors that determined the gross préf@ansumer Bank in the first half of 2010 as coregar
to the corresponding period of 2009:

« Increase in net interest income mainly through mapment in interest income driven mainly by
credit cards resulted from higher average leveeogivables;

* Increase in fee and commission income resultinqiipdiom higher income on payment and credit
cards as well as lower cards acquisition expenses;

« Decrease of expenses as a result of continuatidheobptimization process in the scope of branch
network, infrastructure and technology;

* The higher net impairment losses were caused byitygjsadeterioration of the consumer loans
portfolio and credits cards;
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4.2 Credit cards

The total portfolio of credit cards as at the efdhe first half of 2010 amounted to 952 thousahie
Bank introduced numerous changes to the installnptants offered within the credit card (e.g. the
Comfort Installment Repayment Plan). Client segingnfior installment products was modified, the sale
strategy was changed and the product offer wanéateby the possibility of cash transfer from thedad
card which is later divided into installments widtitractive interest. The offer is directed at digen
characterized by low risk levels who use their itiéte only to a small extent.

Following the changes temporary special offersGomfort Installment Repayment Plan were introduced
and marketing campaigns were conducted with thgagi® of “Turn on a green light to your needs!” and
“Buy now — pay later”. Additionally, the Bank enall the clients using the Comfort Installment

Repayment Plan to extend the Plan already choseantadditional cash transfer from the Card and to
consolidate it with the installment plan.

The Bank continues selling cards in the biggesisR@hopping Centers and airports. Currently thekBa
sells its credit cards in 5 airports and in 7 shieggenters in Poland.

A new Citibank-BP Automobile Credit Card was intnoed within the PAYBACK Program. Its holders
can now collect points for non-cash transactiorth te card for purchases at BP petrol stationswtid
many other PAYBACK Program partners.

Additional insurance, “The Travel Package” serviwas made available to Citibank Credit Card holders
in June. The insurance covers mainly the costs eaithh care service when travelling abroad, car
assistance and travel assistance.

The Rebates and Discounts Program for Citibank iCaakds is growing rapidly and at the end of the
first half of 2010 the program covered almost 46@@e and service outlets in Poland.

In the first half of 2010 a number of campaignsnpoting credit card use were conducted. The follgwin
special offers were introduced: “Winter CampaidiBeauty & Spa”, “3% Discount in the Easter Basket”,
“Draw the Discount Teddy”, “Pay Your Bills with th@itibank Credit Card and Win” and “Go Shopping
with the Card and Win iPad for Holiday".

4.3 Consumer bank

4.3.1 Bank accounts

The number of bank accounts grew to 746 thousarttdrfirst half of 2010 from 654 thousand in the
second quarter of 2009, which is 14% increase YONe number of 746 thousand includes savings
accounts.

In January 2010, in accordance with the “Recomm@muafor Best Practice in Moving Current
Accounts”, prepared by the Polish Bank Associatthe, Bank launched the service “Account Mobility”.
The purpose of the service is to facilitate thenggaof a bank by a consumer in the Polish banking
market.

Starting March 2010 the Bank expanded its offedetit cards for personal account holders with a new
MasterCard PayPass card. The new card is equipftecavehip and has PayPass payment function. The
chip secures data encoded in the card against thefefore, transactions made with the card sategd
security standards. Additionally, the PayPass teldyy allows for faster and more convenient noficas
transactions, just by bringing the card close teagler in a sales point. On 4 May 2010 the Bankdaed

a new marketing campaign to promote the new salutidients who replaced their previous card with th
new one and made transactions in trade and seoutiets could win 8 trips to New York and 400
cameras.
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On 1 June 2010 the Bank introduced promotionalreffer two accounts — the internet account and the
account for clients preferring traditional servidéwe promotions offer very attractive pricing cdrutis,

for example all cash withdrawals from all ATMs inl&nd are free of charge. The offer is supportedrby
internet and billboard marketing campaign throudghaland.

In the second quarter the Bank also continuedpggial offer of individual accounts for Citibank eciit
Card holders. The clients holding the Citibank @r€ard were offered the annual charge exemptey th
decided to transfer their remuneration to the igéthdlowy individual account.

In June the Bank offered a unique promotion ofNfeslical Package to the present and new clients. The
clients who start to transfer at least PLN 1500 thignto the Bank will be able to use option 1 oé th
Medical Package free of charge. The option providebmited access to 5 specialist doctors. The
promotion will continue until the end of June 2011.

4.3.2 Credit Products

Cash loan

In the first half of 2010 the Bank continued adtes aimed at execution of the Bank’s strategyhndrea
of service and offer for particular client segmetstween February and May the Bank introducediapec
loan offers for the Blue and Citigold segments whionsisted mainly in modifications to the product
price-list.

Active clients from the Blue segment who maintaispeecified level of deposit-loan relation with the
Bank may use the “Premium for Banking” program,hivitwhich the interest on cash loan is lowered
depending on the client’s balance on the produntady used. Since May the Citigold clients may tixse
attractive pricing offer with additional benefitsrfclients actively cooperating with the Bank as da
deposit products are concerned.

Between February and April 2010, in response tolients’ needs, the Bank conducted another eddfon
the promotional campaign “The More You Consoliddtee More You Gain”. Clients consolidating
liabilities incurred with other banks with a Casbaln received a more attractive price for the loan.
Depending on the consolidated amount a client coattlce the interest on the loan by up to 2.5
percentage points, and for consolidated amountseeiieg PLN 40,000, the up-front fee was additignall
reduced by 1 percentage point. The campaign reteivarketing support in the form of an Internet
campaign, leaflets and posters in outlets of thekBa#s well as promotional communication targeted at
selected clients of the Bank, based on such chauasebMS and IVR.

At the end of the second quarter a program direatede best clients using the cash loan was inted.

Its aim was to encourage the clients to deepen thedit relation with the Bank by increasing tleesof

the loan under very attractive conditions. Theroffas constructed as follows: the fewer months Wedte
to the termination of the client’s current loan want, the more attractive the pricing conditioesdme.

Credit Line

In the first half of 2010 clients could make usetwb offers of increasing the Credit Line limit. &h
requirement was for the client to send back a sigmmex to the Credit Agreement to the Bank. Duésto
simplified procedure the offer proved to be verpgar with the clients.

Additionally, in the first half the Bank develop#tk sale of the Credit Line product through theglbne
channel. Personal account holders who receive tjes to the account may apply by telephone and
receive an overdraft with no need to visit the bhan

Clients can still benefit from the unique featufeeed by the Citibank Credit Line which consigtsniot
charging interest on withdrawn credit line fundsdwery 7 days of each calendar month.

Mortgage Products

In March 2010 all branches started the “SpeciakO#x PLN 0", which consisted in exempting clients
from:
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¢ aHousing Loan or Mortgage Loan origination fee;
» afee for real estate assessment;
« afee for registering mortgage with the mortgage land register.

In connection with considerable interest and grgwinmber of applications the offer was prolongetd un
the end of May. The Bank conducted an analysis@ftarket pricing conditions and decided to lovker t
margins for Housing Loan and Mortgage Loan by 0ZB4) New distribution channels were introduced to
support sales: local financial brokers and readtesagencies. The cooperation with those entiedsed

to disseminate information on the Citi Handlowy tgage offer throughout a wider group of clients.

4.3.3 Investment and insurance products

* Investment Products
In the first half of 2010 the Bank developed itkeobf investment products:

Structured Bonds

In the first half of 2010 the Bank carried out Tdustured bond subscriptions aimed at the Citiguid
Citigold Select clients. The structured bonds wdemominated in PLN (9 subscriptions), USD (4
subscriptions) and GBP (1 subscription). The offereye directed both at clients who were seeking
products with fixed coupon (4%-4.5% p.a. for boddaominated in USD or GBP) and at those who were
seeking indirect exposure to the equity market wahditional invested capital protection by theukssat

the date of maturity.

Investment Life Insurance

In the first half of 2010 the Bank, in collaboratiavith Metlife, carried out a subscription for in@iual
investment life insurance related to the WIG20 ind# the largest Polish public companies. The
insurance gives the opportunity to gain a premicomfa potential growth in share prices of the 20dat
Polish listed companies and at the same time pesvitie client with life and endowment insurance
protection and a guarantee of returning 100% af peemiums at the end of the period of coverage.

The Bank also signed an agent contract with the,R&&Jlargest Polish insurer, under which by the @n
2011 the Bank will carry out 8 subscriptions ofiundual investment life insurance, with insurancser
provided by the PZU.

Investment Funds

In the first half of 2010 the process of salesnafeistment funds in the Bank was significantly sifigad
due to the implementation of a new order-procesaimglication. Implementation of that application is
connected with numerous document processing fasilénd reduces the risk of errors made whendillin
in forms.

Additionally, the Bank introduced 9 new funds oh8ulers and Franklin Templeton (PLN — hedged).

A new offer was prepared for new Bank clients thakes it possible to purchase shares of domedtic an
foreign investment funds with a significantly diseted processing fee.

Bank Securities

The Bank introduced a new structured product tofitsr — the Bank Securities. In the first subsioip
the Bank offered an 18-month product with paymeagednl on the EUR/PLN currency pair. Within the
product the clients have the opportunity to achiav@remium depending on how much PLN will
strengthen against EUR. Bank Securities guarar@@@olprotection of invested capital on maturity and
are guaranteed by the Bank Guarantee Fund.
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Brokerage Services

The first half of 2010 was a period of developmamd promotion of brokerage services provided by the
Bank and the DMBH. Information and promotion cangpaiwere directed mainly at the present clients of
the Bank. A special offer was prepared for thentieunder which the commission on operations hwea t
DMBH internet service was lowered in the promotiofiest three-month period — from the standard
0.38% to 0.20%. Additionally, the clients who deszidto transfer their securities to the account egden
through the Bank were reimbursed the cost of tpisration in the form of reimbursed commission on
orders placed in the new account.

The Bank’s clients used brokerage services actigeting the two large public offerings of the comijes
being privatized: PZU and TAURON. The presencerokberage services in the Bank’s offer was viewed
positively by the clients, which was reflected biaage number of orders placed.

The information activities and capital market egestipporting the acquisition of new clients ledato
significant growth of the number of new clients.the first half of 2010 the Bank acquired nearly tw
times more clients than in the whole of 2009 wiaigemany as 72% on opened brokerage accounts are
active. This strongly improved the total portfofittucture of the clients using brokerage servidéesed

by the Bank and the DMBH. Currently over 43% ofken@ge accounts are active, which is a much higher
ratio than the market average.

e |nsurance Products

In the first half of 2010 the Bank continued to éeyp its insurance offer regarding different kirafs
insurance products. The changes were aimed batktemding the current product range and at making
the present products more attractive.

Income Protection Plan

In March 2010 the Bank introduced a new insuramodygct to its offer, available for credit card hedsl —
Income Protection Plan, providing insurance coveragthe case of loss of a job or serious illness$ a
incapacity to work. The insurance provides clierswith benefits up to PLN 1,500 a month in tleeipd
after loss of a job or up to PLN 1,000 a monthhi& tase of temporary incapacity to work. The prodic
offered in cooperation with an insurer — CARDIF &smces Risques Divers S.A. Branch in Poland. The
insurance is offered under telephone sale in onggoampaigns targeted at credit card holders.

The new offer of life insurance coupled with inswe capital funds

In April 2010 the Bank modified its offer of lifmm$urance combined with capital funds. The changes
consisted in introducing a new version of prodweith a regular payment (Optimum Investment Plan)
and with a single payment (Premium Investment Blo)f The products are offered in collaboratiorhwi
Aegon TUIZ S.A. insurance company.

Both products include:

e an attractive payment structure — more advantagdeerms for higher payment sums: lower
management fee, unlimited value of transfers betwaeds without additional fees, lower
administrative fee (for the regular payment proguct

e 100% of payment allocation, without up-front fees,

* broad investment possibilities through 49 insuracapital funds which allow to invest funds and
maintain diversification in relation to the sectoasset classes and regions (including the soecalle
PLN-hedged funds, which allow to invest in PLN waith the currency risk),

« flexibility through available product variants, edjfferent minimum periods for regular payment,
different levels of insurance coverage,

e insurance coverage in case of death.
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Insurance Policy for a Good Start

In June the Bank’s offer was broadened by a newereme-savings insurance, the “Insurance Policyfor
Good Start”, which is a product that provides ficiahsecurity for children. The insurance is offikeith
a single or regular payment. The insurer is MetIi& S.A.

The product offers:

« financial security for the child — during the lit# the contract and on its termination, when thiddch
starts their own life,

e a guaranteed payment to the child on terminatioth@fcontract with the potential of participation i
profit,

e taking over regular payments by the Insurer — gpwontinues in the case of death of the
parent/guardian or in the case of their inabilitymork or serious illness,

e additional regular benefits for the child — duritite life of the contract in the form of monthly
payments (allowance) in the case of the deathedirtsurance holder.

« flexibility of the product and the possibility aftroducing additional variants of insurance cover.

Travel Insurance

In June the Bank introduced a new product for tregtid holders — the Travel Insurance. The ins@wasc
offered as an option and covers the primary carldi¢taand is valid for any trip up to 60 days lofigpe
Insurer is Europe Assistance Holding Ltd.

Depending on the type of the card, the offer inekid

« for the Citibank-LOT cards: travel insurance vatidtside Poland, all over the world (The World
Travel Package),

» for other cards, other than the LOT (Europe Tr&akage):
o travel insurance valid outside Poland, in Europe,
0 car assistance valid when travelling in Poland ianBurope (towing, repair on site, fuel
delivery, replacement car, etc.)

The change in the Safe Installments insurancedsh ¢oans

The new variant provides insurance cover for thet three years of the loan and is available oaly f
loans taken out for 5 years or more. This variamtdsigned mainly for those clients who — alreauyhe
date of taking out the loan — plan to repay thenlearlier (or wish to secure the payments onlyhin t
initial period, when the debt is the highest).

The insurance coverage and annual fee remain ugetlaThe previous Safe Installments insurance
variant with all the loan period covered is stifleved.

5. Achievements of respective distribution channels

51 Branch network

At the end of the first half of 2010 the Bank’s foch network consisted of 158 outlets, includindetatof
the L type (former Commercial Bank CitiGold WeaNtanagement outlets and the Investment Center),
the M type (former multifunctional outlets) and tBdype (former CitiFinancial branches).

In the first half of 2010 the Bank continued toiopte its branch network. The process contributed t

increased operational efficiency, improved saletinized use of human resources and infrastructure,
rationalization of the Bank’s property managemersts.
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The branch network optimization in the first hafl2010 included the following:

e in consequence of a property sale decision, fulrational activity of the following L type outlets
were moved:

- in Ptock, from ul. Kobylhskiego 13 to the existing outlet at ul. Krolewie@&
- in Szczecin, from z uBw. Ducha 2 to the existing, expanded outlet aRplita 8,

« full operational activity of an L type outlet wasresolidated and moved from ul. Pitsudskiego 63 to
the existing, expanded outlet at ul. Pégniego 15 in Olsztyn,

» full operational activity of an L type outlet wasnsolidated and moved from ul. Totstoja 2 to the
existing outlet at ul. Rynek 20 Bwidnica,

e 21 branches were consolidated, earlier functiommajnly under the CitiFinancial branch. Those
activities consisted in moving the outlets’ operaél activity to the existing multifunctional oute
with the full range of products,

» the scope of consumer deposit service was extandete S type outlet, currently an M type,

« the operational activity of an L type outlet atBéarlickiego 3 in Kutno was terminated.

Meanwhile it is worth noting that retail bankingdensistently strengthening its presence in theketar
through non-standard sales channels. The examptegb actions are bank stands in franchise outlets
Polkomtel, the mobile network operator, independgands in 5 domestic airports or stands in 7 singpp
centers, where customers can apply for a credit. ddve Bank’s retail clients can check the balanfce
their accounts or withdraw cash free of chargegi&nronet ATMs located all over the country. Inard

to support communicating these functionalitiesh® tustomers, the Bank signed an agreement with the
Euronet ATM network under which almost 1000 indegeari ATMs of this network were branded with
the Citi Handlowy logo.

Number of branches at the end of the period

H1 2010 H1 2009 Change
Number of outlets: 158 237 (79)
- L type 43 48 (5)
- M type 90 70 +20
- S type 25 84 (59)
- T type - 35 (35)
Other sales / customer service outlets:
Polkomtel sales points 71 34 +37
Airports 5 - +5
BP petrol stations 5 182 a77)
Shopping malls 7 - +7
Number of own ATMs 154 163 (9)
“Euronet” ATMs with logo of “Citi Handlowy” 789 - g9
“Unikasa” — advanced functionality 450 450

Perspectives for development (network optimizing)

In the perspective of development, in 2010 the Baiilkcontinue to work to ensure adequate level of
customer service. At the same time it will reacthanges taking place in the market.

In accordance with the assumed strategy, in 20L®rahches in G9 markets (biggest towns in the
country, strategic from the point of view of deyaitent of consumer banking) and Tier 1 (another grou
of markets, important from the profitability poiot view) the Bank will continue its “Citi Grow” pgram

aimed at standardization of sales quality and costoservice. The network of bank outlets will be
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actively supported by remote customer service oblaniiCitiPhone, internet platform, TeleSales),
providing 24h transaction services and sales okibgrservices tailored to customer needs.

Further outlets will be adapted to expanded consuteposit taking services. The Bank will also egten
the branch network by new outlets on G9 markets.

5.2 Internet and telephone banking

Internet

The first half of 2010 marked a period of dynam&velopment of electronic service channels — both
Citibank Online e-banking and the new Citi Mobilatform.

Continuing its policy of tailoring the internet giarm to its clients’ needs, the Bank carried aub imajor
implementations of new functionality, of which thmost important was providing the elnvoice
functionality, i.e. delivering the electronic vayss of bills and invoices directly to the transactsystem.

All the activities connected with the developmehedanking made it possible to achieve the foltayvi
results by the end of the first half of 2010:

« 58% of the Bank’s clients registered with the eliag service; the number grew by 12 percentage
points compared to the end of 2009.

*  47% of the Bank’s clients use the electronic statenof the account or credit card; the number grew
by 5 percentage points compared to the end of 2009.

Apart from strong focus on the development of etstt services and their promotion among the exgsti
clients, the Bank concentrated on developmenteftednic communication methods. The wealthy client
internet service at www.citigold.pl was completefvised. The website was face-lifted visually, but
primarily it was updated from the communicationgperctive.

Additionally, the Bank became involved in activitieonnected with internet social media, developigig
another channel of indirect customer communication.

The crowning achievement of the Bank’s efforts he internet banking area was the first place in a
ranking of internet banks prepared by Méegnik Finansowy BANK, published by the Polish Bank
Association.

Citi Phone

In the first half of 2010 the CitiPhone 24h custorservice team satisfied the assumed quality stasda
for customer telephone services and the telephenvice factor (TSF) was 81,1%.

In March 2010 the CitiPhone 24h customer servieentgvas again among the winners of the bi-annual
competition for the best CitiGroup call center lre tEMEA Region and received the EMEA Bi-Annual
CitiPhone Award.

5.3 Indirect and direct customer acquisition

The first half of 2010 was a period of strengthgnimoperation of the Citibank At Work Office with
corporate clients of the Bank by offering tailonedail products to employees of those companies. Th
leading product was the personal account. Its offede it possible to acquire over 1,500 clientegtilar
remuneration inflow, and the total acquisition eeded 7,500 products.

Within the ongoing project of financial seminargidg six months the dedicated Team expanded to five

trainers, which made it possible to organize ove® Zneetings with company employees, with the
participation of over 3,000 people. The presentatiand seminars are carried out within four subject
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modules dealing with safe savings, sensible usereddit products, investing in accordance with one’s
needs and financial security at retirement age.

In connection with a dynamic development of themaek in March 2010 a decision was taken to create a
new, dedicated sales structure designed to suppdrtlevelop sales of bank products through innewati
franchise channels. The first half of the year grawabout finalization of agreements with the pansrof
Polkomtel, the owner of the Plus GSM brand, dusvtich the network grew to about 160 Plus GSM
sales outlets. At the same time, in consequencendiinkt company terminating the contract with
Polkomtel S.A. the credit card sales network desgddy 100 service outlets. The reaction to thagbs
was a decision to dispose of the external struchaeso far had supported sales in the Polkomthiel,
which resulted in significant savings. Simultandputhe growing efficiency of operation led to gribwof
sales.

The Bank has continued the project of selling d¢redrds in airports. Due to a successful sale editr
cards in the Qdcie Airport last year, the sale was expanded taattports in Krakow Katowice, Pozfia

Gdaisk and Wroctaw in the first half of 2010.

Airports are also an excellent base for acquisitibdeposit clients.

In June 2010 a new product, “The Travel Package’ added to the offer directed at clients acquied
airports.

Near the end of the first half of 2010 the DireateSAgencies started the sale of personal accounts.

6. Changes in information technology

The aim of the changes in the IT area was to imptdrfunctional, effective and safe solutions coanli
with new technology standards, product requiremesttanging regulatory environment and most of all
long-term strategy of the Bank.

In the first half of 2010, the Bank launched tedbgg projects supporting our new strategy. We also
continued various initiatives to cut costs in threaaof technology while improving the quality ofth
products offered.

All IT projects were carried out in accordance vtk priorities of the long-term business strategy.

During the first half of 2010, we implemented s@uos supporting the strategy of the Bank, contrigit
to the development of modern product range, immgguality and competitive advantage of the prosluct
offered and reducing costs:

* Launch of a new internet communication channelhi@ €lectronic banking system for corporate
clients (e-Orders), thus adding electronic sigreatarour offering,

e Launch of a new electronic banking system for caaf@clients to increase customer satisfaction and
improve its competitive position in this area,

« Implementation of the Focus module (for the purposithe Olsztyn Regional Clearing Centre) to
automate management of costs of foreign transactmrcorporate clients,

« Enabling repayment of credit card debts throughkbsa,

» Changes in FCOC to reduce operating losses anagtdmate the process of accepting customer orders
related to investment funds in Branch Offices asuding them to Transfer Agents,

* Introducing the possibility to make immediate dexis on loan applications and issue chip cards in
Branch Offices based on the agreement with CardSe8p. z 0.0.,

« Efficient transfer of the support of the TPII syatdor ATMs to an external company NextSoft in
order to reduce the maintenance costs of the system

¢ Further modification of the ECS+ (Enhanced Cardi&w3 platform for credit cards to comply with
regulatory and business requirements,

* Improvement of the CRM platform to enhance salesgss,

e Introducing the innovative Mobile Banking, whichioals retail customers to access their current
accounts and credit cards via mobile phones: cuestoare able to view their account balances, make
bank transfers, open deposits and check exchateg ra
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e modernization of business applications in line witle new IT infrastructure standards (Windows
XP/NVista, MS SQL, Java, HP OVCM etc.),

« Expanding the voice recording service at the Bariktanches and centralization of the NICE
recording system,

* reducing the costs of telecommunication infrastieetof the Bank by over PLN 500 thousand per
year through renegotiation of agreements with @l/jplers of Wide Area Network (WAN),

« successful migration of the Bank’s international W&onnections to the MPLS technology with the
250Mbps band.

Pending modifications which will have an impacttba Bank’s operations in the nearest future:

« implementing a platform for corporate clients téeotrade finance and documentary products,

« implementing a Business Process Management sysiemotlel business processes and improve
electronic processing of documents within such @sees,

» adjusting to new reporting requirements of the B&uiarantee Fund,

« consolidating CRM applications for corporate cleetd improve customer relations and reduce costs
of customer support,

e introducing a new type of ATMs for real-time boogiof deposits,

* implementation of a new generation segmentaticetafl customers,

» developing the offering for proximity cards for iadlual customers,

e introducing major improvements in the internet foah for better retail customer service, new
graphic design and possibility to open depositenenland improving the work with the sales support
system,

e continuation of the expansion of the NICE Perforgsteam in Poland — a new voice recording
technology allowing for central recording of callsing the IPT technology; improving accessibilify o
voice recording services in the Bank’s Branches,

e continuation of active support for the Branch Netwoonsolidation project and various initiatives
that focus on implementing the new strategy ofBhak.

7.  Equity investments

Equity investments of the Bank are divided into #teategic investment portfolio and the portfolib o
investments intended for sale. In the first hal610, the Capital Group of the Bank continuect@dier
policy of equity investments. The guidelines foe #trategic portfolio were: maximize profits ovdoag-
term perspective, increase market share, developecation with the Bank and expand the offeringhef
Capital Group, while the objectives for the inveshts intended for sale were: optimize results pitah
transactions and minimize risk in the related areas

7.1  Strategic investments portfolio

This portfolio includes companies that run theisibesses within financial sector contributing te th
Bank’s result on operations, as well as comparaesvhich the Bank expands its product offering and
which bring prestige to the Bank’s operations anengthen its competitive position in the Polishrkea

of financial services (Handlowy-Leasing Sp. z ol@om Maklerski Banku Handlowego S.A.). Strategic
companies also include infrastructure companieshvhie not controlled by the Bank, but are of etyiat
importance for the Bank due to their activitiescisas Gietda Papieréw Wagtwowych w Warszawie
S.A. (Warsaw Stock Exchange), Krajowa Izba Rozhoaea S.A. (National Clearing House) or Biuro
Informacji Kredytowej S.A. (Credit Information Bua®).

In terms of strategic commitment to infrastructemmpanies, the Bank plans to maintain its stake and
actively participate in working out strategic ditieas of their development within its voting rightBhe
overall aim of the Bank when exercising corporatgegnance over such companies is to maintain their
development without affecting their business openat which is taken advantage of by the Bank df we
as other financial market participants.
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7.2 Portfolio of investments intended for sale

Companies within this portfolio are those that laeéd by the Bank without a strategic aim, and idelu
companies held by the Bank directly or indirecttyg( Pol-Mot Holding S.A.), and also special-pugos
investment vehicles through which the Bank runstahfransactions (such as Handlowy InwestycjezSp.
0.0.). Some of the companies intended for saleesteuctured debts and were taken over by the Bank
part of debt for capital swap.

The strategic aims for the Bank with regard to secmpanies is to gradually reduce the Group
commitment. It is assumed that the entities wilsbt&l at the most suitable time, depending on theket
situation. The portfolio of companies intended $ade locks capital without a predetermined rate of
return. The Bank is not planning to do any new tadinvestments which would be sold later. However,
the portfolio of companies intended for sale miglatincreased with additional exposure taken oveahby
Bank as part of debt for capital swap or acquirethe course of operating activities.

8.  Other information about the Group

8.1 Rating

The Bank was rated by Moody’s Investors Service d¥os). During the first half of 2010, the ratings
remained unchanged.

As at the end of the first six months of 2010, fttiwing Moody'’s ratings were applicable:

Long-term local currency deposit rating Baal
Long-term foreign currency deposit rating Baal
Short-term local currency deposit rating Prime-2
Short-term foreign currency deposit rating Prime-2
Financial standing D+
Outlook on bank financial strength rating Negative
Outlook on long-term local currency deposit rating Negative

8.2  Bank’s share listings in the Warsaw Stock Exchange

The only shareholder of the Bank that holds att|B%s of the authorized capital and of total votiights

at the General Meeting of Shareholders is Citib@nkrseas Investment Corporation (COIC), a company
belonging to the Citi Group focused on foreign siveents. COIC is at the same time the strategic
majority shareholder of the Bank. Over 2009, thenber of shares held by COIC as well as its share in
the authorized capital and the total voting rightsthe General Meeting of Shareholders remained
unchanged and amounted to 97,994,700 and 75%,ctegbe. The position of Bank Handlowy w
Warszawie S.A. within the Citi Group structure l®wn in the diagram below:

Citibank Bank

100% 100% 100% Overseas 75% Handlowy w

Citigroup Inc. | —» Citicorp —> Citibank, N.A.| —» Investment | ——» Warszawie
Corporation S.A.

The remaining share8Z%,664,900shares representing 25% of the share capitaljreeefloating, which
means that they are publicly traded as they atlecitWarsaw Stock Exchange (WSE).

38



Report on activities of the Capital Group of Bank Handlowy w Warszawie S.A. in the first half of 2010

The price of one share of Bank Handlowy w Warsz&®vie. (BHW) as at the end of the first half of 2010
was PLN 70.3 increasing by 3.5% from PLN 67.9 atlibginning of 2010 and by 50% from PLN 47.5 at
the end of the first half of 2009.
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In the first half of 2010, BHW performed better tithe WIG Banks and WIG20 indexes.

The share price is strictly correlated to the WI@Bs index and other main WSE indexes, such as WIG,
WIG20 and mWIG40. Global fluctuations of US Citigmshare prices have relatively low impact on the
price of BHW shares.

8.3 Awards and nominations

In 2010, the Bank, its brokerage house (Dom MakieBanku Handlowego S.A.) and the Kronenberg
Foundation received a number of prestigious tidles awards:

« Dom Maklerski Banku Handlowego S.A. received twegtigious awards of the Chairman of the
Warsaw Stock Exchange:

- Award for the Largest Share in Stock Tradinghe Main Market in 2009 excluding Market Maker
transactions, and

- Award for the Most Active Market Maker in the MiaWarket in 2009;

» Citi Faktoring, Self-Government Factoring and Discted Letter of Credit were recognized in the
15th edition of the Europrodukt contest. The cdrites been run since 2000 by Polskie Towarzystwo
Handlowe Sp. z 0.0. under the patronage of the d#éniof Economy, Polish Enterprise Development
Agency (PARP) and the Chancellery of the Prime Btam. The purpose is to promote brands, product
and services that are considered best in the mank@tto recognize services that cater for the
customer needs in a comprehensive and professi@yal

« Citi Handlowy came first in the ranking of the pigius financial magazine Euromoney. In terms of
sale of products to corporate customers, Citi Hangls market share was 35.8%. The ranking is
developed every year and includes the best compasfiering cash management services. The
position in the ranking was decided through custouming as the customers reported the size of
currency trading with their home banks;

* In January 2010, the Bank was awarded in the “Clgark” contest held by the Ministry of the
Environment. The contest promotes best educatimrapanies in the area of environment protection
and is open both to companies and public institstio

« The WWF, which organized An Hour for the Earth dyewarded Citi Handlowy with the official
partner title — a unique recognition consideringf filact that Poland was the only country in whiéth C
received such a title;
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< Environment protection and education practicesivedel9 points out of the maximum 23 in the CSR
Best Practice contest held by Deloitte, PKPP Leamiand NSZZ Solidargé;

« As an environmentally responsible financial ingtita, the Bank was ranked as first, winning 92
points out of the maximum 100 in the Responsiblem@any ranking prepared by
PricewaterhouseCoopers;

< Citi Handlowy won the 2009 Benefactor of the Yearaed in the category of Strategic Corporate
Social Responsibility Programs, which was awardaedts comprehensive and long-term strategy of
financial education provided to the Polish societgsried out by the Kronenberg Foundation.

The purpose of the Benefactor of the Year contedioi promote social involvement and social
responsibility of entrepreneurs, as well as to rimf@f social actions and programs that have been
carried out with the help of enterprises, their Eaypes and NGOs. This is the most prestigious award
for social involvement of business;

« 0On 17 May 2010, the Minister of Culture and Natiadaritage decorated the Kronenberg Foundation
with the Order of Merit for Polish Culture (“Zaghny dla Kultury Polskiej”), recognizing its
contribution to the recovery of Wojciech Gerson&nting “The shepherd’s concert” (“Odpoczynek
w tatrzaiskim szatasie”) lost during World War Il, and addedhe collection of the Royal Castle in
Warsaw. The Order is awarded by the Minister oft@el and National Heritage to remarkable
persons or institutions creating, promoting or @cting the Polish cultural heritage.

8.4  Social responsibility

The social responsibility mission is carried oubtigh the Kronenberg Foundation which acts on thehal
of the Bank in support of work for the common good.

During the first half of 2010, the activities ofetfFoundation were focused on financial education,
promotion of entrepreneurship and innovation amdegation of the national cultural heritage.

Programs were carried out as follows:

Od grosika do ztotowkijFrom groszes to zlotys)

This is the first such program in Poland focusedfinancial education and targeted at primary school
students, carried out with the help of Fundacja ddiezowej Przedsibiorczaci (the Polish chapter of
Junior Achievement). The program is carried outdpchers and volunteer workers from the Bank, and
supported by the parents. The purpose of the pmogsao help develop saving habits in children Idui
the sense of value based on work, make use of mamgjearn rational shopping. The program is daect
to the &' formers and consists of two parts: first, for fil@ys children participate in an interplanetany tri
visiting planets such as Grosz, Purse, Piggy Bdioly, and Zloty, learning how to tell the difference
between coins and banknotes, and how to earn amd sioney, and learning about the influence of
advertising and principles of rational shoppingeThst part ends with one-day workshops on sayings
called “Little wandering grosz” (,Grosikowe adréwki"). For the next two weeks, children work kvit
their parents writing down all expenses. The sequrtiis summed up with workshop at school wheee th
children visit the Black Hole and find out reasdoslosses of money as well as plan actions togmev
unnecessary spending.

In May 2010, a two-day seminar was held for thechea participating in the project. At the beginnaig
the 2010/2011 school year, the participants waintrthe teachers in each province, who will run the
program at school.

In June, the first part of the evaluation studyl wi¢é held on a representative group of particigatin
schoolchildren. The second part of the study \aitet place in the second half of the year and aébetsv
the evaluation report will be developed.

The “Grosikowy rebus” riddle contest was also oigaah, and was attended by 45 schoolchildren.
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Moje Finanse(My Finance)

This is the largest educational program in Polaenabted to economy, carried out with the NationahiBa

of Poland and Fundacja Mtodzmwvej Przedsibiorczdci. It is addressed to secondary school students.
The program consists of five thematic modules: HowLike Banks, My Investments, Investment in
Future, Safe Finance, and The World of Finance.

In the first half of 2010, the text and graphicday of the materials distributed to participatiegthers
were updated. The focus was to adapt to the cusiardtion in the personal finance market and ® th
readers’ preferences. The Bank also developeddheeit of a series of training courses for teachers
which will be held in the second half of the yeBine training will cover 1,650 teachers, who wilteése
the updated aids.

Banki w Akcji (Banks in Action)

This is an economic education program designeddoondary school students who already have certain
knowledge of finance and banking. This is a kindmafhagement course, which allows schoolchildren to
learn about and develop their knowledge of strateganagement, analytical thinking and decision

making — in other words, it develops a general Kedge of how the banking sector operates. The
program is implemented by the Kronenberg Foundatimh Fundacja Miodziewe]j Przedsibiorczaci.

During the first half of 2010, two parts of the gram were implemented:

e Banks in Action — Entrepreneurship Day w Akcji— one such day in a year when secondary school
students are invited to the Bank to see what tindkdyés work is about. The project is implemented as
part of the all-Poland event Entrepreneurship Day.

In 2010, the Entrepreneurship Day was held on 1&cMaAs many as 225 students had training at
Citi Handlowy on that day.

* Finance Knowledge Olympics — Banks in Action- this event is organized in cooperation with the
National Bank of Poland, Fundacja Miodzmeve] Przedsibiorczagici and eight Academies of
Banking. The Olympics is officially recognized blyet Ministry of Education and is targeted at
secondary school students who have special interesbnomy.

During the first half of 2010, work on thé“3:dition of the Olympics began under the Personal
Finance slogan. The actual games will take plac@dtober, November and December 2010.

Innowacje w Bankowsci (Innovation in Banking)

This national contest organized by the KronenbengnBation and the Bank is designed f&rt@ 5" year
students of all types of universities. Its purp@s® inspire young people to work out innovativesiness
solutions. The contest is an opportunity to usenkadge and creative power of young people and boost
their confidence about future career development.

Micro Company of the Year 2010
This contest was developed for micro company owngénsough the contest, the Foundation wants to
promote active attitude to entrepreneurship, eragmipeople to establish their own businesses amd us
the best performers as examples.

The winner of the Bedition of the contest awarded with the title f Micro Company of the Year 2010
was Centrum BadeDNA from Pozna headed by Mr Jacek Wojciechowicz, which was noteithdy the
Office of the Marshall of the Wielkopolskie Provanc The awarded company promotes latest
achievements of molecular genetics in the markehedical diagnostic services, and develops new test
methods and techniques.

The official ceremony was preceded with presentatib the results of the study “Success Factors of

Micro Companies in Poland” conducted in May 2010ty Kronenberg Foundation in cooperation with
Microfinance Centre and Pentor RI; after the presteon, a discussion on the study was held.
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Pilot Debtor Assistance Program

This is a new program designed by the Kronenbetméation in collaboration with the Union of Citizen

Advice Bureaux. The main objective of the programnto prevent negative consequences of debt by

expanding services of the Bureaux.

The project is targeted at three groups:

* People in debt who look for help to solve theiafigial problems;

* Counsels of the Citizens Advice Bureaux who wargrtavide knowledgeable assistance;

* Coaches of the Union of Citizens Advice Bureaux wiilb pass on new skills connected with helping
the indebted.

As many as 27 Bureaux that reported an increasdebt-related advice in 2009 were selected to
participate in the program.

Award of Bank Handlowy w Warszawie S.A.for outstanding contribution to the development of
economy and finance

The award promotes the most valuable publicatiewoid to the theory of economy and finance. It is
considered to be the most prestigious Polish rdtiognn the field of economy.

During the first half of 2010, preparations werededor the 18 edition of the Award contest, with the
total of twenty entries received. Because of thatluef Professor Leszek Zienowski, Professor Ueszul
Grzelaiska was appointed the new Head of the Jury.

Czas na mtodycliTime for Youth) contest

To popularize the work of the laureate of thd' #8lition of the Award of Bank Handlowy w Warszawie
S.A., the Time for Your contest was developedpésicipants were asked to find a way to handlegetd
deficit. The contest results were announced on H8cM 2010 during a debate under the title “Public
finance imbalance: is the debt a real threat outaré decade myth?“, held at the Warsaw Economic
University.

Professor Aleksander Gieysztor Awards the most prestigious award for the protectiothef national

cultural heritage. It is given annually to privatdividuals and institutions for:

e activities connected with institutions such as s or libraries, for conservation and archiving of
works of art,

» preserving and protecting Polish cultural heritaghome and abroad,

* initiatives aimed at collecting and protecting atéil heritage traces and memorabilia,

e promoting the awareness of the need for and metbiggiotection of the cultural heritage in Poland.

The winner of the 1 annual Award was Professor Andrzej Tomaszewski whs recognized for his
work in the field of Polish cultural heritage pratien, and in particular for personal involvement i
organizing Polish and German collaboration to ptotiee common heritage.

Presenting the Royal Castle in Warsaw with WojcieclGerson’s painting“ The shepherd’s concert”

On 1 June 2010, Stawomir S. Sikora, President ef Management Board of Bank Handlowy w
Warszawie S.A., handed on behalf of Kronenberg Hation the painting of Wojciech Gerson “The
shepherd’'s concert” (“Odpoczynek w tatigkim szatasie”) to Professor Andrzej RottermundgBtor of
the Royal Castle in Warsaw.

This remarkable painting dates from 1862 and isicimmed one of the best works of Wojciech Gerson. |
was owned by Leopold Kronenberg, the founder oflB®dandlowy w Warszawie S.A. Like many pieces
from Kronenberg collection of Polish painting, twerk was lost during World War Il and was included
in the registry of lost Polish works of art. Howevafter many years it was found on sale in Sotlsebtya
London British and Continental Picture auction.njaéfforts of the Ministry of Culture and National
Heritage as well as Polish diplomatic posts enabtedFoundation to negotiate with the South African
owner of the picture and the final recovery. Thimfiag was added to the collection of the Royalteas
Warsaw on 1 June 2010.
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Employee Volunteer Work Programis a project that aims at developing social invoieat of the Bank
employees. The main pillars of the program are: [WGiti for Community Day, involving employees of
the Bank in financial education or an innovativéiative of volunteer work during team buildinggs.
Moreover, the employees may choose an option dafidimidual volunteer work or take part in the Santa
Claus Assistant event. The staff provides helpviddially or in organized groups.

During the first half of 2010, a student conteStudencki Projekt Spoteczny — Zaskxeatorem Zmiah
was developed. It was directed to the Warsaw Usityestudents who were to develop a volunteer work
concept project. The Bank received 21 contestesamnd published the contest results on 16 June.

Volunteers from Citi Handlowy took part in 16 profg, including Chopin Open, the educational project
helping children to learn about the works of Frezi@hopin, and the"8finals of the“Cata Polska czyta
dzieciom” (‘Read to your kid”) campaign.

In addition, the Foundation participates in the kvof an inter-sector team to prepare celebratiothef
European Year of Volunteering 2011 in Poland, andesJanuary 2010 the Foundation has been taking
care of volunteering in Poland.

More trees thanks to you

This program is carried out by Citi Handlowy alowith the Kronenberg Foundation and the Nasza
Ziemia Foundation. Its purpose is to promote “gtdwabits and encourage Citi Handlowy clients tot qui
paper account or credit card statements and shéfiectronic ones. As part of the program Citi Hamgy
planted one tree on behalf of each customer whinleét¢o switch to electronic statements.

More and more customers decide not to receive papssunt statements. On behalf of each customer
who decided to switch to electronic statementsd09 Citi Handlowy planted 141,000 trees in spring
2010. During the educational part of the progrartre@ planting workshops were held for studentsfro
Warsaw schools.

On 17 June, the Bedition of the event was summed up. In Chojnowdkiests, Citi Handlowy
volunteers built fencing around oak tree nurseny e participating middle school students cleahed
forest and took part in educational activities.

Grant Program is a contest through which the Foundation suppbgsnost valuable projects carried out
by non-profit organizations in the area of educatiad local development. In the first half of 20@€ants
were given to both local and national projects.il2& June, the Management Board distributed 18tgra
in the total amount of PLN 401 thousand.

VI. Key risk factors relating to the operations of theCapital Group of Bank
Handlowy w Warszawie S.A.

1. Keyrisk factors and threats relating to the Gro  up’s environment
1.1 Economy and macroeconomic environment

Despite symptoms of economic upturn in Poland ehistill much uncertainty regarding its duratitn.
has been associated with a gradual deterioratioth@fcountry’s public finance manifested through
increase in the public debt close to the prudettti@sholds defined in the Public Finance Act.hia tase
of negative macroeconomic shock the public debthimigcrease over 55% GDP, calling for a much
tighter fiscal policy. Reduction of the public dgfi and debt would probably require cutting on
expenditure and tax raises, leading to a slowen@oc development and deterioration of the financia
condition of households. Moreover, the fears offthancial market participants regarding the stdtthe
public finance in Poland might lead to higher vititgtin the FX market and possibly affect the zlot
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High fiscal deficits and debts of certain euro zonantries create a risk of slowing down the GD&gh

in the Western Europe. Due to strong trading andritial ties between Poland and the euro zone, the
events in the Western Europe may cause risks rPiblish economy. Slower growth of GDP of the
major business partners may lead to diminishingadehfor Polish export. At the same time, the euro
zone debt crisis may affect the climate in thertial markets, leading to a weaker zloty and malking
more difficult for Polish companies to get exterfuaiding.

1.2  Regulatory risks

Any changes in the economic policies or in the llegstem could have a considerable effect on the
Bank’s financial condition. In terms of banking s®aregulations, a particularly important role isyed

by acts and the related secondary legislationudinl regulations of the Ministry of Finance, regmns

of the Management Board of the National Bank ofaRdI(NBP) and the orders of the Chairman of NBP
and resolutions of the Polish Financial Supervishthority. From 1 January 2008, the Polish Finahci
Supervision Authority (“KNF”) took over the righsnd responsibilities of the former Commission for
Banking Supervision (“KNB”).

In terms of the regulations mentioned above, tlbsey significance include:

« admissible concentration of exposure limits (BagKiaw);

« maximum level of equity investments in the capitalrket (Banking Law);

e liquidity, solvency and credit risk standards (tatons of the Commission for Banking
Supervision/Polish Financial Supervision Authotity)

e risk management at the bank (Banking Law, resalgtiof the Commission for Banking
Supervision/Polish Financial Supervision Authotity)

e calculating and meeting reserve requirements (NBE #esolutions of the Commission for Banking
Supervision/Polish Financial Supervision Authosrtyd resolutions of NBP’s Management Board);

» taxes and related instruments;

e Act of 7 July 2005 amending the Civil Code and otlagvs limiting maximum interest on consumer
loans and maximum amount of fees and charges delatguch loan;

« limits regarding extension of mortgage-securediforeurrency loans, specified in Recommendation
S of the Commission for Banking Supervision;

e Act of 16 February 2007 on protection of competitamd consumers;

e Act of 23 August 2007 on counteracting unfair magkactices;

« Act of 16 November 2000 on combating money laumdgand terrorist financing;

e Act of 29 July 2001 on consumer credit;

« limits regarding extension of mortgage-securedifpreurrency loans, specified in Recommendation
S(Il) of the Polish Financial Supervision Authority

< Recommendation T of the Polish Financial Supermisfathority on good management practice
concerning risk of retail credit exposure;

¢ Recommendation | of the Polish Financial Supervisiduthority on management of foreign
exchange risk in banks and rules of performingdaations subject to foreign exchange risk by
banks;

* Recommendation A of the Polish Financial Supermigdithority on management of risks related to
derivative transactions conducted by banks.

Due to failure to implement Directive 2007/64/EC 18 November 2007 on payment services in the
internal market (Payment Services Directive, PShiw the required timeline, i.e. until 1 November
2009, the process of adapting operating activitiethe entities covered by PSD was not completed in
accordance with the European Union requirementthdrfirst half of 2010, further legislative workag/
conducted in order to transpose the EU regulafidinsthe national law.

Additionally, due to failure to implement Directi&008/48/EC of 23 April 2008 on credit agreements f
consumers within the required timeline, i.e. ubfilJune 2010, the process of adapting operatimgtaest
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of the entities covered by such Directive was rmmngleted in accordance with the European Union
requirements.

Moreover, due to failure to implement Directive 2(8D/EC of 21 April 2004 on markets in financial
instruments (MiFID) and the secondary legislatioe, Commission Regulation No. 1287/2006 and
Commission Directive No. 73/2006 (both of 10 Aug@606) within the required timeline, i.e. until 1
November 2007, the process of adapting operatitigtées of the entities covered by MiFID (investnte
companies and lending institutions conducting itmest activities) was not completed in accordance
with the European Union requirements. In 2008, hertlegislative work was conducted in order to
transpose the EU regulations into the national lewparticular into the Act on trading in financial
instruments and the related Minster of Financegsilations. However, the process of implementatias w
finalized at the end of 2009 when changes resuftimg the judgment of the Constitutional Tribunadre
introduced to the text of the regulations; the @itunsonal Tribunal evaluated them at the requédghe
President of Poland. The act amending the previegsilations on financial instrument trading was
published on 6 October 2009 and came into forcehen14" day after its publication, whereas the
secondary regulations were published on 2 Dece2®®@9 and came into force on 16 December 2009. A
6-month adjustment term was granted to the Banlctwéxpired on 16 June 2010.

Changes in the legislation pertaining to the abmsees also refer to the Bank’'s subsidiary Dom
Maklerski Banku Handlowego S.A.

1.3  Competition within the banking sector

The Polish banking market has proved to attraenttin also in the times of recession. Despitengtro
competition from other banks, new banks with lititeno presence in the Polish market have watdhied t
sector very closely. This has been proven by aidereble number of potential buyers interestedhosé
banks that are already in the Polish market, bué li@en put on sale offered for sale, or by thelbarof
notifications on the intention to run cross-boradetivities based on common passport, filed with the
Financial Supervision Commission. Increased corfipetfosters development and leads to better qualit
of the offered services, which translates to beattestomer satisfaction, but also poses a threabidk
profits. The existing process of consolidation whiwvas caused by difficult position of certain bank
owners in Poland might reduce competition in tleistar.

Increased credit risk being a result of financiffialilties of some companies, combined with probégic
situation of individual customers due to rising nnpdoyment forced the banks to be more careful while
assessing creditworthiness of their clients. Thogeebanks will put more effort into maximizing rédas
with the existing customers rather than turn to wews. This should bring positive effects in a loegn
perspective such as reduction of risk costs anddugment of the banking sector results.

2. Key risk factors and threats relating to the Gro  up and its operations

2.1  Liquidity risk

Maturity mismatches between loans and the undeylgieposits are a typical aspect of banking activity
and these occur at the Bank as well. They could gae to potential problems for current liquiditere
there to be a build-up of large payments to custermdanagement of the Bank's assets and liabilities
including regulation and control of liquidity risks the responsibility of the Assets and Liabilitie
Committee (ALCO), which maps out a strategy latgplemented by the Treasury.

The main task of the Assets and Liabilities ManageinCommittee is management of the Balance Sheet
structure to increase its profitability, definingnaissible limits of financial risk undertaken inricas
areas, coordination of the pricing policy in terofisnterest rates and making decisions on transieing

in the Bank.

As part of liquidity risk management, ALCO is respible for preparing and implementing a uniform

policy of managing the liquidity risk in the Ban&pproving the annual liquidity plans and plans of
funding the assets of the Bank, as well as liguililihits and contingent plans regarding liquidityalso
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determines the threshold values (limits) for vasi@ources of funding and conducts regular reviefvs o
liquidity risk reports.

The Bank’s deposit base is stable and diversifiddreover, the Bank has a large portfolio of liquid
securities, good access to interbank market funding adequate capital. The liquidity risk level is
therefore low.

2.2  Foreign exchange risk

The Bank performs foreign exchange transactions botbehalf of its customers and for its own actoun
and holds open FX positions within the establislmits. As a result, the Bank is exposed to excleang
rate risk and it is uncertain whether future movetsén exchange rates will or will not have an adee
effect on the Bank’s financial condition. The cahtver foreign exchange risk is the responsibiityhe
Market Risk Department, which cooperates in thisaawith the Treasury Department responsible for
managing liquidity and currency position. The manksk of Bank’s own position is moderate and the
Bank’s Value at Risk limit for open FX positionshislow 1% of the Bank’s capital base.

2.3 Interest rate risk

As is the case with other Polish banks, the Bardkosed to mismatch risk regarding the reprisingso
assets and the liabilities that support them (oiskevaluation gap), as well as the risk that dsaturities
and interest rate based derivatives may be semgiivmarket interest rate fluctuations (pricing)idn
terms of revaluation gap risk, interest rate riskyrarise where it proves impossible to offset #@ikif
income caused by lower rates on interest on lohrsugh a corresponding reduction in the rates of
interest paid to depositors. As far as pricing iskoncerned, interest rate risk might occur inations
where changes in the market interest rates nefjatifiect the trading portfolio valuation and ditlgocon

the Bank’s income or the value of equity of the Banthe case of securities held for sale. Managg¢me
of interest rate risk is one of the functions & Bank’'s Assets and Liabilities Committee, whicAmong
other things — develops the Bank’s pricing poligiegarding interest rate risk. The interest ratk kevel
during the first half of 2010 was low to mediumdase of trading portfolios and medium in case of
banking portfolios.

2.4 Credit risk

Credit risk is understood as a potential loss mgisiom the borrower’s failure to repay their catual
liabilities due to insolvency or other reasonsjrigknto account the collateral, unfunded creddtection
and other loss-reducing agreements. The Bank mmsnits credit portfolio on an ongoing basis,
classifying the assets in accordance with appleabgulations, and establishes the required panssi
against loans. The Bank’s Management Board is efdpinion that the current level of provisions is
adequate. Given a possibility of changes in thereal environment or the emergence of other fac¢has
could have a negative impact of the financial situeof the Bank’s customers, it is not certaint timathe
future the need to provide additional provisionagainst the existing portfolio will not have an atse
effect on the Bank’s financial condition, or thaetprovisions and collateral in place will provéfisient

to absorb any potential losses arising from lendictiyity.

2.5 Equity investment risk

Equity investments can be divided into two categgrstrategic and held for sale. The strategicsimrent
portfolio includes the Bank’s shares in Polish ficial institutions being of a strategic significarto the
Bank due to its operations. The exposure held dt gsually results from debt to capital swaps iaral
remainder of the Bank’s past investment activitiesiestments are made directly by the Bank or
indirectly via the Bank’s investment companies @00wned by the Bank). For some of the equity
investments, the assessment is based on the agsumpfinding a strategic investor for the company
which the Bank holds shares. Moreover, due to abeurnf macroeconomic effects, the situation in the
equity market and other factors having an impacadtivities of the companies in which the Bank is a
shareholder, the selling price of owned shares tmay out lower than expected, or even lower than th
book value of the shares. The bank monitors antt@lsrequity investments in its portfolio on an oy
basis, and has made substantial provisions retatestich investments, hence the risk level relating
further drop in the value of the Bank’s investmgaitfolio is low.
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2.6  Operating risk

The Bank’s Group defines the operating risk as ssite loss resulting from inadequacy or default of
internal processes, people or systems, or fronrreadtevents.

Operating risks includes risk of business practieed reputation risk. Operating risk also inclutizsl
risk, but it does not cover strategic risk or rigkpotential losses resulting from decisions to arteke
credit, market, liquidity or insurance activitykss

The Bank’s approach towards operating risk wasnéefiin the internal procedures. The purpose is to
create a consistent, effective and added-valuevmie system for operating risk control, evaluation,
monitoring, measurement and reporting, and for imgweneral efficiency of the internal controlghim

the Bank’s organization. The Risk and Control 2a§essment (RCSA) process was implemented by the
Bank to help evaluate effectiveness of the corgystem. The Bank manages operating risk using,tools
techniques and systems/applications whose affeciwireviewed, confirmed and expanded on a regular
basis.

Operating risk management also includes manageofehé risk of compliance risk, which is understood

as the risk of non-compliance with regulations,luding international regulations or laws of other

countries that have an impact on the Bank's opmratiinternal regulations and the code of conduct
adopted by the Bank. Compliance with the laws, rivéie regulations, corporate regulations, ethical
standards and best practice is a duty of eacharg employee of the Bank.

The Bank’s Supervisory Board and Management Boaetlsee management of operating risk and in this
process are supported by various Committees aneéparate unit responsible for operating risk
management.

Synthetic information on operating risk is discukaad reviewed by Committees that support the wbrk
the Management Board and Supervisory Board of g#m&kBSuch information contains data that allow to
monitor operating risk profile of the Bank (resutif internal controls and external audits, resolts
RCSA, KRI-Key Risk Indicators, losses on operatjdd®B and information security updates, problems
and corrective actions, capital requirements, ame$s tests).

Due to low appetite for residual operating riskoglerating risks (including IT risk, legal riskpmpliance
risk, strategic risk etc.) will continue to be mged through effective control environment. The main
goals for years 2010 to 2012 will focus on impravand enhancing operating risk management tools and
techniques.

Use of outsourcing enables more clients to havesacto information on products and services offéesed
the Bank, and to new technology solutions withalditonal expenditure. The Bank intends to continue
using outsourcing, especially in the area of infation technology, and in cases when such outsayisin
justified by business needs and does not threatfenoperations of the Bank. As outsourcing is mdy o
benefits but also an increased risk, the Bank estrito mitigate such risk in particular by: ensuring
compliance with the external laws and internal fagons, effective internal controls, monitoring of
cooperation with third parties, ensuring safetypadcessed data and the banking secret. The dedsion
outsource banking activities is always taken byNlamagement Board of the Bank.

The Group applies a standard method (STA) to catleithe capital required to cover the operatinky ris
The Bank adjusts the level of capital to the leapt type of risk as well as the nature, range and
complexity of operations. For that reason, the Bamidemented the internal capital adequacy assegsme
process (ICAAP). As part of ICAAP, the Bank estiegtallocates and maintains capital at the level
adequate to the risk profile and a well-define#t eppetite. The purpose of the well-defined rishetjte

is to ensure safety of the operations and implersieategic goals for capital returns.

2.7 Contributions to the Bank Guarantee Fund

Pursuant to the Act on the Bank Guarantee FundBémk is included in a mandatory deposit protection
scheme for personal deposits. Banks included smdtihheme are required to make specified payments to
the Fund.
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Due to a generally worsening situation within tlenking sector, or bankruptcy or financial distre$s
any of the participating banks, it might prove resagy for the Bank and other participants in thakBa
Guarantee Fund to make large payments to the kumdpportion to the sums held within the indivitlua
deposit protection funds established at a givetitii®n. This could have negative repercussionstie
Bank’s earnings

VII. Prospects for the development of the Capital Groupf Bank Handlowy
w Warszawie S.A.

1. General objectives for the Group development

The Bank’s main objective is to increase systeraliyicshareholder value by ensuring an appropriate
return on equity, as well as maintaining liquiditgd capital adequacy at an appropriate level tarens
customer safety and strengthen their trust in tekB

In the nearest future, the Bank will focus on ggtbening relations with the existing clients, oiifigrthem

a tailor-made range of products and services. Tdwe customer segmentation was based on behavior
patterns as well as scope of relations with thekBdrme Bank wants to be the leader in terms of
innovation of the offered solutions, focusing at tekame time on ensuring the highest customer
satisfaction in the market. To this end, the Bamlvelbped appropriate quality standards for each
individual customer group and introduce qualitatp@rameters to the employee incentive schemes.
Moreover, the development of the banking serviagsvark will be adjusted to the customers’ lifesgyle
moving towards integration of traditional bankingttwphone and internet banking. The Bank will be
striving for a considerable increase in the numbleicustomer contact points, increasing tenfold its
presence in Poland.

1.1 Banking services to corporate and institutional customers
The Bank is a leader in the corporate banking mankEoland.

In 2010, the Bank plans to expand significantlyrigdations with the existing clients, focusing dwe t
offered service quality and on changing the custaeevice model to make it best suited to the gusto
needs. The ultimate goal of the Bank is to maxinsizetomer satisfaction from products and serviaed,
to achieve the position of the leader of innovatitex offers innovative solutions. The Bank wiliat to

strengthen relations with corporate clients andaexighe area of cooperation. This will also meat the

Relationship Manager will have to devote more ttméearn about the needs of the customers.

An important part of the Bank’s revenues will bengeted from trade finance, cash management and
Treasury products, including foreign exchange. \tative products of the highest quality will be ey
factors behind the Bank’s competitive advantagpe@ésally in relations with the most demanding naailo

as well as international customers.

While making the required changes resulting fromnkw strategy, the Bank will focus on achieving th
highest operating efficiency possible.

Continuing implementation of its strategy for yedafd 0-2012, the Bank added investment bankingsto it
range of services. Customers have at their disogsdm which is unique in the equity market, cstirgy

of: Citi Handlowy, which has been the leading bdokprovide services to corporate clients, Dom
Maklerski Banku Handlowego, the no. 1 in the maifdstshare in the stock trading in WSE during the
first half of 2010 was 15.3%), and Citi investméankers with access to investment banking expezienc
and the global group of clients and capital. Usifighese assets, the Bank plans to intensifydtivities

in the investment banking area.

1.2  Brokerage activity

The market share of DMBH measured as the valueading in the WSE in the first half of 2010 was
15.3 %, which helped DMBH maintained its leadergiogition in the market.

Brokerage activities are to a considerable extetegrdhined by circumstances in the Polish equityketar
which may be quite volatile in view of the prevagiuncertainty.
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In terms of revenues, the prevailing segment of bMBIstomers is still corporate customers. The dim o
DMBH is to maintain its share in that segment.

Both current public offering (PZU, Tauron) and tlanned ones (WSE) of a considerable value should
encourage interest in the Polish market of shaneb® part of international investors, who alonghwhe
local financial institutions are the largest granfgustomers of DMBH.

1.3  Consumer banking

Within the consumer banking area, in the seconftidi&?010 the Bank will continue its strategy admpt
for years 2010-2012. The Bank will strive to ensap@ropriate service level for each particular segm

of the retail market. Strengthening relations wtitle existing Customers by increasing the number of
product available to customers will the primary Uscof the Bank in the retail market. This will in
particular concern clients that only have a creditl product.

Apart from the need to ensure appropriate sengeel] the Bank will focus on developing its rande o

products. Innovative concepts will be sought fopat products, while insurance products will be
enhanced with additional options relating to propeand life insurance. As far as credit cards are
concerned, these will be tied up to a unique distsaheme.

Alongside, new distribution channel and customertact channels will be developed. The development
will consist both in improving the already existimhannels (e.g. internet) and the new ones (mobile
banking). The Bank will strive to provide its rételients with a whole range of possibilities farntact
with the Bank, depending on the preferences aneicuneeds of the customer.

The area in focus will be high net worth clientbeTBank will aim to maintain its leading positionthe
market by carefully analyzing the clients’ investrneeeds using advanced analytical tools. In auidit
whole range of special benefits and privilegeslaié to affluent clients will be developed.

VIIl. Best practice and management principles

1. Best practice at the Bank

By the resolution of 13 May 2008, the ManagemerdrBmf the Bank expressed its willingness that the
Bank should follow corporate governance principbessented in the Code of Best Practice for WSE
Listed Companies, except for:

0] Principle 1.3 (directed to the Management Baand rule 111.9 (directed to the Supervisory
Board) regarding Supervisory Board’s approval ajnsicant transactions/agreements with related
entities, with regard to agreements executed with@a operating business of the company, connected
especially to liquidity management; and

(ii) Principle IV.8 regarding replacing the entidyithorized to audit the financial statement attleas
once in 7 business years;

On 20 May 2008, the Supervisory Board also passeesalution to introduce corporate governance
principles included in the Code of Best Practiae\WMSE Listed Companies, except for the rules irtdta
before in the Management Board’s resolution.

On 19 May 2010, the Warsaw Stock Exchange maderema@ment (first since 4 July 2007) in the Code
of Best Practice for WSE Listed Companies. The Cads adapted to the latest changes in the law,
current international trends in corporate govereaand expectations of market participants. Chaimges
the Code of Best Practice came into force on 1 20K0. Through its resolution of 20 July 2010, havi
reviewed the changes in the Code of Best PracticdMSE Listed Companies, the Management Board
decided to declare its willingness to follow therpmrate governance principles included in the
amendment to the Code of Best Practice for WSEedi€€ompanies and present those changes to the
Supervisory Board and recommend to the SuperviBogrd a resolution concerning Bank’s compliance
with the changed rules. For other areas of corpogatvernance, the Management Board of the Bank
decided to uphold its declaration expressed indtter of the Management Board of 13 May 2008.

49



Report on activities of the Capital Group of Bank Handlowy w Warszawie S.A. in the first half of 2010

The Bank wishes to be the most respected finamgttution in Poland, of the significant level scial

and business responsibility. Since 2003 the Bati&viis the corporate governance principles adopted b
the Warsaw Stock Exchange in form of the Code aft Beactice for Public Companies 2005 and since 1
January 2008 in form of the Code of Best Practmme WSE Listed Companies; in case of the latter
document the governing bodies of the Bank madeogigion that three principles may not be applicable
to the Company’s situation. The main purpose ofpidg corporate governance principles as a standard
for operations of the Bank is to build transpamefations between all bodies and entities involethe
Company’s operations and ensure that managemethed€ompany and its business is performed in a
proper and diligent way, ensuring loyalty to alasfholders.

A separate part of reports on the activities ofBlamk and Bank's Capital Group in 2009 is statenaént
the Management Board on applying corporate govemaninciples in the Bank in 2009. The statement
includes information mentioned in the Regulationttud Minister of Finance of 19 February 2009 on
current and periodic information published by issus securities and on the conditions under whiath
information may be recognized as equivalent tormétion required by the law of a non-member state
(Journal of LawdNo. 33, item 259, as amended).

One should stress that the willingness to enswaesparency of the operations of Bank Handlowy w
Warszawie S.A., especially relations and proceswden the Company’s statutory bodies, resulted in
introduction of below-mentioned best corporate ficac

1.1 Investor relations

An integral element of the Bank’s information pgliche purpose of which is to cater for information
needs of all persons and institutions intereste€ampany information, are investor relations, which
ensure information to the existing and potentigéstors as well as the capital market analysterins of
investor relations, the main tools of the inforraatpolicy are:

e gsystematic contacts with analysts and investora given company in form of teleconferences and
meetings, also at the Bank’s premises, attendethéymembers of the Management Board of the
Bank;

e support of the Public Relations during quarterhegs conferences for media, organized after
publication of interim reports;

« publishing on the website current information oa Bank and its projects, and all current and interi
reports. The website also enables contact with Itlvestor Relations team which has a broad
knowledge of the Bank and the Capital Group;

* enabling media to be present at the General Meefitige Shareholders of the Bank.

1.2  Transparency

The Bank continues to undertake initiatives to eehibetter transparency of the Bank’s organization,

division of rights and responsibilities and operatof its governing bodies and their mutual relagio~or

that purpose:

« the Bank has been publishing its financial repdmtsaccordance with the International Financial
Reporting Standards (IFRS) since 1 January 2005;

» half of the Supervisory Board is composed of indkeleat members, including independent Chairman;

» as part of the Supervisory Board, Audit Committes been established, which is composed of two
independent members of the Supervisory Board, emglthe Committee’s Chairman;

» salaries of the members of the Company’s goverhodjes are adequate to the size of the Company
and reflect their scope of responsibilities;

« all important internal regulations, as well as doents and information relating to General Meetings
of the Shareholders of the Bank, are availableehead office of the Bank and on its website.

1.3  Protection of minority shareholders

The Bank provides appropriate protection of thétsgf minority shareholders within the limits alled

by the capital nature of the Bank and the corredimgnsupremacy of the majority over the minority. |
particular, to ensure equal treatment of its shaddrs, the Bank has adopted, among others, the
following principles:
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« General Meetings of the Shareholders of the Baekahways held at the head office of Bank in
Warsaw,

« representatives of media are allowed to be pregghte General Meetings of the Shareholders,

e according to the adopted practice, all importantemials required for a General Meeting of the
Shareholders, including draft resolutions reviewsgdhe Supervisory Board, are made available to
the shareholders at least 14 days before the dalte 6eneral Meeting at the head office and on the
website of the Bank,

e General Meeting of the Shareholders acts accortinits bylaws that define in detail the rules of
holding meetings and adopting resolutions,

* General Meeting of the Shareholders is attendedmigynbers of the Supervisory Board and
Management Board, who give explanation and infoilonadbout the Bank to other participants of the
Meeting within the scope of their responsibilities,

« members of the General Meeting of the Shareholtleas object to a resolution have the right to
justify their objection. In addition, each partiait of the Meeting is allowed a possibility to make
written statement recorded in the minutes of thetig.

2. Best practice in Dom Maklerski Banku Handlowego S.A. and Handlowy
Leasing Spotka z o.0.

Dom Maklerski Banku Handlowego S.A (DMBH) and Haowly Leasing Spotka z 0.0 (HL) are not
public companies, therefore they are not requicedbiow the Code of Best Practice for WSE Listed
Companies or make any statements in that respeatever, due to their important role in the Capital
Group, the following circumstances should be coergid.

DMBH is a member of the Brokerage House Chambertlansl must follow the Code of Best Practice of
Brokerage Houses developed by the Brokerage Hohaener. The Code does not regulate the question
of corporate governance, but most of all conceulssrof business secret protection, relation with
customers, conduct of the brokerage house emplpymaading relations with other brokerage houses.
DMBH is an entity that is subject to the Act ondiray in financial instruments and therefore apeoirf

the Commercial Companies Code, it follows certdé@ments of the corporate governance resulting from
the Act and its secondary regulation; among othiigs, pursuant to Art. 103 of the aforementioreed |
the Management Board should consist of at leastethlmers with university degree, at least 3-year’'s
working experience in financial institutions andbdaecommendations. The Polish Financial Supenvisio
Authority is informed by DMBH on changes in the M@ement Board. In addition, DMBH must send
mandatory reports to the Polish Financial Supeaswigiuthority (including reports on any changestia t
composition of the Management Board, or reportgesolutions of the General Meeting of Shareholders)
The aforementioned Act also regulates the issuriping shares of the brokerage house. It stipulduas
the head office of the brokerage house must belizn.

Handlowy Leasing Spétka z 0.0. (HL) operates asagihg company. The leasing industry together with
the Polish Leasing Association has only startedeldgment of best practice applicable to leasing
companies.

HL operates in accordance with the Commercial CaonggaCode. HL has a Supervisory Board despite
lack of requirement to have one, in order to ensorginuous supervision of the company operations.

3. Governing bodies of the Bank
3.1 Changes in the composition of the Management Board during the first half of 2010

3.1.1 Changes in the composition of the Managem®Beatd during the first half of 2010

On 30 June 2010, the Management Board of the Bangisted of:

Stawomir S. Sikora President of the Managemeatr&

Robert Daniel Massey JR Vice President of the adament Board — since 26 May 2010
Michat H. Mrazek Vice President of the Management Board
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Sonia Wedrychowicz-Horbatowska Vice President of the Mgraent Board
Witold Zielinski Vice President of the Management Board
Iwona Dudzhska Member of the Management Board

On 26 May 2010, Mr Robert Daniel Massey JR was eyppo Vice President of the Management Board.

3.1.2 Changes in the composition of the SuperviBogrd during the first half of 2010
On 30 June 2010, the Supervisory Board of the Bankisted of:
Stanistaw Sottysiski Chairman of the Supervisory Board
Shirish Apte Vice Chairman of the SupervisoryaBb
Andrzej Olechowski Vice Chairman of the SuperwysBoard
Igor Chalupec Member of the Supervisory Board
Sanjeeb Chaudhuri Member of the Supervisory Board
Goran Collert Member of the Supervisory Boauht 25 June 2010
Mirostaw Gryszka Member of the Supervisory Board
Frank Mannion Member of the Supervisory Boasginee 28 June 2010
Krzysztof L. Opolski Member of the Supervisorya®d — since 28 June 2010
Aneta Polk (f. Poptawska) Member of the Superyidgdoard — until 28 June 2010
Stephen Simcock Member of the Supervisory Board
Wiestaw A. Smulski Member of the Supervisory Bbar
Alberto Verme Member of the Supervisory Board
Stephen Volk Member of the Supervisory Board

On 28 June 2010, the General Meeting of Sharel®ldppointed the following Supervisory Board
members: Krzysztof L. Opolski, Frank Mannion.

Mr Goran Collert resigned from his function of tember of the Supervisory Board on 25 June 2010.

The term of appointment of Ms Aneta Polk as a Mandbeéhe Supervisory Board expired on the General
Meeting of Shareholders’ session of 28 June 2010.

3.2 Rules of appointing and dismissing members of the Management Board

The Management Board consists of five to nine memdeach member of the Management Board is
appointed by the Supervisory Board for a term okehyears. At least half of the members of the
Management Board should be of Polish nationalitye Term of appointment of a Management Board
member expire:

* on the day of the General Meeting of Shareholdepsaving the Management report on the activities
of the Bank and financial report for the full pgstar of the term of office of the Management Board
member,

e upon death of the Management Board member,

e upon dismissal of the Management Board member,

e upon resignation of the Management Board membdmnited in writing to the Chairman of the
Supervisory Board.
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3.3 Rights of the Management Board members

The Management Board makes decisions in mattersecoimg the Bank by way of resolutions, provided
that decisions in such matters are not restricteld or Articles of Association to be within thewers
of other governing bodies of the Bank.

Through a resolution, the Management Board:

1) defines the Bank strategy,

2) creates and closes downs the committees supgadiie work of the Bank and defines their powers,
3) decides and submits them to the Supervisory®fmarapproval the Management Board's bylaws,

4) decides and submits them to the Supervisory Bfmarapproval the rules of handling special puepos
funds created from net profit,

5) decides on the date of payment of dividend withie timeline defined by the General Meeting & th
Shareholders,

6) appoints plenipotentiaries, general proxies @adties with power of attorney and substitution,
7) decides in matters defined in the ManagementdBbgaws,

8) makes decisions in issues brought by the Prasidéce President or Member of the Management
Board,

9) independently decides on purchase or sale bpreaerty, or on perpetual usufruct of or sharegal
property,

10) passes a resolution on the annual budget diagpts investment plans and reports of implertienta
of such plans,

11) accepts reports on the Bank’s activities andrfcial reports,

12) formulates decisions regarding distributionpiaifit or coverage or losses,

13) approves of the Bank’s employment policy, dredlicy and legal principles of operations,
14) approves of the rules of the Bank’s equity ngamaent,

15) approves of the employment structure,

16) established the basic structure of the Bankjmmization, appoints and dismisses Heads of Sector
appoints and dismisses Heads of Divisions, and snd&eisions on their competence,

17) establishes the control action plan at the Barkaccepts control reports,

18) settles other issues which, according to theclas of Association, are submitted to Supervisory
Board or the General Meeting of the Shareholders,

19) makes decision on contracting liabilities @apdising of assets, when the total value of suddilitias
or assets in relation to a single entity exceedobte Bank’s equity, or appoints authorized pesso
to make such a decision; however, in matters withénpowers of Committees appointed by the Bank
the decisions are made after consulting a rele@anmittee.

The Management Board of the Bank designs, implesnantd ensures operation of the management
system, as well as designs, implements and updaitien strategies and procedures, and undertakes
action relating to the system of risk managemenérinal controls and internal capital estimatiorwad

as review of the internal capital estimation andesmance processes.

4. Other principles

4.1 Information on owners of securities with special control rights towards the Bank
All shares issued by the Bank are ordinary bedrares and have no special control rights relatedetim.
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4.2 Limitations regarding transfer of ownership of the Bank’s shares or exercising the
voting rights relating to the Bank’s shares

Beside limitations stipulated by the Banking Lawt(A25) regarding the requirement to obtain perioiss
of the Polish Financial Supervision Authority toeesise the voting rights at the General Meeting of
Shareholders of the Bank, if as a result of takingr or acquiring shares the person may reach aresk
the threshold of 10%, 20%, 25%, 33%, 50%, 66% oraBf total votes at the General Meeting of
Shareholders, and to dispose of the right to esentie voting rights at the previously acceptedllehe
Bank’s Articles of Association put no limitationstiwregard to transfer of Bank’s shares.

IX. Other information on the Bank’'s governing bodies ad management
principles

1. Information on the total number and nominal valu e of the shares of the Bank
held by Management Board or Supervisory Board membe  rs

According to the information available to the Baaskthe parent company, the Bank’s shares are keld b
the following members of the governing bodies &f Bank:

Number of shares as at Number of shares as at
the day of submitting

Name Function this consolidated semi- 1€ daY of submitting the
annual report for the Previous guarterly interim

first half of 2010 report for Q2 of 2010

lwona Dudziiska Member of the 600 600
Management Board

Vice Chairman of the

Andrzej Olechowski Supervisory Board

1,200 1,200

Total 1,800 1,800

Members of the governing bodies of the Bank dohaee any Bank share options.

2. Information on any agreements between the Bank a nd the Management
Board members that provide for compensation in case of resignation or
dismissal of such members without a valid reason, o r when such dismissal
is a result of a merger or acquisition of the Bank

There is only one agreement between the Bank amenaber of the Management Board that provides for
financial compensation in case of termination afhsagreement.

Each member of the Management Board signed a sepaoa-competition agreement with the Bank.
Such agreement stipulates that within 12 monthsi ftbe date of termination of the employment, the
Management Board member shall refrain from undertpainy competitive activities against the Bank, in
exchange of which the Bank shall pay an adequatgensation to such a member.

3. Management principles

During the first half of 2010, no changes in thenagement principles were made. The management
principles are outlined in the Note to the Consatkdl Financial Statement of the Capital Group ofiBa

Other information required by the Regulation of Mimister of Finance of 19 February 2009 on current
and periodic information published by issuers ofusigies and on the conditions under which such
information may be recognized as equivalent torinttion required by the law of a non-member state
(Journal of LawsNo. 33, item 259, as amended), was provided irCihwesolidated Financial Statement of

the Capital Group of Bank.
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23.08.2010

23.08.2010

23.08.2010

23.08.2010

23.08.2010

23.08.2010

Signatures of Members of the Management Board

Stawomir S. Sikora

Michat H. Mrizek

Sonia ¥drychowicz-
Horbatowska

Witold Ziefiski

lwona Dudzska

55

President

Position

Vice President

Position

Vice President

Position

Vice President

Position

Vice President

Position

Position

Signature

Signature

Signature

Signature

Signature

Signature



