RESOLUTION NO. 324/2011
OF THE POLISH FINANCIAL SUPERVISION AUTHORITY
of 20 December 2011

amending Resolution 76/2010 of the Polish Financi&lupervision Authority on the scope
and detailed procedures for determining capital regirements for particular risks and
the Resolution on determining liquidity standards binding on banks

Pursuant to Art. 128 (6)(1, 3, 4, 5 and 7) and Adtlj of the Act of 29 August 1997 — The
Banking
Act (Journal of Laws of 2002 No. 72, item 665, eeaded) it is resolved as follows:

8 1. In Resolution 76/2010 of the Polish Finan&apervision Authority of 10 March 2010
on the scope and detailed procedures for determirapital requirements for particular risks
(PFSA Journal of Laws, No. 2, item 11, as amefidéde following amendments are made:

1) 8§ 6 Section. 1 point 4 shall be worded as follows:

“4) the total capital requirement on exceedingdgRposure concentration limit — calculated
in accordance with Appendix No. 12 to the Resohytio

2) in§8:

a) Section 3 shall receive the following meaning:

“3. The bank may obtain the consent to use the odstineferred to in Sec. 1 Item 2 and 3

provided that, for the selected method, as fordhte of submitting the application for

consent to use the value at risk method, the nurobelays determined based on the

historical verification referred to in 8§ 14 ApperdNo. 19 to the Resolution — of 250
working days directly preceding the day of caldokatin which the daily market loss on

underlying positions included in the value at risiethod exceeded the value at risk

determined for a given working day — does not eatceé®”,

Y Amendments to the consolidated text were promathat Journal of Laws of 2002 No. 126, item 1076, N
141, item 1178, No. 144, item 1208, No. 153, it271l, No. 169, item 1385 and item 1387 and No. &éfn
2074, of 2003 No. 50, item 424, No. 60, item 536, Bb, item 594, No. 228, item 2260 and No. 229iR276,
of 2004 No. 64, item 594, No. 68, item 623, No.ifdm 870, No. 96, item 959, No. 121, item 1264, N6,
item 1546 and No. 173, item 1808, of 2005 No. &mi719, No. 85, item 727, No. 167, item 1398 aond 183,
item 1538, of 2006 No. 104, item 708, No. 157, itehd9, No. 190, item 1401 and No. 245, item 1772007
No. 42, item 272 and No. 112, item 769, of 2008 Ntl, item 1056, No. 192, item 1179, No. 209, i85
and No. 231, item 1546, of 2009 No. 18, item 97, &y item 341, No. 65, item 545, No. 71, item 686, 127,
item 1045, No. 131, item 1075, No. 144, item 11IN6, 165, item 1316, No. 166, item 1317, No. 168nit1323
and No. 201, item 1540, of 2010 No. 40, item 226, 81, item 530, No. 126, item 853, No. 182, ite229 and
No. 257, item 1724 and of 2011 No. 72, item 388, Nap, item 715, No. 131, item 763, No. 134, itef8 and
781, and No. 165, item 984, No. 199, item 1175M0d201, item 1181.

2 Amendments to the resolution were promulgatedirral of Laws of the PFSA of 2010 No. 8, item 38 a
of 2011 No. 8, item 29, No. 9, item 32 and No. ifdm 42.



b) letter c in Sec. 4, point 1 shall receive the fwilog wording:

“c) the structure and assumptions of the internabhsarement system, taking into
account the quality standards provided for in 8t@641 Appendix No. 14 to the
Resolution, and the quantity standards providedrf& 42 to 60 Appendix No. 14 to
the Resolution, as well as standards concerningofieeational risk provided for in
Resolution No. 258/2011 of the Polish Financial @uision Authority dated 4
October 2011 on detailed principles of operatiorihef risk management system and
the internal control system, and detailed condgifor estimation of internal capital by
banks and for reviews of the internal capital retenand estimation process and the
principles of determining the policy of variablengponents of the remunerations of
persons in managerial positions at banks (Offidtairnal, PFSA No. 11, item 42),”;

3) letter cin 8 11, Sec. 2, point 3 shall receiveftil®wing wording:

“c) the consolidated exceeding of the limit of centration of exposures is understood as
exceeding the limit of concentration of exposuredcudated based on consolidated
financial statements of the bank with the appraeriapplication of the principles
provided for banks subject to consolidated supemis1 Resolution No. 208/2011 of the
Polish Financial Supervision Authority dated 22 Asfg2011 on detailed principles and
conditions of including exposures upon determimatiof observing the limit of
concentration of exposures and the limit of largeasures (Official Journal of the PFSA
No. 9, item 34), hereinafter referred to as the sttation on the limit of exposure

concentration and the limit for large exposures”,

4) in 8§ 14:
a) in Section 1, point 3 shall be replaced byfttlewing:
“3) subject to Sec. 4, 80% of the comparative tatgpital requirement calculated in
accordance with Sec. 3 — in the period from 1 Jgn2@09 to 31 December 2012”,
b) in Section 2, point 2 shall be replaced by tieWing:

“2) subject to Sec. 4, 80% of the comparativeltosgital requirement calculated in
accordance with Sec. 3 —in the period from 1 Jgn2@09 to 31 December 2012”,

b) in Section 3, point 4 shall be replaced by tieWwing:

“4) the comparative total capital requirement feceeding of the limit of concentration
of exposures — calculated in accordance with AppeNd. 12 to the Resolution;”;

5) in Appendix No. 1, in the list of appendices, thike of Appendix No. 12 shall be replaced
by the following:

“Appendix No. 12 - CALCULATING THE CAPITAL REQUIREMINT FOR
EXCEEDING THE LIMIT OF CONCENTRATION OF EXPOSURES?”;

6) in Appendix No. 2:
a) in § 4, Section 2 shall be replaced by thewalhg:



“2. In the case referred to in Sec. 1 point 3,ldek is required to obtain the approval of
the Polish Financial Supervision Authority to cdita delta coefficient on the basis of
its own option pricing models. The bank will attaitte following to the request for
approval:
1) description of the option pricing model, usedtes basis for calculating the delta
coefficient;
2) specification and verification of the assumpsiarf the option pricing model,
3) product specification of the scope of applicatid the option pricing model;
4) description of the sources and methods of upgatie data used for the option
pricing model;
5) information about the method of estimating tlaeapeters for the option pricing
model,
6) description of the internal risk management pdures and recording of option
transactions;
7) assessment of the sensitivity of the delta emefits to changes in the value of the
underlying option instrument.”,

b) § 11 shall be worded as follows:

~N e

) I 7

“§ 11.Banks may include underwriting the issue of semsitin the statement of
underlying positions by subtracting from the amasgttforth in § 10 the product of that
amount and the relevant correction ratio set forttable 1; the term “day zero” used in
the table means the date on which the bank becameenditionally obliged to
purchase a known number of securities at an agrneeel

Table 1.
Period Correction ratios
From signing the agreement until day zero 100%
On the first business day after day zero 90%
On the second and third business day after day zero 75%
On the fourth business day after day zero 50%
On the fifth business day after day zero 25%
On the sixth and further business days after day ze 0% i}

| be worded as follows:

“8 17.A bank that, as a result of concluding an agreeroenterning credit derivatives

assumes credit risk (collateral seller), in caltota the capital requirement under
market risk, unless the provisions of the Resolustate otherwise, the nominal value
set forth in that agreement. However, the bank dexyde to replace the nominal value
set forth in the agreement with the nominal valb&imed as a result of deducting any



changes of the market value of the credit derieatsince the time the cash flow
exchange is triggered.”,

d) in 8§ 18, point 7 shall be worded as follows:

“7) if an nth-to-default credit derivative has axtexnal credit rating, the seller of the
collateral calculates the capital charge on speask using the external credit rating of
the derivative and applies, in appropriate cashs, dppropriate risk weights for
securitisation positions.”,

e) 8§ 25 shall be worded as follows:

“8 25.In calculating the capital requirement on speciigk of the prices of debt
instruments, it is necessary to take into accahmstbalancing in the amount of 80% of
the value of the underlying position resulting frarbasis exposure hedged with a
credit derivative or resulting from a hedge, depegadn which category generates a
higher capital requirement if these positions anbject to opposite change and
primarily to the same extent and if all of the éolling prerequisites are met jointly:

1) there is a perfect match of the reference ligbthe maturity date of the reference
liability and the credit derivative, as well as therency of the basis exposure;

2) the fundamental elements of the credit derieatagreement do not materially
affect the difference between the change in theepof the credit derivative and
changes in the price of the reference liability.”;

7) in Appendix No. 3:
a) in § 8, point 1 shall be worded as follows:

“1) documented principles and procedures of theimgi process, which set forth the
scope of responsibility for different areas coveltsd the pricing process, market
information sources and the assessment of theigquady, guidelines regarding the
application of unobservable input parameters reflgcthe bank’s assumptions
regarding the parameters applied by market paantgp for the purpose of pricing
positions, the frequency of conducting indepengheiting, the times of recording daily
closing prices, the procedure of valuation adjustimthe procedure of verification at
the end of the month and as necessary;”,

b) § 10 shall be worded as follows:

“8 10.1. To the extent possible, banks price their pmsg&tiat market value. Pricing at
market value is conducted no less than once ardagdordance with easily accessible
closing prices, obtained from independent soursesh as: market quotations,
electronic listings or listings from several indedent brokers with extensive

experience on a given market.

2. In using the mark-to-market method, the moredent sell or buy rate is applied,

unless the bank is an active market maker in tka af a specific type of financial

instrument or commaodity, and is able to close ataferage market rate.

3. If the mark-to-market valuation is not possibbefore calculating the capital

requirement for a trading portfolio, banks must makconservative valuation of their
position or portfolio in accordance with the modéaluation in accordance with the



model means any valuation created by way of reptaSen, extrapolation or
calculated otherwise on the basis of market dathiclw valuation meets the
requirements set forth in Sec. 4.

4. In making valuations in accordance with the nhotiee bank should meet the
following criteria:

1) senior-level management is notified about whodmponents of the trading
portfolio or banking portfolio positions at fair i@ are subject to valuation in
accordance with the model, together with a desoripgxplaining the potential
effect of such approach on risk measurement andebelts of the relevant
operations;

2) market data used correspond, to the extent ljesdd market prices, and the
adequacy of the market data for the position subjecvaluation and the
parameters of the model are assessed with app@eguency;

3) to the extent available, valuation methods twistitute the accepted market
practice for the relevant financial or commoditgrisactions are used;

4) the model is developed or approved independesftlthe organisational unit
concluding the transactions and it undergoes inudp® testing including
verification of the calculation formulae and asstions and the software used,
and if the model was developed by the bank, itased on assumptions that
were assessed and evaluated by duly qualified pgrsdio were not involved in
the model development process;

5) procedures of evaluating model changes weredoted;

6) a secure copy of the model is stored and usegeivodic checks of valuations
obtained using the model,

7) the organisational unit or persons managing hake knowledge of the weak
points of the model used and the methods of taltiegh into account through
depreciation adjustments;

8) the model undergoes regular reviews for accyraoy particular through
assessment of the accuracy of the assumptions, amsk loss analysis in
comparison to the changes in risk factors, compar® actual closing values
and the model results.

5. In addition to daily mark-to-market valuation waluation in accordance with the
model, which may be conducted by the employeeshzk’s organisational unit that
concludes transactions, the bank conducts an indiepé verification of prices, which
involves checking, no less than once a month orenodten, if necessary due to the
nature of the market or business activity, marketeg or input data for the model in
terms of their accuracy and impartiality. Markeicps and input data to the model are
verified by an organisational unit independentha prganisational unit of the bank
that concludes transactions. If pricing sourcesusn@vailable or subjective, the bank
will use valuation adjustment mechanisms.”,

c) after § 10, the title shall be worded as fobow
“GENERAL PRINCIPLES GOVERNING VALUATION ADJUSTMENTS

d) 8§ 11-13 shall be worded as follows:



“8 11.The bank is required to establish and apply proees concerning the need to
include valuation adjustments.

§ 12.Valuation adjustments are carried out with respecunrealised credit margins,

costs of closing positions, operational risk, eddgminations of agreements, costs of
investments and financing, future administrativetsand, in the case of using model
valuation, model risk.

§ 13.1. Limited liquidity positions may occur as a riksaf specific market events or
events resulting from the bank's activity (e.g.hh@pncentration positions or past due
positions). Banks establish and apply procedurescéiculating adjustments of the
current valuations of limited liquidity positions.necessary, such adjustments will be
carried out in addition to changes in the valupasitions that are required for financial
reporting purposes and their purpose is to refleziack of liquidity of a position.
2. On the basis of the procedures referred to m Sen order to determine the need to
make valuation adjustments for limited liquiditygitions, the bank takes into account
in particular:

1) the time that would be needed to hedge theomsknderlying positions;

2) the volatility and average spread of sale andhmase prices;

3) availability of market quotations (hnumber andadle of active market makers);

4) volatility and average volume of contracts, utthg turnover volume during

market pressures;

5) market concentration;

6) the distribution of positions by settlement date

7) the degree to which the valuation is based emthdel,

8) the effect of model-related risk components othan those set forth above.
3. In the event of using third-party valuations model-based valuations, the bank
determines whether valuation adjustments shoulcépied. The bank analyses the
need to introduce valuation adjustments for limitgdidity positions and conducts on-
going reviews of their adequacy.
4. As regards complex products, including in pattic nth-to-default securitisation and
credit derivative exposures, institutions assessctly whether there is a need to apply
valuation adjustments to render the model of mslolved in potential application of the
incorrect valuation model and the model of riskaived in the use of unobservable,
and in relevant cases, also incorrect calibratemameters in the valuation model.”;

8) in Appendix No. 4 in 8§ 31 Sec. 2 shall read asfod:

“2. With respect to xposures to regional and local authorities in memsetes,
denominated and financed in the local currencyhe$é¢ regional and local authorities, the
bank may assign a credit risk weight of 20%.

If exposures to regional and local authorities iemmber states are denominated and
financed in a currency other than the local curyertbe bank may assign to such
exposures a credit risk weight in the amount agsigo regional and local authorities by
the competent authorities of the obligor state

9) in Appendix No. 8:



a) § 8 shall be worded as follows:

“8§ 8.The capital requirement for specific risk of thecps of equity instruments is
calculated for underlying positions in equity instrents resulting from operations in
the trading portfolio using the simplified methaat forth in § 10.”,

b) the heading after § 8 is repealed,
c) § 9-10 shall be worded as follows:

“8 91. The following indices may be treated as stockketandices of recognised stock
exchanges:

No. Index Country
1. | S&P All Ords Australia

2. | ATX Austria

3. | BEL20 Belgium

4. | SaoPaulo - Bovespa Brazil

5. | PX50 Czech Republic

6. | CSE M&P Gen Cyprus

7. | OMX Copenhagen 20 Denmark

8. DJ Euro STOXX 50 International index
9. Euronext 100 International index
10. | OMX Tallin Estonia

11. | OMX Helsinki General Finland

12. | CAC40 France

13. | Athens Gen Greece

14. | IBEX35 Spain

15. | EOE25 Netherlands
16. | Hang Seng Hong Kong
17. | ISEQ Overall Ireland

18. | ICEX-15 Iceland




19. | Nikkei225 Japan

20. | TSES35 Canada

21. | OMX Vilnius Lithuania
22. | Lux General Luxembourg
23. | OMX Riga Latvia

24. | MSE Share Index Malta

25. | IPC Index Mexico

26. | DAX Germany
27. | Oslo All-Share Norway

28. | WIG20 Poland

29. | PSI General Portugal

30. | SAX Slovakia

31. | SBI 20 Slovenia
32. | SMI Switzerland
33. | OMX Stockholm 30 Sweden

34. | S&P 500 USA

35. | Dow Jones Ind. Av. USA

36. | NASDAQ USA

37. | BUX Hungary

38. | FTSE 100 United Kingdom
39. | FTSE mid-250 United Kingdom
40. | MIB 30 ltaly

2. The term “liquid and diversified equities” isderstood to mean equities that jointly
meet the following criteria:
1) an equity is included in an index of a recognigedlsexchange;



2) the net position held by the bank in a given eqdigs not exceed 10 per cent of
the global gross position in equities;

3) the total value of the net positions held by thekba specific equities in excess of
5 per cent of the global gross position does notea 50 per cent of the global
gross position.

8 10.The capital requirement on specific risk of theegs of equities is calculated as 8
per cent of the global gross position in equitiggh the stipulation that this calculation
does not include positions in equities, resultirggrf term stock exchange transactions in
baskets (indices) of recognised stock exchanges.”;

10)in Appendix No. 9:

a) the following 8§ 13a shall be added after andwed 13, in the following wording:

“813a. 1. In the case of those instruments in a tradingtff@m that constitute
securitisation positions, the bank ascribes théoviehg risk weight to net positions
calculated in accordance with § 27 of Appendix Rlto the Resolution:

1) for securitisation positions that, in the bamkportfolio of the same bank, would be
subject to the standard method concerning crezkt—+i8 per cent of the risk weight
calculated in accordance with the standard metleddosth in Appendix No. 18 to
the Resolution;

2) for securitisation positions that, in the bamkportfolio of the same bank, would be
subject to the internal ratings method concerning per cent of the risk weight
calculated in accordance with the internal ratingghod set forth in Appendix No.
18 to the Resolution;

2. For the purposes of Sec. 1 point 1 and 2, tipersisory formula method may be

applied solely upon obtaining the approval of thmeaRcial Supervision Authority and it

may be used solely by banks other than the originaank, which bank may apply this
method with respect to the same securitisationtiposi in its own banking portfolio. In
relevant cases, the estimates concerning PD andds3bput parameters for the purpose
of the supervisory formula method are set forthagtordance with the provisions of

Appendix No. 5 to the Resolution or, subject toanfihg a separate approval of the

Polish Financial Supervision Authority, rely oniesites based on the method set forth in

8 4 of Appendix No. 19 to the Resolution and cdesiswith the quantitative standards

for the internal ratings method.

3. Irrespective of the provisions of Sec. 1 poirarid 2, for securitisation positions to

which, according to 8 18a of Appendix No. 18 to Resolution, a risk weight would be

assigned if they were in the banking portfolio lnd same bank - 8 per cent of the amount
of risk weight applies in accordance with this pmagph.

4. Subject to Sec. 5, the bank adds up weightediguos resulting from the application of

this paragraph (both long and short positions)yloudate the capital requirement to cover

specific risk.

5. Until 31 December 2013, the bank adds up itsgkted long net positions and

weighted short net positions individually. The heglof the two constitutes the capital

requirement to cover specific risk. However, thenlkbanotifies the Polish Financial

Supervision Authority of the total amount of longdashort net weighted positions, by

type of underlying asset.”,



b) § 14 shall be worded as follows:

“8 14.1. The capital requirement on specific risk invalve the prices of debt securities
is calculated in accordance with the following rile
1) the capital requirement on specific risk invavn the prices of debt securities
is calculated for underlying positions on instrumserthat do not constitute
securitisation positions and resulting from operadiin the trading portfolio;
2) net positions in each debt security, denomadhateappropriate currencies, are
added to appropriate groups listed in column hatable below:

Capital
Groups of positions Residual maturity date charge rate
(%)
1) 2) 3)
Low specific risk positions 0.00
up to 6 months 0.25
Reduced .s.pecmc risk| 6-24 months 100
positions
more than 24 months 1.60
High specific risk positions 8.00
Other positions 12.00

3) the capital requirement on specific risk inva@vin the prices of debt securities
denominated in a given currency is calculated asstim of the products of net
positions in these securities, calculated in acmoed with 8§ 1-13, and the
capital charge rates for the groups of positiongliah they were added, as set
out in the third column in the table referred t@oint 2;

4) the total capital requirement on specific riskdlved in the prices of debt
securities for all currencies is calculated as shen of capital requirements
calculated for each currency, in accordance wiihtggy

5) the capital requirement on specific risk foripoas that constitute securitisation
positions is calculated in accordance with § 13a.

2. For the purpose of this paragraph &h8a andg14a, the bank may limit the result
of the application of the product of risk weightdamet position to the highest possible
loss on the risk of default. However, for short iposs, the limitation may be
calculated as a change in value in a situation &leetities to which the underlying
instrument applies become immediately free of ok#efault.”,

a) the following 8§ 14a-14c shall be added afterlagldw 8 14, in the following wording:

“§ 14a.1. By way of departure from § 14, the bank may @t the higher of the
following amounts as the capital requirement orcejgerisk involved in the prices of
debt securities for the correlation trading portol



1) sum of capital requirements on specific riskolwed in the prices of debt
securities, calculated solely for long net postioof the correlation trading
portfolio;

2) sum of capital requirements on specific riskoiwed in the prices of debt
securities, calculated solely for short net posgicof the correlation trading
portfolio.

8 14b.The correlation trading portfolio is composed etwritisation positions and nth-
to-default credit derivatives, which meet the fallng criteria:

1) the positions are not resecuritisation positi@ssdefined ir§ 5a of Appendix No.
18 to the Resolution or securitisation tranche a#ior any other securitisation
exposure derivatives that do not provide a propodi share in the proceeds from
the securitisation tranche;

2) any reference instruments are either simplerunsgnts, including simple credit
derivatives for which there is a liquid bilateralarket, or indices subject to
customary trading and based on these referencs. uhis agreed that a bilateral
market exists when there are bona fide sale ohagee offers made on that market
so that it is possible to determine, in a day,fdhee reasonably linked to the most
recent sale price or current bona fide offers n@darm's length terms and to make
a sale or purchase at that price in a relativelgrtstime which corresponds to
prevailing commercial practices.

§ 14c.1. Positions that refer to any of the followingralkents are not included in the
correlation trading portfolio:

1) underlying instrument that may be assigned ¢oetkposure classes referred to in 8§
20 Sec. 1 point 8 and 9 of Appendix No. 4 to thedRdion in the bank’s banking
portfolio;

2) claim against a special purpose entity.

2. A bank may include in the correlation tradingtfmio positions which are neither
securitisation positions nor nth-to-default creddrivatives, but which hedge other
positions in the portfolio, provided that thereadiquid bilateral market set forth in
§ 14b point 2 for each instrument or its underlyimgfruments.”;

11)in Appendix No. 10 in 8 6, Sec. 2 shall read a®fod:

»2) het positions in underlying instruments, botng and short, denominated in a
given currency, calculated in accordance with § =4 included in one of the
maturity date brackets (bracket), divided into ¢hreaturity bracket zones (zone),
taking into account the coupon amount, in accoreavith the table below:

Multiplie | Assumed interest

Maturity date brackets (residual dates) (%) T —
0 0

Group A Group B
1) 2) 3 “4) ) (6)
up to 1 month up to 1 month 0.00 -
First 2 1-3 months 1-3 months 0.20 1.00
3-6 months 3-6 months 0.40 1.00




4 6-12 months 6-12 months 0.70 1.00
5 1-2 years 1-1.9 years 1.25 0.90
Second 6 2-3 years 1.9-2.8 years 1.75 K 0.80
7 3-4 years 2.8-3.6 years 2.25 » 0.75
8 4-5 years 3.6-4.3 years 2.75 '0.75
9 5-7 years 4.3-5.7 years 3.25 0.70
10 7-10 years 5.7-7.3 years 3.7 0.65
Third 11 10-15 years 7.3-9.3 years 4.5( 0.60
12 15-20 years 9.3-10.6 years 5.2% 0.60
13 more than 20 years 10.6-12 years 6.90 0.60
14 12-20 years 8.00 0.60
15 more than 20 years 12.50 0.60 [:™

12)in Appendix No. 11:

a) § 2 shall be worded as follows:

“8§ 2.The capital requirement on settlement risk andvdefi risk is calculated as the
sum of capital requirements calculated in accordamith 8 3 and § 4 for operations
whose contractual settlement date has elapsed featransactions with a granted or
received repurchase warranty and the transacti@xtehding or accepting security or
commodity loans.”,

b) § 4 shall be worded as follows:

“8 4. The capital requirement on the risk of delivef instruments for settlement at a
later date is calculated for operations in which timderlying instruments are foreign
currencies, commodities and securities, includiegtdsecurities, in accordance with
the following rules:

1) the capital requirement is calculated in tH®Wng cases:

a) if the bank paid for the securities, foreignreacy or commodities before
their receipt or delivered the securities, foremmrency or commodities
before receiving payment for them,

b) for cross-border transactions, if one or morgsdaave elapsed since that
payment or delivery was made;

2) the capital requirement is calculated for eapleration, with the stipulation
that:

a) until the date of the first payment or delivetipulated in the agreement —
the capital requirement is zero,

b) from the date of the first payment or delivetipslated in the agreement
until the lapse of four days following the secorayment or delivery — the
capital requirement is calculated in accordancé wie principles set forth
in Appendix No. 4 to the Resolution,

c) from five days following the second payment efivery stipulated in the
agreement until the expiry of the transaction — dwmds are decreased by



the amount paid or value of the instruments dedigerincreased by the
value of the current positive exposure;
3) in the case referred to in point 2 letter b, Ksamsing the internal ratings
method to calculate the capital requirement onitrestk may:

a) assign PD ratios on the basis of an externditererthiness evaluation, for
counterparties for whom there are no other expgsumethe banking
portfolio,

b) if the bank uses its own LGD ratios, subjecptont 4, it may assign the
LGD ratios set forth in § 89 of Appendix No. 5 tetResolution, as long as
this approach is used consistently with respecaltoexposures on the
delivery of instruments for settlement at a lateet

4) in the case referred to in point 2 letter b,amkbusing the internal ratings
method to calculate the capital requirement onitmesk may use the risk
weights used for calculating the capital requiretmam credit risk using the
standard method or apply the 100 per cent risk eas long as this approach
is applied consistently with respect to all expesuon deliveries of securities
for settlement at a later time;

5) if the amount of the positive exposure resultirmgm a delivery transaction

with a later settlement date is irrelevant/negligibhe bank may apply the 100

per cent risk weight to such an exposure.”,

c) in 8 7, in point 1, letter ¢ shall receive tddwing wording:

“c) in the case of credit risk swap transactionsaak whose exposure on the swap is a
long position on the underlying instrument, may Igghe O per cent value to the
potential future credit exposure, unless the tretima is subject to dissolution
procedure as of the time of declaring the insolyesican entity whose exposure
under the swap is a short position in the undeglyirstrument, even if there was no
default under the underlying instrument, in whielse the maximum amount of the
potential future credit exposure of the bank doet exceed the amount of the
bonuses that were not yet paid to the bank byntigyg;

13)in Appendix No. 12:
a) the title shall be worded as follows:

“‘CALCULATING THE CAPITAL REQUIREMENT FOR EXCEEDING THE
LIMIT OF CONCENTRATION OF EXPOSURES?,

c) § 3-5 shall be worded as follows:

“8§ 3.The total capital requirement for exceeding thdtlioh concentration of exposure
is calculated in accordance with § 4-8 or 8 9, dédpgg on the scale of the bank’s
activity.

8 4. A bank’s exposure to a given entity in a tradiogtiplio includes:
1) the excess of long net positions over short pagitions in all underlying
instruments issued by that entity, resulting fromemtions in the trading



portfolio, calculated in accordance with the prples set forth in Appendix No.
3 to the Resolution;

2) net position in guaranteed issues of that éstigecurities, calculated in
accordance with the principles set forth in 8§ 18 afh of Appendix No. 2 to the
Resolution;

3) exposure to that entity resulting from the opiere referred to in Appendix No.
11 to the Resolution, understood to mean the sum of
a) the product of the sum of the capital requireiseset forth in § 1-3 of

Appendix No. 11 to the Resolution and the numbeb,12
b) the sum of the balance sheet equivalents obfleeations referred to in § 4
and 5 of Appendix No. 11 to the Resolution.

8 5. The capital requirement for exceeding the limitohcentration of exposures to a
given entity is calculated:

1) in accordance with 8§ 6 — if all the requiremesds forth in 8 6 point 19 of the
Resolution on the limit of concentration of expasurand the limit of large
exposures are met;

2) in accordance with 8§ 7 — if any of the requiretseset forth in § 6 point 19 of the
Resolution of the Polish Financial Supervision Awity on the limit of
concentration of exposures and the limit of largeasures is not met.”,

C) in 8 6, in point 1, the first sentence shalleiee the following wording:

“1) from a bank's exposure to a given entity imaaling portfolio, components are
separated with a total value equal to the excesxpbsure beyond the limits
set forth in Article 71 Sec. 1, 1a and 1b of thenlBBag Law (concentration
excess), which were assigned the highest:”,

d) 8 8 and § 9 shall be worded as follows:

“8 8 The total capital requirement for exceeding tlmitl of concentration of
exposures is calculated as the sum of capital repeints for exceeding the limit of
concentration of exposures to individual entitesdculated:

1) in accordance with 8 6, for exposures referoeith € 5 point 1,

2) in accordance with § 7, for exposures referoeid € 5 point 2.
8§ 9.The total capital requirement for exceeding thmitliof concentration of
exposures is the sum of excesses of the bank’ssexg® to individual entities in the
trading portfolio beyond the limits set forth intiste 71 Sec. 1, 1a and 1b of the
Banking Law.”;

14)8 11 of Appendix No. 16 shall be worded as follows:

“8 11.The balance sheet equivalent of an off-balancetshm®saction is calculated as
the product of the nominal amount of the off-batasbeet transaction or, in the case of
options, the value of its delta equivalent, anddiealit conversion ratio assigned to that
transaction in accordance with table 3.



Table 3

Original maturity
additionally —
Up to 1 for each
Underlying instrument* P 1-2 years commenced
year
year beyond 2
years’
(%)*
1) 2) 3) (4)

1. | Interest rates (debt securities) 0.50 1.00 1.00
2. | Foreign currency and gold 2.00 5.00 3.00

! Underlying instruments denominated in a foreigrrency are treated as foreign currency.
2 From the date of concluding a transaction ursilagreed maturity date, but in the case of interest

rate transactions, the bank may also make claa8dits on the basis of the residual maturity date.

% Up to 100% total for the entire duration of thensaction.
* For transactions with multiple exchanges of theiderlying instruments (or their fair values), the

product risk weights are multiplied by the numbérsoch exchanges remaining to be effected in
accordance with the terms of the transactions.”;

15)in Appendix No. 17, in § 17, in Sec. 4, point 1lshead as follows:

“1) are admitted to trading on one of the recoghiseck exchanges listed in § 9 Sec. 1 of
Appendix No. 8 to the Resolution;”;

16)in Appendix No. 18:

a) the following 8 5a shall be added after andWwe8, in the following wording:

»8 ba.l. As defined in this Appendix:

1) resecuritisation — means securitisation for whibk tisk involved in the
underlying exposure pool is divided into tranchesl at least one of the
underlying exposures is a securitisation position;

2) resecuritisation position — means exposure on uesisation.

2. The terms referred to in Sec. 1 have the meaniniph herein also in other

appendices to this Resolution.”,

b) § 30 shall be worded as follows:

“8 30.A sponsor or originator bank, which, for the pumpas securitisation, took
advantage of the provisions of § 20-21 in ordesaiculate the amount of risk-weighted
exposures or sold instruments from its tradingfpbot an SSPE, so that it is no longer
required to calculate the capital requirementstiese instruments, cannot, taking into
account mitigation of potential or actual losses fiovestors, provide credit
enhancement for the securitisation that goes beismbntractual obligations.”,



c) § 50 and § 51 shall be worded as follows:

“850.1. Where a bank has two or more overlapping postia a securitisation, it will
be required, to the extent that they overlap, ttuitke in its calculation of risk-weighted
exposure amounts only the position or portion @ioaition producing the higher risk-
weighted exposure amounts. The bank may also resmguch overlap of capital
charges on specific risk for positions in a tradgrtfolio and capital charges for
positions in a banking portfolio, provided that themk is able to calculate and compare
the capital charges for these positions. Overlappif positions means that the
positions, wholly or partially, represent an expesto the same risk, such that to the
extent of the overlap there is a single exposure.

2. If 8 6 point 4 of Appendix No. 15 to the Resauatapplies to the position in ABCPs,
the bank may, with the approval of the Polish Fai@nSupervision Authority, apply
the risk weight assigned to the liquidity facilifgr the purpose of calculating the
amount of risk-weighted exposure for a commercaglgy, if the liquidity facility is pari
passu with the ABCP, so that they create overlapmasitions and 100% ABCPs
issued under the programme are covered by thealligdacility.

8§ 51.The amount of risk-weighted exposure resultingmfréhe securitisation or
resecuritisation with an external credit ratingadculated, subject to § 53, by applying
to the exposure value the risk weight associateld thie credit quality step assigned by
the Polish Financial Supervision Authority pursuaat Article 128 Sec. 4 of the
Banking Law to the specific credit rating assesdmesiset out in table 1.

Table 1

4
applies solely to
( pp_ ) J All other
creditworthiness

Credit quality step 1 2 3 TS T credit quality

than short-term SEPE
ratings)
Securitisation positions| 20p6 50% 100% 350% 1250%
Resecuritisation 40% | 100% 225% 650% 1250%

positions

d) 8 77 and 8§ 78 shall be worded as follows:

“8 77.The appropriate conversion figure is determineddoordance with the level of
actual three month average excess spread, in ase@dvith table 2.

Table 2

Securitisations subject to g Securitisations subject to g
controlled early non-controlled early
amortisation provision amortisation provision




Three month average Conversion figure Conversion figure
excess spread

Above level A 0% 0%

Level A 1% 5%

Level B 2% 15%

Level C 10% 50%

Level D 20% 100%

Level E 40% 100%

§ 78.In Table 2, Level A means levels of excess spread than 133,33% of the
trapping level of excess spread but not less tlt94dlof that trapping level, Level B
means levels of excess spread less than 100% tfaiy@ng level of excess spread but
not less than 75% of that trapping level, Level €ans levels of excess spread less than
75% of the trapping level of excess spread butiesst than 50% of that trapping level,
Level D means levels of excess spread less than @0@te trapping level of excess
spread but not less than 25% of that trapping lamdl Level E means levels of excess
spread less than 25% of the trapping level of exspgead.”,

e) 8 94 and § 95 shall be worded as follows:

“8 94.According to the ratings based method, the amounsloweighted exposure for
a securitisation or resecuritisation position vdthexternal credit rating is calculated by
applying to the value of the exposure the risk Wweagssociated with the credit quality
step assigned to a specific external credit ratirthe Resolution of the Polish Financial
Supervision Authority referred to in Article 128 Se4 of the Banking Law and
multiplied by 1.06. The risk weights set out in TeaB are applied to securitisation and
resecuritisation positions other than ones witredl short-term credit assessments.
The risk weights set out in Table 4 are appliedsédouritisation and resecuritisation
positions with external short-term credit assestmen

Table 3
Credit Securitisation positions Resecuritisation positions
quality A B C D E
step

1 7% 12% 20% 20% 30%
2 8% 15% 25% 25% 40%
3 10% 18% 35% 35% 50%
4 12% 20% 35% 40% 65%
5 20% 35% 35% 60% 100%
6 35% 50% 50% 100% 150%
7 60% 75% 75% 150% 225%




8 100% 100% 100% 200% 350%
9 250% 250% 250% 300% 500%
10 425% 425% 425% 500% 650%
11 650% 650% 650% 750% 850%
All other
credit
assessments 1250%
and no
external
credit
assessment
Table 4
Credit quality stef Securitisation positions Resecuritisation positions
A B C D E
1 7% 12% 20% 20% 30%
2 12% 20% 35% 40% 65%
3 60% 75% 75% 150% 225%
other external
credit
assessments 1250%

§ 95.The risk weights in column C of Table 3 and Tablaré applied where the
securitisation position is not a resecuritisatiasipon where the effective number of
exposures securitised is less than six. As reghl®ther securitisation positions that
are not resecuritisation positions, the risk wesggdt out in column B are applied unless
a given position is the most senior tranche of @usesation, in which case the risk
weights set out in column A apply.As regards regtsation positions, the risk weights
set out in column E are applied, unless a giveeraw#isation position is the most
senior tranche of a resecuritisation and none @futiderlying exposures constituted in
itself a resecuritisation exposure, in which cdse risk weights set out in column D
apply. In determining whether a given tranche B ftfost senior, it is not required to
include the amounts due on interest rate-basedjfoirrency derivative transactions,
due payments or other similar payments.”,

f) 8 96 shall be repealed,

g) 8 97 shall be worded as follows:

“897.1. In calculating the effective number of exposurescuritised, multiple
exposures to a one obligor must be treated asxpusere.



2. The effective number of exposures is calculasd

(2 EAD )°
N = ZEAD ’

where EAD represents the sum of the exposure values ofxglbseires to the ith
obligor, where i stands for the ordinal number loligor.

If portfolio share associated with the largest expe G is available, the bank may
compute N as 1/,

h) 8§ 98 shall be repealed,

i) 8 100 shall be worded as follows:

“8 100. Subject to the provisions of § 106-108, ftek weight for securitisation
positions in accordance with the supervisory foanmlethod is applied in accordance
with 8 101. However, the risk weight cannot be lowan 20 per cent for
resecuritisation positions and 7 per cent for @ilkeo securitisation positions.”,

J) in 8101, Section 1 shall be worded as follows:

“1. Subject to the provisions of § 106-108, the&k ngeight to be applied to the exposure
amount shall be

12,5 (S[L+T]-S[L])/T

where:

if x < Kirbr
S[x]= o .
Kirbr + K[x] — K[Kirbr] + (d (Kirbr/ w)@ — gwikirbr = x)/Kirbr ) if  Kirbr <x

where:



h = (1 - Kirbr /ELGD )"
= Kirbr /(1 - h)
v _ (ELGD - Kirbr ) Kirbr + 0,25 (1 - ELGD ) Kirbr
N

- [v + Kirbr 2 _CZJ , (L= Kirbr )Kirbr - v
1-nh l-h)r

g _ (@-c)c _ 1
f

a = gLt

b =gll-c)

d =1- (1-h)d1- Beta [Kirbr ; a, b])

K[x] = @ - h)Q(1 - Beta[x; a,b]) x + Beta [x;a +1,b]c)

1= 1000
w=20

Beta [x; a, b] refers to the cumulative beta disttion with parameters a and b evaluated at x.
T (the thickness of the tranche in which the posiis held) is measured as the ratio of (a) the
nominal amount of the tranche to (b) the sum ofdkposure values of the exposures that
have been securitised. For the purposes of cailegldt the exposure value of a derivative
instrument listed in 8 31 of Appendix No. 2 to tResolution, shall, where the current
replacement cost is not a positive value, be thenp@al future credit exposure calculated in
accordance with Appendix No. 16 to the Resolution.

Kirbr is the ratio of (a) Kirb to (b) the sum ofetlexposure values of the exposures that have
been securitised. Kirbr is expressed in decimahf@e.g. Kirb equal to 15% of the pool would
be expressed as Kirbr of 0.15).

L (the credit enhancement level) is measured asrdlie of the nominal amount of all
tranches subordinate to the tranche in which thsstipa is held to the sum of the exposure
values of the exposures that have been securitSaepitalised future income shall not be
included in the measured L. Amounts due by couatéigs to derivative instruments listed in
§ 31 of Appendix No. 2 to the Resolution that repre tranches more junior than the tranche
in question may be measured at their current reptent cost (without the potential future
credit exposures) in calculating the enhancemenet.le

N is the effective number of exposures calculateddcordance with § 97. In the case of a
resecuritisation the bank takes into account thenbmr of securitisation exposures in a
resecuritised pool, rather than the number of Ugihgr exposures in underlying pools from
which the underlying securitisation exposures amved.

ELGD, the exposure-weighted average loss-giventtdigia calculated as follows



> LGD, [EAD,
ELGD = -
> EAD,

where LGDi represents the average LGD associatéid &li exposures to the ith obligor
(where i is the ordinal number of obligor), and L@&Ddetermined in accordance with the
internal ratings method for calculating the capreduirement on credit risk, as set out in
Appendix No. 5 to the Resolution.

In the case of resecuritisation, an LGD of 100%l|dieaapplied to the securitised positions.
When default and dilution risk for purchased reables are treated in an aggregate manner
within a securitisation (e.g. a single reserve werecollateralisation is available to cover
losses from either source), the L@@put shall be constructed as a weighted averagheof
LGD for credit risk and the 75% LGD for dilutiorsk. The weights shall be the stand-alone
capital charges for credit risk and dilution riglspectively.”,

k) 8 121 shall be worded as follows:

“8§ 121. A bank may not include the amount of risk-weightegposure of a

securitisation position, to which the risk weight ©250% is assigned, in the
calculations, provided it deduced the value of expe of such position from own funds
according to 8 3 Sec. 1 point 5 of the Resolutiorown funds.”;

17)in Appendix No. 19:

a) § 4 shall be worded as follows:

“8 41. The value at risk model may be applied by bankgHerpurpose of calculating
capital requirements on specific risk associatetth wommercial positions in debt and
equity securities if, in addition to the requirerteeneferred to in 8§ 3, the following
requirements are met:

1) concerning the model:

a) the model explains past price fluctuations witlna portfolio,

b) the model includes concentration in terms of pdidfeize and structure
changes,

c) the model is resistant to unfavourable market donts,

d) the model is tested as part of a verification tgkinto account an
assessment of whether specific risk was thorouigiclyded,

e) the model accounts for the risk associated withtype of instrument, i.e.
the bank should demonstrate that the internal masledensitive to
idiosyncratic differences between similar but rgrnitical positions,

f) the model accounts for the risk of unfavourableeli@yments;

2) regarding the bank:

a) using the model, the bank makes a conservativessssmt of the risk
associated with a lower liquidity position or a iied pricing
transparency position, adopting feasible marketvtiiscenarios,

b) the model makes use of accurate and complete data,



c) In situations where data are insufficient or fal teflect the actual
volatility of a position or portfolio, estimates afarket indices may be
used, provided that they are appropriately consera

3) the bank uses new technologies and market pracgtsey develop.

2. In calculating the capital requirement on specifgk using a model, a bank may
determine to exclude from these calculations pmsticoncerning securitisation or
nth-to-default credit derivatives, for which capitaquirements are met with respect
to the types of risk associated with positionsetsosit in appendices nos. 2, 8 and 9
to the Resolution, save for those positions thatsaibject to the method set out in §
4i.

3. Banks are not expected to account for the risletault and migration with respect to
market debt securities in their model if it accaumbr the risk by meeting the
requirements set out in 8 4 Sec. 4-9 and 8§ 4a-4h.

4. A bank that is subject to the provisions of $et. 1-3 with respect to market debt
securities should have a method that allows itriclude in calculating capital
requirements the risk of default and the risk ofraiion with respect to positions of
its trading portfolio which constitute incrementak in the case of the types of risk
included in the measurement of value at risk reféto in § 4 Sec. 1-3.

5. The bank demonstrates that its method meetprtitential standards comparable to
the standards applicable to the method set outpimeAdix No. 5 to the Resolution,
assuming that the risk level is constant and adijests are made as necessary to
account for the effect of liquidity, concentratidvedging and optionality.

6. The incremental risk incorporation method in theecaf risk of default and risk of
migration includes all positions subject to thecoddtion of the capital requirement
on specific interest rate risk but does not includesitions associated with
securitisation or nth-to-default credit derivatives

7. Subject to the approval of the Polish FinanSiapervision Authority, the bank may
consistently account for all the positions in tlgiiges listed on regulated markets
and positions in derivatives, accounting for whistconsistent with the method of
internal risk measurement and management by thie ban

8. The method accounts for the effect of the cati@h between instances of default and
migration.

9. The effect of the differentiation between insts of default and migration, on the
one hand, and other market risk factors, on therdthnd, is not taken into account.

a) the following § 4a-4i shall be added after aatbtv § 4, in the following wording:

“8 4al. The method of accounting for incremental risk ia dase of risk of default and
migration measures the loss resulting from defamtl internal or external rating

changes in accordance with the confidence bradk#®.8% within an equity horizon of

1 year.

2. Correlation assumptions are based on a thoranglysis of objective data.

3. The method referred to in Sec. 1 should dulpiperate the concentrations of an
issuer or issuers.

4. Concentrations that may arise under stress tiongliwithin a single product class or
a greater number of product classes.



5. The method should be based on the assumptiarcohsistent risk level over a one-
year equity horizon, which implies that each positor group of positions in a trading
portfolio for which there was a default or migrati@luring their liquidity horizon
maintains the original risk level at the end of liqeidity horizon.

6. Alternatively, the bank may decide to apply egsttically the assumption with
respect to maintaining a consistent position fpeaod of one year.

7. Liquidity horizons are determined on the basishef period prescribed for the sale of
a position or hedging against all material typepa¢ing risks that apply under stress
market conditions, with particular emphasis ondize of a position.

8. Liquidity horizons reflect actually applied ptiaes and experiences, of both
systematic and idiosyncratic type, for the periofithe occurrence of stress conditions.
9. A liquidity horizon is measured in accordancehwionservative assumptions and
should be long enough for the sale or hedging &@ien not to materially affect the
sale or hedging price.

10. In determining the appropriate liquidity homzéor a single position or group of
positions, the lower, three-month threshold applies

11. In determining the relevant liquidity horizoorfa single position or group of
positions, internal policies of the bank regardirajuation adjustments and past due
position management are taken into consideration.

12. If the bank determines liquidity horizons not individual positions, but for groups
of positions, the criteria used to define groupgos$itions should be determined in a
manner that specifically reflects liquidity differees.

13. Liquidity horizons should be longer for positgocharacterised by concentration,
reflecting the longer period of time necessarydaitiate these positions.

14. The liquidity horizon for the securitisation iehouse should reflect the period of
time required under stress market conditions tabdish, sell and securitise assets or to
hedge important risk factors.

8 4b1. In order to account for incremental risk, in theeaf the risk of default and the
risk of migration, the method used by the bank majude hedging.

2. Balancing of positions is permitted if long asklort positions concern the same
financial instrument.

3. The effects of hedging or diversification asated with long and short positions
concerning different instruments or securities lté same obligor and with long and
short positions concerning various issuers maydoeunted for solely using specific

modelling of long and short gross positions witgamel to various instruments.

4. The bank accounts for the effect of the risk thay arise during the time between
the date of maturity of the collateral and the iliifty horizon, and the possibility of the

occurrence of a material underlying risk in positibedging strategies, by products,
senior standing in the capital structure, interoalexternal rating, maturity date and
other differences before instruments.

5. The bank takes into account collateral onlyh® ¢xtent that the collateral may be
maintained even if there is a likelihood of occaoe of a credit event or another similar
event.

6. For trading portfolio positions hedged using ayic position hedging strategies
(hedging strategies), changes in the hedging streichay be recognised in the liquidity
horizon of the hedged position, provided that taeko



1) decides to model the changes in the hedging steictonsistently throughout the
group of trading portfolio positions;

2) has demonstrated that including the structural ghamresults in improved risk
measurement; and

3) has demonstrated that markets for instruments itotnsg collateral have sufficient
liquidity to enable such changes in collateral dtite even during times of stress
conditions. Possible residual risk resulting fronynamic position hedging
strategies (hedging strategies) must be accountad the capital charge.

8 4cl. This method of accounting for incremental riskthe case of risk of default and
risk of migration, reflects the non-linear effecfsoptions, structured credit derivatives
and other positions characterised by material nmweslity in the area of pricing

changes.

2. The bank also duly takes into account the amofimisk of the model inherently

associated with pricing risk valuation and estimratvith respect to such products.

8 4d. The method of accounting for incremental riskhe tase of risk of default and
risk of migration relies on objective and curreatal

§ 4el. As part of an independent review of the risk measient system and model
validation, in accordance with the requirementsfegh herein, the bank conducts the
following activities in connection with the methoflaccounting for incremental risk in
the case of risk of default and risk of migration:

1) verifies whether their method of modelling corredat and pricing changes is
appropriate for the bank’s portfolio, with partiaulemphasis on systematic risk
choice and weight;

2) carries out a variety of stress tests, includingeasitivity analysis and a what-if
analysis to evaluate the justifiability of the apgch in terms of quality and
guantity, in particular with respect to the methaidaccounting for concentration.
The tests are not limited to the scope of everdsdbcurred in the past;

3) applies appropriate quantitative validation, inchgdappropriate internal reference
values for the purposes of modelling.

2. The method of accounting for incremental riskha case of risk of default and risk
of migration is consistent with the internal riskamagement methods applied by the
bank for the purpose of identifying and measurigges of commercial risk and
managing that risk.

§ 4f. The bank documents its method of accounting foreimental risk for the risk of
default and risk of migration so that its correatiassumptions and other assumptions
for the purposes of modelling are transparentHerrelevant authorities.

8 4g1. If the bank applies the method of accounting faremental risk in the case of
risk of default and risk of migration, which is noinsistent with all the requirements
set out in 8 4 Sec. 4-9 and § 4a-4i, but compligls the internal methods applied by the
bank for the purpose of identifying and measuriigl and managing the risk, the
capital requirement calculated in accordance wWithrhethod used by the bank cannot
be lower than if it were calculated using a mettibdt fully complies with the
requirements set out in 8 4 Sec. 4-9 and 8 4a-4i.



2. No less than once a year, the Polish Financipk&ision Authority checks whether
the bank applying the method referred to in Secothplies with the requirements
referred to in this provision.

8 4h. No less than once a week, the bank makes thelaatns required under the
method selected in order to account for incremensél in the case of risk of default
and risk of migration.

8§ 4i. 1. The Polish Financial Supervision Authority apf® the application of an
internal method of calculating the additional cabrequirement, instead of the capital
requirement for a correlation trading portfolio ascordance with 8 14a of Appendix
No. 9 to the Resolution, provided that all the iegments set out herein have been met.
2. The method set forth in Sec. 1 duly accountsfiotypes of pricing risk with respect
to the confidence bracket of 99.9% within a oneryeapital horizon, assuming a
constant risk level, and in relevant cases adjustsna&e made to account for the effect
of liquidity, concentration, hedging and optionalit
3. The bank may apply the method referred to heceamy positions managed together
with the positions in a correlation trading porithpl and may then exclude these
positions from the method required under § 4 Semdib.
4. The capital requirement amount set out in Sefor All types of pricing risk is not
lower than 8% of the capital requirement that wdugdcalculated in accordance with §
14a of Appendix No. 9 to the Resolution for all pioss included in the capital
requirement for pricing risk.
5. In particular, the following types of risk shdude duly accounted for:
1) cumulative risk resulting from numerous instanceks default, including
arrangement by significance of the instances aduléfin the tranche products;
2) credit spread risk, including the gamma and cr@safga risk;
3) volatility of (implied) market correlations, includy cross-correlation effects
between spreads and correlations;
4) basis risk, including both:
a) the basis between index spread and spread of therlymg simple
instruments, and
b) the basis between the (implied) market correlatadnthe index and the
correlation of bespoke portfolios;
5) volatility of the rate of recovery as it is relatemthe fact that rates of recovery
tend to affect tranche prices; and
6) to the extent that extensive risk measurement takesaccount the benefits of
dynamic hedging, hedge slippage and the potertstl @f changing the structure
of the hedges.
6. For the purpose of this paragraph, the bankegstisufficient market data to
guarantee that it will fully account for materigdle of exposure in its internal method in
accordance with the standards set forth herein, theough past result verification or
other methods, it demonstrates that its risk measents can duly account for past
product price fluctuations, and that it ensures ithia possible to separate the positions
which it is authorised to include in the capitafjugement in accordance with this
paragraph, from the positions for which it doesmete such authorisation.



7. As regards the portfolios referred to hereirg bank regularly applies the agreed
stress test simulations.

8. Such stress test scenarios assess the effeites$ conditions on the ratio of default,
rate of recovery, credit spreads and correlatiooscerning the appropriate profit
centres (desks) of the financial result of a catreh trading portfolio.

9. The bank applies such stress test simulationlessothan once a week and provides
the Polish Financial Supervision Authority, no |#$3n once a quarter, with a report on
the results of such simulations, which also incladmparisons with the bank’s capital
requirement, as stated herein.

10. Any instances of material shortages in thetabpharge recorded in a stress test are
duly reported to the Polish Financial Supervisiarthfrity.

11. On the basis of the stress test results, ttishPBinancial Supervision Authority
may, pursuant to Article 138a of the Banking Lawtedmine to impose on the bank an
additional capital requirement with respect to¢berelation trading portfolio.

12. No less than once a week, the bank calculatesdpital requirement to account for
all types of pricing risk.”,

c)in §5:

- in point 2, letter a shall be worded as follows:

“a) the equivalent of a ten-day period of maintagha position, with the stipulation
that the bank may use VaR measurements calculatemcdordance with shorter
periods of maintaining a position, scaled up talags, for instance through the square
root of time; banks using this method provide pdidgal justifications of its accuracy
to the Polish Financial Supervision Authority,”,

- point 4 shall be worded as follows:

“4) monthly update of the data collection.”,

a) the following 8§ 5a-5c shall be added after agldw § 5, in the following wording:

“8 5a.1. The bank calculates “value at risk under stoeslitions” on the basis of the
measurement of the value at risk of the currentfglay for a ten-day period of
maintaining the position, with a materiality thretthof 0.01, and the input parameters
for the value at risk model are scaled up or domadcordance with past data from a
continuous twelve-month period of stress conditicaqgpropriate for the institution’s
portfolio risk profile.

2. The choice of the past data must be approvethéyPolish Financial Supervision
Authority and is subject to annual review by thalka

3. The bank calculates the value at risk undessitenditions at least once a week.

8 5b. The bank meets daily the capital requirement esga@ as the sum of the values in
point 1 and 2, and the bank that uses a modelltnlate the capital requirement for
specific position risk meets the capital requiretrexpressed as the sum of the values in
point 3 and 4;

1) the higher of:



a) value at risk on the preceding day, calculateccooedance with 8 5 (VaR),
and

b) average of the daily measurements of value at cakulated in accordance
with 8 5 every day over the past 60 business degRy{y, multiplied by
multiplier (my);

2) the higher of:

a) last available value at risk under stress conditiaalculated in accordance
with § 5a (sVaky), and

b) average of the measurements of value at risk umstiess conditions,
calculated in the manner and frequency set out Ba&ver the past 60
business days (sVaR), multiplied by multiplier (ng);

3) capital requirement calculated in accordance witheadices No. 2, 8 and 9 to
the Resolution for the position risk with respeztsecuritisation positions and
nth-to-default credit derivatives in the tradingtbaio, save for those included
in the capital requirement in accordance with § 4i;

4) the higher of the most recent additional defautt amgration risk measurement,
calculated in accordance with § 4 Sec. 4 and Sheraverage measurement of
that risk from the last twelve weeks, and, in appede cases, the higher of the
most recent measurement of all types of pricing, rcslculated in accordance
with § 4i or the average measurement of these tgpask from the last twelve
weeks.

8 5c¢.Banks also carry out reverse stress tests, whighistoin determining a materially
negative result, and then determining the reasndsansequences that might lead to it,
in particular, a scenario or set of scenarios.”,

e) 8§ 9 shall be worded as follows:

“8 91. The risk measurement model accounts for a sufficiamber of risk factors that
should depend on the scope of the bank's actinitglevant markets. If a risk factor is
included in the bank’s valuation model, but is natluded in the risk measurement
model, the bank should have a valid justificatibisuch omission.

2. The risk measurement model should also inclbdenbn-linearity aspect in the case
of options and other products, as well as theafstorrelation and basis risk.

3. In the case of applying substitute market figuh@ risk factors, such figures should
be tested and proven effective with respect tgtgtion maintained.

4. Furthermore, with respect to each type of rikk, requirements set out in § 10-13
also apply.”,

f) 8 19 shall be repealed,

g) 8 20 and § 21 shall be worded as follows:

“8 20. Correction ratios () and (m) are determined in accordance with the table
below on the basis of the verification of past hesteferred to in § 14, depending on
number n which constitutes the number of days envidrification period on which the
actual loss on underlying positions covered by \vhkie at risk model exceeded the
value at risk assigned for a given business day:



Number of times exceeded n Correction ratios (mg) and (my)
No more than 4 3.00
5 3.40
6 3.50
7 3.65
8 3.75
9 3.85
10 or more 4.00

§ 21.For each instance of exceeding the above valughwigsults in an increase in
the correction ratios (ghand (m), identified by the bank in the verification presethe
bank will immediately, but no later than five busss days after the completion of the
verification, notify the Polish Financial Superasi Authority of the exceeded values
identified.”;

18)in Appendix No. 21, in 8 32, point 2 is worded aldws:

“2) admitted to trading on regulated stock exchangehe countries of the indices listed
in 8 9 Sec. 1 of Appendix No. 8 to the Resolution;”

8 2 In Resolution 386/2010 of the Polish Financiap&wision Authority of 17 December
2008 on determining liquidity standards bindinglamks (Official Journal of the PFSA No.
8, item 40) in 8 1 in Sec. 2, point 23 shall be daal as follows:

“23) liquid and diversified equities — securitiedarred to in 8 9 Sec. 2 of Appendix No. 8
of the Resolution on the scope and detailed priesipf determining capital requirements
for each type of risk;”".

8§ 3. This Resolution enters into force on 31 Decen2drl.



