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Attachment no. 1 to Resolution No. / 2020 of the Management Board of Alior Bank SA

1. Introduction

The “Capital Adequacy and Other Information Subject to Notice of the Capital Group of Alior Bank SA as at 31
December 2019" report was prepared in accordance with the requirements of Part Eight of Regulation (EU) No.
575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential requirements for credit
institutions and investment firms (CRR), taking into account the provisions of Article 111 of the Polish Banking Law Act
of 29 August 1997 (Dz. U. [Polish Journal of Laws] of 2019, item 2357, as amended) and Recommendation M of the
Polish Financial Supervision Authority on operational risk management in banks and P Recommendation of the Polish
Financial Supervision Authority concerning the system of monitoring the financial liquidity of banks, Guidelines of the
European Banking Authority concerning disclosure of non-performed and restructured exposures, and the Information
Policy Rules of Alior Bank SA approved by the Supervisory Board of Alior Bank SA.

Unless otherwise indicated, the Report presents consolidated data of the Capital Group of Alior Bank SA. Alior Bank SA
has a dominant impact on the shape of the risk profile in the Bank’s Capital Group, therefore some of the information
contained in the report concerns the unit data of Alior Bank SA. Unless otherwise indicated, numerical data presented
in the Report was expressed in thousands of zlotys.
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2. Information about the Capital Group

As at 31 December 2019, the Capital Group of Alior Bank SA consists of: Alior Bank SA, as a parent company and
subsidiaries in which the Bank holds majority shares.

On 31 December 2019, the Capital Group was composed of the following units:

Alior Services Sp. z 0.0. 100%
Alior Leasing sp. z 0.0. 100%
- Serwis Ubezpieczeniowy sp. z 0.0. 100%
Meritum Services ICB SA 100%
NewCommerce Services sp. z 0.0. 100%
Alior TFI SA 100%
Absource sp. z 0.0. 100%
Corsham sp. z 0.0. 100%
- PayPo sp. z 0.0. 20%
RBL_VC sp. z 0.0. 100%

For the purposes of calculating the solvency ratio in 2019, prudential consolidation was applied (in accordance with
art. 19 of Regulation (EU) no. 575/2013 of the European Parliament and of the Council of 26 June 2013) - consolidation
encompassed Alior Bank SA and Alior Leasing sp. z 0.0.

Differences in accounting and regulatory consolidation in the form of consolidated financial statements of the Capital
Group of Alior Bank SA are presented in the table below:

ASSETS

Cash and cash equivalents 1,379,127 1,375,207
Receivables from banks 212,885 212,885
Investment financial assets 15,798,674 15,798,474
measured at fair value through other comprehensive income 10,438,695 10,438,695
measured at fair value through profit or loss 543,925 543,725
measured at amortized cost 4,816,054 4,816,054
Hedging derivatives 134,832 134,832
Receivables from customers 55,871,308 55,873,736
Assets hedging liabilities 335,489 335,489
Tangible fixed assets 763,585 762,918
Intangible assets 580,352 544,348
Investments in associates 9,822 111,586
Assets for sale 103 103
Income tax assets 1,164,764 1,158,106
Other assets 484,893 477,798
TOTAL ASSETS 76,735,834 76,785,482
LIABILITIES

Owed to banks 822,543 822,543
Owed to customers 64,999,259 65,026,514
Financial liabilities measured at fair value through profit and loss account 436,856 436,856
Hedging derivatives 40,676 40,676
Provisions 358,869 358,854
Other liabilities 1,429,676 1,425,294
Income tax liabilities 94,905 94,296
Subordinate liabilities 1,793,985 1,793,985
TOTAL LIABILITIES 69,976,769 69,999,018
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3. General principles of risk management at the Bank and the Capital Group

Risk management at Alior Bank SA takes place on the basis of internal regulations adopted by the Management Board
and approved by the Supervisory Board, taking into account prudential regulations resulting from the provisions of
law

and good practices recommended by regulatory authorities.

The general objective and framework rules applicable at the Bank in the risk management process are laid down in the
Risk Management Policy at Alior Bank SA. The Bank's detailed policy has been regulated in separate documents which
specify the following rules:

e credit risk and concentration risk,
e counterparty risk,

e market risk,

e liquidity risk,

e operational risk,

e model risk,

e capital risk,

e compliance risk,

e business risk.

The main objective of the risk management policy at the Bank is to ensure early recognition and appropriate
management of all significant types of risk connected with the business activity conducted. The scope of risk is verified
in terms of materiality on a regular basis, once a year or more frequently, if there are premises for changing the risk
profile of the Bank or its environment.

After the verification of the scope of risk, the Bank recognized the following types as material:

e credit risk — insolvency risk,

e residual credit risk,

o credit risk of large exposures,

e credit risk — trade concentration,

e credit risk — concentration towards the Customer or a group of Related Customers,
o credit risk — concentration in foreign currency,
e credit risk — concentration in the region,

e credit risk — concentration of collaterals,

o settlement risk/delivery risk with a later settlement date,
e operational risk,

o T risk,

o risk of delays, failure to deliver IT solutions,

e market risk in the trading book,

e liquidity risk,

e interest rate risk in the banking book,

e model risk,

e business risk,

e capital risk,

e excessive financial leverage risk,

e economic environment risk,

e compliance risk,

e reputational risk.
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The Bank's target risk profile is assessed on the basis of the current risk profile, strategic plans, and the defined tendency
to take risk.

The Bank supervises the functioning of subsidiaries of the Capital Group of Alior Bank SA. The Bank supervises the risk
management systems in these entities and takes into consideration the risk level of activities of particular entities within
the risk monitoring and reporting system on the level of the Bank’s Capital Group. Subsidiaries create and update
internal regulations on the management of significant types of risk, taking into account recommendations formulated
by the Bank and taking into account the provisions of the Risk Management Policy of the Group of Alior Bank SA in
relation to subsidiaries.
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4. Risk adequacy statements

As part of the risk appetite, the Management Board of the Bank approved the expected levels of key capital ratios of
the Bank for 2019 at the level of: total capital ratio - 13.75% and Tier 1 equity ratio - 11.75%. The expected ratio of
internal capital coverage was approved at 1.5%.

By decision of 14 October 2019, the Polish Financial Supervision Authority cancelled the decision of the Polish Financial
Supervision Authority of 31 July 2018 ref. DAZ-W5.751.1.2018 identifying Alior Bank S.A. as belonging to the other
institution of systemic importance category, and removed the duty of other institutions of systemic importance to
maintain a buffer (on stand-alone and consolidated basis), at the equivalent of 13.50% of the total risk exposures,
calculated in accordance with Article 92(3) of the EU CRR (no. 575/2013).

The structure of the value of the risk exposure assessed, measured by the measure of the capital requirement for
individual types of risk during 2019 remained at a level consistent with the structure of the risk exposure volume in the
entire banking sector in Poland.

The structure of the value of the risk exposure assessed confirms the domination in the total exposure to credit risk. In
accordance with the policy, the Bank does not maintain a significant exposure to market risk, therefore the share of
risk in the exposure structure is small. The share of exposure to operational risk (measured by the AMA model, TSA (for
a branch in Romania)), and BIA for (Alior Leasing) was similar to the average share for the banking sector in Poland.

The structure of capital requirements in the Bank and in the banking sector in Poland is presented below
as at 30 September 2019 (data as at 31 December 2019 has not been presented due to the lack of available data on
the banking sector as at the date of publication of this report).

due to credit risk, counterparty credit risk, dilution risk and deliveries with a later settlement date 91.26% 90.83%
due to settlement risk 0.00% 0.00%
due to position risk, currency risk, and commodity price risk 0.65% 1.53%
due to operating risk 7.76% 7.40%
due to fixed indirect costs 0.00% 0.00%
due to adjustment of credit valuation 0.33% 0.23%
due to large exposures in the trading book 0.00% 0.00%
other risk exposure amounts 0.00% 0.01%
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5. Risk management organizational structure

In order to efficiently and effectively manage the risk system at Alior Bank SA, supervision, control, and responsibility

for the operation of this system were entrusted with:

e The Supervisory Board,

e The Risk Committee of the Supervisory Board,

e The Management Board of the Bank,

e Committees (Capital, Assets and Liabilities Committee — CALCO, Operational Risk Committee, Credit Risk and
Business Initiatives Committee, Model Risk Committee, Bank Credit Committee),

¢ Organizational units responsible for individual types of risk,

e The Internal Audit Department.

The Bank's risk management system is based on three independent lines of defence. Its framework sets out the
standards applicable in the banking sector and guidelines contained in regulations, including supervisory
recommendations which are reflected in applicable internal regulations.

The Supervisory Board supervises the risk management system, assesses the adequacy and effectiveness of this system
and supervises the compliance of the Bank's policy with regard to risk taking with the strategy and financial plan, and
accepts the Bank's risk appetite.

The Risk Committee of the Supervisory Board was appointed to support the Supervisory Board in supervising the risk
management process at the Bank. The Committee operates on the basis of the Rules of Procedure of the Risk
Committee of the Supervisory Board of Alior Bank SA approved by the Supervisory Board. The Committee's tasks
include, among other things, issuing opinions on the overall, current and future readiness of the Bank to take risk,
issuing opinions on the risk management strategy at the Bank, and analysing information submitted by the
Management Board concerning the implementation of this strategy. In addition, the Committee supports the
Supervisory Board in supervising the implementation of the risk management strategy at the Bank by senior
management staff, verifies the compliance of the price of liabilities and assets offered to customers, provides opinions
on regulations defining the Bank's strategy and approach to taking risks, and analyses cyclical reports on the
implementation of the strategy and policies. In 2019, the Risk Committee of the Supervisory Board held 10 meetings.

The Management Board of the Bank exercises general control over the risk management process, defines the Bank's
strategy for managing individual types of risk and ensures the operation of the risk management system. In effective
management of individual types of risk, it is supported by the Committees appointed for this purpose. The Committees
make decisions/issue recommendations at stationary meetings or by circulation.

The most important competences of the CALCO Committee include supervision over market risk, liquidity risk, as well
as capital, assets and liabilities management. In 2019, the CALCO Committee held 50 meetings.

The Operational Risk Committee was established in order to support the Management Board in effective operational
risk management at the Bank. The Committee monitors the level of exposure to operational risk and assesses the
situation in terms of operational risk throughout the Bank. In 2019, the Operational Risk Committee held 14 meetings.

The aim of the Credit Risk and Business Initiatives Committee is to support the Bank's Management Board
in effective management of the Bank’s credit risk, including credit concentration risk, taking into account significant
subsidiaries. In 2019, the Credit Risk and Business Initiatives Committee held 9 meetings.
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The Model Risk Committee supports the Management Board of the Bank in effective model risk management, taking
into account significant subsidiaries in which the model risk was considered significant as part of the Internal Capital
Adequacy Assessment Process (ICAAP). In 2019, the Model Risk Committee held 2 meetings.

The subject matter of the Bank's Credit Committee is the approval of credit decisions on the Bank undertaking, balance
sheet and off-balance sheet exposure, making decisions on the introduction of special offers, and making decisions in
all matters not regulated in the Credit Competences Principles, connected with the Bank undertaking credit risk, up to
the amount of the limit of competence granted.

The Bank exercises supervision of the operations of the subsidiaries belonging to the Bank’s Capital Group. The Bank
supervises risk management systems in these entities and takes into account the level of risk of activity of individual
entities as part of the risk monitoring and reporting system at the level of the Bank’s Capital Group.

Responsibility for risk review at Alior Bank SA rests with the Risk Significance Group. The Group comprises
representatives of individual divisions and areas of the Bank's activity, having appropriate knowledge of the current
and potential risk. In particular, these are representatives of units responsible for credit risk, market risk, and operational
risk management.

Due to the diversity of phenomena accompanying individual types of risk, each of them is managed by the relevant
leading unit. In the case of credit risk, individual functions related to identification, measurement, assessment
and monitoring were divided between several organizational units.

The detailed scope of tasks of individual units is presented when discussing each type of risk.

The Internal Audit Department carries out independent inspections aimed at providing the Supervisory Board and the
Management Board of the Bank with objective information and assessments concerning the risk management process,
its compliance with internal and external regulations.



Attachment no. 1 to Resolution No. / 2020 of the Management Board of Alior Bank SA

6. Credit risk
6.1 Organization of credit risk

Strategy

The Bank's strategy provides for a universal nature of an institution which directs its offer both to Individual Customers
(KI) and Business Customers (KB).

The Bank has defined the credit risk strategy in relation to individual groups of Customers by:

e specifying credit products and introducing them to the offer, taking into account a detailed description of their
parameters (product cards), such as: product buyers; object of financing; product purpose; requirements for
borrowers; minimum and maximum amount; lending period; form of product operation and its currency; rules of
payment, repayments and grace periods, and description of collaterals used together with information
on the required LtV ratio level. A strictly defined product offer has been prepared for each homogeneous group of
Customers,

e specifying the expected risk profile of Customers on the basis of individual rating or scoring assessments assigned
to them and the expected share of individual groups in the credit portfolio. The Bank defined the expected
distribution of scoring and rating results,

e specifying the expected risk profile of credit products implemented at the Bank, expressed by standard risk costs.
Standard risk costs depend, among other things, on the probability of impairment and value of established
collaterals,

e making the strategy dependent on the distribution channel of individual products dependent on credit risk
management (i.e. Bank Branches, Contact Center, Internet, Agencies and Intermediates) and impact of each of them
on credit risk. This was reflected in credit processes dedicated to individual channels and standard risk costs,

e risk diversification thanks to the application of concentration limits,

e risk reduction thanks to various levels of DTI (indicator expressing the ratio of the sum of monthly costs related to
servicing liabilities and monthly financial liabilities other than credit liabilities to net income),

e limiting credit risk by establishing credit collaterals,

e reduction of credit risk as part of the implementation of defined monitoring processes.

Organizational structure of the credit risk management and control process

In order to ensure the correctness of credit processes at the Bank, Departments implementing strictly defined tasks
are functioning:

Corporate Customer Analysis Department responsible for:

e analysis of credit applications and managing credits for Corporate Customers, including specialized portfolios
(AGRO, Leasing),

e assessment of credit capacity and creditworthiness in accordance with defined methodologies and expert
knowledge, as well as making decisions in accordance with the applicable credit competences,

e structuring transactions taking into account the risk appetite defined at the Bank,

¢ making decisions in accordance with the applicable credit competences,

e preparation of credit documentation,

e credit risk assessment and its inclusion in the minimum credit price,

o verification of the conditions for launching/granting a credit product and sending posting instructions
in the scope of management of credit accounts,

e management of credit committees,

e valuation and periodic monitoring of KB mortgage collaterals.

10
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The SME Customer Analysis Department responsible for:

e analysis of credit applications and credit management for the SME segment, including specialized portfolios
(Leasing),

e assessment of credit capacity and creditworthiness in accordance with defined methodologies and expert
knowledge, as well as making decisions in accordance with the applicable credit competences,

e structuring transactions taking into account the risk appetite defined at the Bank,

e making decisions in accordance with the applicable credit competences,

e preparation of credit documentation,

e credit risk assessment and its inclusion in the minimum credit price,

o verification of the conditions for launching/granting a credit product and sending posting instructions
in the scope of management of credit accounts,

Restructuring and Debt Collection Department responsible for:

e minimizing credit losses in the business customer's portfolio by conducting effective and cost-efficient monitoring,
restructuring, and debt collection activities,

e developing and implementing a strategy for recovering exposures or restoring them to a condition that allows
returning to regular business,

e monitoring and supervising individual stages of restructuring, debt collection or sale of individual exposures,

e preparing credit applications in restructuring and debt collection processes,

e preparing and signing agreements, arrangements and submitting, on behalf of the Bank, declarations concerning
exposures submitted to individual processes,

e preparing documentation and referring cases to court and enforcement proceedings, monitoring of pending court
and enforcement proceedings, cooperation with bailiffs,

e conducting field inspection as part of verification of collaterals and recovery of receivables in restructuring and debt
collection processes,

e estimating provisions and the IAS revaluation write-down using the individual approach,

e redemption and write-down of receivables,

e sale of receivables on an individual basis and preparation for sale of portfolio receivables,

e securing, taking over and selling assets acquired from customers in restructuring processes and debt collection.

KB Monitoring Department responsible for:

e periodic monitoring of the financial and economic condition of credit customers, sources of repayment, and
correctness in handling KB credits, with particular emphasis on KB Customers credited with structured instruments,

e periodic monitoring of collaterals securing credit exposures of KB Customers, in particular verification of the
correctness of their establishment, registration in the Bank's systems and the value of collaterals,

e monitoring of the portfolio of receivables acquired by the Bank and identification of the risk of repayment of debt
acquired under factoring agreements,

e monitoring of contractual clauses, in particular those concerning financial covenants, impact adequacy clause and
“borrowing base”, and imposing contractual penalties in the case of failure to implement them,

e identification and assessment of Early Warning Signals (EWS) and preparation of recommendations for appropriate
remedial actions,

e issuing recommendations concerning the classification of the customer, proposed Rating, and indicating the strategy
of cooperation and defining recommendations after monitoring,

e analysis of productivity and effectiveness of credit processes, diagnosis of bottlenecks, process errors
and taking actions to increase the effectiveness of monitoring processes,

e monitoring of collaterals and contractual clauses constituting part of structured loans.

11
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Corporate Customer Credit Risk Department responsible for:

e developing and supervising the implementation of the product credit strategy for business customers of the
corporate segment (MID/LARGE) with regard to the criteria for granting exposures, offers and the shape of the credit
process,

e management of the credit policy of specialized finance (factoring, leasing, AGRO),

e recommending changes in the credit strategy with an assessment of impact on the Bank's results, including the
credit strategy of Alior Leasing,

e optimization of the credit strategy for business customers of the corporate segment,

e issuing opinions on products and processes in terms of credit risk reduction,

e preparing simulations of changes in the credit process and credit policy and assessing their impact on the Bank's
results,

e portfolio and process monitoring based on defined reports and problem reviews,

e implementation of the assumed portfolio parameters in terms of credit risk,

e creating, reviewing and updating credit risk assessment methodologies used in granting credit products for the
corporate segment,

e managing the Bank's industry strategy,

e developing, reviewing and updating policies and other regulations on the functioning of collaterals for credit
exposures,

e developing and updating the rules of cooperation with the project of monitors and external experts,

e development of requirements for tools and systems supporting the handling of collaterals,

e developing and implementing rules for dealing with related entities,

e reporting and analysis of the quality of collaterals for credit exposures at the Bank,

e monitoring the statistical value of real estate being collateral for credit exposures,

e cooperation with Amron with regard to the exchange of data on mortgage collaterals.

SME Customer Credit Risk Department responsible for:

e developing and supervising the implementation of the product credit strategy for business customers of the SME
segment with regard to the criteria for granting exposures, offer, and the shape of the credit process,

e recommendation of changes in the credit strategy with an assessment of impact on the Bank's results, including the
credit strategy of Alior Leasing.

e optimization of the credit strategy as part of business customer sub-segments,

e providing opinions on products and processes in terms of credit risk reduction, including counteracting credit fraud,

e preparing simulations of changes in the credit process and credit policy and assessing their impact on the Bank's
results,

e substantive supervision over credit tools ensuring consistency of solutions with methodologies' parameters,

e portfolio and process monitoring based on defined reports and problem reviews,

e analysis and reviews of the entire KB portfolio as regards the implementation of the assumed risk indicators and the
diagnosis of reasons for deviations from the objectives,

e creating x-sell offers and credit algorithms,

e implementation of the assumed portfolio parameters in terms of credit risk,

e creating, reviewing, and updating credit risk assessment methodologies used in granting credit products,

e development of requirements and specifications for tools supporting processes and conducting credit risk
assessment and monitoring,

e analysis of productivity and effectiveness of credit processes, diagnosis of bottlenecks.

e creating and supervising policies, methodologies and credit processes and monitoring,

e building scoring and rating models and model management,

e control of the quality of data used in the model design process and of the production functioning of models,

12
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e maintaining and developing the methodology of credit risk model management in the KB segment,

e implementation of the process of granting expert ratings in the case of types of activity without implemented
statistical models,

e managing the Bank's industry strategy,

e regular review of the quality of KB credit portfolios.

Credit Operations and K| Debt Collection Department responsible for:

e minimizing credit losses by carrying out effective and cost-efficient monitoring, restructuring, and debt collection
activities,

e identification of an optimal debt collection path at the level of a single relation

e monitoring the economic and financial situation of customers in the case of suspected loss of credit capacity,

e identifying cases of violation of contractual clauses and undertaking remedial actions,

e execution of a transaction involving the sale of receivables,

e conducting inspections of individual and business customers prior to granting the credit, prior to the disbursement
of the tranche, and as part of monitoring,

e conducting court and enforcement proceedings in debt collection cases

e cost optimization by implementing solutions based on robotics and automation

e monitoring the correctness and timeliness of establishing target collateral,

e development and administration of tools and systems used to handle monitoring, collection and restructuring
processes of Kl and KB,

e operational management of cooperation with BIK, including: production of periodic update batches in the scope of
clarification of errors and complaints concerning credit reports, provision and verification of data provided at the
request of Bank units to and from BIK S.A. as part of the so-called package inquiries for the KI and KB segments,

e operational management of cooperation with the Polish Bank Association (ZBP) in the scope of data exchange
between the Bank's systems and ZBP databases, including MSWiA / MC registers.

KI Credit Risk Department responsible for:

e shaping the credit policy for credit products for individual customers as part of the defined credit strategy and
budget plan for a given year, in particular introduction of necessary changes in DTI, LTV indicators, maintenance
costs, floating interest rate buffers, currency, and other parameters of individual customer credit policy,

e managing the credit policy in a manner that meets the requirements of the Banking Law, S and T Recommendations,
as well as other guidelines of the KNF and EIB,

e creating and supervising the implementation of the credit strategy in terms of exposure granting criteria,

e creating, reviewing and updating credit risk assessment methodologies used in granting credit products to Individual
Customers,

e developing and supervising the methodology of determining indicators and boundary values of the Individual
Customer credit capacity assessment,

e substantive supervision over credit tools ensuring consistency of solutions with methodologies' parameters,

e monitoring of the portfolio and credit processes based on defined reports and problem reviews,

e monitoring sales channels in terms of credit risk,

e development and management of risk decision-making systems in the process of individual customer assessment,

e cooperation with the Credit Information Bureau and economic information bureaus,

e assessment of transactions and credit capacity of the customer applying for credit products, preparation of credit
recommendations for higher decision-making levels, making credit decisions within the granted competence and
based on applicable credit procedures,

e verification of the conditions for launching products without collateral and mortgage loans,

e verification of the value and valuation of the real estate being the objects of collaterals of the individual Customer's
exposure,

13
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e verification prior to the activation of tranches in terms of the investment progress and the correctness of the funds
used,

e individual monitoring of Kl real estate,

e substantive support of the sales network.

Risk Strategy Department responsible for:

e developing a risk strategy and risk appetite in cooperation with other Bank units,

e development of risk cost budgets,

e developing operational objectives for units in the area of risk consistent with the applicable budget,

e developing the bank's strategy in terms of capital adequacy,

e co-creation of annual budgets in terms of capital requirements,

e monitoring and reporting capital adequacy and defining capital needs,

e supervision over the methodology and process of impairment and the methodology of risk costs,

e supervision over the scoring models of the Individual Customer,

e supervision over the ICAAP process and the methodology of calculating capital requirements,

e supervision over the process of Stress Tests and concentration limits,

e oversight of the Bank’s treasury system,

e coordination of the risk reporting management process to the level of RN and ZB,

e development and maintenance of LGD, FLI and Transfer Logic models.

e developing and supervising the implementation of the credit strategy for the Individual Customer in the scope of
the scoring strategy,

e development of the methodology of building and monitoring Kl scoring models (application and behavioural
models) and development and implementation of new models,

e development of the methodology for estimating expected levels of insolvency for the purposes of estimating
standard risk costs as a credit margin component, budget plans and forecasts,

e development of treasury products and services and distribution channels,

e participation in development projects related to the development of quality assessment models and predicting the
level of loss ratio for new portfolios, channels and processes for Kl portfolios,

e development and maintenance of PD lifetime models for Individual Customer portfolios,

e implementation, parametrization and maintenance of treasury product management systems,

e substantive supervision over the functioning of the interfaces of the treasury system with other systems of the Bank,

e continuous control of the correctness of the transaction handling processes in the treasury system (including the
end-of-day processes),

e creating and maintaining mechanisms for supplying the Bank's systems with market rates,

e creating reports supporting fiscal product sales units,

¢ ongoing control and verification of transaction records carried out as part of function 1 of the control line,

e supporting treasury product sales units in preparing an offer for Customers for transaction scenarios and KIDs,

e supporting entities processing transactions in reporting from the tax system.

Risk Model Validation Department responsible for:

e developing the bank's strategy in the scope of model risk.

¢ ongoing identification, measurement, monitoring and control of model risk,

e developing internal regulations in the scope of model risk management or indicating units responsible for their
creation,

e defining the acceptance criteria for the quality of the model’s operations,

e issuing recommendations to the Model Risk Committee regarding the acceptance of the model for application and
implementation in the production environment and monitoring their implementation,

14
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e validation of significant models in accordance with the validation plan,

e independent assessment of the implementation process (including, among other things, testing of implementation),

e outsourcing of external validation for selected models,

e preparing a model register (based on information provided by the Model Owners in model cards and model logs)
and management thereof,

e initiating specific remedial or corrective actions in the event of deterioration of the quality of the model,

e approving the significance of the model on a quarterly basis and assessing the model risk level at least annually
(including quarterly verification of the validity of the risk level assessment),

e assessment of the model risk at the aggregated level, reported quarterly as part of management information,

e preparation of management information in the area of model risk.

Internal Risk Control Department responsible for:

e ensuring methodologically coherent and effective management of the control process of units in the Bank's Risk
area and participation in the development and implementation of the rules and standards of control processes in
relation to units in the Risk area,

e controlling the Bank's Risk units in terms of compliance with the applicable policies, procedures, internal and external
regulations,

e support for units of the Risk area in the scope of planning, execution and reporting of the results of audits conducted,
in accordance with the guidelines of the Internal Control System,

e supervision and monitoring of the implementation of post-control recommendations after the inspection,

e proposing solutions to optimize banking processes and procedures in order to reduce banking risks and improve
Customer service,

e cooperation with the Bank's organizational units performing control functions in the scope of identifying
and eliminating cases of internal and external fraud.

6.2 Credit risk management

Credit risk management at the Bank is based on an integrated credit risk management system implemented and

consists of the following elements:

e identification of credit risk, i.e. determination of internal and external factors affecting the level of credit risk taken
by the Bank and constant update of the list thereof;

e measurement and estimation of credit risk - determination of measures and building econometric models whose
task is to assess the current risk in a quantitative manner and forecast this risk in the future;

e credit risk monitoring consisting in summarizing all credit risk measurements performed for a given reporting period,
along with issuing opinions and recommendations; it focuses on collecting credit risk assessments, comparing them
over time, and building early warning strategies and credit risk mitigation strategies based thereon;

e supervision over current and potential types of risks — consists in regular measurement of credit risk and assessment
of credit risk areas identified in the Bank's system and moreover, it ensures supervision over the permanent
verification of the risk map developed by the Bank and its measurement methods.

The Bank carefully examines the financial dimension of the credit identified, and anticipated risk and the place of its
occurrence.

The main component of risk assessment is to determine standard risk costs on the basis of the implemented
methodology and to allocate them to relevant Bank units. Compliance of the level of risk costs achieved with the
planned and approved tolerance level is monitored on an ongoing basis.

The basic instruments used at the Bank to mitigate credit risk include:
e methodologies for determination of credit capacity (including DTI levels) and credit risk assessment,
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e limits on concentration,
e monitoring system, including early warning mechanisms,
e legal collateral for the repayment of the Bank's receivables.

6.3 Counterparty credit risk management

The exposure value is determined in accordance with the rules for calculating the capital requirement for credit risk
using the standard approach. The balance sheet equivalent of off-balance sheet transactions, as well as the balance
sheet equivalent of transactions with a repurchase promise, are determined in accordance with the CRR.

The positive fair value of contracts as at 31 December 2019 amounted to PLN 508.2 million, determined by adding up
positive market values for all ongoing transactions. The net value of the credit exposure, taking into account the on-
balancing of transactions for counterparties having framework agreements, amounted to PLN 364.3 million.
Networking benefits amounted to approx. PLN 143.8 million (they were not taken into account when calculating capital
requirements for credit risk). The value of the collaterals accepted amounted to PLN 471.1 million.

The level of collaterals which the Bank is obliged to submit is normally dependent on the level of current valuation of
transactions concluded under a given agreement. At the same time, the Bank did not conclude an agreement in which
the counterparty would be entitled to demand the establishment of additional collaterals in the case of a change in
the creditworthiness assessment.

Alior Bank Group does not identify a significant exposure to the risk of unfavourable correlation (the probability of
default by counterparties remains positive with the general market risk factors), and its level is monitored on an
ongoing basis.

Credit risk related to derivative instruments functioning on the interbank market is minimized by determining and
monitoring available limits for individual transaction types for designated banks.

Credit risk resulting from making derivative instruments available for to Business Customers who are not banks is
accepted and limited to the amount of treasury limits held by these Customers. According to the definition applicable
at the Bank, the treasury limit is understood as the amount of potential credit loss that may occur as a result of the
Customer's use of derivative instruments. The treasury limit is part of the total credit limit for working capital exposures
determined for Customers. It is approved on the basis of the Customer's credit capacity, tested in accordance with
standards applicable at the Bank. An additional element that determines the decision to grant a treasury limit to the
Customer is the recognition of their knowledge and experience in the use of derivatives and knowledge of financial
markets. In the case of Individual Customers, only limits secured with a deposit are granted. Business Customers may
secure limits in accordance with the catalogue of collaterals acceptable by the Bank. The Bank may offer treasury limits
without collaterals to the best Customers.

6.4 Concentration risk management (concentration limits)

The Bank considers excessive concentration of each item accompanied by credit risk or liquidity risk to be a
phenomenon that may have a negative impact on the safety of the Bank's operation.

Knowledge of the scale of dangers related to concentration of exposures allows for proper management of assets
and liabilities, and above all creation of a secure structure of the credit portfolio.

In order to prevent adverse events resulting from excessive concentration, the Bank reduces concentration risk by

establishing concentration limits and standards resulting from external regulations and internal analyses conducted
by the Bank.
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Concentration risk management in relation to credit activity at the Bank concerns in particular:

1. areas resulting from external regulations:

e risk resulting from exposures to entities referred to in Part 4 of the CRR (so-called large exposures),

e internal concentration, including the risk resulting from the involvement of entities referred to in Article 79a of the
Polish Banking Law Act;

2. risk resulting from exposures to entities characterized by common features, such as:

e the same segment,

e the same industry and the economy sector, i.e. entities conducting the same activity or trading in similar goods,

e the same country of residence or registered office,

e the same voivodeship of residence or registered office;

3. risks resulting from the product specification, including: purpose of financing, currency, product type, LtV and
credit period;

e risk resulting from exposures secured with the same type of collateral or secured by the same collateral provider
(including the risk resulting from the Bank's collateral on securities of a similar nature);

4. risk resulting from the distribution channel;

5. risk arising from special offers and promotions;

6. risk resulting from derogations or simplified credit capacity assessment methods (the so-called statement
credits);

and other areas in which a significant risk of concentration of lending activity may occur.

6.5 Collaterals

The Bank allows all types and legal forms of collaterals accepted under Polish law. The Bank accepts, in particular,
the following legal forms of collaterals:

° guarantees, counter-guarantees, and sureties;

. guarantees under programmes implemented by BGK
° blockades;

o pledges;

o transfer of ownership;

° assignment of receivables;

° credit insurance;

° bills of exchange;

. mortgages;

o powers of attorney to the bank account;

o deposits as a special form of collateral;

o notarial declaration on submission to enforcement pursuant to Article 777 of the Polish Code of Civil
Procedure.

The Bank strives to establish collaterals in a manner adequate to the credit risk incurred and flexible
in relation to the needs and capabilities of Customers. As part of the offer for Customers, there are products made
available without collaterals and products whose availability is limited by establishing a collateral. Collaterals may be
established in total, which means that the collateral for a single loan may constitute different assets at the same time.
The purpose is to obtain the total value of the collateral at the level expected by the Bank.

Proportions between the level of exposure and the collateral value are regulated by way of LtV ratios taking account
of various risk types, i.a. risk of loss of value of the collateral, exchange risk, interest rate risk, liquidity risk, or other
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risks relevant for a given type of product. The Bank's customers are informed about the values of these indicators
during ongoing contacts with Banks or Bank outlets.

When determining the value of the collateral, the Bank follows the prudent valuation principle and adopts the market
value or the possible (real) value to be recovered in the event of satisfaction with the collateral. The Bank has
appropriate tools to verify the valuation of collaterals, in particular it uses a reliable database of the AMRON system.

The Bank monitors the effectiveness of establishing collaterals by:

o verification of completeness and correctness of documentation concerning collaterals, including:

- confirmation of the establishment of blockades on accounts in other institutions by these institutions;

- confirmation of acceptance of powers of attorney for execution by institutions keeping the Customer's accounts to

which the Bank has a power of attorney;

- confirmation of entries in relevant registers/accounts (land and mortgage register, court register, register of

participants of an investment fund, deposit account, investment account);

- confirmation of notification of debtors of receivables;

- confirmation of acceptance of the assignment of receivables from insurance policies by insurers;

- confirmation of consent of the spouse, partners in a partnership;

e checking the validity of the collateral —in the case of collaterals accepted for a specific period, the collateral renewal
process is carried out, e.g. the insurance policy;

o verification of the current value of collateral — a review of collaterals is carried out at least once a year, and in the
case of financial collaterals, the value is monitored daily.

The Bank mitigates the risk associated with individual collaterals and collateral providers by determining concentration
limits, taking into account the security buffer due to exchange risk and liquidity risk, and continuous monitoring of
both the effectiveness of establishing a collateral and its value during the term of the loan.

As at the end of 2019, the amount of reduction of exposure due to the use of credit risk mitigation techniques, in
accordance with the comprehensive collateral recognition method applied by the Bank, amounted to PLN 156 million.
Secured exposures were included in the class of exposures to institutions, exposures to entrepreneurs, retail exposures,
exposures secured on real estate and exposures to which the failure pertains. The amount of exposures secured by
recognized collaterals as at the end of 2019 was PLN 4,906 million.

As at 31 December 2019 the Bank applied credit protection in the form of accepted guarantees (the value of exposures
secured with guarantees amounted to PLN 4,750 million) and did not use credit protection in the form of credit
derivatives.

6.6 Credit analysis process

Credit capacity is examined by entities which:

o apply for credit products;

e guarantee the repayment of credit liabilities granted by the Bank;
e join the debt;

e take over the debt;

e create a common risk group with the applicant due to links.

The credit process consists of the following phases:

o credit analysis (including verification of the criteria for rejection and assessment of transaction risk);
e making a credit decision;
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e in the case of a positive credit decision - signing the agreement and disbursement of funds;
e monitoring of the Customer and credit exposure.

The basis for the Customer's credit analysis are: credit application; formal and legal documents provided by the

Customer; documents concerning the financial standing of the Customer; documents concerning the subject of the

loan and legal collaterals for the credit. The type of financial documents depends on the type of sources of income

obtained by the Individual Customer or the legal form and the type of accounting in the case of a Business Customer.

The Customer credit analysis consists of the following steps:

o verification of the criteria for rejecting the application, including verification of the Customer in the Bank's
internal databases and external ones, such as: CBD-DZ, CBD-BR, BIK, BIG;

e scoring/rating;

e assessment of the creditworthiness in terms of quantity to handle the Customer's debt towards the Bank,
prepared in accordance with the guidelines contained in detailed lending methods,

e transactions risk analysis,

e assessment of the type and quality of the proposed legal transaction collateral,

e assessment of the risk of the impact of the economic and financial situation of affiliates from the common risk

group.

6.7 Scoring/Rating

Credit scoring is a tool used in shaping individual credit decisions for individual customers. Credit rating is, on the

other hand, an instrument supporting the decision-making process in the enterprise segment. The purpose of

implementation of scoring and rating models is to:

o shape the credit risk level in accordance with the Bank's risk appetite by achieving a quantitative and qualitative
assessment of the Customer's credit capacity;

¢ unification of credit decision-making criteria while maintaining impartiality and objectivity, as a result of eliminating
or minimizing the impact of the human factor, and thus minimizing the cost of materialization of operational risk
in this regard;

¢ shortening the time of making credit decisions and ensuring greater effectiveness of evaluating credit applications
(increasing work efficiency, reducing service costs, and improving the quality of Customer service);

e simplifying the assessment of credit applications by process automation;

e classification of Customers due to the degree of related risks, and thus enabling multi-dimensional assessment of
the portfolio and making more effective managerial decisions;

e monitoring and forecasting the quality of the credit portfolio;

o facilitating the assessment of the existing credit policy and faster introduction of changes in decision-making
processes (in particular, it allows for faster diagnosis and elimination of potential irregularities), intended for the
assessment of credit risk of Business Segment Customers and Individual Customers.

As at 31 December 2019 the Bank applied creditworthiness assessments granted by external creditworthiness
assessment institutions for the following exposure classes:

e contingent exposures or exposures to central governments and banks;
e contingent exposures or exposures to institutions.

The Bank performs a quarterly review of current creditworthiness assessments available on authorized websites of
three external credit institutions (ECAI), i.e. Fitch Ratings, Moody's Investors Service and Standard and Poor's Ratings
Services. For each counterparty/country, the Bank defines a resultant rating in accordance with Articles 138 to 141 of
the CRR, on the basis of all available credit assessments of the aforementioned ECAI. The Bank uses current
assessments in the calculation process of the capital requirement on credit risk.
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Net amounts of balance sheet exposures and balance sheet equivalent of off-balance sheet liabilities, including

derivative instruments to which the Bank assigned creditworthiness levels on the basis of external creditworthiness

assessments, are presented in the table below, where 1 means the highest level of creditworthiness and 6 lowest. The

following exposures did not qualify for decreasing credit risk reduction techniques.

AA-
Aal
Aa2
Aa3

Baa1l
Baa3
BBB
BBB-

BBB+

BB-

BB+

B3

Caal

200,449
4,448
129,391
10,007
56,603
1,329,089
1,170
25,170
662,863
245,959
393,927
134,071
982
4,799
6,326
467
121,497
1,403
821

581
1,616
1,616
17

17

The table below presents main suppliers of recognized unfunded credit protection:

Guarantor 1
Guarantor 2
Guarantor 3
Guarantor 4
Guarantor 5
Guarantor 6
Guarantor 7

Guarantor 8

[AC TN \C I VY]

200,449
4,448
129,391
10,007
56,603
1,327,533
1,170
25,170
662,863
245,959
392,371
134,071
982
4,799
6,326
467
121,497
1,403
821

581
1,616
1,616
17

17

4,725,512
7,896
1,404
1,279

11,982
600
1,076
111
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6.8

Credit risk identification

The Bank's internal regulations assume a wide range of reporting in relation to credit risk.
Reporting was thought of as a tool used to identify threats and efficiently manage risk at the Bank. Reporting takes

place at the level of each area of risk identification. Reports are prepared with monthly, weekly or daily frequency,

depending on the defined demand.

The Bank identifies both internal and external factors of credit risk occurrence. They are developed within specific

areas of the Bank's operation:

Product — this area defines all types of risks that may be related to a specific product, meaning a single case, as
well as the entire credit portfolio;

Collateral — the correctness of acceptance of the collateral, its value and timeliness as well as the correctness of
preparation of documentation related to the collateral is verified at this level. The analysis of the efficiency of
implementation of amended regulations on legal security of receivables and the application of current standards
of conduct in securing receivables is also important for credit risk reduction;

Customer — a single Customer is subjected to the audit in this regard, and homogeneous groups of Customers are
verified in terms of the quality of the portfolio being created;

Process + regulations — verification encompasses the quality and effectiveness of the credit process, credit
administration, monitoring, debt collection and restructuring as well as cooperation with external debt collection
entities, as well as compliance of the bank regulations controlling these processes with external regulations;
Systems — in particular, the following are verified: the system supporting the credit process and the monitoring
and debt collection support system, as well as the effectiveness of their application, as well as the completeness
of the list of cases for which it was necessary to use them;

Distribution channels — the effectiveness and loss ratio of the functioning of distribution channels adopted by the
Bank is verified;

Employees — the audit covered the correctness of application of the competence policy and the potential
irregularities that could arise during the credit process are identified;

External conditions - the external factors subject to special examination are: market interest rates level; foreign
exchange rates; unemployment rate; economic growth rate and sales production rate, and other economic
indicators;

Correctness of the credit risk management system — periodic verification of the correctness of assumptions adopted
in the system concerning the Bank's credit risk management policy.

Each of the defined areas of the Bank's operation is subject to a detailed analysis in terms of identification of possible

credit risks.

6.9

Credit risk measurement and estimation

The Bank collects information in order to:

prevent possible criminal phenomena;

avoid a situation in which a loan is granted to a person who has already been insolvent;

analysis and assessment of the Customer's creditworthiness in quantitative and qualitative terms;
monitoring the situation on the Customer's accounts;

monitoring the economic and financial situation of the Customer;

monitoring homogeneously isolated part of the portfolio;

examining the effectiveness of processes;

examining the profitability of processes (including calculation of the costs of conducted processes);
examine the loss ratio of credit portfolios for defined Bank's sub-portfolios.
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Data used to measure credit risk is derived from various systems, both internal systems of the Bank and external
databases. In particular, the information comes from:

e internal, banking databases — the main source of data is the data warehouse which collects information from:
- the central system;

- the system for credit verification;

- the scoring system;

- the rating system;

- the monitoring and debt collection support system;

- the document repository;

e available external sources, including from the databases of the Credit Information Bureau, Economic Information
Bureau, Central Database — Bank Register, Central Database — Restricted Documents.

Risk measurement takes place - in accordance with the Bank's internal regulations - in relation to the most important
areas of risk identification, e.g. for individual products, established safeguards, processes, procedures and principles
of system operation, in relation to all distribution channels and external conditions. Risk measurement is also
performed on the basis of a system of concentration limits in relation to industries and entities.

6.10  Review of credit exposures in terms of establishment of write-downs and provisions

For accounting and regulatory purposes, the Bank assumes that overdue items include financial assets for which a
delay in the repayment of capital or interest occurred. The overdue days are counted from the due date of the oldest
due payment and are specified in the agreement with the customer.

The Bank shapes the policy of write-downs and provisions for receivables in the form of credits and loans in accordance
with IFRS 9 requirements. The Bank examines all credit exposures in terms of impairment by monitoring and recording
events recognized as evidence of impairment.

The Bank assumes receivables affected by impairment as financial assets measured at amortized cost (AC) or measured
through other comprehensive income (FVOCI) for which evidence of impairment has been identified - occurrence of
an impairment event defined as the risk of non-performance or failure to meet the borrower's liability towards the
Bank.

For exposures with regard to which evidence of impairment has been identified and which the Bank considers to be
individually significant, an individual analysis is carried out by an expert in order to estimate the value of the
recoverable exposure, with particular emphasis on estimated recoveries from enforcement of collaterals. The values
of exposures that can be recovered, which are not individually significant and for which homogeneous groups can be
separated in terms of risk, are determined in accordance with the group valuation model applicable at the Bank. If it
is found that the value of the exposure is not possible to recover in the amount corresponding to the balance sheet
valuation of the asset, a write-down is created in the amount equal to the difference in the book value of the asset
item and its recoverable value.

For exposures without identified evidence of impairment, the Bank creates write-downs for losses expected
within 12-month horizon (basket 1) or maturity horizon of the exposure (basket 2). The rules for allocation of the
escalation of items between basket 1 and basket 2 are based on the assessment of a significant increase in the
cumulative credit risk between the initial recognition date and the valuation date.

The model of write-downs on expected losses according to IFRS 9 consists of:

1. Scoring/rating models assessing the current insolvency risk for a given exposure;
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PD curve models (ItPD) which determine expected PD in subsequent months of exposure's life;

TL Model (Transfer Logic) defining the rules for allocation of exposures to basket 1 and basket 2;

LGD model determining expected loss, assuming default;

EAD model determining its expected value in subsequent periods of life of the exposure;

FLI (Forward Looking Information) model expanding selected risk components with the factor of predicted
macroeconomic scenarios.

As at 31 December 2019:

write-down on expected losses in basket 1 amounted to PLN 471.1 million and PLN 773.3 million in basket 2. The
impairment loss was estimated in relation to the portfolio of outstanding receivables using the internal model in
force at the Bank.
a write-down on receivables with premises of impairments amounted to PLN 4,153.9 million in relation to the
Bank's receivables in the form of credits and loans. The write-down was estimated using the scenario analysis
(individual valuation) and the statistical model (group valuation).
write-down for credit and loan portfolios acquired in impairment (the so-called POCI) amounted to PLN 90.6
million.
as regards exposures for which evidence of impairment has been identified, the recoverable value of collaterals
was as follows:

. for the portfolio valued collectively — PLN 778.2 million

. for a portfolio valued individually — PLN 1,900.2 million.
as regards exposures for which evidence of impairment has been identified, overdue items constituted 71% of the
exposure, while the write-down in the case of these exposures amounted to PLN 3,633 million.
Overdue exposures shall be understood as exposures for which delay in repayment exceeds 90 days.

6.11  Monitoring the credit risk of Individual Customers and Business Customers

All credit exposures of Individual and Business Customers are subject to monitoring and current classification for

appropriate process paths. The display review covers the following areas:

the customer, in particular with regard to:

credit capacity (including potential impact of potential changes in exchange rates and interest rates on credit
capacity),

the emergence of signals suggesting that in the future the Customer may have problems with proper performance
of their obligations,

additionally, in the case of a Business Client:

analysis of the economic and financial situation,

capital and organizational relationships of customers,

iii. industry,

customer inspection,

individual credit products, in particular in the scope of:

adequacy of inflows to the current account,

usage of the granted credit card limit, revolving limit in the account,
possibility of renewing the credit card,

repayment timeliness,

credit agreements, in particular in the scope of:

use of the credit in the case of tranches,

performance of detailed terms and conditions of the agreement/agreement (contractual covenants),
monitoring the establishment of a collateral,

collaterals, in particular with regard to:

values of accepted collaterals,
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- adequacy of accepted collaterals,

- renewal of collateral,

e write-downs and provisions, in particular with regard to:

- correctness of creation and dissolution of write-downs in accordance with the International Accounting Standards

based on identified premises,

- the correctness of establishment and release of special provisions, including the verification of the correctness of

unification of receivables category and the determination of the reserve amount, taking into account the values

decreasing the basis for the establishment of a special provision in accordance with the Regulation of the Minister

of Finance.

6.12  Basic information on credit risk monitoring

Total value of balance sheet exposures and balance sheet equivalent of liabilities and off-balance sheet transactions
not taking into account credit risk mitigation techniques as at 31 December 2019:

Governments and central banks

Exposures towards regional or local governments

Public sector bodies
Institutions
Entrepreneurs
of which: SME
Retail
of which: SME
Secured by real estate mortgage
of which: SME
Exposures in default
Items associated with particularly high risk
Equity exposures
Other exposures

Total

17,051,031
226

7,738
1,465,831
13,891,352
8,429,093
33,510,507
10,998,366
12,629,928
1,999,177
5,557,753
20

215,109
2,761,871

87,091,366

15,679,116
4,081
7,679

1,545,948

14,960,844

8,893,189

33,301,262

11,553,535

13,222,299

2,751,243
5,426,720
20
167,611

3,788,597

88,104,177

14,678,351
12,700
7,987
1,505,512
16,217,159
9,727,460
32,463,776
11,515,115
13,260,889
3,234,755
4,783,181
18

123,327
3,073,888

86,126,788

The value of balance sheet exposures and balance sheet equivalent of liabilities and off-balance sheet transactions
not taking into account credit risk mitigation techniques as at 31 December 2019 - broken down into maturity periods:

Governments and central banks

Regional or local authorities

Public sector bodies

Institutions

Entrepreneurs

Retail

Secured with real estate mortgages
Exposures in default

Items associated with particularly high risk

Equity exposures

2,287,258
0

1,972
647,122
1,283,007
711,468
104,676
2,929,488
0

0

417,363
0

1473
62,380
1,474,191
761,823
184,125
91,485

0

0

301,690
0

0

142,469
1,527,529
1,780,244
215,843
94,263

0

0

2,232,179
0

0

203,880
2,988,470
3,210,483
192,184
379,704

0

0

5,332,392
0

0

160,760
3,368,779
5,742,080
413,830
627,198
0

0

5,488,936
0

2,928
36,836
1,728,747
11,141,236
1,143,303
700,973

0

0

92
213

1,330

728

1,374,711

9,954,065

10,373,560

726,241

0
0

991,121
13

34
211,657
145,918
209,108
2,408
8,401
20
215,109
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8,124,508 2,992,841

4,062,038 9,206,900

15,645,039

20,242,960
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22,430,938

NO_DATE

2,602,354

4,386,143

The value of balance sheet exposures and balance sheet equivalent of liabilities and off-balance sheet transactions

not taking into account credit risk mitigation techniques as at 31 December 2019 - geographical distribution:

Exposure class/Net exposure value

Governments and central banks
Regional or local authorities
Public sector bodies

Institutions

Entrepreneurs

Retail
Secured by real estate mortgage

Exposures in default

Items associated with particularly high risk

Equity exposures
Other exposures

Total

17,051,031
226

7,738
108,089
13,304,675
33,215,826
12,435,123
5,544,550
20

215,109
2,761,706
84,644,094

Other countries

1,357,742
586,676
294,681
194,806

13,203
0

0
165
2,447,272

17,051,031
226

7,738
1,465,831
13,891,352
33,510,507
12,629,928
5,557,753
20

215,109
2,761,871
87,091,366

The value of balance sheet exposures and balance sheet equivalent of liabilities and off-balance sheet transactions
which do not take into account credit risk mitigation techniques as at 31 December 2019 - broken down into industries

was presented in millions of PLN:
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SHIE =
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Governments
and central 0 0 0
banks
Regional or
local 0 0 0
authorities
Public sector
bodies 0 0 0
Institutions 0 0 0
Entrepreneurs 254 156 1,396
of which
SMEs 207 2 563
Retail 9% 14 1,639
of which
SMEs 9% 14 1,639
Secured by
real estate 41 8 385
mortgage
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43
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9
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The table below presents the credit quality of the exposure broken down into significant industries for the Capital
Group of Alior Bank SA, as at 31 December 2019:

Industry

Exposures in
default

Exposures not in

default

Specific credit risk
adjustment

mark-ups related

to specific credit

risk adjustments
in a given

Agriculture, forestry, fisheries
Mining and extraction

Industrial processing
Production and supply of electricity, gas, steam and

Water supply
Construction
Wholesale and retail trade

Transport and warehouse management

Activity related to accommodation and gastronomy
Information and Communication

Financial and insurance activities

Real estate activities

Professional, research, and technical activities

Administrative and support service activities

Public and defence administration, compulsory social
security

Education

Healthcare services and social assistance

238,874
13,449

1,015,785

392,349

57,754
250,896
1,516,954

313,458

251,091

97,573

54,201

1,080,753

201,503

282,610

14,571

165,829

392,205
177,753

3,451,545

644,073

92,690
3,738,605
4,670,239

2,647,646

1,387,106

996,093

6,314,281

4,134,903

977,517

573,978

13,904,717

108,222

549,508

-72,977
-3,941

-470,991

-130,692

-12,090
-94,301
-668,171

-131,856

-68,046

-63,530

-29,609

-214,281

11580

-73,369

=)

-7,784

-90,554

reporting

period
43,901

498

221,248
5613

364
-5,654
194,029

52,293

9,304

7,522

-54,564

43,733

26,804

16,935

1,841

24,317

558,102
187,260

3,996,339
905,731

138,354
3,895,201
5,519,022

2,829,248

1,570,151

1,030,135

6,338,874

5,001,375

1,063,080

783,220

13,904,714

115,009

624,784

26




Attachment no. 1 to Resolution No. / 2020 of the Management Board of Alior Bank SA

Arts, entertainment and recreation 36,856 191,330 -15,399 8,681 212,786
Other services 30,859 142,164 -17,010 5,681 156,013
Other 3,223,923 39,326,197 -4,288,151 1,451,076 38,261,969

The table below presents the credit quality of the exposure according to the geographical layout for the Capital Group
of Alior Bank SA as at 31 December 2019:

Poland 9,221,065 81,981,331 -6,558,301 2,050,456 84,644,094
Other countries 18,226 2,439,439 -10,393.73 3,167 2,447,272

The consolidated financial statement of Capital Group of Alior Bank SA presents numerical data on the structure of
credits and loans and basic quality parameters of the credit portfolio, including:

e non-overdue credits without identified impairments, together with division of exposures by internal risk class,

o overdue loans by maturity dates, broken down into non-recognized and recognized impairment,

e changes in write-downs, amount and structure of receivables subject to restructuring.

6.13  Equity exposures

The share of equity exposures included in the banking book is insignificant and amounts to only 0.25% of exposures.
The value of this item as at 31 December 2019 amounted to PLN 215,109,000, and the requirement for this item
amounted to PLN 26,437,000.

6.14  Encumbered assets

The tables below present information on encumbered assets and unencumbered assets.
A given asset is treated as encumbered when it has been pledged or is subject to any arrangements aimed at securing
or supporting the credit quality of a balance-sheet or off-balance sheet transaction from which it cannot be freely

withdrawn.

Loans on demand 0 X 873,813 X
Equity instruments 0 0 109,820 109,820
Debt securities 335,486 335,486 15,315,320 15,315,320
Credits and advances other than loans on 135,765.50 « 56,010,888 «
demand

Other assets 0 X 4,004,389 X
Total 471,251 335,486 76,314,230 15,425,140

27



Attachment no. 1 to Resolution No. / 2020 of the Management Board of Alior Bank SA

Loans on demand

Equity instruments

Debt securities 335,486

Credits and advances other than loans on demand 135,766

Other collaterals received 28,577,820
Own debt securities issued other than own secured bonds or securities secured with

assets

Own secured bonds issued and securities secured with assets X

ASSETS, COLLATERAL RECEIVED AND OWN DEBT SECURITIES ISSUED IN TOTAL 471,251 X
Carrying amount of selected financial liabilities 204,245 471,251
including derivatives 135,766