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Introduction

This document implements the Disclosure Policy of IPOPEMA Securities S.A. (the “Brokerage House”, “IPOPEMA
Securities”, “IPOPEMA”, the “Company”) and of the IPOPEMA Securities Group (the “Group”, “IPOPEMA”) with
respect to capital adequacy disclosures required under:

= Regulation of the Minister of Finance of November 26th 2009 on disclosure of information related to capital
adequacy (the “Regulation”),

= Regulation of the Minister of Finance of December 2nd 2011 on the rules for establishment of a variable
remuneration component policy for persons holding management positions at brokerage houses,

= Regulation (EU) No. 575/2013 of the European Parliament and of the Council of June 26th 2013 on prudential
requirements for credit institutions and investment firms and amending Regulation (EU) No 648/2012 (the
“CRR” (Capital Requirements Regulation )),

= Commission implementing regulation (EU) No. 1423/2013 of December 20th 2013 laying down implementing
technical standards with regard to disclosure of own funds requirements for institutions according to CRR.

IPOPEMA Securities qualifies as an EU parent institution and has the obligation to comply with capital adequacy
standards on the basis of its consolidated situation. IPOPEMA Securities S.A. discloses information on its capital
adequacy on a consolidated basis.

The information disclosed in this document is based on the approved full-year consolidated financial statements of
the IPOPEMA Group for 2016.

In 2016, the Company had no authorisation from the Polish Financial Supervision Authority to use advanced risk
measurement approaches.

1. Risk management objectives and strategies

Strategies and processes with respect to management of specific risks

The risk management process within the Company is based on its internal documents making up a package of
regulations named “Risk and Capital Management Policy at IPOPEMA Securities S.A.” This package includes,
among other things, the “Risk Management Policy” and the “Capital Management Strategy.”

The “Risk Management Policy” defines:
=  objectives and principles of risk management,
= risk appetite and risk profile,
= stress tests,
= rules governing calculation of consolidated capital adequacy standards,
= rules governing reporting,
= tasks and duties with respect to risk management assigned to the Company’s respective bodies and units,
= rules governing disclosure of information related to capital adequacy.

The “Capital Management Strategy” defines:
= rules governing capital management,
= components of own funds,
=  capital strategy (defining capital objectives and the capital limit),
=  capital contingency plans,
=  capital planning process.
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The “Internal Capital Adequacy Assessment Process “ defines:
= approach to measurement of materiality of risks,
= rules governing measurement of material risks,
= methodology applied to estimate the internal capital needed to cover all material risks.

The other documents include information on processes of management of specific risks and reporting processes.

As part of the tasks and duties defined in the “Risk Management Policy”, the Compliance Office is required to:
= calculate the regulatory requirement with respect to own funds and calculate the amount of internal capital,
= monitor the capital adequacy of IPOPEMA,
= monitor the use and exceedance of limits defined for specific risks,
= deliver quarterly reports on capital adequacy to the Management and Supervisory Boards.

The dedicated risk control unit at IPOPEMA Securities is its Compliance Office, supported by the financial control
unit.

Rules pertaining to the operation of the management information system have been defined in the “Risk and Capital
Management Policy at IPOPEMA Securities S.A.”. As part of the system, dedicated units provide current and
periodic information to the Management and Supervisory Boards of IPOPEMA Securities.

All the above documents concerning risk management are approved by the Management Board. Apart from that,
two of these documents, i.e. the “Capital Management Strategy” and the “Internal Capital Adequacy Assessment
Process”, are subject to approval by the Supervisory Board.

Structure and organisation of the risk management function

Supervisory Board

As part of risk management, the IPOPEMA Supervisory Board performs the following activities:
= monitors the effectiveness and efficiency of the risk management system, for instance on the basis of
capital adequacy reports it has received,
= accepts the overall risk level by approving internal procedures concerning internal capital assessment
processes,
= monitors the consistency of specific risk limits with the overall risk level accepted by the Supervisory Board,
= supervises the consistency of the risk acceptance policy with the business strategy.

Management Board

The IPOPEMA Management Board exercises control over the risk management process and is responsible for its
effectiveness. Within its remit, the Management Board:
= implements, monitors and continuously improves the risk management framework in all areas of
IPOPEMA’s business,
= ensures preparation and implementation of internal capital assessment, capital management and capital
planning processes,
= determines internal quantitative and qualitative limits, as well as individual limits used as a risk
management tool,
= procures that the internal strategies and procedures, including the ICAAP process, are reviewed regularly
(at least on an annual basis), particularly in the context of the current profile, scale and complexity of
IPOPEMA’s business.

Heads of organisational units

Within their respective remits, the heads of organisational units:
= are responsible for implementing and maintaining the risk management framework and guidelines
incorporated into the internal regulations of their respective units,
= submit proposals of changes to the risk management strategies and framework if they believe such
changes are necessary, for instance due to changes in relevant processes or in the conducted business.

Compliance Office

Within its remit, the Compliance Office:
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= calculates, together with the Controlling Office, the total amount of risk exposure as percentage of own
funds (capital ratio), supervises and coordinates implementation of the risk management system across
the organisation, including processes aimed at risk identification, measurement, monitoring and control,

= calculates, together with the Controlling Office, internal capital and performs stress tests,

= within the capital planning process performs, together with the Controlling Office, the simulation calculation
of the capital ratio,

= introduces, coordinates and supervises the following processes: internal capital assessment, capital
management, and capital planning,

=  monitors IPOPEMA’s capital adequacy,

= introduces, coordinates and supervises processes related the operation of the management information
system and submission of information to the Polish Financial Supervision Authority,

= monitor the use and exceedance of limits defined for specific risks,

= ensures that the activities carried out by IPOPEMA employees are performed in conformity with the
guidelines specified in internal regulations,

= delivers reports on capital adequacy to the Management and Supervisory Boards.

Controlling Office

Within its remit, the Controlling Office:

= calculates, together with the Controlling Office, the total amount of risk exposure as percentage of own
funds (capital ratio),

= provides the Compliance Office with financial data necessary to calculate the amount of internal capital,
and to perform stress tests,

= performs measurements with respect to liquidity risk (liquidity gap),

= monitors net results on current operations against net result targets (business risk),

= within the capital planning process performs, together with the Compliance Office, the simulation
calculation of the capital ratio,

= verifies the calculations of the Compliance Office regarding internal capital.

Internal audit

Duties of the internal audit function include regular checking and assessment of the appropriateness and
effectiveness of systems and procedures in place, including the system for managing risks associated with the
business operations conducted by IPOPEMA, as well as regular checking and assessment of the implementation
of internal regulations to the extent they relate to risk management.

Scope and nature of the reporting system

The role of IPOPEMA’s management information system is to provide decision makers with information on material
risk factors.

Under the management information system in place at IPOPEMA, dedicated units provide current and periodic
information related to IPOPEMA’s risk management system to the Management and Supervisory Boards. The
scope of such reports has been described in internal documents governing individual elements of the risk
management system.

Security and risk mitigation strategy

The security and risk mitigation strategy is pursued through implementation of the following internal regulations and
tools:

= The procedure with respect to maintenance of continuous and secure operation of the information systems
used in performance of activities related to the brokerage business of IPOPEMA Securities S.A. specifies:
— rules for protecting the IT systems against unauthorised access,
— safeguards protecting the hardware and systems against loss of data,
— rules with respect to continuous operation of the systems,
— conditions of access to the WSE IT system,
— emergency procedures with respect to the Brokerage House’s IT systems dedicated to the WSE,
— rules for monitoring the status of connections to the WSE systems.
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= The staffing policy of IPOPEMA Securities S.A. specifies the rules for recruitment and supplementary
recruitment of employees, monitoring of staffing needs and planning of IPOPEMA’s human resources as
part of an effective HR policy.

=  The risk and capital management policy of IPOPEMA Securities S.A. covers:
— capital contingency plans,
— liquidity contingency plans,
— rules pertaining to the register of operational incidents,

=  Whistleblowing mechanism enabling employees to anonymously report any identified irregularities or
violations.

= Disaster Recovery Office — comprises a specific number of workstations organised and maintained on
stand-by in a separate office, located in an area with restricted access, protected by an access control
system, equipped with appropriate infrastructure and made available after an emergency has been
reported on terms defined in a relevant agreement with the service provider.

Declaration approved by the management body on the adequacy of risk management
arrangements at IPOPEMA Securities

A declaration approved by the Company’s Management Body on the adequacy of risk management arrangements
at IPOPEMA Securities is attached as Appendix 1 hereto.

Risk statement approved by the management body

A statement approved by the Company’s Management Board on the risk profile associated with the business
strategy of IPOPEMA Securities is attached as Appendix 2 hereto.

Number of directorships held by members of the management body

In 2016, three members of the Management Board held directorial positions at the Company’s departments.

Recruitment policy and policy on diversity with regard to selection of members of the
management body

IPOPEMA Securities’ management staff have adequate professional qualifications and more than a decade of
experience in service with financial institutions, including brokerage houses. The competences, experience and
skills of the IPOPEMA Management Board’s Members strictly correspond to the business areas and remits of the
departments and organisational units they supervise.

Risk Committee

No separate risk committee has been set up at IPOPEMA Securities S.A.

Flow of risk-related information to the management body

In line with the “Risk Management Policy”, under the management information system in place at the Company,

dedicated units provide current and periodic information related to IPOPEMA’s risk management system to the

Management and Supervisory Boards. As part of the Company’s management information system, the

Management and Supervisory Boards are provided, on a quarterly basis, with a report including, among other

things:

= information on own funds (prepared based on a COREP report),

= information on total risk exposure (prepared based on a COREP report),

= information on internal capital calculated according to the approach outlined in the “Internal Capital Adequacy
Assessment Process”,

= information on total capital ratio (prepared based on a COREP report),

= information on deviation of own funds from internal capital,

= information on credit risk in the reporting period,

= information on liquidity gap at the end of reporting period,

= information on material operational incidents,
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= information on large exposures of the Company at end of reporting periods,

= information on occurrence of large exposures resulting in exceeding of exposure concentration limits within
reporting periods,

= information on use of respective exposure limits in the trading book

= information on the number of negative news items on IPOPEMA in the media,

= information on actual revenue from brokerage activities relative to target revenue from brokerage activities.

2. Scope of application of the CRR requirements

Key information on the Brokerage House and its group

IPOPEMA Securities S.A. is the parent of the group consisting also of the following subsidiaries: IPOPEMA
Towarzystwo Funduszy Inwestycyjnych S.A., IPOPEMA Business Consulting Sp. z 0.0., IPOPEMA Financial
Advisory Sp. z 0.0., IPOPEMA Financial Advisory Sp. z 0.0. Sp. k., and IPOPEMA Business Services SRL.

IPOPEMA Securities S.A.

100% 50,02% 100% 100%
. IPOPEMA .
IPOPEMA TFI S.A. IPOPEMA Business Financial Advisory IPOPEMA Business
Consulting Sp. z 0.0. Services SRL
Sp. zo.o.
1% 77%

IPOPEMA
Financial Advisory
Sp.zo0.0. Sp. k.

Outline of the differences in the basis of consolidation

IPOPEMA Securities S.A. is the parent of the Group. IPOPEMA Towarzystwo Funduszy Inwestycyjnych S.A. and
IPOPEMA Business Consulting Sp. z o0.0. are fully consolidated, whereas IPOPEMA Financial Advisory Sp. z 0.0.,
IPOPEMA Financial Advisory Sp. z 0.0. Sp. k. and IPOPEMA Business Services Srl are excluded from consolidation
due to immateriality of their financial data in relation to the Group’s financial data, and are not deducted from
consolidated own funds. Own funds and prudential requirements under the CRR are calculated based on
consolidated financial statements.

Any material practical or legal impediments, whether existing or foreseen, to the prompt
transfer of own funds or to repayment of amounts due between the parent and its
subsidiaries

No such impediments exist or are currently foreseen.

Total amount of capital shortfalls at all non-consolidated subsidiaries and a list of the
subsidiaries

No such shortfalls were recorded.

Financial disclosures

(i) Consolidated full-year financial statements comprising:
- consolidated statement of financial position,

- consolidated statement of comprehensive income,
- consolidated statement of changes in equity,

- consolidated statement of cash flows,

- introduction and notes to the financial statements;
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(i) Auditor’s opinion and report on consolidated financial statements.

These disclosures are published on the Brokerage House’s website at www.ipopema.pl (‘investor relations’ section).

3. Own funds

Full reconciliation of Common Equity Tier 1 items, Additional Tier 1 items, Tier 2 items,
as well as filters and deductions applied pursuant to Articles 32-35, 36, 56, 66 and 79
with respect to the institution’s own funds and balance sheet in the audited financial
statements

Own funds structure

Common Equity Tier 1 capital: Instruments and reserves

1 Capital instruments and the related share premium accounts 13,345,012.53

of which: membership interests -

of which: ordinary shares 13,345,012.53

of which: founders’ shares -

of which: shares conferring voting preference at the GM -

2 Retained earnings -
3 Accumulated other comprehensive income and other reserves 64 152 992,75
3a Funds for general banking risk -
4 Amount of qualifying items referred to in Article 484(3) and the related share premium accounts

subject to phase out from Common Equity Tier 1

5 Minority interests (amount allowed in consolidated Common Equity Tier 1) -
5a Independently reviewed interim profits net of any foreseeable charge or dividend -
6 Common Equity Tier 1 before regulatory adjustments 77 498 005,28

Common Equity Tier 1: regulatory adjustments

7 Additional value adjustments (negative amount) 16 542,89
8 Intangible assets (net of the related tax liability) (negative amount) 2858 674,30
9 Empty set in the EU -

Deferred tax assets that rely on future profitability excluding those arising from temporary differences

10 (net of the related tax liability if the conditions in Article 38(3) are met) (negative amount) 848 071,00
11 Fair value reserves related to gains or losses on cash flow hedges -
12 Negative amounts resulting from the calculation of expected loss amounts -
13 Any increase in equity that results from securitised assets (negative amount) -
14 Gains or losses on liabilities valued at fair value resulting from changes in own credit standing -
15 Defined-benefit pension fund assets (negative amount) -
16 Direct and indirect holdings by the institution of own Common Equity Tier 1 instruments (negative .

amount)

Direct, indirect and synthetic holdings of the Common Equity Tier 1 instruments of financial sector
17 entities where those entities have reciprocal cross holdings with the institution designed to inflate -
artificially the own funds of the institution (negative amount)

Direct, indirect and synthetic holdings by the institution of the Common Equity Tier 1 instruments of
18 financial sector entities where the institution does not have a significant investment in those entities -
(amount above 10% threshold and net of eligible short positions) (negative amount)
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Direct, indirect and synthetic holdings by the institution of the Common Equity Tier 1 instruments of
19 financial sector entities where the institution has a significant investment in those entities (amount above -
10% threshold and net of eligible short positions) (negative amount)
20 Empty set in the EU -
20a Exposure amount of the following items which qualify for a risk weight of 1,250%, where the institution .
opts for the deduction alternative
20b of which: qualifying holdings outside the financial sector (negative amount) -
20c of which: securitisation positions (negative amount) -
20d of which: free deliveries (negative amount) -
21 Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax .
liability where the conditions in Article 38 (3) are met) (negative amount)
22 Amount exceeding the 15% threshold (negative amount) -
of which: direct and indirect holdings by the institution of the Common Equity Tier 1 instruments of
financial sector entities where the institution has a significant investment in those entities
24 Empty set in the EU -
25 of which: deferred tax assets arising from temporary differences -
25a Losses for the current financial year (negative amount) -
25b Foreseeable tax charges relating to Common Equity Tier 1 items (negative amount) -
27 Qualifying Additional Tier 1 Capital deductions that exceed Additional Tier 1 Capital of the institution .
(negative amount)
28 Total regulatory adjustments to Common Equity Tier 1 3223288,19
29 Common Equity Tier 1 Capital 74 274 717,09

Additional Tier 1 Capital: instruments

30 Capital instruments and the related share premium accounts -

31 of which: classified as equity under applicable accounting standards -

32 of which: classified as liabilities under applicable accounting standards -

34 Qualifying Ti_er 1 capital included in cgnsqlidated Additional_ Tier 1 _Capital (including minority interests .
not included in row 5) issued by subsidiaries and held by third parties

35 of which: instruments issued by subsidiaries subject to phase out -

36 Additional Tier 1 Capital before regulatory adjustments -

Additional Tier 1 Capital: regulatory adjustments

37 Direct and indirect holdings by the institution of own Additional Tier 1 Capital instruments (negative )
amount)

Direct, indirect and synthetic holdings of the Additional Tier 1 Capital instruments of financial sector
38 entities where those entities have reciprocal cross holdings with the institution designed to inflate -
artificially the own funds of the institution (negative amount)

Direct, indirect and synthetic holdings of the Additional Tier 1 Capital instruments of financial sector
39 entities where the institution does not have a significant investment in those entities (amount above -
10% threshold and net of eligible short positions) (negative amount)

Direct, indirect and synthetic holdings by the institution of the Additional Tier 1 instruments of financial
40 sector entities where the institution has a significant investment in those entities (net of eligible short -
positions) (negative amount)

41 Empty set in the EU -
42 Qualifying Tier 2 Capital deductions that exceed Tier 2 Capital of the institution (negative amount) -
43 Total regulatory adjustments to Additional Tier 1 Capital -
44 Additional Tier 1 Capital -
45 Tier 1 Capital (Tier 1 = Common Equity Tier 1 + Additional Tier 1) 74 274 717,09
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Tier 2 Capital: instruments and provisions

46 Capital instruments and the related share premium accounts -

a7 Amount of qualifying items referred to in Article 484 (5) and the related share premium accounts subject .
to phase out from Tier 2 capital

Qualifying own funds instruments included in consolidated Tier 2 Capital (including minority interests
48 and Additional Tier 1 Capital instruments not included in rows 5 or 34) issued by subsidiaries and held -
by third parties

49 of which: instruments issued by subsidiaries subject to phase out -
50 Credit risk adjustments -
51 Tier 2 Capital before regulatory adjustments -

Tier 2 Capital: regulatory adjustments

52 Direct and indirect holdings by the institution of own Tier 2 Capital instruments and subordinated loans .
(negative amount)

Holdings of the Tier 2 Capital instruments and subordinated loans of financial sector entities where
53 those entities have reciprocal cross holdings with the institution designed to inflate artificially the own -
funds of the institution (negative amount)

Direct, indirect and synthetic holdings of the Tier 2 Capital instruments and subordinated loans of
54 financial sector entities where the institution does not have a significant investment in those entities -
(amount above 10% threshold and net of eligible short positions) (negative amount)

Direct, indirect and synthetic holdings by the institution of the Tier 2 Capital instruments and
55 subordinated loans of financial sector entities where the institution has a significant investment in those -
entities (net of eligible short positions) (negative amount)

56 Empty set in the EU -
57 Total regulatory adjustments to Tier 2 Capital -
58 Tier 2 Capital -
59 Total Capital (Total Capital = Tier 1 + Tier 2) 74 274 717,09
60 Total risk weighted assets 114 496 389,14

Capital ratios and buffers

61 Common Equity Tier 1 (as a percentage of total risk exposure amount) 23,94%
62 Tier 1 Capital (as a percentage of total risk exposure amount) 23,94%
63 Total capital (as a percentage of total risk exposure amount) 23,94%

Institution-specific buffer requirement (Common Equity Tier 1 requirement in accordance with Article
64 92.1.a) plus capital conservation and countercyclical buffer requirements, plus systemic risk buffer, plus -
systemically important institution buffer expressed as a percentage of risk exposure amount

65 of which: capital conservation buffer requirement -
66 of which: countercyclical buffer requirement -
67 of which: systemic risk buffer requirement -
67a of which: Global Systemically Important Institution or Other Systemically Important Institution buffer -
68 Common Equity Tier 1 available to meet buffers (as a percentage of total risk exposure amount) -
69

Non relevant in EU regulation -
71

Amounts below the thresholds for deduction (before risk weighting)

Direct and indirect holdings of the capital of financial sector entities where the institution does not have
a significant investment in those entities (amount below 10% threshold and net of eligible short -
72 positions)

Direct and indirect holdings by the institution of the Common Equity Tier 1 instruments of financial
sector entities where the institution has a significant investment in those entities (amount below 10% -
73 threshold and net of eligible short positions)
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74 Empty set in the EU -
Deferred tax assets arising from temporary differences (amount below 10% threshold, net of related .
75 tax liability where the conditions in Article 38.3 are met)
Applicable caps on the inclusion of provisions in Tier 2
Credit risk adjustments included in Tier 2 in respect of exposures subject to standardised )
76 approach (prior to the application of the cap)
77 Cap on inclusion of credit risk adjustments in Tier 2 under standardised approach -
Credit risk adjustments included in Tier 2 in respect of exposures subject to internal ratings- )
78 based approach (prior to the application of the cap)
79 Cap for inclusion of credit risk adjustments in Tier 2 under internal ratings-based approach -
Capital instruments subject to phase-out arrangements (only applicable between January 1st 2014 and January 1st
2022)
80 - Current cap on Common Equity Tier 1 instruments subject to phase out arrangements -
- Amount excluded from Common Equity Tier 1 due to cap (excess over cap after .
81 redemptions and maturities)
82 - Current cap on Additional Tier 1 instruments subject to phase out arrangements -
- Amount excluded from Additional Tier 1 due to cap (excess over cap after redemptions and .
83 maturities)
84 - Current cap on Tier 2 instruments subject to phase out arrangements -
85 - Amount excluded from Tier 2 due to cap (excess over cap after redemptions and maturities) -

The IPOPEMA Group holds neither capital instruments qualifying under Additional Tier 1 nor capital instruments or
loans qualifying under Tier 2.

Description of the main features of Common Equity Tier 1, Additional Tier 1 and Tier 2
instruments issued by the institution. Full terms and conditions of all Common Equity Tier 1,
Additional Tier 1 and Tier 2 instruments

Main features of Tier 1 instruments

No. Series/issue A B C C C C C
1. Issuer IPOPEMA IPOPEMA IPOPEMA IPOPEMA IPOPEMA IPOPEMA IPOPEMA
2. Unique identifier PLIPOPMO00011 | PLIPOPM00011 | PLIPOPM00011 | PLIPOPMO00011 | PLIPOPM00011 | PLIPOPM00011 | PLIPOPM00011
Governing law(s) ) ) . . . . .
3. . Polish law Polish law Polish law Polish law Polish law Polish law Polish law
of the instrument
Regulatory treatment
. Common Common Common Common Common Common Common
Transitional CRR
4. rules Equity Equity Equity Equity Equity Equity Equity
Tier 1 Tier 1 Tier 1 Tier 1 Tier 1 Tier 1 Tier 1
» Common Common Common Common Common Common Common
5 Post-transitional
' CRR rules - - - - - - -
Equity Equity Equity Equity Equity Equity Equity
Tier 1 Tier 1 Tier 1 Tier 1 Tier 1 Tier 1 Tier 1
Eligible at solo or
(sub-)consolidated/ Solo Solo Solo Solo Solo Solo Solo
6.
solo and (sub-
)consolidated
7 Instrument tvpe Ordinary Ordinary Ordinary Ordinary Ordinary Ordinary Ordinary
’ P bearer shares bearer shares bearer shares bearer shares bearer shares bearer shares bearer shares
Amount
8. recognised in PLN 700,000 PLN 9,305,019 PLN 167,857 PLN 194,462 PLN 1,062,500 PLN 986,605 PLN 928,570
regulatory capital,
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Nominal amount of

instrument

PLN 0.10

PLN 0.10

PLN 0.10

PLN 0.10

PLN 0.10

PLN 0.10

PLN 0.10

9a.

Issue price

PLN 0.10

PLN 4.31

PLN 0.47

PLN 0.47

PLN 5.00

PLN 5.00

PLN 5.00

9b.

Redemption price

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

10.

Accounting
classification

Equity

Equity

Equity

Equity

Equity

Equity

Equity

11.

Original date of
issuance

2005

2006

2009

2010

2011

2012

2013

12.

Perpetual or dated

Perpetual

Perpetual

Perpetual

Perpetual

Perpetual

Perpetual

Perpetual

13.

Original maturity
date

None

None

None

None

None

None

None

14.

Issuer call subject
to prior
supervisory
approval

No

No

No

No

No

No

No

15.

Optional call date,
contingent call
dates and
redemption
amount

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

16.

Subsequent call
dates, if applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Coupons / dividends

17.

Fixed or floating
dividend/coupon

Floating rate

Floating rate

Floating rate

Floating rate

Floating rate

Floating rate

Floating rate

18.

Coupon rate and
any related index

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

19.

Existence of a
dividend stopper

No

No

No

No

No

No

No

20a.

Fully discretionary,
partially
discretionary or
mandatory (in
terms of timing)

Fully
discretionary

Fully
discretionary

Fully
discretionary

Fully
discretionary

Fully
discretionary

Fully
discretionary

Fully
discretionary

20b.

Fully discretionary,
partially
discretionary or
mandatory (in
terms of amount)

Fully
discretionary

Fully
discretionary

Fully
discretionary

Fully
discretionary

Fully
discretionary

Fully
discretionary

Fully
discretionary

21.

Existence of step
up or other
incentive to
redeem

No

No

No

No

No

No

No

22.

Noncumulative or
cumulative

Noncumulative

Noncumulative

Noncumulative

Noncumulative

Noncumulative

Noncumulative

Noncumulative

23.

Convertible or
non-convertible

Non-convertible

Non-convertible

Non-convertible

Non-convertible

Non-convertible

Non-convertible

Non-convertible

24,

If convertible,
conversion

trigger(s)

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

25.

If convertible, fully
or partially

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

26.

If convertible,
conversion rate

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

27.

If convertible,
mandatory or
optional
conversion

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

28.

If convertible,
specify instrument
type convertible
into

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

10
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If convertible,
specify issuer of
instrument it
converts into

30.

Write-down

No No No No No No No
features

31.

If write-down,

trigger(s)

32.

If write-down, full
or partial.

33.

If write-down,

temporary

34.

If temporary write-
down, description
write-down
mechanism

35.

Position in
subordination
hierarchy in

instrument type
immediately senior
to instrument)

36.

Non-compliant

features

37

If yes, specify non-
compliant features

A description of all restrictions applied to the calculation of own funds in accordance
with the CRR and the instruments, prudential filters and deductions to which those
restrictions apply

IPOPEMA does not apply any restrictions to the calculation of own funds in accordance with the CRR nor any
instruments, prudential filters or deductions to which such restrictions apply.

Explanation of the basis on which capital ratios are calculated using elements of own
funds determined on a basis other than that laid down in the CRR

IPOPEMA does not use capital ratios calculated using elements of own funds determined on a basis other than that
laid down in the CRR.

4. Capital requirements

A summary of IPOPEMA’s approach to assessing the adequacy of its internal capital to
support current and future activities

IPOPEMA Securities has implemented an internal capital adequacy assessment system, described in detail in the
document entitled ‘Internal Capital Adequacy Assessment Process’.

Internal capital is defined as an amount estimated by a brokerage house as necessary to cover all the identified
material risks inherent in its operations and changes in the economic environment, taking into account the forecast
risk levels.

Risk materiality assessment consists in an analysis of risks prevalent in IPOPEMA Securities’ operations and its
environment, and is designed to identify risks relevant to its business, which will be further analysed during
subsequent stages of the ICAAP. The Brokerage House has introduced processes intended to manage risks
assessed as material and accumulated internal capital to cover those risks.

11

Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable

write-down Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable

Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable

permanent or Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable

Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable

liquidation (specify | Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable

transitioned Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable

Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable Not applicable
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In calculating internal capital, IPOPEMA Securities S.A. applies a solution based on Pillar 1’s own funds regulatory
requirement (capital ratio of 8%), which is a starting point for assessing additional capital which may be required to
support risks not covered or not fully covered by Pillar 1’s minimum own funds regulatory requirement and applying
an adequate charge to reflect that additional capital requirement.

The table below presents the risks analysed by IPOPEMA, the materiality criteria and approach adopted to assess
specific risks:

Risk Materiality Calculation of internal capital
Credit risk Always material Risk exposure x 8%
Operational risk Always material Risk exposure x 8%
Settlement/delivery risk Keeping exposures within Total risk exposure Risk exposure x 8%

Currency risk Keeping exposures within Total risk exposure Risk exposure x 8%
Commodity risk Keeping exposures within Total risk exposure Risk exposure x 8%

Position risk Keeping exposures within Total risk exposure Risk exposure x 8%

S;Ed't Valuation Adjustment Keeping exposures within Total risk exposure Risk exposure x 8%

Risk related to large . e . . 0

exposures in the trading book Keeping exposures within Total risk exposure Risk exposure x 8%

Liquidity risk Always material -

Business risk Expert opinion Internal model developed by the
Reputation risk Expert opinion Company

The internal capital adequacy assessment process is reviewed on a regular basis and modified if necessary. The
review exercise consists of:

= reviewing risks inherent in IPOPEMA’s operations,

= reviewing the approaches to assessment of materiality of specific risks, and

= reviewing the approaches to measurement of material risks.

The internal capital adequacy assessment process is reviewed at least on an annual basis. A review is also
performed whenever a new type of risk is identified, a material revision is made to the strategy or an action plan,
changes occur in IPOPEMA’s external environment or there are other factors with a bearing on the proper operation
of the assessment process.

Methods used to calculate exposures to specific types of risks, with references to
relevant provisions of the CRR

Tag Calculation method Reference to CRR

Risk-weighted exposure value for credit risk, counterparty credit

. Part Three, Title Il, Chapter
risk, dilution risk and free delivery risk Standardised Approach 2

Risk exposure value arising from own contributions to the default Art. 308 Part Three, Title I, Chapter
fund of a CCP ) 6

Part Three, Title IV,

Total equity instruments risk exposure value Art. 341-344 Chapter 2, Section 3
Total currency risk exposure value Articles 351-352 of CRR Part Three, Title IV,
Chapter 3
. . . . Part Three, Title I, Articles
Total operational risk exposure value Basic Indicator Approach 315-316 of CRR
Total exposure on credit valuation adjustment (CVA) risk Standardised Approach Part Threegg‘l;lltle VI, Art.
Total exposure on risk arising from large exposures in the trading Art. 397 Part Four

book
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Disclosures concerning 8% of risk-weighted exposures for exposure classes specified
in Article 112 of CRR

Exposure class 8% of risk-weighted
exposure in PLN

Exposures to central governments or central banks

Exposures to regional governments or local authorities

Exposures to public sector entities

Exposures to multilateral development banks

Exposures to international organisations

Exposures to institutions 4415 193,12
Exposures to corporates 1503 831,19
Retail exposures 380,04

Exposures secured by mortgages on immovable property

Exposures in default 47 682,65

Exposures associated with particularly high risk 281 649,89

Exposures in the form of covered bonds

Items representing securitisation positions

Exposures to institutions and corporates with a short-term credit assessment

Exposures in the form of units or shares in collective investment undertakings 684 911,95
Equity exposures 349,61
Other exposures 2225712,68
Risk exposure value arising from own contributions to the default fund of a CCP 1202,68
Total 9160 913,81

Total exposure amounts for credit risk, counterparty credit risk, dilution risk and free
deliveries, settlement/delivery risk, position risk, currency risk, operational risk, and
risk related to large exposures in the trading book

TOTAL CONSOLIDATED RISK EXPOSURE (value) 332,514,545.00

1. Ris_k—w_eighted exposure value for credit risk, counterparty credit risk, dilution risk and free 114 511 422,68
deliveries

2. Total exposure value for position risk, currency risk and commaodities risk 25 140 856,13

2.1. Settlement/delivery risk

2.2. Total exposure value for position risk, currency risk and commodities risk 25 140 856,13
2.2.1. Traded debt instruments

2.2.2. Shares 251 600,00
2.2.3. Currencies 24 889 256,13
2.2.4. Commodities

3. Total operational risk exposure value 170 627 500,00

4. Total exposure value for risk related to large exposures in the trading book -

13
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5. Counterparty credit risk exposure

Counterparty credit risk means the risk that the counterparty to a transaction could default before the final settlement
of the transaction’s cash flows. Counterparty credit risk exposure includes exposures arising from derivative
instruments, repurchase transactions, securities or commodities lending or borrowing transactions, long settlement
transactions and margin lending transactions.

The only counterparty credit risk exposures held by IPOPEMA in 2016 were exposures arising from transactions in
futures contracts executed for clients and cleared through the CCP.

In calculating exposure values for credit risk, counterparty credit risk, dilution risk and free deliveries, the Company
applies a risk weight of 2% to exposures arising from client transactions in QCCP-cleared futures, according to Art.
306 of the CRR Directive. Own funds requirements for pre-funded contributions to the default fund of a QCCP are
calculated based on the method set out in Art. 308 of the CRR Directive. Other exposures to QCCP are treated as
exposures to institutions (Art. 102 Item 2. of the CRR Directive).

It is important to note that considering the nature of exposures held by the Company (IPOPEMA Securities holds
exposures to client transactions in futures contracts executed solely on the stock market), these exposures are
monitored on an ongoing, daily basis.

6. Capital buffers

As at December 31st 2016, IPOPEMA was not obliged to disclose information on its compliance with the
requirement for a countercyclical capital buffer, referred to in Title VII Chapter 4 of Directive 2013/36/EU.

7. Indicators of global systemic importance

As at December 31st 2016, IPOPEMA was not obliged to disclose information under Article 131 of Directive
2013/36/EU.

8. Credit risk adjustments

8.1 Definition of past due and impaired receivables

Receivables are initially recognised at nominal value and measured as at the end of the reporting period at amounts
receivable. Receivables are remeasured based on the probability of their payment, with impairment losses
recognised where necessary. Impairment losses are recognised if there is objective evidence that recovery of all
amounts due in line with the original contractual terms will not be possible.

Impairment losses are recognised in particular for:
- receivables past due by 6 months to 1 year — impairment loss of 50% of the receivables amount is
recognised,
- receivables past due by more than 1 year — impairment loss of 100% of the receivables amount is
recognised.

Apart from the above general rule, the Group may also recognise impairment losses on an individual basis, when
it believes that the recovery of the full amount of receivables is subject to significant risk.

Past due receivables are receivables not paid by the due date. According to Art. 178 Item 1b of the CRR Directive,
for the purposes of prudential requirements, IPOPEMA Securities defines past due receivables as unsecured
exposures overdue by more than 90 days.

Impairment takes place when it is highly probable that an asset controlled by the entity will fail to deliver, in whole
or in significant part, the expected future economic benefits.

14
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average amount of exposures over the period by class
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Total amount of exposures excluding the effect of credit risk mitigation, and

Exposure class

Dec 31 2016

2016 average

Exposures to central governments or central banks
Exposures to institutions
Exposures to corporates

Retail exposures
Past due exposures

High risk exposures

Exposures under units in collective investment
undertakings

Equity exposures

Other exposures

7896 164,41
266 172 823,42
18 797 889,84

6 333,99
397 355,38

1408 249,44

8561 399,43

4 370,16

27 823 030,61

8 056 077,51

297 648 281,79

29 538 702,48

9 056,43

1062 355,75

1005 217,13

8 544 369,98

6 360,54

16 954 525,08

Total

331067 619,68

362 820 418,47

8.3
exposures

Geographical distribution of exposures, including impaired and past due

D g e p— Adjustment for Impairment
Exposure class Country Initial exposure ! e rislg specific credit losses on Value
risk receivables
Exposures to central
governments or Poland 7896 164 - - 7 896 164
central banks
Czech Republic 3287 066 - - 3287 066
Netherlands 6270 031 - - 6270031
Poland 118 925 148 - - 118925148
Exposures to Romania 276 072 - - 276 072
institutions
us 16 725 525 - - 16 725 525
Hungary 13 732 502 - - 13 732 502
UK 106 956 483 - - 106 956 483
Exposures to Poland 18 797 890 - - 18 797 890
corporates
Retail exposures Poland 6334 - - 6334
Exposures associated
with particularly high  Poland 1408 249 - - 1408 249
risk
Poland 1184116 - 838 211 345 905
Netherlands 21000 : : 21000
Exposures in default Norway 6789 - 3395 3395
us 20 900 - 3090 17 810
UK 44 812 - 35 566 9 246
Exposures associated
ywth collective Poland 8561 399 - - 8561 399
investment
undertakings
Poland 4184 - - 4184
Equity exposures Romania 186 - - 186
Hungary 0 - - 0
Austria 885 N N 885
Cyprus 18 961 - - 18 961
France 7214 - - 7214
Other exposures Netherlands 1108 352 - - 1108 352
Israel 26133 - - 26 133
Luxembourg 106 366 - - 106 366
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Germany 153 305 - - - 153 305
Poland 18 022 129 - - - 18 022 129
Romania 52 829 - - - 52 829
us 4527 - - - 4527
Hungary 25411 - - - 25411
UK 8 296 920 - - - 8296 920
Total 331 947 882 - - 880262 331 067 620
8.4 Distribution of exposures by industry or type of counterparty, including impaired
and past due exposures
- . Impairment
Initial Impairment
Exposure class Counterparty type losses on Net exposure
exposure losses -
receivables
Exposures to central Central and local government
governments or central S 9 7896 164 - - 7896 164
institutions
banks
Exposures to public sector  Central and local government i i i i
entities institutions
Banks 59272 918 - - 59272 918
Exposures to institutions Other financial institutions, 206 899 909 - : 206 899 909
including:
SMEs - - - -
_Other‘flnz.mmal institutions, 16 068 469 i i 16 068 469
including:
SMEs - - - -
Exposures to corporates Non-financials
. e ' 2729 421 - 2729421
including:
SMEs - - - -
Retail exposures Households 6334 - - 6334
_Ban_ks 'and other financial 47 945 i 42 051 5 895
institutions
Exposures in default _Non—fl‘nar?uals, 1229 672 _ 838 211 391 461
including:
SMEs - - - -
Positions ass_oma_ted with Centra_l and local government 1 408 249 i i 1408 249
particularly high risk institutions
Exposures associated with _Ott;e(;_flngnual institutions, 8561 399 ; - 8561399
collective investment Including:
undertakings SMEs - - - -
Banks and other financial . . i .
Equity exposures institutions
Non-financials 4370 - - 4370
Other exposures Other assets 27 823 031 - - 27 823031
Total 331 947 882 - 880 262 331 067 620
8.5 Residual maturities for all own funds exposures to credit risk, by exposure class
Over 1 Over 3
Class DU month to 3 months to 12 O 12 Indefinite Total
month months
months months
Exposures to central governments or 7 087 580 i i 808 584 i 7896
central banks 164
Exposures to public sector entities - - - - - -
o 266 172
Exposures to institutions 250 469 648 6 326 850 7 981 600 1394 728 0 826
Exposures to corporates 18 712 319 48 432 37139 - - 18797 890
) 4
Retail exposures 633 - - - - 6334
Exposures in default - - - - 397 355 397 355
Positions associated with particularly ) ) ) ) 1 408 249 1 408 249

high risk
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. : 1 8 561 399
investment undertakings 8561399
Equity exposures - - 4185 4370 4370
Other items 20 859 129 1354 335 447 499 1322333 20859 129 27 823 031
Total 297 135 010 7729 617 8 466 238 3525 646 297 135 010 33t g%
8.6 Reconciliation of changes in impairment losses
Changes in impairment losses on receivables 2016
Impairment losses on current receivables at beginning of period 570 311
a) increase 363 822
b) decrease 53 872
Impairment losses on current receivables at end of period 880 262

9. Unencumbered assets

As at December 31st 2016, the carrying amount of unencumbered assets was PLN 288 989 838,95, while the
carrying amount of encumbered assets stood at PLN 51 359 444,11.

The encumbered assets include primarily cash paid to central counterparties and other clearing institutions for
transaction clearing guarantee funds and security deposits for transactions in securities — their value as at
December 31st 2016 amounted to PLN 35 982 683,93. Additionally, in connection with the Group companies’
operations, the Group placed security deposits with third parties in a total amount of PLN 15 376 760,18.

10. Use of ECAIs

IPOPEMA does not rely on any external credit assessments when calculating risk-weighted exposure amounts for
credit risk.

11. Market risk exposure

IPOPEMA calculated the own funds requirements for equity instruments risk in accordance with Part Three, Title
IV, Chapter 3, Section 3 of the CRR — Own funds requirements for equity instruments risk. As at December 31st
2016, the consolidated exposure value for capital instruments risk was PLN 125 800,00.

IPOPEMA did calculate the own funds requirements for currency risk in accordance with Part Three of Title IV
Chapter 3 of the CRR - Own funds requirements for currency risk. As at December 31st 2014, the consolidated
exposure value for currency risk was PLN 24 889 256,13.

12. Operational risk

IPOPEMA uses the Basic Indicator Approach to calculate own funds requirements for operational risk, in
accordance with Title Il Chapter 2 of the CRR.

The total consolidated exposure value for operational risk as at December 31st 2016 stood at PLN 170 627 500.

13. Exposures in equities not included in the trading book

Exposure types and valuation methodologies

As at December 31st 2016, the IPOPEMA Group held non-trading book equities (shares in non-consolidated
subsidiaries) with a value of PLN 4.37 thousand.

Shares in non-consolidated subsidiaries are measured at cost less impairment losses. In 2016, there were no
impairment losses on financial instruments held for sale.
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Carrying amount and fair value of non-trading book equities (PLN ‘000)

Equity instrument carrying amount as at Dec 31 2016 fair value as at Dec 31 2016

shares and other equity interests 4.37 4.37

Equities held in the Group’s non-trading book are not traded on a regulated market.

2016 gains/losses on non-trading book equities (PLN ‘000)

Equity instrument Realised gains/losses on sale Total unrealised gains/losses

shares and other equity interests 39 -

14. Exposure to interest rate risk on positions not included in the
trading book

IPOPEMA Securities defines interest rate risk in the non-trading book as a risk from exposure of the Company’s
current and future financial result and capital to an adverse impact of interest rate changes for positions in the non-
trading book.

As IPOPEMA Securities’ operations do not include deposit taking and lending activities within the meaning of the
Polish Banking Law, the Company does not identify the interest rate risk in the non-trading book as a material risk
and does not manage that risk.

15. Exposure to securitisation positions

In 2016, IPOPEMA had no securitisation exposure.

16. Remuneration policy

Disclosures with respect to remuneration for those categories of employees whose professional activity has a
material bearing on the Brokerage House’ risk profile.

16.1. Information on the decision-making process used for determining the remuneration
policy, as well as the number of meetings held by the main body overseeing remuneration during
the financial year

The IPOPEMA Securities policy on variable remuneration components (the “Policy”) was prepared taking into
account the requirements of the Minister of Finance’s Regulation on the rules for establishment of a variable
remuneration component policy for persons holding management positions at brokerage houses, dated December
2nd 2011.

The Policy has been established in order to:
- ensure proper and effective risk management and discourage risk taking in excess of levels acceptable to
the Brokerage House,
- support implementation of the business strategy adopted by the Brokerage House,
- support efforts aimed at avoiding conflicts of interest.

The Policy relates to persons on managerial positions (in the meaning of the Regulation), the classification of which
is done by the Management Board.

The Policy and any amendments thereto are subject to approval by the Supervisory Board (it was agreed that no
separate remuneration committee would be set up and that its functions would be carried out by the Supervisory
Board - the functions of a remuneration committee were assigned to the Supervisory Board by resolution of the
General Meeting of June 28th 2012). Responsibilities of the Supervisory Board with respect to the Policy include in
particular:

- providing opinions on the Policy as it is implemented at IPOPEMA Securities,
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- providing opinions on and monitoring of payment of variable remuneration components to persons subject
to the Policy
- reviewing and assessing progress in the implementation of the Policy at IPOPEMA Securities.

The governing body responsible for supervising remuneration is the Company’s Management Board, and in
relation to the Management Board’s remuneration — the Supervisory Board.

16.2 Information on linkages between pay and performance, and criteria on which the
entitlement to shares, options or variable components of remuneration is based

Variable remuneration is discretionary and its linkage with performance is not subject to any parameters. For more
information on determination and payment of variable remuneration, see section 16.3 below.

16.3 Key design characteristics of the remuneration system, including the main parameters
and rationale for any variable component scheme and any other non-cash benefits

The remuneration of persons covered by the Policy comprises both fixed and variable components.

Under the Policy adopted by the Brokerage House, the variable components can take one of the two forms:
- remuneration linked to the Brokerage House’s performance provided for in the contract with an employee
(performance bonus system),
- discretionary remuneration in the form of a cash reward (discretionary bonus).

Under the Policy, if the performance-linked remuneration system is put in place, particularly in the form of an
incentive scheme or a performance bonus system written into the contract with an employee:

- the aggregate amount of the employee’s remuneration is determined based on the employee’s individual
performance and the performance of the employee’s business unit relative to the Company’s overall
performance; the individual performance being evaluated against both financial and non-financial criteria,

- performance is evaluated based on the data for at least three last financial years, or in the case of
employees who have been in service for less than three years — based on the data since the start of their
employment relationship, so that the actual payment of remuneration components linked to the Company’s
performance is spread over a period reflecting the Company’s business cycle and allowing for the risks
associated with its business.

The variable remuneration consists of a cash component and a non-cash component in the form of financial
instruments. Payment of the non-cash component is contingent upon non-occurrence of certain events - as
specified in the Policy — which could threaten the proper operation of the Brokerage House, as well as upon non-
occurrence of certain other events specified individually for each person covered by the Policy.

Payment of the variable remuneration may be deferred for up to three years from the end of the period for which it
was granted. With this procedure in place, the remuneration can be reduced if any of the adverse events mentioned
above were to materialise.

16.4 Ratio between the fixed and the variable remuneration components, determined in
accordance with Article 94.1.g of Directive 36/2013

Under the Regulation of the Minister of Finance of December 2nd 2011 referred to above, fixed remuneration
components should represent a sufficiently high proportion of the total remuneration to allow the operation of a fully
flexible policy on variable remuneration components, including the possibility to lower or pay no variable
remuneration component. The above principle applies when determining the remuneration amounts at the
Company; however, no detailed parameters for the ratio between the fixed and the variable remuneration have
been defined.

16.5 Aggregate quantitative information on remuneration broken down by business area

Given the nature of the Company’s organisation, that is its organisational structure and process by which key
decisions are made, the persons who have a material impact on the Company’s risk profile, and as a consequence
who are covered by the Policy, are members of its Management Board. For information on the Management Board’s
remuneration, see section 16.6 below.
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16.6 Aggregate quantitative information on remuneration broken down into the senior
management and members of staff whose actions have a material impact on the institution’s risk
profile

Remuneration amounts for 2016 split into fixed and variable remuneration, and the number of beneficiaries
(PLN 000)

- Total Fixed Variable Number of
Management positions . o
remuneration components components beneficiaries
Members of the Management Board 2244 2061 228 5

Persons in management positions dealing
with risk management*)

Other - - - -

*) Remuneration of persons in management positions dealing with risk management is presented in the Members of the
Management Board’ line

Amounts and forms of variable remuneration, split into cash, shares, share-linked instruments and other types
(PLN 000)

Management positions Ralisbis Cash AIEGIEE
9 P components instruments
Members of the Management Board 228 - 228
Persons in management positions dealing with risk . . .
management*)
Other - - -

*) Remuneration of persons in management positions dealing with risk management is presented in the Members of the
Management Board’ line

Amounts of outstanding deferred remuneration, split into vested and unvested portions
(PLN 000)

Deferred

Management positions " Vested Unvested
remuneration
Members of the Management Board 859 293 566
Persons in management positions dealing with risk ) ) )
management*)
Other - - -

*) Remuneration of persons in management positions dealing with risk management is presented in the Members of the
Management Board’ line

Amounts of deferred remuneration awarded during the financial year, paid out and reduced through performance
adjustments

(PLN 000)
Management positions Veflslz Paid Payable Reduced
components
Members of the Management Board 228 0 228 -
Persons in management positions dealing with risk ) ) ) -
management*)
Other - - - i

*) Remuneration of persons in management positions dealing with risk management is presented in the Members of the
Management Board’ line

New sign-on and severance payments made during the financial year, and the number of beneficiaries of such
payments

In 2016, no such payments were made.

i) number of individuals being remunerated EUR 1 million or more in the financial year

In the 2016 financial year, no individuals were remunerated EUR 1 million or more.
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17. Leverage

Leverage ratio

Wartos¢ ekspozycji

SFT: Exposures according to CRR 429 (5) and (8)

SFT: Add-on amount for counterparty credit risk

SFT deviation: Amount to be added due to CRR 429 (4) and CRR 222

Counterparty credit risk related to SFT concluded via intermediaries accordking to CRR 429 (6b)

Derivatives: Market value

Derivatives: Add-on Mark-to-Market Method

Derivatives: Original Exposure Method

Deviation for financial instruments: primary exposure valuation method

Nominal value of issued credit derivatives after exclusions and deductions

Off-balance items with conversion ratio of 10% according to CRR 429 (10)

Off-balance items with conversion ratio of 20% according to CRR 429 (10)

Off-balance items with conversion ratio of 50% according to CRR 429 (10)

Off-balance items with conversion ratio of 100% according to CRR 429 (10)

Other off-balance sheet items

Other assets 322 054 618
(-) Deducted amount of assets - Tier 1 capital - fully phased-in definition -3114 636
(-) Deducted amount of assets - Tier 1 capital - transitional definition -3114 636
Total leverage ratio exposures — Tier 1 capital - fully phased-in definition 318 939 982
Total leverage ratio exposures — Tier 1 capital - transitional definition 318 939 982
Capital

Tier 1 capital - fully phased-in definition 74 383 370
Tier 1 capital - transitional definition 74 383 370
Leverage Ratio

Leverage Ratio - using a fully phased-in definition of Tier 1 23,32%
Leverage Ratio - using a transitional definition of Tier 1 23,32%

Leverage risk management

IPOPEMA defines leverage risk as the risk resulting from an institution’s vulnerability due to leverage that may
require unintended corrective measures to its business plan, including distressed selling of assets, which might
result in losses or in valuation adjustments to its remaining assets.

IPOPEMA calculates its leverage ratio using the methodology set out in Article 429 of Part Seven of the CRR, that
is by dividing Tier 1 capital measure by total exposure measure.

Until a minimum leverage ratio is set under the CRR, IPOPEMA has adopted an internal minimum leverage ratio of
3%.

Information concerning the Company’s leverage ratio is sent to the Polish Financial Supervision Authority every
quarter.

18. Use of IRB approach to credit risk

In 2016, IPOPEMA did not use the internal ratings based approach to calculate its credit risk-weighted exposures.
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19. Use of credit risk mitigation techniques

In 2016, IPOPEMA did not use credit risk mitigation techniques.

20. Use of the advanced measurement approaches to operational
risk

In 2016, IPOPEMA did not use advanced measurement approaches with respect to its operational risk.

21. Use of internal market risk models

In 2016, IPOPEMA did not use internal market risk models.
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Appendix 1

Declaration by the Management Board of IPOPEMA Securities S.A.

Pursuant to Article 435.1e of Regulation (EU) No. 575/2013 of the European Parliament and of the Council of June
26th 2013 on prudential requirements for credit institutions and investment firms (OJ 2013.176.1),

the Management Board of IPOPEMA Securities S.A. declares that the risk management system in place at the
Company is adequate with regard to its business profile and strategy.

Management Board of IPOPEMA Securities S.A.
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Appendix 2

Statement by the Management Board of IPOPEMA Securities S.A.
on IPOPEMA Securities S.A.’s overall risk profile associated with its business strategy

Pursuant to Article 435.1f of Regulation (EU) No. 575/2013 of the European Parliament and of the Council of June
26th 2013 on prudential requirements for credit institutions and investment firms (0J 2013.176.1), the Management
Board of IPOPEMA Securities S.A. states the following:

Risk sources and threats

The capital ratios and the own funds to internal capital ratio met IPOPEMA’s risk appetite standards:

=  Consolidated internal capital averaged PLN 40 654 059,82 and stood at PLN 39 844 663,30 as at December
31st 2016,

= Capital ratio averaged 22.59% and stood at 23.94% as at December 31st 2016,

= Consolidated own funds averaged PLN 73 534 261,90 and stood at PLN 74 274 717,09 as at December 31st
2016,

= Total consolidated risk exposure averaged PLN 326 202 209,22 and stood at PLN 310 279 778,81 as at
December 31st 2016.

Operational risk

In 2016, no material operational incidents took place at IPOPEMA Securities S.A. which would result in unexpected
losses for the Company due to insufficient or deficient internal processes, systems, human error or external
incidents.

Credit risk

The risk management system in place at IPOPEMA Securities provides for daily reviews of the Company’s credit
risk profile, being the value of its credit risk-weighted exposures, broken down by asset classes. Credit risk
movements shown against the Company’s other key capital adequacy measures are reported to the Management
and Supervisory Boards as the Company’s governing bodies.

Consolidated risk-weighted assets stood at PLN 114 496 389,14 as at December 31st 2016.

Market risk

IPOPEMA Securities engages in proprietary trading in financial instruments in compliance with its internal
regulations, including those defining relevant exposure limits.

Positions in financial instruments are monitored for compliance with the pre-set limits on an ongoing, daily basis.

In 2016 the utilisation of the exposure limit was around 10-30%. In 2016 no cases of exceeding of the overall
exposure limit within the trading book were recorded.

Liquidity risk

No incidents occurred in 2016 which could pose a threat to IPOPEMA Securities’ liquidity. With the efficiency of
own funds in mind and driven by the need to diversify the available financing sources, the Company uses lines of
credit to fund its brokerage activities, in order to be able to settle its current liabilities to the clearing institution which
arise from stock-exchange transactions. As at December 31st 2016, the Company had revolving overdraft facility
agreements signed with Alior Bank S.A. for a total amount of PLN 40m.

Reputation risk

No significant amount of media coverage (articles/programmes) was observed by IPOPEMA in 2016 which could
have a negative impact on how the Company is perceived by its clients and partners.

As of December 31st 2016, the IPOPEMA Group’s internal capital covering reputation risk was PLN 1 836 149.
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Business risk

In 2016, the IPOPEMA Group’s internal capital covering business risk was PLN 13 186 132.

Material changes to the risk management system

In result of the 2016 review of its internal risk management process, IPOPEMA updated its risk management
procedures, which included:

review of internal limits for respective risk types described in respective internal procedures as well as capital
goals described in the “Capital Management Strategy”, ,

assuring the recording of the conclusions from workshops on assessment of materiality levels of risks identified
in the Company (Self-assessment of risk),

introduction of changes mitigating the risk of omitting any events in the reputation risk analysis,

introduction of verification mechanisms ensuring the correctness of internal capital reporting,

extending the scope of the quarterly capital adequacy report submitted to the Management and Supervisory
Boards for consolidated data,

clarifying of the provisions of the “Instruction on the collection of information about operational events in
IPOPEMA Securities S.A.”, which is in the annex to the “Risk and Capital Management Policy at IPOPEMA
Securities S.A.” regarding the analysis of reported significant events and possible cooperation in this area
between the Compliance Office, the IT Department and the Information Security Committee.

Summary

The risk management system in place at IPOPEMA allows the Management Board to take risks in a controlled way
to deliver on its business plans and objectives, including performance targets. This goal is pursued at the Company
by identifying, measuring, monitoring and controlling the specific types of current and future risks that affect or could
affect IPOPEMA’s operations.

Management Board of IPOPEMA Securities S.A.
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