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TRANSLATION
PLN ‘000 EUR ‘000***
T Tt Tt T
period period period period
from 01.01.19 from 01.01.18 from 01.01.19 from 01.01.18
to 30.09.19 to 30.09.18 to 30.09.19 to 30.09.18
Data related to the interim condensed consolidated financial statements
Interest income and similar 1,051,190 976,916 243,975 229,673
Fee and commission income 496,213 481,459 115,168 113,191
Profit before tax 433,046 631,835 100,508 148,545
Net profit 306,291 486,696 71,088 114,422
Comprehensive income 366,602 517,047 85,086 121,558
Net cash flows (3,751,154) 199,748 (870,622) 46,961
Total assets* 51,979,130 49,304,714 12,088,170 11,466,213
Amounts due to banks* 4,995,628 1,402,233 1,161,774 326,101
Amounts due to customers* 36,443,155 38,334,345 8,475,152 8,914,964
Equity 6,934,685 7,056,750 1,585,578 1,641,105
Ordinary shares 522,638 522,638 119,498 122,358
Number of shares (in pcs) 130,659,600 130,659,600 130,659,600 130,659,600
Book value per share (PLN/EUR) 53.07 54.01 12.14 12.56
Total capital adequacy ratio (%) 16.3 16.8 16.3 16.8
Earnings per share (PLN / EUR) 2.34 3.72 0.54 0.87
Diluted earnings per share (PLN / EUR) 2.34 3.72 0.54 0.87
Data related to the interim condensed standalone financial statements
Interest income and similar 1,050,515 976,051 243,819 229,470
Fee and commission income 470,289 453,917 109,152 106,716
Profit before tax 431,040 645,564 100,042 151,772
Net profit 304,861 500,918 70,757 117,766
Comprehensive income 365,086 531,401 84,734 124,933
Net cash flows (3,751,045) 199,748 (870,597) 46,961
Total assets* 51,892,083 49,242,024 12,067,926 11,451,633
Amounts due to banks* 4,995,516 1,402,124 1,161,748 326,075
Amounts due to customers* 36,516,842 38,395,885 8,492,289 8,929,276
Equity 6,883,471 7,007,052 1,573,868 1,629,547
Ordinary shares 522,638 522,638 119,498 122,358
Number of shares (in pcs) 130,659,600 130,659,600 130,659,600 130,659,600
Book value per share (PLN / EUR) 52.68 53.63 12.05 12.47
Total capital adequacy ratio (%) 16.0 16.5 16.0 16.5
Eamnings per share (PLN/EUR) 233 3.83 0.53 0.9
Diluted earnings per share (PLN / EUR) 233 383 0.53 0.9
Declared or paid dividends per share (PLN/EUR)** 374 4.11 0.86 0.96

* Comparative balance data according as at 31 December 2018.

** The presented ratios relate respectively to dividend paid in 2019 from the distribution of 2018 profit and dividend paid in 2018 from the appropriation

of the 2017 profit.

*** The following exchange rates were applied to convert PLN to EUR: for the statement of financial position - NBP average exchange rate as at
30 September 2019 — 4.3736 (as at 31 December 2018: PLN 4.3000; as at 30 September 2018 — PLN 4.2714); for the income statement, a statement of
comprehensive income and cash flow statement - the arithmetic mean of NBP end-of-month exchange rates in the third quarter of 2018 - PLN 4.3086 (in

the third quarter of 2018: PLN 4.2535).
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Condensed consolidated income statement
Third quarter Third quarter Third quarter Third quarter
accruals accruals
period from  period from  period from  period from
For the 01.07.19 01.01.19 01.07.18 01.01.19
PLN ‘000 period t030.09.19  t030.09.19  t030.09.18  to 30.09.19
Interest income 331,854 972,979 316,601 934,911
Similar income 29,574 78,211 15,351 42,005
Interest expense and similar charges (69,796) (193,857) (51,228) (148,431)
Net interest income 291,632 857,333 280,724 828,485
Fee and commission income 164,015 496,213 158,260 481,459
Fee and commission expense (22,329) (67,381) (23,164) (65,951)
Net fee and commission income 141,686 428,832 135,096 415,508
Dividend income 1,040 10,900 486 9,436
Net gain/(loss) on trading financial instruments and revaluation 98,640 286,282 94,452 287,195
Net gain/(loss) on debt investment financial assets measured at fair
value through other comprehensive income 19440 73,587 8,534 87,721
_Net gain/(loss) on equity investments and other at fair value through 3130 16,329 3372 10,164
income statement
Net gain/(loss) on hedge accounting (310) (1,068) - 3,682
Other operating income 4,838 18,020 4,602 27,372
Other operating expenses (7,164) (21,674) (8,258) (22,129)
Net other operating income and expense (2,326) (3,654) (3,656) 5,243
General administrative expenses (254,695) 875,54 (258,706) (847,676)
Depreciation and amortization (21,452) (64,032) (16,793) (54,154)
Profit on sale of other assets (265) (296) - (836)
Provisions for expected credit losses on financial assets and
provisions for off-balance sheet commitments (91,192) (225,954) (19,215) (51,739)
Operating income 185,329 502,720 224,294 693,035
Share in net profits of entities measured using equity method* - - (246) 9
Tax on certain financial institutions (25,469) (69,674) (19,276) (61,209)
Profit before tax 159,860 433,046 204,772 631,835
Income tax expense (46,195) (126,755) (46,288) (145,139)
Net profit 113,665 306,291 158,484 486,696
Including:
Net profit attributable to Bank’s shareholders 306,291 486 696
Weighted average number of ordinary shares (in pcs) 130 659 600 130 659 600
Earnings per share (in PLN) 2.34 372
Diluted net earnings per share (in PLN) 2.34 3.72

* From 1 January 2019 Handlowy-Inwestycje Sp. z 0.0. is fully consolidated.
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Condensed consolidated statement of comprehensive income
Third quarter Third quarter Third quarter Third quarter
accruals accruals
period period period period
from 01.07.19 from 01.01.19 from 01.07.18 from 01.01.18
PLN ‘000 t0 30.09.19  t030.09.19  t030.09.18  to 30.09.18
Net profit 113,665 306,291 158,484 486,696
Other comprehensive income, that might be subsequently reclassified
to income statement:
Changes of financial assets measured at fair value through other
comprehensive income 44579 60,225 (7,562) 30,225
Currency translation differences 143 86 (106) 126
Other comprehensive income net of tax 44,722 60,311 (7,668) 30,351
Total comprehensive income 158,387 366,602 150,816 517,047
Including:
Comprehensive income attributable to Bank’s shareholders 158,387 366,602 150,826 517,047
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Condensed consolidated statement of financial position
as at 30.09.2019 31.12.2018

PLN ‘000

ASSETS

Cash and balances with the Central Bank 3,421,537 7,272,193
Amounts due from banks 905,173 1,333,977
Financial assets held-for-trading 5,296,919 2,237,076
Debt financial assets measured at fair value through other comprehensive income 16,631,003 14,241,363
Equity investments measured using equity method* - 10,399
Equity and other instruments measured at fair value through income statement 61,573 48,768
Amounts due from customers 23,275,791 21,949,014
Tangible fixed assets 499,336 364,261
Intangible assets 1,405,597 1,418,794
Current income tax receivables 2,111 1,744
Deferred tax asset 238,030 204,207
Other assets 242,060 222,918
Total assets 51,979,130 49,304,714
LIABILITIES

Amounts due to banks 4,995,628 1,402,233,
Financial liabilities held-for-trading 1,993,915 1,609,382,
Hedging derivatives 14,335 -
Amounts due to customers 36,443,155 38,334,345
Provisions 88,662 29,984
Current income tax liabilities 45,557 66,297
Other liabilities 1463,193 805,723
Total liabilities 45,044,445 42,247,964
EQUITY

Ordinary shares 522,638 522,638
Share premium 3,003,290 3,003,290
Revaluation reserve 144,597 84,372
Other reserves 2,871,517 2,883,838
Retained earnings 392,643 562,612
Total equity 6,934,685 7,056,750
Total liabilities and equity 51,979,130 49,304,714

* From 1 January 2019 Handlowy-Inwestycje Sp. z 0.0. is fully consolidated.
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Condensed consolidated statement of changes in equity
Ordinary Share Revaluation Other  Retained N?"‘ Total
PLN ‘000 . . controlling .
shares  premium reserve  reserves  earnings . equity
interest
Balance as at 1 January 2019 522,638 3,003,290 84,372 2,883,838 562,612 - 17,056,750
Total comprehensive income, including: - - 60,225 86 306 291 - 366 602
Net profit - - - - 306 291 - 306 291
Currency translation differences from the ) ) ) 86 ) ) 86
foreign operations’ conversion
Net valuation of financial assets measured
at fair value through other comprehensive - - 60,225 - - - 60,225
income
Dividends paid - - - - (488,667) - (488,667)
Transfer to capital - - - (12,407) 12,407 -
Balance as at 30 September 2019 522,638 3,003,290 144,597 2,871,517 392 643 - 6934685
. Ordinary Share Revaluation Other  Retained contro,;ll?nn- Total
PLN 000 shares premium reserve  reserves  earnings interes% equity
Balance as at 1 January 2018 522,638 3,003,969 (9,118) 2,895,598 525,796 - 6,938,883
Impact of adopting IFRS 9 - - (796) - (74,784) - (75,580)
Restated balance as at 1 January 2018 522,638 3,003,969 (9,914) 2,895,598 451,012 - 6,863,303
Total comprehensive income, including: - - 30,225 126 486,696 - 517,047
Net profit - - - - 486,696 - 486,696
Currency translation differences from the
: o . - - - 126 - - 126
foreign operations’ conversion
Net valuation of financial assets measured
at fair value through other comprehensive - - 30,225 - - - 30,225
income
Dividends paid - - - - (537,011) - (537,011)
Transfer to capital - (679) - (9,080) 9,759 - -
Balance as at 30 September 2018 522,638 3,003,290 20,311 2,886,644 410,456 - 6,843,339
Share  Supplementary Revaluation Other  Retained N9n- Total
PLN000 . . . controlling .
capital capital reserve reserves  earnings . equity
interest
Balance as at 1 January 2018 522,638 3,003,969 (9,118) 2,895,598 525,796 - 6,938,883
Impact of adopting IFRS 9 - - (796) - (74,784) - (75,580)
zRgf;"ted balance as at 1 January 522,638 3,003,969 (9914)  2,805508 451,012 - 6863303
Total comprehensive incorme, . : 94286 (2680) 638,852 - 730458
including:
Net profit - - - - 638,852 - 638,852
Currency translation differences
from the foreign operations’ - - - 162 - - 162
conversion
Net valuation of financial assets
measured at fair value through - - 94,286 - - - 94,286
other comprehensive income
Net actuarial profits/(losses) on
defined benefit program valuation ) i ) (2.842) ) ) (2.842)
Dividends paid - - - (537,011) - (537,011)
Transfer to capital - (679) - (9,080) 9,759 -
As at 31 December 2018 522,638 3,003,290 84,372 2,883,838 562,612 - 7,056,750
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Condensed consolidated statement of cash flows
PLN ‘000 Third quarter Third quarter
accruals accruals
period period
from 01.01.19 from 01.01.18
to 30.09.19 to 30.09.18
Cash at the beginning of the reporting period 7,474,978 514,585
Cash flows from operating activities (3,242,564) 821,690
Cash flows from investing activities (5,754) (48,995)
Cash flows from financing activities (502,836) (572,947)
Cash at the end of the reporting period 3,723,824 714,333
Increase/(decrease) in net cash (3,751,154) 199,748
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Supplementary notes to the interim condensed consolidated financial statements

1 General information about the Bank and the Capital Group

Bank Handlowy w Warszawie S.A. (“parent company”, ,the Bank”, "Citi Handlowy”) Head Office is located in Warsaw
at Senatorska 16, 00-923 Warszawa. The Bank was established on the strength of Notarial Deed of 13 April 1870 and
was registered and entered into the Register of Companies by the District Court for the capital city of Warsaw, Xl Economic
Department of the National Court Register.

The Bank was registered under entry No. KRS 0000001538 and was granted a statistical REGON No. 000013037 and tax
identification No. (NIP) 526-030-02-91.

The Bank and its subsidiaries are expected to continue the business activity for an unspecified period of time.

Share equity of the Bank equals PLN 522,638,400 and is divided into 130,659,600 common shares, with nominal value of
PLN 4.00 per share. The Bank is a listed company on the Warsaw Stock Exchange.

The Group is a member of Citigroup Inc. The Bank is a subsidiary of Citibank Overseas Investments Corporation
with headquarters in New Castle, USA. CitiBank Overseas Investment Corporation is a subsidiary of Citibank N.A, with
headquarters in New York, USA, which is the ultimate parent company of the Bank.

The Bank is a universal bank that offers a wide range of banking services for individuals and corporate customers on the
domestic and foreign markets. The Bank is also 100% shareholder of Dom Maklerski Banku Handlowego S.A., conducting
the brokerage activity in the range of wide financial instruments portfolio and services for individual and corporate
customers.

This interim condensed consolidated financial statements present financial data of the Capital Group of Bank Handlowy
w Warszawie S.A. (‘the Group®), that is composed of Bank Handlowy w Warszawie S.A. (‘the Bank’) as the parent company
and its subsidiaries entities.

In the third quarter of 2019 there was no change in the structure of Group’s comparing to the second quarter of 2019.
From 1 January 2019 Handlowy-Inwestycje Sp. z 0.0. is fully consolidated.

The Group consists of the following subsidiaries:

% of votes at the General Meeting

Subsidiaries Registered office of Shareholders

30.09.2019 31.12.2018
Entities fully consolidated
Dom Maklerski Banku Handlowego S.A. (,DMBH”) Warsaw 100.00 100.00
Handlowy-Leasing Sp. z 0.0. Warsaw 100.00 100.00
Handlowy Investments S.A. Luxembourg 100.00 100.00
PPH Spomasz Sp. z 0.0. w likwidaciji Warsaw 100.00 100.00
Handlowy-Inwestycje Sp. z 0.0. Warsaw 100.00
Entities measured using equity method
Handlowy-Inwestycje Sp. z 0.0. Warsaw - 100.00

2  Declaration of conformity

These interim condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard IAS 34 Interim Financial Reporting adopted by European Union and with other applicable regulations.

These interim condensed consolidated financial statements do not include all of the information required for full annual
financial statements, and should be read in conjunction with the consolidated financial statements of the Group for the
financial year ended 31 December 2018.

In accordance with the Decree of the Ministry of Finance dated 29 March 2018 regarding current and periodic information
provided by issuers of securities and the requirements for recognition of information required by the law of
a non-Member State as equivalent (Official Journal from 2018, No. 757, as amended) the Bank is obliged to publish its
financial results for the 9 month period ended 30 September 2019 which is deemed to be the current interim financial
reporting period.

3  Significant accounting policies

The interim condensed consolidated financial statement of the Group for the third quarter of 2019 has been prepared in
accordance with accounting principles adopted and described in the annual consolidated financial statements of the Group
for the financial year ended 31 December 2018, except for accounting principles amendments effective from 1 January
2019 described further resulting from implementation of IFRS 16 “Leasing”.

The interim condensed consolidated financial statements of the Group have been prepared for the period from
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1 January 2019 to 30 September 2019 and for the consolidated statement of financial position as at 30 September 2019.
Comparative financial data are presented for the period from 1 January 2018 to 30 September 2018 and for the
consolidated statement of financial position as at 31 December 2018.

The financial statements are presented in PLN (currency of presentation), rounded to the nearest thousand.

The preparation of interim condensed consolidated financial statements of the Group with accordance to International
Financial Reporting Standards requires that the Management should make certain estimates and adopt related
assumptions that affect the amounts reported in the financial statements. This financial statement are based on the same
estimation rules which were used in the annual consolidated financial statements of the Group for the financial year ended
31 December 2018, including the reasons and sources of uncertainty as at the balance sheet date.

The estimations and respective assumptions are made based on historical data available and multiple other factors which
under given conditions are considered proper and which form the basis for estimation regarding balance sheet values of
assets and liabilities whose value cannot be determined clearly based on other sources. Real values may differ from
estimation values.

The estimations and respective assumptions are subject recurring to reviews. Changes of estimations are recognized in
the period in which the estimation was modified if the adjustment concerns only this period or in the period of the change
and future periods if the adjustment concerns both this period and the future periods.

The most significant estimates made for the 9 month period ended 30 September 2019, concern:

e expected credit losses of financial assets,
e measurement of the fair value of derivatives,
e employee benefits.

Standards and interpretations awaiting European Union’s approval:

e |FRS 17 ,Insurance” replacing IFRS 4 ,Insurance contracts” and introducing comprehensive regulations for accounting
of insurance contracts, in particular the measurement of relevant liabilities. Standard eliminates differences in
accounting of insurance contracts depending on local jurisdictions, allowed by IFRS 4,

e Changes in the Conceptual Framework introducing comprehensive clarifications in respect of financial reporting,
among others regulating the area of measurement and its basis, presentation and disclosures, derecognition of assets
and liabilities from balance sheet, and update and explanations of certain definitions,

e |FRS 3 ‘Business combinations’ amendment - introducing a clarification of the definition of a project that helps to
distinguish between acquisitions as a group of assets or a project,

e |AS 1 and IAS 8 amendments— changing definition of materiality,

e Amendments to IFRS 9, IAS 39 and IFRS 7 issued on 26 September 2019, relating to interest rate benchmark (IBOR)
reform, amending requirements for hedge accounting, in particular allowing not to terminate hedge accounting with
respect to IBOR reform,

will not have significant impact on the financial statements.

Standards and interpretations applicable from 1 January 2019:

e |IFRS 16 “Leasing”. Described further.

¢ |IFRS 9 amendment. It clarifies situations in which prepayment of receivable results in repayment of significantly lower
amount than outstanding one; in cases when it is reasonable, it does not impact SPPI test — the amendment does not
have a significant impact on the financial statements.

e |AS 28 amendment regarding measurement of the long-term share in affiliate companies and joined ventures - the
amendment does not have a significant impact on the financial statements.

e |AS 19 amendment stating that if a plan amendment, curtailment or settlement occurs, it is mandatory that the current
service cost and the net interest for the period after the remeasurement are determined using the assumptions used
for the remeasurement - the amendment does not have a significant impact on the financial statements.

e IFRIC 23 specifying measurement of uncertainties resulting from solutions applied for use of IAS 12 ,Income taxes”
when it is not clear if they are appropriate from perspective of tax authorities - the amendment does not have a
significant impact on the financial statements.

e standard amendments cycle 2015-2017 including: IFRS 3 ‘Business combinations’ and IFRS 11 ‘Joint Arrangements’
in respect of measurement of interest in case of taking control over joint arrangements, 1AS 12 in respect of recognition
of tax on dividends in profit and loss, IAS 23 ‘Borrowing costs’ for borrowing costs treatment — the amendments do not
have a significant impact on the financial statements.



Interim condensed consolidated financial statements of the Capital Group of Bank Handlowy w Warszawie S.A.
for the third quarter of 2019
TRANSLATION

IFRS 16 Leases
On 1 January 2019 the Group adopted IFRS 16 “Leases” (“IFRS 16”) replacing IAS 17 “Leases”.

The new standard relates to all leases of tangible assets excluding certain items that are in scope of other IFRS. IFRS 16
contains a holistic approach to leases identification, recognition and measurement in the financial statements of lessees
and lessors. Particularly impactful changes were introduced to accounting for leases by lessees by assuming a single
accounting model and abandoning a distinction between operating and finance leases.

In order to identify a lease contract, IFRS 16 uses a concept of control over an asset. The standard distinguishes lease
contracts from service agreements depending on whether there is a specified asset that is controlled by a lessee.
According to IFRS 16 a contract is, or contains, a lease if it conveys the right to control the use of an identified asset for a
period of time in exchange for consideration.

At commencement of each lease IFRS 16 requires a lessee to recognize a lease liability (resulting from an obligation to
make lease payments) and an asset - right of use of a specified asset over a lease term. A lessee may elect not to apply
the requirement to:

. short-term leases that at the commencement date, have a lease term of 12 months or less; and
. leases for which the underlying asset is of low value.

Implementation of IFRS 16 has not changed the classification and measurement of lease contracts where the Group is a
lessor.

At the commencement date, the Bank as a lessee measures the lease liability at the present value of the lease payments
that are not paid at that date. The payments include, inter alia:

. fixed payments, less any lease incentives receivable;
. variable lease payments that depend on an index or a rate.

At the commencement date, right-of-use assets are measured at cost, comprising:

. the amount of the initial measurement of the lease liability;

. any lease payments made at or before the commencement date, less any lease incentives received;

. any initial direct costs incurred by the lessee; and

. an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset, restoring the site
on which it is located or restoring the underlying asset to the condition required by the terms and conditions of the
lease.

The Group recognizes a lease contract as a right-of-use asset and corresponding lease liability at lease commencement
date.

The majority of real estate leases is denominated in foreign currency and the corresponding lease liabilities are monetary
items re-measured at each reporting date with revaluation gains and losses recognized in the income statement.

The Group presents right-of-use assets within Tangible fixed assets and it includes lease liabilities in Other liabilities line.

Interest expense resulting from a lease liability is recognized in profit and loss during lease using effective interest method,
in order to produce a constant periodic rate of interest on the remaining balance of the lease liability.

A right-of-use asset is amortized on linear basis until earlier of the end of the useful life of the right-of-use asset or the end
of the lease term.

The Group applies a short-term exemption to leases with undefined term and short termination periods for which no
leasehold improvement was created and there are no significant termination penalties. Low-value exemption on the other
hand is used with respect to e.g. office equipment.

The Group elected to apply the following practical expedients:

. the Group applies a single discount rate to a portfolio of leases with reasonably similar characteristics (such as
leases with a similar remaining lease term for a similar class of underlying asset in a similar economic environment),

. the Group applies an exemption for short-term leases for which the lease term ends within 12 months of the date of
initial application,

. the Group elected not to separate non-lease components from lease components, and instead accounts for each
lease component and any associated non-lease components as a single lease component,

. the Group used hindsight, such as in determining the lease term if the contract contains options to extend or terminate
the lease,

. for operating lease contracts for which the underlying asset is of low value, the Group did not recognize any lease
liabilities or related right-of-use assets. Lease payments on this account are recognized as expenses during the
leasing period.
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Initial application of IFRS 16

In accordance with the transitional provisions included in IFRS 16, when adopting the new standard, the Group as a lessee
opted to follow a simplified approach based on which comparative information is not restated and cumulative effect is
recognized as an adjustment to the opening balance of retained earnings (however no retained earnings adjustment was
recognized because right-of-use asset balance was equal to lease liabilities).

As at initial application of IFRS 16, i.e. 1 January 2019, the Group recognized new assets, mainly related to right-of-use
of real estate linked to the Bank’s branches as well as perpetual usufruct of land. IFRS 16 initial application resulted in an
increase in Group’s assets and liabilities by PLN 146.0 million (equivalent of 0.3% of the Group’s total assets as at 31
December 2018).

The impact of IFRS 16 first time adoption as at 1 January 2019 is presented below:

in PLN thousand 31 December 2018 IFRS 16 impact 1 January 2019
Tangible fixed assets 364,261 145,964 510,225
Total assets 364,261 145,964 510,225
Other liabilities 805,723 145,964 951,687
Total liabilities 805,723 145,964 951,687

The following table presents the reconciliation between operating lease commitments disclosed applying IAS 17 as at 31
December 2018 and lease liabilities recognized in the statement of financial position at the date of IFRS 16 initial
application.

Reconciliation of Lease Liabilities

Rights to perpetual Real estate and

in PLN thousand usufruct other Total
Weighted-average Incremental Borrowing Rate 4.3% 1.4% 3,8%
Total 'non-cancellable.operating lease rentals disclosed as at 31 December 58719 58719
2018 in accordance with I1AS 37 ! ’

Inclusion of Rights to perpetual usufruct and lease term change options 268,695 9,116 277,811
Total Undiscounted Lease Liability 268,695 67,835 336,530
Imputed Interest 186,507 4,059 190,566
Total Discounted Lease Liability as at 1 January 2019 82,188 63,776 145,964

The Group applies its incremental borrowing rates because interest rates implicit in leases are not readily determined.
Incremental borrowing rates are determined by the Group taking into account risk-free rate, credit risk spread of the Group
and they reflect lease term as well as a currency of a lease contract.

. The following rates were applied as at 1 January 2019:PLN: 1.6% - 4.3% depending on remaining lease term
. EUR: 0.02% - 2.2% depending on remaining lease term

The Group updates the rate curves on recurring basis and applies new rates to new leases (and with respect to certain
modified leases).

IFRS 16 changes the accounting of leases in the income statement by replacing rental costs with depreciation and interest
expense and the timing of cost recognition — under IFRS 16 cost recognition will be front-loaded due to effective interest
rate method applied to lease liabilities which was not used with respect to operating leases under principles in force before
31 December 2018. The Group estimates that the impact is not significant and will be reversed as leases mature.

Foreign currency

The statement of financial position and contingent liabilities received and granted denominated in foreign currencies are
converted to PLN equivalents using the average exchange rate of the currency determined by the Governor of the National
Bank of Poland (“NBP”) prevailing at the date of preparation of the statement of financial position.

Foreign currency transactions are converted at initial recognition to the functional currency (PLN) using the exchange rates
prevailing at the date of transactions.

Foreign exchange profits and losses resulting from revaluation of the statement of financial position items denominated in
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foreign currencies and settlement of transactions in foreign currencies are included in net profit on foreign exchange, within
the trade financial instruments and revaluation income.

The exchange rates of the major currencies applied in the preparation of these financial statements are:

PLN 30 September 2019 31 December 2018 30 September 2018
1 usb 4.0000 3.7597 3.6754
1 CHF 4.0278 3.8166 3.7638
1 EUR 4