President of the Board letter

Ladies and Gentlemen,

I have the pleasure to present the Annual Report of
the PKO BP Group for the year 2007. Worthy of note i1s - and
it gives me a great deal of satisfaction - that in this
period the potential of the Bank and the Group enhanced,
measured both In terms of scope of business activities and
in terms of shareholders” equity. In this period we
introduced several wide-ranging changes deriving from
implementing the new strategy of the PKO BP for 2007 -
2012, “The New Opening”, as we called it.

Last year we initiated activities with the objective to
enhance Bank”s operating model, foster modernisation, and
take full advantage of Bank’s huge potential. The
performance achieved gives us all reasons for satisfaction,
particularly in the light of the fact that in our
activities we managed to combine successfully ambitious
business targets with an idea to create a powerful and
sustainable institution marked by iInnovative business
solutions, sustainable capital base and a competitive
offer. 1 am deeply convinced that the outcome of all
undertaken efforts will prove a source of satisfaction for
our shareholders and customers, whose expectations and
needs set the benchmark for Bank”s activities.

The PKO BP Capital Group’s pre-tax profit amounted to over
PLN 3.6 billion in 2007, which represents an increase close
to 34% year-on-year, and a net profit amounted to over PLN
2.9 billion, an increase of ca. 35%. Owing to the record-
high financial performance, the PKO BP Group has become one
of the i1ncome-strongest institutions in Poland. This
excellent performance was made possible thanks to enhanced
business activity, new iInitiatives supporting sales of
banking products and services, cost rationalisation, and
reduction in workforce. The positive development has
translated into efficiency indicators. The key indicators:
the return on equity as well as the return on assets are
among the highest in banking sector in Poland.



Despite of changes taking place in banking services, and in
particular, after a merger of the two our major
competitors, the PKO has managed to remain the leader in
retail banking. While consequently implementing our new
strategy, we are committed to regain the number one
position in banking sector in Poland In the nearest future.
This is why we have to grow at a faster pace than our
competitors, boost income, and make a better use our
numerous trumps and comparative advantages. Last year saw
the launch of such projects, and virtually the entire Bank
and its employees were involved in. The first stage of a
mass - implementation of the Integrated IT System in our
branches and outlets has been successfully completed. We
also developed and commenced with implementation of a new
sales-fostering concept that involves a new approach to the
Internet.

We strengthened our leadership position iIn e-banking, a
tool used by 2.7 million Bank’s customers by the end of the
last year. A new motivation system for our employees, based
on Management by Objectives, was introduced. These are but
a few examples of projects carried out in the framework of
the PKO BP new strategy.

We took the utmost care to maintain Bank’s position as a
market leader, and our efforts were accompanied by
activities aiming at meeting needs of our customers. Higher
standards achieved resulted from implementation of
modernised service as well as an extended and better
tailored offer. We introduced new, very well received
products, such as “Max Pozyczka Mini Rata” consumer loan,
packages for our customers from small and medium
enterprises segment, and new treasury products.

Last year the PKO BP maintained its leadership among card
issuers for retail customers. It also strengthened its
position as a leader on the small and medium enterprises
market, In property finance, and banking service provider
for local governments. We were also active abroad. As the
very Tirst Polish bank we opened Bank’s outlet in Great
Britain in 2007. In Kredobank, our subsidiary in Ukraine,
we resolved on a share capital iIncrease by USD 35 million,
and we increased our stake in Kredobank’s share capital up
to 99%.

The entire results performed last year have the source in
an excellent and dedicated work of all employees of the
Bank PKO BP. On behalf of the Management Board I would like



to express my heartfelt thanks to all employees. Let me
also express my thanks to the Members of the Supervisory
Board for their competent and valuable support.

Rafar Juszczak
President of the Board
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PLN thousand
2007 2006

EUR thousand
2007 2006

SELECTED FINANCIAL DATA

Net interest income 4643 728 3832179 1229 540 982 837
Net fees and commission income 2335199 1866 252 618 301 478 637
Operating result 3604 858 2 705 193 954 474 693 799
Net profit (loss) (including minority interest) 2941 392 2 207 449 778 805 566 143
Net profit (loss) 2 903 632 2 149 052 768 807 551 166
Eqw-ty assigned to the shareholders of the 11 920 949 10 078 306 3328 015 2 630 587
holding company

Total equity 11 979 015 10 180 580 3344 225 2 657 282
Net cash flow from operating activities (9 083 702) 8 554 882 (2 405 132) 2194 066
Net cash flow from investing activities 665 615 (5324 963) 176 238 (1 365 690)
Net cash flow from financing activities 3518 328 (457 369) 931 563 (117 301)
Total net cash flow (4 899 759) 2 772 550 (1297 331) 711 074
Basic earnings per share 2.90 2.15 0.77 0.55
Diluted earnings per share 2.90 2.15 0.77 0.55
Basic funds (Tier 1) 8 449 415 6928 141 2 358 854 1808 348
Supplementary funds (Tier 2) 1517 988 - 423 782 -
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CONSOLIDATED INCOME STATEMENT

for the years ended 31 December 2007 and 31 December 2006

Interest income

Interest expense

Net interest income

Fees and commission income

Fees and commission expense

Net fees and commission income
Dividend income

Result from financial instruments at fair value
Result from investment securities

Foreign exchange result

Other operating income

Other operating expenses

Net other operating income

Result on impairment

General administrative expenses
Operating profit

Share in net profits (losses) of associates
Profit (loss) before income tax

Income tax expense

Net profit (loss) (including minority interest)

Profit (loss) attributable to minority shareholders
Net profit (loss) attributable to the holding company

Earnings per share:
- basic earnings per share
- diluted earnings per share

Notes

10
11
12
13
14
14

16
15

18

19

20

2007 2006
6 582 391 5594 771
(1938 663) (1762 592)
4643728 3832179
3022 036 2 296 099
(686 837) (429 847)
2335 199 1 866 252
3293 3604
(74 269) (90 849)
9382 50 356
529 779 544 493
657 245 805 656
(360 284) (493 907)
296 961 311 749
(56 643) (651)
(4 082 572) (3 811 940)
3604 858 2705 193
4372 (3 705)
3609 230 2701 488
(667 838) (494 039)
2941 392 2 207 449
37 760 58 397

2903 632 2149 052.

2.90
2.90

2.15:
2.15;

Notes attached to the consolidated financial statements on pages from 9 to 119 are its integral part of these financial statements
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CONSOLIDATED BALANCE SHEET
for the years ended 31 December 2007 and 31 December 2006

Notes 31.12.2007 31.12.2006
ASSETS
Cash and amounts due from the Central Bank 23 4682 627 4628 134
Amounts due from banks 24 5292 319 13 430 590
Financial assets held for trading 25 1202919 998 635
Derivative financial instruments 26 1556 736 1199 154
Other financial instruments at fair value through profit or loss 27 8 314 444 11 518 705
Loans and advances to customers 28 76 417 149 58 906 607
Investment securities, including: 29 5716 238 6 763 188
Available for sale 5716 238 6 763 188
Shares in associates and jointly controlled entities 30 178 584 180 162
Intangible assets 31 1183491 944 028
Tangible fixed assets 32 2820103 2 655041
Current tax receivables 19 187 939 326
Deferred tax asset 19 72 154 33454
Other assets 33 943 980 767 683
TOTAL ASSETS 108 568 683 102 025 707
LIABILITIES AND EQUITY
Liabilities
Amounts due to the Central Bank 35 1279 1387
Amounts due to the other banks 36 4703 114 4 351 608
Derivative financial instruments 26 1279925 1097 806
Amounts due to customers 38 86 610 593 83507 175
Liabilities arising from securities issued 39 178 860 43 722
Subordinated liabilities 40 1614 885 -
Other liabilities 41 1732333 2 220 347
Current tax liabilities 19 9932 170 960
Deferred tax liability 19 4446 23922
Provisions 42 454 301 428 200
TOTAL LIABILITIES 96 589 668 91 845 127
Equity
Share capital 47 1 000 000 1 000 000
Other capital 48 8 137 270 7 109 697
Currency translation differences from foreign operations (47 761) (13 672)
Retained earnings 48 (72 192) (166 771)
Net profit for the year 2903 632 2149 052
Equity assigned to the shareholders of the holding com pany 11 920 949 10 078 306
Minority interest 58 066 102 274
TOTAL EQUITY 11 979 015 10 180 580
TOTAL EQUITY AND LIABILITIES 108 568 683 102 025 707

Notes attached to the consolidated financial statements on pages from 9 to 119 are its integral part of these financial statements 6
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STATEMENT OF CHANGES IN CONSOLIDATED EQUITY
for the years ended 31 December 2007 and 31 December 2006

Assigned to the shareholders of the holding com pany

Other capital

Currenc . i Minority .
2007 Share ) General A Retained Net profit Total interest |1otalequity
capi Reserve Revaluation i Other translation )
pital ] banking . earnings (loss)
capital reserve - reserves differences
risk fund
As at 1 January 2007 1000 000 4529920 3834 1070000 15050943 (13 672) (166 771) 2149 052 10 078 306 102 274, 10 180 580
Movement in available for sale
investments less deferred tax . ) (46 900) . . . . . (46 900) . (46 900)
Movement in foreign exchange differences - - - - - (34 089) - - (34 089) - (34 089)
Tptal |n§om e/gxpenses recognized ) } (46 900) } . (34 089) ) . (80 989) . (80 989)
directly in equity
Net profit (loss) for the period - - - - - - - 2 903 632 2 903 632 - 2 903 632
;Z:?;;”wm elexpenses for the - - (46 900) - - (34 089) -| 2903632 2822643 -l 2822643
Transfer of net profit from previous years - - - - - 2149 052 (2 149 052) - - -
Transfer from net profit to equity - 1062391 - - 12 082 - (1074 473) - - - -
Transfer from net profit to dividends - - - - - - (980 000) - (980 000) - (980 000)
Movement in minority interest - - - - - - - - - (44 208) (44 208)
As at 31 December 2007 1000000 5592311 (43 066) 1070000/ 1518025 (47 761) (72 192) 2903632 11920 949 58 066 11979 015
Assigned to the shareholders of the holding com pany
Other capital c M inority
2006 Share ] General urrency Retained Net profit Total int . |Totalequity
; Reserve Revaluation . Other translation . interes
capital . banking . earnings (loss)
capital reserve K reserves differences
risk fund

As at 1 January 2006 1 000 000 3297 396 (4 054) 1000000 1500821 (4 082) 206 305 1734820 8 731 206 43 784 8 774 990
Movement in available for sale . A 7 888 : . ) } } 7 888 . 7 888

investments less deferred tax
Movement in foreign exchange differences - - - - - (9 590) - - (9 590) - (9 590)
Totalincome/expenses recognized

. . . - - 7 888 - - (9 590) - - (1702) - (1702)
directly in equity
Net profit (loss) for the period - - - - - - - 2 149 052 2149 052 - 2 149 052
;::?;;”wm el/expenses for the - ; 7 888 - - (9 590) .| 2149052 2147350 . 2147350
Transfer of net profit from previous years - - - - 1734820 (1734820) - - -
Transfer from net profit to equity - 1232524 - 70 000 5122 - (1307 896) - (250) - (250)
Transfer from net profit to dividends - - - - - - (800 000) - (800 000) - (800 000)
Movement in minority interest - - - - - - - - - 58 490 58 490
As at 31 December 2006 1000 000 4529920 3834 1070000 1505943 (13 672) (166 771) 2 149 052 10078 306 102 274 10 180 580

Notes attached to the consolidated financial statements on pages from 9 to 119 are its integral part of these financial statements 7
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(in PLN thousand)

CONSOLIDATED CASH FLOW STATEMENT

for the years ended 31 December 2007 and 31 December 2006

Cash flow from operating activities
Net profit (loss)
Adjustments:
Profits/losses attributable to minority shareholders
Depreciation and amortisation
(Profit) loss from investing activities
Interest and dividends
Change in loans and advances to banks

Change in financial assets held for trading and other financial

instruments valued at fair value through profit or loss
Change in derivative financial instruments (asset)
Change in loans and advances to customers
Change in deferred tax asset

Change in other assets

Change in amounts due to banks

Change in derivative financial instruments (liability) and other financial

liabilities at fair value through profit or loss
Change in amounts due to customers
Change in liabilities arising from debt securities issued
Change in provisions
Change in other liabilities
Income tax paid
Current tax expense
Other adjustments
Net cash flow from operating activities

Cash flow from investing activities

Inflows from investing activities

Sale of shares in associates

Sale of investment securities

Sale of intangible assets and tangible fixed assets

Sale of assets classified as held for sale according to IFRS 5
Other investing inflow s

Outflows from investing activities

Purchase of a subsidiary, net of cash acquired

Purchase of shares in jointly controlled entities

Purchase of shares in associates

Purchase of investment securities

Purchase of intangible assets and tangible fixed assets
Net cash generated from/ (used in) investing activities

Cash flow from financing activities

Issue of debt securities

Dividends paid to holding company shareholders

Dividends paid to minority shareholders

Draw /repayment of long-term liabilities

Net cash generated from/ (used in) financing activities

Total net cash flows

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period
included those w ith limited disposal

Notes 2007 2006
2903 632 2149 052

(11 987 334) 6 405 830

37 760 58 397

380 570 317911

49 (72 004) (23 798)
49 (207 290) (261 439)
49 3184072 1273 901
2999 977 8393 346

(357 582) (61 927)

49 (17 480 950) (11 491 259)
(38 700) (4 353)

(363 910) (63 141)

49 (2 297 830) 1974 089
182 119 (159 578)

49 2810 667 6707 791
135 138 (24 748)

49 (12 189) (512 081)
49 (447 308) 360 543
(878 148) (782 023)

717 120 516 217

49 (278 846) 187 982
(9 083 702) 8 554 882

6 610 995 80 486

6 410 -

6513 022 -

85 296 2502

- 74380

6 267 3604

(5945380)| (5 405 449)

(175 177) (87 689)

- (44 371)

(5 000) (4 248)

(5025179) (4 654 113)

(740 024) (615 028)

665 615 (5 324 963)

1597 374 -

(980 000) (800 000)

(16 250) -

2917 204 342 631

3518328 (457 369)

(4 899 759) 2772550
14163158 11390 608

49 0263399 14163 158
34 8120 5 487

Notes attached to the consolidated financial statements on pages from 9 to 119 are its integral part of these financial statements 8
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NOTES (ADDITIONAL INFORMATION) TO THE CONSOLIDATED FINANCIAL STATEMENTS
as at 31 December 2007

1. General information

The consolidated financial statements of the Powszechna Kasa Oszczednosci Bank Polski Spétka
Akcyjna Group (“the PKO BP SA Group”, “the Group”) have been prepared for the year ended 31
December 2007 and include comparative data for the year ended 31 December 2006. Financial data
has been presented in PLN thousand.

The holding company of the Powszechna Kasa Oszczednosci Bank Polski Spétka Akcyjna Group is
Powszechna Kasa Oszczednosci Bank Polski Spotka Akcyjna (“PKO BP SA”, “the holding company”,
“the Bank”).

The holding company was established in 1919 as Pocztowa Kasa Oszczednosciowa. Since 1950 the
holding company had started operating as Powszechna Kasa Oszczednosci state-owned bank.
Pursuant to the Decree of the Council of Ministers dated 18 January 2000 (Journal of Laws No. 5, item
55 with subsequent amendments) Powszechna Kasa Oszczednosci bank panstwowy (a state-owned
bank) was transformed into a state-owned joint-stock company, Powszechna Kasa Oszczednosci
Bank Polski Spdtka Akcyjna with its registered office in Warsaw, Putawska 15, Poland.

On 12 April 2000 Powszechna Kasa Oszczednosci Bank Polski Spétka Akcyjna was entered in the
Commercial Register kept by the District Court for the capital city of Warsaw, Commercial Court XVI
Registration Department. At present, the appropriate Court of Registration is the District Court for the
capital city of Warsaw, XIIl Economic Department of the National Court Register. The Bank was
registered under entry No. KRS 0000026438 and was granted statistical REGON No. 016298263. The
Bank's share capital amounts to PLN 1,000,000 thousand.

The Bank's shareholding structure is as follows:

. Share in the
. Number of votes | Nominal value of .
Name of entity Number of shares share capital
the share
% %
As at 31 December 2007
State Treasury 514 935 409 51,49 1zt 51,49
Other shareholders 485 064 591 48,51 1zt 48,51
Total 1 000 000 000 100,00 100,00
As at 31 December 2006
State Treasury 514 959 296 51,50 1zt 51,50
Other shareholders 485 040 704 48,50 1zt 48,50
Total 1 000 000 000 100,00 100,00

The Bank is a public company quoted on the Warsaw Stock Exchange. According to the Warsaw
Stock Exchange Bulletin (Ceduta Gieldowa), the Bank is classified under the macro-sector “Finance”,
sector “Banks”.

Bank’s business activities

PKO BP SA is a universal commercial bank offering services to both domestic and foreign retail,
corporate and other clients. PKO BP SA has the right to keep foreign exchange and to trade in foreign
exchange, as well as to perform foreign currency and foreign exchange operations, open and hold
bank accounts abroad and to place foreign exchange on these accounts. The Bank operates in United
Kingdom through Foreign Banking Services Center (Centrum Bankowos$ci Zagranicznej) in Warsaw.
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In addition, the Group's subsidiaries also conduct activities relating to leasing, and real estate
development as well as render other financial services. The scope of activities of the individual Group
companies is presented in this note, in the table “Structure of the Group”.

The Group operates on the territory of the Republic of Poland and - through its subsidiaries,
KREDOBANK SA and UKRPOLINWESTYCJE Sp. z 0.0. - on the territory of Ukraine.

Going concern

The consolidated financial statements of the PKO BP SA Group have been prepared on the basis that
the Bank and the entities from the PKO BP SA Group would be a going concern during a period of at
least 12 months from the balance sheet date, i.e. 31 December 2007.

As at the date of signing these consolidated financial statements, the Bank's Management Board is
not aware of any facts or circumstances that would indicate a threat to the continued activity of the
Bank or the entities from the PKO BP SA Group in at least 12 months following the balance sheet date
due to an intended or compulsory withdrawal from or a significant limitation in the activities carried out
by the Bank or other entities from the PKO BP SA Group.

Information on members of the Management and Supervisory Boards of the Group's holding
company

As at 31 December 2007, the Bank's Management Board consisted of:

e Rafat Juszczak President of the Management Board

e Berenika Duda-Uhryn Vice-President of the Management Board
* Robert Dziatak Vice-President of the Management Board
e Mariusz Klimczak Vice-President of the Management Board
*  Wojciech Kwiatkowski Vice-President of the Management Board
» Aldona Michalak Vice-President of the Management Board
e Adam Skowronski Vice-President of the Management Board
+  Stefan Swigtkowski Vice-President of the Management Board

During the year ended 31 December 2007, the following changes took place in the composition of the
Bank’'s Management Board:

On 10 January 2007 Stawomir Skrzypek resigned from the position of Vice-President of the
Management Board due to his appointment to the position of President of the National Bank of Poland
(NBP).

On 10 January 2007 the Supervisory Board of PKO BP SA delegated Marek Gluchowski, Chairman of
the Supervisory Board of PKO BP SA, to act temporarily as President of the Management Board of
PKO BP SA until 23 January 2007. Due to the fact that, during the period from 24 January 2007 to
26 January 2007, no candidate was appointed to be the acting President of the Management Board,
the Supervisory Board delegated Marek Giuchowski to act temporarily as President of the
Management Board of PKO BP SA, beginning from 27 January 2007 until 10 April 2007.

On 31 January 2007 Jacek Obftekowski resigned from the position of Vice-President of the
Management Board.

On 22 February 2007 the Supervisory Board appointed:

* Robert Dziatak as Vice-President of the Management Board of the Bank as of 23 February
2007,

10
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«  Stefan Swigtkowski as Vice-President the Management Board of the Bank as of 1 May 2007.

On 13 March 2007 Zdzistaw Sokal resigned from the position of Vice-President of Management
Board.

On 2 April 2007 the Supervisory Board of PKO BP SA:

» delegated Marek Gtuchowski, Chairman of the Supervisory Board, to independently supervise
the activities undertaken by the Bank’s Management Board in conducting the affairs of PKO
BP SA, beginning from 11 April 2007,

» appointed, as of 11 April 2007, Rafat Juszczak, Vice-President of the Management Board, to
act as President of the Management Board of PKO BP SA until a new President of the
Management Board is elected,

» delegated Adam Skowronski, Member of the Bank’s Supervisory Board, to temporarily act as
Vice-President of the Management Board during the period from 11 April 2007 to 30 April
2007.

On 20 June 2007 the Supervisory Board of PKO BP SA appointed Rafat Juszczak, Vice-President of
the Management Board, to act as President of the Management Board. In addition, the Supervisory
Board of PKO BP SA adopted resolutions appointing:

» Aldona Michalak to act as Vice-President of the Management Board as of 1 July 2007,

* Mariusz Klimczak to act as Vice-President of the Management Board as of 15 July
2007,

» Adam Skowronski to act as Vice-President of the Management Board as of 23 July 2007,

» Berenika Duda-Uhryn to act as Vice-President of the Management Board as of 10 September
2007.

On 8 August 2007 the Commission for Banking Supervision approved the appointment of Rafat
Juszczak as President of the Management Board of Powszechna Kasa Oszczednosci Bank Polski
Spotka Akcyjna.

As at 31 December 2007, the Bank's Supervisory Board consisted of:

* Marek Gluchowski Chairman of the Supervisory Board

*  Urszula Pafaszek Vice-Chairman of the Supervisory Board
e Tomasz Siemiatkowski Secretary of the Supervisory Board

* Maciej Czapiewski Member of the Supervisory Board

» Jerzy Michatowski Member of the Supervisory Board

e Agnieszka Winnik - Kalemba Member of the Supervisory Board

During the year ended 31 December 2007, the following changes took place in the composition of the
Bank’s Supervisory Board:

On 31 January 2007 Jerzy Osiatynski resigned from the position of Member of the Supervisory Board
of the Bank.

On 19 March 2007 the Extraordinary General Shareholders’ Meeting appointed Maciej Czapiewski to
the Supervisory Board of the Bank.

On 20 July 2007 Adam Skowronski resigned, as of 22 July 2007, from the position of Member of the
Supervisory Board of PKO BP SA, due to being appointed Vice-President of the Management Board
of PKO BP SA as of 23 July 2007.

Information about changes in the Management Board after 31 December 2007 is presented in Note 55
(Events after Balance Sheet date).
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“P PKO BANK POLSKI

SPOLKA AKCYJNA

(in PLN thousand)

Structure of the Group

The PKO BP SA Group is formed by the following entities:

Ho.

Registered

Hame of entity office

Activity

Share in the share

capital

{%a}

HMAZ200T 31.12.2006

Grupa Kapitalowa PEO BP SA

Holding company
1 Powszechna Kasa Oszezednoscl Bank Polski Spolka Akcyina
Direct subsidiaries

Powezzechne Towarzystwo Emerytalne

2 AN s WWarsany Penszion fund management
h it anc f
3 Centrum Finansowe Puasvwska Sp. 2 0.0, WWarsany anagllame AN Use o
Centrum Finansowe Pulaweska
4 PHO Inwestycje Sp. z 0.0. WVuiar e Real estate development
5 Inteligo Financial Services SA Vuisr s Technical serw:_lng of Internet
banking
Certrum Elektroniczriych Ustig Platniczych Servicing and seftlemert of
E ) Vuiar e )
"eService" S card tranzactions
T Bankowy Fundusz Leasinoowy S&, + oz Leazing
8 Bankowe Towarzystwo Kapitatowe 34 WYErEEN Intermediation in s.hares and
stock trading
g PhO Tl:nwa.rz&.-'stw-:n Funduszy Warzawe | Inwestment fund management
Imwwestyeyimyech S48,
10 |KREDOBAMK =4, Lwiv, Ukraine Financial services
Indirect subsidiaries
Subsidiaries of PTE BAHKOWY SA
11 |Finanze Agernt Transferowy Sp.z 0.0, Wiarzawe | Intemediary financial services
Subsidiaries of PKO Inwestycje Sp. Z 0.0.
12 POMERAMKA Sp.Z 0.0, WYarsany Feal estate development
13 Wilandw Investmerts Sp. oo, WWarsany Feal estate development
14 |UKRPOLIMNWESTYCJE Sp. Z 0.0. Kiew, Ukraine Real estate development
15 |Fort Mokotdw Sp. 2 0.0. WWarsany Feal estate development
16 |ARKADLL Inwestycje Sp.z 0.0 Miedzyzdroje| Real estate development
Subsidiaries of Fundusz Leasingowy SA
17 Bankowyy Leaszing Sp. 7 0.0, + oz Leasing
18 BFL Mieruchomosci Sp. T o0, + oz Leazing

100,00

100,00

100,00
100,00

100,00
100,00
100,00

75,00
98 152

100,00
100,00
100,00
55,00
51,00
100,00

100,00
100,00

100,00

100,00

100,00
100,00

100,00
100,00
100,00

75,00
£9,933

100,00
100,00
100,00
55,00
51,00
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Other entities (associated and jointly controlled entities) included in the consolidated financial

statements:

Jointly controlled entities

Share in share

Registered L capital
No. Name office Activity (%)
31.12.2007/31.12.2006
Direct jointly controlled com panies
1 CENTRUM HAFFNERA Sp. z o.0. Sopot Real estate development 49.43 49.43
. i Construction and maintenance
2 Centrum Obstugi Biznesu Sp. z o0.0. Poznan 41.44 41.44

of a hotel
Indirect jointly controlled com panies

Subsidiaries of CENTRUM HAFFNERA Sp. z o0.0. (Indirectly jointly controlled by PKO BP SA)

3 | Centrum Majkow skiego Sp. z o0.0. Sopot Real estate development
4 |Kamienica Morska Sp. z o0.0. Sopot Real estate development
5 Sopot Zdréj Sp. z 0.0. Sopot Real estate development
6 Promenada Sopocka Sp. z o.0. Sopot Real estate development

Associated entities

100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00

Registered

No. Name
office

Activity

Share in share
capital
(%)

31.12.2007 31.12.2006

Direct associates
1 Bank Pocztowy SA Bydgoszcz Financial services
Construction and operation of

2 Kolej Gondolow a Jaw orzyna Krynicka SA Krynica -
cable railw ay
3 | Ekogips SA —in bankruptcy Warsaw Production of construction
elements
4 Poznanski Fundusz Poreczen Poznan Sureties in accordance w ith
Kredytow ych Sp. z 0.0. civil law and bill of exchange
. . Office real estate
5 |Agencja Inw estycyjna CORP SA Warsaw
management

Indirect associates
Associates of Bankowe Towarzystw o Kapitalowe SA
Car location and fleet

6 |FINDER SA* Warsaw .
management services

Investing in sector of financial
intermediation services on the
Ukrainian market

Suchy Las

7 INTER FINANCE Polska Sp. z 0.0.**
near Poznan

* until 2 January 2007 - FINDER Sp. z o.0.

25.0001 25.0001

37.53 37.53
60.26 60.26
33.33 33.33
22.31 22.31
46.43 46.43

- 45.00

Information about changes in the parent’s share in the share capital of the subsidiaries is presented in

Note 53 “Business combinations”.

Approval of financial statements

These consolidated financial statements have been approved for publication by the Bank's

Management Board on 8 April 2007.
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2. Accounting policies

Basis for preparation of financial statements and declaration of compliance with accounting
standards

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards endorsed by the EU as at 31 December 2007.

Currently, taking under consideration the process of implementation of IFRS in the EU and the
Group’s activities, there are no differences between IFRS standards and IFRS standards endorsed by
the EU as regards the accounting policies applied by the Group.

Changes in accounting policies

Presented below are the new or revised IFRS regulations and the new International Financial
Reporting Interpretations Committee (IFRIC) interpretations which have been applied by the Group
during the 12-month period ended 31 December 2007. The application of these regulations and
interpretations had no effect on the financial statements, except for several additional disclosures.

IAS 1, Presentation of Financial Statements — Disclosures on capital

The Group applied the amended regulations of IAS 1. The principles for capital management are
presented in Note 3,0bjectives and principles relating to financial and operational risk management.

IFRS 7, Financial Instruments: Recognition and Measurement

The Group applied IFRS 7. The most significant amendments were made to Note 3 Objectives and
principles relating to financial and operational risk management.

IFRIC 7, Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinflationary
Economies

The application of this Interpretation had no significant effect on the financial statements of the Group.

IFRIC 8, Scope of IFRS 2

The Group applied IFRIC Interpretation 8. As a result, it amended certain of its accounting policies.
The Group reviewed transactions which involved an issue of shares (or as a result of which the Group
incurred a liability based on the value of equity instruments) in respect of payment for goods or
services received, and concluded that there were no transactions that would require a different
treatment due to application of IFRIC Interpretation 8.

IFRIC 9, Reassessment of Embedded Derivatives

The Group applied IFRIC Interpretation 9. According to this Interpretation, an assessment of whether
a given contract contains an embedded derivative instrument is made at the date of first becoming a
party to the contract. A reassessment can only be made when there is a change in the terms of the
contract that significantly modifies the cash flows that otherwise would be required under the contract.
The application of this Interpretation did not lead to any significant changes in the treatment of
embedded derivatives held by the Group.

IFRIC 10, Interim Financial Reporting and Impairment

The Group applied IFRIC Interpretation 10. According to this Interpretation, an entity may not reverse
impairment losses recognized in the interim period on goodwill or investments in equity instruments

14
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classified as available for sale. The application of this Interpretation did not lead to any significant
changes affecting these consolidated financial statements.

New standards and interpretations which have been issued but are not yet effective

The following standards and interpretations have been issued by the International Accounting
Standards Board or the International Financial Reporting Interpretations Committee but have not yet
come into effect:

* IFRS 8, Operating segments, (applicable to annual periods beginning on or after 1 January
2009),

» |AS 1 Presentation of financial statements, (applicable to annual periods beginning on or after
1 January 2009),

« |AS 23, Borrowing costs, (applicable to annual periods beginning on or after 1 January 2009),

* |IFRIC 11 of IFRS 2, Group and Treasury Share Transactions, (applicable to annual periods
beginning on or after 1 March 2007),

 |IFRIC 12, Service Concession Arrangements, (applicable to annual periods beginning on or
after 1 January 2008),

e |IFRIC 13, Customer Loyalty Programmes, (applicable to annual periods beginning on or after
1 July 2008),

* |IFRIC 14, IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and
Their Interaction, (applicable to annual periods beginning on or after 1 January 2008),

 IFRS 3, Business Combinations, (revised in January 2008 — applicable to annual periods
beginning on after 1 July 2009).

« |AS 27, Consolidated and Separate Financial Statements, (revised in January 2008 —
applicable to annual periods beginning on after 1 July 2009).

* IFRS 2, Share-based Payment — Vesting Conditions and Cancellations, (amended in January
2008 — applicable to annual periods beginning on after 1 January 2009).

 Amendments to IAS 32 and IAS 1, Puttable Financial Instruments, (amendments in February
2008 — applicable to annual periods beginning on after 1 January 2009)

The Management Board does not expect the introduction of the above-mentioned standards and
interpretations to have a significant effect on the accounting policies applied by the Group. The Group
plans to apply them in the periods indicated in the relevant standards and interpretations (without early
adoption).

The subsidiaries of PKO BP SA in Poland kept their books of account for the year 2007 in accordance
with the International Financial Reporting Standards, except for Fort Mokotéw Sp. z o.0., and
ARKADIA Inwestycje Sp. z 0.0., which keep their books of account in accordance with the accounting
principles specified in the Accounting Act of 29 September 1994 with subsequent amendments (“the
Accounting Act”) and with the regulations issued based on that Act (“Polish Accounting Standards”).
Foreign entities of the Group keep their books of account in accordance with the relevant national
regulations. The consolidated financial statements include adjustments which are not included in the
books of account of the Group companies; these adjustments have been made to the financial
statements in order to ensure their compliance with IFRS.

All items presented in the financial statements of the individual Group companies, including
KREDOBANK S.A. and UKRPOLINWESTYCJE Sp. z o0.0. are measured in functional currency i.e. in
the currency of the basic economic environment in which the given entity operates.

The Polish zioty is the presentation currency of these consolidated financial statements. The functional
currency of the holding company and other entities included in these financial statements, except for
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KREDOBANK S.A and UKRPOLINWESTYCJE Sp. z 0.0., is the Polish ztoty. The functional currency
of KREDOBANK S.A. and UKRPOLINWESTYCJE Sp. z 0.0 is the Ukrainian hrivna.

The Group uses the average NBP rate effective at the balance sheet date as the closing exchange
rate used in order to translate the assets and liabilities denominated in foreign currency at the balance
sheet date.

Basic principles and accounting methods used by the PKO BP Group

In these financial statements, all items were recognized at historical cost, except for financial assets
recognized at fair value through profit or loss, financial assets available for sale and derivatives, which
are stated at fair value.

The principal accounting policies and methods applied by the PKO BP SA Group:
a) Basis of consolidation

The consolidated financial statements include the financial statements of PKO BP SA and the financial
statements of its subsidiaries, prepared for year ended 31 December 2007. The financial statements
of the subsidiaries cover the same reporting period as the holding company's financial statements.
Consolidation adjustments are made in order to eliminate any differences in the accounting policies
applied by the Bank and its subsidiaries.

The consolidated financial statements of the Group were prepared based on the financial statements
of the holding company and the financial statements of the following subsidiaries:

For the year ended 31 December 2007:
- The Bankowy Fundusz Leasingowy SA Group,
- The Powszechne Towarzystwo Emerytalne BANKOWY SA Group,
- Centrum Finansowe Putawska Sp. z 0.0.,
- Centrum Elektronicznych Ustug Platniczych ,eService” SA,
- Inteligo Financial Services SA,
-  KREDOBANK SA,
- Bankowe Towarzystwo Kapitalowe SA,
- The PKO Inwestycje Sp. z 0.0. Group,
- PKO Towarzystwo Funduszy Inwestycyjnych SA
For the year ended 31 December 2006:
- Bankowy Fundusz Leasingowy SA,
- The Powszechne Towarzystwo Emerytalne BANKOWY SA Group,
- Centrum Finansowe Putawska Sp. z 0.0.,
- Centrum Elektronicznych Ustug Platniczych ,eService” SA,
- Inteligo Financial Services SA,
-  KREDOBANK SA,
- Bankowe Towarzystwo Kapitalowe SA,
- The PKO Inwestycje Sp. z 0.0 Group.
- PKO Towarzystwo Funduszy Inwestycyjnych SA.

The full method consolidation of financial statements of subsidiaries involves adding up the full
amounts of the individual items of the balance sheet, profit and loss account of the subsidiaries and of
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the Bank, and performing appropriate consolidation adjustments and eliminations. The carrying
amount of the Bank's investments in the subsidiaries and the equity of these entities at the date of
their acquisition are eliminated at consolidation. The consolidated cash flow statement was prepared
on the basis of the consolidated balance sheet and consolidated income statement as well as the
additional notes and explanations.

The following items are eliminated in full at consolidation:

1) inter-company receivables and payables, and any other settlements of a similar nature,
between the consolidated entities,

2) revenue and costs arising from business transactions conducted between the
consolidated entities,

3) gains or losses which arose from business transactions conducted between consolidated
entities, included in the carrying amount of the assets of the consolidated entities, except
for losses indicating impairment,

4) dividends accrued or paid by the subsidiaries to the holding company and to other
consolidated entities,

5) inter-company cash flows in the cash flow statement.
Subsidiaries are consolidated from the date on which control was acquired to the day when it ceased.

The results of the subsidiaries are included in the consolidated financial statements for that part of the
reporting period in which they were controlled by the Group.

b) Purchase/sale of minority interests

If the Group increases/decreases its share in the net assets of its controlled subsidiaries, the excess
of the cost of acquisition over the acquirer's interest in the net assets of the acquired subsidiary is
recognized as goodwill. Goodwill is tested for impairment on an annual basis.

c) Estimates

In preparing financial statements in accordance with IFRS, the Group makes certain estimates and
assumptions, which have a direct influence on both the financial statements presented and the notes
to the financial statements.

The estimates and assumptions made at each balance sheet date reflect the conditions that existed at
these dates (e.g. market prices, interest rates, exchange rates etc.). In spite of the fact that the
estimates are based on the best understanding of the current situation and the activities that will be
undertaken by the Bank, the actual results may differ from those estimates.

The Group presents the type and magnitude of changes in estimates if these changes affect the
current period or if it is expected that they will significantly affect future periods.

The estimates and assumptions that are used by the Group in determining the value of its assets and
liabilities as well as revenues and costs, are made based on historical data and other factors which
are available and are considered to be proper in the given circumstances. Assumptions regarding the
future and the data available are used for assessing carrying amounts of assets and liabilities which
cannot be determined unequivocally using other sources. In making assessments the Group takes into
consideration the reasons and sources of the uncertainties that are anticipated at the balance sheet
date.

Estimates and assumptions made by the Group are subject to periodic reviews. Adjustments to
estimates are recognized in the periods in which the estimates were adjusted, provided that these
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adjustments affect onl