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. BOARD COMPOSITION & MANNER OF DISCHARGE DUTIES & RESPONSIBILITIES

1. Asat 1 January 2011, the Supervisory Board (SB)tha following compaosition:

=  Chairman of the Supervisory Board - Mr Aleksan8ewarc
=  Deputy Chairman of the Supervisory Board - Mr G8wyne
=  Members of the Supervisory Board: - Mr Waldemaickowiak

- Mr Aleksander Galos

- Mr Maeliosa OhOgartaigh
- Mr John Power

- Mr JacekSlotata

2. Changes in the Supervisory Board composition

On 21 April 2010, given the end of the SupervisBpard's term in office, BZWBK Annual Gen-
eral Meeting established the following compositidithe Board:

Mr Jose Antonio Alvarez,

Mr. Gerry Byrne,

Mr Jose Louis De Mora,

Mr Witold Jurcewicz,

Mr Piotr Partyka,

Mr. John Power,

Mr Jose Manuel Varela.

The AGM appointed Mr Gerry Byrne to the positiortledé Supervisory Board Chairman.
Pursuant to § 26 of the Bank's Statutes, the BaiSdpervisory Board appointed the Deputy-
Chairman out of its members and vested the funatidir Jose Manuel Varela.

3. Independence of the Supervisory Board Members

All Members of the Supervisory Board submitted terit statements on their independence as well
as on their personal, factual and organizationaheotions with the Bank's shareholders. In line
with submitted statements, the following Superys&oard Members have the independence
status:

= Mr Witold Jurcewicz,

= Mr Piotr Partyka,

= Mr John Power (Chairman of the Audit Committee &@fthirman of the Risk Oversight
Committee).

4. The Supervisory Board activities and manner offdisg its duties and responsibilies are regulat-
ed by the SB Terms of Reference available on thkBdnternet site.

I CHANGE OF BZWBK S.A. MAJORITY SHAREHOLDER

On 1 April 2011, in relation to the completion byio Santander S.A. of the Bank Zachodni WBK
S.A. acquisition process in the form of a publicder for its shares, BZ WBK became part of Santande
Group.



STATISTICAL DATA ON THE SUPERVISORY BOARD'S ACTIVIT Y IN 2011

From 1 January until 31 December 2011, the Supmmnwi8oard held 7 meetings and passed 48
resolutions. The Board Members' average attendateavas 92.7%.

MAJOR AREAS OF THE SUPERVISORY BOARD'S ACTIVITY IN 2011

In 2011, the Board focused both on strategic nsterwell as on the supervision of the Bank's day-t
day business:

The Supervisory Board carried out its activitiesdzhon the adopted schedule of meetings and the
annual work programme. The agenda of each meetasyextended (if appropriate) by current
business matters, issues submitted for the ManageBuard's consideration and any other issues
the Board deemed necessary to be covered by tineage

The Supervisory Board requested and received fhenBank's Management Board comprehensive
materials and reports on issues covered by thedagehmeetings as well as those pertaining to
other matters important to the Bank's operations.

The Supervisory Board was updated on an on-goisg ladout progress in the process of integrat-
ing BZWBK'’s key business streams with the Santan@eoup with a view to achieving
maxiumum synergies by applying best practice anerdging expertise and tested solutions of the
new strategic investor. Relevant organisationalcstire, management of relationships with the
largest corporate customers as well as the con&ihof risks and cost base were among the topics
considered.

The Supervisory Board approved a change to the 'Babkganisational Regulations whereby a
new Global Banking & Markets Division was estabéidras a business unit dedicated to servicing
corporate customers who given their size, soplaigt structure and operations require adequately
customised service and products. The Division dpsraithin the Global Banking & Markets
model applied by the Santander Group and will lagerthe Group’s potential as regards the ac-
quisition and service of Polish corporate custonogerating on the international scale and cross-
border companies conducting operations in Poland.

The Supervisory Board was updated on an on-goirsis kEbout actions taken to curtail system
dependencies with AIB with a view to ensuring basin continuity following the date of selling
BZ WBK shares to Banco Santander and, additionabput progress in the process of transferring
licenses from AIB to BZ WBK as well as system swln$s implemented by the new strategic in-
vestor.

Discharging its duties arising from 832 of the BanRtatutes, the Supervisory Board conducted
on-going assessment of the financial performandaeBank and BZ WBK Group as well as cur-
rent projections prepared on that basis, taking@autcof the business and operating tendencies in
place, opportunities and challenges as well asnaes against the Plan. The evaluation was based
on financial reports presented by the Managementdo

The Supervisory Board followed current macroecomoamd market forecasts and their impact on
the Polish economy as well as operations, finarem business performance of the Bank and
BZWBK Group.



The Supervisory Board was regularly advised on tkegds emerging in the banking sector and
performance generated by competitive banks asasetin BZWBK'’s benchmarking and tenden-
cies projected for the sector.

The Supervisory Board requested information and agassed on an ongoing basis by the Bank's
Management Board about current priorities and agugrdo challenges relating to funding, capital
management, risk management, in particular cresfitmanagement and cost management.

As part of the overall supervision of the intercapital assessment processes, the Supervisory
Board approved, based on Audit Committee reviews racommendations, ICAAP policies and
regular reports.

As part of the supervision exercised over the msihagement process, the Supervisory Board un-
dertook reviews of the main risk areas, focusingtanoversight of individual risks, compliance
with applicable policies and internal proceduresvall as KNF's recommendations, relevant risk
identification mode and agreeing of managemenoagilans.

Based on the conducted reviews and Audit Commigeemmendations, the Supervisory Board
approved the acceptable risk level expressed ais lgat out in the "Risk Appetite Statement". In

line with the agreed process, the Supervisory Beaprvised and monitored the level of internal
limit utilization.

In the Supervisory Board's opinion, the Bank's hasupdated and acceptable risk level that
matches the current market conditions.

As part of the supervision of the credit risk magragnt process, the Supervisory Board was in-
formed about the current lending strategy and pewéd quarterly reviews of the loan portfolio to
ensure compliance with the Regulatory Recommenagtichanges in credit policies and key cred-
it risk factors.

In addition, the Supervisory Board was providechviitformation about individual credit portfoli-
0s broken down by products/ customer segmentsangpecial focus on their quality and profita-
bility.

The Supervisory Board undertook a review of thategy and different areas of the Bank and its
subsidiaries paying particular attention to arespuiring improvement, high and steady income
streams, their diversification and market sharevgno

The Supervisory Board approved the Business Syrdtedhe BZ WBK Group for the years 2012-
2014. The document alludes to the BZ WBK Group’atefyy for the years 2009-2011 and reflects
the change of the strategic investor.

V. OPERATIONS OF THE SUPERVISORY BOARD COMMITTEES

Independently of the SB meetings, Supervisory Bddembers sat on the following Board’'s
committees:

- Nominations & Remuneration Committee,
- Audit & Compliance Committee,
- Risk Oversight Committee.



In relation to its new term of office, by force Besolution no. 21/2011 dated 20 April 2011, the
Supervisory Board approved the composition of iiiligl committees as well as respective terms
of reference setting out their scope of duties imashner of operation. The terms of reference are
available at the Supervisory Board Secretariat.

The committees contribute a lot to improving thieetiveness of the Board’s work by supporting it
in the discharge of its statutory duties as wellbgspreparing recommendations and proposed
decisions relating to the Board's motions as weltrese submitted by the Bank's Management
Board.

In order to enable the Supervisory Board to appraigfull the Committees' work, their Chairmen
present relevant reports at the meetings of theeiSigory Board and the Board Members are
submitted copies of the minutes of each meetingofCommittees.

Individual Committees received sufficient, relialzled timely information from the Management
Board allowing them to fulfil their responsibilisen 2011.

The Members of individual Committees have knowledgd experience appropriate for their roles
and adequate fulfilment of their responsibilities.

THE NOMINATIONS & REMUNERATION COMMITTEE

One of the key duties of the Supervisory Boarchis introduction of remuneration policies and
practice which are both fair and competitive tiehighly important given their impact on the ef-
fectiveness of the organisation and its capabityrecruit, retain and motivate the Management
Board Members and senior management. The tasledfldéminations and Remuneration Commit-
tee is to support the Supervisory Board in attgjriese objectives as well as ensuring the con-
sistency of the remuneration policy with the Bardorporate culture, objectives, strategy, com-
petitive behaviours as well as recommendationeglilators with regard to remuneration in the
banking sector. Dealing with such matters, thenittee members have no personal financial in-
terest other than that of the Bank's shareholdeisage driven by the best interest of the Bank and
its shareholders.

The Committee assists the Supervisory Board in:

1. succession planning at the Bank's Management Beaedt|

2. issuing recommendations for the SB with regardh® tomposition of the Management
Board;

3. overall monitoring of the market remuneration pices and levels;

4. preparing recommendations for the Supervisory Baacisions as to fair and competitive
Remuneration policies and practices, ensuring aatequotivation for the Management Board
Members and senior management to constantly imgte/8ank's performance.

The Nominations & Remuneration Committee’s compasiin 2011 was:

- Mr Gerry Byrne (Chairman),

- Mr Aleksander Szwarc — retired on 20 April 2011,

- Mr JacekSlotata — retired on 20 April 2011

- Mr Jose Antonio Alvarez — joined the Committee Gn&dril 2011,

- Mr Jose Luis de Mora — joined the Committee on p@il2011.

The Committee usually invites the President of Management Board, the Head of the HR Man-
agement Division and other persons, as deemedargléw considered matters, to its meetings.

In 2011, the Committee focused on the followingiess

- Preparing recommendations for the Supervisory Bagttdregard to:
a) 2010 bonus for the Management Board members lmasadopted bonus policies,



b) Performance Bonus for the Bank’'s Management Boagdhbers given the closure of the
BZ WBK sale transaction by AIB Group and the shaa&en up by Banco Santander.

Filing a motion with Komisja Nadzoru Finansowegd\([R) with regard to the adjustment of the
Bank's Statutes in the scope related to KNF's eanfor appointment of the Bank's Manage-
ment Board Member in charge of risk management.

In response to the Supervisory Board’'s motion, 8rD2cember 2011, Komisja Nadzoru Fi-
nansowego took a decision whereby it gave corfeerdgppointing Mr Andrzej Burliga Bank
Zachodni WBK Management Board Member in chargeséfmanagement.

Proceeding with open vacancy competitions and ptegpto the Supervisory Board recom-

mendations as regards filling in the followingsjiimns on the Bank’s Management Board:

a) Management Board Member in charge of Finance Rimigiiven Mr Paul Barry’'s deci-
sion to retire from this position as of the endaly 2011.

b) Management Board Member in charge of the GlobakBan& Markets Division given
the establishment of the new division in the Bardfganisational structure.

Recommending to the Supervisory Board the adopmfotncentive Scheme IV addressed to
senior managements of BZ WBK to be executed imsy2@11-2013. The programme is a con-
tinuation of the three-year Incentive Schemes were launched annually in the years 2006-
2008.

The Annual General Meeting held on 20 April 201b@ed resolutions that allowed to launch
Incentive Scheme V.

The Committee developed and presented to the SepgnBoard for approval the templates
of the Participation Agreement along with the lidtrecommended Programme participants
that included representatives of the senior exezsitand management from all divisions and
areas of the Bank, 496 people in total.

Carrying out the annual review of the operatiorthef bonus scheme for Management Board
Members and the senior management and submittitiget&B of a recommendation re. 2012
bonus allocation and bonus pool determination @mguan adequate level of motivation in the
current market environment and reflecting the 2Bibancial Plan targets.

the Committee considered and recommended to ther@apry Board changes to the bonus
schemes for some business units in the Bank argidsaities to more effectively motivate staff
to achieve agreed targets and reflect the spdmimess profile and market standards;

Presenting to the Supervisory Board a recommendatioregards approval of Policy on varia-

ble components of remuneration paid to individuatdding managerial positions in Bank

Zachodni WBK Group pursuant to KNF's resolution 2868/2011. The policy defines the

rules of granting variable components of remunenasis well as the rules of defining the list

of managerial positions subject to this Policye Tiolicy aims at

a) supporting correct and effective risk managemdimjiating at the same time behaviours
leading to taking up excessive risks, going beyihiedapproved risk appetite of the Bank,

b) supporting the execution of the bank’s strategy,

c) limiting potential conflicts of interests.

Succession planning for the Management Board fanstand senior management positions - as
in the previous years, this issue was one of thar@ittee and Supervisory Board's priorities in
2011; actions in this area involved the provisibadequate development programs for individ-
uals covered by succession planning, both at tink Bad its subsidiaries.



Preparing recommendations for the Supervisory Badel Committee used current results of the
banking sector's salary survey carried out by dependent agency.

AUDIT AND COMPLIANCE COMMITTEE
The Audit & Compliance Committee’s role is to asdlse Board in discharging its oversight
responsibilities to shareholders and other stakignslin relation to:

- the quality and integrity of the accounting polgidinancial statements and disclosure prac-
tices;

- compliance with relevant laws and regulations, tiakaobligations and relevant Codes of
Conduct and good business ethics;

- the monitoring of independence and performanceefriternal and external Auditors; and

- the system of internal control and managementnainitial and non-financial risks.

The Audit and Compliance Committee is composedefollowing members:
- John Power (Chairman),

- Mr Waldemar Fgckowiak — retired on 20 April 2011,

- Mr Aleksander Galos — retired on 20 April 2011,

- Mr Maeliosa OhOgartaigh — retired on 20 April 2011,

- Mr Piotr Partyga,

- Mr Witold Jurcewicz — joined the Committee on 20riA@011,

- Mr Jose Manuel Varela joined the Committee on 20 April 2011,

Attendance

Number of meetings held: 8

- John Power (Chairman), 8/8
- Mr Waldemar Fgckowiak — retired on 20 April 2011, 212
- Mr Aleksander Galos — retired on 20 April 2011, 1/2

- Mr Maeliosa OhOgartaigh — retired on 20 April 2011, 2/2

- Mr Piotr Partyga, 8/8
- Mr Witold Jurcewicz — joined the Committee on 20rih@011, 6/6

- Mr Jose Manuel Varela joined the Committee on 20 April 2011, 5/6

Both the Audit Committee’s scope of duties and cosion are in accordance with the Polish
Chartered Auditors Act of 7 May 2009.

The Audit and Compliance Committee operates underitteen Terms of Reference approved by
the Supervisory Board and undertakes its dutidméewith an agreed annual work programme
that allows the Committee to monitor (and seek rasge on) the management of the financial
risks identified in the Bank’s business plan.

The Committee reviewed key areas of material cts)tiocluding financial, operational, regulatory
compliance and risk management systems. On a reduasis it receives reports on risk
management, fraud, anti money laundering, legglilegory and corporate governance matters in
order to assess the effectiveness of the risk neamagt and control frameworks. In 2011, these
reports included some notifications arising under Group policy on “whistle blowing”, updates
on significant projects in the Bank, detailed ariyof capital ratios, adequacy of provisioning
including IBNR provisions, the implementation of Hlrectives, Sarbanes Oxley compliance,
Basel Il compliance and IT system implementations.



In view of the shareholder change, whereby BZ WBé&came part of Santander Group, the
Supervisory Board entrusted the Audit and Compka@ommittee with the task of appointing
Deloitte Audyt, the auditor of Santander Group ZSVBBK'’s Auditor. The Committee performed
a detailed review of the Deloitte proposal to perfdhe audit of the Bank’s accounts for 2011.1t
reviewed the independence, effectiveness and objgadf Deloitte, assessing the audit firm in
Poland, the audit partner and audit teams. Thertltee recommended to the Supervisory Board
the appointment of Deloitte Audyt Sp. z 0.0 asBla@k’s auditors subject to majority shareholder
approval, and the recommendation was approvedrog faf the Supervisory Board’s resolution of
17 May 2011.

The independent Auditors, Deloitte Audyt & KPMG Atidsp. z 0.0. sp. komandytowa (the
Auditor of the Bank’s financial statements for 2p1@he Bank’s Internal Auditor, the Chief Risk
Officer, the Head of Legal and Compliance Divisemd the President were invited to attend all
meetings. Other members of the Supervisory Boadd Management Board are also invited to
attend as appropriate in order to present repdmtaddition, the Committee held separate meetings
with members of the senior management and theratauditors to discuss issues relevant to the
committee.

During 2011 the Committee worked closely with tharfdgement Board on the appointment of a
new Internal Auditor. In line with the Audit and @gpliance Committee’s recommendation, on 1
May 2011 the Management Board’s President appoiltedCarlos Polaino-lzquierdo as Bank

Zachodni WBK Group Internal Auditor.The Committee, through the Group Internal Auditor,
receives objective independent reports on the @iparaf internal controls in the Group. The

Committee reviewed the plans and work undertakemgtuhe year in addition to the level and

skills of the resources of the internal audit fumet During 2011 the Group continued its Internal
Audit Quality Assurance reporting in accordancehwhe International auditing standards. The
Committee’s members expressed their satisfactiahwhere areas requiring improvement were
identified, they were incorporated into futureagdp and reflected in the audit processes.

The Committee reviewed and discussed the Bank'stemldinancial statements with the
Management Board, which has primary responsibibtypreparing the financial statements. It
placed particular emphasis on their fair presemtatind the reasonableness of the judgmental
factors, in particular the level of IBNR provisioftg each loan portfolio and the appropriateness of
accounting policies used in their preparation. e Qommittee also reviewed and discussed with
KPMG Audyt Sp. z o.0. sp. their independent reviadwhe financial statements and issues raised
with the Management Board.

In addition, the Committee continued its detailediew of the Group’s capital, liquidity and risk
frameworks against the requirements of the KNFssttest scenarios, Basel Il and the volatility in
the global financial markets. The Committee analytbe proposed assumptions, methodology and
process followed in determining the amount of a@inhd liquidity required to support the delivery
of the Group’s business plans and its capital aaegu

In reliance of these reviews and discussions, th@rGittee recommended the Supervisory Board
the approval of the audited financial statementsirfolusion in the Company's annual report for
the year ended 31 December 2011. The SupervisorsgrdBaccepted the Committee’s

recommendation.

There is a process in place by which the Audit &mpbance Committee reviews and, if
appropriate, signs off, within parameters approbgdthe Supervisory Board, any non-audit



services undertaken by the Auditors, and the reélétes. This ensures that the objectivity and
independence of the Auditors are safeguarded.

In 2011, the Group did not record expenses relatddPMG Audyt audit services. The fees for
other services which included advice on accourdimgj regulatory matters were PLN 1.97 min.

In addition, the Group recorded expenses of PLN fih for Deloitte Audyt audit services, which
related to the statutory audit of the Group andkBafinancial statements and the audit of Group’s
subsidiaries and associates for 2011 pursuargedislation. The fees for other services which
included advice on accounting and regulatory matteere PLN 0.08 miIn giving a total fee to
Deloitte of PIn 2.24m.

In the Committee’s opinion, the Group’s externalitar provides effective, independent challenge
to Management and that their management letter igegev valuable recommendations for
improvement of internal controls.

The Committee conducts a continuous review of iiskvand performance. The form of the review
involved a discussion on the format of the meetanys the effectiveness of the reporting process.

RISK OVERSIGHT COMMITTEE

The Risk Oversight Committee was appointed by tingeB/isory Board of Bank Zachodni WBK

to assist the Board in discharging its oversighgpomsibilities to shareholders and other
stakeholders, oversight of the Group’s managemenisk and to protect the Group from future
events that impede the sustainable achievemetg pérformance objectives in relation to:

1. Appropriate Risk philosophy, as articulated in Risinciples;

2. Risk appetite, as reflected in policies and rigits;

3. A focused oversight on the more significant bussimésks undertaken by the bank, and
4. The appropriateness of the overall risk governdirssaework,

The Risk Oversight Committee is composed of thie¥ahg members:
- John Power (Chairman),

- Mr Waldemar Fgckowiak — retired on 20 April 2011,

- Mr Aleksander Galos — retired on 20 April 2011,

- Mr Maeliosa OhOgartaigh — retired on 20 April 2011

- Mr Piotr Partyga,

- Mr Witold Jurcewicz — joined the Committee on 20riA@011,

- Mr Jose Manuel Varela joined the Committee on 20 April 2011,

Attendance
Number of meetings held: 4
- John Power (Chairman), 4/4
- Mr Waldemar Fgckowiak — retired on 20 April 2011, 1/1
- Mr Aleksander Galos — retired on 20 April 2011, /11
- Mr Maeliosa OhOgartaigh — retired on 20 April 2011, 1/1
- Mr Piotr Partyga, 4/4
- Mr Witold Jurcewicz — joined the Committee on 20rih@011, 3/3

- Mr Jose Manuel Varela joined the Committee on 20 April 2011, 2/3



The Committee is aware, when undertaking its duatiasthe Bank is in the business of taking risk
but at a level that is appropriate relative to@reup’s scale and type of business undertaken.

The Risk Oversight Committee operates under aemifferms of Reference approved by the
Supervisory Board and in line with with an agremthual work programme that allows the

Committee to review the effectiveness of the riskgsophy and the appropriateness of the overall
risk governance framework.

The Committee met 4 times during the course of 28d reviewed key areas of the business
including Treasury, Corporate Banking, Retail Bawgkand the Investment Banking Divisions. On
a regular basis it receives reports on the Grotigksprofile and key performance indicators)
particular in relation to (a) the Top 5 risks, fl@rformance vs. risk appetite and tolerance, &) ri
trends, (d) risk concentrations. The Risk Overts@bmmittee continued to take a forward looking
risk assessment approach in each of these budinessind sought to identify the risks associated
with their respective five year strategies. In nging its’ responsibilities the committee focused
on:

- Strengthening risk management across the Group.

- Preparing Basel Il guidelines for implementation.

- Risk monitoring.

- Group risk management policies.

- Future capacity of the business units to meet tisenkess needs.

A key element of the Risk Oversight Committee’s kvas the oversight of the stress testing

undertaken by the bank in accordance with its ossumptions and benchmarked against the
requirements set by the KNF. The results of thesstrtesting are linked closely with the

Committee’s review of the Group’s Risk Appetitet8iaent and polices appropriate to the overall
strategy adopted by the Supervisory Board.

The independent Auditors, Deloitte Audyt, the Bankiternal Auditor, the Chief Risk Officer, the
Head of Legal and Compliance Division and the Re#i were invited to attend all meetings.
Other members of the Supervisory Board and ManageiBeard are also invited to attend as
appropriate in order to present their reports.

The Committee conducts a continuous review of tiskvand performance. The form of the review
involved a discussion on the format of the meetays the effectiveness of the reporting process.

V. ASSESSMENT OF THE SUPERVISORY BOARD ACTIVITY IN 2011

The Supervisory Board assessed its performancg0fbt in accordance with point 1, sub-point 2,
section 3 of the "Best practice for the WSE listechpanies".

Accordingly, the Supervisory Board states thati discharged its duties & responsibilities set out
in the Commercial Companies Code and the BZWBKu8tatwith due care holding meetings at a
frequency ensuring that all matters within the Bsaremit were addressed. In their actions, the
Supervisory Board Members were guided by the isteoé the Bank and the independence of
judgements and opinions. Both the compositiorhefSupervisory Board as well as the knowledge
and experience of its Members ensured adequateflioeént performance of the Board and its
effective supervision of the Bank's operations0a 2
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