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To the Shareholders and Supervisory Board of Powszechny Zaklad Ubezpieczen Spdlka
Akcyjna

We have audited the attached financial statements of Powszechny Zaklad Ubezpieczen Spodlka
Akcyjna (,,the Company”) with registered office in Warsaw, Al. Jana Pawia Il 24, including:

—  infroduction to the financial statements;

— balance sheet prepared as of 31 December 2009, with total assets and liabilities plus equity
of PLN 28,936,978 thousand;

—  technical insurance account — property and personal insurance for the financial year from
1 January 2009 to 31 December 2009, showing a positive technical result on property
and personal insurance to be transferred to the general profit and loss account in the amount

of PLN 166,308 thousand;

—  general profit and loss account for the period from 1 January 2009 to 31 December 2009,
disclosing a net profit of PLN 2,510,379 thousand;

— statement of changes in equity for the period from 1 January 2009 to 31 December 2009,
disclosing a decrease in equity of PLN 8,740,037 thousand;

—  cash flow statement for the period from 1 January 2009 to 31 December 2009, showing a net
cash outflow of PLN 128,439 thousand;

— additional information and explanations.

Preparation of these financial statements has been the responsibility of the Company’s
Management Board. Our responsibility was to audit and express an opinion on the faimess,
correctness and clarity of these financial statements and the correctness of the underlying
accounting records.

The financial statements of the Company for the previous financial year ended 31 December 2008
were audited by another certified auditor, who issued an unqualified opinion of 19 March 2009
on these financial statements. Our opinion refers only to the financial statements for the financial
year ended 31 December 2009.

Our audit was planned and performed in accordance with:

—  section 7 of the Accounting Act of 29 September 1994 (Journal of Law from 2009, no. 152,
item 1223 with subsequent amendments);

— auditing standards issued by the National Council of Statutory Auditors in Poland

in such a way as to obtain a reasonable and sufficient basis for expressing an opinion as to whether
the financial statements were free of material misstatements.

QOur audit included in particular examining — largely on a test basis — the accounting evidence
and records supporting the amounts and disclosures in the financial statements, assessing
the accounting principles (policy) applied, the estimates made by the Company’s Management
Board as well as evaluating the overall presentation of the financial statements. We believe that our
audit provides a sufficient basis for our opinion.

53d Rejonowy dfa m. st. Warszawy KRS 0000031236, NIP: 527-020-07-86, REGON: 010076870
kapitat zaktadowy: 100,000 zt

Member of Deloitte Touche Tahmatsu



Deloitte.

In our opinion, the audited financial statements of Powszechny Zaktad Ubezpieczen Spotka
Akeyina for the 2009 financial year, in all material respects, were prepared:

_  in form and content complying with the requirements of the Accounting Act of 29 September
1994, the Minister of Finance’s ordinance of 23 December 2008 on special principles
of insurance companies’ accounting (Journal of Law, no. 236, item 1634; henceforth
“the Ordinance”), other executory legislation and the Company’s By-laws;

_  in accordance with the accounting principles determined by the Accounting Act,
the Ordinance and the Company’s accounting policy;

—  based on properly kept accounting records;

and give a true and fair view of all the information essential for evaluating the economic
and financial position of the audited Company as of 31 December 2009 and its financial result
for the period from 1 January to 31 December 20009.

Without further qualifications as to the true and fair nature of the audited financial statements,
we would like to point out that the presented financial statements are individual financial
statements and should be used primarily for statutory purposes. These financial statements cannot
constitute sole basis for the evaluation of the financial and economic position of the Company
that is a holding company in the Capital Group. In addition to the individual financial statements,
the Company also prepares consolidated financial statements of the Powszechny Zaklad
Ubezpieczen SA Capital Group in which it acts as the holding company.

The Report on activities of the Company for the 2009 financial year is complete within
the meaning of Article 49 clause2 of the Accounting Act and consistent with underlying
information disclosed in the audited financial statements.

Piotr Sokolowski Dariusz Szkaradek
Deputy Chairman of the Board Member of the Board
Certified auditor Certified auditor
No. 9752 No. 9935
Jacek Marczak Represented by
Certified auditor
No. 9750
Deloitte Audyt Sp. z 0.0.
Al Jana Pawla IT 19

00-854 Warsaw

Entity entitled to audit financial
statements entered under

number 73 on the list kept by the
National Council of Statutory Auditors

Warsaw, 7 March 2010

The above audit opinion together with audit report Iis a translation from the original Polish
version. In case of any discrepancies between the Polish and English version, the Polish version
shall prevail.



POWSZECHNY ZAKELAD UBEZPIECZEN SPOLKA AKCYJNA

REPORT SUPPLEMENTING THE OPINION ON THE AUDIT
OF THE FINANCIAL STATEMENTS OF POWSZECHNY ZAKLAD
UBEZPIECZEN SPOLKA AKCYJNA FOR THE 2009 FINANCIAL YEAR

I. GENERAL INFORMATION

1. Details of the audited entity

The Company operates under the name of Powszechny Zaktad Ubezpicczefi Spétka Akeyjna.
The Company’s registered address is located in Warsaw, Al Jana Pawla II 24.

Powszechny Zaklad Ubezpicczen Spétka Akcyjna (“PZU”, “Company”) with its registered office
at Al. Jana Pawla II 24, was established via transformation of Pafistwowy Zaktad Ubezpieczeft into
a state-owned joint-stock company, pursuant to Article 97 of the Act of 28 July 1990 on insurance
activity (consolidated text, Journal of Law from 1996, no. 11, item 62 as amended).

The terms and procedures of transformation and assumption of liabilities of Panstwowy Zaklad
Ubezpieczen are governed by the Ordinance of the Minister of Finance of 18 December 1991
(Journal of Law from 1991, no. 119, item 522). Formal and actual transformation of Pafstwowy
Zaktad Ubezpieczen into a state-owned joint-stock company took place on 23 December 1991
pursuant to a notarized deed Rep. A-111-21516/91.

Currently, the Company is recorded in the register of entrepreneurs kept by the District Court
for the capital city of Warsaw, XII Business-Registry Division in Warsaw under number
KRS0000009831.

The Company has the following tax identification number NIP: 526-025-10-49, assigned by
the Second Tax Office Warszawa—Srédmieécie on 4 June 1993.

The REGON number assigned to the Company by the Statistical Office on 5 July 1993 is:
010001345.

The Company operates based on the provisions of the Code of Commercial Companies.

According to the Statistical Classification of Economic Activities in the European Community,
the Company’s core business involves insurance (EKD 6603) including other personal and property
insurance (Section II of the Attachment to the Act of 22 May 2003 on insurance activity (J ournal of
Law from 2003, no. 124, item 1151, “Insurance Act™).

As of 31 December 2009, the Company’s share capital equaled PLN 86,352,300 and was divided
into 86,352,300 ordinary shares with nominal value of PLN 1 each. As of 2 December 2009
(the date of the last Shareholders’ Meeting) the Company’s shareholders included:

—  State Treasury - 50.1875% of shares;
— Eureko B.V, - 22.9953% of shares;
— Kappa S.A. - 14.9000% of shares;
—  Other shareholders - 11.9172% of shares.

»Other shareholders” includes employees who acquired shares from the State Treasury free
of charge as well as individuals and legal persons that subsequently bought the shares from such
employees.

No changes in the Company’s share capital took place during the financial year.

Deloitte Audyt Sp. z o.0. 5



POWSZECHNY ZAKLAD UBEZPIECZEN SPOLKA AKCYJNA

No changes in the Company’s share capital took place after the balance sheet date.
The Company’s financial year is the calendar year.
At the balance sheet date the Company had the following related parties:

—  PZU Zycie SA ~ 100% subsidiary;

— UAB DK PZU Lietuva — 99.76% subsidiary;
o cge o .
- PZU Tower Sp. 0.0, indirect subsidiary; 27.47% of direct

inferest;
_  PZU Asset Management SA - %ndirect subsidiary; 50% of direct
interest;
—  Syta Development Sp. z o.0. in liquidation ~ 100% subsidiary;
—  Ogrodowa-Inwestycje Sp. z 0.0. — 100% subsidiary;
— UAB PZU Lietuva Gyvybes Draudimas —~  99.34% subsidiary;
—  Migdzyzakladowe Pracownicze ‘a
Towi'afyzystwo Emerytalne SA —  100% subsidiary;
—  PrJSCIC PZU Ukraine — 100% subsidiary;
—  PrJSCIC PZU Ukraine Life Insurance ~  72.30% subsidiary;
—  ICH Center SA ~  90% subsidiary;
—  Ipsilon Sp. z o0.0. — 100% subsidiary;
—  PZU Pomoc SA — 100% subsidiary;

— indirect subsidiary; 0.05% of direct

—  Krakowska Fabryka Armatur SA :
Interest.

As at the opinion date, the composition of the Company’s Management Board was as follows:

—  Andrzej Klesyk —  Chairman of the Management Board;
—  Rafat Stankiewicz —  Member of the Management Board;
—  Witold Faworski —  Member of the Management Board.

The following changes in the Company’s Management Board took place during the audited period:
—~  Magdalena Nawloka was dismissed from the position of Deputy Chairman of the Board
on 1 October 2009.

2. Information about the financial statements for the previous financial year

The activities of the Company in 2008 resulted in a net profit of PLN 3,026,798 thousand.
The Company’s financial statements for the 2008 financial year were audited by a certified auditor.
The audit was performed by the authorized entity Ernst & Young Audit Sp. z o.0. The certified
auditor issued an unqualified opinion on these financial statements on 19 March 2009.

The Ordinary Shareholders’ Meeting, which approved the financial statements for the 2008
financial year, was held on 30 June 2009. On 29 July 2009, the General Shareholders Meeting
decided about the following distribution of the net profit for 2008:

—  supplementary capital - PLN 3,005,798 thousand;
— . increase in the Company Social Benefits Fund - PLLN 21,000 thousand.
The financial statements for the 2008 financial year were submifted in accordance with the law

to the National Court Register on 8 July 2009 and for publication in Monitor Polski B on 8 July
2009. The financial statements were published in Monitor Polski B no. 2206 on 6 November 2009.

Deloitte Audyt Sp. z o.0. 6



POWSZECHNY ZAKLAD UBEZPIECZEN SPOLKA AKCYJNA

3. Data identifying the entity authorized to audit financial statements and the certified
auditor acting on its behalf

The audit of the financial statements was performed based on the agreement of 28 August 2009
concluded between Powszechny Zaktad Ubezpieczeri SA and Deloitte Audyt Sp. z o.0. with
registered office in Warsaw, Al. Jana Pawla II 19, recorded under number 73 on the list of entities
authorized to provide audit services kept by the National Council of Certified Auditors. On behalf
of the authorized entity, the audit of the financial statements was conducted under the supervision
of a certified auditor Jacek Marczak (No. 9750), from 2 November 2009 to 23 December 2009,
and from 11 January 2010 to 7 March 2010.

The authorized entity was appointed by the Supervisory Board by resolution of 13 August 2009
based on authorization presented in Article 22, clause 2, point 10 the Company’s By-Laws.

Deloitte Audyt Sp. z 0. o. and the certified auditor Jacek Marczak confirm that they are authorized
to carry out audits and meet the requirements of Article 56 of the Act on statutory auditors and their
self-governing bodies, entities authorized to audit financial statements and public supervision
(Journal of Law from 2009, no. 77, item 649) to express an unbiased and independent opinion
on the financial statements of Powszechny Zaktad Ubezpieczen SA.

4. Availability of data and management representations
The scope of our audit was not limited.
During the audit, all necessary documents and data as well as detailed information and explanations

were provided to the authorized entity and the certified auditor, as confirmed in a written
representation of the Management Board of the Company of 7 March 2010.

Deloitte Audyt Sp. z o.o. 7



POWSZECHNY ZAKEAD UBEZPIECZEN SPOLKA AKCYJINA

5. Economic and financial position of the Company

Presented below are the main items from the income statement as well as financial ratios describing
the financial profit (loss) of the Company and its economic and financial situation compared with

the previous years.

Main balance sheet items (in PLN ‘000) 31.12.2009 31.12.2008
Intangible assets 49,560 31,855
Investments 26,765,773 30,451,371
Receivables 1,244,102 1,162,220
Other assets 245,572 363,394
Prepayments 631,971 716,674
Total assets 28,936,978 32,725,514
Equity 10,411,542 19,151,579
Technical provisions 12,789,415 12,659,941
Reinsurer’s share in provisions (754,456) (878,416)
Expected recoveries and recourses (78,996) (52,401)
Other provisions 542,531 450,269
Liabilities due to reinsurers’ deposits - 56
Other liabilities and special funds 5,478,601 861,627
Accruals 548,341 532,859
Main items from the fechnical account of property 31.12.2009 31.12.2008
and personal insurance (PLN ‘000)
Premiums 7,938,984 8,028,557
Net investment income including costs, reclassified
from the general profit and loss account 248,700 219,426
Other technical revenues net of reinsurance 76,084 56,185
Claims 5,480,170 5,063,091
Changes in other technical provisions — net of
reinsurance - (68,003)
Bonuses and rebates combined with the change in
provisions net of reinsurance 5,051 350
Costs of insurance activity 2,220,299 2,080,925
Other technical charges — net of reinsurance 369,115 489,542
Technical result on property and personal insurance 166,308 718,263
Main items from_the general profit and loss account 31.12.2009 31.12.2008
(in PLN ‘000}
Technical result on property and personal insurance 166,308 718,263
Investment income 3,035,222 3,528,514
Unrealized gains on investments 104,869 13,334
Costs of investment activity 243 358 282,289
Unrealized losses on investments 59,350 464,660
Net investment income, including costs, reclassified to
the technical account for property and personal
insurance 248,700 219,426
Other operating revenue 177,755 41,315
Other operating expenses 234,007 51,913
Income tax 188,360 256,340
Net profit (loss) 2,510,379 3,026,798
Deloitte Audyt Sp. z o.0. 8
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Profitability ratios
- profit ratio on the basis of gross premium written 12.2% 36.8%
{net profit / gross written premium ’ )
— profit ratio net of reinsurers’ share 39.8% 37.3%
{net profit / written premium net of reinsurance) ’ )
Claims ratios _
— Claims ratio on the basis of gross premium written
((Gross claims paid 4/~ Change in provisions for claims 68.5% 61.4%
outstanding (gross)/ gross earned premium)
— claim ratio net of reinsurance
(Claims paid net of reinsurance +/- change in the gross 69.0% 63.1%
provisions for claims net of reinsurance) / premium ¢arned net of ) '
reinsurance
Operating costs ratig
— total operating costs ratio L 29.1% 26.4%
{Insurance activity costs / gross written premium)
— administrative expenses ratio 12.6% 11.4%
{administrative expenses / gross written premium) ) '
— acquisition costs ratio 16.5% 15.0%
(acquisition costs / gross written premium) ) '
Return on investment and equity ratios:
— level of investmert
(average investment amount / average equity plus technical 119.2% 98.4%
provisions net of reinsurance)
— return on investment
(net investment income / average investment amount in the 9.9% 9.6%
reporting period)®
~ return on equity 17.0% 16.7%
(net profit /average equity)’
Solvency and funds security ratios
— invested reserves ratio 299 4% 258.5%
(investments / technical provisions net of reinsurance) ) )
— solvency margin (in PLN °000) 1,338,798 1,338,798
— own funds to cover the solvency margin 8,261,644 16,618,912
— margin coverage ratio (own funds surplus) 6,922,846 15,280,114
— solvency margin coverage ratio
{own funds / solvency matgin) 617.1% 1,241.3%
— value of assets covering technical provisions 14,245,034 24,062,266
- surpl-u:v, (shortage) of assets to cover technical 11,454,862
provisions 1,537,035
! Costs of insurance activity without reinsurers’ commissions and reinsurers’ share in profit.
2 Average calculated as the arithmetic average of opening and closing investment balance.
3 Average calculated as the arithmetic average of opening and closing equity balance.
Deloitte Audyt Sp. 2 o.0. 9
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The analysis of the above figures and ratios identified the following trends occurring
in the finaneial year ended 31 December 2009:

— a decrease in profitability ratio on the basis of gross premium from 36.8% in 2008 to 32.2%
in 2009,

— adecrease in profitability ratio net of reinsurance from 37.3% in 2008 to 32.8% in 2009,

—  an increase in claims ratio on the basis of gross premium from 61.4% in 2008 to 68.5% in 2009,
- an increase in claims ratio net of reinsurance from 63.1% in 2008 to 69.0% in 2009,

—  anincrease in operating costs ratio from 26.4% in 2008 to 29.1% in 2009,

—  an increase in investment level ratio from 98.4% at the end of 2008 to 119.2% at the end of 2009,
—  anincrease in return on equity from 16.7% in 2008 to 17.0% in 2009,

~ a decrease in provision allocation ratio from 258.5% at the end of 2008 to 222.4% at the end
of 2009,

—  a decrease in solvency margin coverage from 1,241.3% at the end of 2008 to 617.1% at the end
of 2009.

Deloitte Audyt Sp. z o.0. 10
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II. DETAILED INFORMATION

1. Evaluation of the accounting system

The Company has valid documentation describing the accounting principles (policy) applied,
including in particular: definition of the financial year and reporting periods thereof, methods
of measurement of assets and liabilities, and determination of the financial profit (loss), method
of keeping the accounting records and the system of data and file protection. The documentation
of the accounting policy was developed in line with the Accounting Act and approved for use
by Resolution no. UZ/75/2009 of the Management Board of 26 February 2009. Changes
in the accounting policy arising from amended accounting and tax regulations have been
introduced by separate resolutions of the Company’s Management Board.

Accounting principles accepted by the Company comply with the Accounting Act.
The introduction gives a description of valuation principles regarding assets and liabilities, as well
as principles of measuring the financial result.

The Company uses computerized accounting systems, Oracle Financials and FKX by Asseco
and Insurer by Asseco product system, in which all business transactions are recorded. The systems
are password protected against unauthorized access and have functional access controls,
Description of IT systems complies with the requirements of Article 10 clause 1 point 3 letter c)
of the Accounting Act.

The opening balance resulting from the approved financial statements for the prlor financial year
was properly introduced into the accounting records of the audited period.

In relation to the opening balance, we executed procedures necessary to confirm that its does
contain material misstatements.

The audited documentation of business transactions, the accounting records and the relationships
between the accounting entries and vouchers and the financial statements comply with
the requirements provided for in section 2 of the Accounting Act.

The accounting records and vouchers, the documentation of the accounting system
and the approved financial' statements of the Company are stored in compliance with section
8 of the Accounting Act.

The Company performed reconciliation of assets and liabilities within the scope, timing
and frequency provided for in the Accounting Act. The identified differences were recorded
and settled in the accounting records for the audited period.

2. Information on the audited financial statements

The audited financial statements were prepared as of 31 December 2009 and include:

—  introduction to the financial statements;

—  balance sheet prepared as of 31 December 2009, with total assets and liabilities plus equity
of PLN 28,936,978 thousand;

—  technical insurance account — property and personal insurance for the financial year from
1 January 2009 to 31 December 2009, showing a positive technical result on property
and personal insurance to be transferred to the general profit and loss account in the amount of
PLN 166,308 thousand,

Deloitte Audyt Sp. z o.0. 11
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—  general profit and loss account for the period from 1 January 2009 to 31 December 2009,
disclosing a net profit of PLN 2,510,379 thousand;

~  statement of changes in equity for the period from 1 January 2009 to 31 December 2009,
disclosing a decrease in equity of PLN 8,740,037 thousand;

—  cash flow statement for the period from 1 January 2009 to 31 December 2009, showing a net
cash outflow of PLN 128,439 thousand,

— additional information and explanations.

The structure of assets and liabilities as well as items affecting the financial profit/loss have been
correctly presented in the financial statements.

3. Information on selected material items of the financial report

Investments

The structure of investments was correctly presented in the respective explanatory note.

Technical provisions

The structure of technical provisions was correctly presented in the respective explanatory notes.

As at 31 December 2009, technical provisions were created pursuant to “Principles of creating
technical provision in PZU SA” accepted by the Management Board of 9 February 2009
and principles determined in the Ordinance of the Minister of Finance of 23 December 2008
on special principles of insurance companies’ accounting (Journal of Law from 2008, no. 236, item
1634 as amended).

As of 31 December 2009, the Company created the following technical provisions:
—  provision for unearned premiums;

—  provision for unexpired risks:

—  provision for claims outstanding;

—  equalization provision.

The provision for unearned premiums is created as written premium for future reporting periods,
in proportion to the period which the written premium covered. The provision for unearned
premiums is determined using the individual method, accurate to one day, at the end of each
reporting period. In the case of insurance classes with uneven spread of risk over time,
the provision for unearned premiums is created in the amount corresponding to the spread
of the risk over time.

The provision for unexpired risks complements the provision for unearned premiums and covers
future claims and costs relating to insurance contracts which do not expire on the last day
of the reporting period. The provision for unexpired risks is determined for all insurance classes
(types) with claims ratio for the financial year exceeding 100%, as the difference between
the product of provision for unearmned premiums and claims ratio of a given financial year and
the provision for unearned premiums — for the same insurance period. The final amount
. of provision for unexpired risks is determined after a premium adequacy test.

The provision for outstanding claims includes the provision for outstanding claims incurred
and reported, provision for claims incurred but not reported, provision for loss adjustment expenses
and provision for capitalized annuity.

Deloitte Audyt Sp. z o0.0. 12
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The equalization provision is created at the amount ensuring equalization of future fluctuations
in the claims ratio, net of reinsurance, in accordance with the Ordinance on special principles
of insurance companies’ accounting.

Based on the work performed we came to the conclusion that the level of technical reserves net
of reinsurers’ share presented in the balance sheet as of 31 December 2009 appears to be sufficient
in light of the materiality concept, requirements of the Minister of Finance’s ordinance
of 23 December 2008 on special principles of insurance companies’ accounting and including
limitations caused by natural uncertainty related to the necessity of estimating when determining
the amount of provisions so that the Company is able to meet its future obligations resulting from
insurance contracts concluded by 31 December 2009.

Structure of receivables

The ageing analysis of receivables and their structure by repayment date were correctly presented
in the respective explanatory note.

Liabilities
The ageing analysis of receivables and their structure by repayment date were correctly presented

in the respective explanatory note.

Prepayments and accrualg

The structure of prepayments and accruals is correctly described in the respective notes. Expense
and revenue recognized over time have been correctly classified in relation to the audited financial
period.

These items are recognized completely and correctly in all material respects in relation to
the financial statements as a whole.

4. Correctness of calculation of the solvency margin and guarantee fund and determination
of own funds to cover the solvency margin

As of 31 December 2009, the Company created technical provisions in line with principles
determined in the Ordinance of the Minister of Finance on special principles of insurance
companies’ accounting in the amount ensuring full meeting of its current and future obligations
imposed by concluded insurance contracts. The provisions are secured with investments.

The Company calculated the solvency margin as of 31 December 2009 and determined the required
guarantee fund in line with the Minister of Finance’s ordinance of 28 November 2003
on calculation methods and amount of solvency margin and the minimum guarantee fund
for insurance departments and groups (Journal of Law, no. 211, item 1060, “the ordinance
on solvency margin™).

The Company calculated the amount of own funds covering the solvency margin in line with
principles defined in the Act on insurance activity, During audit, we did not detect any
irregularities in calculation of the solvency margin, guarantee fund and own funds that cover them,
which could significantly influence the above figures.

Deloitte Audyt Sp. z 0.0. 13



POWSZECHNY ZAKEAD UBEZPIECZEN SPOLKA AKCYJNA

5. Completeness and correctness of drawing up the introduction to the financial statements,
additional information and explanations and the report on the activities of the Company

Introduction to the financial statements includes all information required under the Minister
of Finance’s ordinance of 23 December 2008 on special principles of insurance companies’
accounting (Journal of Law, no. 236, item 1634). The Company confirmed the validity of the going
concern principle followed while drawing up the financial statements. The introduction gives
a correct and complete description of valuation principles regarding assets and liabilities, principles
of measuring the financial result and preparing the financial statements.

The Company prepared the additional information and explanations consisting of tabular notes
to individual balance sheet and profit and loss account items as well as narrative descriptions.
Explanatory notes describing: tangible fixed assets, intangible assets, investments, liabilities
and provisions correctly presented increases and decreases as well as their basis during
the financial year. Limitations imposed on individual assets disclosed in the balance sheet arising
from collateral granted to creditors were described.

The additional information and explanations give a correct and complete description
of the reporting items and clearly present other information required under the Aftachment no. 4 to
the Minister of Finance’s ordinance of 23 December 2008 on special principles of insurance
companies’ accounting.

The financial statements are supplemented with the Management Board’s Report on the activities
of the Company in the 2009 financial year. The Report contains all information required under
Article 49 clause 2 of the Accounting Act. We have audited the Report in respect of the disclosed
information derived directly from the audited financial statements.

6. Final information and findings

Management Board’s Representations

Deloitte Audyt Sp. z o.0. and the certified auditor received a representation letter from
the Management Board of the Company in which the Board stated that the Company complied with
the laws in force.

Piotr Sokolowski Dariusz Szkaradek
Deputy Chairman of the Board Member of the Board
Certified auditor Certified auditor
No. 9752 No. 9935

Jacek Marczak Represented by
Certified auditor

No. 9750
Deloitte Audyt Sp. z o.0.

Al, Jana Pawla I1 19
00-854 Warsaw

Entity entitled to audit financial
statements entered under
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L INTRODUCTION TO THE FINANCIAL STATEMENTS
1. Introduction
1.1. Basic information about the Company

Powszechny Zaklad Ubezpieczeft Spotka Akeyjna (“PZU”, “Company”™) with its registered office at AL Jana
Pawla II 24, was established via transformation of Pafistwowy Zaklad Ubezpieczen into a state-owned joint-
stock company, pursuant to Article 97 of the Act of 28 July 1990 on insurance activity (consolidated text, Dz. U.
No. 11 of 1996, item 62 as amended).

The terms and procedures of transformation and assumption of liabilities of Panstwowy Zaktad Ubezpieczeni are
governed by the Ordinance of the Minister of Finance of 18 December 1991 (Dz. U. No. 119 of 1991, item 522).
Formal and actual transformation of Pafistwowy Zaklad Ubezpieczefi into a state-owned joint-stock company
took place on 23 December 1991 pursuant to & notarized deed Rep. A-IT1-21516/91.

PZU is recorded in the Register of Entrepreneurs of the National Court Register kept by the District Court for
the capital city of Warsaw, XII Business Division under number KRS 0600009831.

The Company’s basic scope of business in accordance with the Statistical Classification of Economic Activities
in the European Community is non-life insurance (NACE 66.03). Insurance activity concerns other personal and
property insurance (Section II of the Attachment to the Act of 22 May 2003 on insurance activity (Dz. U. No.
124 of 2003, item 1151, “Insurance Act”).

1.2 Period covered by the financial statements

These financial statements cover the period of 12 months from [ January to 31 December 2009,

1.3, Going concern

The financial statements have been prepared based on the assumption that the Company will operate as a going
concern in the foreseeable future, i.e. during at least 12 months after the balance sheet date, ie. after

31 December 2009.

As of the date of signing the financial statements, there were no facts and circumstances indicating a risk to
the Company’s ability to operate as a going concern during 12 months after the balance sheet date due to
the intended or forced discontinuation or material limitation of its activities.

1.4. Presentation unit

Unless expressly stated otherwise, all financial data is presented in PLN thousand.

1.5. Result on discontinued operations

In 2009 PZU did not discontinue any activities. -

2. Changes in the accounting principles (policy) during the financial year

In 2009, there were no changes in the accounting principles (policy).

3. Changes in the method of preparation of the financial statements

In 2009, the following changes in preparation of the financial staternents were introduced:

The aittached additional information constitutes an integral part of the financial statements
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3.1. Change in presentation of interest accrued on term deposits in the balance sheet

The Ordinance of the Minister of Finance of 23 December 2008 on special accounting principles of insurance
companies came into effect on 1 January 2009 (Dz.U. No. 236 of 2008 item 1634) and stipulated that term
deposits with credit institutions classified as loans and own receivables are measured at adjusted acquisition
price. According to the regulations remaining in force until the end of 2008, term deposits were measured at the
nominal value, while interest accrued as of the balance sheet date was recognized in item F.II of Assets -

Prepayments — accrued interest and rent.

Effects of the above change are presented in the table below:

B.IIL6 Term: deposits with credit institutions 1156091 1321 1157 412

E.IIl Accrued interest and rentals 1323 (1323 -

F.IV Other prepayments and deffered costs 358 644 2 358 646
3.2, Change in presentation of exchange differences accrued in refation to term deposits in the

profit and loss account

In 2009, the Company changed the presentation of exchange differences accrued in relation to term deposits,
which are at present recognized in item II.3.3. of the profit and loss account “Income from other financial
investments - term deposits with financial institutions” and not in item III. Unrealized gains on investments and
V1. Unrealized losses on investments.

Effects of the above changes are presented in the table below:

1133 !ncgmc‘ ﬁqm other financial investments - term deposits with 63 188 7269 70 457

financial institutions

III. Unrealized gains on investments 20613 (7 279} 13 334

V1. Unrealized losses on investments 464 670 {10} 464 660
3.3 Change in presentation of estimated amounts from aceruals to liabilities

In 2009 the Company applied the Polish Accounting Standard 6 “Provisions, accruals, contingent liabilities”,

which in point I1.2.3. states that:

« accruals are provisions directly related to operating activities, i.c. production, sale (trade) and post-sale
stage, as well as general and administrative expenses, and

+  accruals classified as provisions do not include liabilities arising on uninvoiced supplies and services
received by the entity. Such liabilities are classified as trade liabilities, even when determination
of the exact volume and/or price of a delivery or service may require estimates;

and therefore balance sheet comparative data were adjusted as presented in the table below:

H.V.2.1. Other liabilities to subordinated entities 2221 3787 6008
H.V.2.2. Other liabilities to other entities 395584 67 649 463 223
I.1 Accruals and deffered income 334 846 | (71436) 263 410
3.4, Change in presentation of the present value of debt securities classified as deposits held to
maturity

In 2009 the Company changed the presentation of the present value of debt securities classified as deposits held
to maturity The present value of the securities was their fair value and not, as it had been before, the carrying

amount determined according to the adjusted acquisition price.

4, Adjustment of previous year errors

In 2009, no previous year errors were adjusted.

The attached additional information constitutes an integral part of the financial statements
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5. Information of significant post-balance sheet events not included in the financial
statements

Until the date of signing the financial statements, there were no significant events that would not be included in
these financial statements.

6. Significant events pertaining to previous years included in the financial statements for
the current reporting period

Until the date of preparation of these financial statements, there were no significant events pertaining to
previous years that would not be included in these financial statements.

7. Significant events pertaining to the reporting period and significantly changing the
structure of balance sheet items and the financial result

7.1 Advance payment against dividend expected at the end of 2009 paid to PZU shareholders

In the resolution of 1 October 2009, the Management Board of PZU decided to make an advance payment
against dividend expected at the end of 2009 in the total amount of PLN 12,749,917 thousand. The issue has
been described in point X.7.4 of Additional notes and explanations

8. Comparability of financial data for the prior period with the financial statements for
the period ended 31 December 2009.

The financial data for 2008 have been restated to provide comparability with the 2009 financial data - changes
in the method of preparation of the financial statements were included and the effects of changes as compared to
previously published financial statements for 2008, presented in point 3 of the Introduction to the financial
statements, were disclosed,

9. Accounting principles (policy)

These financial statements have been prepared in accordance with the Accounting Act of 29 September 1994
(Dz. U. of 2009 No. 152, item 1223 with subsequent amendments, “Accounting Act”) and relevant secondary
legislation. All matters not specified in the Accounting Act and secondary legislation, are governed by
the Polish Accounting Standards and/or International Financial Reporting Standards (IFRS) and their
interpretations published in the form of regulations of the European Commission.

Major legal acts applicable to the financial statements include:

»  Ordinance of the Minister of Finance of 23 December 2008 on special accounting principles for insurance
companies (Dz. U. No. 236 of 2008, item 1634; hereinafter: “ Ordinance™);

e  Ordinance of the Minister of Finance of 12 December 2001 on detailed principles of recognition,
measurement, disclosure and presentation of financial instruments (Dz. U. No 149 of 2001, item 1674 with
subsequent amendments, hereinafter: “Ordinance on financial instruments™);

e  Ordinance of the Minister of Finance of 28 November 2003 on calculation of the solvency margin and
minimum capital and reserves required for insurance sections and classes (Dz. U. No. 211 of 2003 item
2060);

= Insurance Act.

9.1. Intangible assets

Intangible assets are recognized if it is likely than in the future they will cause an inflow of economic benefits
closely related to such assets and include property rights acquired by PZU and suitable for economic use,
classified as non-current assets, with expected useful life exceeding one year, and intended for internal purposes
of PZU.

Intangible assets include in particular: computer software, copyright, licenses and concessions.

Intangible assets are measured at acquisition price increased by costs directly related to acquisition
and adjustment for use, reduced by amortization charges and impairment loss.

The attached additional information constitutes an integral part of the financial statements
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Intangible assets are amortized in accordance with the straight-line method over their expected useful life
and pursuant to an amortization plan adopted by PZU and corresponding to their estimated economic useful life,
with application of annual amortization rates ranging from 20% to 50%.

Intangible assets with a unit value of up to PLN 3,500 are charged to expenses in the month of their
commissioning.

9.2, Investments

9.2.1 Real property investments

Real property investment include: own land, perpetual usufruct of land, buildings and structures, as well as
premises, ownership right to cooperative residential or commercial space, construction investments and advance

payments for construction investments.

Real property investments are measured at acquisition price or manufacturing costs, including revaluation based
on separate regulations (the last revaluation took place as of 1 January 1995 and its effects were charged to
the revaluation reserve), reduced by depreciation accumulated as of the balance sheet date, including

impairment loss.

Real property is depreciated in accordance with the straight-line method over its expected useful life and
pursuant to a depreciation plan adopted by PZU and corresponding to its estimated economic useful life, with
application of annual depreciation rates as presented below. Own land, construction investments and advance
payments for construction investments are not depreciated.

10%

Land perpetual usufruct right

Ownership right of cooperative residential or commercial space 2.5%
1.5-4.5%

Buildings and structures

922 Shares in subordinated entities

Shares in subordinated entities are measured in line with the equity method, and for entities with immaterial
impact on the financial statements of PZU — at acquisition price. In case of impairment, PZU reduces the value
of shares in subordinated entities and creates an impairment loss.

The effects of measurement of shares in subordinated entities according to the equity method are recognized in

the following manner:
e revaluation of shares in subordinated entities to the amount exceeding the acquisition price is recognized in

revaluation reserve;
e ‘revaluation of shares in subordinated entities to the amount below the acquisition price is recognized in

profit or loss.

9.2.3 Financial instruments
Financial instruments are classified on the acquisition date to the following categories:

» financial assets and liabilities held for trading;
* financial assets held to maturity;

» originated loans and own teceivables;

» assets available for sale.

Financial assets and liabilities are recognized in the balance sheet when PZU becomes a party to a binding
contract under which it incurs risk and enjoys benefits related to a given financial instrument. For transactions
concluded on an organized market on terms adopted on that market, purchase or sale of financial assets and
liabilities are recognized as of the transaction date.

Financial instruments are initially recognized at fair value adjusted by transaction costs directly attributable to
the purchase or sale of the given financial instrument. The fair value of a financial instrument upon initial
recognition is usually its transaction price, unless the nature of the financial instrument provides otherwise.

For financial instruments generating interest income, interest is calculated beginning from the day after
the transaction settlement date.

The attached additional information constitutes an integral part of the financial statements
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Release of financial instruments follows the FIFO (First In, First Out) principle, and for instruments purchased
on the same date, the HIFO (Highest In, First Out) principle.

For each class of financial instruments, the fair value is determined based on publicly available quotations on
an active market, and in their absence, using valuation models based on assumptions referring to data obtained
on an active market. Shares whose fair value cannot be reliably estimated are exempted from this rule. They and
measured at acquisition price reduced by impairment loss,

9.2.3.1  Financidl assets held for trading

Financial assets held for trading include those acquired for the purpose of obtaining economic benefits resulting
from short-term price fluctuations and other market factors, or from a short life of the acquired instrument, as
well as derivatives, unless classified as hedging instruments.

Financial instruments held for trading include also obligations to provide borrowed securities and other financia!
instruments if the entity concludes a short sale contract,

Financial assets classified as held for trading are not reclassified to other categories.

Financial instruments held for trading are measured at fair value, and if it cannot be reliably measured, at
acquisition price including impairment loss.

9.2.3.2  Derivatives

Fair value of derivatives - such as forwards and interest rate swaps (IRS) is determined in line with the cost-to-
close method.

Derivatives are recognized in the balance sheet in assets as "Other investments” or in equity and liabilities as
*“Other liabilities™.

Changes in the fair value of derivatives not classified as hedging instruments are recognized in the profit or loss
for the reporting period.

9.2.3.3  Financial assets held to maturity

Financial assets held to maturity include those not classified as originated loans and own receivables, for which
concluded contracts determine the date of nominal value payment and the right to economic benefits obtainable
within pre-defined deadlines — e.g. interest, in a fixed or determinable amount, provided that PZU intends and is
able to maintain these assets (in particular debt securities) to their maturity.

The classification is mainly based on a judgment of the Management Board of PZU, which, making
the assessment, assesses its intentions and ability to hold these financial instruments to maturity. The assessment
is based on an analysis of material and financial position as well as possible mismatch of assets and liabilities
of PZU.

Financial assets held to maturity are measured at adjusted acquisition price as of the balance sheet date.

9.2.3.4  Originated loans and own receivables

Originated loans and own receivables include financial assets arising from cash issued directly to the other party
of a contract, regardless of their maturity (payment deadline).

Loans include also bonds and other debt instruments acquired in exchange for cash issued directly to the other
party of a contract, if the contract clearly states that the disposing party has not lost contro] over the sold
financial instruments (in particular, buy-seli-back transactions), as well as term deposits at credit institutions
regardless of their maturity.

Originated loans, including term deposits and own receivables, are disclosed at adjusted acquisition price.

9.2.3.5  Assets available for sale

Financial assets available for sale include those not classified to the above categories, i.e.:

o financial instruments held for trading;
» financial assets held to maturity;
+ originated loans and own receivables,

The attached additional information constitutes an integral part of the financial statements
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Financial assets held for trading are measured at fair value, and if it cannot be reliably determined, at acquisition
price including impairment loss,

The difference between the fair value of financial assets available for sale and their adjusted acquisition price
(acquisition price for equity instruments) is charged to the revaluation reserve.

The effects of revaluation of debt instruments available for sale to the adjusted acquisition price are recognized
in profit or loss.

In the case of sale of instruments available for sale, the revaluation reserve regarding the instruments sold is
derecognized and presented in profit or loss.

In case the instruments available for sale are impaired, revaluation losses previously recogmized in
the revaluation reserve are charged to profit or loss.

If the reason that necessitated recognition of a revaluation write-down on assets disappears, the equivalent of
total or part of the previous revaluation write-down is recognized in profit or loss.

9.2.3.6 Deposits with ceding undertakings

Deposits with ceding undertakings include claims and premium deposits retained by insurers for which PZU
provides reinsurance coverage. They represent a part of PZU receivables, however retained as security of future
claims. .

Deposits with ceding undertakings are measured at the amount due, determined in accordance with the terms
and conditions of a reinsurance contract, and in the case when the deposit is a financial instrument, including
also measurement of the instrument and impairment loss, if occurs.

9.3. Receivables

Receivables are recorded at the value determined when they occur. As of the balance sheet date, receivables are
recognized at the amount due reduced by impairment loss. Write-downs on bad or doubtful receivables are
based on an analysis of the economic and financial position of the debtors, ageing analysis of receivables and
history of recovery contributing to the probability of payment.

9.3.1 Direct insurance receivables

Direct insurance receivables include receivables from policyholders for premium paid in installments and
overdue premium; receivables from insurance intermediaries, i.e. brokers and agents.

Revaluation write-downs on direct inswrance receivables are classified as other technical expenses.

9.3.1.1  Receivables from policyholders
PZU reviews receivables from policyholders in order to determine whether there are any impairment indicators.

If case-by-case approach was not applied (as a special write-down determined in accordance with the evaluation
of the debtor’s economic and financial position), impairment is estimated on a collective basis, as a collective
assessment of impairment risk for the portfolio of receivables from policyholders based on historical data
regarding cash flows on receivables from policyholders.

9.3.2 Reinsurance receivables

Reinsurance receivables include receivables due to settlements with ceding undertakings, reinsurers and
reinsurance brokers resulting from inward reinsurance, outward reinsurance and retrocession. The receivables
are related mainly to the share of reinsurers in claims and benefits paid by the insurer, reinsurance commission
and share in the reinsurers’ profits,

Revaluation write-downs on reinsurance receivables are classified as other technical expenses.

92.3.3 Other receivables

Other receivables include, e.g. receivables from due dividend, receivables from the State Budget and receivables
from loss adjusting services.

Revaluation write-downs on other receivables are classified as other operating expenses.

The attached additional information constitutes an integral part of the financial statements
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9.4. Tangible assets

Tangible assets include tangible fixed assets excluding real property classified as investments, with expected
useful life over one year, complete, suitable for use and designated for the company’s purposes.

Tangible assets are recognized at acquisition price increased by all costs directly related to the purchase and
adaptation of an asset for use, less depreciation and impairment loss.

Fixed assets are depreciated starting from the date of commissioning, in accordance with the straight-line
method over their expected useful life and pursuant to a depreciation plan adopted by PZU and corresponding to
their estimated useful life, with application of annual depreciation rates as presented below.

Machines and technical equipment 10% - 40%
Vehicles 18% - 33%
IT equipment 18% - 30%
Other non-current assets T% - 20%

Tangible assets with a unit value of up to PLN 3,500 are charged to expenses in the month of their
commissioning.

9.5, Cash

Cash includes mainly cash in hand and at bank as well as promissory notes, third-party checks and cash in
transit.

Cash is disclosed at face value.

9.6. Prepayments and accruals

Prepayments and accruals include incurred and accrued costs, in whole or in part pertaining to periods after the
balance sheet date, and include in particular costs related to insurance premiums which will be earned in later
periods (i.e., among other things, costs of acquisition, costs of obligatory payments, provided that they have a
material impact on the financial statements).

In the case of property insurance acquisition commissions are deferred, however, in the case of acquisition
commissions due to persons working based on an employment contract - together with employee overheads due
to social security.

9.6.1 Prepayments

Costs of obligatory fees imposed by legal regulations are recognized over time, proportionally to revenues
providing the basis for fee measurement, if their impact on the financial statements is material. Other
prepayments include in particular costs of commission paid to sales representatives for their services provided to
Open Pension Fund “Zlota Jesien" (OFE PZU), which are recognized over time in proportion to the commission
received from Powszechne Towarzystwo Emerytalne PZU (PTE PZU).

Prepayments include, among other things, future receivables from recoguized revenues from rent and revenues
from reinsurance resulting from business events which took place by the balance sheet date and which will be
settled in accordance with the contractual terms in the future.

9.6.2 Accruals

Accruals include costs pertaining to the current reporting period incurred in the following period, which have
not been recognized as liabilities or provisions, including in particular costs of acquisition, obligatory fees and
outward reinsurance. ' '

Reinsurance accruals include recognized costs resulting from business events that took place by the balance
sheet date and which will be settled in accordance with the contractual terms in the future.

The attached additional information constitutes an integral part of the financial statements
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2,63 Deferred income

Deferred income includes, among other things, deferred reinsurance commissions settled in proportion fo
the premium earned on the reinsurers’ share and the amount of premium paid for policies with an insurance
period starting after the balance sheet date.

9.7. Equity

9.7.1 Share capital
The share capital is recognized at the nominal value and is recorded in the National Court Register.

9.7.2 Supplementary capital
The supplementary capital is created and distributed in line with the provisions of the Code of Commercial

Companies (Dz.U. No. 94 of 2000, item 1037 with subsequent amendments, hereinafter: CCC) and the Articles
of Association of PZ1J.

Supplementary capital is created from previous year net profit distribution and a portion of revaluation reserve
reclassified upon disposal or liquidation of previously revalued fixed assets.

9.7.3 Revaluation reserve

The item includes the effects of:

e revaluation. of shares in subordinated entities (above acquisition price only) in correspondence with a
change in deferred tax asset/provision;

e revaluation of investments classified as available for sale (above and below the acquisition price and for
debt instruments, the adjusted acquisition price), in correspondence with a change in a deferred tax

asset/provision;
¢ revaluation of fixed assets in line with relevant regulations. The last revaluation took place as of 1 January

1995.

9.7.4 Previous year profit (loss)

The item includes previous year net profit (loss), including the net financial result resulting from a change in
accounting principles that was not distributed/covered by the General Shareholders” Meeting.

9.8. Technical provisions

Technical provisions are created in order to cover current and future claims and costs that may result from
concluded insurance contracts. Provisions are created in line with the prudence principle.

9.8.1 Provision for nnearned preminms

The provision for unearned premiums covers liabilities which may be incurred after the end of the reporting
period and which result from the insurance contracts in which the coverage period started before the end of
the reporting period.

The provision for unearned premiums is created as written premium for future reporting periods, in proportion
to the period which the written premium covered. The provision for unearned premiums is determined using
the individual method, accurate to one day, at the end of each reporting period.

In the case of insurance classes with uneven spread of risk over time, the provision for unearned premiums is
created in the amount corresponding to the spread of the risk over time,

The share of reinsurers in thé provision for unearned premiums is determined in line with the regulations
of relevant reinsurance contracts, in the amount proportional to the reinsurance cover atiributable to periods

after the end of a given reporting period.

9.8.2 Provisions for unexplired risks

The provision for unexpired risks complements the provision for unearned premiums and covers future claims,
benefits and costs relating to insurance contracts which do not expire on the last day of the reporting period.
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The provision for unexpired risks is determined for all insurance classes (types) with claims ratio for
the financial year exceeding 100%, as the difference between the product of provision for unearned premiums
and claims ratio of a given financial year and the provision for unearmned premiums - for the same insurance
period.

The final amount of provision for unexpired risks is determined after a premium adequacy test.

The share of reinsurers in the provision for unexpired risks is determined in line with provisions of relevant
reinsurance contracts.

2.8.3 Provisions for outstanding claims

The provision for outstanding claims includes the provision for outstanding claims incurred and reported,
provision for claims incurred but not reported, provision for loss adjustment expenses and provision for
capitalized annuity.

9.8.3.1  Provision for claims reported but not paid

The provision for claims reported but not paid is determined as the amount of average claim for claims which
have not been assessed by the loss adjuster or as the amount determined by a loss adjusting unit The provision
includes the deductible, expected increase in the prices of goods and repair services and may not exceed the sum
insured and the guaranteed sum.

The provision is revalued immediately after receiving information which impact its amount by individual
assessment or estimated losses and claims.

9.8.3.2  Provision for claims incurred but not reported

The provision for claims incurred but not reported (IBNR) is created for claims which were not reported by
the date of the provision created using the loss triangle: generalized Chain Ladder method, Cape Cod method
and Bornhuetter-Ferguson method for the year of the claim.

9.8.3.3  Provision for loss adjustment expenses

The provision for loss adjustment expenses is determined at the end of each reporting period as the total of
provision for direct and indirect loss adjustment expenses.

The provision for direct loss adjustment expenses is created both for the claims already reported (individual
method) and claims not reported (lump-sum method as the share in the IBNR provision).

The provision for indirect loss adjustment expenses is created as the percentage of the provision for claims

reported but not paid and provision for claims incurred but not reported and provision for direct loss adjustment
eXpenses.

9.8.3.4  Provision for capitalized annuity benefits

The provision for capitalized annuity benefits is calculated individually as the present value of annuity (for life
or periodic}, paid in advance.

As of the end of each reporting period a provision for capitalized annuity benefits is created for claims incurred
after 31 December 1990 by the balance sheet date and not disclosed as annuity (annuity IBNR).

As of the end of each reporting period the value of additional provision for liabilities resulting from increased
annuity benefits from the so-called old portfolio is determined. Reassessment is carried out only for annuitants
with the same provision calculated as of the end of 1997 wheose claim at the end of a given period did not reach
a satisfactory amount. The satisfactory amount of benefits is the percentage of the average of present value
ofsalary in 1960-1990. Capitalized value of annuity is calculated, in line with valid regulations, for
the difference between satisfactory benefits and actual benefits.

9.8.3.5  Reinsurers’ share in technical provisions
The share of reinsurers in provisions for outstanding claims is determined in line with provisions of relevant

reinsurance contracts.
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9.8.4 Equalization provision

The equalization provision is created at the amount ensuring equalization of future fluctuations in the claims
ratio, net of reinsurance, in accordance with the Ordinance.

9.8.5 Provision for bonuses and rebates (provision for profit sharing)

The provision is created for insurance contracts assuming an increase in future benefits, including profit sharing
of the insured.

The amount of the provision at the end of a given period is determined based on currently expected final amount
of the increase in the benefit (or decrease in the premium) directly proportional to the premium earned at the end
of a given period.

9.8.6 Expected recoveries and recourses

When estimating future claims, PZU estimates the value of expected, future refunds of expenses as a result
of assumption of claims against third parties (recoveries), rights to the insured property (recourses)
and subsidies to cover part of claims due to agricultural producers for losses caused by drought, payable to
the Company in accordance with the provisions of the Act on insurance of agricultural crops and livestock (Dz.
U. No. 150 of 2005, item 1249, with subsequent amendments). Estimating recoveries, recourses and subsidies
includes the costs of recoveries and recourses and the costs of receiving subsidies.

2.9. Other provisions

“Other provisions” include provisions for certain or highly probable future liabilities arising on past events, with
uncertain amount or payment deadline, but reliably estimated amount. In particular, provisions are created for
jubilee awards, retirement benefits, unused paid vacation, losses on business transactions in progress, guarantees
and sureties granted, losses arising on pending litigations and third party claims.

The costs of creating provisions are charged to other technical costs net of reinsurance, other operating expenses
or administrative expenses, respectively, depending on the type of future liability.

9.9.1 Provision for jubilee awards and retirement benefits

In accordance with remuneration regulations of PZU, employees are entitled to jubilee awards, having reached
a specific number of years in service and to retirement benefits upon retirement. The benefit amount depends on
the number of years in service and average monthly salary.

The costs of jubilee awards and retirement benefits are estimated using actuarial methods and recognized on
an accrual basis using the unit credit method.

Actuarial gains and losses are recognized in full in the peried in which they ocourred.

For jubilee awards, past service costs as defined in IAS 19 “Employee Benefits” are immediately recognized in
profit or loss.

Provisions for jubilee awards and retirement bonuses are measured at fair value of future performances that may
be assigned to the current service, adjusted for unrecognized past service costs.

9.9.2 Provision for unused paid vacation

Pursuant to the Labor Code of 26 June 1974 (consolidated text: Dz.U. No. 21 of 1998 item 54 with subsequent
amendments —the Labor Code™), employees of PZU are entitled to paid vacation. PZU recognizes the costs
of paid vacation on an accrual basis, using the liability method.

The provision for unused paid vacation is calculated as the difference between the number of days actually used
and the number of days that would have been used had vacation been used proportionally to the passage of time
in the entitlement period, in line with the valid legal regulations.

9.9.3 Provision for survivor and post-employment benefits

Pursuant to the Labor Code, in the event of death of an emplayee while in service or during period in which
sickness benefit is collected, the family is entitled to a survivor benefit the amount of which depends on
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the employee’s years in service with the employer and is an equivalent of the employee's remuneration for
the period ranging from one to six months.

Pursuant to the Act on social benefits fund of 4 March 1994 (Dz.U. No. 43 of 1994, item 163 with subsequent
amendments) and Regulations of the PZU Social Fund, pensioners (former employees of PZU) and their
families are entitled to the benefits and services financed by the fund. According to the assumptions made by
PZU, appropriations to the Company’s Social Benefits Fund amount to 6.25% of the average monthly
remuneration per pensioner.

Provisions for survivor and post-employment benefits are measured at fair value of future performances that
may be assigned to the service to that date.

9.10. Liabilifies due to reinsurers’ deposits

Liabilities due to reinsurers’ deposits are recognized at the amount due, in line with concluded reinsurance
contracts,

9.11. Other liabilities

Liabilities are disclosed at the amount due,

9.12. Special funds

Special funds include:

e the balance of the Company’s Social Benefits Fund, expensed in line with relevant provisions.
The Company’s Social Benefits Funds is also increased by appropriations of net profit pursuant to
the resolutions of the General Meeting;

e the balance of the Prevention Fund, created from appropriations, in line with the Insurance Act and
the articles of association of PZU,

The balance of special funds is increased by investment income generated by these funds.

9.13. Revenues form insurance services

Revenues from gross written premium are recognized starting from the date of inception of insurance coverage
resulting from the concluded insurance contract. The amounts of premium related to the contracts with
insurance coverage starting after the balance sheet date are recognized as deferred income.

The reinsurers’ share in the premium has been determined for the insurance classes with reinsurance coverage,
in the amount which - pursuant to relevant reinsurance contracts - corresponds to the transferred premium

9.14. Investment income and expenses

9.14.1  Income from real property and maintenance cosis

Income from real property considered as investments, such as rent and lease payments and other revenues
related to the management of the property, are recognized under “Investment income from property” in profit or
loss.

Costs of maintenance of property earmarked for investment purposes are recognized under “Costs of property
maintenance” in profit or loss.

The costs of the maintenance of property used for own purposes are recognized in the technical account
of personal and property insurance “Administrative expenses” in the proportion resulting from space used by
PZU.

9.14.2  Income and expenses from debt securities

The result from the measurement of debt securities at the adjusted acquisition price is classified as income from
debt securities.

The difference between the fair value as of the balance sheet date and the value at adjusted acquisition price is
recognized as follows:
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e in the case of debt securities (not recognized during calculation of the provision for capitalized annuity
benefits and bonuses and rebates) classified as available-for-sale - under “Revaluation reserve”;

e in the case of debt securities classified as investments held-for-trading - under “Unrealized gains” or
“Unrealized losses on investments”.

Gains/losses on sale/redemption of debt securities are recognized under “Gains/losses on investments”.

9.14.3 Gains and losses on shares

Unrealized gains and losses on valuation of shares classified as investments held for trading are recognized at
the amount of the difference between the fair value and acquisition cost or carrying amount at the end
of the previous financial year (in the case when the securities were purchased in prior years) under “Unrealized
gains/losses on investments”.

Unrealized gains and losses on measurement of shares classified as investments available for sale, not included
in calculation of the technical provisions, are recognized in the revaluation reserve.

Gains/losses on sale of shares are recognized under “Gains/losses on investments”.

Impairment losses on investments created in the reporting period are recognized under "Loss on revaluation
of investments" and revenue from reversal of losses created in previous years are recognized under “Gain on
revaluation of investments”.

Dividend income is recognized at gross amount at the date the right to dividend has been established.

9.14.4  Net investment income (including costs), reclassified from profit or loss

Investment income included in calculation of the provision for capitalized annuity and provisions for bonuses
and rebates are reclassified from profit or loss to the technical account of property and personal insurance.

Due to the fact that the insurer’s own funds and the those from the insurance fund are invested jointly and
the investments are not separated, the investment income to be transferred from the profit or loss to the technical
account of property and personal insurance are calculated as the product of the provision for capitalized annuity
at the beginning of the month and profitability of Treasury bonds held to maturity in a given month, including
relevant investment expenses

9.14.5  Interest income on term deposits af credit institutions

Interest income on deposits at credit institutions is recognized on an accrual basis, i.e. all interest for a given
reporting period is recognized irrespective of the date when it was received. If the deposit matures after
the balance sheet date, interest is calculated on an accrual basis, proportionally to the passage of time since
the first day of the deposit unti! the balance sheet date, inclusive.

9,15, Costs of claims and benefits

The costs of the reporting period include all costs of claims and benefits paid for accidents and losses which
took place during the reporting period and in the prior periods, including direct and indirect loss adjustment
expenses and a change in the provisions for claims outstanding, less all received recoveries, recourses and
subsidies as well as a change in the balance of estimated recoveries, recourses and subsidies.

The reinsurers’ share in claims and benefits has been determined for the insurance classes with reinsurance
coverage, in the amount which - pursuant to relevant reinsurance contracts valid in a given period - corresponds
to the reinsurers’ share in claims and benefits.

Loss adjustment expenses include direct and indirect costs related to activities which aim at settlement
of reported claims or support activities aimed at settlement of such claims.

9.16, Costs of insurance activity

Costs of acquisition include direct and indirect expenses related to conclusion and renewal of insurance
contracts. Direct acquisition costs include among other things the insurance agent commission, payroll related to
conclusion of insurance contracts, costs of attestation, studies and research regarding the risk insured. Indirect
acquisition costs include advertisement and promotion of insurance products and general costs related to
analyzing applications and issuing policies.
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In order to ensure that acquisition costs and revenues are matched, the commission for gross written premium in
a given year, which will be paid in future are charged to acquisition expenses and incurred and recognized
acquisition expenses regarding future reporting periods are deferred.

The costs of commission are recognized in the period when the premium serving as the basis for the commission
is due. The value of acquisition expenses is adjusted by the change in the balance of capitalized acquisition

EXPEnses.
Administrative expenses include the costs of insurance activity, not classified as acquisition expenses, costs

of claims and benefits and investment expenses related to collected premium, managed portfolio of insurance
contracts, reinsurance contracts and general and administrative expenses of the insurance company.

The costs of insurance activity are adjusted by the value of reinsurance commission and shares in reinsurers’ and
retrocessionaries’ profits, received or receivable from brokers and reinsurers under outward reinsurance or
retrocession. The value of reinsurance commission received or receivable is adjusted by the value of deferred
reinsurance commission in the part concerning future reporting periods.

9.17. Foreign currency transactions

Assets and liabilities denominated in foreign currencies are translated as of the balance sheet date at the average
exchange rate of the National Bank of Poland as of that date.

Business transactions denominated in foreign currencies are recognized on conclusion date at the average
exchange rate determined for a given currency by the National Bank of Poland as of the day preceding
the transaction, unless a different rate was defined in a customs application or any other binding document.

9.18. Income tax

Income tax recognized in the profit and loss account includes current and deferred portion.

Current CIT liabilities are calculated pursuant to the Polish tax regulations.

The deferred portion recognized in profit or loss is the difference between the balance of deferred tax provisions

and assets as of the beginning and end of the reporting period; deferred tax provisions and assets for transactions
charged to equity are charged to equity.

Deferred tax provisions and assets are determined using the balance sheet method, considering corporate income
tax rates which - according to expectations - will apply at the time when the asset is recovered or provision
settled, in line with the tax law provisions applicable in Poland, issued by the balance sheet date.

PZU, as a company operating solely in Poland and governed by the Polish tax regulations, can effectively offset
tax liabilities and receivables by paying a net CIT amount. Therefore, deferred tax assets and liabilities are

presented in the financial statements after being set off.
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1L BALANCE SHEET AND OFF-BALANCE SHEET ITEMS

A, Intangible assets X.1 49 560 31855
1. Goodwill - “
2. Other intangible assets and prepayments for intangible assets 45 560 31855
B. Investments X.2 26 765 773 30 451371
1. Property 600 110 602 697
1. Frechold land, including perpetual usufiuct 55 382 46 645
2. Buildings and constructions, and cooperative frechold right 529271 533 883
3. Constructions in progress and prepayments for constructions in progress 15 457 22 169
1I. Investments in subordinated entities X21 7 710 649 6335 748
1.Shares ) 7702725 6303 548
2. Loans granted to subordinated entities and debt securities issued by those
parties - 32200
3.Cther 7924 -
II. Other financial investment X22 18 442 095 23 500 579
1. Shares and other variable income securities, participation units and
investment certificates in trust fitnds. 1249 959 923 581
2. Debt securities and other fixed income securities 16 639 972 21 149694
3, Shares in joint venture - -
4. Mortgage loans - -
5. Other loans 176 748 269 741
6. Term deposits with financial institutions 373 225 1157412
7. Other investments 2191 151
V. Deposits due form cedants ) X24 12 919 12 347
C. Net investments of life insurance funds where the investment risk is born by
policyholders - -
D. Receivables X.3 1244 102 1162220
1. Receivables form direct insurance 972 050 996 159
1. Receivables from policyholders 923 648 943 571
1.1. from subordinated entities 231 107
1.2. from other entities 923 417 943 464
2. Receivables from insurance intermediaries 48 258 24 182
2.1. from subordinated entities - -
2.2. from other entities 48 258 24182
3. Other receivables 144 28 406
3.1. from subordinated entities 91 1628
3,2, from other entities 53 26778
I1. Reinsurance receivables X3 26 174 30 034
1. from subordinated entities - -
2, from other entities 26174 30034
[1.Other receivables XJ3.2 245 878 136 027
1.Receivables from the State Budget 81 704 128
2. Other receivables 164 174 135 899
2.1.from subordinated entities 2923 4135
2.2. from other entities 161 251 131 764
E. QOther assets 245572 363 394
1. Property, plant and equipment X4 117772 107 155
II. Cash and cash equivalents X5 127 800 256 239
II. Other - -
F. Prepayments and deferred costs X.6 631 971 716 674
1. Deferred tax assets - -
11. Deferred acquisition costs 394 962 358 028
. Accrued interest and rentals - -
TV. Other prepayments and deferred costs 237009 358 646
TOTAL ASSETS 28 936 978 32 725 514
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oE e _m ,..(W%{f,‘ T SJ_” x P S s — e e = jf;f% y *%
Hipth g R A e ety i sallddmp ol nions e
A, Equity xX.7 10 411 542 19 151 579
1. Share capital Xx7.1 86 352 86352
11, Unpaid share capital (nepative value) - -
III. Treasury shares (negative valug) - -
IV, Reserve capital X75 1252214 10 245 766
V. Revaluation reserve 7312998 5792 663
VI. Other reserves - -
VII. Accumulated profits/(losses) from previeus years - -
VHI. Net profit/(loss) for the year 2510379 3026 798
IX. Advance dividends from current year profit (negative balance) (750 401)
B. Subordinated liabilities - -
C.Technical reserves X.3 12 789 415 12 659 941
1. Uneamed premium reserve and unexpired risk reserve 3 643 790 3911924
II. Life insurance reserves - -
111 Outstanding claims reserve (the OCR reserve) 8 608 826 8238223
IV. Reserve for bonuses and rebates for the insured 4180 -
V. Risk equalization reserve 532619 509 794
V1. Reserve for premium returns and policyholders - -
VIL Other technical reserves, as defined in Articles of Association - -
VIII. Life technical reserves where the investment risk is born by palicyholder - -
D, Reinsurers’ share in technical reserves (negative value) {754 456) (378 416)
L. Reinsurers' share in unearned premium reserve and unexpired reserve (70 042) (60 383)
II. Reinsurers' share in life insurance reserve - -
11, Reinsurers' share in outstanding claims reserve X.8.3 (684 414) (818 033)
TV. Reinsurers' share in reserve for bonuses and rebates for the insured - -
V. Reinsurers' share in other technical reserves, as defined in Articles of - -
V1. Reinsurers' share in life technical reserves where the investment risk is born by
policyhotder - -
E. Estimated salvages and subrogations (negative value) X9 (78 996) (52 401)
1. Estimated salvages and subrogations, gross (B1416) (52 537)
2. Reinsurers' share in estimated salvages and subrogations 2420 136
F. Other provisions X.10 542 531 450 269
1. Provision for retirement benefits and similar obligations 229 550 233 354
1I. Deferred tax liability Xl 117 652 62 218
111, Other 195 329 154 657
. Liabilities from reinsurance deposits X.12 - 56
H, Other lizhilities and Special Funds X.13 5478 601 861 627
1, Direct insurance ljabilities 154 658 151 386
1. Liabilities to the policyholders 73672 62 482
. 1.1. to subordinated entities 2 -
1.2. to other entities 73670 62 482
2.Liabilities to insurance intermediaries 75323 74 545
2.1. to subordinated entities - -
2.2. to other entitics 75323 74 545
3. Other liabilities 5703 14 359
3.1. to subordinated entities 817 1146
3.2. to other entities 4 886 13 213
1I. Liabilities from reinsurance deposits X.13.1 17 667 21590
1. to subordinated entities - -
2. to other entities 17 667 21 590
TII. Liabilities from the issuance of own debt securities and loans taken out - -
1. liabilities convertible to the Company's share - -
2. other - -
TV. Liabilities to financial institutions 4748 213 13
V. Other liabilities X132 432 168 542 278
1. Liabilities to the State Budget 15435 73 037
2. Other liabilities 416 734 469 241
2.1, to subordinated entitics 11279 6008
2.2. to other entities 405 455 463213
V1. Special Funds X.133 125 854 146 360

Warsaw, 7 March 2010
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L. Accruals and deferred income

X.14

548 341

1. Accrued expenses 303 209 263410
2. Negative goodwill - -
3. Deferred income 245132 269 449
TOTAL EQUITY AND LIABILITIES 28 936 978 32725514

1. Contingent receivables, of which: X.24.1 6895117 6 098 064
1.1.guarantees received 3699 3699
1.2, ather 6891418 6 094 365

2. Contingent liabilities, of which: X.24.2 46239 45810
2.1. puarantees issued 7714 6599
2.2, bills of exchange accepted and endorsed - h
2.3. buy and sell back assets - -
2.4, other liabilities secured on assets or income - -
2.5. doubtful claims, not recognized by the Company and taken to court 37443 38 642

3. Reinsurance puarantees made in favor of the company - -

4. Reinsurance guarantees made by the Company in favor of cedants - -

5. Third party assets not included in the Company's assets 231158 229 879

6. Other off-balance sheet items, of which: - -
6.1, securitics established on the Company’s assets - -
6.2. other off-balance sheet items - -

Own funds 8261 644 16 618 912

Solvency margin 1338798 1338 798

Surplus(shortageof own funds to cover solvency margin 6922 846 15280114

Technical reserves, gross 12 707 999 12 607 404

Assets 1o cover technical reserves 14 245 034 24 062 266

Surplus(shortage) of assets to cover technical reserves 1337035 11454 862 1 Jess

gross recoveries, recourses and subsidies estimated

Warsaw, 7 March 2010
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. TECHNICAL INSURANCE ACCOUNT - PROPERTY AND PERSONAL

INSURANCE
i ndedidt

s f HiEEh YECEI
1, Premiums X.15,X.18 7938 984 8 028 557
1. Gross premium writlen 7791169 8217789
2. Reinsurers' share in the gross premium written 129 978 104 298
3. Movement in uneamed premium reserve and unexpired risk reserve,gross (268 134} 83 375
4. Reinsurers' share in movement in uneamed premium reserve 9659 {1533)
I1. Net investment income transferred from the Profit and Loss Account 248 700 219 426
I11. Other technical income,net of reinsurers’ share X.16 76 084 56 185
TV. Claims X.17,X.18 5480170 5063 051
1. Claims paid out,net of reinsurers' share 5002 543 4 528 652
1.1. claims paid out gross 5177098 4 586 363
1.2. reinsurers' share in claiims paid out 174 555 571711
2. Movement in outstanding claims reserve, net of reinsurers' share 477621 534 439
2.1.Movement in outstanding claims reserve,gross 341 724 407114
2.2, Reinsurers' share in movement in outstanding claims reserve (135 903) (127 325)
V. Movement in other techuical reserves, net of reinsurers' share - (68 003)
I. Movement in other technical reserves,gross - {68 003)
2. Reinsurers' share in movement in other technical reserves - -
V1. Bonnses and rebates for the insured,net of reinsurers' share,including 5051 350
VII. Insurance sctivities expenses(1+2-3) X.19 222029% 2 080 925
I. Acquisition expenses,of which: 1287578 1230011
1.1, movement in deferred acquisition costs {36 934) (3177)
2. Administrative expenses 979 365 939278
3. Reinsurance commissions and the share in reinsurers’ profits 46 644 88 364
VIT1. Other technical expenses,net of reinsurers' share X.20 369115 489 542
1X. Movement in risk equalization reserve 22 §25 20 000
166 308 718 263

X. Property and casualty insurance underwriting result

Warsaw, 7 March 2010
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Iv. TECHNICAL ACCOUNTS - TOTAL DIRECT ACTIVITIES

BT
Herc2o08as

I, Premiums 7 858 946 7 955 969
1. Gross premium written 7725 043 8§ 142 535

2. Reinsurers' share in the gross premium written 122 837 100 733

3. Movement in uneamed premium reserve and unexpired risk reserve,gross (251 005) 82 307

4, Reinsurers' share in movement in uncarned premium reserve 5735 (3 526)
11, Net investment income,transferred from the Profit and Loss Account Z48 700 215 426
IT1. Other technical income,nef of reinsurers' share 71 850 44 398
IV. Claims 5 440 654 5015120
1. Claims paid out,net of reinsurers' share 4955 961 4 509 982
1.1._claims paid out gross 5 130 467 4 567 693

1.2. reinsurers' share in claims paid out 174 506 57711

2. Movement in outstanding claims reserve, net of reingurers' share 484 693 505 138
2.1 Movement in outstanding claims reserve,gross 348 804 377517

2.2. Reinsurers' share in movement in outstanding claims reserve (135 889) (127 561)

V. Movement in other technical reserves, net of reinsurers' share - {68 003)
1. Movement in other technical reserves,gross - {68 003)

2. Reinsurers' share in movement in other technical reserves - -
VI. Bonuses and rebates for the insured,net of reinsurers' share,including 5051 350
V11, Insurance activities expenses(1+2-3) 2 199 660 2 046 946
1. Acquisition expenses,of which: 12751252 1204 633
1.1. movement in deferred acquisition costs (44 242) (3 710)

2. Administrative ¢xpenses 971 052 930 677

3. Reinsurance commissions and the share in reinsurers’ profits 46 644 88 364
VIII. Other technical expenses,net of reinsurers' share 358 554 483 952
IX. Movement in risk equalization reserve 22 920 19 692
X. Property and casualty insurance underwriting result 152 657 TI1736
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Technical insurance account - direct insurance

CLASS 1 — Accident insurance, including industrial injury and occupational disease

i
1. Premiums 461 228 452 945
1. Gross premium written 457378 465 437
2. Reinsurers’ share in the gross premium written 57 40
3, Movement in uneamed premium reserve and unexpired risk reserve, gross (3907) 12 452
4. Reinsurers’ share in movement in uneamed premium reserve - -
1. Net investment income,transferred from the Profit and Loss Account . -
11, Other technical income,net of reinsurers' share 511 325
TV. Claims 126 743 108 816
1. Claims paid out,net of reinsurers' share 127 111 115 131
1.1. claims paid out,gross 127 099 115140
1.2. reinsurers' share in claims paid out (12) 9
2. Movement in outstanding elaims reserve, net of reinsurers’ share (368} (6315)
2.1 Movement in outstanding claims reserve,gross (371) (6316)
2.2. Reinsurers' share in movement in outstanding claims reserve (3) (i}
V. Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves,gross - -
2. Rejnsurers' share in movement in other technical reserves : -
V1. Bonuses and rebates for the insured,net of reinsurers' share,including 14 -
VII. Insurance activities expenses(I1+2-3) '+ 155554 142 633
1. Acquisition expenses,of which: 97732 89 831
1.1. movement in deferred acquisition costs (136} (1611)
2. Administrative expenses 57493 53199
3. Reinsurance commissions and the share in reinsurers' profits (329 397
'VII1. Other technical expenses,net of reinsurers® share 1169 1396
IX. Movement in risk equalization reserve - -
X. Property and casualty insurance underwriting result 178 259 200425
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Powszechny Zaklad Ubezpieczen Spétka Akeyjna
Financial Statements for the year ended 31 December 2009

Technical insurance account - direct insurance

CLASS 2 — Sickness insurance

[X. Property and casualty insurance underwriting result

L. Premiums 17 584 18 736
1. Gross premium written 17 548 18 759

2. Reinsurers’ share in the gross premium written 1 2

3. Movement in unearned premium reserve and unexpired risk reserve, gross (37) 21

4. Reinsurers' share in movement in uneamed premium reserve - -
I1. Net investment income,transferred from the Profit and Loss Account - -
), Other technical income,net of reinsurers’ share 11 19
IV. Claims 7096 7667
1. Claims paid out,net of reinsurers' share 711% 7174
1.1. claims paid out,gross 7018 7059

1.2. teinsurers' share in claims paid out (101) {115)

2. Movement in outstanding claims reserve, net of reinsurers' share 23) 493
2.1 Movement in outstanding claims reserve,gross (70) 403

2.2. Reinsurers' share in movement in outstanding claims reserve 47 (50

V. Movement in other technical reserves, net of reinsurers' share - .
1. Movement in other technical reserves,gross - -

2. Reinsurers' share in movement in other technical reserves - -
V1. Bonuses and rebates for the insured,net of reinsurers' shareincluding - -
VII. Insurance activities expenses(1+2-3) 4674 4 847
1. Acquisition expenses,of which: 2678 2703
1.1, movement in deferred acquisition costs (11 ()

2. Administrative expenses 2206 2144

3. Reinsurance commissions and the share in reinsurers' profits 210 -
VIII. Other technical expenses,net of reinsurers' share 32 n
IX. Movement in risk equalization reserve - (592)
5793 6762
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Technical insurance account - direct insurance

CLASS 3 — "Casco" insurance of land vehicles other than railway rolling stock

1. Premiums 2386 030 2686 770
1. Gross premium writien 2208419 2631138]

2. Reinsurers' share in the gross premium written 13 097 14 043

3. Movement in uneamned premiutn reserve and unexpired risk reserve, gross {190 708) (69 432)

4. Reinsurers' share in movement in unearned premium resetve - -
I1. Net investment income,transferred from the Profit and Loss Account - -
111, Qther technical income,net of reinsurers’ share 7777 6336
1V. Claims 1593 802 1594275
1. Claims paid out,net of reinsurers' share 1712 518 1616 684
1.1, claims paid out,gross 1 713 999 1616725

1.2. reinsurers' share in claims paid out 1481 41

2. Movement in outstanding claims reserve, net of reinsurers' share (118 716) {22 409)
2.1.Movement in outstanding claims reserve,gross (119 189} (24 990}

2.2. Reinsurers' share in movement in outstanding claims reserve (473) (2 581)

V. Movement in other technical reserves, net of reinsurers’ share . (6 478)
1. Movement in other technical reserves,gross - (6 478)

2. Reinsurers' share in movement in other technical reserves - -
V1. Bonuses and rebates for the insured,net of reinsurers' share,including - ()]
VIL. Insurance activities expenses(1+2-3) 658 266 719 510
1. Acguisition expenses,of which: 388 771 43% 198
1.1. movement in deferred acquisition costs 7043 10115

2. Administrative expenses 277 603 300 762

3. Reinsurance commissions and the share in reinsurers' profits 8108 20450
VIIL Other technical expenses,net of reinsurers' share 8 401 23 245
IX. Movement in risk equalization reserve - -
X. Property and casualty insurance underwriting result 133333 362 555
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Powszechny Zalklad Ubezpieczen Spétka Akeyjna
Financial Statements for the year ended 31 December 2009

Technical insurance account - direct insurance

CLASS 4 - "Casco" insurance of railway rolling stock

I. Premiums 6094 5099
1. Gross premium written 5116 5617

2. Reinsurers' share in the gross premium written - -

3, Movement in unearmed premium reserve and unexpired risk reserve,gross (978) 518

4. Reinsurers' share in movement in uneamed premium reserve - -
I1. Net investment income,transferred from the Profit and Loss Account - -
TI1. Other technical income,net of reinsurers' share 3 1
LV. Claims 8347 2555
1. Claims paid out,net of reinsurers' share 5728 3362
1.1. ¢laims paid out,gross 5676 3362

1.2. reinsurers' share in claims paid out (52) -

2. Movement in outstanding claims reserve, net of reinsurers' share 2619 (807)
2.1.Movement in outstanding claims reserve,gross 2619 {307)

2.2, Reinsurers' share in movement in outstanding claims reserve - -

V. Movement in other technical reserves, net of reinsurers’ share - -

1. Movement in other technical reserves, gross - -
2. Reinsurers' share in movement in other technical reserves - -

V1. Bonuses and rebates for the insured,net of reinsurers’ shareincluding

VIL Insurance activities expenses{1+2-3) 2203 1833
1. Acquisition expenses,of which; 1560 1191
1.1. movement in deferred acquisition costs . 83 (31)

2. Administrative expenses 643 642

3. Reinsurance commissions and the share in reinsurers' profits - -
VIIL Other technical expenses,net of reinsurers' share 16 6
IX. Movement in risk equalization reserve - 255
{4469) 451

X. Property and casualty insurance underwriting result

Warsaw, 7 March 2010
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Technical insurance account - direct insurance

CLASS 5 - "Casco" insurance of aircraft

X. Property and casualty insurance underwriting result

L. Premiums 8976 7501
1. Gross premium written 10979 8943

2. Reinsurers' share in the gross premium written 4141 424

3. Movement in uneamed premium reserve and unexpired risk reserve,gross 1043 618

4, Reinsurers' share in mevement in uneamed premium reserve 3181 -
I, Net investment income,transferred from the Profit and Loss Account - -
1. Qther technical income,net of reinsurers' share 126 7
TV, Claims 7 941 4734
1. Claims paid out,net of reinsurers' share 5349 4 660
1.1. claims paid out.gross 5349 4 660

1.2, reinsurers' share in claims paid out - -

2. Movement in outstanding claims reserve, net of reinsurers’ share 2592 74
2.1.Movement in outstanding claims reserve,gross 6143 79

2.2. Reinsurers' share in movement in outstanding claims reserve 3 551 5

V. Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves,gross - -

2. Reinsurers' share in movernent in other technical reserves - -
V1. Bonuses snd rebates for the insured,net of reinsurers' share,including - -
V1L Insurance activities expenses(1+2-3) 2607 2594
1. Acquisition expenses,of which: 1755 1573
1.1. movement in deferred acquisition costs (126) (21)

2. Administrative expenses 1380 1022

3. Reinsurance commissions and the share in reinsurers' profits 528 1
VIIL Other technical expenses,net of reinsurers' share 454 72
I1X. Movement in risk equalization reserve 449 395
(2349 i3
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Technical insurance account - direct insurance

CLASS 6 - Insurance of vessels in sea and inland navigation

I. Premiums 13 763 20074
1. Gross premium written 14 367 15 640

2. Reinsurers' share in the gross premium written 1309 2194

3. Movement in uneamed premium reserve and unexpired risk reserve,gross (713) (6 659
4. Reinsurers' share in movement in unearned premium reserve (%) (31)
I1. Net investment income,transferred from the Profit and Loss Account - -
I Other technical income,net of reinsurers' share 608 968
IV, Claims 10 361 22 508
1. Claims paid out,net of reinsurers’ share 26 063 25122
1.1. claims paid out,gross 27 989 26 011

1.2. reinsurers’ share in claims paid out 1926 889
2. Movement in outstanding claims reserve, net of reinsurers' share (15702) (2614)
2.1.Movement in outstanding claims reserve,gross (17 559) 721

2.2. Reinsurers' share in movement in outstanding claims reserve (1857 3335
V. Movement in other technical reserves, net of reinsurers' share - .

1. Movement in other technical reserves gross - -
2. Reinsurers' share in movement in other technical reserves

V1, Bonuses and rebates for the insured net of reinsurers' share,including (193) 176

[VIL Insurance activities expenses(1+2-3) 4246 5422

1. Acquisition expenses of which: 2440 3638

1.1. movement in deferred acquisition costs 6 1183

2. Administrative expenses 1 806 1788

3. Reinsurance commissions and the share in reinsurers' profits - 4

VIIL Other technical expenses,net of reinsurers' share 820 2333

IX. Movement in risk equalization reserve 638 1004

|X. Property and casualty insurance nnderwriting result {1 349) (10 40%)
Warsaw, 7 March 2010
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Technical insurance account - direct insurance

CLASS 7 - Goods-in-transit insurance

2 yedenih

L. Premiums 11 092 11 835
1. Gross premium writien 11259 13 566

2. Reinsurers' share in the gross premium writien 1 049 1753

3. Movement in uneamed premium reserve and unexpired risk reserve, gross (913} (82)

4. Reinsurers' share in movement in uncamed premium reserve (22) {60)
TI. Net investment income, transferred from the Profit and Loss Account - -
[I1. Other technical income, net of reinsurers' share 326 253
IV. Claims - 4192 2527
1. Claims paid out, net of reinsurers’ share 1914 3038
1.1. claims paid out, gross 1914 3038

1.2. reinsurers’ share in claims paid out - d

2. Movement in outstanding claims reserve, net of reinsurers' share 2278 (511}
2.1. Movement in outstanding claims reserve, gross 2254 (49%)

2.2. Reinsurers' share in movement in outstanding claims reserve (24) 13

V. Movement in other technical reserves, net of reinsurers' share - -
i. Movement in other technical reserves, gross - -

2. Reinsurers' share in movement in other technical reserves - N
V1, Bonuses and rebates for the insured, net of reinsurers' share, including 20 22
VIL Insurance activities expenses{1+2-3) 3829 4 344
1. Acquisition expenses, of which: 2416 2796
1.1. movement in deferred acquisition costs 57 [&13]

2. Administrative expenses 1414 1551

3. Reinsurance commigsions and the share in reinsurers' profits 1 3
VIII. Other technical expenses, net of reinsurers' share 753 177
1X. Movement in risk equalization reserve - -
X. Property and casualty insurance vnderwriting result 1624 5018
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Technical insurance account - direct insurance

CLASS 8 - Insurance against fire and natural forces, covering damage to property not included in classes
3-7

X. Property and casualty insurance underwriting result

I. Premiums 901 871 856 284
i. Gross premium written 947 459 900 767

2, Reinsurers' share in the gross premium written 23674 20 354

3. Movement in unearned premium reserve and unexpired risk reserve, gross 18 250 27063

4, Reinsurers' share in movement in uneamed premium reserve (3 664) 2934
MI. Net investment income, transferred from the Profit and Loss Aceount N h
]III. Other technical income, net of reinsurers’ share 2127 5573
IV. Claims - 458 537 394 361
1. Claims paid out, net of reinsurers' share 478 562 374 745
1.1. claims paid out, gross 546 348 3714971

1.2. reinsurers’ share in claims paid out 67786 226

2. Movement in outstanding claims reserve, net of reinsurers' share (19 975) 19616
2.1.Movement in outstanding claims reserve, gross (20 009) 15 632

2.2, Reinsurers' share in movement in outstanding claims reserve (34) (3984)

V. Movement in other technical reserves, net of reinsurers' share - {32 342)
1. Movement in other technical reserves, gross - (32 342)

2. Reinsurers' share in movement in other technical reserves - -
V1. Bonuses and rebates for the insured, net of reinsurers' share, including 2934 (600}
V1L Insurance activities expenses(1+2-3) 307475 274 961
1. Acquisition expenses, of which: 188 978 172 858
1.1. movement in deferred acquisition costs (8 448) (7072)

2. Administrative expenses 119097 162 956

3. Reinsurance commissions and the share in reinsurers' profits 600 853
VIHI. Other technical expenses, net of reinsurers' share 39 563 37049
IX. Movement in risk equalization reserve - -
95379 188 428
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Technieal insurance account - direct insurance

CLASS 9 — Insurance against other damage to or loss of property (other than included in classes 3,456
or 7) due to hail or frost, and any event such as theft, other than those included in class 8

1. Premiums 606 659 557 041
1, Gross premium written 615610 590 489

2. Reinsurers' share in the gross premium writien 28065 12248

3. Movement in unearned premium reserve and unexpired risk reserve, gross (16 718) 16 765

4. Reinsurers' share in movement in uneamed premium reserve 21396 (4 431)
1. Net investment income, transferred from the Profit and Loss Account - -
IIL. Other technical income, net of reinsurers' share 2780 2011
IV. Claims 269 248 269 213
1. Claims paid out, net of reinsurers' share 263 758 284473
1.1. claims paid out, gross 262 145 286 359

1.2. reinsurers' share in claims paid out (1613) 1886

2. Movement in outstanding claims reserve, net of reinsurers’ share 5490 (15 260)
2.1.Movement in outstanding claims reserve, gross 5003 (36 298)

2.2, Reinsurers' sharé in movement in outstanding claims reserve (487) {21 038)

V. Movement in other technical reserves, net of reinsurers’ share - (19 995)
1. Movement in other technical reserves, gross - (19 995)

2. Reinsurers' share in movement in other technical reserves - -
V1, Bonuses and rebates for the insured, net of reinsurers' share, including 1053 401
V11 Insurance activities expenses(1+2-3) 21817 202 469
1. Acquisition expenses, of which: 142 151 135 570
1.1. movement in deferred acquisition costs (1004) (4971)

2. Administrative expenses 77 383 67 492

3. Reinsurance commissions and the share in reinsurers' profits 817 593
VIIL Other technical expenses, net of reinsurers' share 6317 6 348
IX, Movement in risk equalization reserve - -
X. Property and casualty insurance underwriting result 114 104 100 616
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Techrical insurance account - direct insurance

CLASS 10 — Motor vehicle liability - Al liability arising out of the possession and use
land vehicles, including carrier’s liability

I, Premiums 2774 714 2741 249
1. Gross premium written 2620910 2 849 636

2. Reinsurers' share in the gross premium written 11 854 9384

3. Movement in uncamed premium reserve and unexpired risk reserve, gross (165 658) 99 003

4. Reinsuress' share in movement in uneamed premium reserve - -

I1. Net investment income, transferred from the Profit and Loss Account 220 486 194 043

1K1, Other technical income, net of reinsurers' share 37 878 27 363
IV. Claims 2573 629 2305032

1. Claims paid out, net of reinsurers' share 2 006 566 1 896 006

1.1, claims paid out, gross 2119 870 1950 088

1.2. reinsurers' share in claims paid out 113 304 54 082

2. Movement in outstanding claims reserve, net of reinsurers' share 367 063 409 026

2.1. Movement in outstanding claitns reservs, gross 428 624 307 309

2.2, Reinsurers' share in movement in outstanding claims reserve (138 439) (101717}

V, Movement in other technical reserves, net of reinsurers' share - {620)

1. Movement in other technical reserves, gross - {620)

2. Reinsurers' share in movement in other technical reserves - -

VL Bonuses and rebates for the insured, net of reinsurers' share, including 24 9

VII Insurance activifies expenses(1+2-3) 506 760 475 511

I. Acquisition expenses, of which; 199 779 207 814
1.1. movement in deferred acquisition costs 458 {675

2. Administrative expenses 329 452 325 708

3. Reinsurance commissions and the share in reinsurers' profits 22471 58 011

V111, Other technical expenses, net of reinsurers' share 290 847 390 429

1X. Movement in risk equalization reserve - -

X. Property and casualty insurance underwriting result (338 252) (207 704)

Warsaw, 7 March 2010

of self-propelled

30

The attached information constitutes an integral part of the financial statements



Powszechny Zaklad Ubezpieczeri Spolka Akeyjna
Financial Statements for the year ended 31 December 2009

Technical insurance account - direct insurance

CLASS 11 — Aireraft liability — All liability arising out of the possession and use of aircraft, including
carrier’s liability

X. Property and casualty insurance underwriting result

L. Premiums 5188 5 659
I. Gross premium written 7155 6 810

2. Reinsurers' share in the gross premium written 1830 1036

3. Movement in uneamed premium reserve and unexpired risk reserve, gross 176 336

4. Reinsurers' share in movement in unearned premium reserve 40 21
IL. Net investment income, transferred from the Profit and Loss Account 6 -
111 Other technical income, net of reinsurers’ share 11 5
V. Clatms 2156 (601)
1. Claims paid out, net of reinsurers' share 225 572
1.1, claims paid out, gross 225 572

1.2. reinsurers' share in claims paid out - -

2. Movement in outstanding claims reserve, net of reinsurers' share 1931 (1173)
2.1.Movement in outstanding claims reserve, gross 1854 (1178)

2.2. Reinsurers' share in movement in outstanding claims reserve {17 (5)

V., Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -

2. Reinsurers' share in movement in other technical reserves - -
V1. Bonuses and rebates for the insured, net of reinsurers' share, incloding - -
VIL. Insurance activities expenses(1+2-3) 1851 2326
1. Acquisition expenses, of which: 1015 1548
1.1. movement in deferred acquisition costs 67 (65)

2. Administrative expenses 899 718

3. Reinsurance commissions and the share in reinsurers' profits 63 -
VILL Other technical expenses, net of reinsurers' share 147 127
IX, Movement in risk equalization reserve (160) 29
1212 3783
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Technical insurance account - direct insurance

CLASS 12 — Liability for ships in sea and inland navigation, arising out of the possession and use of sea

and inland vessels, including carrier’s liability

1. Premiums 530 450
1. Gross premium written 563 529

2. Reinsurers' share in the gross premium written 38 26

3. Movement in unearned premium reserve and unexpired risk reserve, gross (5 13

4. Reinsurers' share in movement in uneamed premium reserve - -
{1, Net investment income, transferred from the Profit and Loss Account - -
lIII. Other technical income, net of reinsurers' share 4 4
Irv. Claims 221 478
1. Claims paid out, net of reinsurers' share 269 510
1.1. claims paid out, gross 269 510

1.2. reinsurers' share in claims paid out - -

2. Movement in outstanding claims reserve, net of reinsurers' share (48) (32)
2.1 Movement in outstanding claims reserve, gross {48) (31)

2.2. Reinsurers' share in movement in oulstanding claims reserve - 1

V. Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -

2. Reinsurers’ share in movement in other technical reserves - o
V1. Bonuses and rebates for the insured, net of reinsuvers' share, including N -
V11, Insurance activities expenses(1+2-3) 175 148
i. Acquisition expenses, of which: 104 838
1.1. movement in deferred acquisition costs {2} (2)

2. Administrative expenses 71 60

3, Reinsurance commissions and the share in reinsurers' profits - -
VII1. Other technical expenses, net of reinsurers’ share 8 5
IX. Movement in risk equalization reserve 27 (31)
X. Property and casualty insurance underwriting result 103 (106)
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Technical insurance account - direct insurance

CLASS 13 - General liability — Liability other than those forms included in classes 10-12

1. Premiums 427 949 371343
1. Gross premiwm written 448 973 403 228

2, Reinsurers' share in the gross premium written i4 500 10 515

3. Movement in unearned premium feserve and unexpired risk reserve, gross 3228 20 453
4, Reinsurers' share in movement in unearned premium reserve 1704 (217)

I, Net investment income, transferred from the Profit and Loss Account 28 208 25 381
111, Other technical income, net of reinsurers’ share 1117 748
LV, Claims 276 968 259 503
1. Claims paid out, net of reinsurers' share 245 206 133 599
1.1. claims paid out, gross 245 205 133 810

1,2. reinsurers' share in claims paid out (1) 211

2. Movement in outstanding claims reserve, net of reinsurers' share 31 762 125 904
2.1.Movement in outstanding claims reserve, gross 32281 125 512
2.2. Reinsurers’ share in movement in outstanding claims reserve 519 (392)

V. Movement in other technical reserves, net of reinsurers' share - (8 452
1. Movement in other technical reserves, gross - (8452)
2. Reinsurers' share in movement in gther technical reserves - -
V1. Bonuses aud rebates for the insured, net of reinsurers' share, including 157 3
VII. Insurance activities expenses{1+2-3} 14% 523 125172
1. Acquisition expenses, of which: 93 142 79 212
1.1. maovement in deferred acquisition costs (1918) (3 B13)
2. Administrative expenses 56 437 46 088
3. Reinsurance commissions and the share in reinsurers' profits 56 128
VIIL Other techaical expenses, net of reinsurers' share 7634 3535
IX. Movement in risk equalization reserve 21397 18 565
X. Property and casualty insurance underwriting result 1595 (385)
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Technical insurance account - direct insurance

CLASS 14 — Credit insurance

X. Property and casualty insurance underwriting result

I. Premiums 14 887 16 553
1. Gross premium written 17 232 9493

2. Reinsurers' share in the gross premium written 1870 3338

3, Movement in uneamed premium reserve and unexpired risk reserve, gross 456 (11 145)

4, Reinsurers' share in movement in uneamed premium reserve {19) (747)
II. Net investment income, transferred from the Profit and Loss Account - -
1L Other technical income, net of reinsurers' share 1288 581
1V. Claims 189 (2 508)
1. Claims paid out, net of reinsurers' share 978 210
1.1. claims paid out, gross 1 807 418

1.2, reinsurers' share in claims paid out 829 208

2, Movement in outstanding claims reserve, net of reinsurers' share (789) (2718)
2.1 Movement in outstanding claims reserve, gross (636) (3 899

2.2, Reinsurers’ share in movement in outstanding claims reserve 153 (1181)

V. Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -

2. Reinsurers' share in movement in other technical reserves - -
V1. Bonuses and rebates for the insured, net of reinsurers' share, including 212 308
VII. Insurance activities expenses(1+2-3) 1472 (212)
1. Acquisition expenses, of which: 224 149
1.1. movement in deferred acquisition costs 18 4

2. Administrative expenses 2 166 10835

3. Reinsurance commissions and the share in reinsurers’ profits 918 1446
ViLl. Other technical expenses, net of reinsurers' share 159 851
1X. Movement in risk equalization reserve 1844 739
12299 17 956
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Technical insurance account - direct insurance
Class 15 — Suretyship
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I. Preminms 3528 18 713
1. Gross premium wrifien 43 841 44 669
2. Reinsurers' share in the gross premium written 14 150 16 832
3. Movement in unearned premium reserve and unexpired risk reserve, gross 38633 13 596
4, Reinsurers' share in movement in uncarned premium reserve 12 470 4472
I1. Net investment income, transferred from the Profit and Loss Account - -
1L Other technical income, net of reinsurers' share 153 80
IV. Claims 3 423 (396)
1, Claims paid out, net of reinsurers' share (552} (78)
1.1. claims paid out, gross {140) (14)
1.2, reinsurers' share in claims paid out 412 64
2. Movement in outstanding claims reserve, net of reinsurers' share 3975 (318)
2.1.Movement in outstanding claims reserve, gross 5083 (699)
2.2. Reinsurers' share in movement in outstanding claims reserve 1108 (381)
V., Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -
2, Reinsurers' share in movement in other technical reserves - N
VI. Bonuses and rebates for the insured, net of reinsurers’ share, including - -
VII. Insurance activities expenses(1+2-3) (1367) 4 664
1. Acquisition expenses, of which: 5 557 5926
1.1. movement in deferred acquisition costs (1511) (2275)
2, Administrative expenses 5511 5106
3. Reinsurance commissions and the share in reinsurers' profits 12 435 6368
VIIL. Other technical expenses, net of reinsurers' share 156 145
IX. Movement in risk equalization reserve (131) 131
X. Property and casualty insurance underwriting result 1600 14249
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Technical insurance account - direct insurance

CLASS 16 — Insurance of various financial risks

I. Premiums 95929 88 023

1. Gross premium wriften 149222 82511

2. Reingurers’ share in the gross premium writien 8356 8 544

3. Movement in unearmed premium reserve and unexpired risk reserve, gross 34 594 (19.023)

4. Reinsurers' share in movement in uneamed premium reserve (10 343) (4967)

I1. Net investment income, transferred from the Profit and Loss Account - -

111, Other technical income, net of reinsurers' share 17 082 92

IV, Claims 37 216 2756

1. Claims paid out, net of reinsurers' share 19 326 4272

1.1, claims paid out, gross 12 792 4627

1.2, reinsurers' share in claims paid out {6 534) 355

2. Movement in outstanding claims reserve, net of reinsurers' share 17 850 (1516)

2.1.Movement in oulstanding claims reserve, gross 18254 (1091)

2.2. Reinsurers' share in movement in cutstanding claims reserve 364 425

V. Movement in other technical reserves, net of reinsurers' share - (95)
1. Movement in other technical reserves, gross - (93)

2. Reinsurers' share in movement in other technical reserves - -

VI. Bonuses and rebates for the insured, net of reinsurers’ share, including 702 1

VIL Insurance activities expenses(1+2-3) 141 704 56 193

1. Acquisition expenses, of which: 123 717 46 872

1.1. movement in deferred acquisition costs (34 793) 5311

2. Administrative expenses 18758 9431

3. Reinsurance commissions and the share in reinsurers' profits 771 110

VIIL Other technical expenses, net of reinsurers' share 1608 17 959

IX. Movement in risk equalization reserve {1154) (803)

X. Property and casualty insurance underwriting result {67 025) 12104
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Technical insurance account - direct insurance

CLASS 17 - Insurance of legal protection

&, ypmeTe: 7k 1

1. Premiums 813 928
1. Gross premium written 800 1112

2. Reinsurers' share in the gross premium wriiten - -

3. Movement in uneamed premium reserve and unexpired risk reserve, gross {13) 184

4, Reinsurers' share in movement in uneamed premium reserve - -

I1. Net investment income, transferred from the Profit and Loss Account - -

111 Cither technical income, net of reinsurers' share 3 9

1V. Claims 1459 1648

1. Claims paid out, net of reinsurers' share 1151 927

1.1. claims paid out, gross 1151 927

1.2. reinsurers' share in claims paid out - -

2. Movement in outstanding claims reserve, net of reinsurers' share 308 721

2.1.Movement in outstanding claims reserve, gross 308 121

2.2, Reinsurers' share in movement in outstanding claims reserve - -

V. Movement in other technical reserves, net of reinsurers' share - (21)
1. Movement in other technical reserves, gross - {21

2. Reinsurers' share in movement inl other technical reserves - M

V1. Bonuses and rebates for the insured, net of reinsurers' share, including - -

VIL Insurance activities expenses(1+2-3) 237 148

1. Acquisition expenses, of which; 136 21

1.1. movement in deferred acquisition costs {8) (1)

2. Administrative expenses 101 127

3. Reinsurance commissions and the share in reinsurers’ profits - -

VIII. Other technical expenses, net of reinsurers' share 11 1

IX. Movement in risk equalization reserve - -

X. Property and casualty insurance underwriting result (891) (839)
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Technical insurance account - direct insurance

CLASS 18 - Insurance of assistance and benefits to persons encountering difficulties while traveling or

when away from their place of residence

X. Property and casuaity insurance underwriting result

{il

I. Premiums 122110 96 326
1. Gross premtum written 148 221 93 948
2. Reinsurers' share in the gross premium written (1 154) -
3. Movetnent in unearned premium reserve and unexpired risk reserve, gross 27263 (2378)
4. Reinsurers' share in movement in unearned premium reserve - -
1L Net investment income, transferred from the Profit and Loss Account - -
1(I. Other technical income, net of reinsurers’ share 45 23
IV, Claims 59 076 42 552
1. Claims paid out, net of reinsurers' share 54 670 39 575
1.1. claims paid out, gross 51751 39 430

1.2, reinsurers’ share in claims paid out (2919) (145
2. Movement in outstanding claims reserve, net of reinsurers' share 4 406 2977
2.1.Movement in outstanding claims reserve, gross 4263 3007
2.2. Reinsurers' share in moverent in outstanding claims reserve (143} 30
V. Movement in other technical veserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -
2. Reinsurers' share in movement in other technical reserves - -
V1, Bonuses and rebates for the insured, net of reinsurers’ share, including - -
V11 Insurance activities expenses(1+2-3) 41 734 24 383
1. Acquisition expenses, of which: 23 097 13 645
1.1. movement in deferred acquisition costs (4017 266
2, Adminisirative expenses 18 632 10 738
3. Reinsurance commissions and the share in reinsurers' profits (5) -
VILI. Other technical expenses, net of reinsurers’ share 459 203
1X. Movement in risk equalization reserve - -
20 886 29211
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V. TECHNICAL INSURANCE ACCOUNT - TOTAL

>

s

INWARD RE

I. Premiums 80 033 72 588
1. Gross premiym written 66 126 75 254

2. Reinsurers' share in the gross premium written 7141 3565

3. Movement in uneamed premium reserve and unexpired risk reserve, gross (17 129) 1068

4. Reinsurers' share in movement in unearned premium reserve 3924 1967
I1, Net investment income, transferred from the Profit and Loss Account - -
IIII. Other technical income, net of reinsurers’ share 4234 11787
[V. Claims 39516 47971
1. Claims paid out, net of reinsurers' share 46 582 18 670
1.1, claims paid out, gross 46 631 18 670

1.2. reinsurers' share in claims paid out 49 -

2. Movement in ouistanding claims reserve, net of reinsurers' share (7 066) 29 301
2.1.Movement in outstanding claims rescrve, gross (7 080) 29 537

2.2. Reinsurers' share in movement in outstanding claims reserve (14) 236

V. Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -

2. Reinsurers' shate in movement in other technical reserves N N
V1. Bonuses and rebates for the insured, net of reinsurers' share, including - -
VII. Insurance activities expenses(1+2-3} 20639 33979
1. Acquisition expenses, of which: 12 326 25378
1.1. movement in deferred acquisition costs 7308 533

2. Administrative expenses 8313 8 601

3. Reinsurance commissions and the share in reinsurers' profits - -
VIII. Other technical expenses, net of reinsurers' share 10 561 5590
IX. Movement in risk equalization reserve (95) 308
X. Property and casualty insurance underwriting result 13 651 (3473)

In 2008-2009 PZU carried out inward reinsurance activities in all accounting classes, except for classes 8 and 9.
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Technical insurance account —inward reinsurance

ACCOUNTING CLASS 1 - Accidents and sickness (classes 1 and 2)

¢ el :

= beember20 o
I. Premiums 863 338
1. Gross premium written 856 252
2. Reinsurers' share in the gross premium written - -
3. Movement in unearned premium reserve and unexpired risk reserve, gross {7} (86)
4, Reinsurers' share in movernent in unearned premium reserve - -
IL. Net investment income, transferred from the Profit and Loss Account - -
I11. Other technical income, net of reinsurers' share 30 5
1V. Ciaims (81} 92
1. Claims paid out, net of reinsurers' share - 107
1.1. claims paid out, gross - 107
1.2. reinsurers' share in claims paid out - -
2. Movement in outstanding claims reserve, niet of reinsurers’ share (1) (15)
2.1.Movement in outstanding claims reserve, gross (81) (15)
2.2. Reinsurers' share in movement in outstanding claims reserve - -
V. Movement in other technical reserves, net of reinsurers’ share - -
1. Movement in other technical reserves, gross - -
2. Reinsurers' share in movement in other technical reserves - N
VI. Bonuses and rebates for the insured, net of reinsurers' share, including - -
V11, Insurance activities expenses(1+2-3) 109 30
1. Acquisition expenses, of which: 1 i
1.1. movement in deferred acquisition costs - -
2. Administrative expenses 108 29
3. Reinsurance commissions and the share in reinsurers' profits - -
VIIL. Other technical expenses, net of reinsurers' share 36 3
|IX. Movement in risk equalization reserve - (1)
IX. Property and casualty insurance underwriting result 829 219
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Technical insurance account —inward reinsurance

ACCOUNTING CLASS 2 - Motor third party liability (class 10)

I. Premiums 23 622 29 490
1. Gross premium written 4118 33317
2. Reinsurers' share in the gross premium written - -
3. Movement in unearned premium reserve and unexpired risk reserve, gross {19 504) 3827

4. Reinsurers' share in movement in uncamed premium reserve - -
I1. Net investment income, trausferred from the Profit and Loss Account - -

111 Other technical income, net of reinsurers' share 1503 6029
IV. Claims 19151 22 686
1. Claims paid out, net of reinsurers' share 23 504 8948
1.1, claims paid out, gross ' 23 904 8948

1.2. reinsurers' share in claims paid out - -

2. Movement in outstanding claims reserve, net of reinsurers' share {4 753) 13738
2.1.Movement in outstanding claims reserve, gross {4753) 13 738

2.2. Reinsurers' share in movement in outstanding claims reserve
V. Movement in ofher techoical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -
2, Reinsurers' share in movement in other technical reserves -
V1. Bonuses and rebates for the insured, net of reinsurers' share, including

VII. Insurance activities expenses(1+2-3) 1703 15 762
1. Acquisition expenses, of which: 1185 11954
1.1. movement in deferred acquisition costs 4254 (1371
2. Administrative expenses 518 3808
3, Reinsurance commuissions and the share in reinsurers' profits - -
VIIL Other technical expenses, net of reinsurers' share 6228 3 588
IX. Movement in risk equalization reserve - ' -
X. Property and casualty insurance underwriting result (1 957) (6 517)
Warsaw, 7 March 2010
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Technical insurance account —inward reinsurance

ACCOUNTING CLASS 3 - Motor, other classes (class 3)

- m—— = g

1, Preminms 15372 21 434
1. Gross premium written 1807 22124

2. Reinsurers’ share in the gross premium written - -

3, Movement in unearned premium reserve and unexpired risk reserve, gross (13 565) 690

4. Reinsurers' share in movement in uneamed premium reserve - -
I1. Net investment income, transferred from the Profit and Loss Account - -
1L Other technical income, net of reinsurers' share 976 4376
1V. Claims 5075 18 542
1. Claims paid out, net of reinsurers’ share 17238 6218
1.1, claims paid out, gross 17238 6218

1.2. reinsurers' share in claims paid out - -

2. Movement in outstanding claims reserve, net of reinsurers’ share (12 163} 12324
2.1.Movement in outstanding claims reserve, gross (12 163) 12 324

2.2. Reinsurers' share in movement in outstanding claims reserve - -

V. Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -

2. Reinsurers' share in movement in other technical reserves - -
VI. Bonuses and rebates for the insured, net of reinsurers' shave, including - -
VIL Insurance activities expenses(1+2-3) 4309 12 358
1. Acquisition expenses, of which: 4082 9 829
1.1. movement in deferred acquisition costs 3097 1904

2. Administrative expenses 227 2529

3. Reinsurance commissions and the share in reinsurers' profits - -
VIIL Other technical expenses, net of reinsurers' share 3 666 1260
IX. Movement in risk equalization reserve - -
X, Property and casualty insurance underwriting result 3298 (6 350)
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Technical insurance account ~inward reinsurance

ACCOUNTING CLASS 4 - Marine, aviation and transport (classes 4, 5, 6 and 7)

— ST
AR : 2 ECe]

1. Premivms 4 064 334

1, Gross premium written 3091 3178

2. Reinsurers' share in the gross premium written 66 -

3. Movement in unearned premium reserve and unexpired risk reserve, gross {1 039) (i56)

4. Reinsurers' share in movement in uncamed premium reserve - -

1, Net investment income, transferred from the Profit and Loss Accouat B -

I1I. Other technical income, nef of reinsurers' share 107 594

frv. Claims 140 1714

1. Claims paid out, net of reinsurers' share ) 1172 1542

1.1. claims paid out, gross 1172 1542

1.2. teinsurers' share in claims paid aut - -

2. Movement in outstanding claims reserve, net of reinsurers’ share {1032) 172

2.1, Movement in outstanding claims reserve, gross (1032) 172

2.2. Reinsurers' share in movement in outstanding claims reserve - -

V. Movement in other technical reserves, net of reinsurers' share - -

1. Movement in other technical reserves, gross - -

2. Reinsurers' share in movement in other technical reserves - -

V1. Bonuses and rebates for the insured, net of reinsurers' share, including - -

VIL. Insurance activities expenses(1+2-3) 760 865

1. Acquisition expenses, of which: 371 502

1.1, movement in deferred acquisition costs . - -

2. Administrative expenses 389 363

3. Reinsurance commissions and the share in reinsurers' profits - -

VIIL Other technical expenses, net of reinsurers’ share 183 25

IX. Mavemient in risk equalization reserve (111} 43

X. Property and casualty insurance underwriting result 3199 1281
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Technical insurance account —inward reinsurance

ACCOUNTING CLASS 5 - Fire and other damage to property (classes 8 and 9)

1. Premiums 23 146 i0 338
1. Gross premiwm written 43 624 879

2. Reinsurers' share in the gross premium written 6574 2514

3. Movement in unearned premium reserve and unexpired risk reserve, gross 18285 {2 650}

4. Reinsurers' share in movement in uneamned premium reserve 4381 1366
I1. Net investment income, transferred from the Profit and Loss Aecount - -
IIT. Other technical income, net of reinsurers' share 1415 682
IV, Claims 2248 1294
i, Claims paid out, net of reinsurers' share 1893 1038
1.1. claims paid out, gross 1898 1038

1.2. reinsurers' share in claims paid out 5 -

2, Movement in outstanding claims reserve, net of reinsurers' share 355 256
2.1.Movement in outstanding claims 1eserve, gross 360 259

2,2, Reinsurers' share in movement in outstanding claims reserve 5 3

V. Movement in other technical reserves, net of reinsurers’ share - -
1. Movement in other technical reserves, gross - - -
2. Reinsurers' share in movement in other technical reserves - -
V1. Bonuses and rebates for the insured, net of reinsurers' share, including

VIL Insurance acfivifies expenses(1+2-3) 9 642 1 869
1. Acquisition expenses, of which: 4158 864
1.1. movement in defimred acquisition costs (43} -

2. Adminisirative expenses 5484 1 0035

3, Reinsurance commissions and the share in reinsurers' profits - -
VIIL Other technical expenses, net of reinsurers' share 367 675
IX. Movement in risk equalization reserve 256 21
X. Property and casualty insurance underwriting result 12 048 7161
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Technical insurance account —inward reinsurance

ACCOUNTING CLASS 6 - Third party liability (classes 11, 12 and 13)

I. Premiums 6915 4142
1. Gross premium written 5732 4761

2. Reinsurers’ share in the gross premium writien 2 -

3. Movement in uneamed premium reserve and unexpired risk reserve, gross {1 185) 619

4. Reinsurers' share in movement in uneamed premium reserve - -
I1. Net investment tncome, transferred from the Profit and Loss Account - -
1IL. Qther technical income, net of reinsurers' share 33 74
IV. Claims 10 503 2 896
1. Claims paid out, net of einsurers' share 1823 742
1.1. claims paid out, gross 1823 742

1.2. reinsurers' share in claims paid out - -

2. Movement in outstanding claims reserve, net of reinsurers’ share 8 680 2154
2.1.Movement in outstanding claims reserve, gross 8 680 2154

2.2. Reinsurers' share in movement in outstanding claims reserve - :

V. Movement in ather technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -

2. Reinsurers' share in movement in other technical reserves N -
VI. Bonuses and rebates for the insured, net of reingurers' share, including - -
VII. Insurance activities expenses(1+2-3) 2631 2319
1. Acquisition expenses, of which: 1911 1775
1.1. movement in deferred acquisition costs - -

2. Administrative expenses 720 544

3. Reinsurance commissions and the share in reinsurers' profits - -
VIII. Other technical expenses, net of reiunsurers' share 44 17
IX. Movement in risk equalization reserve (223) 223
X. Property and casualty insurance underwriting result (6 007) {1239)
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Technical insurance account —inward reinsurance

ACCOUNTING CLASS 7 - Credit and suretyship (classes 14 and 15)

A tk il ' e
S & &

1. Premiums 488 1410
1. Gross premium written 278 987

2. Reinsurers' share in the gross premium written - -

3. Movement in uneamed premium reserve and unexpired risk reserve, gross (210) (423)

4. Reinsurers' share in movement in unearned premivm reserve - -
I1. Net investment income, transferred from the Profit and Loss Account - -
IIL. Other technical income, net of reinsurers' share - 12
1V, Claims 23 115
1. Claims paid cut, net of reinsurers' share 18 75
1.1. claims paid out, gross 18 75

1.2, reinsuzers' share in claims paid out - -

2. Movement in outstanding claims reserve, net of reinsurers' share 3 40
2.1.Movement in outstanding claims reserve, gross 5 40

2.2. Reinsurers' share in movement in outstanding claims reserve - -

'V, Movement in other technical reserves, net of reinsurers' share - -
I. Movement in other technical reserves, gross - -

2. Reinsurers' share in movement in other technical reserves N -
V1. Bonuses and rebates for the insured, net of reinsurers' share, including - -
V1. Insurance activitics expenses(1+2-3) 265 546
1. Acquisition expenses, of which: 230 433
1.1, movement in deferred acquisition costs - -

2. Administrative expenses 35 113

3. Reinsurance commissions and the share in reinsurers' profits - -
VIIL Other technical expenses, net of reinsurers' share 13 -
[X. Movement in risk equalization reserve (17} 22
X. Property and casualty insuvance underwriting result 204 39
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Technical insurance account —inward reinsurance

ACCOUNTING CLASS 10 - Miscellaneous (class 16)

X. Property and casualty insurance underwriting result

I. Premiums 5 568 2102
1. Gross premium written 6620 183%

2. Reinsurers' share in the gross premium written 499 1051

3. Movement in unearned premium reserve and unexpired risk resetve, gross 26 (713)

4. Reinsurers' share in movement in uneamed premium reserve 457 601

I1. Net investment income, transferred from the Profit and Loss Account - -
I, Other technical income, net of reinsurers' share 170 15
TV. Claims 2 457 632
1. Claims paid out, net of reinsurers' share 534 -
1.1, claims paid out, gross 578 -

1.2. reinsurers' share in claims paid out 44 -

2, Movement in cutstanding claims reserve, net of reinsurers' share 1523 632
2.1 Movement in outstanding claims reserve, gross 1904 865

2.2, Reinsurers' share in movement in cutstanding claims reserve (19) 233

V. Movement in other technical reserves, net of reinsurers' share - -
1. Movement in other technical reserves, gross - -

2. Reinsurezs' share in movement in other technical reserves - -
V1. Bonuses and rebates for the insured, net of reinsurers’ share, including - -
VII. Insurance activities expenses(1+2-3) 1220 230
1. Acquisition expenses, of which: 388 20
1.1. movement in deferred acquisition costs - -

2, Administrative expenses 832 210

3. Reinsurance commissions and the share in reinsurers’ profits - -
VIIL Other technical expenses, net of reinsurers' share 24 22
IX. Movement in risk equalization reserve - -
2037 1233
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VL GENERAL PROFIT AND LOSS ACCOUNT

I. Property and casualty underwriting result 166 308 718 263
11, Investment income 3035222 3528 514
1. from property 10 325 6443
2. from investments in subordinated entities, of which: 1421 145 2170349
2.1. shares 1421 093 2 167 480
2.2, loans and debt securities 52 2 869
2.3. other investments - -
3. Income from other financial investments, of which: 1239601 1 289 635
3.1. shares, variable income securities, participation units and certificates in
investment funds 16 196 51469
3.2. debt securities and other fixed income securities 1226 700 1 133 623
3.3. term deposits with financial institutions {41 769) 70 457
3.4. other investments 38474 34 086
4,Gains on impairment of investments 45 605 1158
5. Gains on realization of investments - . 318 546 60 929
I11, Unrealized gains on investments 104 869 13 334
IV, Net investment income transferred from Life Revenue Account - a
V. Cost of investing activities 243 358 282 289
1.Cost of property maintenance 629 465
2. Other costs of investing activities 16 424 12816
3.Losses on impairment of investments 87 051 85 630
4. Losses on realization of investments 139 254 183 378
V1. Unrealized losses on investients 59 350 464 660
V1I.Net investment income transferred to the Property and Casualty Revenue
Account 248 700 219 426
VIIL Other operating income X.21 177 755 41315
X, Other operating expenses X.22 234 007 51913
X. Operating profit/(loss) 2698739 3283138
X1, Extracrdinary gains - -
XII. Extraordinary losses - -
XIIT. Gross profit/(loss) 2 698 739 3283138
X1IV. Corporate income tax X.23 188 360 256 340
a) current 150 965 257 064
b) deferred 37 395 724
XV. Other obligatory decreases of profit /(increases of loss) - -
XVI. Net profit/(loss) 2510379 3 026 798
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VIL STATEMENT OF CHANGES IN EQUITY

I. Shareholders' equity at the bevinning of the period

19151 579

17 017 442

a) adjustments due to fundamental errors

1, a. Shareholders’ equity at the beginning of the period, after adiustments

15151 579

17017 442

1, Share capital at the beginning of the period

86 352

1.1. Chanpes-in share capital

86 352

a) increases

b) decreases

1.2.8hare capita] at the end of the period

2. Unpaid share capital at the beginning of the period

2.1, Changes in unpaid share capital

a) increases

b} decreases

2,2, Unpaid share capital at the end of the period

3. Treasury shares at the beginnin he period

13.1. Changes in treasury shares

1 a) increases

b) decreases

3.2, Treasury shares at the beginning of the period

4, Reserve capital at the beginning of the perlod

10 245 766

8 825 562

4.1. Changes in reserve capital

(8993 552)

1420204

a) increases {due to:)

3 005 964

1420204

3005 798

1420088

- profit appropriation (in excess of statutory amounts)
- from revaluation reserve- disposal of fixed assets

166

116

b) decreases {(due to:)

11 999 516

- creation of a reserve capital tg finance advance payments against dividend

11 999 516

4,2, Reserve capital at the en he period

1252214

10 245 766

5. Revaluation reserve at the beginning of the period

5 792 663

6 675 440

5.1. Changes in revaluation reserve

1520 335

(882 777}

a) increases (due to:)

1776510

486 504

- valuation of financial investments

1 735 281

417 551

- transfer of impairment losses on investments available-for-sale

35 229

69 353

b} decreases (due to:)

250175

1369 681

- valuation of financial investments

250 009

1 369 565

- disposal and liguidation of fixed assets

166

116

5.2. Revaluation reserve at the end of the period

7312 998

5792 663

6. Other reserves at the beginning of the period
6.1, Changes to other reserves

a) increases (due to:)

11999 516

- creation of a reserve capital to finance advance pavments against dividend

1§ 999 516

b) decreases {(due to:)

11 999 516

- advance payments against dividend

11999 516

6.2, Other reserves at the end of the period

7. Accumulated profits from previous vears at the beginning of the period

3 026 798

1430 088

7.1, Accumulated profits from previous years at the beginning of the period

3 026798

1430088

a) adjustments due to fundamental emors

7.2. Accumulated profits from previous years at the beginning of the perjod, after

3026798

1 430 088

a) increases

b} decreases {due to:)

3026798

1430088

- transfer to reserve capital

3005798

1420088

- transfer to the Social Fund

21000

10 Q00

lated profits fr: i rs at th f the peri

7.4. Accumulated losses from previous years at the beginning of the neriod

a) changes in accounting policies

7.5. Accumulated losses from nrevigug 1ears at the beginning of the period, after adiustments
7 6 mul; losses from previo at the end of the peri

7.7, Agcumulateg profits/{losses) from nrgvmus vears at the end of the period

SNe

1759978

3 026 798

a) net nroﬂt

2510379

3026 798

b) net loss

) profit appropriation

750401

10 411 542

19151 579

II. Shareho s’ theen ol't iod

10411 542

19 130 579

“Shareholders’ equity after proposed appropriation of profit/absorbtion of losses” has been calculated mcludmg

the issue specified in point 7.3 of Additional information and explanations
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VIIL CASH FLOW STATEMENT

A, Net cash flows from operafing activifies (52 640} 416 512

L Inflows 9042 428 8 823 529
1. Cash inflows from direct insurance and reinsurance inwards, of which: 8104 258 8 487 583
1.1. Gross premium written 7918 445 8247 122
1.2. Salvages, subrogations and recoveries 112 741 206 380
1.3. Other 73072 34 081
2. Cash inflows from _reinsurance oubvards 203 572 112 287
2.1. Cash inflows from reinsurers' share in claims paid 166 340 99 596
2.2, Cash inflows from reinsurance commission and the share in reinsurers’ profits 11781 9073
2.3. Other : 25 451 3618
3, Cash inflows from other operating activities 734 598 223 659
3.1. Proceeds from average adjuster services rendered 123 972 135 519
3.2, Sale of intangible assets and tangible fixed assets other than investments 2249 2523
3.3. Other inflows 608 377 85617
11, OQutflows 9 095 068 8 407 017
1.Cash ountflows from direct insurance and reinsurance inwards 7 482 808 7320102
1.1. Gross premium retums 141 975 145222
1.2. Claims paid out, gross 4 498 827 4158454
1.3. Acquisition expenses : 844 272 837 444
1.4, Administrative expenses 1551 424 1 628 713
1.5. Costs of loss adjusting services and subrogation collection 211 563 177113
1.6. Commissions paid out and the share in profits from reinsurance inwards 24 413 17358
1.7.0ther outflows 210334 355 798
2. Cash outflows from reinsurance outwards 141 591 155 954
2.1. Premiums paid in respect of reinsurance 114 692 102 628
2.2. Other outwards reinsurance expenses 26 899 53326
3. Other operating expenses 1470 669 930 961
3.1. Expenses relating to average adjuster services rendered 448 792 339293
3.2. Purchase of intangible assets and tangible fixed assets other than investments 108 026 80122
3.3. Other 913 851 511 546
B. Net cash flow from investing activities 7954 992 {352 008)
I, Inflows 206 579 993 161 197 068
1, Sale of praperty - -
2. Sales of shares in subordinated entities 20 1t1 19
3. Sale of shares in other entities, participation units and investment certificates in investment funds
646 562 502 166
4. Sale of debt securities issued by subordinated entities and loans repaid by those entities 32200 43233
5. Sale of debt securitics issued by other entities 23 594 485 13 187 030
6. Withdrawal of term deposits with financial institutions 74 891 537 63 598 476
7. Sale of other investments 105938 186 81 622 546
8. Inflows from property 8337 7713
9. Interest received 14315 26 842
10. Dividends received 1434 260 2209017
11. Other inflows - 26
I1, Quiflows 198 625 001 161 549 076
1, Purchase of property - 244 919
2. Purchase of shares in subordinated entities 11 103 176 074
3. Purchase of shares in the entities, participation units and investment certificates in investment
funds 695 946 792 149
4. Purchase of debt securities issued by subordinated entities and loans granted to those entities - 32200
5. Purchase of debt securities issued by other entities and loans granted to those entities 18 837 296 15 876 168
6. Creation of term deposits with financial institutions 74 130 062 63 935478
7. Acquisition of other investments 104 906 962 80 478 480
8. Quiflows from property maintenance 7 487 5707
9. Other expenses and investments 36 145 7901
C. Net cash flows from financing activities (8 029 975} (3 840)
L. Inflows 4712 755 1516
1. Net inflow from issuance of shares and additional payments to share capital - -
2. Loans and credits and issuance of debt securities - 4712755 - 1516
3. Other - -
Warsaw, 7 March 2010 50
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II. Outflows 2 742 730 5356
1. Dividends paid 12 742 237 3851
2. Outflows due to appropriation of profit other than payments to shareholders - -
3. Re-acquisition of own shares - -
4. Repayment of loans and credits and redemption of debt securities 493 1502
5. Interest on loans and credits and debt securities issued - 3
6. Other outflows from financing activities - -
D, Total net cash flows (127 623) 60 664
E. Balance sheet change in cash and cash equivalents, of which: (128 439) 60 161
1. change in cash and cash equivalents due to foreign exchange differences Bi6 503
F. Cash and cash equivalents at the beginning of the period 256 239 196 078
G, Cash and cash equivalents at the beginning of the period, of which: 127 800 256 239
1. of restricted use 53122 67 344
Warsaw, 7 March 2010 51

The attached information constitutes an integral part of the financial statements



Powszechny Zaklad Ubezpieczed Spdtka Akeyjna
Financial Statements for the year ended 31 December 2009

IX. ACTUARY’S OPINION

As of 31 December 2009, the technical provisions created by Powszechny Zakiad Ubezpieczeft Spitka Akcyjna
using the insurance mathematics, were determined correctly.

Pawetl Chadysz
Chief Actuary at PZU SA

Warsaw, 7 March 2010
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2. Investments

Currency structure of investments as of 31 December 2009

Total 25979682 | 690362 7834 81245 6 650 - 26 765 773
1. Property 600 110 - - - - - - 600 110
1I. Investments in subordinated

entities 7 622 754 - - 81 245 6 650 - - 7710 649
111, Other financial investments 17 756 818 678 208 7069 - - - - 18 442 095
IV. Deposits due from cedants - 12 154 765 - - - - 12919

Currency structure of investments as of 31 December 2008

HICT]: § :
Total 29 985 604 317 599 8290 93 650 40 429 1529 4270 30 451 371
1. Property 602 697 - - - - - - 602 697
I Investments in subordinated
entities 6201 669 - - 93 650 40 429 - - 6335748
II1. Other financial investments 23181238 307 986 53563 - - 1529 4263 23 500579
TV. Deposits due from cedants - 9613 2727 - - - 7 12 347
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2.1. Investments in subordinated entities

e LI

a) shares, of which:

7702 725

6303 548

in subsidiaries 7702725 6290769

in associates - 12779
{b) loans granted, of which: - 32200
in subsidiaries - 32200

¢) deht securities - -
d) other investment (by type) 794 -
paid up unregistered share capital of PZLJ Pomoc SA 7924 -
Investments in subordinated eatities, total 7 710 649 6335748

The loan to Ogrodowa - Inwestycje Sp. z o.0. in the amount of PLN 32,200 thousand, presented as of 31
December 2008 under “loans granted to subordinated entities” was fully paid up in 2009.

Securities in subordinated entities

Securities admitted to public trading on a regular market

110

Securities in subordinated entities by marketability

7474434

- domestic 110 -
Securities not admitted to public trading on a regular market 7474 324 6 088 902
- domestic 7386 428 5954823
- foreign - the UE countries 81 245 93 650
- foreign- other countries 6 650 40429
{Securities in subordinated entities, total 7474 434 6 08§ 902

6 088 902

Securities with unlimited marketability
- domestic 7 386 539 5954 8§23
- foreign - the UE countries 81245 93 650
- foreign- other countries 6 650 40429
Securities with [imited marketability - -
Total securities in subordinated enfities, by marketability 7 474 434 6 088 902

As of 31 December 2009 and 31 December 2008, PZU did not have any securities in subordinated entities,
guaranteed by the State Treasury or international organizations which Poland has joined or local authorities.
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Powszechny Zaklad Ubezpieczen Spoika Akcyjna
Financial Statements for the year ended 31 December 2009

2.1.1 Sale of shares in PTR

On 12 January 2009, PZU sold all shares (12,500 thousand) in an associate, PTR, for PLN 20,000 thousand, i.e.
PLN 1.60 per share, and the transaction increased the gross financial result for 2009 by PLN 7,221 thousand.

212 PZU Pomoc

A notarized deed incorporating PZU Pomoc was signed on 24 February 2009,

The share capital of PZU Pomoc is PLN 3,000 thousand and is divided into 300,000 A series shares with
the nominal value of PLN 10.00 each. The sole founder and shareholder is PZU. The capital was full paid up on
4 March 2009.

PZU Pomoc was entered in the register of entrepreneurs on 18 March 2009, by the Registration Court for
the capital city of Warsaw, XII Business Division of the National Court Register.

PZU Pomoc has been carrying out operating activities since 8 May 2009, and the key scope of its activities is
assistance and medial services.

On 18 December 2009, the Extraordinary Shareholders’ Meeting of PZU Pomoc adopted a resolution on
increasing the share capital of the Company by PLN 865 thousand by means of issuing 86,500 ordinary
registered shares, B series, with the nominal value of PLN 10 each. The issue price was PLN 91.60 per share,
i.e. PLN 7,923 thousand in total. Pursuant to the agreement for assumption of all shares by PZU, concluded
between PZU and PZU Pomoc on 21 December 2009, PZU made a payment for the shares on 23 December
2009.

By the date of signing theses financial statements, the increase in the share capital of PZU had not been
registered in the National Court Register.

213 Ipsilon

A notarized deed incorporating Ipsilon was signed on 24 February 2009.

The share capital of the Company is PLN 50 thousand and is divided into 1,000 with the nominal value
of PLN 50 each. The sole founder and shareholder is PZU. The capital was full paid up on 18 March 2009.

By the date of signing these financial statements, Ipsilon had not started operating activities.

2.14 Change in the legal form of Ukrainian insurance companies

The Ukrainian Joint-Stock Companies Act which came into force on 30 April 2009 changed the classification
of joint-stock companies. The act replaced the existing division into open and closed joint-stock companies and
introduced public and private companies.

On 16 November 2009, the Extraordinary Shareholders’ Meetings of OJSC IC PZU Ukraine and OJSC IC PZU
Ukraine Life Insurance adopted resolutions to change the organization of the companies from open joint-stock
companies to private joint-stock companies. Since the day of registration of changes in the articles of association
on 17 November 2009, the companies have been operating under the following business names:

s Private Joint-Stock Insurance Company PZU Ukraine (PrJSC IC PZU Ukraine);

e  Private Joint-Stock Insurance Company PZU Ukraine Life Insurance (PrJSC IC PZU Ukraine Life
Insurance);
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2.2, Other financial investments

Other financial investments, by portfolio classification

e FLTTT R o

1034 448

BRI

a) financial assets held for trading 763 605

b) financiat assets available-for-sale 8109 874 10 729 201
c} financial assets held to maturity 9018 643 10 309 777
d) loans and receivables, of which: 549 973 1427153
- term deposits with financial institutions 373225 1157412
Totidl other financial investrents, by portfolio elassification 18 442 095 23 500579

Securities by those admitted and not admitted to trading

1) admitted to p ding on a regulated markel 17 550 062 21 844131
- domestic 17 103 628 21 836 857
- foreign - the UE countries 4456 434 3011
- foreign- other countries - 4263
2) not admitted to public frading on a regulated market 303 063 204 065
- domestic 233121 204 065
- foreign - the UE countries 69 942 -
- foreign- other countries - -
Total securities (other financial investments) 17 BS3 125 22 048 196

Securities by marketability

Securities - guaranteed by state and international institutions

1) with unlimited marketability 17 853 125 22 048196
- domestic 17 336 748 22 040922

- foreign - the UE countries 516 376 3011

- foreign- other countries - 4263
2) with limited marketability - -
|Total securities (other financial investments), by marketahility 17 853 125 22 048 196

1) Securities issued or guaranteed by State Treasury or intemational organizations to which Poland

belongs 15 835 848 20 895 180
- domestic 15 835 848 20 895180
- foreign - the UE countries - - -
- foreign- other countries - -

2) Securities issued or guaranteed by local governments - .

Other financial investments, total 15 835 848 20 895180

2,21 Impairment loss on assets available for sale

As of 31 March 2009, PZU created an impairment loss on the value of assets available for sale in the amount
of PLN 43,492 thousand, which reduced the net financial result by PLN 35,229 thousand.

As of 31 March 2009, the impairment loss on shares did not change.

2.3 Investment risks

2.3.1 Interest rate risk

The interest rate risk applies mainly to derivatives and debt securities acquired as instruments held for trading or
available for sale with value as of 31 December 2009 of PLN 7,623.4 million (31 December 2008:

PLN 10,839.8 million).
In 2009, PZU reduced the risk by:
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s  buying and selling derivatives;

e diversifying the portfolio by buying instruments with various maturity dates.

As of 31 December 2009, the value of instruments held to maturity was PLN 9,018.6 million (31 December
2008: PLN 10,309.8 million), As of 31 December 2009, the effective interest rate of the portfolio was 5.84%
(31 December 2008: 6.07%).

Average yield of two-, five- and ten-year bonds sold at auctions between 1 January to 31 December 2009 was
5.26%, 5.70%, 6.27%, respectively (in 2008: 5.78%, 5.94%, 5.88%).

In 2009, PZU reduced the interest rate risk related to financial instruments classified as loans and own

receivables by limiting the maximum maturity period of bank deposits and contingent transactions on securities
down to 1 month.

2.3.2 Credit risk

In 2009, PZU followed a restrictive credit risk policy. The strategy of PZU limited the possibilities
of investment in debt securities to instruments in the case of which the investment rating of issuers or
underwriters was at least BBB - Standard&Poor’s or were quoted on a stock exchange (with limited individual
risk exposure). Any plans of acquiring securities underwent an internal scoring process.

PZU also managed exposure to credit risk towards particular banks. The value of deposits in particular banks
was subjected to limits set on the basis of financial results, rating and other ratios characteristic of banks.

The Company’s policy as regards mortgages, provided for granting them based on a profitability analysis and
market analysis for the venfures,

PZU did not limit its exposure to securities issued by the Ministry of Finance of Poland and concluded that such
instruments for a domestic entity - PZU, are free from credit risk.

Assets subject to credit risk - balance as of 31 December 2009

602 739 6% 542 15 835 848 131443 - - 16 639 972
Bank deposits and contingent
iransactions in Treasury
securities . - 477 400 51078 - - 528 478]
|Mortgage loans - - - - - 21495 21495
[Assets subject to credit risk,
total 602 739 69 942 16 313 248 182 521 - 21 495 17 189 945'

Credit risk exposure resulting from contingent transactions was presented as exposure towards an issuer of such securities, investment
ratings of the Fitch agency (in the absence of a Fiteh rating, a rating of Standard&Poors or Moody's was used).

Assets subject to credit risk - balance as of 31 December 2008

cbt securires 138 627 - 20395 179 65 888 - 21 149 694
Bank deposits and contingent
transactions in Treasury
pecurifics - 5008 935 522 436 623 - - 1427 153
Mortgage loans - - - - - 32200 32 200
Asgets subject to eredit risk,
total 188 627 5008 21 830 701 552511 - 32200 22 609 047

Credit risk exposure resulting from contingent transactions was presented as exposure towards an issuer of such seourities, investment
ratings of the Fitch agency (in the absence of a Fitch rating, a rating of Standardé&Poors or Moody's was used).

As of 31 December 2009, the maximum credit exposure for PZU was PLN 296.6 million (31 December 2008:
PLN 397.4 million). The amount was calculated based on credit risk ratios presented in the table below:
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December 2009 (%) 0,7 0,7 1,7 44 14,6 30,4

Ratios for calculation as of 31
December 2008 (%) 0.7 0.7 1,7 4.4 14,6 30,4

*In the case of exposure to mortgages, the ratio of 2% was adopted with no rating.

When it is highly likely that the asset controlled by PZU will not generate the expected economic benefits in the
future, in whole or in part, due to the credit risk exposure, PZU will create a revaluation write-down and thus
bring the value of the asset to the net sales price, and in its absence to otherwise determined fair value.

2.3.3 FX risk

As of 31 December 2009, the matching of technical provisions and assets denominated in foreign currencies was
plus PLN 73.6 million {(the value of assets to cover technical provisions denominated in foreign currencies was
PLN 927.7 million and the value of technical provisions denominated in foreign currencies was PLN 854.1
million).

As of 31 December 2008, the same matching was minus PLN 79.8 million (the value of assets to cover technical
provisions denominated in foreign currencies was PLN 736.6 million and the value of technical provisions
denominated in foreign currencies was PLN 843 .4 million).

Additionally, the credit risk applies to the following portfolic of foreign currency investments which do not
cover technical provisions:

S

Subordinated entities 87 895 134 0679
Investment certificates held for trading 5 883 7274
Derivatives 2058 29

In 2008-2009, PZU reduced the risk by:

» reducing the value of the portfolio of investments to cover technical provisions denominated in foreign
currencies by minimum and maximum limits depending on the value of technical provisions denominated
in foreign currencies;

e reducing the value of the portfolio of investments acquired as held for trading by limits for open positions.

2.3.4 Risk concentration

As of 31 December 2009, the Company’s exposure to securities issued by the Polish Ministry of Finance with
contingent transactions relating to those securities was PLN 15,991.1 million (31 December 2008: PLN
21,164.9 million), which was 59.7% of the value of the investments (31 December 2008: 69.5%). As of
31 December 2009 the Company’s exposure to subordinated entities was PLN 7,710.6 million (31 December
2008: PLN 6,335.7 million), which was 28.8% of investments (31 December 2008; 20.7%).

2.3.5 Derivatives
In 2009 and 2008, PZU did not apply hedge accounting,

PZU in its investing activities uses various types of derivatives to manage various types of investment risk.
The instruments decrease or increase exposure to specific types of risk. In 2009, the Company used interest rate
swaps, stock index futures and bond futures.

The basic type of risk related to derivatives at PZU is market risk which includes interest rate risk and the risk of
fluctuations in the prices of varicus instruments.

As of 31 December 2009, PZU had the following derivatives:
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st rate swap - chan,

TRS Q-years rate of

- intere: ge of b

contracts quoted in w USD and 10-years contracts quoted

in EUR EUR wid wd 10 000 990 -
RS - interest rate swap - difference between 2-years and

10-years interest rates on CM3 PLN n/d n/d 10 000 - 1591
Forward contract on foreign treasury bonds - 10-years

fixed rate bond issued by Germany EUR 110 short n/d 1068

Forward contract for foreign treasury bonds - 10-years
Iﬁxed rate bond issued by Germany EUR 20 long nfd - 113
|Forward sontract for WIG 20 PLN 310 short nd 26 64
Forward coatract for WIG 24 PLN 180 long nd 107 -
Total 2191 1 768

As of 31 December 2008, PZU had the following derivatives:

I - interest rate swap - change o OR to fixe

rate PLN n/d n/d 335 000 117 19 918
IRS - interest rate swap - difference between 2-years and

10-years interest rates on CMS PLN wd wd 10 000 - 415
Forward contract for foreign treasury bonds - [0-years

fixed rate bond issued by Germany EUR 20 krétka a/d 20 112
Forward contract for WIG 20 PLN I 400 dhuga n/d 5 113
Total 151 20 558
2.4. Deposits due from cedants

a) deposits due from cedants in Polish currency

b) deposits due from cedants in foreign currencies, of which:

- cedants- subsidiaries

- cedants- jointly controlled entities

- cedants- associates

- cedants- significant investor

- cedants- the parent company

- other

fLotal deposits due from cedants, net

Deposits due from cedants by maturity

a) up to 3 months 12019 9 807
b} from 3 months to | year 900 2540
c) over | year - -
Total deposits due from cedants, by maturity 12 919 12 347
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Balance of settlements from co-insurance

a) current receivables from reinsurance inwards

b) current receivables from reinsurance outwards

Tatal reinsurance receivables

3.2. Other receivables

a) receivables from the State Budget 81704 128
b} ofher receivables, net 164 174 135 899
- other receivables, gross: 207 573 178 795
Social Fund settlements 63314 61 888
Receivables from sales of securities 39 765 22 842
Settlements of average adjuster and intermediary services 41048 23 082
Refunds of discounts and rebates in motor TPL and motor comprehensive policies 24 187 24 187
Prevention settlements 10272 18 453
Receivables from Specjatistyczna Spéldzielnia Gastronomiczna in Warsaw in respect of rentals 7800 4613
Receivables from Syta Development in respect of repayment of loan guarantee 6 344 6 344
Supplier prepayments 3633 2 335
Debtors under dispute 2255 2308
Retained guarantee deposits 1700 1079
Receivabies from Syta Development in respect of CLSIOR settlement 200 200
Other receivables 7055 11 464

- impairment losses: 43 399 42 896
Refunds of discounts and rebates in motor TPL and motor comprehensive policies 24 187 24 187
Receivables from Specjalistyczna Spéldzielnia Gastronomiczna in Warsaw in respect of rentals 7 800 4613
Receivables from Syta Development in respect of repayment of loan guarantee 6 344 6344
Debtors under dispute 22338 2213
Receivables from Syta Development in respect of CLSiOR settlement 200 200
Settlements of average adjuster and intermediary services 83 76
QOther receivables 2547 5263
[Tatal other receiyables, net 245 878 136 027

As of 31 December 2009, “Refunds of discounts and rebates in motor TPL and motor comprehensive policies”
included receivables due to discounts and rebates in motor TPL and motor comprehensive policies. The
receivables include receivables from the Ministry of Finance in the total amount of PLN 24,187 thousand (31
December 2008; PLN 24,187 thousand), covered in full by an impairment loss as of both dates.

On 30 December 2003, PZU filed a claim against the State Treasury represented by the Minister of Finance, in
the Regional Court in Warsaw, demanding payment of the amount related to refunded discounts.

On 24 February 2005, the case was dismissed.

On 8 July 2005, PZU appealed against the decision. On 8 Febrnary 2007, the Court of Appeal reversed
the decision of the Regional Court and ordered the case to be re-examined by the court of the first instance.
Once the case was re-examined, on 16 April 2009, the case was dismissed. PZU appealed against the decision
to the Regional Court on 28 May 2009. By the date of signing these financial statements the appeal had not been
examined.

“Receivables from Specjalistyczna Spéldzielnia Gastronomiczna in Warsaw in respect of rentals overdue”
includes receivables for non-contractual use of real property awarded by a valid court decision in the amount
of PLN 7,800 thousand. The receivable is covered in full with a revaluation write-down.
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Powszechny Zakiad Ubezpieczen Spbika Akcyjna
Financial Statements for the year ended 31 December 2009

5. Cash

b) Cash at bank 126 662 255 381
c) Cash equivalents (bills of exchange, third party cheques efc.) 1138 858
Cash and cash eguivalents, total 127 800 256 239

Cash of limited disposability has been described in point 25.1 of Additional information and explanations

6. Prepayments

a) acquisition costs in the part relating to fisture reporting periods 394 962 358 028
Ib) accrued rent - -
c) other prepayments, of which: 237 00% 358 646
- prepayments due to re-insurance 176 089 186 390

- settlement of fee to the National Health Funds (NFZ) - 119 381

- commission on prepaid premiyms 37 140 30 594

- settlements with PTE 25915 18 519

- IT costs 1945 2 852
|Brepayments and deferred costs, total 631 971 716 674

7. Equity

7.1. Share capital

Z AEEE: 2on R et :
Shares A series |Registered Non-preference 60 446 320 60 446 320 cash 23.01.1997 27.12.1991
Shares B series |Registered Non-preference 25 905 980 25 505 880 in kind 31.03.1999 01.01.1999

fNumber of shares, total 86 352 300

lShare gapital, total [ 86 352 300

Shareholders as in the Share Register of PZU as of 31 December 2009

1. |State Treasury A 17432 118 17432 118 17432118 17432118 20,1872%4

B 25 905 980 25905980 25905 980 25905 980 30,0003%

2. |Eureke B.V. A 19 856 968 19 856 968 19 856 968 19 856 968 22,9953%

3. |[KappaSA A 12 866 492 12 866 492 12 866 492 12 866 492 14,9000%

4. |Other A 10290 742 10290 742 10290 742 10290 742 11,9172%
Total 86 352 300 86 352 300 86 352 300 86 352 300 100,0000%

"Other” shareholders includes employees who acquired shares from the State Treasury free of charge and
natural and legal person that subsequently bought the shares from such employees.

7.1.1 Face value of PZU shares

The face value of PZU shares on the date of the first registration of the capital was PLN 10 (after
redenomination); on 23 January 1997 an increase in the face value of shares to PLN 44 was registered; on
25 August 1998 - a decrease to PLN 10, and on 6 August 2001 - a decrease to PLN 1.

As of 31 December 2009, the share capital was PLN 86,352 thousand and was divided into 86,352,300 shares
with a face value of PLN 1 each, A series numbered from 00000001 to 60446320 and B series numbered from

(0000001 to 25905980.

71




Powszechny Zaklad Ubezpieczen Spétka Akeyjna
Financial Statements for the year ended 31 December 2009

712 PZU shares depasif

In 2000, all shares issued by PZU were deposited at Dom Maklerski PKO BP SA. In 2008-2009 the Company’s
shareholders (entered in the Share Register) or holders of shares (not exercising the right to be entered in the
Share Register) filed applications for the A series registered shares to be released from the deposit. Pursuant to
the Share Register, the A series shares released from the deposit as of 31 December 2009 was 14,283,826 shares
which is 16.54 % of the share capital.

7213 Dematerialization of PZU shares

On 2 December 2009, the Extraordinary Shareholders Meeting of PZU adopted a resolution concerning
dematerialization of P2ZU shares. Next, the shares were registered in the National Depository for Securities.

By the date of signing the financial statements, PZU shares had not been registered in the National Depository
for Securities. :

7.2. Distribution of profit for 2008

Pursunant to resolution 7 of the Extraordinary Shareholders’ Meeting of PZU of 29 July 2009, the net profit of
PZU for the year ended 31 December 2008 of PLN 3,026,798 thousand was distributed in the following manner:

*  PLN 3,005,798 thousand to the supplementary capital;
+  PLN 21,000 thousand to increase the Company’s Social Benefits Fund.

7.3. Proposed distribution of profit for 2009

As of the date of signing the financial statements, the Management Board had not adopted a resolution
concerning the net profit for the 2009 financial year in the amount of PLN 2,510,379 thousand.

7.4, Advance payment against dividend for 2009

As a result of the Seitlement Agreement described in point 26.5.3 of Additional information and explanations,
on 1 October 2009, the Extraordinary Shareholders’ Meeting adopted a resolution concerning creation of
a reserve capital to finance advance payments against dividend to be used to this effect by the Management
Board and an increase in the capital by means of an appropriation of PLN 11,999,516 thousand from

the supplementary capital.

The Extraordinary Shareholders’ Meeting also authorized the Management Board to increase the advance
payment against dividend expected at the end of 2009, which may be paid to the shareholders of PZU based on
profit generated by the end of the preceding financial year, by the funds from the reserve capital described

above.

On 1 October 2009, the Management Board adopted a resolution concerning the advance payment against
dividend expected at the end of 2009, in which it decided that the total advance payment would be

PLN 12,749,917 thousand.

The amount included:

. PLN 750,401 thousand of net profit generat_ed in the first half of 2009;
. PLN 11,999,516 thousand of the reserve capital.

The advance payment against dividend applied to 86,352,300 of ordinary shares, series A and B. The dividend
per share was PLN 147.65. Cum dividend - 19 November 2009; the advance payment was made on

26 November 2009.
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7.5. Reserve capital

a) share premium 538 139 538 139
b} statutory profit appropriation 28 784 28 784
c) according to the Articles of Association, above the statutory minimum amount 683 340 9677 058
d) additional payments of shareholders - -
) other 1 951 1785
Tatal reserve capital 1252214 10 245 766
7.6. Revaluation reserves
Financial investment revaluation 7345 067 5 806 984
Property, plant and equipment revaluation 17 450 17099
Deferred tax liability (49 459) (31 420)
Total revaluation reserves 7312 998 5 792 663
8. Technical provisions
In 2008-2009, PZU had no derivatives to hedge the value of technical provisions.
8.1. Unearned premium and unexpired risk reserves
,ﬁ & 5
Uneamed premium reserve 3 546 857 3782415
- BIOSS reserve 3616 899 3 842 798
- reinsures’ share 70 042 60 383
Unexpired risk reserve 26 891 69 126
~ BIOSS ICSErve 26 891 69 126
- reinsurers' share - -
Unearned premium and unexpired risk reserves, total 3573748 3 851 541

8.2 Outstanding claims reserve, by class — gross

Accidents and illness (groups 1, 2) 74 192 60 650
Motor TPL (group 10) 6719 803 1253035
Qther motor insurance (group 3} 376 740 303 690
Marine, aviation and transportation (groups 4, 5,6, 7) 45106 19268
Fire and other property losses (group 8 9 260273 167 791
TPL (groups 11, 12, 13) 1073 880 222 102
Credit and guarantees (groups 14, 15) 8741 7 468
Rendering assistance (group 18) 17 568 12 652
Legal services (group 17) 1726 439
Other (group 16) 30797 19 306
[ Lotal 8 608 826 2 066 301
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a

i { ' "‘4“" _ﬁg).

Accidents and iliness (groups 1, 2) 74713

Motor TPL {group 10) 6290 391 1302 788
Other motor insurance (group 3) 480 353 322488
Marine, aviation and transportation (groups 4, 5, 6, 7) 52685 24 005
Fire and other property losses (group 8, 9) 279225 174 006
TPL (groups 11, 12, 13) 1031 042 201 068
Credit and guarantees (groups 14, 15) 3951 2079
Rendering assistance (group 18} 13305 9496
Legal services (group 17) 1418 450
Other (group 16) 10 640 6355
Total 8238223 2 103 353

8.3. Reinsurers’ share in outstanding claims reserve, by class

31

Accidents and illness (groups 1, 2)

Motor TPL (group 10) 671324 1 842
Other motor insurance (group 3) 384 -
Marine, aviation and transportation (groups 4, 5, 6, 7) 5369 3 696
Fire and other property losses (group & 9) 2030 1272
TPL (groups 11, 12, 13) 1273 1235
Credit and guarantees (groups 14, 15) 2150 1 886
Rendering assistance (group 18) 77 -
Lepal services {group 17} - -
Other (group [6) 1776 689
i Total 684 414 10 622

81

[Accidents and illness (groups 1, 2}

|Motor TPL (group 10) 207 612 2 246
Qther motor insurance (group 3) 856 -
Marine, aviation and transportation (groups 4, 5, 6, 7) 3700 281
Fire and other property losses (group 8, 9) 2 544 1042
TPL (groups 11, 12, 13) 831 7H
Credit and guarantees (groups 14, 15) 757 421
[Rendering assistance {group 18) 220 -
Legal services (group 17) - -
Other (group 16) 1432 751
Total 818 033 S 454
8.4. Annuity reserve, by class before discounting and write-downs

Accidents and illness (groups 1, 2)

Motor TPL {group 10)

6792972

786 958

Other motor insurance {group 3)

Marine, aviation and transportation (groups 4, 5, 6, 7)

Fire and other property losses (group §, 9)

TEL (groups 11, 12, 13)

813 126

58

Credit and guarantees {groups 14, 15)

Rendering assistance (group 18)

,Egal services (group 17)
Other (group 16)

Total

7 606 098

787 016
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&

Accidents and illness {groups 1, 2)

Motor TPL (group 10)

6324 389

843 619

Other motor insurance (group 3)

Marine, aviation and transportation {(groups 4, 5,6, 7)

Fire and other property losses {group 8, 9}

TPL (groups 11, 12, 13)

717 G676

86

Credit and guarantees {groups 14, 15)

Rendering assistance (group 18}

ILegal services (group 17)

Other (group 16) -
ITotal 7 041 465 843 705

The annuity reserve is caiculated individually as the present value of anmuity (for life or periodic), paid in
advance. As of 31 December 2009, the discount factor was 0% (31 December 2008: 0%).

For life annuity the period when the annuity will be paid is determined based on the Polish Life Expectancy
Tables for 2008 published by the Central Statistical Office. Additionally, calculation of the provision for
capitalized value of annuity includes the cost of their future management in the amount of 3% of the value of
paid claims.

9. Expected recoveries, recourses and subsidies

Accidents and illness (groups 1, 2)

Motor TPL {group 10)

Other motor insurance {group 3} 47 360 20120
[Marine, aviation and transportation {groups 4, 5,6, 7) 5 10
Fire and other property losses (group 8, 9) 2278 6 584
TPL (groups 11, 12, 13) 74 3
Credit and puarantees (groups 14, 15) 504 165
Rendering assistance (group 18) - -
Legal services (group 17) - -
Other (group 16) - -
Total 81 416 52 8537

9.2. Reinsurers’ share in estimated subrogations, salvages and subsidies, by classes

Accidents and illness (groups 1, 2)

Motor TPL (group 10)

Other motor insurance (group 3)

Marine, aviation and transportation (groups 4, 5,6, 7)
Fire and other property losses (group §, 9)

TPL (groups 11, 12, 13)

Credit and guarantees (groups 14, 15)

Rendering assistance (group [8)

Legal services (group 17)

Other {group 16} -
Total 2 420 136
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10. Other provisions
ot b

a) Provisions for retirement henefits and other similar obligations, of which: 229 550 233394
provisions for jubilee bonuses 94 487 108 221
provisions for retirement benefits 71049 79 893
provisions for unused annual leave 24 600 23 568
provisicns for posthumous benefits 12 601 14 499
provisions for post-employment benefits 26 813 7213
b) Deferred tax liability 117 652 62218
c) Other provisions, of which: 195 329 154 657
provisions for potential liabilities from insurance contracts written 122 667 -
provisions for reinsurance settlements 30370 20303

rovision for litigation claims and potential Habilities of insurance contracts 24 936 131 078

rovision for fine imposed by UOKIK 14 792 -
provisions from potential claims due to investment related to CLSiOR 916 1282
Total other provision 542 531 450 269

Creation of the provision for the costs of reorganization and restructuring has been described in point 22.2

of Additional information and explanations,

“Provisions for reinsurance settlements” includes only provisions for the share of reinsurers that are in arrears

with payments to PZU and which may in future have problems with settlement of their liabilities.

PZU creates provisions due to pending litigious proceedings and potential liabilities due to concluded insurance

contracts.

11. Deferred tax liability

Deferred tax liahility 117 652 62218
- accrued, vnrealized gains and losses from financial investments 186 081 36 064
- impairment losses on property (10 117) (9 735)
- difference resulting from the State Treasury making an in-kind contribution in 1997 in the form of]
convertible bonds of Bank Handlowy 25668 29258
- provisions for unused annual leave, jubilee bonuses, retirement benefits etc, (43 613) (44 344)
- accrued insurance costs and profits 20273 22916
- unpaid amounts due to natural persons (from contracts from services, agency contracts efc.) {21 213) (14 519)
- other provisions (64 327) (3 844)
- deferred acquisition forms 75 030 66 624
- deferred acquisition form in favor of OFE PZU 553 1173
- subrogation related receivables (9 320) (10 226}
- bonus accrual and contributions to bonus funds (16 593) (24 566)
- fee to the National Health Fund (NFZ) - 22632
- provision for restructuring (23 307) -
- accrued administrative costs (1385 (9 499)
- other differences (78) 234

12. Liabilities due to reinsurers
a) Polish zloty deposits, of which: - 56

- due to subsidiaries acting as reinsurers - -
- due to associates acting as reinsurers - -
- due to parent company acting as reinsurer - -
- other - 56
b) foreign currency deposits (after translation into Polish zloty) - -
ITotal deposits due to reinsurers - 36
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Powszechny Zakiad Ubezpieczen Spdlka Akcyjna
Financial Statements for the year ended 31 December 2009

13.1. Reinsurance related Labilities

a) current liabilities arising from reinsurance inwards

b) curreat liabilities arising from reinsurance outwards 17 302 18 680
{Total reinsurance related liabilities 17 667 21590

13.2. Other liabilities

a)} liabilities due to the State Budget, of which: 15 435 73 037
= Corporate Income Tax - 55788
- Personal Income Tax 14 981 16 835
- VAT 444 408
- other 10 ]
b) other liahilities 416 734 469 24]
- liabilities under unsettled investment transactions 193 961 268 631
- estimated other than insurance liabilities 100612 71436
- for performing intermediary and emergency commigsions 30941 14 765
- Sogial Securities (ZUS) contributions and allowances 30782 24 494
- liabilities non-invoiced services performing auxiliary activities 28 341 2655
- setflements with sharcholders for dividends 8 581 1005
- liability settlements for Tax Capital Group 5925 -
- liability towards Insurance Guarantee Fund 4076 4 689
- liabilities relating to development of the Central Vehicle and Driver Register (CEPIK) 1815 2012
- valuation of derivatives 1768 20558
- settlements with employees 598 1586
- retained guarantee deposits 762 24388
- liabilities relating to hardware and IT services providers 366 645
- liabilities relating to advertising campaign 174 4771
- liabilities towards NFZ - 33416
- other 8032 16090
Total 432 169 542278

13.3. Special funds

a} Prevention Fund 24 721 51485

b) Social Fund 101 133 94 875

Special funds, total 125 854 146 360
14. Accruals and deferred income

a) accrued expenses, of which: 303 209 263 410

- accrued reinsurance income and expenses 75421 90 819

- accrued employees bonuses 46 862 68 162

- accrued employee remuneration 42947 38731

- accrued expenses of direct insurance commission 137 922 65 698

- other accruals 57 -

b) deffered income, of which: 245132 269 449

- premium prepaid 232414 250 163

- perpetual usufiuct received free of charge 8 883 10 190

- deffered reinsurance commission . 3835 075

- other - 21

Accrued expenses and deffered jncome, total 548 341 532 859
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15. Gross premium written

8 142

16. Other technical income, net of reinsurers’ share

1) in direct insurance, of which: 7725043 535
a) contracts concluded outside territory of Poland 4103 3022

- in the EU members states 2 564 6735
2) in indirect insurance 66 126 75254
Gross premium written total: 7791 169 8217 789

Decrease in impainnent losses on reinsurance receivables 42 848 7001
Default interest 6 501 5820
Realized foreign exchange gains 5318 2222]
[Adjudped court fees on insurance receivables 1 728 1197
iFees for certificates and other documents 71 89
Interest on deposit retained by cedants 801 352
Reversal of provision from losses under reinsurance settlements 4815 10056
Other income 14 002 9449
[ Total 76 084 56 185
17. Claims
Gross claims paid
- T—
E B{: Jectimbl
- in direct insurance 5130467 4 567693
- in indirect insurance 46 631 18670
Gross claims paid, total 5177 098 4 586 363 |

Gross claims paid in direct property and casualty insurance, by class

2] B
Accidents and illness {groups 1, 2) 134 117 122199
Motor TPL (group 10) 2119870 1950088
Other motor insurance (group 3) 1713999 1616725
IMarine, aviation and transportation {groups 4, 5, 6, 7) 40 928 37071
Fire and other property losses (group 8, 9) 808 493 661 330
TPL (groups 11,12, 13) 245 699 134 892
Credit and guarantees (groups 14, 15) 1667 404
Rendering assistance (group 18} 51751 39430
Legal services (group 17) 1151 927
Other (group 16) 12 792 4627
Gross claims paid in direct property angd casualty insurance (by class), tofal 5130467 4567 693

Gross claims paid in indirect property and casualty insurance, by class

Accidents and illness (groups |, 2) - 107
Motor TPL (group 10) 23904 §9438
Other motor insurance (group 3) 17238 6218
Marine, aviation and transportation {groups 4, 5, 6, 7) 1172 1 542
Fire and other property losses (group 8, 9) 1 898 1038
TPL (groups 11,12, 13) 1823 742
Credit and guarantees (groups 14, 15) 13 75
|Rendering assistance (group 18) - -
'Egal services (group 17) - -
Qther (group 16) 578 -
Gross claims paid in indirect property and casualty insurance class), total 46 631 18 670
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Powszechny Zaklad Ubezpieczef Spolka Akcyjna
Financial Statements for the year ended 31 December 2009

18.1.3  Information on loss adjustment process in the year ended 31 December 2009 (direct insurance)

Accidents and illness {groups 1, 2) 27 181 25019
Motor TPL (group 10) 480 638 488 094
Other motor insurance {group 3) 636 682 178 742
Marine, aviation and wansportation {groups 4, 5, 6,7} 6491 15580
Fire and other property losses (groups 8 and $) 284 697 108 849
TPL {groups 11, 12, 13) 46 313 102715
Credit and guarantees (groups 14, 15) 659 824
|Rendering assistance {group 18) - 30 808 9776
[Legal services (group 17) 31,46 97 305
Other (group 16) 73,91 3676 13916
Total 14.27 1517 242 247 320

18.1.4  Information on loss adjustment process in the year ended 31 December 2008 (direct insurance)

Accidents and illness (groups 1, 2) 11,05 21 285 29965
Motor TPL (group 10) 19,92 458 173 478 730
Other motor insurance {group 3) 18,91 606 466 [91 022
Marine, aviation and transportation {(groups 4, 5, 6,7) 46,62 3982 12097
{Fire and other property losses (groups 8 and 9) 25,45 311 591 107 177
TPL (groups 11, 12, 13) 46,53 29 713 85786
Credit and guarantees (groups 14, 15) 56,64 125 827
Rendering assistance {group 18) - 17 448 7287
Iegal services (group 17) 40,63 117 351
Other {group 16) 52,58 I 546 2845
Tofal 18,83 1450 446 916 087
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Powszechny Zaklad Ubezpicczen Spétka Akeyjna
Financial Statements for the year ended 31 December 2009

19. Insurance activity expenses
& o2 T e At B 2 e .. v;z-éﬁ & '-’l. B N Jlfﬂelﬁ”d«v» :V.., 3
Barnena o b é = 5 S B - 6 jer2H08
L. Administrative expenses 979 365 939278
1. internal: 609 862 594 542
a} materials and energy 45 487 38 445
b) payro!l and payroll related 475196 466 362
¢) depreciation and amortization 83 240 84 643
d) other administrative costs 5939 5092
2. external: 369503 344 736
a) external services 282 658 292 959
b) commission for premium collection 8125 8 079
c¢) advertising expenses 55422 20388
d} other expenses 23298 23 310
IL. Acquisition costs 1287 578 1230011
1. internal: 343 274 339 i47
a) materials and energy 4 467 8447
b) payroll and paytoll related charges classified as acquisition costs 338 807 330 700
¢) commission on direct activities, of which : - -
¢) depreciation and amortization - -
d) other acquisition costs - -
2. external: 981 238 894 041
a) payroil and payroll related charges classified as acquisition costs - -
b} commission on direct activities, of which : 930 909 820 903
- commission on acquigition activities 541 596 465 971
- comtnission on renewal policies 380759 346 199
- commission on servicing of insurance contracts 8 554 §7313
¢) comrmission on direct services 5017 24 845
d) external services 15131 12 545
) advertising expenses 24 675 32530
f) other expenses 5506 3218
3, Movement in deferred acquisition costs (36 934) (3 177)
I1L. Claims adjustment and subrogation collection expenses 473 634 458 418
1. intemal: 277 224 286 667
a) materials and enerpy 5613 5389
b) remuneration of experts and loss adjusters and other remuneration related to loss adjustment
and subrogation collection 265 366 269 095
¢} depreciation and amortization 6045 12183
2. external: 196 410 171751
a) externat services 124 460 124 091
b) other costs 71 950 47 660
IV. Costs of investing activities 243 358 282 289
1. internal: 1882 1925
a) materials and energy 23 44
b) payroll and payroll related charges 1373 1566
c) depreciation and amortization 486 315
2. external: 241 476 280 364
a) external services 853 622
b) other costs* 240 623 279 742

* “Other costs” includes, among other things, loss on realization and revaluation of investments,
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Powszechny Zaklad Ubezpieczen Spolka Akeyjna
Financial Statements for the year ended 31 December 2069

20. Other technical costs, net of reinsurers’ share

55240

Written off insurance receivables 61 632
1 EUR fee in respect of CEPIK registration fee 28791 27710
Insurance Guarantes Fund (Ubezpieczeniowy Fundusz Gearancyjny) 18 362 20171
Impaimment losses on receivables from direct insurance and reinsurance 71711 62 843
Prevention Fund charges 15267 13982
Central Fire Brigades Headquarters (Komenda Gléwna Strazy Pozamej) 15 267 13 982
|Foreign exchange losses on insurance and reinsurance receivables/liabilities 14913 8140
NFZ fees 119 381 238 556
Provision for losses on re-insurance settlements 14 883 23769
Polish Financial Supervision Authority (Komisja Nadzom Finansowego) 3704 5853
Polish Metor Insurance Bureau (Polskie Biuro Ubezpieczen Komunikacyjnych) 4404 4 900
Polish Insurance Chamber (Polska Izba Ubezpicczen) 2137 2075
Spokesman for the Insured (Rzecznik Ubezpieczeniowy) 561 625
Banking fees 3 44
Other fees 4 486 5260
[Total 369 115 489 542
21, Other operating income

interest income 704

foreign exchange gains 34 295 5628
other financial income 1599 2910
income from sales of tangible fixed assets and construction in progress 108 971 3400
income from insurance brokerage activities and average adjuster services 6 024 5075
income from agreements with management companies of pension funds 14 957 13316
reinvoiced costs 4 657 3547
compensations received 708 640
others 5 840 5671
Total 177 755 41 315
22, Other operating expenses

Foreign exchange losses 13199 11604
Penalty interest on tax liabilities 1191 500
Costs of conditional sale agreements 35940 -
Other financial expenses 11 370
Cost of tangible fixed assets and constructions in progress sold 593 220
|Donations 5149 569
|Receivables written off’ 81 98
Impaiment losses on receivables 5344 656
Penalties, compensations, fines paid 3616 6 089
Costs from agreements with management companies of pension funds 3186 6250
Costs of employment restructuring 11 603 -
Costs subject of reinvoicing 4628 3223
Restructuring provision 122 667 -
Cost of UOKIK penalty 14 792 -
Costs of provision for probable losses 978 2428
Costs of liquidation of pre-numbered forms 1614 1633
Costs of claims adjusted on behalf of other insurers 192 192
Costs of write-down against Central Client Database - 13933
Others 4218 4148
[Total 234 007 51913

The provision for Office of Competition and Consumer Protection has been described in point 26.10 of
Additional Information and explanations.

“Costs of conditional sale agreements” include costs incurred with respect to the transaction specified in point
13 of Additional information and explanations, concluded to finance the advance payment against dividend,
incurred against Bank Gospodarstwa Krajowego and Bank Handlowy w Warszawie SA, in the amount of PLN
28,373 thousand and PLN 7,567 thousand, respectively.
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22.1. Restructuring of employment at PZU Head Office

“Costs of employment restructuring” include costs related to the process of improving the structure
of employment at PZU Head Office in the amount of PLN 11,608 thousand.

On 5 August 2009, the Management Boards of PZU and PZU Zycie and Trade Unions operating in
the companies concluded a Lay-off agreement, Pursuant to the arrangements, from 20 August to 18 September
2009, the Head Offices of both companies underwent employment restructuring related to the lay-off.
The restructuring concerned 217 employees at PZU Head Office. The laid off employees were offered better
termas of redundancy than those provided by the law (Act of 13 March 2003 on specific rules of termination
of labor contracts for reasons not related to employees (Dz. U, No.90 of 2003 item 844).

22.2. Restructuring provision

PZU created a restructuring provision of PLN 122,667 thousand in relation to the plan of implementing
a restructuring scheme for 2010-2012 published on 29 December 2009. The provisions included costs related to
planned reduction of employment planned for 2010, in the area of finance, operation, loss adjustment, customer
service and sales. The estimated provision includes the costs of statutory redundancy pay for employees as well
as costs of additional compensation and the outplacement program.

On 10 February 2010, the Management Boards of PZU and PZU Zycie adopted a resolution concerning planned
lay-offs in both companies.

23. Income tax

23.1.1  Establishment of Capital Tax Group

On 5 September 2008, the Management Board of PZU adopted a resolution concerning establishment of
a capital tax group (PGK). The Group comprises PZU and PZU Zycie. PZU is the holding company and
represents the Group, The Group has been established for 3 years - from 1 January 2009 to 31 December 2011.
Pursuant to Article 25.1 of the Corporate Income Tax Act of 15 February 1992 (Dz.U. No. 54 of 1992 item
654), the Group pays taxes on a monthly basis,
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23.1.2  Corporate Income Tax

Gross profit 2 698 739 3 283138
Changing in accounting policies - -
Gross profit after changing in accounting policies 2 698 739 3283138
Non-tax-deductible costs and losses (under tax regulations) 680 104 812 99¢
Accured costs of reinsurance outwards (8 567) (5658}
Accured losses and investiments 151 623 573435
Accured bonuses and contributions to the Company's Bonus Fund (ZFN) 206 463 91 600
Accured and deferred acquisition costs 67 949 38794
Impairment losses in insurance, reinsurance and subrogation - related receivables 83611 86247
Debt collection costs and contractual penalties 10 560 19 683
PFRON charges 7324 8095
Donations 5149 569
Accured costs of external services 5601 40952
NEZ fee 119381 (71 077)
Provision for propable losses 15119 16152
Other 15 891 14 203
jNon-taxable revenues 2263 035 2967931
Accured gaing on investments 580718 605 531
Dividends I 436 751 2218037
Other technical income - reversal of impairment losses 48 990 16733
Reversal or receivables itmpairment 155 103 6002
Accured income from reinsurance outwards 38 981 117670
Other 2452 3658
Other movements in taxable profits (414 267) 166 096
{Realization of gains on the investments measurement from previous year {212 060) 350 398
[Payments due to individuals under contracts for services and bonuses accured for in the previcus (103 028) (108 404)
Realization of accured acquisition costs from previous year (4 257) (26 460}
Realization of other costs/income (94 522) {49 438)
Total income 701 541 1294302
Tax-fiee income (4 977) (400)
Tax base 696 564 1293902
Tax rate 19% 19%
Tax payable 132 347 245 8341
Tax on dividends (54) {132)
Tax payable , net of dividends 132 293 245 709
Other tax charges ( decision of the Tax Inspection Office and the Company's adjustments) 18618 11223
[Cororate current income tax recognized in net profit/loss 150 965 257 064

23.1.3  Income tax, by activity

Difference between taxable profit/(tax loss) and tax base (2002 175) {1989236)
|-_relating to technical activities {116 657} (53 283)

- relating to extraordinary gainsfloses - -

- other (1885518} (1.935953)

Tax base 696 564 1293 902

Regulations concerning corporate income tax, personal income tax, value added tax and contributions to social
security undergo frequent changes. Valid regulations contain unclear issues which result in difference in
opinions regarding legal interpretation of these regulations, both among competent authorities as well as
between these authorities and enterprises. Tax and other settlements {e.g. regarding customs or foreign currency)
may be controlled by authorities competent to levy high fines, and additional liabilities assessed during controf
bear interest, These phenemena increase tax risk in Poland above the level characteristic for some countries with
more advanced tax systems. Tax returns are subject to control over a period of five years. As a result, amounts
recognized in the financial statements may change in later periods, following final determination of their value

by tax authorities,
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24, Off-balance sheet items

6 895 117

6 098 064

Contingent receivables
- from subsidiaries 2275 2275
-from associates - -
Contingent liabilities 46 239 45 810

- from subsidiaries

-from associates

24.1. Contingent receivables, arising from:

Accepted and endorsed bills of exchange - “
Received guarantees and suretyships 3699 3699
Receivables written off but not statute-barred - -
Bills of exchange relating to granted insurance guarantees 5574 281 5106 462
Other bills of exchange 824 125 787393
Other contingent receivables 493 012 200 510
Submitted deposits - -
Contingent receivables, total G 895 117 6 098 064

24.2. Contingent liabilities, arising from:

As of 31 December 2009, PZU had PLN 2,275 thousand of contingent receivables due from Syta Development
as collateral of a loan granted by PZU{31 December 2008: PLN 2,275 thousand).

Accepted and endorsed bills of exchange

Received guarantees and suretyships 7714 6 599
Buy and sell back assets - -
Dispute claims (not recognized by the Company) and taken by creditors to court 37 443 38642
Liabilities secured and assets or income - -
Other contingent liabilities 1082 569
Contingent liabilities, total 46 235 45 810

25. Additional notes to the cash flow statement

“Other operating inflows” include:

Inflows to the Social Fund and Prevention Fund 13 036

Liguidation of Social Fund and Prevention Fund placement - 5000
Inflows due to exchange differences 79721 32625
Refund of corporate income tax 451 775 -
Other inflows 63 845 34 598
Total 608 377 85617

80




Powszechny Zaklad Ubezpieczen Spoltka Akcyjna
Financial Statements for the year ended 31 December 2009

“Other operating outflows” include:

E ecember-2U0EE

Corporate income t 277 862 39571%
Internal decreases in cash and cash equivalents - 1616
QOutflows from the Social Fund and Prevention Fund 66 836 84 570
Placement made by the Social and Prevention Fund - 5000
Foreign exchange differences expense 80735 1921
Payments relating to advances for CIT received from PZU Zycie due to Capital Tax Group 451 775 -
Other outflows 36643 22720
| Total 913 851 511 546

25.1, Cash of limited disposability

The cash flow statement includes cash of limited disposability concerning:

e the cash of the Prevention Fund and the Company’s Social Benefits Fund. The limitations stem from
the fact that based on the provisions of the Polish law and related internal regulations of PZU, the funds
may be spent only for specific purposes - for prevention or social activities, and close control should be

exercised over the funds.

e frozen cash due to the “Autowyplata” service provided by Bank Pekao SA. The service consists in freezing
cash on a PZU bank account up to the amount of claim to.be paid out, previously registered in the e-

banking systern.
26. Other information and explanations
26.1. Transactions with subordinated entities

PZU, as part of its insurance activities, concludes insurance contracts with subordinated entities and pays
claims. The transactions are concluded and settled on the terms and conditions applicable to customers that are
not related parties, Receivables from and Habilities to subordinated entities due to insurance contracts are short-

term.
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26.1.1 Transactions with subsidiaries

Gross premium written 12 288 62116
- from UAB DK PZU Lietuva 10 695 60 304
- from PR JSC IC PZU Ukraine 1051 513
2. Dividends received 1421093 2 167 253
- from PZU Zycie 1419 146 2167 253
- from PZU AM i 947 -
3. Other income: 23 987 25108
- fees from PTE PZU relating acquisition activity to OFE PZUJ 15109 13316
- rentals from subsidiaries 3784 3128
4. Claims paid out, gross 54612 29 654
- for UAB DK PZ1J Ligtuva 42 812 16 297
5. Other expenses 41432 97 684
- rental expenses to subsidiary PZU Tower - 31572
- reinsurance commissions for ceding companies on behalf of UAB DK PZU Ligtuva 5414 22 800
- expenses on IT from CIG PZU SA 10 667 £2 787
- asset management expenses paid to PZU Asset Management 11797 9167
- expenses on printing services to CI1G PZL SA . 7472 8 861
Receivables gross 14 536 24 597
- from Syta Development selating to investments in CLSIOR 6545 6 545
- from Syta Development on advances for investment in CLSIOR 4 746 4746
- from PTE PZU due to acquisition activity for QFE 1334 1133
2. Impairment write downs on recgivables and advances from Syta Development 11291 11251
3. Payables, including prepaid premiums 12 098 7154
4. Contingent assets - from Syta Development due to collateral on interest receivables 2275 2275

26.1.2 Transactions with associates

1. Gross premium written 70 70
2. Dividends received - 228
3. Other income -
4. Claims paid out, gross 6 9
5. Other expenses - 275
1. Receivables, gross - including prepayments for construction projects - 1

2, Impairment losses on receivables -

3. Payables, including prepaid premiums - -

26.2. Transactions with Members of the Management Board and Supervisory Board

As of 31 December 2009 and 31 December 2008, there were no advance payments that would not be settled
or loans taken out by Members of the Management Board of PZU or Supervisory Board of PZU.

In 2008-2009 there were no transactions between the Company and Members of the Management Board
of PZU, Members of the Supervisory Board of PZU or persons who are their joint householders, other than
those resulting from concluded property and personal insurance contracts, concluded on an arm’s length basis.

26.3. Transactions with entities with Members of the Management Board and Supervisory Board as
shareholders or partners ‘

As of 31 December 2009 and 31 December 2008, there were no material transactions between PZU and entities
with Members of the Management Board of PZU and Supervisory Board of PZU and their joint householders,
as sharcholders and partners, with direct or indirect voting right of at least 33% of all voting rights on
the sharcholders’ meeting (general meeting).
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26.4. Remuneration of the Company’s Management Board and supervisory bodies together with
profit sharing and originated loans

The total gross remuneration of the Members of the Management Board and Supervisory Board of PZU paid in
2009 was PLN 1,183 thousand and PLN 343 thousand, respectively (2008; PLN $27 thousand and
PIL.N 333 thousand, respectively).

26.5. Disputes

26,5.1  Dispuftes related to concluded insurance contracts

PZU is involved in disputes related to concluded insurance contracts. As of 31 December 2009, there were
8.461 of claims against PZU related to statutory insurance activity {31 December 2008; 8,613 claims).

PZU includes such claims when creating technical provisions for reported damages, considering the probability
of an unfavorable decision of the court and estimating the value of probable settlement.

26.5.2  Disputes not related to concluded insurance contracts

As of 31 December 2009, PZU was a defendant in 108 cases (31 December 2008: 96 cases) not related
to insurance. The cases concern, among other things, disputes due to employment, as well as claims for non-
performance of agreements. As of 31 December 2009, the total value of such disputes was approx. 23 million
(31 December 2008: PLN 42 million).

In 2007, PZU received a statement of claim of EUREKO B.V. against PZU. The case was heard by the Regional
Court in Warsaw. The plaintiff requested that the resolution of the General Meeting of PZU of 30 June 2007
concerning profit distribution for 2006 be revoked.

In a decision of 8 December 2009, the Regional Court in Warsaw dismissed the case. In the justification,
the court indicated that the plaintiff withdrew its claim in a pleading of 1 December 2009 (resulting from
the issue described in point 26.5.3 of Additional information and explanations) and waived all claims
The decision is valid.

26.5.3  End of dispute between the State Treasury and Eureko B.V.

In October 2002, Eureko B. V. instituted arbitration proceedings based on an Internaticnal Agreement between
the Republic of Poland an the Kingdom of the Netherlands Poland concerning the mutual promotion and
protection of investments concluded on 7 September 1992 (“International Agregment”), Eureko B.V - a Dutch
investor - in its statement of claim indicated that Eureko B.V. had no protection of its investments in Poland
which it was entitled to based on the provisions of the International Agreement. Eureko B.V. demanded that its
right to acquire 21% shares in PZU, resulting from the provisions of the First Additional Agreement of 3 April
2001 be exercised and that it be compensated for losses.

Neither PZU nor any other subsidiary of PZU was a party to the dispute between the State Treasury and Eureko
B.V. before the International Court of Arbitration.

On 1 October 2009 the State Treasury, EUREKO B.V, PZU and Kappa SA. concluded a Settlement Agreement,

The Agreement ended a long dispute between the main shareholders in PZU. Key conditions of the agreement:

e  EBureko B.V. waives claims against the State Treasury and PZU, including arbitration claims;

both parties agree to an Initial Public Offering of shares in PZU (“IPQ™) and floating of PZ1J shares;

Eureko B.V., agrees to renounce its rights of a strategic investor at PZU;

IPO, by admission of the Shares to trading on the Warsaw Stock Exchange (“WSE”);

Eureko B.V. agrees to immediately reduce it interest in the share capital of PZU to less than 23%, to 18%

after the IPO and finally to less than 13%;

e  Eurcko B.V. undertakes not to carry out any activities in competition with PZU for three years of the date
when the interest of Eureko B.V. in PZU falls below 13% of the share capital of PZU;, '

»  Eureko B.V. undertakes not to increase its share capital in PZU for 15 years, until the interest in the share
capital falls below 5%; additionally until that time, Eureko B.V. will not acquire shares in PZU in
a number which would cause the 5% threshold to be reached or exceeded;

»  Eureko B.V. waives its rights {to appoint 4 members of the Supervisory Board and 2 members of
the Management Board, including the Vice-Chairman) at PZU, granted based on the above agreements and
their provisions incorporated into the articles of association;

93




Powszechny Zaklad Ubezpieczen Sp6ika Akcyjna
Financial Statements for the year ended 31 December 2009

*  Eurcko B.V. agrees for the rights and obligations resulting from the Agreement for Sale of Shares and
the First Additional Agreement, among other things, relating to the provisions which prevent the State
Treasury from selling material block of PZU shares to other entities, to expire.

As part of payment Eureko B.V. received:

e the right to PLN 3,550,000 thousand of dividend for usufruct of 24,043,345 PZU shares owned by
the State Treasury, The usufruct, established for a definite period of time, until 31 January 2010, was
limited to benefits in the form of dividend; the right to the dividend was established during the usufruct and
did not include any other corporate or property rights;

. the right to PLN 1,224,142 thousand as the amount guaranteed at the time of settlement of sale of 4.9%
shares in PZU under IPO.

On 26 November 2009, PZU made the advance payment against dividend for 2009 of PLN 12,749,917
thousand, agreed in the Settlement Agreement, described in point 7.4 of Additional information and
explanations,

On 2 December 2009, the International Court of Arbitration received documents which facilitated instigation
of a procedure for effective completion of the arbitration proceedings. At the same time, Eureko B.V. requested
that the institutions which were carrying out proceedings related to the long dispute end the proceedings.
The institutions included the Polish Financial Supervision Authority, the Supreme Administrative Court,
competent Regional Courts and the European Commission which investigated the case ex officio.

On 4 December 2009, the Chairman of the International Court of Arbitration ended the dispute instituted by
Eureko B.V. against the Republic of Poland regarding the PZU privatization agreement as the terms and
conditions specified in the Settlement Agreement had been met,

Along with steps taken to end the arbitration dispute, the Republic of Poland and the State Treasury
of the Republic of Poland represented by the Minister of Treasury as well as the other party to the dispute -
Eureko B.V. took steps to end all other disputes related to privatization of PZU.

26.6. Changes in the articles of association of PZU

26.6.1  Changes related to the reserve capital

The Extraordinary Shareholders’ Meeting held on 28 August 2009 changed the Articles of Association of PZU
and added points to Article 29 which facilitate creation of:

»  reserve capital to finance the advance payment against dividend to be used by the Management Board;

*  reserve capital to finance an increase in the share capital from the Company’s funds.

26.6.2  New wording of the Articles of Association of PZU

The Extraordinary Shareholders’ Meeting of PZU of 2 December 2009 adopted new wording of the Articles of
Association of PZU,

The changes were introduced in line with the arrangements concluded in the Settlement Agreement specified in

point 26.5.3 of Additional information and explanations whose parties agreed on changes in the corporate

governance at PZU aimed, among other things, at preparing PZU to carry out the IPO and floating PZU shares

on WSE,

¢ Inview of the above, the Articles of Association were supplemented with provisions:

¢  resulting from the Code of Commercial Companies and relating to the corporate governance at public
companies;

*  resulting from the Code of Commercial Companies and other provisions of law;

¢  ensuring that PZU applies corporate governance specified in the Code of good practice for WSE-listed
firms, with some limitations minimizing the possibility of a hostile takeover of PZU.

The proposed scope of changes in the Articles of Association of PZU requires an apprdval of the Polish
Financial Supervision Authority. On 15 December 2009 PZU filed an appropriate application at the Polish
Financial Supervision Authority, On 5 February 2009, the Polish Financial Supervision Authority approved
the changes.

Changes in the Articles of Association will come into force upon registration in the National Court Register.
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26.7. Project TPO 2010

On 1 December 2009, the Management Board of PZU adopted a resolution introducing Project IPO 2010 aimed
at carrying out IPO by floating shares in PZU at WSE in the first half of 2010.

26.8. Changes in the Management Board of PZU and Supervisory Board of PZU

26.8.1  Management Board of PZU
Composition of the Management Board as of 1 January 2009:

»  Andrzej Klesyk Chairman of the Board;

. Magdalena Nawloka Vice-Chairman of the Board;
. Witold Jaworski Member of the Board,

¢  Rafal Stankiewicz Member of the Board.

On 1 Ociober 2009, the consortium comprising Eureko B.V. and Bank Millenium SA dismissed Magdalena
Nawloka from the positon of Vice-Chairman of the Board.

Consequently, since 1 October 2009 to the date of signing these Financial Statements, the Management Board
of PZU comprised:

¢ Andrzej Klesyk - Chairman of the Board;
+  Witold Jaworski - Member of the Board,;
=  Rafal Stankiewicz - Member of the Board.
26.8.2 Supervisory Board of PZU

Composition of the Supervisory Board of PZU as of { January 2009:

. Tomasz Gruszecki Chairman

. Ernst Jansen Vice-Chairman
e Marcin Majeranowski Vice-Chairman
*  Joanna Karman Member

*  Maciej Bednarkiewicz Member

*  Alfred Bieé Member

*  Michal Nastula Member

*  Gerard van Oiphen Member

. Tomasz Przestawski Member

On 31 August 2009, the Ministry of Treasury dismissed Joanna Karman from the Supervisory Board and
appointed Marzena Piszczek.

On 28 September 2009 Ernst Jansen, Maciej Bednarkiewicz and Michat Nastula were dismissed from
the Supervisory Board and Richard Ippela and Marco Veta were appointed to the Board.

On 1 October 2009 Richard Ippel resigned from the position of a Member of the Supervisory Board.

On 30 December 2009 Eureko B. V. dismissed Gerard van Olphen from the position of a Member
of the Management Board. Waldemar Maj was appointed a Member of the Supervisory Board - as
an Independent Expert.

Composition of the Supervisory Board of PZU as of 31 December 2009:

. Tomasz Gruszecki Chairman;

s Marcin Majeranowski Vice-Chairman,
»  Alfred Bieé¢ Member;

. Tomasz Przestawski Member;

. Marzena Piszczek Member;

. Marco Vet Member;

s  Waldemar Maj Member.
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On 5 January 2010, the Ministry of Treasury dismissed Alfred Bieé¢ and Tomasz Przeslawski from
the Supervisory Board and appointed Piotr Kaminski and Grazyna Piotrowska-Oliwa as Members
of the Supervisory Board.

On 12 January 2010, the consortium cotnprising Eureko B.V. and Bank Millenium SA dismissed Marco Vet
from the Supervisory Board and appointed Jurgen B. J. Stegmann.

Consequently, since 12 January 2010 to the date of signing these Financial Statements, the Supervisory Board

of PZU comprised:

. Tomasz Gruszecki Chairman;

s  Marcin Majeranowski Vice-Chairman,;
e  Marzena Piszczek Member;

¢ Waldemar Maj Member;

. Piotr Kaminski Member;

e  Grazyna Piotrowska-Oliwa Member;

*  Jurgen B.J. Stegmann Member;

26.9. Control of the Polish Financial Supervision Authority

On 135 June 2009, the Polish Financial Supervision Authority started control of PZU which verified the activities
and financial position as regards technical provisions and loss adjustment.

On 23 February 2010 the Polish Financial Supervision Authority issued a control protocol indicating a breach of
Act on compulsory insurance, the Insurance Guarantee Fund and the Polish Motor Insurers’ Bureau (Dz. U, No.
124 of 2003, item 1152), the Accounting Act and the Ordinance of the Minister of Finance concerning detailed
accounting principles of insurance companies (Dz. U. No. 236 of 2008, item 1634) and the Civil Code with
respect to determining the amount of claims paid and delinquencies in payments, updating petition data in
internal documentation, using general definitions conceming calculation of technical provisiens in internal
documentation and determining the amount of technical provisions.

In particular, the Authority pointed out the discounting rate applied by PZU in calculation of the provision for
capitalized value of annuity claims, which is based on expected return on assets covering provisions for
capitalized value of annuity claims and on expected increase in currently paid annuities.

PZU introduced appropriate amendments to the Regulations concerning technical provisions in order to comply
with the comments of the Polish Financial Supervision Authority in the process of calculating the provision of
capitalized value of annuity claims. These changes had no significant impact on the net financial profit/loss in
2009,

The Management Board of PZU intends to analyze the comments and present additional explanations in line
with the law in force, in cases where the Management Board considers the comments incompliant with the
actual status or unjustified.

According to the Management Board of PZU, the results of the aforementioned control and the irregularities
identified in other areas do not have a material impact on the financial performance of PZU and these financial

statements.

26.10. Anti-trust proceedings of the Office of Competition and Consumer Protection

On 30 December 2009, the President of the Office of Competition and Consumer Protection issued a decision
No. RWR 41/2009 and fined PZU for PLN 14,792 thousand for practices which breach the collective consumer
interest. PZU agrees neither with the contents of the decision nor its justification, On 18 January 2010, PZU
appealed against the decision to the Court of Competition and Consumer Protection, As a result, the decision did
not become valid. By the date of signing these Financial Statements, the appeal had not been examined.

Irrespective of the appeal, as of 31 December 2009, PZU created a provision for the above fine in the amount of
PLN 14,792 thousand.

26.11. Employment
Average employment in 2009 was 11,116 FTEs (2008: 11,483 FTEs), including:
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Managers 476 509
Other employees 10 637 10 970
Total 11116 11 483

Audit of financial statements 908 700
Other certifying services 1181 211
Tax advisory services - -
Other services 36 110
Total 2125 1021

The table above presents amounts due to the authorized entities, paid or payable for a given year, increased by
VAT, on an accrual basis.

Signatures of members of the Management Board of PZU SA:

Andrzej Klesyk — Chairman of the Board

(signature}

Rafat Stankiewicz — Member of the Board =~
{signature)

Witold Jaworski — Member of the Board s
(signature)

Person responsible for preparation of the financial statements;

Piofr Marczyk — Director of the Accounting Office ™ e
(signature)

Chief Actuary at PZU SA:

Pawel Chadysz — Vice-Director of the Actuarial Office ™ i,
(signature)

Warsaw, 7 March 2010

The attached financial statements together with notes
are a translation from the original Polish version. In case of any discrepancies between the
Polish and English version, the Polish version shall prevalil.
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