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AUDITOR’S OPINION

To the Shareholders and Supervisory Board of Powszechny Zaklad Ubezpieczen Spolka
Akeyjna

We have audited the attached consolidated financial statements of Powszechny Zaklad

Ubezpieczer Spotka Akcyjna Capital Group, for which Powszechny Zaktad Ubezpieczeri Spotka

Akeyijna with the registered office in Warsaw, Al. Jana Pawla II 24 is the Parent Company (“Parent

Company™), including:

—  consolidated statement of financial position prepared as at 31 December 2009, with total
assets and equity and liabilities of PLN 53,176,209 thousand,;

—  consolidated income statement for the period from 1 January 2009 to 31 December 2009,
disclosing a net profit of PLN 3,762,911 thousand,

— consolidated statement of comprehensive income for the period from 1 January 2009
to 31 December 2009 disclosing a total comprehensive income of PLN 3,964,429 thousand;

—  consolidated statement of changes in equity for the period from 1 January 2009
to 31 December 2009, disclosing a decrease in equity of PLN 8,785,511 thousand;

—  consolidated statement of cash flows for the period from 1 January 2009 to 31 December
2009, disclosing a cash outflow of PLN 166,405 thousand,;

—  additional information and explanations, including information on the adopted accounting
policy and other explanatory notes.

Preparation of these consolidated financial statements has been the responsibility of
the Management Board of the Parent Company. Our responsibility was to audit and express
an opinion on the fairness, correctness and clarity of these consolidated financial statements.

The statutory consolidated financial statements have been prepared by the Parent Company in
accordance with the International Financial Reporting Standards (IFRS) in the form adopted by
the European Union. The statutory consolidated financial statements of the Capital Group for
the previous financial year ended 31 December 2008 were prepared in line with the Accounting
Act and were audited by another certified auditor, who issued an unqualified opinion of 15 April
2009 on these financial statements. The consolidated financial statements of the Capital Group for
the previous financial year ended 31 December 2008 were prepared by the Parent Company m
accordance with the International Financial Reporting Standards (IFRS) in the form approved by
the European Union. The aforementioned financial statements were audited by another certified
auditor, who issued an emphasis of matter opinion of 5 June 2009 on these financial statements.
The financial statements constitute a comparable base for the data presented in the 2009
consolidated financial statements. Our opinion refers only to the consolidated financial statements
for the financial year ended 31 December 2009.
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Deloitte.

Our audit of the consolidated financial statements 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 consolidated financial statements were free of material misstatements. Our audit included, in
particular, examination of the consolidation documentation supporting the amounts and disclosures
in the consolidated financial statements, assessment of the accounting principles (policy) applied
in preparation of the consolidated financial statements, related material estimates as well as
evaluation of the overall presentation of the consolidated financial statements. We believe that our
audit provides a sufficient basis for our opinion.

In our opinion, the audited financial statements of the Powszechny Zaktad Ubezpieczefi SA Capital
Group for the 2009 financial year were prepared in all material respects based on the accounting
records kept in line with the Accounting Act of 29 September 1994 and give a true and fair view of
all information essential for evaluating the financial and economic position as well as the financial
result of the PZU Group for the 12-month period ended 31 December 2009 and as at that date, in
accordance with International Financial Reporting Standards, as approved by the European Union.

Without qualifying the accuracy and fairness of the audited consolidated financial statements, we
would like to point out the fact presented in item 1 of the consolidated financial statements, that
the Parent Company has prepared the consolidated financial statements for statutory purposes in
line with the principles set out in the International Financial Reporting Standards in the form
approved by the European Union pursuant to the resolution of the Extraordinary Sharcholders’
Meeting of 3 March 2010 on conditional adoption of the IFRS under Article 55 clause 6
of the Accounting Act applicable to consolidated financial statements of entities intending to apply
for admission to trading securities on a regulated market. The condition allowing for the adoption
of the IFRS will be met when the entity has filed a motion to approve its prospectus by the Polish
Financial Supervision Authority under the Act of 29 July 2005 on trading financial instruments
(Journal of Law from 2005, no. 183, item 1538, with subsequent amendments).

The Report on the activities of the Capital Group in the 2009 financial year is complete within
the meaning of Article 49 clause 2 of the Accounting Act and consistent with the underlying
information disclosed in the audited consolidated 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 o.0.
Al Jana Pawla I1 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 is a translation from the original Polish
version. In case of any discrepancies between the Polish and English version, the Polish version
shall prevail.



POWSZECHNY ZAKLAD UBEZPIECZEN SPOEKA AKCYJNA CAPITAL GROUP

REPORT SUPPLEMENTING THE AUDITOR’S OPINION ON THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS OF THE POWSZECHNY
ZAKEAD UBEZPIECZEN SPOEKA AKCYJNA CAPITAL GROUP FOR THE
2009 FINANCIAL YEAR

I. GENERAL INFORMATION

1. Details of the audited entity

The Parent Company of the Capital Group operates under the name Powszechny Zaklad
Ubezpieczeni Spétka Akcyjna ("Parent Company” or "Company”). The Parent Company’s
registered address is located in Warsaw, Al. Jana Pawia II 24,

Powszechny Zaktad Ubezpieczen Spétka Akcyjna with its registered office in Warsaw at Al. Jana
Pawla II 24, was established via transformation of Pafstwowy 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, Journal of Law from 1996, no. 11, item 62, as amended).

The terms and procedures of transformation and assignment of liabilities of Pafistwowy Zakiad
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 Panstwowy
Zaktad Ubezpieczen into a state-owned joint-stock company took place on 23 December 1991
pursuant to a notarized deed Rep. A-ITI-21516/91.

Currently, the Company is recorded in the register of entrepreneufs kept by the District Court for
the capital city of Warsaw, XII Business-Registry Division in Warsaw under number KRS9831.

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 (Journal 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 SA - 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.

No changes in the Company’s share capital took place after the balance sheet date.
The Capital Group’s financial year is a calendar year.

Deloitte Audyt Sp. z 0.0. 5



POWSZECHNY ZAKEAD UBEZPIECZEN SPOEKA AKCYJNA CAPITAL GROUP

As at the opinion date, the composition of the Management Board of Powszechny Zaklad
Ubezpieczen Spdtka Akcyjna was as follows:

—  Andrzej Klesyk —  President of the Management Board,;
—  Rafat Stankiewicz —  Member of the Management Board;
—  Witold Jaworski —  Member of the Management Board.

The following changes in the Parent 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.

The above changes were filed with and recorded in the appropriate court register.

As of 31 December 2009, the Powszechny Zaklad Ubezpieczen Spétka Akcyjna Capital Group
included:

«  the Parent Company — Powszechny Zaklad Ubezpieczen Spotka Akcyjna and
»  Subsidiaries;

—  Powszechny Zaktad Ubezpieczei na Zycie SA

—  Powszechne Towarzystwo Emerytalne PZU SA

—  PZU Centrum Operacji SA — former Centrum Informatyki Grupy PZU SA

— PZU Tower Sp. z 0.0.

—  PrISC Insurance Company PZU Ukraine and its subsidiaries

— UAB DK PZU Lietuva

— Ogrodowa-Inwestycje Sp. z o.0.

— PZU Pomoc SA

-~ Ipsilon Sp. z 0.0.

—  Syta Development Sp. z o.0. in liquidation

—  Towarzystwo Funduszy Inwestycyjnych PZU SA

—  Sigma Investments Sp. z c.0.

— PZU Asset Management SA

—  Miedzyzakladowe Pracownicze Towarzystwo Emerytalne PZU SA

—  PrJSCIC PZU Ukraine Life Insurance

— UAB PZU Lietuva Gyvybes Draudimas

~  Krakowska Fabryka Armatur SA and its subsidiaries

- ICH Center SA

- associates:
— Kolej Gondolowa Jaworzyna Krynicka SA
— Nadwislanska Agencja Ubezpieczeniowa SA

As at 31 December 2009 the consolidated financial statements included the following companies
and entities:

a) the Parent Company — Powszechny Zaklad Ubezpieczen Spoétka Akcyjna

We have audited the statutory financial statements of the Parent Company Powszechny Zaktad
Ubezpieczent Spétka Akcyjna for the period from 1 January to 31 December 2009. As a result
of our audit on 7 March 2010 we issued an unqualified opinton.

Deloitte Audyt Sp. z o.0.



POWSZECHNY ZAKEAD UBEZPIECZEN SPOLKA AKCYJNA CAPITAL GROUP

b)  Companies and entities subject to consolidation using the full method:

Name and address of the Sh::l:z in Name of the entity that audited the
Compan ital financial statements/consolidation | Opinion date
pany “‘(1:/';' package and type of opinion issued
(4
Povysze_:chny Zaktad Ubezpieczen 100% De]mtt.e Audy’t. S_p. Z0.0. - 7 March 2010
na Zycie SA unqualified opinion
Powszechne Towarzystwo 100% Deloitte Audyt Sp. z 0.0. - 5 February
Emerytalne PZU SA ® | unqualified opinion 2010
PZU Centrum Operacji SA — former .
Centrum Informatyki Grupy PZU j00% | Deloitte AudytSp.zo.0. - 12 February
SA unqualified opinion 2010
Deloitte Audyt Sp. z 0.0. - 10 February
0,
PZU Tower Sp. z 0.0. 100% unqualified opinion 2010
PrJSC Insurance Company PZU 100% Deloitte Ukraine — unqualified 10 February
Ukraine * | opinion 2010
UAB DK P7U Lietuva 99 76% Deloiite Lietuva UAB - unqualified 10 February
> o Opmion 2010
. Deloitie Audyt Sp. z o.0. - 10 February
- 0
Ogrodowa-Inwestycje Sp. z 0.0. 100% unqualified opinion 2010
PZU Fundusz Inwestycyjny Otwarty 50.71% Ernst & Young Audit Sp. z 0.0. - 19 February
Papieréw Diuznych Polonez *'77% | unqualified opinion 2010

In the view of insignificance for the Capital Group profit/loss, the following companies were

excluded from consolidation:

Share in Value ?f shar:es
. . . at cost including
Company’s name the capital Relationship impairment
(%) (PLN ‘000)
TFI PZU SA 100% Subsidiary 24,793
PZU Asset Management SA 100% Subsidiary 4,642
PZU Pomoc SA 100% Subsidiary 10,950
UAB PZU Lietuva Gyvybes Draudimas 99.34% Subsidiary 40,235
PrJSC IC PZU Ukraine Life Insurance 100% Subsidiary 8,697
grakowska Fabryka Armatur SA (Capital 64.63% Subsidiary 42,952
roup)

ICH Center SA 90% Subsidiary 1,292
g;iﬁ:&f%%‘;imwmm Towarzystwo | 1500 Subsidiary 500
Ipsilon Sp. z 0.0. 100% Subsidiary 52
Syta Development Sp. z 0.0. in liquidation 100% Subsidiary 0
Sigma Investments Sp. z 0.0, 100% Subsidiary 50
Kolej Gondolowa Jaworzyna Krynicka SA 37.53% Associated entity 5,347
Nadwislafiska Agencja Ubezpieczeniowa SA 30% Associated entity 540
Total 140,050

Deloitte Audyt Sp. z 0.0, 7




POWSZECHNY ZAKLAD UBEZPIECZEN SPOLKA AKCYJNA CAPITAL GROUP

2. Information on the consolidated financial statements for the previous financial year

The activities of the Capital Group in 2008 resulted in a net profit of PLN 2,344,449 thousand.
The consolidated financial statements of the Capital Group for the 2008 financial year prepared in
line with the Accounting Act were audited by a certified auditor. The audit was performed by
the authorized entity Emst & Young Audit Sp. z 0.0. On 15 April 2009, the certified auditor issued
an unqualified opinion on these financial statements.

The Capital Group also prepared the consolidated financial statements for the previous financial
year in accordance with the International Financial Reporting Standards in the form approved
by the European Union. The financial statements were audited by another certified auditor,
who issued an emphasis of matter opinion on 5 June 2009 which constitutes a comparable base for
the 2009 consolidated financial statements.

The Shareholders Meeting which approved the statutory consolidated financial statements for
the 2008 financial year was held on 29 July 2009.

The consolidated financial statements for the 2008 financial year were submitted in accordance
with the law to the National Court Register on 11 August 2009, The financial statements were
published in Monitor Polski B no. 2235 on 9 November 2009.

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

The audit of the consolidated financial statements was performed based on the agreement
of 28 August 2009 concluded between Powszechny Zaklad Ubezpieczen Spétka Akcyjna and
Deloitte Audyt Sp. z 0.0. with the registered office in Warsaw, Al. Jana Pawla II 19, registered
under number 73 on the list of entities authorized to provide audit services kept by the National
Council of Statutory 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),
in the registered office of the Parent Company and outside its premises from 8 February
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 of the Parent Company.

The Company prepared the consolidated financial statements for statutory purposes in accordance
with the International Financial Reporting Standards (IFRS) as approved by the European Union
pursuant to the resolution of the Extraordinary Shareholders Meeting of 3 March 2010
on the conditions of adopting the IFRS in compliance with Article 55 clause 6 of the Accounting
Act applicable to consolidated financial statements of entitics intending to apply for admission
to trading securities on a regulated market. The condition allowing for the adoption of the IFRS
will be met when the entity has filed a motion to approve its prospectus by the Polish Financial
Supervision Authority under the Act of 29 July 2005 on trading financial instruments (Journal
of Law from 2005, no. 183, item 1538, with subsequent amendments).

Deloitte Audyt Sp. z 0. 0. and the certified auditor Jacek Marczak confirm that they are authorized
to carry out audits of financial statements 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) fo express
an unbiased and independent opinion on the consolidated financial statements of the Powszechny
Zaktad Ubezpieczen Spétka Akcyjna Capital Group.

Deloitte Audyt Sp. z o.0. 8



POWSZECHNY ZAKEAD UBEZPIECZEN SPO1L.KA AKCYJNA CAPITAL GROUP

4. Availability of data and management representations
The scope of our audit was not [imited.
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 Parent Company of 7 March 2010,

Deloitte Audyt Sp. z o.0. 9



POWSZECHNY ZAKEAD UBEZPIECZEN SPOLKA AKCYJINA CAPITAL GROUP

5. Economic and financial position of the Capital Group

Presented below are the main items from the consolidated statement of financial position,
consolidated income statement and consolidated statement of other comprehensive income as well
as financial ratios describing the financial profit/loss of the Capital Group and its financial position

as compared with the same items in the previous year.

Selected items from the statement of financial position 31.12.2009 31.12.2008
(in PLN *000)

Intangible assets 85,069 69,573
Property, plant and equipment 1,043,811 1,085,561
Investment property 346,552 282,678
Financial assets 48,237,593 54,220,993
Receivables 1,383,978 1,412,184
Reinsurers’ share in technical provisions 748,313 884,852
Total assets 53,176,209 59,359,041
Equity 11,266,879 20,052,390
Undistributed profit / uncovered loss 5,377,826 5,371,288
Technical provisions 30,481,797 30,767,412
Investment contracts 3,726,529 5,991,121
Other provisions 575,541 498,387
Provision for deferred income tax 444,053 205,273
Other liabilities 5,974,052 1,082,161
Accruals and deferred income 700,769 652,573
Selected items from the consolidated income statement 31.12.2009 31.12.2008
(in PLN 000) ‘

Net earned premiums 14,485,214 14,285,612
Net investment income 2,363,384 2,411,755
Revenue from commissions and fees 340,876 338,022
Net profit/loss on realization and impairment loss on 261.310

. s (855,895)
Iinvestments

Net c:hange in the fair value of assets and liabilities measured 844,307 (975,962)
at fair value

Other operating revenue 260,066 192,266
Net insurance claims (9,436,281)  (8,592,057)
Acquisition costs (1,839,605) (1,668,023}
Administrative expenses (1,808,881)  (1,774,846)
Claims and change in measurement of investment contracts (275,057 245,505
Income tax (802,900) {601,340)
Net profit 3,762,911 2,329,718
Main items from the consolidated statement of other 31.12.2009 31.12.2008
comprehensive income (in PLN ‘000)
Net profit 3,762,911 - 2,329,718
Other comprehensive income 201,518 (113,409)
Net comprehensive income total 3,964,429 2,216,309

10
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POWSZECHNY ZAKEAD UBEZPIECZEN SPOELKA AKCYINA CAPITAL GROUP

Profitability ratios 2009 2008

— profitability ratio.on the k{asis of gross premium written 26.2% 16.0%
(net profit / gross written premium

— profitability ratio on the basis of net premium written 26.5% 16.1%

(net profit / net written premium)
Claims ratios

— gross claims ratio 64.7% 59.0%

(claims and change in technical provisions/gross eamed premium)

— net .clalms ratio _ . N ) 65.1% 60.1%
(claims and net change in technical provisions/net earned premiumy)

Total operating costs ratio

- admi_n.istra-tive expenses ratig - 12.6% 12.2%
(administrative expenses/gross written premium)
— acquisition costs ratio 12.8% 11.5%

{acquisition costs/gross written premiumy)

Return on investment and equity ratios;

— investment level ratio

(financial assets and investment property / equity and technical 117.7% 108.6%
provisions less reinsurers’ share as at the end of the reporting period)
~ Tetum on equity 24.0% 12.3%

(net profit/average equity)!

Solvency and funds security ratios

— provision allocation ratio .
(financial assets and investment property / technical provisions less 162.2% 181.4%
reinsurers’ share)

The analysis of the above figures and ratios identified the following trends in 2009:

—  an increase in profitability ratio on the basis of gross written premium from 16.0% in 2008
10 26.2% in 2009;

~  an increase in profitability ratio on the basis of net written premium from 16.1% in 2008 to 26.5%
in 2009;

—~  an increase in gross claims ratio from 59.0% in 2008 to 64.7% in 2009;

—  an increase in net claims ratio from 60.1% in 2008 to 65.1% in 2009,

—  an increase in investment level ratio from 108.6% at the end of 2008 to 117.7% at the end 0f 2009;

—~  an increase in return on equity from 12.3% in 2008 to 24.0% in 2009;

—  a decrease in provision allocation ratio from 181.4% at the end of 2008 to 162.2% at the end
of 2009.

! The average calculated as an arithmetic average of the equity balance as at the beginning and the end
of the reporting period.

Deloitte Audyt Sp. z o.o. 11



POWSZECHNY ZAKLAD UBEZPIECZEN SPOLKA AKCYJNA CAPITAL GROUP

II. DETAILED INFORMATION

1. Information on the audited consolidated firancial statements

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

- consolidated statement of financial position prepared as at 31 December 2009, with total
assets and equity and liabilities of PLN 53.176.209 thousand;

—  consolidated income statement for the period from 1 January 2009 to 31 December 2009,
disclosing a net profit of PLN 3,762.911 thousand;

— consolidated statement of comprehensive income for the period from 1 January 2009
to 31 December 2009 disclosing a total comprehensive income of PLN 3.964.429 thousand;

— consolidated statement of changes in equity for the period from 1 January 2009
to 31 December 2009, disclosing a decrease in equity of PLN 8.785.511 thousand;

—  consolidated statement of cash flows for the period from 1 January 2009 to 31 December
2009, disclosing a cash outflow of PLN 166.405 thousand,

— additional information and explanations, including information on the adopted accounting
policy and other explanatory notes.

The structure of assets and equity plus liabilities as well as items affecting the financial result
has been presented in the consolidated financial statements.

The audit covered the period from 1 January to 31 December 2009 and consisted mainly in:

- auditing the correctness and fairness of the consolidated financial statements prepared by
the Management Board of the Parent Company;

— auditing the consolidation documentation;

— evaluating the correctness of consolidation methods and procedures applied during
consolidation;

~  review of opinions and reports on the audit of financial statements of subsidiaries and other
entities included in consolidation, prepared by other certified auditors;

The audit of the consolidated financial statements was conducted in line with the relevant legal
regulations as well as auditing standards issued by the National Council of Statutory Auditors.

2. Consolidation documentation

The Parent Company presented the consolidation documentation including:
1) statutory financial statements of entities covered by the consolidated financial statements;

2) consolidation packages of subsidiaries covered by the consolidated financial statement
appropriated adjusted in accordance with IFRS and accounting principles (policy)
of the Group applied in consolidation;

3) consolidation packages of subsidiaries translated into PLN;

4) all consolidation adjustments and eliminations, necessary for the preparation of
the consolidated financial statements;

5) calculation of impairment of goodwill,
6) calculation of minority interest;

7) calculation of exchange rate difference from translation of financial statements of subsidiaries
expressed in foreign currencies.

Deloitte Audyt Sp. z o.0. 12



POWSZECHNY ZAKLAD UBEZPIECZEN SPOEKA AKCYJNA CAPITAL GROUP

Basis for preparation of the conselidated financial statements

The consolidated financial statements of the Capital Group for the 2009 financial year were
prepared in accordance with the International Financial Reporting Standards in the form approved
by the European Union.

Description of the entities within the Capital Group

The criteria specified in the International Financial Reporting Standards were applied when
determining relationships as well as the consolidation scope and methods.

Financial period

The consolidated financial statements werc prepared as of the same balance sheet date
and the same financial year as the financial statements of the Parent Company — Powszechny
Zaklad Ubezpieczeni Spotka Akcyjna. Subsidiaries included in consolidation prepared fiancial
statements as of the same balance sheet date as the Parent Company. The financial year of all
subsidiaries included in consolidation ended 31 December 2009.

Consolidation method

The consolidation of the financial statements of the Capital Group, as regards subsidiaries, was
carried out in line with the full method by summing up all individual respective items of financial
statements of the Parent Company and subsidiaries included in consolidation.

After adding up the values, consolidation adjustments and exclusions were applied to:

—  acquisition value of shares held by the Parent Company in subsidiaries and part of net assets
of subsidiaries, corresponding to the interest held by the Parent Company in these entities;

—  mutoal receivables and liabilities of entities included in consolidation;

—  material revenue and expenses related to transactions between entities included in
consolidation.

Subsidiaries and associates excluded from consolidation and not measured using the equity method
due to their insignificance are measured at purchase price less impairment loss.

3. Completeness and correctness of drawing up additional information and explanations
and the report on the activities of the Capital Group

The Parent Company confirmed the validity of the going concern principle followed in
the preparation of the consolidated financial statements. The additional information
and explanations to the consolidated financial statements give a correct and complete description
of valuation principles regarding assets and liabilities plus equity, principles of measurement of
the financial profit/loss as well as method of preparation of the consolidated financial statements.

The Parent Company prepared the additional information and explanations in the form of tabular
notes to individual items in the consolidated statement of financial position, income statement and
statement of comprehensive income as well as narrative descriptions in line with IFRS.
Explanatory notes describing: property, plant and equipment, intangible assets and provisions,
including technical provisions correctly present increases and decrcases as well as their basis
during the financial year. Limited disposability was indicated for individual assets presented in

the consolidated statement of financial position, as some of them constituted collateral of creditors.

Individual assets and equity and liabilities as well as revenue and expenses were correctly
presented by the Parent Company in the consolidated financial statements. The consolidated
statement of financial position, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows with additional notes,

Deloitte Audyt Sp. z 0.0, 13



POWSZECHNY ZAKEAD UBEZPTECZEN SPOELKA AKCYJNA CAPITAL GROUP

information and explanations constituting an integral part thereof, contain all the items, whose
disclosure in the financial statements is required by the provisions of IFRS.

The Report on the activities of the Capital Group in the 2009 financial year is complete within
the meaning of Article 49 clause 2 of the Accounting Act and consistent with the underlying
information disclosed in the audited consolidated financial statements.

4, 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 Parent Company in which the Board stated that the companies from
the PZU Capital Group 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 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

Deloitte Audyt Sp. z o.0. 14



CAPITAL GROUP
POWSZECHNY ZAKEAD UBEZPIECZEN
SPOLKA AKCYJNA

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED
31 DECEMBER 2009
PREPARED IN LINE WITH INTERNATIONAL FINANCIAL
REPORTING STANDARDS

The attached consolidated 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 prevail.



Powszechny Zaklad Ubezpieczen Spotka Akeyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

TABLE OF CONTENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION......ovvrvimmnimisissnessisssnissnssisssamsnmssessssassssnne 4
CONSOLIDATED INCOME STATEMENT ....ccoovvivnesrenserssssmrerrinssssssssesssessessassassesanssmsrssnsssessresassnsstssssissssins 6
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME ........ S, T |
STATEMENT OF CHANGES IN CONSOLIDATED EQUITY ..cccoinimmmmnnissssirimssssssmsasssssssersrssessessssssseresssass 8
CONSOLIDATED STATEMENT OF CASH FLOWS ..o tratrresasssis et ransenssanes 10
SEGMENT REPORTING ....cconvinissnssisnsssssssssinissississssssssssssmnnssnssnsnsassssusassssarasasssasanes crvsessin et e s st smerae e 12
ADDITIONAL INFORMATION AND EXPLANATORY NOTES .....ccccnmnnnnmmicscsnmnnescmessenisnsessni 16
B S o Tc 13T T T PO SSRS PP PP 16
2. Structure of the Capital GIOUP .eeveeerrrerinerrermvresre e setsiesissssssistssssssesssnssssssssssssssssssassssssmssssssessssessrasseres 10
3. Key accounting principles (POLICY) ceurvmrverirririsisieresrmessitisssisssissensnnissssasssssasinsssssssarasssar s rnsassgsessiass ey 20
4. Key assumptions underlying accounting estimations.........c..cccomininiinners st 37
5. Judgments used when selecting and applying accounting principles (Policy) ..o 39
TN 1= ¢4 Tt o LA (o eV 71 1O OO RSOV PP PO PP 40
7. RiSK MANAZEIMIENL .e..iiereiiiiceeeitee it s ene s e e s b e bbb a b sba s e R b e e s 41
8. EqQUELY IMANAZEIMEIT. . .teeiieeeieieeierireeeressaserseesressrassesseeemeereteesreabs s an e rE T irSom e emde bt e s saaaba et bads s s eb s s ar s e be e e s 60
0. IHEANZIDIE BSSEES .ceeetririeriieiceieriesreercre et er et s sres s s s smessm e err e see s b e sa s er e e e e e e b ek Eada e b e e L e eAt e e e e eE e s e e v r st 62
J0. GOOAWILL ...t et E e e e s AR e R e 64
11. Property, plant and @QUIPIENt ..........cccviriiimmiiinrirr e s et e s 65
PP EATT=T1n 1150 s o3 071 o O PSSP S TP PSSR OP 67
13, FiINANCIAL BSSEES vuviverrerereerirarerimreriiasirareessoressisssassssessmerssocmrescatsbestasesesssessarssantasssessssarassass asssaensencasestssinsiisess 67
14. Receivables, including under iNSUrance COMTATLS .....c.cvcmeiiniiriiiisiiisver s s escsisseres e sm st s n s snns 76
15. Reinsurers’ share in technical provisions ... s 78
16. Impairment of financial assets and receivables.........c v 79
17. Estimated recoveries and FECOUISES. .. ettt s e s b 82
18, DefeITed 1AX ASSEL.u.civiiiiiiiiis it it st sa e b TR ISR e 82
19. Current INCOME tAX TECEIVADIES ..ot riiirsres e erre e s st s i s st e s sr e 83
20. Deferred acquiStiOn COSIS vt e et res st s es s sa s s e e s e v e ns st e s enesaen s sanera e e s e asr s res 83
2], PIEPAYITIEIILS ..vvicvrerericraiirriiareiesiassressssestesasresansesassnmres s s bt asbesaeaarEae R eepE s sesbd T e oR TS eR et SRR S a S m e s e e e s e e nE e e s e s res 84
22, OFNET BSSELS ..veierrereeraresernrsissereernresessssssasesssraste st saeasasssasiaserestsscanasassssetasssesesansarasartsasseensesranasrarassssesssarens 84
23. Cash and cash eqUIVALENLS........cccorrereiierrir et et et s e e e 84
24. Non-current assets held fOr Sl ... e e e e 85
25. Issued capital and reserves attributable to equity holders of the parent cCOmpany........cvcvicciniennnisnnninien, 835
26. Exchange differences from translation.......cc..csmmsiimriiss s eree s et 86
27, TechniCal PIOVISIONS ...c.icvveveeieiereieesssiasreresinesessrississssrermersss sttt shestase s sesssasrn e nr T e s e e na s s e st nareanpetsisabenseons 87
28, INVESIINENL COMITACES. ... coeeiiieii e et e s st e e e b LR TR e e s e e b e sR L P e e s r e s R e s g eae s e e e e e e e b e bR e R abee 88
29, Provisions for employee Denefits ......ccuivvieoiinerenienrmnre et s s e s 89
KT 11T o u) (03 T OO OO USSR 91
31. Deferred income taxX HabILEY .. ..ocoviereiiireerisemnnenseererraerae et st sns s ssss st e s s s s s e e st nsbans 93
32. Current income tax HabilIties ..ot e 93
33. Other liabilities.........ccrinimurrviiecrmrirrionns T U OSBRI 94
34, Accruals and deferred iNCOME ... ..o.vvviee i st s e e 95
35, GroSs WIIIEI PIEIMIUITIS ....uevrsiiviieressesresssrararesiee s e rebs e ai e arers s s s s e sa a0 TSR e s 9 e s e m s Ha e T e b e e s e ns s s sbe s e nrE s e rdhErn s 96
36. Revenue from commissions and fEES i s 96
37, Net INVESHMENT ICOIME. ....cuiveriiiseerr st eertiaa e e s s s ba s s E s T s 40 s e b e R e e e s e R 97
38. Net profit/loss on realization and impairment loss on invesStmMEnts........c.ocoinnieininnas e 97
39. Net change in the fair value of assets and liabilities measured at fair value .....c.ocoevuivicieinnnnincniscnenn, 98
40. Other OPETAtiNE TEVEIIUE ... .oiuieieeirircrereiseenresreinr s see et rasssis s s ra s s sk e s e ba b e a b e s R s et s e s s e eaans s e arn e n s n e seenen 98 -
41, INSUTANCE CHAIILE . ...cciviieieriieitiieieetisrereerssasr s srsnras e e e e rs i sar s e s e ar e ramtabe b e R b EaSE LR L e e e s b s rn s ean s T arE s nssaesiemnin 98
42. Claims and change in measurement of investment CONTACES ..o vmeieciiminnini s 102
43, ACUISIEION COBES ..uviiuiiiiieiiiiic e it tccre s e en s e e s s e e e et saas sh e e s ane s a e st e AR SR s s b e s AT Een S e m e s e e e e aenanseaE T s n e e e 102
44, AdMINISITALIVE EXPEIISES .ocuvreeiiireererierenresirres e s ettt sas s e e e b e e be e b e e e e e e e e s 103




Powszechny Zaklad Ubezpieczefi Spotka Akeyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

45.
46.
47.
48.
49.
50.
51
52
53.
54,
55.

EINPLOYEE EXPEIISES w.vruersiermseesemsersrsrsassssamssassissse s d e EE S8 SRS 103
OFhEr OPETALIE EXPEIISES <..cuuruiisirisrnsiuinsisrrarsessssesceerrnr b n s EE oLt e 104
FINANCIAL BXPEIISES 1ovorvoeerucuriniainsamsnssssmasasssees s s e s s 1RSSR 104
EXChAnge diffErENCES . ..vivisisieritiesss et s 105
TELCOTIEE TAX . veevresseeeeeeaeetssstssnssneasesssnsesmss sammsesssessnsniasbensrensbt eanbneareressor b L oE L E e T I e e s I LTS E e LS AR E ST e 105
Revenue from the exchange of goods and SErvICes .. 106
Contingent assets and HADIIHES .......o.ooov i s 106
Assets used as security of receivables, liabilities and contingent Habilties ... 107
REIALEA PAITIES .....vereeverermenrsrssesereeissistsesaer ey sssass e et s E RIS SRS 107
EIMPIOYIMENE 1o vt vueruetnierssereseceasiie et ees e ss s eSS b RS AL R R S 111
OTBEr ITOTIMALION 1 .veesveeeeereeiiiiesiesseeresseesssesentessabare s s oeva e b e R EaF TR TR eSS E SR O Y £ E A e E RS a LB S AR T nnds 111




Powszechny Zaktad Ubezpieczeri Spotka Akeyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(in PLN °000)
31 Decembe 31 December

Assets Nate 25;9 r 2008
Intangible assets 9 85 069 69 573
Goodwill 10 19 631 20216
Property, plant and equipment il 1043 811 1085 561
Investment property 12 346 552 282 678
Entities measured using the equity method - -
Financial assets

Financial instruments held to maturity 13.1 23327 568 24 567 510

Financial instruments available for sale 132 10 027 845 11 570 255

Financial instruments measured at fair value through profit or loss 133 10213 631 9 744 200

Loans 13.4 4 668 549 8339028
Receivables, including receivables from insurance contracts i4 1383978 1412184
Reinsurers” share in technical provisions 15 748 313 884 852
Estimated recoveries and recourses 17 82330 56 649
Deferred tax assets 18 24913 9 869
Cumrent income tax receivables 19 87 599 334
Deferred acquisition costs 20 481 139 454 198
Prepayments 21 252944 291 417
Other assets 22 15 781 11723
Cash and cash equivalents 23 366 556 533 206
Assets used in continuing operations 53176 209 59 333 453
Non-current assets held for sale and disposal groups 24 - 25 588
Total assets 53176 209 59 359 041

Warsaw, 7 March 2010

The attached notes constitute an integral part of the financial statements
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Powszechny Zaktad Ubezpieczeti Spotka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONT.)

(in PLN *000)
Equity and liabilities Note 31 Deeember 31 December
Equity
Issued share capital and other equity attributable to the sharcholders of the
parent
Share capital 25.1 86352 86352
Other capitals 5802 568 14 594 582
Supplementary capital 5485014 i4 478 547
Revaluation reserve 252 340 970 139 314
Exchange differences from translation of controlled entitics 26 (23 416} (23279)
Undistributed profit / uncovered loss 5377 826 5371 288
Previous year profit (loss} 2 365 282 3041 547
Net profit (foss) 3762945 2329741
Appropriations on net profit during the financial year (750 401) -
Minority interest 133 168
Total equity 11 266 879 20052 390
Liabilifies
Technical provisions 27
Provision for uneamed premiums and for unexpired risks 3 846 600 4126 583
Life insurance provision 14 582 590 15289 073
Provisions for outstanding claims 4456 464 4322 352
Provision for capitalized value of annuity claims 4 874 653 4528 618
Provisions for bonuses and rebates for the insured 5071 1553
Other technical provisions 698 918 733 944
Unit linked technical provisions 2017 501 1765 289
[nvestment contracts 28
- with guaranteed and fixed terms and conditions 2632 054 4964 593
- for the client and at the client’s risk 1094 475 1026 528
Provisions for employee benefits 29 260 946 261 5t1
Other provisions 30 314 595 236 476
Provision for deferred income tax 31 444 053 205273
Current income tax liabilities 32 3056 81952
Derivatives 3533 27732
Other liabilities 33 5974052 1082 161
Accruals and deferred income 34
Cost accruals 464 126 391 400
Deferred income 236 643 261 173
Liabilities related to continuing operations 41 909 330 39 306 651
Liabilities directly related to non-current assets classified as held for sale - -
Total liabilities 41 909 330 39 306 651
Total equity and liabilities 53176 209 59 359 041

Warsaw, 7 March 2010

The aitached notes constitute an integral part of the financial statements
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Powszechny Zaklad Ubezpieczefi Spétka Akcyjna Capital Group
Consolidated financial statements in tine with IFRS for the financial year ended 31 December 2009

CONSOLIDATED INCOME STATEMENT
(in PLN “000)

1 January - 31

I January — 31

Consolidated income statement Note December 2009 December 2008
Gross written premiums 35 14362 717 14 563 147
Reinsurer’s share in the written premium (162 758) {130 395)
Net written premium 14 199 959 14 432 752
Change in net provision for uneamed premium 285255 (147 140)
Net earned premiums 14 485214 14 285612
Revenue from commissions and fees 36 340 876 338022
Net investment income 37 2 363384 2411 755
Net profit or loss on realization and impairment loss on investments 38 261310 (855 895)
t]::?: :::{ll.lnege in the fair value of assets and liabilities plus equity measured at 39 844 307 (975 962)
Other operating revenue 40 260 066 192 266
Claims and change in technical provisions (9470 174) (8 503 230)
Reinsurers’ share in claims and change in technical provisions 33893 (88 827)
Net insurance claims 41 (9 436 281) (8 592 057)
Claims and change in measurement of investment contracts 42 (275 057) 245 505
Acquisition expense 43 {1 839 605) (1 668 023)
Administrative expense 44 (1 808 881) (1 774 846)
Othet operating expense 36 (593 582) (675 319)
Operating profit (loss} 4 601 751 2931 058
Financial expense 47 (35 9400 -
Share in net profit (loss) of entities measured using the equity method - -
Gross profit (loss) 4 565 811 2 931 058
49
Income tax
- current portion (632 407) (773 920}
- deferred portion {170 493) 172 580
Net profit (loss), including: 3762 911 2329718
- profit (loss) attributable to equity holders of the parent 3762 945 2329741
- minority profits (loss) (34) {23)
Net profit (loss) from continuing operations 3762911 2329718
Net profit (loss) from discontinued operations - -
Weighted average basic and diluted number of ordinary shares 86 352 300 86352 300
Ezsl\}t): and diluted profit (loss) on continuing operations per ordinary share (in 4358 26,98
Basic and diluted profit (loss) on discontinued operations per ordinary share . R
(in PLN)
Basic and diluted profit {loss) per ordinary share (in PLN) 43,58 26,98

Warsaw, 7 March 2010

The attached notes constitute an integral part of the financial statements
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Powszechny Zaklad Ubezpieczefi Spétka Akeyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(in PLN “000)

. - 1 Januvary—31 1 January - 31
Consolidated statement of comprehensive income Decembg 2009 Deccmber}" 2008
Net profit (loss) 3762911 2329718
Other comprehensive income: 201 518 (113 409)
Financial assets availabie for sale 184 693 (108 402)
Exchange differences from translation of controlled entities {138) (5281
Reat property reclassified from property, plant and equipment to investment property 16 963 274
Net comprehensive income total 3964 429 2216 309
- comprehensive income attributable to holders of the parent’s equity 3964464 2216288
- comprehensive income attributable to equity under discretionary participation features . _
contracts
- comprehensive income attributable to minority interest {35) 21

Warsaw, 7 March 2010

The attached notes constitute an integral part of the financial statements
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Powszechny Zaktad Ubezpieczeri Spotka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

CONSOLIDATED STATEMENT OF CASH FLOWS

(in PLN ‘000)

Consolidated statement of cash flows ég‘;':::g ;ﬂ::]lg Il)g;'::;g ;U:;JIS
Cash flows from operating activities
Inflows 19181014 22 487 003
- gross inflows from insurance premiums 14 526 646 14 621 987
- inflows from investment contracts 3576627 6952972
- inflows from reinsurance commissions and share in reinsurers’ profits 11 781 9073
- reinsurers’ payments due to share in claims 173 025 102 679
- other inflows from operating activities 892 935 800 292
Outflows (20 721 570) (17 872 129)
- insurance premiums paid due to reinsurance (143 575) (124 820)
- paid commissions and profit sharing due to outward reinsurance (24 413) (17 358)
- gross claims paid {8 871 634) (8 567 232)
- claims paid due to investment contracts (5 991 022) (3 343 550)
- outflows due to acquisition {1 322 888) (1218617
- administrative outflows (2 142 752) (2 187 420)
- interest payments (170) (46)
- income tax payments (617 902) (I 126 338)
- other operating outflows (1607214) (1286 748)
Net cash flows generated by operating activities (1 540 556) 4 614 874
Cash flows from investment activities
Inflows 419 444 801 433 485216
- inflows from investment property 6 546 21273
- disposal of intangible assets and property, plant and equipment 2712 4552
- disposal of shares 3430935 3630097
- redemption of debt securities 34 672090 20237 927
- withdrawal of term deposits at credit institutions 182 406 133 206 864 509
- cash from other investments 197 472 475 201 421 476
- interest received 1393 811 [ 189 603
- dividends received 60 030 114332
- other inflows from investments 69 1447
Qutflows (410040 675) (438136 757)
- acquisition of investment property (283) (1 420)
- payments for maintenance of investment property (8 431) {13 422)
- acquisition of intangible assets and property, plant and equipment (155 781) (382 571)
- acquisition of shares {3 625 911) (3 694 90%)
- decrease in cash balance due to discontinued investment funds consolidation (43 784) (89 638)
- acquisition of debt securities (30 645 717) (22 159 974)
- acquisition of term deposits at credit institutions (178 998 253) (212 726 050)
- acquisition of other investments (196 505 813) (158 979 612)
- other payments for investments (56 702) (89 161}
Net cash used in/generated by investment activities 9 404 126 (4 651 541}

Warsaw, 7 March 2010

The attached notes constitute an integral part of the financial statements
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Powszechny Zaklad Ubezpieczen Spélka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

CONSOLIDATED STATEMENT OF CASH FLOWS (CONT.)

(in PLN 000}
Consolidated cash fow statement ;;I;I::;g 2_0%19 [1):3];]::;3 ;0?118
Cash flows from financing activities
Inflows 4712755 1516
- loans and borrowings and issues of debt securities 4712 755 1516
Qutflows (12 742 730) (5 356)
- dividends paid to holders of the parent’s equity (12 742237) (3 851)
- repayment of loans and borrowings and redemption of debt securities (493) (1 502)
- interest on loans and borrowings and issued debt securities - 3
Net cash used in financing activities (8 029 975) (3 840)
Total net cash flows (166 405) (40 507)
Cash and cash equivalents at the beginning of the financial year 533 206 573 358
Change in cash due to exchange differences (245) 355
Cash and cash equivalents at the end of the financial year, including: 366 556 533206
- of limited disposability 29 666 68 575

Warsaw, 7 March 2010

The attached notes constitute an integral part of the financial statements

11



41

16 T9L € (9£b STS 1) TR8 911 075 LL9T SPE E6Y T (ss01) 1g0d JaN
{006 208) SPE BT (060 LD {L¥8 $09) (80¢ 681) Xe] W]
118595 ¥ (18L€¥S 1) TL6 £P1 LIETRLE £STE897 (ss01) jod ss019
- - - - - -potpew Aunba oy Suisn pamsesur sOU Jo (s501) Myord 100 ur 1Y
(O¥6 SE) - - - {ov6 SE) asuadxo [eroeul ]
1S 109 ¥ (18L €S 1) TLG £P1 L9ETSTE £6T6ILT (ss01) 3yoad Sunesado
(z8s £69) LT0 €L (151 1) (£30 +81) {1e€ 12H asuadxa SuneIsdo Y0
(188808 1) (Lew 11) (sTv TTD) (9L 619) (557 550 1) 9suadxa SANRISIUTWRY
(509 658 1) (56 61) (LL119) (116 16£) (Tzs 99¢ 1) asuadis uonisinboy
(150 5L7) (Ls0 SLT) - - - SIORNUGY JUSULGSIAUT JO JUSTIINSES Ul 23Uy PUR SULE|D)
(187 9¢¥ 6) (0g) - (785 £6L £) (699 219 5) SUIER 3DUBINST] JON
£68 £€ - - - £68 €€ Suo1s1A01d T291IN00) Ul SSUBYD PUE SWIE[D Ul 9J2YS SIAINSULYY
(FL1 0Ly 6) (09 - (z8s €6L ) (Z959L9 §) suoisiacad [eoryoe) w1 JFUElS PUE SWIELD
990 092 (£¥8 95) 991 IS ¢L LELTTT anuaadx unersdo 1010
LOE P8 LEV L6 - ¥86 LE9 987 601 an[eA JTg} Te PAENSLSL S{TIGR!] PUe SISSE JO N[EA 1e) 20} Ul FueyD 19N
QIE 192 (4 13 901 €1T L¥6 Lt SJUIURSIAT UO SS0] JusTuTedun pUe UOpEZI[Eal U0 $50] 1o Jgoid 10N
- (For 625 1) - 0L8 801 Pes 0Ty 1 (SUOIYESIRT] JUSTUIFIS-$5010) SWOIUT JUIUNSIAUT 9N
PR £9€ T 666 881 LS L1 79L 868 997 85T 1 (SUONOERSIEN [PLLISIX) SUOIUT JIOUNSIATY 1IN
L8 Ot FLU IS 0L 60t - - §99] PUE SUOISSIWIWOS WO SMUSAYY
$IT S8% PL (ro8 1) - BLB 6£€ 9 0F1 L¥T 8 smnuad pauiea PN
SST S8BT 3T - 930 1 1+1 #8C wnald panreaun oy uoisiaodd Jau ul 3SUEY)
- (zes 1 - - TER 1 JWF5-55010 - TRIId UL 9N
656 661 ¥1 - - 6L 3EE9 91198 L TeIaIXs - wnpaid uanum 1N
656 661 ¥1 (zg8 1) - T6L BEED 666 TIB L :Swipnpoue wntwaad vILIM JIN
(852 791) - - (0€0 D) (874 091) TNIIA18 UayiIm SS013 U 2181 § JoInsuisy
- s - - el JuowS9s-S5012 - SWNiuId NP SSOID
LIL THE 41 - : - TTROTES S63 1708 [eUa3xs - Sumiterd UoyLIM 55010
12130
UE SUJHeUWIWIY
IN[EA PAIEPIIOSUOT) w:ot%ﬂoamo&_ IUBLINSUT UOISUIJ DuEINSH A oun%..u_umbnw.._.mﬂn_“w_ua 6007 12U Y€ — AIENUEL | J0] JUIWI)E)S JWOdH]
pajedeqec

(000, N'Id w)
ONLLIOdTH INTADIS

6007 J2quI203(] 1€ PIpUS TeaA [BIOUBULY S JOF SYLIT YA SUI] UT STUSWSIE]S [RIDUBLI} PIIBPI[OSUOT)

dnoiny fende)) vulioyy extodg uazoatdzaqn pepez Auyszsmod



£l

81L 6ZE€T (9T56LLT) 199 LOT I9S P19 1 T0L88 T (ssop) yyoud 32N
(0r€ 109) 951 91 {zzy s0) {970 69%) (61¢ €20 Xe1 SWoou]
850 16T (€51967 7) £80 £€1 L8S €86 X IrS 011 € {ss07) 3y0ad 55045
- - - - - poipaw A3inba 21 Sursn pansesn sannua Jo (s50[) 1gord 10U ur sreys
- - - - - asuadxa erouRuLj
850 1£6 Z (€51 967 7) €30 £€1 L85 €36 1 #6011 € (sso) )yoad Juysiadpo
(61€5L9) {oge 1) (L3t 1) (650 631) (LEL O9F) asuadxa Sunerado 13yI0
(9¥8 ¥LL 1) 90 1) (szzo1n) (£3L 929) (ozL 960 1) asuadxa aanEnSIpY
(€70 893 1) (z9g 9D) {og0 28) (z61 TEE) (656 992 1) asuadxa womsinbay
SOS §HT S0S SHT - - - $192.0U0 JUSUNSIAI JO JUSTIAINSESUT Ul HTURYD pUe SUIE[Y}
(L5065 9) (610 1) - (990 Loy ©) (L6 €8T 5) SUIIE[D JIUBINSUT JIN
(Lz8 88) - - - (278 8%) suorsiacid [eoruyas) ut 95UeY) pue SRS UT aT2YS SIIRSUIy
(0£7 £05 8) (610 1) - {990 LOV €) (5+15605) suos1A01d [eopugoa) Ut 93Uwyd pue sunerD
997 T61 (562 87) St9 635 pL LT6 §H1 onuases Suigerado 10
(796 5L6) (710 L£T) - (388 714} (790 97¢) anjeA Ite) 12 paInseat SSMMIGR] PUE S)I558 JO SN[EA I18j 343 Ul STURYD 1oN
(568 558) (168 0¥T) 056 € {L6g S12) {Lss £0p) SUSUYSIAUL U0 $SO] JuauLTedun P BOMEZIfEsI UO SSO] J0 303 19N
- (168 L75 D) - 149 &T1 T T T {suonoesiren JUIE2s-55010) SWODUT JUSUSIAUL 1N
SSL1IFT SIv 6LT ISTElL 16€ 828 83LovT 1 (SUOTIORSURN [BUINIXD) SUHODUT JUSLUIISIALI 19N
TTO BLE £61 9% 678 167 - - 539J U SUGISSTUILIOD WO ANUIASY
19 S8T ¥1 {98z D) - STE 8809 £LS 661 8 smnimaid pauxes Jan
{orY Lr1) (epT) - (IZs ¥£) oLy 2N wnymaad pautesun 10§ noisiaoxd jou ul 93uEyy
- (er1 D) - - EF1T 03w325-55010 - W1 UM 19N
LSLTLY 1 - - 9v8TTI 9 906 60€ 8 Tewsxa - waywmard usyLm jaN
TSLTER 1 632 &4 - B TLIY GrOTIES Bupnyaur wnfuead 1aPLIM 1N
{S6E OET) - - (L0€ ) (880 €T1) winwaid eepm sSoIF up 2RSS JaInsuiay
- (er1T) - - 2454 WAWZH5-55000 - sumuasd UsILM SS01r)
Lyl €95 ¥1 - A - ESTOEI 9 $66 TEV 8 [RLISNXS - swnpuord UsLM SSOIny
13130

3N[BA PIIEPI[OSHOY)

PUE SHOYEUTII
U0 EP1[0Su0d)
pajedo|[eun)

FIVBINSUI UOISU2 J

JoUBINSUT ]

Juesnsul jeuostad
pus A1adoiy

S0 12quara(q 1€~ ALENUEQ | 10f JUIMII}E)S JUToIU]

6007 32qWIo3a(] 1¢ PIPUS Teaf [EIOURUY DY) JOF YL YHA JUI] U] SIUSWSTE)S [EIOUETL PAjEpI[ostor)

dnorn reitde)) wuloyy wirpds uezoardzaqn) pepez Auyoozsmog



14!

yuawmdinba pue juerd ‘Aadoid pue sjasse S|qISuEIN pNIOY] 4

(996 911)

(o1 65)

(978 LS}

51355 U0 $50] JUaTLIEdUT JO [BSI0A9Y

- - «SI95SE U0 S501 Justiredury
(¥81 661) (60¢ Z€) (c02) (508 £9) {99 Z01) xpotrad ay Joy uoeIoadag
8ET $21 (€10 #6E) £78 68L 6L1 6£6 LEE JPotrad 31 U7 SK1IN0 JUASIAU]
159 90€ 6£ LIBE66 & €£L9 9% 69€ 701 61 L €T PL snqery
. - - - - poyow Aynba ap Sulsn pamsestt ANV
6986 908 ¥ 03¢ ¥ - £3¥ 512552 XP] PALI3jo(]
TH0 6S€ 68 QI TZES 616 85E 90€ 09y ST 0L L1T 8L :FuIpn|au] ‘sjasse JuamEag

(13y)o pue

0[EA PAEPIOGSUOD) STOWBUII 2UEINSU] UDISUIJ Jduransul T uEIS] [EUesIId 8007
' UOLEPIIOSUOT) e R pue Ladosy
paBIC|BU()
yuowrdmba pue ued “A1adoxd pue sjosse a[qrduejul apnou] ,

998 T1 - - 8k T1 811 « S1255¢ U0 $50] }onLredu JO [eS19A3Yy
8e1 D) - - {205 ) {1£9 8) 51985 U0 $50] JusuLpedm]
(psL Ll {110 02) (1zw) (51 09) {109 v6) porad atp 10y voperadag
065 SL1 5856 L 040 05 €16 611 +Pousd 7 ur sAEjIn0 JWANSAAL]
05€ 606 17 095 99L € LY 65T 0L0 61 65T 1£0 61 SANIIQEI]
- - - - - potpaw Annba agy Suish pAMSeEIws SRR
£16 v 89t 61 118 ¥ - FEL S)955E X8 Pl
607 9L1 €5 ShLSLOE POF £9€ THT 918 9T 818 076 T2 Bupnppul ‘s)9s5e JUALIIT

(110 pue

LA PAIEPIOSUO])

SUONBUIMIP
UONEPIOSUOY)
paEdOEU)

JDUEBINSUL UOISUIJ

FueInSTL P

ueansul [guostad
pue Hxedoag

600T

6007 19QI202(] § £ PAPUS JBa4 [BITRULf 211 10 SYAT YHM Ul Ul SJUSWISEIS [RIDURULY PA3epI[osuo))

dnoag fende) eulloyy eiodg yszoatdzaq) pepez Auydszsmod



Powszechny Zaktad Ubezpieczefi Spélka Akcyjna Capital Group

Consolidated financial statements in line with IFRS for the fin

ancial year ended 31 December 2009

(in PLN “000)
Unallocated
. . . (consolidation Consolidated
2009 Poland Lithuania Ukraine climinations value
and other)

Gross written premiums - external 14 118 554 163 338 80785 - 14 362 717

Gross written premiums - cross-segment 10 695 - - (10 695) -
Revenue from commissions and fees 340 876 - - - 340 876
Net investment income (external transactions) 2344319 12211 6854 - 2363384
Net profit or loss on realization and impairment loss on R

investments (external transactions) 263 671 (307) (2 054) 261310
Net change in the fair value of assets and liabilities

measured at fair value {external transactions) 840 934 3373 B ) 844307
Non-current assets other than financial instruments* 1158 090 11281 8 606 (49 097) 1128 880
Deferred tax assets 25 899 - 734 (1 720) 24913
Assets 53 162 159 275721 73 847 (335 518) 53 176 209
* Include intangible assets and property, plant and equipment

Unallocated
. . R {consolidation Consolidated
2008 Poland Lithuania Ukraine climinations value
and other)

Gross written premiums - extenal 14 285 145 214 783 63219 - 14 563 147
Gross written premiums — ¢ross-segment 60304 - - (60 304) -
Revenue from commissions and fees 338022 - - - 338022
Net investment income {external transactions) 2394 843 7298 9614 - 2411755
Net investment income (cross-segment transactions) - - - - -
Net profit or loss on realization and impairment loss on .

investments (external transactions) (851 693) (1492) @70 (855 895)
Net profit or loss on realization and impairment loss on ) . i} . .
investments (cross-segment trarisactions)

Net change in the fair value of assets and liabilities -

measured at fair value (external transactions) (959 123) (16 839) (975 962)
Net change in the fair value of assets and liabilities plus ) R i} . }
equity measured at fair value (cross-segment transactions)

Non-current assets other than financial instruments* 1167 654 12 959 10327 (35 806) 1155134
Deferred tax assets 9386 - 483 - 9 869
Assets 59 245 429 362 959 85271 (334 618) 59 353 041

* Include intangible assets and property, plant and equipment
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Powszechny Zaktad Ubezpieczen Spétka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

ADDITIONAL INFORMATION AND EXPLANATORY NOTES

1. Introduction

These consolidated financial statements of Powszechny Zaklad Ubezpieczen Spétka Akcyjna Capital Group
(henceforth: the consolidated financial statements and the PZU Group, respectively) have been prepared in line
with International Financial Reporting Standards (“IFRS™) and in compliance with the relevant IFRS as endorsed
by the Commission of European Communities (EC Commission).

The consolidated financial statements have been prepared for the period of 12 months from 1 January 2009 to
31 December 2009.

Pursuant to Article 55 clauses 6 and 8 of the Accounting Act of 29 September 1994 (Dz. U. No. 152 of 2009,
item. 1223, “Accounting Act”) consolidated financial statements of issuers of securities intending to apply for
admission to trading securities on a regulated market in the European Economic Area can be prepared in line
with IFRS provided that an appropriate resolution has been adopted by the approving body of the parent
company. The Extraordinary Shareholders’ Meeting of Powszechny Zaktad Ubezpieczen Spotka Akcyjna
adopted such a resolution on 3 March 2010. These consolidated financial statements were approved for
publication by the Management Board of PZU on 7 March 2010.

The consolidated financial statements wilt be subject to approval of the General Shareholders’ Meeting of
Powszechny Zaklad Ubezpieczeni Spétka Akcyjna pursuant to Article 63d of the Accounting Act provided that
the company obtains a status of an entity applying for admission to trading securities on a regulated market, i.e.
after submission of a motion for admission to trading securities on a regulated market.

The consolidated financial statements for the year 2008 was the last consolidated financial statements of the PZU
Group prepared in line with the Accounting Act and related regulations, subject to the approval of the General
Shareholders’ Meeting of Powszechny Zaklad Ubezpieczen Spotka Akeyjna. Reconciliation of the consolidated
2008 financial profit/loss and the consolidated equity as at 31 December 2008 presented in the aforementioned
financial statements with the consolidated financial profit/loss and the consolidated equity disclosed in these
financial statements has been presented in item.

Entities of PZU Group maintain their accounting records in line with local GAAP, while these consolidated
financial statements include adjustments made in order to provide compliance with [FRS.

The Polish zloty (PLN) is the PZU Group's functional and presentation currency. Unless expressly stated
otherwise, all financial data presented in the consolidated financial statements are expressed in PLN thousand.

The consolidated financial statements have been prepared based on the assumption that the PZU Group entities
will operate as a going concem during the period of at least 12 months following the balance sheet date. As at
the date of signing the consolidated financial statements, no facts and circumstances indicate a risk to the Group
entities’ 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 their activities.

In 2009, PZU Group entities did not discontinue any activity.
2. Structure of the Capital Group

2.1 Powszechny Zaklad Ubezpieczeni Spéika Akceyjna (“PZU”, ,the parent”)

The Group’s parent company is PZU, a joint stock company with its registered office in Warsaw at Al. Jana
Pawla 1124. It was established as a result of transforming Pafistwowy 7aklad Ubezpieczen into a joint stock
company wholly owned by the State Treasury pursuant to Article 97 of the Act on insurance activity of 28 July
1990 (consolidated text: Dz.U. No. 11 of 1996 item 62 with subsequent amendments). '

P7U is entered to 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 0000005831.

Based on NACE classification, the core business of PZU includes property and personal insurance (NACE
66.03).
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Powszechny Zaklad Ubezpieczen Spétka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

3. Key accounting principles (policy)

These consolidated financial statements have been prepared in accordance with IFRS as endorsed by the EC
Commission, which means they comply with all Standards and Interpretations adopted by 1ASB, published
and effective as at 31 December 2009 and approved by EC Commission.

The process of preparing of consolidated financial statements requires making estimates and judgments
in application of accounting principles. Areas that require comprehensive assessment and those most dependent
on assumptions and estimates are presented in points 4 and 5.

The financial statements have been drawn up on historical cost basis, except from revaluation of investment
property and some financial instruments.

3.1 Iniroduction of new IFRS

311 Standards and interpretations as well as amended standards effective from 1 January 2009

The following Standards and Interpretations, as well as amended Standards effective from 1 January 2009 have
been first time adopted in these financial statements: ‘

i ECRe ion endorsing a

Standard/Interpretation Da;iﬁigzﬂg;gig%ifm s?andfrl:!] ztr intcrprctatic;sn
IFRS 8 — Operating Segments 1 January 2009 135872007
Amendments to IAS 23 — Borrowing costs 1 January 2009 1260/2008
Amendments to IFRS 1 — First-time Adoption of International
Financial Reporting Standards and IAS 27 — Consolidated and 1 January 2009 69/2009
Separate Financial Statements
Amendments to IAS 32 — Financial Instruments: Presentation and
IAS 1 - Presentation of Financial Statements — Puttable financial 1 January 2009 53/2009
instruments and obligations arising on liquidation
Amendments to IAS 1 — Presentation of Financial Statements 1 January 2009 127412008
Amendment to IFRS 2 - Share-Based Payment 1 January 2009 1261/2008
IFRIC 13 - Loyalty Programs 1 July 2008 1262/2008
IERIC 12 - Service Concession Agreements 1 January 2008 2542009
IFRIC 16 — Hedges of a Net Investment in a Foreign Operation 1 October 2008 46072009
IFRIC 15 - Agreements for the Construction of Real Estate 1 January 2009 636/2009
Amendments to LAS 39 — Financial Instruments: Recognition and
Measurement and to IFRS 7 - Financial Instruments: Disclosures 1 July 2008 824/2009
(cifective date and transition)
Amendment IFRIC 9 “Reas jvatives”
and IAS 39tf ;:(;nancial E;ns}t{rumi?]stss?lg::g;ﬁ:?:: :ﬂngD;rsluf;;:it 1 July 2009 117172009
Amendment to IFRS 7 — Financial Instruments: Disclosures 1 January 2009 1165/2009

The above Standards and Interpretations do not affect accounting principles in relation to comprehensive income
or equity of the PZU Group as presented in these consolidated financial statements.
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3.12 Standards, Interpretations and amended Standards issued but not effective as af the financial
statements date

Standards, Interpretations and amended Standards issued but not effective as at the financial statements date:

«  Approved by EC Regulations:

. Date of entry into force for EC Regulation endorsing a
Standard/Tuterpretation periods beginning on standard or interpretation
Amendments to TAS 39 - Financial Instruments: Recognition
ond Measarement 1 July 2009 839/2009
IFRIC 17 - Distribution of Non-cash Assets to Owners 1 July 2009 1142/2009
IFRIC 18 — Transfers of Assets from Customers 1 July 2009 116472009
Amendment to IFRS 3 — Business Combination 1 July 2009 495/2009
Amendment to IAS 27 — Consolidated and Separate Financial
Statements 1 July 2009 4942009
Amendment to IFRS 1 — First-time Adoption of IFRS 1 July 2009 1136/2009
Amendment to [AS 32 regarding rights issue classification 1 February 2010 12932009
«  Not approved by EC Commission:
Standard/Interpretation Date of entry into force for periods beginning on
IFRS @ — Financial Instruments 1 January 2013
Amendment to IFRIC 14 — regarding minimum funding requirements 1 January 2011
{FRIC 19 - Extinguishing Financial Liabilities with Equity { July 2010
nstruments
IFRS improvements resulting from 2009 anriual review 1 July 2009 /1 January 2010
Amendmcnt to IFRS 2 - regarding group share-based payments | January 2010
settled in cash
Amendment to IFRS 1 — additional exemptions for first-time adopters 1 January 2010
Amended IAS 24 — Related Party Disclosures 1 January 2011
Amendment to IFRS I - First-time Adoption of IFRS, exemptions 1 July 2010

from additional disclosures to IFRS 7

The PZU Group did not take the opportunity of earlier application of the above Standards, Interpretations
and amended Standards.

Application of the above Standards and amended Standards should not materially affect the financial profivloss
and equity of the PZU Group.

3.2 Change in preparation of the consolidated financial statements compared to the previous year

In order to improve clarity of the consolidated financial statements, the following changes have been introduced
compared to the consolidated IFRS financial statements of the Group for 2008.

3.2.1 Change in presentation of estimated accruals on liabilities

In Statement of Financial Position presentation of liabilities atising from non-invoiced supplies and services was
changed from “Accruals and deferred income — costs accruals” to “Other liabilities”. The same principle applies
to cases where determination of the volume and/or price of a supply/service may require making estimates.

Data as at 31 December 2008 were restated to ensure comparability.

3.2.2 Change of allocation in Activity Based Costing in PZU Zycie

Following a number of process and organizational changes in PZU Zycie, in 2009 changes in indirect cost
allocation models were introduced. The comparable data for 2008 have been translated using a model based on
the new methodology. Also the allocation keys used for the purpose of reclassification of costs between basic
and additional insurance contracts have been updated.

Comparative data for 2008 were restated in accordance to the current ABC methodology.
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3.2.3.

Change in presentation of revenue and expense from insurance

Before, premiums, damages and changes in technical provisions in the income statement were presented
separatély divided by insurance type (property, personal and life insurance), including reinsurers’ share in
individual items.. In these consolidated financial statements, both insurance segments are combined without
presenting separately reinsurers’ share. Divided data have been moved to relevant notes.

3.2.4.

Change in presentation of costs in pension insurance producls

Operating costs of PTE PZU, formerly presented in a separate item of the income statement ~ Costs in pension
insurance products — have been allocated to acquisition and administrative expense, respectively.

Data for 2008 have been restated to ensure comparability. Effects of the changes on the statement of financial

position and income statement:

Consolidated statement of financiak Point 31 December 2008 Adiustment 31 December 2008
position Historical data Y Comparative data
QOther liabilities 321 984 375 97 786 1 082 161
Cost accruals 321 489186 (97 786) 391 400
1 January - 1 January -
Consolidated income statement Point 31 December 2008 Adjustment 31 December 2008
Historical data Comparative data
Gross written premium — property and
personal insurance 323 8432 954 (8 432 994) nfa
Reinsurers’ share in gross written 323
premium —~ property and personal {123 088) 123 088 n/a
insurance
Gross written premium — life insurance 323 6130 153 (6 130 153) nfa
Reinsurers’ share in gross written 323
premium — life insurance o (7307) 7307 na
Gross writien premiums 323 n/a 14 563 147 14 563 147
Rems:urcr s share in gross written 323 wa (130 395) (130 395)
premium
Net written premium 14 432 752 - 14 432 752
Change in gross provision for uneamed 323
premiums — property and personal (111 166) 111 166 na
insurance
Reinsurers’ share in change in provision 3123
for uneamed premiums — property and {1453) 1453 n/a
personal insurance
Change in gross provision for unearned 323
premiums ~ life insurance o (34 521) 343521 wa
Reinsurers’ share in change in provision o
. e - . 2
for uncarned premiums ~ life insurance
Change in net provision for unearned
preminm (147 140) - (147 140)
Net earned premiums 14 285 612 - 14 285 612
Net investment income 322 2407390 4 365 2411 755
Claims and change in technical
provisions — property and personal 323 (5 096 289) 5 096 289 nfa
insurance
Reinsurers’ share in claims and change in
technical provisions - property and 323 (88 827) 88 827 nfa
personal insurance
Claims and change in technical
provisions — life insurance 323 (3 431 870) 3431 870 nfa
Claims and change in technical 24 929
provisions 322 wa (8 528 159) (8 503230)
Reinsurers’ share in ¢laims and change in
technical provisions 323 n/a (88 827) (88 827)
Net insurance claims (8 616 986) 24 929 (8 592 057)
Costs of pension insurance 324 (138 269) 138 269 nfa

22



Pawszechny Zaklad Ubezpieczen Spotka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

1 January - 1 January -
Consolidated income statement Point 31 December 2008 Adjustment 31 December 2008
Historical data Comparative data
Acquisition expense 322 (1 625 108) 1 039 (1688 023}
324 (43 954)
Adrministrative expense 322 (1 650 638) (28 847) (1 774 846)
324 (95 361)
QOther operating expense 322 (674 879) (440) (675319))
Net profit (loss) 2329718 - 2329718
3.3 Opis istotnych rémic pomigdzy stosowanymi zasadami rachunkowosci

Presented below is a description of significant differences between the accounting policies applied for the
purpose of preparing the consolidated financial statements of the PZU Group in accordance with PAS and IFRS,
which affect the consolidated financial result or the consolidated equity.

The last consolidated financia! statements of PZU Group had been prepared for the year 2008.

3.3.1 Valuation of properties

In accordance with the provisions of the Decree of Minster of Finance dated 23 December 2008 on specific
accounting principles for insurance companies (Dz. U. Nr 236 of 2008, item 1634, ,Decree on specific
accounting principles for insurance companies”), owner-occupied propetty is stated at cost less any accumulated
depreciation as at the balance sheet date and less any accumulated impairment losses.

As at the date of transition to IFRS (as at 1 January 2004), the deemed cost of owner-occupied property was
determined and the difference [from the acquisition cost} was taken to the “Accumulated profits/ (losses) from
previous years”. In the ensuing reporting periods, this will result in a difference in the amount of the depreciation
charge and accumulated depreciation.

According to IFRS, investment property is valued at fair value determined as at the balance sheet date with any
changes in the fair value during the reporting period taken to the income statement for the period.

If real property is used for internal purposes, it is classified as investment property and disclosed at fair value.
Depreciation charges are applied until the reclassification date, whereas the difference between the carrying
amount and the fair value determined as at that date is recognized in the revaluation reserve.

3.3.2 Perpetual usufruct right

In the consolidated PAS financial statements, the perpetual usufruct right received free of charge on the basis of
an administrative decision has the corresponding entry under deferred income on the liabilities’ side and is
subsequently amortized.

According to IFRS, a free of charge receipt of assets with no additional conditions shall be recognized as income
upon asset receipt, if there is no ailocation key for the received assets to be assigned to other reporting periods
than those in which they were received.

The perpetual usufruct right has also been covered by adjustments described in Note 3.3.1 to these consolidated
financial statements.

3.3.3. Revaluation reserve

In accordance with the Accounting Act and based on separate regulations relating to revaluation of property,
plant and equipment in 1995, the entities of the PZU Group performed revaluations of property, plant and
equipment and recognized the resulting gains and losses in the revaluation reserve. The revaluations did not meet
the requirements of IAS 29,

3.34. Risk equalization reserve in property and casualty Insurance

The Decree on specific accounting policies for insurance companies defines the principles for creation and use of
risk equalization reserve. This reserve does not relate to any specific obligations under insurance policy
contracts. In accordance with PAS, risk equalization reserve is the cost of the current period, while in accordance
with IFRS — an appropriation item for the net profit.
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3.3.5. Catastrophe and exceptional risk reserve in property and casually insurance

In accordance with the provisions of the Decree on specific accounting policies for insurance companies, and
based on the Company’s Articles of Association and the Regulations concerning technical reserves, PZU creates
a catastrophe and exceptional risk reserve. This reserve does not relate to any specific obligations under
insurance policy contracts. In accordance with PAS, catastrophe and exceptional risks reserve is the cost of the
current period, while in accordance with IFRS — an appropriation item for the net profit.

3.3.6. Technical rates in life insurance

In accordance with the Polish Accounting Standards, technical interest rates in life insurance depend on
restrictions imposed by the Polish Financial Supervision Authority.

In accordance with IFRS 4, if the shareholder valued its insurance contracts with sufficient prudence, then it
should not introduce any additional elements that could increase the level of the prudence already accepted.
However, if the insurer already measures its insurance contracts with sufficient prudence, it should not introduce
additional prudence measures. Consequently, technical interest rates applied in calculation of provisions for
the needs of IFRS can differ from those applied for the needs of the Polish Accounting Standards. Hence,
technical provisions presented in accordance with the Polish Accounting Standards and those disclosed in line
with the IFRS can differ considerably.

3.3.7 Prevention fund

In accordance with the Insurance Act of 22 May 2003 (Dz. U. Nr 124 of 2003, item 1151 with later
amandmends), PZU and PZU Zycie, i.e. the PZU Group companies with their registered offices in Poland, may
expense amounts transferred to the prevention fund in the consolidated income statement for the current
reporting period. In accordance with the Decree on specific accounting principles for insurance companies, this
fund is presented in ‘Special funds’ in liabilities.

In accordance with IAS 37, funds of this type should not be expensed but rather treated as an item for
appropriation of the net profit with simultancous recognition of costs of prevention activities when they are
incurred.

3.3.8. Valuation of equity instruments classified as available-for sale
Tn the consolidated financial statements prepared in accordance with PAS, certain equity instruments classified
as financial instruments available-for-sale have been measured at cost less any impairment losses.

In accordance with the provisions of the Accounting Act, if the reason for which the impairment ioss of a
financial asset was made is no longer valid, the equivalent of the whole or appropriate part of the previously
recognized impairment losses increases the value of the given asset and is recognized under finance income.

In accordance with the provisions of paragraph 66 of IAS 39, it is not possible to reverse impairment losses
recognized on unquoted equity instruments that are measured at cost less impairment losses and for which fair
value cannot be determined in a reliable manner.

3.3.9. Classification of financial assels

The provisions of the Accounting Act binding until December 2008 offered the possibility to reclassify to the
held for trading category those financial assets that upon their acquisition were classified to other categories,
provided it was highly probable that in the short-term an entity will realise economic benefits from the confracts
made. In the year 2007, the PZU Group reclassified certain available-for-sale financial assets to the held for
trading category. However, those financial assets were sold in the period ended before 31 December 2008.

3.3.10.  Intangible assets with indefinite useful life, including goodwill

According to PAS, intangible assets with indefinite useful lives are subject to amortization.
In accordance with IFRS, such assets are not subject to amortization but are tested for impairment at each

balance sheet date. In subsequent reporting periods, this will result in a difference in the amount of amortization
charge and accumulated amortization of those assets.
3.3.11, Social Fund

Allocation of accumulated profits from previous years to the Social F und
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If the Annua! General Meeting of one of the key companies of the PZU Group decides to transfer a part of its net
profit for the prior year to the Social Fund, then in the consolidated financial statements prepared in accordance
with PAS this fact is recognized as appropriation of the net profit for the prior year that does not affect the net
result for the year, in which such appropriation was made.

The above fransaction meets the definition of expenses under IFRS and in accordance with IAS 1 it is recognized
in the consolidated income statement for the year in which such transfer to the Social Fund was made.

In addition, due to the fact that transfer of a part of the prior year net profit to the Social Fund became the
expected practice at certain PZU Group companies, it was assumed that as at 31 December 2008, the PZU Group
companies had constructive obligation to appropriate a part of their net profit for the previous financial year to
the Social Fund. As a result, in the 2008 consolidated financial statements the amounts transferred to the Social
Fund in 2009, as part of appropriation of the 2008 profit were recognized as costs of 2008,

3.3.12.  Deferred taxation

Where appropriate, for all differences between PAS and IFRS described, the effect of deferred tax was
calculated and included in the calculation of ail adjustments.

3.3.13.  Minority capital

In these IFRS consolidated financial statements, the minority capital is presented as equity itern, while in the
PAS financial statements - it represents a separate item of equity and liabilitics, however, not classified under
equity or liabilities.

3.3.14.  Reconciliation of equity as at 31 December 2008 and net profit for the year 2008 prepared in
accordance with PAS and IFRS

Description Note Net Profit Equity

Consolidated PAS financial statements i 2344 449 19 067 881
Property valuation 3.3.1,33.3 (48 101) 104 448
Perpetual usufruct right 3.3.2,3.3.3 (1319) 10934
Risk equalization reserve in property and casualty insurance 3.3.4 15 405 413872
Catastrophe and exceptional risk reserve in property and casualty insurance 3.3.5 (55 083) -
Technical rate in life insurance 336 201 808 421717
Prevention fund 337 (43 878) 74 395
Valuati_on of equity instruments classified as available-for-sale 338 (7934) (35 423)
Classification of financial assets 33.9 {61 060) -
Intangible assets with indefinite useful lives, including goodwill 3.3.10 6756 15581
Social Fund 3.3.11 (21 000) (21 000)
Minority capital 14 168
Other (311 {183)
Total adjustments (14 731) 984 509
Consolidated IFRS financial statements 2329718 20 052 3%
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3.4 Consolidation principles

In the financial year ended 31 December 2009 all material subsidiaries were subject to consolidation. The criteria
taken into consideration while determining materiality include the income generated by the entities, their
financial profit/loss in absolute terms as well as the balance sheet total. The consolidated financial statements
include the balances of the parent and subsidiaries following elimination of mutual transactions.

Assets and liabilities of foreign subsidiaries are translated into the Polish zloty at the average exchange rate
determined for a given currency by the National Bank of Poland (NBP) as at the end of the reporting period.
Income statement items are translated at the exchange rate being the arithmetic mean of the average exchange
rates determined by the National Bank of Poland as at the last day of each month of the financial year. Exchange
differences from such translations are recognized under equity, “Exchange differences from translation”.

3.5 Currency exchange rates

The following currency exchange rates have been adopted herein:
Currency exchange rates adopted fo translate 1 January - 1 January - 31 December
financial data of foreign controlled entities 31 December 2009 31 December 2009 31 December 2008 2008
LTL 1.2571 11898 1.0230 1.2084
UAH 0.3897 0.3558 0.4525 03730

3.6 Intangible assets

Intangible assets are recognized when they are likely to cause an inflow of economic benefits in the future that
can be attributed to these assets and they include acquired property rights, classified as non-current assets,
suitable for economic use, with expected useful life longer than one year, to be used for internal needs.

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 preparation of the asset for use, less amortization charges and impairment loss.

Intangible assets are amortized using the straight line method over the expected useful life, in line with
the amortization plan. Intangible assets are amortized over two fo ten years.

3.7 Goodwill

Goodwill is determined at fair value of identifiable assets, liabilities and contmgent liabilities as at the date
of acquiring of control over entities, proportionally to acquired interest in their equity. Goodwill is not amortized
but is tested for impairment as at the end of each reporting period.

3.8 Property, plant and equipment
Property, plant and equipment are recognized at acquisition price, increased by all costs directly related
to the purchase of the asset and its adjustment for use, less depreciation charges and impairment loss.

All property, plant and equipment as well as their important components are depreciated, excluding land
and property, plant and equipment under construction.
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Depreciation follows the straight line method over the estimated useful life of the assets, using the annual
depreciation rates presented below.

Asset class Rate
Perpetual usufruct of land 10%
Ownership right of cooperative residential or commercial o
space 2,5%
Buildings and structures 1,4%-10%
Machines and technical devices 10% - 67%
Vehicles 10% - 40%
IT hardware 14% - 50%
Other non-current assets 7% - 50%

Assets held under finance leases are depreciated over the period of their useful life, unless there is no likelihood
of purchasing the assets, in which case they are depreciated over a period not longer than the period of the lease.

3.9 Impairment of property, plant and equipment and intangible assets

At the end of each reporting period, assets are reviewed in order to determine if there are any prerequisites
indicating potential impairment,

It is considered that there has been impairment of intangible assets and property, plant and equipment, if
as a result of technological changes, plans of liquidation, abandonment or other premises indicating decrease
in usefulness of a given asset, the value of expecied economic benefits related to intangible assets or property,
plant and equipment has fallen.

When such premises have been indicated, an impairment test for a given asset is carried out to determined its
recoverable amount and if necessary, a revaluation write-down is created to the recoverable amount. If an asset
does not generate cash flows which to a large extent are independent of cash flows generated by other assets,
the analysis is carried out for the smallest identifiable group of cash-generating assets which the asset belongs to.

3.10 Investment property

Investment property is measured at fair value as at the end of the reporting period. Gains and losses resulting

from changes in the fair value of investment property are recognized in profit or loss under “Net change in

the fair value of assets and liabilities measured at fair value” in the period when they occurred.

Buildings and structures and land and right of perpetual usufruct of land, partially used for internal purposes and

partially leased out are classified as follows:

. part of the facility which as at the balance sheet date is not used for internal purposes is classified
as investment property and the remaining part of the facility - as property used for internal purposes;

. the value of property classified as investment property or to property used for internal purposes is
determined in accordance with the area;

. if in the case of a property partly used for internal purposes and partly leased, the leased space is not more
than 10% of the total space, the entire facility is classified as property used for internal purposes.

The above division of property applies when the parts may be separately sold or leased.

If real property is used for internal purposes, it is classified as investment property and disclosed at fair value.
Depreciation charges are applied until the reclassification date, whereas the difference between the carrying
amount and the fair value determined as at that date is recognized in the revaluation reserve.

3.11° Financial instruments

Financial assets and liabilities are recognized in the statement of the financial position when a PZU Group entity
becomes a party to a binding contract under which it incurs risk and receives benefits related to the financial
instrument. For transactions concluded in an organized market (exchange) on terms adopted on that market,
acquisition or sales of financial assets and liabilities are recognized as at the transaction date.

Financial instruments are classified at the time of acquisition to one of the categories determined in IAS 39 and
recognized at fair value adjusted by the transaction costs which may be directly attributed to acquisition or sale
of the given financial instrument (except for instruments classified as measured at fair value through profit
or loss, whose transaction costs are recognized separately under *Net investment revenue”). At initial
recognition, the fair value of the instrument is usually calculated as its transaction price, unless the nature
of the instrument indicates otherwise.

In the case of financial instruments generating interest income, the interest is calculated starting from the first
day after the date of transaction settlement.
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Release of financial instruments is determined using the FIFO method (first in, first out) and in the case
of instruments acquired at the same date, using the HIFO method (highest in, first out)

Fair values of financial instruments are determined based on quotations available to the public on an active
market; when no such quotations are available, using the valuation models applied to public quotations
of financial instruments, interest rates and stock market indices. Valuations include the implied volatility
provided by banks. Correlation coefficients between the prices of financial instruments are calculated based
on past observations.

Shares whose fair value cannot be reliably estimated are measured at acquisition price including impairment
loss.

3.11L1.  Financial instruments held to maturity

Financial instruments held to maturity are measured at the adjusted acquisition price and the effects
of the measurement are recognized under “Net revenue from investments”.

3.11.2.  Loans and receivables

Loans and receivables include in particular:

. debt securities acquired as part of a contract under which the seller has not lost control over the securities;
«  debt securities not quoted on the active market;

. receivables due to concluded insurance contracts (including reinsurance);

«  other receivables.

Loans and receivables, excluding receivables due to concluded insurance contracts, are measured as at the end
of the reporting period at the adjusted acquisition price.

Receivables due to concluded insurance contract, due to their short-term nature, are measured at the nominal
value including impairment loss on doubtful receivables (the manner of estimating the loss is described in point
4.1).

The effects of measurement of loans and receivables up to the value of measurement at the effective interest rate
are recognized under “Net revenue from investments”.

3.11.3.  Financial instruments available for sale

Financial instruments available for sale include financial instruments which have not been classified to any other
category.

Instruments classified to this category are measured at fair value. The difference between the fair value as at
the end of the reporting period and acquisition price is charged directly to the revaluation reserve. In the case
of debt securities, interest accrued using the effective interest rate is recognized under “Net revenue from
investments”. The difference between the fair value and the value at the adjusted acquisition price is recognized
in the revaluation reserve.

3.11.4.  Financial instruments measured at fair value through profit or loss

Financial instruments measured at fair value through profit or loss include:

. financial instruments held for trading - assets acquired to be resold in a short term or liabilities incurred
to be repurchased in a short tem and derivatives;

. financial instruments classified at the time of acquisition as those measured at fair value through profit
or loss, provided that the fair value may be reliably estimated. Such financial instruments include some
instruments that pursuant to the Act of 22 May 2003 on insurance activity (Dz. U. No. 124 of 2003, item
1151 with subsequent amendments, henceforth “Act on insurance activity”) are aimed at covering technical
provisions and investment contracts in life insurance products. Adopted classification of those instruments
eliminates or significantly limits mismatch between measurement and recognition of assets and liabilities
covered by those assets. '

. financial instruments classified at the time of acquisition to those measured at fair value through profit
or loss, managed and evaluated based on fair value in accordance to documented risk management
principles. The group includes unit-linked investment contracts.
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The effects of a change in the measurement of financial instruments measured at fair value and interest revenue
recognized on the basis of effective interest rate are recognized in profit or loss under “Net change in the fair
value of assets and liabilities measured to fair value” in the period when they occurred.

3.11.5.  Derivatives

Derivatives (including separated embedded derivatives) are recognized in the accounting records at fair value
as at the transaction date. Later, they are measured at fair value.

3.11.5.1. Derivatives which are not hedging instruments

Changes in the fair value of derivatives which are not hedging instruments are recognized in profit or loss
of the reporting period of revaluation in the “Net change in the fair value of assets and liabilities measured at fair
value”.

3.11.6.  Financial linbilities other than ones measured at fair value

Trade liabilities - which are short-term - are recognized at the nominal value.

Other financial liabilities are measured at adjusted acquisition price.

Financial liabilities measured at depreciated cost include investment contract with guaranteed and determined
terms. Results of their measurement are recognized under “Performances and change in measurement
of investment contracts”.

Pursuant to the provisions of amendments to 1AS 39 and IFRS 4 valid since 1 January 2006, accounting
principles for insurance contracts are also applied to financial guarantees which meet both the definition
of an insurance contract and a financial instrument.

3.11.7.  Impairment of financial assets

As at the end of each reporting period, potential existence of objective evidence for impairment of a financial

asset or a group of financial assets is tested.

In the case of any objective evidence for impairment resulting from events following the initial recognition

of financial assets and resulting in a decrease in expected future cash flows, appropriate write-downs are created

and charged to the current period expenses. Expected impairment losses as a result of future events, irrespective
of their probability, are not recognized.

Objective evidence for impairment includes information concerning the following events:

. material financial difficulties of the issuer or debtor;

. breach of the terms and conditions of the contract (such as outstanding interest or principal repayment);

. special facilities given to the debtor resulting from financial difficulties of the debtor which otherwise
would not have been given;

«  high probability of bankruptcy or other financial reorganization of the debtor;

. disappearance of an active market for a given financial instrument due to financial difficulties of the issuer;

. availability of data indicating measurable decrease in estimated future cash flows related to the group
of financial assets since their initial recognition, despite lack of evidence indicating impairment of a single
financial asset, including:

—  negative changes concerning the status of the debtors’ payments in the group (e.g. an increase
in the amount of outstanding payments} or

—  unfavorable changes of the economic situation in the industry, region, etc., which lead to deterioration
in the debtor’s solvency;

. significant and prolonged decrease in the fair value of an investment in an equity instrument below
the acquisition cost;

. unfavorable changes in the technological, market, €conomic, legal or other situation affecting the issuer
of the equity instruments which indicate that the costs of investment in the equity instrument may not be
recovered.

In the case of premises indicating impairment of financial instruments available for sale, losses on measurement,

initially recognized under revaluation reserve are charged to profit or loss.
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Impairment losses on financial instruments available for sale charged to profit or loss:

« in the case of equity instruments - not reversed;

. in the case of debt instruments they may be reversed, provided that in the subsequent periods the fair value
of a given debt instrument increases, and the increase may be objectively associated with the event
following recognition of the impairment loss in profit or loss.

In the case of a sale of financial instruments available for sale, the value of revaluation reserve related to the sold

financial instruments is derecognized and recognized in profit or loss under “Net profit or loss on realization

and impairment loss on financial assets™.

Assumptions used to estimate group write-downs on receivables from the insured are presented in point 4.1.

3.12 Recoveries and recourses in property and personal insurance

In the case of some classes (types) of property and personal insurance, following payment of claims or benefits,
the insurer may assume claims against third parties (recoveries) or property rights to the insured property
(recourses).

Recoveries are presented in the statement of the financial position under inventories and their value estimated at
fair value level as at the actual date of the assumption reduces the costs of claims paid in the given period.
Estimated value of expected future refunds of the company’s expenses due to assumption of claims against third
parties and assumption of the right to the insured property is recognized under the balance sheet assets
in “Estimated recoveries and recourses”.

Estimated values of recoveries and recourses, recognized in the accounting records in the given period, reduce
the costs of creating provisions for claims outstanding for that period.

3.13 Costs of acquisition and deferred costs of acquisition

Costs of acquisition include expenses related to conclusion and extension of insurance contracts. Direct
acquisition costs include among others insurance agent commission costs, payroll costs related to conclusion
of insurance contracts, costs of attestation, studies and research regarding risk accepted by the insurer. Indirect
acquisition costs include advertisement and promotion of insurance products and costs related to analysis
of applications and issuance of policies.

In order to ensure that costs and revenue are matched, acquisition costs are recognized over time.

Deferred acquisition costs capitalized in the statement of financial position, related both to property and personal
insurance as well as life insurance are tested for impairment by including adequacy of provisions.

3.13.1.  Praoperty and personal insurance

Acquisition costs in the case of property and personal insurance products are deferred in line with the principles
applicable at the time of determining the provision for unearned premiums and amortized under profit or loss
(under “Acquisition expense”) during the period of the insurance cover.

3.13.2.  Life insurance

In the case of life insurance products, acquisition costs are recognized over time for traditional individual
insurance contracts (contracts with discretionary participation features, DPF) based on the Zillmer method,
where the surplus of the initial acquisition costs, in particular commissions and the costs of conclusion
of an insurance contract over the regular costs are recognized over the time of the contract, in proportion
to the future premiums. In the case of group and continued insurance products where there is no material
difference between the first-year costs and costs incurred in subsequent years and for unit-linked insurance
products, acquisitions costs are not recognized over time.

3.13.3. Pension insurance

Costs incurred in relation to acquisition for the “Zlota Jesien” OPF, managed by PTE PZU (“PZU OPF”) are
settled on the straight-line basis for the period of two years. Deferred acquisition costs in the case of pension
insurance are recognized in the balance sheet under “Prepayments”.

3.14 Cash and cash equivalents

Cash and cash equivalents include, among other things, ¢ash in hand and at bank.
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Cash is recognized at face value.
3.15 Equity

3.15.1.  Share capital

Share capital is recognized in the amount specified in the parent’s articles of association and registered
in the National Court Register,

3.15.2.  Supplementary capital

Supplementary capital is created and distributed pursuant to the provisions of the Code of Commercial
Companies (Dz. U. No. 94 of 2000, item 1037 with subsequent amendments) and articles of association
of the PZU Group companies.

3.15.3.  Revaluation reserve

Revaluation reserve includes the effects of;
. remeasurement of financial assets classified as available for sale;

«  remeasurement of the value of property to their fair value as at the date of their reclassification from
property used for internal purposes to investment property.

3.15.4.  Undistributed profit / uncovered loss

Undistributed profit/uncovered loss includes:

. previous year net profit which has not been distributed by the General Meeting / Shareholders’ Meeting;

«  current year profit/loss;

» uncovered net loss.

Profit distribution (or loss coverage) of the parent and companies of PZU Group takes place only with respect

to the profit (loss) disclosed in the company’s separate financial statements prepared according to the accounting
standards adopted in the country with the registered office of the company.

3.16 Classification of insurance products

In accordance with the requirements of IFRS 4, contracts are divided into insurance contracts with significant
insurance risk and investment contracts with financial risk, but with no significant insurance risk.

3.16.1.  Property and personal insurance

All direct property and personal insurance products transfer direct insurance risk as defined in IFRS 4,
Reinsurance contracts involve transfer or assumption of either insurance or insurance and financial risk.

In the case of direct property and personal insurance, insurance contracts have no deposit components which
could be unbundled from the insurance contract.

Reinsurance treaties, which the PZU Group companies are party to, contain clauses providing for distribution
of the reinsurer’s profit in line with a plan and at dates specified in the treaty. As a result, part of the premium
paid to the reinsurers due to concluded reinsurance treaties may be considered a deposit component,

At the end of the reporting period, all rights and obligations related to the deposit component, in particular
a reinsurance asset corresponding to the receivable due to the deposit component resulting from the outward
reinsurance treaty, including all terms and conditions of the treaty, such as allocation of loss in particular years,
are recognized. Pursuant to the provisions of paragraph 10 of IFRS 4 the deposit component is not unbundled
from concluded reinsurance contracts.

Outward reinsurance contracts follow the same accounting principles as reinsurance contracts. As at the end
of the reporting period, deposits with ceding undertakings are measured at-adjusted acquisition price (specified
in line with the terms and conditions of the reinsurance treaty) including impairment loss.

3.16,.2.  Life insurance
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Pursuant to the assumptions adopted by PZU Zycie, significant insurance risk occurs when an insured event
results in payment of claims at least 10% higher than claims paid if the event had not occurred. Therefore,
contracts concluded with PZU Zycie are recognized either in line with IFRS 4 or IAS 39.

The classification did not identify any life insurance contracts which assume transfer of both insurance risk
and financial risk which would require unbundling of insurance and investment part. In the case of contracts
for which unbundling of options (e.g. the right to surrender a contract, change it into a premium-free contract,
guaranteed annuity for a set premium, indexation of the sum insured and premiums) is permitted, but not
required, it is assumed that the investment component is not unbundled.

3.16.2.1. Insurance contracts and DPF investment contracts

Both insurance contracts and investment contracts may contain discretionary participation features which enable
the insured to receive additional benefit or bonus as a supplement to the guaranteed benefit; the benefit is
a significant part of the entire contractual benefit, its amount and duration are specified in the contract
and depend on the decision of the insurer; the benefit occurs in the event of:

»  aspecific set or type of contracts;
. profit or no profit from specific assets;
«  profit or loss of the insurer, fund or other entity related to the contract.

All contracts with discretionary profit sharing, unilaterally specified by the insurance company, may be
measured in line with IFRS 4 in line with the principles of measurement of insurance confracts.

3.16.2.2. Unit-linked products

Unit-linked insurance contracts are concluded both as group and individual products. The most significant are
Pogodna Jesien contracts which provide for additional payment of 10% of the value of funds accumulated
on the individual account of the insured, in the case of death.

3.16.2.3. Investment contracts with no DPF

The principles of recognition and measurement of contracts which, in line with IFRS4, do not meet
the classification criteria of an insurance contract, i.e. classified as investment contracts, are specified by IAS 39.
Therefore, financial liability measurement principles are applied to investment confracts: measurement
at amortized cost using the effective interest rate method or at fair value through profit or loss. The effects
of measurement of financial liabilities under investment contracts are charged to profit or loss under “Claims
and change in investment contract measurement”.

3.17 Insurance contracts
3.17.1.  Written premium and provision for unearned premiums

3.17.1.1. Property and personal insurance

PZU, PZU Lietuva and PZU Ukraine are party to insurance contracts in property and personal insurance
and may be party to reinsurance and outward reinsurance treaties. Personal and property insurance contracts are
short-term.

Written premiums are recognized as at the date of the first day of insurance cover. Paid premium for policies
with insurance starting in the next reporting period is recognized under deferred income.

Written premiums are recognized under revenue in proportion to the period of insurance cover. Part of
the written premium for the period of insurance cover after the balance sheet date is recognized under provision
for unearned premiums. The provision for unearned premiums is determined individually as at the end of each
reporting period, accurate to one day.

When the claims ratio (claims, including change in the balance of provisions for claims outstanding, to earned
premium; calculation of the ratio includes the claims handling costs, costs of recourses, and recoveries
and recourses received) exceeds 100%, a provision for unexpired risks is created to supplement the provision for
unearned premiums. The provision for unexpired risks is determined using the lump-sum method as a difference
between the product of provision for unearned premiums and claims ratio in a given financial year and provision
for unearned premiurns for the same period of insurance.
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The provision for unexpired risks is created in line with the minimum requirements of the provision adequacy
test specified in point 16 of IRFS 4.

The reinsurers’ share in the premium, provision for unearned premiums and provision for unexpired risks is
determined in the amount corresponding to the terms and conditions of relevant reinsurance treaties.

3.17.1.2. Life insurance

Written premiums in life insurance contracts include amounts due under insurance contracts concluded during
the reporting period, irrespective of the fact whether the amounts refer to the whole of the next reporting period
or its part. The premiums are adjusted by the change in the provision for unearned premiums during the reporting
period and reduced by the amount of premium due to the reinsurers. The provision for unearned premiums is
created as a part of the written premium related to the future reporting periods proportionally to the period
of the premium and is recognized under technical provisions.

3.17.2.  Costs of claims paid and technical provisions

3.17.2.1. Property and personal insurance

Costs of the reporting period include all costs of claims paid under the concluded insurance contracts, including
direct and indirect claims handling costs and costs of recourses and a change in provisions for claims
outstanding. The costs of claims are reduced by all received recoveries and recourses as well as by the change
in expected recoveries and recourses.

The reinsurers’ share in claims is determined for the classes of insurance with reinsurance, in the amount
of reinsurers’ share in claims, in line with relevant reinsurance treaties.

The provision for claims outstanding includes:
. provision for outstanding claims due to losses and accidents which took place and were reported by the end
of the reporting period;
.« provision for losses and accidents which were incurred by the end of the reporting period and were not
reported;

. provision for claims handling costs;

. provision for capitalized value of annuity.

The provision for claims Reported But Not Paid (hereinafter referred to as “RBNP” or “Provision 1) is
determined as the amount of the average loss for losses not 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.

The provisions for claims Incurred But Not Reported (hereinafter referred to as “IBNR” or “provision 1I") is
created for losses and claims which have not been reported by the date of the provision. IBNR is calculated using
the loss triangle: generalized Chain Ladder methed, Cape Cod method and Bornhuetter-Ferguson method
for the year of the claim. The basis for calculation are annual triangles for claims paid and claims reported.

The value of the provision for claims handling costs is directly proportional to the provision for claims
outstanding. Provisions I and II and the provision for claims handling costs are recognized at the nominal value,
i.e. they are not discounted.

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

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

As at 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 at the end of 1997 whose benefit at the end of a given period did not reach
a satisfactory amount, The satisfactory amount of claims is determined as a fixed percentage of the current
average pay for the years 1960-1990. For the difference between satisfactory and actual claims, the capitalized
annuity amount is calculated in line with the current principles.

The reinsurers’ share in provisions for claims outstanding is determined as the amount compliant with the terms
and conditions of relevant reinsurance treaties.
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3.17.2.2. Life insurance

Costs of the reporting period include all costs of claims paid under the concluded insurance conftracts, including
direct and indirect claims handling costs and a change in provisions for claims outstanding.

Costs of claims paid

Claims paid include all payments and charges made in the reporting period due to claims incurred during
the reporting period and earlier (also annuity claims and surrenders), together with all direct and indirect, internal
and external claims handling costs. Claims handling costs include also the costs of litigation.

The value of claims is recognized at the actually paid amount, following deduction of reimbursements
and refunds (except for refunds due to reinsurance), increased by the change in provision for claims outstanding
net of reinsurance and reduced by the reinsurers’ share in claims and provisions.

Life insurance provision

The amount of provisions for life insurance corresponds to the value of liabilities under concluded insurance
contracts and is determined as a difference between the current value of expected claims and the current value
of expected premiums using the so-called net premium method.
This means that provision calculation includes all claims and premiums provided for in the contracts
as contractual liabilities and receivables, irrespective of the fact whether the contract will be maintained by
the insured until the end of the period or terminated. The assumptions for the frequency of events under
insurance cover, i.e. mortality, incidence proportion and accident rate is determined based on publicly available
statistics, such as: Polish Life Expectancy Tables (PLET) or based on own statistics developed on the basis
of historical data for individual classes of products found in the portfolio.
The assumptions used in calculation of provisions for life insurance are calculated separately for individual
insurance products at the time of determining premium rates and marketing a given product (the so-called lock-
in assumptions). During preparation of financial statements the adequacy of assumptions is verified. If a given
assumption is found to be inadequate, it is verified and as a result the amount of provisions presented in the
financial statements is changed. Provisions for life insurance are determined based on actuarial methods in the
following way:

. group employee insurance and continued on an individual basis: the provision is based on the prospective
actuarial method involving determining of a provision separately for each insurance contract, based
on specific statistical data: it corresponds to the present value of the claims expected in relation to insurance
protection granted, less the present value of future premiums;

. insurance related to an insurance capital fund: the provision is created in order to cover the current claims
relating to insurance protection granted over the value of funds accumulated in the fund for individual
insurance types, respectively,, in line with general terms: its value corresponds to the portion of fees
collected in relation to insurance protection granted corresponding to future reporting periods;

. other - based on the prospective method, individually for each insurance contract and corresponds to the
difference between the expected present value of guaranteed claims and the present value of premiums due
under insurance confracts .

Provisions for life insurance are not reduced by deferred acquisition costs.

Provision for life insurance linked to insurance capital funds

Provisions for unit-linked life insurance products are created at the amount of the total value of shares in the fund
on the accounts of the insured, measured at fair value as at the end of the reporting period.

Provision for outstanding claims and benefits

The provision for claims outstanding is created independently for:

+  claims reported but not paid - using the individual method or when the amount of claim cannot be assessed,
if the claims are large-scale, using the average claim from the quarter immediately preceding the reporting
period;

. claims incurred but not reported - using the lump-sum method, as the percentage of claims paid
for the period of the last twelve months.

Provision for unpaid claims and benefits includes a claim handling provision.
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Provisions for boruses and rebates for the insured

The provision corresponds to the expected profit sharing for the insurer recognized as at the end of the reporting
period, which will be granted following the end of the settlement period.

Other technical provisions

Other technical provisions in life insurance include:

. provision for revaluation of claims under individual life insurance and annuity assumed from Pafistwowy
Zaktad Ubezpicczen (“old portfolio™);

. provision for pending court proceedings and claims related to court decisions (based on Article 358.3
of the Civil Code of 23 April 1964 (Dz. U. No. 16 of 1964, item 93 with subsequent amendments; the Civil
Code) conceming the change in the amount and the manner of paying a cash performance.

The above provisions for litigations correspond to the forecasted value of additional benefits resulting from
litigations based on the information of PZU Zycie about the trends in settlements and finished court
proceedings;

. provision in case of low interest rates - related to forecasted decrease in profitability of insurance fund
investments in the case of individual life insurance, individual increasing term insurance and increasing
premium term insurance, Firma group insurance and annuity insurance created with an actuarial method,
individually for each insurance contract at the amount corresponding to the difference between:

—  amount of mathematical provisions calculated with relevant formulas and application of modified
technical rates including their projected future decrease and

—  amount of mathematical provisions calculated in line with valid regulations regarding provisions with
the original technical rate applied for other product pricing.

3.17.3.  Provision adequacy tests

As at the end of each year, forecasts are made for contracts in individual classes of products based on previous
trends and extrapolation of identified trends for mortality, accident rate, resignation and forecasted costs
of claims management and settlement. The test includes comparison of the present value of projected discounted
cash flows with the amount of provision recognized at the end of each year. In the case when the provisions are
found to be insufficient as compared to the value of discounted cash flows, the assumptions concerming
provision creation and automatic adjustment of the amount of technical provisions are modified.

3.18 Employee benefits
3.18.1.  Defined contribution plans

Social security contributions

PZU Group companies are subject to the provisions of law of the country where the company has its registered
office, pay all or some of the costs of contributions which are statutory employee overheads. In Poland they
include some of the contribution to pension and disability insurance and all contribution to accident insurance,
labor fund and guaranteed employment benefit fund. PZU Group companies are obliged to pay specific
contributions and are not obliged, whether legally or constructively, to participate in payment of such future
benefits to employees.

Specific contributions to the pension plans are charged to profit or loss of a relevant period.
3.18.2.  Defined benefit plans

3.18.2.1. Provision for retirement benefits

The principles of remuneration valid at PZU Group companies with their registered offices in Poland assume
that employees of the companies are entitled to retirement benefits upon retirement. The benefit amount depends
on the number of years in service and average monthly salary.

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

Actuarial gains and losses are recognized in full in the period in which they occurred.

35



Powszechny Zaktad Ubezpieczen Spdtka Akcyjna Capital Group
Consolidated financial statements in line with IERS for the financial year ended 31 December 2009

3.18.2.2. Survivor benefits

Pursuant to the Labor Code of 26 June 1974 (consolidated text: Dz.U. no. 21 of 1998 item 94 as amended -
“the Labor Code”), employees of PZU Zycie with registered offices located in Poland are entitled to survivor
benefits. In case of death of an employee during their employment or at the time of receiving benefit as a result
of inability to work due to sickness, the family is entitled to survivor benefits depending on the employee’s
duration of employment at the PZU Group which is an equivalent of 1 to 6-month salary.

Liabilities due to survivor benefits recognized in the statement of financial position are measured at the current
value of discounted cash flows,

3.18.3.  Provisions for post-employment benefits

Pursuant to the provisions of the Act of 4 March 1994 on the company social benefit fund (Dz. U. No. 43
of 1994, item 163 with subsequent amendments) and internal regulations of the PZU Group companies with their
registered offices in Poland which create Company Social Benefit Funds, the benefits and financial services
of the fund may be used by pensioners (former employees of the company) and their families. Liabilities due to
post-employment benefits recognized in the statement of financial position are measured at the current value
of discounted cash flows. The costs of post-employment benefits estimated using actuarial methods are
recognized on an accrual basis, using the projected unit credit method.

3.18.4.  Provisions for jubilee benefits

The principles of remuneration valid at the PZU Group companies included in consolidation with their registered
offices in Poland assume that employees of the companies are entitled to jubilee benefits if they have been
employed for a specific number of years. The benefit amount depends on the number of years in service
and average monthly salary.

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

Actuarial gains and losses are fully recognized in the period when they occurred and the past service costs,
as understood by IAS 19, are immediately recognized in profit or loss.

Liabilities due to jubilee benefits recognized in the statement of financial position are measured at fair value.

3.18.5.  Costs of paid vacation

The employees of the PZU Group companies are entitled to paid vacation on the terms and conditions specified
in legal acts concerning the labor law (in Poland - the Labor Code). The cost of employee paid vacation is
recognized on an accrual basis, using the liability methed. The liability due to employee paid vacation is
determined based on the difference between the actual use of the vacation by employees and the balance which
would take place if the paid vacation was used in proportion to the lapse of time in the period for which
the vacation is due and recognized under “Accruals”.

3.19 Revenue recognition

Recognition of revenue due to insurance contracts has been described in point 3.17.

Interest

Interest revenue is recognized in accordance with effective interest rate and reported in the income statement
in the period its pertains to under "Change in the net fair value of assets and liabilities measured at fair value”,
"Claims and change in measurement of investment contracts” (for investment contracts) and “Net revenue from
investments” (for other assets).

Dividends

Dividends are recognized as revenue when the right to the dividend is acquired; however, in the case of dividend
paid from profits generated before acquisition of shares measured at the acquisition cost, the value of due
dividend is reduced by the value of share acquisition. Dividend revenue is recognized in “Net revenue from
investments” in the consolidated income statement.

Revenue from pension fund management services
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Revenue from management of OFE PZU is recognized in the periods when the services were rendered.

The revenue includes in particular:

«  handling fees on premiums transferred by the Social Insurance Institution (“*ZUS”) to OFE PZU
in the amount specified in the Articles of Association of OFE PZU and in line with the limits stipulated
inthe Pension Funds Act of 28 August 1997 (Dz.U. no.159 of 2004, item 1667 with subsequent
amendments; “Pension Funds Act),

. fees specified in the Articles of Association of OFE PZU for managing OFE PZU, in accordance with
the limits specified in the Pension Funds Act,

«  other fees determined in the Articles of Association of OFE PZU.

Revenue from operating activities of PTE PZU is recognized under “Revenue from commissions and fees”.

3.20 Taxes

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

Current corporate income tax liabilities are calculated in accordance with the tax regulations applicable
in the country where the company has its registered office.

The deferred portion recognized in profit or loss is the difference between the balance of deferred tax liabilities
and assets as at the beginning and end of the reporting period; deferred tax liabilities 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 the countries of residence of PZU Group Companies,
issued by the end of the reporting period.

3.21 Recognition of foreign currency transactions and balances

Transactions executed in currency other than Polish zloty (PLN} are recognized at the average NBP exchange
rate valid on the transaction date. As at the end of the reporting period, monetary items denominated in foreign
currencies are translated at the average NBP rate as at that date. Non-monetary items measured at fair value
and denominated in foreign currencies are measured at the average NBP exchange rate as at the date when
the fair value was determined. Gains and losses on currency translation are charged directly to profit or loss.
The only exceptions are gains and losses on currency translation concerning AFS equity instruments which are
charged to the revaluation reserve.

4. Key assumptions underlying accounting estimations

4.1 Receivables from policyholders

Receivables from policyholders are reviewed in order to determine possible occurrence of 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.

4.1.1. Property and personal insurance
In order to determine the amount of a collective write-down on receivables from policyholders, a sophisticated
estimation model is used for collective risk assessment including the total expected financial cash flows:

«  With regard to mature receivables, based on historical collectability data and
.  With regard to non-mature receivables, based on historical analysis of the share of overdue receivables
combined with historical analysis of collectability, as for mature receivables.
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4.1.2, Life insurance

The following coefficients were assumed to estimate the impairment loss on receivables:

«  for receivables from policyholders, ratios resulting from historical analysis of repayment of overdue
receivables including specifics of each product based on general insurance terms;

. for disputable receivables, ratios based on historical analysis of payments resulting from court decisions
and analysis of cases when PZU Zycie resigned from collection of overdue receivables.

4.2 Assumptions made in estimation of technical provisions for property and personal insurance

The final estimated value of claims paid has been presented in the provision development triangles.
Methodologies used to calculate IBNR provision are described in point 3.17.2.

When calculating a provision for capitalized annuity amount, estimated future increase of an average annuity is
based on historical data taking into account other information that may result in an increase in the value of
annuities in the future.

Future profitability of the portfolio of investments covering the provision for capitalized annuity amount is
calculated as projected profitability of the portfolio of bonds maintained to maturity in line with the prudence
principle. As at 31 December 2009 the technical interest rate of 3.7% was applied and the limitations resulting
from the maximum technical interest rate published by the Polish Financial Supervision Authority were also
taken into consideration. At the same time, based on inflation and pay rise forecasts, the annuity growth rate of
3.7% was applied. As at 31 December 2008 the discount rate, taking into account the technical interest rate and
the annuity growth rate, was 0%,

As regards life annuities, the period during which annuity claims are 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 claims includes the cost of their future

management in the amount of 3% of the value of paid claims.
Methodology of estimating old portfolio provisions is described in point 3.17.2.

43 Assumptions made in estimation of technical provisions for life insurance products

Key assumptions made when estimating technical provisions for life insurance products, referring among others
to assumed frequency of events under insurance coverage are described in point 3.17.2.2,

Type P group insurance and type P and D individually continued insurance guarantee insurance cover for both
the main insured and their family members. As the Company had only access to data on the main insured
covered by continued insurance and due to a lack of complete information on the age, sex, marital and family
status of the insured in group insurance, in 2004 a statistical survey was conducted with regard to the age
structure and sex of the individuals covered by group insurance as well as their family members.
The aforementioned survey also served as the basis for the assumptions regarding the family structure
of the individuals covered by individually continued insurance.

The assumptions made on the basis of the statistical survey for the purpose of determining the group insurance
provisions, in line with the theory of probability and statistical methods, allow to take into account the age
structure and sex of the insured and their family members, estimate and the value of the provisions for the whole
portfolio.

PZU Zycie carries our regular adequacy assessment of ail assumptions made when calculating liabilities,
including technical rates applied. Should indication of potential profitability decrease regarding assets covering
insurance contract liabilities occur in future, the present assumptions regarding technical rates shall be revised.

Provision for revaluation of old portfolio claims and for pending litigation

Key assumptions regarding calculation of provision for old portfolio claims revaluation and provisions
for pending litigation are described in point 27.2.2.

Provision adequacy lests

Provision adequacy testing principles in life insurance products are described in point 3.17.3.
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4.4 Deferred acquisition costs in life insurance products

Accounting principles regarding bringing forward of deferred acquisition costs in life insurance products are
described in point 3.13.2,

5. Judgments used when selecting and applying accounting principles (policy)

Preparation of consolidated financial statements in line with IFRS requires estimates and assumptions which
have an impact on the financial data presented in the financial statements with regard to values of assets,
liabilities, revenue and expenses, as well as to disclosures..

Although the adopted assumptions and estimates are based on the Management Board’s best knowledge about
current activities and events, actual results may differ from those expected.

These continuously verified estimates and assumptions are based on historical experience and other expectations
regarding future events, which, based on data available as at the financial statements date, seemed reasonable.

5.1 Classification of insurance contracts in line with JFRS 4

PZU Group companies that carry out insurance activity, i.e. PZU, PZU Zycie, PZU Lietuva and PZU Ukraine
apply guidance included in IFRS 4 regarding classification of their products as insurance contracts subject
to IFRS 4 or investment contracts. A contract can be classificd as an insurance contract only when the insurance
covered event may necessitate for the insurer to pay additional claims in any scenario except from those lacking
economic contents (i.e. which do not visibly impact the economics of transactions), i.e., when the contract
involves transfer of a significant insurance risk.

Assessment whether a contract does transfer significant actuarial risk requires analysis of cash flows related
to a product under various scenarios and estimation of probability of their occurrence. The assessment is based
on a judgment, which significantly impacts accounting principles applied.

5.1.1 Contract classification in property and personal insurance

Analysis carried out proves that all property and personal insurance contract transfer significant insurance risk
and therefore are governed by regulations of IFRS 4 as opposed to IAS 39.

Additionally, in light of work on the second stage of IFRS 4 carried out by IASB, the Group continues
application of insurance contract accounting to financial guarantees that meet the definition of a financial
instrument in accordance with amended IAS 39 and IFRS 4 effective from 1 January 2006.

5.1.2 Classification of life insurance contracis

Based on an analysis, the Management Board of PZU Zycie stated that the company offers products that do not
transfer significant insurance risk (they include certain products with guaranteed return rate and some unit-linked
ones) and thus do not meet the definition of an insurance contract pursuant to IFRS 4. Therefore, these products
have been classified as investment contracts measured in line with IAS 39 for the purpose of these consolidated
financial statements, which means that — depending on the product construction and classification —
at depreciated cost or fair value,

52 Special purpose vehicles

In order to determine whether PZU Group controls an investment fund, a case by case evaluation is necessary.
For this purpose, various criteria are considered, in particular the fact of managing the fund’s assets by a PZU
Group company, interest in net assets of the fund, as well as materiality.

Material funds controlled by the PZU Group are included in consolidation. In such cases, their assets are
presented in the statement of financial position as financial assets, while the portion of their assets held by
external investors is presented as other liabilities.

53 Financial instruments held to maturity

Non-derivative financial assets with fixed or determinable payments and defined maturity are classified as HTM
assets in line with IAS 39. The classification is mainly based on a judgment of the Management Board of PZU,
which assesses its intentions and ability to hold these financial instruments to maturity.
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The assessment is based on an analysis of the material and financial position as well as possible mismatch
of assets and liabilities of the PZU Group. According to the management boards of the PZU Group companies,
no factors indicate that holding of these instruments to maturity is threatened.

54 Impairment of AFS equity instruments

Impairment of AFS financial instruments is recognized in case of a significant and prolonged decrease of their
fair value below the initial value. Determining whether the decrease is significant and prolonged is based
on a judgment. When making such a judgment, standard volatility of equity instrument prices is considered
along with other factors. Recognition of impairment may also be reasonable when evidence exists that
the issuer’s financial standing has deteriorated (in particular with regard to financial and operating cash flows),
or the situation in the given sector, industry or technology has worsened.

In case of impairment, loss on measurement of AFS equity instruments, previously recognized in revaluation
reserve, are reclassified to the income statement and charged to profit/loss of the period in which impairment
occurred.

5.5 Transactions of acquiring and disposing of financial instruments whose economic content differs
from legal content

According to PZU Group companies, buy-and-sell-back and sell-and-buy-back transactions do not mean transfer
of rights and obligations related to the given financial instrument. In line with IAS 39.14 and 29, the above
transactions are classified as loans or liabilities, respectively.

5.6 Classification of property used for internal purposes and freated as investment property
Real property used for internal purposes is measured at historical cost according to IAS 16, while investment
property is measured at fair value with the changes in fair value charged to the income statement.

In case of real property used both for internal purposes and for investment, separation is carried out according
to principles described in 3.9, when both parts of such property can be sold separately or leased.

5.7 Presentation of transactions with entities related to the State Treasury
Pursuant to [AS 24 entities are required to present transactions with related parties but due to the fact that the
State Treasury holds interest in PZU’s share capital exceeding 50% - with entities related to the State Treasury.

For the purpose of point 53.3 and 53.4, in which related party transactions have been presented, “entities
controlled by the State Treasury” denote only commercial companies being State Treasury controlied entities,
whose lists are published on the website of the Ministry of Treasury.

In 2009 and 2008 the PZU Group did not enter into related party transactions under non-arm’s length terms.

Carrying out its statutory activities, the PZU Group entered into transactions with entities controlled by the State
Treasury other than commercial companies, whose business names are published on the website of the Ministry
of Treasury. Considering a substantial number of such entities and transactions concluded, Iimitations of the
reporting system implemented by the PZU Group as well as immateriality of the impact of such transactions on
the performance of the PZU Group, PZU believes that their disclosure is not important for ensuring a reliable
presentation of the financial position of the Group.

6. Segment reporting

IFRS 8 requires that operating segments are identified on the basis of intemal reports regularly reviewed
for bodies in charge of allocating resources to individual segments and evaluating their performance.

Based on the criterion of products and services offered by PZU Group companies included in consolidation,
the following operating segments have been identified:

«  Property and personal insurance

. Life insurance

«  Pension insurance.

Due to their individual specifics, no segments have been combined.

Accounting principles used for the purpose of the above segments are the same as described in point 3.

Financial data of the pension insurance segment have not reached the limit values defined in IFRS 8.13, but they -
have been separated for their specific nature and the internal reporting system applied by the PZU Group.
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The Group applies an additional geographical segmentation based on which the following segments have been
defined:

. Poland
. Lithuania
. Ukraine.

All business transactions concluded both among operating and geographical segments are arms-length based.

7. Risk management

7.1 . Introduction

The PZU Group developed and implemented a risk management system focusing on both risk control
and ensuring the adequate level of capitalization. Operational risk identification, analysis, measurement, control,
management and reporting allow the PZU Group to mest its obligations to customers and business partners and
to satisfy the requirements resulting from legal provisions and external regulations. Risk management is based
on three defense lines that include:

. Line 1; risk management on the business (organizational) unit level in accordance with valid procedures,
guidelines and limits. On this level, risk management is additionally supported by internal control
principles.

. Line 2: risk management through specialized units and committees (established for the purpose of specific
risk management) within the existing risk management framework, based on current principles,
methodologies and procedures;

. Line 3: the internal audit, which conducts independent control and audit of key risk management system
elements and control activities embedded in the Group’s operations.

Further in this section, the risk management system in PZU and PZU Zycie is presented due to significance of
their operation and risk exposure on the Group level.

7.2 Key risk management assumptions

7.2.L Risk management model
The entity assumes controlled risk on the basis of the following processes:

. Identification of risk related to operations, products and investing activities;

. risk assessment based on adopted methodologies, historical data and market parameters;

. laying down rules/guidelines for entities responsible for assuming risk, including those relating to reflecting
the risk in the price of products offered;

« risk mitigation by accepting collateral or by reinsurance;

. measurement and control of assumed risk reported within the risk management process.

Environment and corporate culture

The environment and corporate culture of the PZU Group are based on key risk management principles and
sufficient internal communication.

In order to ensure sufficient risk understanding and awareness among employees and management, the PZU
Group puts emphasis on an information system regarding risk exposure and management among particular areas
of activity.

7.2.2, Risk appetite
Risk appetite reflects the maximum level of acceptable risk that the organization can take and is closely related
to business strategy and financial targets. It may be described both in terms of quality and quantity.

The risk level is managed by the PZU Group in a manner ensuring that the value of capital, considering its
availability, corresponds at least to the “AA” risk rating, in line with the capital model of Standard&Poor’s

Ratings Services (S&P).
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Market risk appetite is determined using the Value-at-Risk method (VaR). VaR is a generally recognized
approach to measurement of the risk of loss resulting from a given financial asset portfolio within a specified
time horizon.

Respective risk appetite is defined in the form of limits accepted by the Management Board or one
of the following committees:

. Asset and Liability Management Committee of PZU Group (ALCO)

v Committee of Financial Insurance and Guarantee Risk (CFIGR) Group.

Next step involves allocation of risk limits to organizational units on lower levels of the organizational structure.

7.2.3. Key risk management principles

Risk management in PZU Group is based on the following main principles:

. Controlled risk acceptance: financial capacity and sustainable value growth are an integral part
of the Group’s business strategy. In order to achieve these objectives, the Group’s operations are limited
by clearly defined risk policy and risk control framework.

+  Clear responsibility: the Group’s operations are based on allocation of tasks, competencics
and accountabilities. Delegated employees are accountable for risk they undertake, and their incentives are
aligned with the Group’s business objectives.

. Adapting to changes in business environment: ability to respond to changes in business environment caused
both by external conditions and internal changes is an integral part of the risk control process in the Group.

7.3 Risk management structure
The following units participate in risk management process in PZU and PZU Zycie:

. Supervisory Board of PZU / PZU Zycie
+  Management Board of PZU / PZU Zycie

. ALCO

« CFIGR

. selected offices and teams of PZU and PZU Zycie
« PZU AM.

The management boards are accountable for implementing of the risk management system based
on recommendations of ALCO and CFIGR.

ALCO submits recommendations regarding management of the balance sheet structure in order to ensure that
PZU SA and PZU Zycie SA have the sufficient level of security, liquidity and profitability. Additionally, it
presents recommendations regarding acceptable level of financial risk and investment guidelines for PZU SA,
PZU Zycie SA and PZU AM (a subsidiary of PZU responsible for management of selected portfolios of PZU
and PZU Zycie)

CFIGR defines the strategy of PZU regarding financial insurance products and insurance guarantecs.
Additionally, CFIGR allocates risk exposure limits and monitors operations of PZU in areas of significant
financial risks related to these products.

7.4 Risk profile

Management of individual risk types is centralized both in PZU and PZU Zycie. This principle applies to market
risk, credit risk regarding investments and reinsurance and liquidity risk. Insurance risk is managed on the level
of individual companies depending on the nature of their operations. Credit risk related to insurance and
financial guarantees is managed on the level of PZU SA since this sort of operations is carried out by this
company only.

Risk management in PZU and PZU Zycie is focused on identifying and managing of material risks occurring in
individual business areas through sufficient limiting (risk appetite defining), monitoring and clear defining of
obligations and accountabilities regarding risk management in the given area. Risk profile is reported to the
management boards of PZU and PZU Zycie on the year basis.

PZU and PZU Zycie control individual types of risks both by quantity analysis (model based risk quantification)
and by quality (which is of crucial importance for quality risks, such as strategic and reputation risk). COn this
basis, PZU and PZU Zycie determine their risk profile and exposure to individual risks.
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Defining of individual risks

Insurance risk is the risk of incurring a financial loss or unfavorable change in the value of insurance liabilities
resulting from volatility of occurrence, frequency and scale of covered events and from volatility of claims
payments,

Market risk is the risk that the fair value of a financial instrument or future cash flows related to it shall fluctuate
due to changes in market prices. The risk involves three risk types: interest rate risk, currency risk and other
price risks.

Credit risk is the risk of incurring a financial loss following a failure to meet an obligation by issuers
of securities, contractors, and contractors of guarantee beneficiaries. Credit risk includes also risk
of concentration related to financial loss resulting from too large exposure with an entity.

7.4.1, Insurance risk (property, personal and life insurance)

Insurance risk in PZU and PZU Zycie includes:
. for property and personal insurance (PZU):

—  premium risk — the risk of inappropriate estimation of tariffs and possible deviation of written
premium from the expected level resulting from volatility in occurrence, frequency and scale
of covered events;

- provision risk — a risk that the technical provision level estimate is incorrect, and actual claims may
fluctuate around the statistical average due to the stochastic nature of future claims payments;

—  longevity risk — a risk of loss or unfavorable change of insurance liabilities resulting from changes
in the level, trend or volatility of the mortality factor if its decrease results in a growth of insurance
liabilities;

—  annuity amount revision risk — a risk of loss or unfavorable change in the value of insurance
liabilities resulting from changes in the level, trend or volatility of annuity amount revision indicators
in TPL insurance related to changes in legal environment or health of the insured;

—  catastrophe risk — a risk of catastrophes, such as natural disasters or terrorist attacks.

. In case of life insurance products offered by PZU Zycie:

~  mortality risk — a risk of loss or unfavorable change of insurance liabilities resulting from changes
in the level, trend or volatility of the mortality factor if its decrease results in a growth of insurance
liabilities;

—  longevity risk — a risk of loss or unfavorable change of insurance liabilities resulting from changes
in the level, trend or volatility of the mortality factor if its decrease results in a growth of insurance
liabilities;

—  disability risk — a risk of loss or unfavorable change of insurance liabilities resulting from changes
in the level, trend or volatility of the disability factor and occurrence of illnesses/diseases;

_  risk related to the incurred cost amount — a risk of loss or unfavorable change in the amount
of insurance liabilities resulting from changes in the level, trend or volatility of costs incurred
in relation to insurance or reinsurance contracts;

~  risk related to contract withdrawal — a risk of loss or unfavorable change in the amount of insurance
liabilities resulting from changes in the level, trend or volatility of indicators including withdrawal
from contracts, termination or buyout of policies;

—  catastrophe risk — a risk of catastrophes, such as pandemia.
PZU and PZU Zycie manage their insurance risk using the following tools:
. calculation and monitoring of technical provisions adequacy;
. tariff strategy and monitoring of the current estimates and evaluation of premium adequacy;
»  underwriting
«  reinsurance.

Calculation and monitoring of adequacy of technical provisions
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PZU and PZU Zycie manage their adequacy risk of technical provisions through application of appropriate
calculation technology and control of processes related to determining of provisions. The provisioning policy is
based on:

«  prudent approach to determining of technical provisions and

. continuity principle stating that the technical provisioning methodology should not be modified unless
important circumstances justify such modification.

For personal and property insurance (PZU), the level of technical provisions is evaluated once a month,
or in specific circumstances (making a payment, obtaining new information from liquidators or lawyers) their
amount is updated. PZU uses history of development and payments per balance sheet year to analyze
the technical provisions amount, The analysis results in assessment of precision of actuarial methods used
by PZU.

For life insurance products {PZU Zycie), public statistics (life expectancy tables) made available by specialized
entitics supported by historic data derived from insurance portfolios provide the main source of data to estimate
the projected frequency of claims. PZU Zycie undertakes regular statistical analyses of claims frequency on the
level of product group, insurance portfolio and pre-defined homogenous risk groups. These analyses allow
determining relative frequency of claims compared to public statistics. Application of relevant statistical
methods allows PZU Zycie to determine materiality of data and where required, defining and applying
appropriate security charges when creating technical provisions and measuring risk.

Estimating of technical provisions in PZU and PZU Zycie is supervised by main actuaries. Additionally, each
year an independent external expert calculates the provisions in order to check results provided by PZU SA or
carries out valuation of life insurance portfolios within Embedded Value calculation (with regard to life
insurance).

Tariff strategy, monitoring of current estimates and premium adequacy assessment

The purpose of the tariff policy applied by PZU SA and PZU Zycie SA is to ensure an adequate premium level,
sufficient to cover the existing and future liabilifies arising on concluded policies and expenses. Along with
developing a tariff, simulations are carried out with regard to the projected insurance profit/loss in subsequent
years. Additionally, regular premium adequacy and portfolio profitability studies are regularly carried out for
each insurance type based on various analyses and listings, including among others evaluation of the technical
result on a product for a given reporting period. For selected products, profitability evaluation is carried out
based on measurement of insurance portfolios under Embedded Value calculation (life insurance). Frequency of
analyses is adjusted tothe size of product and possible result fluctuation, If the course of insurance is
unfavorable, activities are undertaken to restore a defined profitability level, involving modification of premium
tariffs or the insured risk profile through modifying of relevant provisions of general insurance terms.

Underwriting

As regards SME and corporate customers, a separate underwriting process independent from the sales function is
carried out, which involves risk assessment and taking a decision on its acceptance. The assessment of risk
related to SME customers is conducted by dedicated underwriting teams. The underwriting process includes a
three-stage risk acceptance system depending on competency scopes and limits granted (Branch Sales Team,
Branch Underwriting Team, HO).

Reinsurance (as an insurance risk mitigating tool)

The objective of the reinsurance program in PZU s to secure its core business by mitigation of catastrophic risk
that may negatively impact the financial standing of the Company. The task is performed in the form
of concluding obligatory reinsurance contracts with additional facultative reinsurance.

Concluded reinsurance contracts mitigate the risk of PZU — among others by a non-propottional reinsurance
contract that protects the portfolio of PZU from catastrophic claims (such as floods or hwricanes), non-
proportional reinsurance contracts protecting property, technical and MTPL insurance portfolios from effects
of large individual claims, Additionally, a proportional reinsurance contract protects the financial insurance
portfolio of PZU.

The Company has developed its own catastrophic claims model. The results of the model, as well as those
produced by third party models, are used to optimize the reinsurance program in terms of protection against
catastrophic claims.
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Outward reinsurance contracts concluded by PZU Zycie protect its portfolio from accumulation of risks
(a catastrophic contract), as well as individual policies with higher sums insured and the group portfolio covering
effects of serious illness of a child.

Exposure to insurance risk in property and personal products

The following table presents the key costs ratios in PZU Group in property and personal insurance

Ratio 1 January - 1 January -

31 December 2009 31 December 2008
Expense ratio 29.27% 27.05%
Claims ratio net of reinsurance 69.28% 63.25%
Reinsurer’s refention ratio 2.00% 1.46%
Mixed ratio 98.55% 90.30%

The expense ratio is calculated by dividing the total acquisition costs, administrative expenses, reinsurance
commissions and share in reinsurers® profits by the net premiums earned.

The claims ratio net of reinsurance is calculated by dividing claims and the net change in technical provisions by
the net premiums earned.

The reinsurer's retention ratio is calculated by dividing a reinsurer’s share in gross written premiums by the gross
written premiums.

Combined ratio is defined as the ratio of the total of acquisition costs, administrative expenses, reinsurance
commissions and share in reinsurers’ profits, claims and changes in the status of net technical provisions to the
net carned premiums.

The following tables present development of technical provisions and payments in subsequent reporting periods
({in PLN million).

Claims development in direct property and

personal insurance, gross 2001 2002 2003 2004 2005 2006 2007 2008 2009
(by reporting year)
Provision at the end of the reporting year 6312 6939 7295 7247 7458 7541 7898 8293 8700

The provision and the total claim payments (from the
end of the first reporting period to the end

of the current reporting period, excluding payments
made before the end of the first reporting period)

- calculated a year later 6153 6656 6471 65868 6916 7300 7698 8382
- calculated two years later 5872 6010 6534 6387 6815 7287 7833

- calculated three years later 5505 6162 6097 6355 7014 7437

- calculated four years later 5667 5797 6083 6560 7113

- calculated five years later 5395 5805 6272 6639

- calculated six years later 5423 6014 6361

- calculated seven years later 5657 6111

- calculated eight years later 5749

Total provision and claim payments (from the end of

the first reporting period to the end of the current

reporting period, excluding payments made before

the end of the first reporting peried) 5745 6111 6361 6659 7113 7437 7833 8332
The total claim payments (from the end of the first

reporting period to the end of the current reporting

period, excluding payments made before the end of

the first reporting period) 2832 2873 2789 2715 2723 2528 2262 1814
Provision recognized in the statement of financial
position 2917 3238 3572 3944 4390 4909 5571 63568

Difference between the originally estimated
provision and the run-off result estimated at the

end of reporting year 563 828 934 588 345 104 65 (89)
The above difference as a percentage of the
originally estimated provision - 9% 12% 13% 8% 5% 1% 1% -1%
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Claims development in direct property and

personal insurance net of reinsurance (by 2001 20602 2003 2004 2005 2006 2007 2008 2009
reporting year)
Pravision at the end of the reporting year 4640 5212 5750 5980 6246 6356 6916 7433 7900

The provision and the total claim payments (from the
end of the first reporting period to the end

of the current reporting period, excluding payments
made before the end of the first reporting period):

- calculated a year later 4237 5092 5134 5630 5651 6146 6791 TS6B
- calculated four years later 4113 4651 5251 5175 5605 6202 6969

- calculated four years later 3917 4824 4839 5200 5839 6396

- calculated four years later 4084 4485 487 5405 5979

- calculated eight years later 3836 4533 5063 5529

- calculated etght years later 3904 4729 5173

- calculated eight years later 4102 43840

- calculated eight years later 4202

Total provision and claim payments (from the end of

the first reporting period to the end of the current

reporting period, excluding payments made before

the end of the fitst reporting period) 4201 4840 5173 5529 5979 6396 6960 7568

The total claim payments (from the end of the first
reporting period to the end of the current reporting
pericd, excluding payments made before the end of

the first reporting period) 1820 2190 2206 2208 2235 2167 2084 1699
Provision recognized in the statement of financial
position 2372 2650 2967 3321 3744 4229 4385 5869

Difference between the originally estimated
provision and the run-off result estimated at the
end of reporting year 439 372 577 451 267 (40) (53) (135)

Tl!e‘ahove difl‘erence 8sa ;{ercentage of the 9% 7% 10% 8% 4% 1% 1% 2%

originally estimated provision

Motor insurance products (MTPL and comprehensive car insurance) account for the major part of PZU portfolio.
Both types of policies are usually concluded for a year, during which a claim must occur to be covered.
The comprehensive car insurance policy is based on claim-made principle, so there is no uncertainty, unlike
MTPL, which is an occurrence policy (up to 30 years for making a claim). The amount of property claims is
particularly sensitive to the number of court claims made and court decisions regarding individual cases. In case
of MTPL contracts, new types of claims emerge along with additional deferred claims, which adds
to the complexity of estimating the technical provisions amount.

Risk concentration in property and personal insurance

For each inspectorate, a percentage share of flood and hurricane claims paid was calculation in the accumulated
amount of claims paid in the years when catastrophes (floor or hurricane) occurred, based on individual data
for each property group. Depending upon the share size, inspectorates were classified into three categories. Next,
for each inspectorate, relevant sum insured and number of policies was defined and grouped in Iine with
the assumed classification, thus arriving at flood and hurricane risk concentration for property insurance
products.
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Risk concentration in property and personal insurance: flood claims exposure

Risk concentration in property and
personal insurance: flood claims

Sum insured

PLN 1600-

over PLN

0-200 PLN 200- PLN 500- Tatal
exposure by level . 500 1000 2000 2000
as at 31 December 2009 PLN000  yousand  thousand  thousand  thousand
A class regions: inspectorates where Sum insured 4.3% 7.8% 3.0% 1.8% 31.2% 48.1%
flood claims account for 0 to 5% of Number of o o o o
total clatms policics 39.8% 5.3% 0.9% 0.3% ¢.3% 46.6%
B class regions: inspectorates where Sum insured 0.8% 0.6% 0.3% 0.2% 51% 7.0%
flood claims account for § to 15% of Number of o o o N
total claims palicies 4.5% 0.4% 0.1% 0.0% 0.0% 5.0%
C class regions: inspectorates where Sum insured 3.5% 7.3% 2.7% 1.83% 29.6% 44.9%
flood claims account for over 15% of  Number of o o o
total claims policics 41.8% 5.1% 0.8% 0.3% 0.4% 48.4%
Sum insured 8.6% 15.7% 6.0% 3.8% 659% ~ 100.0%
Total I:;:‘;ﬂ“;’ of 86.1%  108% 18% 0.6% 07%  100.0%
Risk concentration in property and Sum insured
personal insurance: flood claims sgp  PLN200-  PLNSO0- PLN1000- overPLN  porq
exposure by level 0-20 500 1000 2000 2000
as at 31 December 2008 PLN“00  4ousand  thoussnd  thousand  thousand
A class regions: inspectorates where Sum insured 12.8% 12.7% 4.8% iI1% 52.8% 86.2%
flood claims account for 0 to 5% of Number of 9 o ° o % 85.6%
total clairms policies 70.1% 12.2% 2.1% 0.6% 0.6% 6%
B class regions: inspectorates where Sum insured 0.9% 0.6% 0.2% 0.1% 1.9% 3.7%
flood cla}ims account for 5 to 15% of Nur.n!ger of 43% 0.6% 0.1% 0.0% 0.0% 5.0%
total claims policies :
C class regions: inspectorates where Sum insured 1.4% 1.8% 0.7% 0.4% 5.8% 10.1%
flood claims account for over 15% of  Number of o o o o o 9.4%
total claims policies 7.2% 1.7% 0.3% 0.1% 0.1% 4%
Sum insured 15.1% 15.1% 5.7% 3.6% 60.5% 100.0%
Total s;i’;:':s’ of 8L6%  145% 25% 0.7% 0.7%  100.0%
Risk concentration in property and personal insurance: hurricane claims exposure
Risk concentration in preperty and Sum insured
ersonal insurance: hurricane claims PLN 200- PLNS500- PLNI000- over PLN
P 0-200 Total
exposure by level - 500 1000 2000 2000
as at 31 December 2009 PLN‘000 4 ousand  thousand  thousand thousand
A class regions: inspectorates where Sum insured 32% 5.8% 24% 1.5% 29.6% 42.5%
hurricane claims account for 0 to 5% of Nu{nllacr of 11.6% 4.0% 0.7% 0.2% 0.2% 38.7%
total claims policies
B class regions: inspectorates where Sum insured 29% 3.9% 1.4% 0.7% 8.1% 17.0%
hurricane claims account for 5 to 15% Nur'nllner of 17.8% 27% 0.4% 0.1% 0.1% 21.1%
of total claims policies
C class regions: inspectorates where Surn insured 2.5% 6.0% 22% 1.6% 28.2% 40.5%
hurricane claims account for over 15%  Number of o o o o 40.2%
of total claims policies 34.7% 42% 0.7% 02% 0.4% 2%
Sum insured 8.6% 15.7% 6.0% 3.8% 65.9% 100.0%
Total Dol of 86.1%  109% 1.8% 0.5% 07%  100.0%
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Risk concentration in property and

Sum insured

PLN 1000- over PLN

E;;Z?_;Eil;;l:::]ce: hurricane claims 0.200 PLI;OZDDU_ PLINOOSE:)U- N1 er b Total
as at 31 December 2008 PLN000  45usand  thousand  thousand  thousand
A class regions: inspectorates where Sum insured 2.4% 3.0% 1.5% 1.0% 22.8% 30.7%
hurricanc claims account for 0 to 3% of e of 16.5% 2.8% 0.6% 02% 02%  203%
B clzlass regions: inspectorates where Sum insured 4.6% 5.4% 2.1% 1.2% 17.6% 30.9%
hufticanc claims account for 3 to 15% Dol of 23.3% 5.1% 09% 0.3% 02%  29.8%
C class regions: inspectorates where Sum insured 8.2% 6.7% 21% 1.4% 20.0% 38.4%
hurrican caifs account for over 13% rolisky of 41.8% 6.6% 0.9% 0.3% 03%  49.9%
Sum insured 152% 15.1% 5.7% 3.6% 60.4% 100.0%
Toul v SL6%  145% 24% 08%  07%  1000%

Risk concentration in property and personal insurance: non-motor TPL

Risk concentration in property and personal non-motor TPL insurance measured by the gross written premium
amount is presented sorted by guarantee amount and type of coverage.

Gross written preminm in property

Sum insured

PLN 1400- over PLN

and personal insurance - TPL as at 0-200 200-500 500-1000 2000 2000 Total

31 December 2009 "~ PLN‘000 PLN ‘000 PLN ‘000 thousand thousand

General TPL in personal life and other 15.1% 4.7% 3.5% 4.0% 20.7% 48.0%

Medical TPL 1.5% 2.0% 1.7% 1.8% 22% 9.2%

Professional TPL except from medical s, o, o o, o

and agricultural (legal, consulting, etc.) 23.2% 41% 1.0% 1.5% 51% 349%

Ik I;:rf;me's and their movable 0.0% 7.8% 0.0% 0.0% 0.0% 7.8%

Product TPL 0.0% 0.0% 0.0% 0.0% 0.1% 0.1%

Total 39.8% 18.6% 6.2% 7.3% 28.1% 100.0%
Sum insured

Gross written premium in property N 1000 PLN

and personal insurance — TPL as at 0-200 200-500 500-1000 PL2000 - °";‘|’mo Total

31 December 2008 PLN00  PLN000  PLNO00 o o 4 thousand

General TPL in personal life and other 14.6% 5.5% 4.3% 5.1% 20.7% 50.2%

Medical TPL 1.8% 22% 3.0% 42% 312% 14.4%

Professional TPL except from medical o o o o o 27.19

and agricultural (legal, consulting, etc.) 12.7% 28% 4.8% 1.5% 53% 1%

E; :rf;mm and their movable 0.0% 8.2% 0.0% 0.0% 0.0% 8.2%

Product TPL 0.1% 0.0% 0.0% 0.0% 0.0% 0.1%

Total 29.2% 18.7% 12.1% 10.8% 29.2% 100.0%

Exposure to insurance risk in life products

Risk conceniration in this class is related to the concentration of contracts or sums insured. For traditional
individual insurance products, where risk of concentration is related to occurrence probability of the covered
gvent or to potential claims amounts arising on a single event, risk assessment is based on case by case approach
referring both to medical risk and - in justified cases — financial risk evaluation, Such an approach allows
selection of risks {(evaluation of an individual concluding an insurance contract) and defining of the maximum

acceptable risk level.

In group products, concentration risk occurrence is limited by the contract portfolio size, including approx. 6
million employees, which allows significant reduction of the level of distraction resulting from random insurance
course. Additionally, the form of a contract, under which all the insureds have the same sum insured
and coverage, is a material risk-mitigating factor. Therefore, some risks are not concentrated within a portfolio.
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In case of group insurance contracts, allowing adjusting of coverage on the level of each group contract,
a simplified risk assessment is applied based on information about the industry of a given employer, having
assumed relevant participation limits for the insured compared to the total employment. In such cases, premium
and charges are based on statistical analyses carried out by PZU Zycie in relation to frequency of claims
on the level of defined homogenous risk classes, including material frequency of events compared to public
statistics.

Please note that for most contracts offered by PZU Zycie, the claim amount is clearly defined in the contract.
Therefore, compared to typical property and personal insurance contracts, the concentration risk decreases, ie.
occurrence of single events necessitating large claims is relatively low.

Sensitivity analysis

Capitalized annuity amount

Presented below is an analysis of sensitivity of the net profit/loss as well as equity to changes in the assumptions
used while calculating the provision for capitalized value of annuity claims. The analysis does not present
the effect of changes in the measurement of investments on the net financial profit/loss or equity, which are
taken into consideration while determining the value of the provision.

Change in the assumptions for the provision for gross Effect of changes in the assumptions Effect of changes in the assumptions

capitalized annuity amount on the net financial profit/loss on equity
property and personal insurance 31 December
(PLN million) 31 December 2009 31 December 2008 31 December 2009 2008
Technical interest rate —rise by 0.5 p.p. 354 333 354 333
Technical interest rate — drop by 1.0 p.p. (926) (86T (926) (867)
Mortality — 110% of the currently assumed level 108 100 108 100
Mortality — 90% of the currently assumed level {121) (112) (121) (112)
Change in the assumptions for the provision for Effect of changes in the assumptions Effect of changes in the assumptions
capitalized annuity amount net of reinsurance on the net financial profitloss on equity
in property and persenal insurance 31 December
(PLN million) 31 December 2009 3% December 2008 31 December 2009 2008
Technical interest rate — rise by 0.5 p.p. 316 293 316 293
Technical interest rate — drop by 1.0 p.p. (829) (761} (829) (761)
Mortality — 110% of the currently assumed level 98 89 98 89
Mortality — 90% of the currently assumed level (109) 9 (109) (59

Effect of change in the assumptions Effect of change in the assumptions

Change in assumpti'ons‘ fo_r annuity insurance products on the net financial profit/loss on equity
in life insurance 31 December
(PLN million) 31 December 2009 31 December 2008 31 December 2009 2008
Technical interest rate — drap by 1 p.p. (38) (39 (38) (39)
Mortality — 90% of the currently assumed level (14) (14) (14) (14)

Assumptions regarding liabilities arising from insurance and investment confracts with DPF in life insurance
excluding annuity insurance

Effects of change in assumptions regarding provisions for insurance and investment contracts with DPF in life
insurance excluding annuity products are presented in the following table.

Change in assumptions regarding provisions for Effect of changes in the assumptions oo Effect of changes in the

insurance and investment contracts with DPF in life the net financial profitloss assumptions on equity

insurance

excluding annuity products 31 December 2009 31 December 2008 1 December 31 December
o 2009 2008

(PLN million)

Technical interest rate — drop by 1 p.p. © (2 446) 2 791} - (2 446) @791

Mortality — 110% of the currently assumed level (1 045) (1154) (1045) (1154)

110% of incidence proportion (247) (300) (247) (300)

Effects of clients’ withdrawing from life insurance products
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Calculation of technical provisions for life insurance does not include the risk of the insureds’ withdrawal.
Below please find the effects of hypothetical withdrawal of 10% of total insureds with life insurance products in
PZ1J Zycie

Financial statements item

(PLN million) 31 Decembeyr 2009 31 December 2008
Change in technical provisions 1722 1766
Claims paid (533) (489}
Change in deferred acquisition costs @®) 6)]
Gross financial profit/loss 1181 1269
Net financial profit/loss 957 1028
Equity 957 1028

7.4.2, Market risk

Market risk in PZU and PZU Zycie originates from two key sources:
. matching of assets and Habilities (ALM portfolio) and

«  strategic allocation of assets, i.e. determining of an optimum medium-term structure of assets (SAA
portfolios).

Market risk management organization is based on independent management and risk control functions,
implementation and maintaining strict risk controls as well as establishment of separate decision-taking levels
and reporting paths. Funds investment principles approved by the Supervisory Board (PZU) are the basis for all
investment activities. Detailed standards and principles of market risk management are defined in Internal
investment regulations, Market risk management principles for Powszechny Zaklad Ubezpieczeri SA and
Powszechny Zaklad Ubezpieczer na Zycie SA and in Investment objectives and guidelines. Based on the
Investment objectives and guidelines, which are subject to approval by the Management Board of PZU in line
with the ALCO recommendations, PZU AM manages the SAA portfolios of PZU SA and PZU Zycie SA.

Operational management of market risk in PZU and PZU Zycie takes place on the Treasurer’s Office (TO) level.
TO manages portfolios of debt securities (ALM portfolio) in order to match them to maturity and amounts of
liabilities. Additionally, on an ongoing basis, it controls investment risk and determines the prudence limits
regarding assets for PZU AM. In order to ensure independence, functions related to portfolio management and
risk control are assigned to two separate TO divisions. The Financial Risk Managing Team is responsible for risk
control.

The acceptable levels of market risk are defined by the ALCO in the form of general exposure limits
for financial instruments, which have to be complied with by the Treasurer’s Office. Market risk is measured by
the Treasurer’s Office using the Value at Risk method (VaR) or based on a scenario analysis involving an
analysis of impairment resulting from a change in risk factors (only for property price risk). The total market risk
value is determined by aggregated amounts of individual risks based on a pre-defined correlation matrix. Risk
measurement complies with the requirements laid down in the Solvency II Directive. In order to effectively
manage market risk, limits in the form of capital amounts allocated to each market risk, as well as limits for
separate market risk factors (BPV limits for the interest rate risk and exposure to share risk) are determined.

TO prepares daily reports on risk incurred, performance on investments and application of limits, and submits in
to members of management boards in PZU SA and PZU Zycie SA. The report includes also operations of PZU
AM.

Operations of PZU AM regarding management of SAA portfolios in PZU and PZU Zycie SA has been presented
in Investment objectives and guidelines. They determine the SAA portfolio structure and the limit structure,
subject to daily monitoring and reporting to TO. The limits are set on individual risk level (BPV, exposure
related to shares) and determined by ALCO. Risk measurement is based on 2 VaR approach. Like in case of TO,
functions related to portfolio management and risk control are assigned to two separate units in PZU AM. Risk
Control Office in PZU AM is responsible for the risk control function.
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Market risk exposure

The value of financial assets exposed to market risk is presented below.

Balance sheet value as at 31 December 2609 (PLN million)

Property and

persenal insurance

Life insurance

Unit-linked
investment and
jnsurance contracts

Financial assets exposed to interest rate risk 17 495 23 843 1556
- Fixed interest debt securities 16200 19 670 1132
- Floating interest debt securities 571 509 56
- Term deposits with credit institutions 442 3220 368
- Loans 21 - -
- Cash 105 250 -
- Reverse repo transactions 155 191 -
- Derivatives 1 3 -
Financial assets exposed to other price risk 1258 1924 1588
- Shares histed on a regulated market 1056 1292 352
- Participation units and certificates in investment funds 201 623 1236
- Derivatives 1 9 -
Total 18 753 25 767 3144
Property and Unit-kinked

Balance sheet value as at 31 December 2008 (PLN million)

persenal insurance

Life insurance

investment and
insurance contracts

Financial assets exposed to inferest rate risk 23023 25 662 1495
- Fixed interest debt securities 20 563 18 440 1151
- Floating interest debt securities 708 915 61
- Term deposits with credit institutions 1249 5880 237
- Loans - - -
- Cash 233 233 21
- Reverse repo transactions 270 171 25
- Derivatives - 3 -
Financial assets exposed te other price risk 931 1466 1313
- Shares listed on a regulated market 753 902 353
- Participation units and certificates in investment funds 178 544 960
- Derivatives - 20 -
Total 23 954 27 128 2 308
Base amount by maturity
At 31 December 2009 Assets at fair Liabilities at fair
Interest rate derivatives Over3 COverl value as at value as at
Upto3 months  year and Over 5 Total 31 Dzegglgnber 31 December 2009
months andupte upte5 years
1 year years
e sy Tived 88 - . 83773 82164 165937 3872 (3182)
OTC including: - - 83773 82164 165937 3872 (3 182)
- SWAP transactions - - 83 773 82 164 165937 3872 (3182
Interest rate derivatives total - - 83 773 82 164 165937 3872 (3 182)
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Base amount by maturity

At 31 December 2008 Assets at (3l L iabilities at fair
Interest rate derivatives Over 3 Over1 value as at
Upto3  months yearand  Over5 Total 31December 4, B ber 2008
months  and up to up to S years 2008
1 year years
Instruments recognized as HFT
including: - 29 500 233773 300000 563273 3 186 (27 228)
OTC including: - 29500 233773 300000 563273 3186 (27 228)
- FRA transactions - - 10 000 - 10000 - (415)
- SWAP transactions - 29 500 223773 300000 553273 3186 (26 813)
Interest rate derivatives total - 29 500 233773 306 000 563273 3 186 (27 228)
Base amount by maturity
At 31 December 2009 Assefsat fair y o) iivies at falr
value as at
Security price derivatives Over 3 Over1 D b value as at
Upte3  months yearand  Over$ Total 3 2“9;“ e 31 December 2009
months  and up to upto s years 0
1 year years
Instruments listed on a regulated
market including: 76 591 - - - 76591 1322 {351)
- Futures 76 591 - - - 76591 1322 (35D
OTC including: 8301 2 48t 144 888 - 155670 8529 -
- Call options 8301 2 481 144 888 - 155670 8529 -
Security price derivatives total 84 892 2 481 144 838 - 232261 9 851 (351)
Base amount by matuarity
At 31 December 2008 A::;;se :fsf:ti" Liabilitics at fair
Security price derivatives Over 3 Overl 31D b value as at
Upto3 months  yearand  Over5 Total 2";3;‘ €T 31 December 2008
months andupte upto$ yenrs
1 year years
Instruments listed on a regulated } 504
market including: 35338 - - 35338 227 (504)
- Futures 35338 - . - 35338 227 (504)
OTC including: - 191 503 75207 - 266710 19518 -
- Call options - 191 503 75207 - 266710 19518 -
Security price derivatives total 35 338 191 503 75 207 - 302048 19 745 (504)

Risk concentration

Exposure to treasury securities issued by Polish Ministry of Finance — as at the end of 2009, exposure of PZU
Group to treasury securities issued by Polish Ministry of Finance along with contingent fransactions on those
securities amounted to PLN 37,803 million (PLN 42,027 million as at the end of 2008), accounting for 78.4%
of the total financial assets (77.5% as at the end of 2008).

PZU Group’s exposure to WSE-listed stock - as at the end of 2009, the Group's exposure to stock listed at WSE
amounted to PLN 2,693 million (PLN 2,030 million as at the end of 2008), which accounted for 5.6% of the
financial assets value (3.7% in 2008) and 99.3% of exposure in listed equity instruments (99.2% in 2008).

Exposure to assets of PKO BP SA-Exposure to assets of a single bank was the highest for PKO BP SA. Asat 31
December 2009, exposure to bank deposits, bonds and shares of that bank amounted to PLN 2,660 million (PLN
1,652 million as at 3] December 2008).

General exposure to bank deposits, debt securities issued by banks, their shares, IRS transactions and options
amounted to PLN 6,191 million (PLN 9,291 million as at the end of 2008), which accounted for 12.8%
of financial deposits value (17.1% as at the end of 2008).
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Exposure to assets and liabilities denominated in PLN — financial assets denominated in PLN accounted
for 98.1% of total financial assets as at the end of 2009 (98.8% as at the end of 2008).

Unit-linked insurance and investment contract portfolio, amounted to 6.5% of the total financial assets
of the PZU Group as at the end of 2009 (5.2% in 2008).

7.4.2.1 Interest rate risk

Degree of risk exposure

The following table presents effective interest rates regarding non-unit-linked financial assets of PZU Group.

Average effective interest rate weighted by asset
measurement at the adjusted acquisition price as at 31 PLN ush EUR LTL UAH

December 2009
Financisl assets
1. Debt instruments, including:

- held to maturity 6.0% nfa 5.1% 7.9% /a

- available for sale 5.5% nfa 1.8% n/a 25.4%
2. Loans 4.3% 8.7% 0.7% 9.9% 20.6%
Liabilittes

Investment contracts 4.8% na nfa n/a n/a
Liabilities to credit institations 40% n/a n/a n/a n/a

Average effective interest rate weighted by asset

measurement at the adjusted acquisition price as at 31 PLN UsD EUR LTL UAH
December 2008

Financial assets

1. Pebt instruments, inciuding:

- held to maturity 6.2% nfa 5.1% 6.2% n/a

- available for sale 6.0% nfa 6.9% 4.6% 24.5%
2. Loans 5.9% 7.4% 2.7% 7.1% 24.8%
Liabilities

Investment contracts 5.1% nfa nfa n/a n/a

Sensitivity analysis
The following table presents sensitivity tests of the non-unit-linked financial assets portfolio of PZU Group.

31 December 2009 31 December 2008
. . _— Effect on net Effect on net
Change in portfolio value (PLN million) financial Effect on equity financial Effect on equity
profit/oss profit/loss
Market interest rate drop by 100 b.p. 88 238 78 270

Market interest rate increase by 100 b.p. (83) 227 (73} (254}

The above sensitivity tests do not include effects of changes in interest rates for presented insurance
and investment contract liabilities. Analysis of effects of a change in technical rate on measurement of insurance

and investment contracts is presented in item 7.4.1.

A decrease in sensitivity to interest rate risk at the end of 2009 compared to the end of 2008 resulted from a drop
in exposure to fixed interest debt securities and reduced duration of debt securities portfolio.

7.4.2.2 FX risk

Degree of risk exposure

Information regarding exposure to FX risk by class of financial instruments is presented in item 13.

53



Powszechny Zaktad Ubezpieczen Spélke Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

Sensitivity analysis
The following table presents sensitivity tests of the non-unit-linked financial assets portfolio of PZU Group.

31 December 2009 31 December 2008
Change in portfolio value Effect on net Effect on net
(PLN million) financial Effect on equity financial Eifect on equity
profit/loss profit/loss
20% increase in FX to PLN rates 152 152 101 131
20% decrease in FX to PLN rates (152) (152} (1o1) (o1

Financial assets exposed to FX risk include deposit transactions and debt securities that hedge outlays
for technical provisions denominated in foreign cwrrencies, exposure to equity instruments listed at other
exchanges than WSE, as well as financial assets of Lithuanian and Ukrainian companies included
in consolidation. Increased sensitivity to FX risk as at the end of 2009 compared to 2008 resulted mainly from an
increase in deposit exposure (deposit transactions and debt securities) used as hedging of technical provisions
denominated in foreign currencies.

Other price risk

Degree of risk exposure
The value of AVS instruments and MEVTPL portfolio is presented in items 13.2 and 13.3, respectively.

Sensitivity analysis

The following table presents sensitivity tests of the non-unit-linked financial assets portfolio of PZU Group.
Disclosed figures regard effect of change in prices of equity instruments.

31 December 2009 31 December 2008
Change in portfolio value Effect on net Effect on net
(PLN miliion) financial Effect on equity financial Effect on equity
profit/loss profit/loss
Increase in measurement of listed equity 171 278
instruments by 20% 231 182
Decrease in measurement of listed equity (239) (379) (182) 279)

instruments by 20%

Material changes compared to previous years
An increase in sensitivity of financial assets portfolio to changes in measurement of listed equity instruments as

at the end of 2009 compared to 2008 results from an increased exposure to equity instruments exposed to other
price risk.

7.4.3. Credit risk

Exposure to credit risk in PZU and PZU Zycie arises directly from investment, financial insurance

and guarantee, reinsurance and bancassurance related activities. Three types of credit risk exposure occur in PZU

and PZU Zycie:

. risk of bankruptcy of an issuer of instruments (e.g. corporate bonds) in which PZU and PZU Zycie invest,
or which they trade;

. tisk of a contractor’s failure to meet its obligations, e.g. reinsurance or OTC derivatives, as well as
bancassurance activities and

. risk of a client’s failure to meet its obligations to a third party, e.g. insurance of financial receivables,
insurance guarantees.
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Investment activity

Principles of managing credit risk resulting from investment activity bave been defined in Regulations
of investment activity and Principles of measuring and monitoring of credit and concentration risk in banks,
as well as in Methodology of granting investment limits to debt instruments issued by enterprises and local self-
government entities.

Credit and concentration risk limits are set by ALCO.

Limits for banks are determined based on the exposure. For limits granted to banks, prior to acceptance, each
motion is revised by the TO Financial Risk Managing Team, which is also responsible for updating the internal
rating of each bank, When determining the limits, the total exposure of PZU and PZU Zycie is taken into
account, but the limits are set for each Company individually. The limits for PZU and PZU Zycie SA have the
form of limits of exposure towards banks (the entire portfolio) and to a single bank and/or capital group (both
credit and concentration limits). Factors considered in limit-setting inclede macroeconomic position, current
portfolio profitability, credit margin level and capital surplus in PZU or PZU Zycie. TO Financial Risk
Managing Team monitors the limits both with reference to credit and concentration risk on a daily basis, except
from those for Bancassurance Office, which are monitored in a weekly cycle. All breaches are reported to a
respective unit and the Management Board of the Company. The unit is obliged to prepare and present the
exposure reduction plan during next ALCO meeting.

Credit limits for enterprises and local self-government entities are based on internal ratings and directly derived
from the rating assigned to an entity. The limits are set on the level of an entity (issuer) or program
and expressed as the percentage share in the nominal value of the given program, but not higher than the pre-set
absolute limit (expressed as a figure). TO monitors the limit application.

Credit risk assessment of an entity is based on internal credit ratings (rating approach differs depending
on an entity type) derived from quality and quantity analysis. Ratings provide a basis for limit-setting,
The ratings are updated at least once for six months (once a year for self-government entities) for credit quality
monitoring purposes.

No exposure limits have been set for State Treasury securities since they have been considered the safest
financial instruments available for PZU Group.

Degree of visk exposure in investment activity

The following table presents credit risk exposure of assets charged with credit risk in individual Fitch classes (in
absence of these, Standard&Poors or Moody's standards have been applied). The exposure to credit risk relating
to repo transactions has been presented as an exposure towards the issuer.

The maximum credit risk exposure of other assets risk is presented below. The listing does not include assets
used to cover liabilities resulting from unit-linked insurance and investment contracts.

T e an M A mB B Norum T
Debt securities 861 70 36217 321 5 11 37485
Eea:slz S;};:zll:ii flxég repo transactions involving i} 60 1759 2345 59 52 4275
Loans - - - - - 21 21
Derivatives - 1 11 - - - 12
Reinsurers’ share in net claims provisions 12 329 280 17 - 35 673
Receivables from reinsurance ' 1 8 10 i - 6 26
Total assets exposed to credit risk 874 468 38277 2684 64 125 42 492
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Assets exposed to credit risk as at 31

December 2008 (PLN million) AAA AA A BEB BB Norating  Total
Debt securities 432 - 40275 203 14 17 40 9431
Bank deposits and repo transactions involvin

treuury’;ccuritics P & - 225 4 636 3026 76 ] 8033
Loans - - - - - - -
Derivatives - 17 6 - - - 23
Reinsurers’ share in net claims provisions 16 619 144 17 - 24 820
Receivables from reinsurance 1 13 9 - - -7 30
Total assets exposed to credit risk 449 874 45070 3246 20 118 49 847

The following table presents credit risk ratios used to calculate credit risk amount.

Standard&Poor’s rating AAA AA A BEB BB No rating
Ratio (%) for 2009 0,7 0,7 1,7 4,4 14,6 30,4
Ratio (%) for 2008 0,7 0,7 1,7 4,4 14,6 30,4

The credit risk in investment activity as at 31 December 2009 amounted to PLN 826 million (PLN 967 million
as at 31 December 2008).

Financial insurance and guarantees

Credit risk related to the activities in the financial insurance and guarantee sector (mainly performance bonds
and customs guarantees in accordance with the Civil Code) results from the risk that a PZU client defaults under
an agreement with a third party.

The risk monitoring function, independent from the sales function, operates at three levels. The first one applies
to underwriting (the assessment of risk relating to financial insurance). The second is the portfolio level,
for which the Financial Insurance Unit is responsible. The Financial Insurance Unit conducts an analysis
of changes in the exposure value and claims related to the portfolio in terms of their value and volumes
as well as analyses of concentration and exposure to one entity and capital group. The Financial Insurance
and Guarantee Risk Committee is the third level.

As regards risks assumed by the Company, the risk appetite is determined by the Financial Insurance
and Guarantee Risk Committee, which approves the threshold exposure to credit risk by exposure type, portfolio,
product lines, field offices of PZU as well as individual risks and capital group.

The Financial Insurance Unit is responsible for monitoring credit risk on an ongoing basis. Risk is managed
at the level of the portfolio, product and at the individual level.
At the portfolio level, threshold exposures are defined and monitored. Obligatory reinsurance contracts which

protect the financial insurance portfolio constitute an additional risk mitigant. The assignment level, contract
capacity and scope of protection are important elements taken into consideration in the risk management process.

The value of the insurance guarantee exposure, insurance of monetary receivables and bank loan insurance
as well as the provisions of the reinsurance contract serve as the basis for estimating the maximum volume
of claims retained by PZU SA. Additionally, the aforementioned assessment is conducted based on a simulation
model used for estimating Value at Risk (VaR) and Tail Value at Risk (TVaR) for guarantees and insurance of
monetary receivables.

At the product level, the Financial Insurance Unit manages risk through:
. development and modification of procedures and tools used for risk assessment and monitoring;
. introduction of new products as well as modification or withdrawal of products offered;

+ definition of the minimum rates for product lines, ensuring that the margin camed is commensurate
with the risk assumed;

«  definition of the minimum requirements with respect to legal safeguards.

At the individual level, in the course of examining applications in the customer assessment process scoring
sheets (with cut-off points defined) are used and safeguards commensurate with the risk assumed are determined,
which involves a comprehensive assessment of the entity’s risk taking into account quantitative and qualitative
factors as well as the transaction risk.
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Risk monitoring on a cyclical basis is an important element of the risk control process and it focuses on:

. the portfolio’s exposure by insurance guarantees, insurance of monetary receivables as well
as bancassurance;

. the risk exposure of a given Branch of PZU with the objective to conduct an assessment of territorial
{branch) concentration;

. the exposure to an entity (single customer) and a capital group, together with the legal safeguards;

. profitability of the activities carried out by the Company at the level of the technical account, product lines
and single confracts,

Degree of risk exposure

As at 31 December 2009, the maximum credit risk exposure relating to insurance guarantees and measured
by the amount of sums insured was PLN 2,214 million (PLN 2,353 million as at 31 December 2008},

Reinsurance (from the credit risk perspective of the reinsurer)

With the objective to reduce the liabilities arising from the core business of PZU and PZU Zycie, the Companies
enter into proportional and non-proportional reinsurance contracts. The aforementioned activities are exposed to
credit risk arising from reinsurers’ default on their obligations.

The assessment of reinsurers’ creditworthiness is conducted on the basis of market data, information obtained
from external sources e.g. S&P as well as using an internal model. The model divides reinsurers into several
classes, depending on the level of risk assessed. Only those entities whose risk is lower than the defined cut-off
point are accepted.

The acceptance process is not automatic and analyses are supplemented with assessments conducted

by reinsurance brokers. In the credit risk monitoring process, an entity’s model-based assessment is updated
on a quarterly basis. Additionally, stress tests are carried out on the basis of an internal model.

The table below presents a list of major reinsurers cooperating with the PZU Group companies, including
the reinsurers’ share in net technical provisions and the rating assigned by Standard&Poor’s.

Reinsurers’ share  Rating assigned  Reinsurers’ share  Rating assigned

in (net) technical by in (nef) technical by
Reinsurer provisions asat  Standard&Poor’s  provisions 2s at Standard&Poor's
31 December as at31 31 December as at 31
2009 December 2009 2008 December 2008

AXA France JARD - AAI Reasurance 241311 AA 311431 AA
SWISS Reinsurance Company 141 053 At 144 724 AA-
Partner Reinsurance Burope Limited, Zurich Branch 32483 AA- 32276 AA-
Munich Reinsurance Company 24 352 AA- 29672 AA-
Scor Global P&C Se 22233 A 25219 A-
Scor (Global P&C (Ex Sorema) 18 145 A 18 328 A-
Everest Reinsurance Company 17789 A+ 18 008 AA-
Scor Riickversicherung (Deutschland) AG 16 530 A 16 648 A-
Polskie Towarzystwo Reasekuracji SA 15 850 BEB 19463 BBB-
Hannover Retckversicherung AG 16 436 AA- 9298 AA-
Genworth 12 570 A- 17502 A
Compagni¢ Generale Reassurance Monte-Carlo 10 025 no rating 55179 A-
Other 179 536 187 104

Total 748 313 884 852
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7.4.4. Liquidity risk

Liquidity risk involves inability to settle liabilities to customers or counterparties at their maturity date.
Financial liquidity risk of PZU and PZU Zycie may result from three types of events:

. shortages of liquid funds in ongoing operations;

. illiquidity of financial instruments held by the Companies;

. a structural gap between the maturity of assets and Habilities.

In the liquidity risk management process, PZU and PZU Zycie control liquidity in the short, medium and long
term.

As regards short-term liquidity risk management, the balance of funds in the liquidity and currency portfolios
of PZU and PZU Zycie is at least equal to the limit defined. Moreover, both companies have access to open lines
of credit at banks. As regards medium-term liquidity management, PZU and PZU Zycie hold highly liquid
investment portfolios. Additionally, a centralized liquidity management process has been implemented with
respect to individual portfolios under management of PZU AM. Long-term financial liquidity risk to which PZU
and PZU Zycie are exposed is mitigated through a system of liquidity gap limits (both in PLN and foreign
currencies).

The level of liquidity risk at PZU and PZU Zycie is measured by estimating the shortages of cash required for
liability payments. The above estimates are made on the basis of a set of analyses, including among others, a
liquidity gap analysis (a mismatch of net cash flows), an analysis of the distribution of expenditures relating to
operating activities and incurred over short periods, a currency gap analysis as well as an analysis of the demand
for cash within one month expressed by other organizational units.

PZU and PZU Zycic apply asset liability management (ALM) measures aimed at matching the structure
of financial investments which cover technical provisions to the nature of such provisions and at minimizing
the related risks. Another objective of the ALM process is to ensure the capability to pay claims within
the shortest possible time also in unfavorable economic conditions. The aforementioned objectives are achieved
by separating a portfolio of the most secure assets, whose risk profile corresponds to the technical provisions
(the ALM portfolio). The principles governing the AML process are defined by the ALCO and laid down
in the “Market Risk Management Policy of Powszechny Zaktad Ubezpieczeri SA and Powszechny Zakiad
Ubezpieczefi na Zycie SA” and in the “ALM Policy of PZU SA” and “ALM Policy of PZU Zycie SA”. The
ALCO assumes responsibility for selection of financial instruments classified to the ALM portfolio against such
criteria as asset security, maturity match, investment type, diversification and the nature of cash flows relating to
technical provisions. Additionally, investments covering technical provisions are made separately in each
currency corresponding to the currency of the provisions and the portfolio value is increased compared to the
value of the provisions to account for any losses of the portfolio’s market value. The ALM policy is reviewed by
the ALCO at least on an annual basis.

Ensuring operational liguidity

In order to mitigate liquidity risk, the Companics apply a minimum limit of exposure to deposits and repo
transactions involving debt securities maturing within 1 month as well as securities issued by the State Treasury.
As at 31 December 2009 the aforementioned limit was PLN 170 million for PZU and PLN 131 million for PZU
Zycie (PLN 182 million for PZU and PLN 150 million for PZU Zycie as at 31 December 2008).

Operational liquidity of PZU and PZU Zycic is additionally secured by the minimum liquidity gap limit
for the index interest rate risk portfolio. The above limit denotes the minimum value of portfolio cash flows
within 1 year. Additionally, cash is invested in highly liquid assets (in Poland: Treasury bonds and bills).
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Degree of risk exposure

Property and personal insurance

The table below presents the match between cash flows related to technical provisions in property and personal
insurance and the assets used as their coverage.

Projected cash flows (in PLN millien)

aver 3 over over
Item upteld months 6 months 1 year over § years
months and up te and up to and up to
6 months 1 year 5 years
A. Projected net outflows resulting from insurance
?Ic;ntracts concluded by the end of reporting year (1+ (1184) (922) (1430) (3 095) (7 826)
L Outflows (1192) (928) (1 436) @11 (7 877)
IL. Inflows 8 6 6 16 51
B. Inflows from assets covering technical provisions 1993 518 1526 8715 3 680
Ofi.c;‘grttxi;cgu;f:rws whose value i3 known as at the end 1853 178 1234 8312 3117
- Freasury bonds 899 237 1149 7 855 2912
- Treasury bills - - - - -
- Other debt securities - 19 2 264 113
- Term deposits with credit institutions 381 19 22 43 -
- Receivables 569 25 11 2 -
- Other, including: 4 78 50 143 92
- reinsurer’s share in technical provisions 4 2 4 4 -
11 Future inflows whose value depends directly
on market interest rates or other ratios and is unknown 140 140 292 403 537
as at the end of reporting year
- Treasury bonds - - 9 36 387
- Other debt securitics - - 2 16 14
- Shares listed on a regulated market 140 140 281 351 136
- Other - - - - -
1. Inflows from other assets - - - - 26
C. Balance of projected cash flows (A + B) 809 (404) 96 5620 (4 146)
D. Balance of accumulated cash flows 809 405 501 6121 1975

The projected net cash flows resulting from property and personal insurance contracts concluded by the end
of the reporting period have been determined using statistical and actuarial mathematical methods, taking
into account historical data. Inflows have been calculated on the basis of the gross premium. Outflows include
all projected costs to be incurred by the insurance company in connection with insurance contracts concluded.
Future cash flows resulting from assets used as a coverage of technical provisions in property and personal
insurance have been presented as the nominal value of the projected future cash flows corresponding
to the periods in which such cash flows are expected. As regards debt securities, loans and term deposits, all cash
flows which are expected to occur by the date of redemption of such securitics, withdrawal of investments
or repayment of loans have been taken into consideration. Shares and units have been presented in the periods of
their expected disposal or redemption.

The balance of accumulated cash flows in property insurance decreased from PLN 14,696 million as at the end
of 2008 to PLN 1,975 million as at the end of 2009, which resulted from a reduction of the projected inflows
from assets covering technical provisions by PLN 11,445 million and an increase in the projected net cash flows
resulting from insurance contracts by PLN 1,276 million. A drop in inflows from assets was mainly caused by a
reduction of the value of the investment portfolio due to advance dividend paid for 2009 to the shareholders of
PZU.

The duration gap is the measure of a mismatch between the maturity dates of assets (investments) and liabilities
(technical provisions). The duration of investments in property and personal insurance was 2.8 (2.9 in 2008),
whereas the duration of technical provisions was 4.1 (5.0 in 2008).
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Life insurance

The table below presents the match between cash flows from technical provisions and liabilities under
investment contracts as well as the assets used as their coverage at PZU Zycie. The table does not present cash
flows relating to unit-linked insurance products and investment contracts.

Projected cash flows (in PLN million)

over 6 over over over
Item up to 6 months 1 year S years 10 years over
months and up andup andupto andupto 20 years

tolyear 4, 8vears 10 years 20 years

A. Projected net ontflows resulting from insurance

and investment contracts concluded by the end of (2 960) (197) (752) (1316) (3 346) {7 961)
reporting year (I1+ 1I)
L Outflows (3 905) (1120} (7307) (7 855) (12 399) (15 951)
II. Inflows 945 923 6555 6539 9053 7990
B. Inflows from assets covering technical provisions 4002 3255 11430 5039 3171 560
ofi_q}:zrut;i;cg:;é]:rws whose value is known as at the end 3 608 3248 11 407 5027 3171 560
- Treasury bonds 1022 2854 11 056 4947 31 560
- Treasury hills - 330 - - - -
- Other debt securities 8 1 313 80 - -
- Term deposits with credit institutions 2524 63 a8 - - -
- Receivables 54 - - - - -
I1. Future inflows whose value depends directly
on market interest rates or other ratios and is unknown 394 7 23 12 - -
as at the end of reporting year
- Treasury bonds - 5 10 - - -
- Other debt securities - 2 13 12 - -
- Investment fund units 394 - - - - -
1. Inflows from other assets - - - - - -
C. Balance of projected cash flows (A + B) 1042 3058 10678 3723 (175) (7401
D. Balance of accumulated cash flows 1042 4100 14 778 18 501 18 326 10 925

The forecast of future claims and future net premiums in life insurance has been prepared based on assumptions
regarding mortality, accident and birth rates, the insured’s resignation, projected claims and projected inflows
from net premiums. Future cash flows resulting from assets used as a coverage of technical provisions in life
insurance have been presented as the nominal value of the projected future cash flows corresponding to the
periods in which such cash flows are expected. As regards debt securities, loans and term deposits, all cash flows
which are expected to occur by the date of redemption of such securities, withdrawal of investments
or repayment of loans have been taken into consideration. Shares and units have been presented in the periods of
their expected disposal or redemption.

A mismatch in the last periods results from limited availability of assets with such a long life in the Polish
market, which generates reinvestment risk managed using the ALM models approved by PZU Zycie.

The balance of accumulated cash flows at PZU Zycie decreased from PLN 11,133 million as at the end of 2008
to PLN 10,925 million as at the end of 2009, which resulted from a reduction of the projected inflows from
assets covering technical provisions by PLN 3,845 million and a decrease in the projected net cash flows
resulting from insurance contracts and investment contracts by PLN 3,637 million. The reduction of inflows
from assets and the projected net cash flows resulting from insurance contracts was mainly caused by a drop in
sales of bancassurance products being short-term investment contracts with guaranteed and fixed terms and
conditions. Additionally, the reduction of inflows from assets was caused by excluding a portion of the portfolio
of Treasury bonds from the assets covering technical provisions. '

The duration gap is the measure of a mismatch between the maturity dates of assets (investments) and liabilities
(technical provisions). The duration of investments in life insurance was 4.0 (4.1 in 2008), whereas the duraticn
of technical provisions was 18.4 (18.5 in 2008).

8. Equity management
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Equity management involves, among others, monitoring of the insurers’ key solvency parameters, such
as the level of own funds and the degree to which such funds are sufficient to cover the required solvency margin
and the guarantee fund. The International Financial Reporting Standards do not lay down principles applicable
to calculation of the required sclvency margin or own funds covering the above margin.

8.1 External capifal requirements

Pursuant to the Act on insurance activity, insurance companies having their registered offices within the territory
of the Republic of Poland are obliged to have own funds in the amount not lower than the required solvency
margin and the guarantee fund.

In order to determine the value of own funds of PZU, the Company’s assets are reduced by the value
of intangible assets, deferred tax asset, assets allocated to settle all expected liabilities as well as shares held
by the Company and other assets used to finance the equity of insurance companies operating within the same
insurance capital group. The value determined in the above manner is adjusted in proportion to the shares held
by PZU by the total surplus or shortage of own funds of the controlled insurance companies over their solvency
margins.

The principles for calculation of the required solvency margin and the minimum value of the guarantee fund
have been laid down in the Ordinance of 28 November 2003 on the manner of calculation of the solvency margin
and the minimum amount of the guarantee fund for insurance sections and classes (Dz. U. No. 211 of 2003, item
2060, the “Solvency Margin Ordinance™). The required solvency margin for property and personal insurance
is determined based on the premium or the average annual value of insurance claims. The higher
of the aforementioned figures is regarded as the required solvency margin for insurance companies. For life
insurance the required solvency margin is calculated on the basis of the capital at risk, the value of technical
provisions in life insurance as well as the provision for unearned premiums, whereas in the case of accident
and sickness contracts — on the basis of the premium value.

The guarantee fund is equal to one third of the required solvency margin or the minimum amount
of the guarantee fund specified in the Solvency Margin Ordinance, whichever higher.

The financial data relied upon in calculation of the value of own funds and the required solvency margin have
been determined based on Polish Accounting Standards.

Presented below is the calculation of own funds covering the required solvency margin of PZU.

Calculation of own funds to cover the required soivency margin 3 D;:):;;nher 31 D;a:;;nber
PZU equity 10 411 542 19 151 579
Intangible assets (49 560) (31 855)
Value of shares in insurance companies operating within the insurance capital group of PZU (7 463 664) (6 081 563)
Deferred tax asset (213 126) (320 289)
Effect of other izsurance companies operating within the insurance capitat group of PZU 5 576 452 3961 040
on the value of PZU’s own funds:

PZAJ Zycie {100.00%) 5584 807 3 859 926
Own funds 7223775 5594 240
Required solvency margin 1 638 968 1734314
Surplus of own funds to cover the required solvency margin 5584 807 3859926

UAB DK PZU Lietuva (99.76%) 6792 10 533
Own funds 39638 41297
Required solvency margin 32830 30739
Surplus of own funds to cover the required solvency margin 6 808 10558

QJSC IC PZU Ukraine (1060.00%) {11 654) 13 767
Own funds 1697 25279
Required solvency margin 13351 11512
Surplus of own funds to cover the required solvency margin (11 654) 13 767

Other insurance companies (3 493) 16814

Own funds of PZU 8 261 644 16 618 912

Required solvency margin of PZU 1338798 1338 798

Guarantee fund of PZU 446 266 446 266

Surplus of own funds to cover the required sclvency margin 6922 846 15280 114

Surplus of own funds to cover the guarantee fund 7 815 378 16 172 646
8.2 Assessment of the PZU Group companies by credit rating agencies
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PZU and PZU Zycie are subject to assessment by credit rating agencies on a regular basis. The rating assigned
to PZU and PZU Zycie results from an analysis of its financial information, competitive position, management
and corporate strategy. It also includes a rating outlook, i.e. an assessment of the future position of the Company
in the event specific circumstances oceur.

The table below presents the ratings assigned to the PZU Group companies by Standard&Poor’s, together
with the previous year’s ratings. The ratings were valid as at the end of the respective reporting periods.

The ratings assigned in 2009 are valid as at the date of signing these consolidated financial statements.

Rating . Rating
Company nante and outlook Assignment date and outlook Assignment date
PZU
Financial strength rating A Jstable/ 16 July 2009 A- Istable/ 10 July 2008
Credit rating A fstable/ 16 July 2009 A- /stable/ 10 July 2008
PZU Zycie
Financial strength rating A fstable/ 16 July 2009 A- fstable/ 10 July 2008
Credit rating A fstable/ 16 July 2009 A- Istable/ 10 July 2008
9. Intangible assets _ _
As at 31 December 2009 and 31 December 2008 all intangible assets were manufactured externally.

N . . I . . 1 January - 31 1 January —31
Amortization of intangible assets by position in the consofidated income statement December 2009 December 2008
Claims and change in technical provisions — property and personal insurance 268 3062
Claims and change in technical provisions — life insurance 266 1105
Claims and change in measurement of investment contracts 283 307
Acquisition costs 344 2323
Administrative expenses 41414 36773
Other operating expenses 276 2377
Costs of investing activities 1 -
Total amortization 42 852 45947
Changes in intangible assets in the year ended 31 December 2009

Acquired
concessions, Intangible Other Total
patents, licenses assets under intangible intangible
and similar items, construction assets assets
including:
computer
software

iross value of intangible assets — opening 330 191 219 734 173 347 514 504 052
Increases (due to): 32536 27914 46 521 - 79 057
- purchase 16 285 13702 46 521 - 62 806

- reclassification from intangible assets
under construction 15 603 14212 - 15 603
- other 648 - - - 648
Decreases (due to): (5 054) (4 067) (30 490y - (35 544)
- liquidation (3 440) (2 945) - - (3 440)

- reclassification from intangible assets _
under construction ) ) (15603) (15 603)
- other (1614) (1122) (14 887) - (16 501)
Exchange differences (444) 430) 165 (8) (287)
f;‘;s;c‘:"“e of intangible assets - closing 357229 243 151 189 543 506 547278
Accumuylated amortization — opening balance (242 664) (188 103) - @n (242 691)
Changes (due to): (39232) (24 273) - 3] (39 233)
- amortization for the period (42 851) (27567 - n (42 852)
- liquidation 3289 2941 - - 3289
- exchange differences 191 191 - - 191
- other 139 162 - - 139
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Accumulated amortization - closing

balance (281 896} (212 376) - (28) (281 924)
Impairment losses — opening balance (34 950) (785} (156 838) - (191 788)
Changes recognized in the financiat
profit/loss, including in: ” B 4907 " 4907
- other operating expenses - - {1874 - (1874)
- other operating revenue - - 6781 - 6781
Other changes - - 6 596 - 6 596
Impairment losses — closing balance (34 950) (785) (145 335) - (180 285)
Net value of intangible assets ~ closing 40 383 29 990 44208 478 85 069

balance

“Impairment losses”, include among others losses with respect fo:

+  the total balance of expenditures incurred for the GraphTalk project in the amount of PLN 116,309
thousand (PLN 129,383 thousand as at 31 December 2008); the reduction in the value of the impairment
loss recognized results from a decrease in the value of capitalized expenditures in the amount
of PLN 13,074 thousand caused, among others, by expensing their portion in 2009;

+  the unit-linked insurance management module and the base license Graph Talk in the amount of PLN
34,165 thousand (PLN 34,165 thousand as at 31 December 2008);

. the project entitled “Implementation of a corporate customer insurance management system {CORPOY”
in the amount of PLN 15,852 thousand (PLN 13,978 thousand as at 31 December 2008);

«  the “Central Customer Database” project in the amount of PLN 6,255 thousand (PLN 6,255 thousand
as at 31 December 2008).

Changes in intangible assets in the year ended 31 December 2008

Acquired
concessions, Intangible Other Total
patents, licenses assets under intangible intangible
and similar items, constrzction assets assets
including:
computer
software
Gross value of intangible assets — opening 287 731 187 597 163 969 449 452 149
balance
Increases (due to): 44 931 32657 33371 - 78 302
- purchase 21962 11 281 33371 - 55333
- reclassiﬁcatign from intangible assets 22 069 21376 } } 22 969
under construction
Decreases (dus to): (2914) (853) (23 264) - (26 178)
- sale 657 - 57 - - (57
- liquidaticn (10) (1 - - (10)
- reclassification from intangible assets
under construction & B ) (22969) B (22 969)
- other (2 847y (886) (295) - (3 142)
Exchange differences 443 433 (729) 65 (221)
Giross value of intangible asscts = closing 330 191 219 734 173 347 514 504 052
Accumnulated amortization — opening balance (196 799) (162 864) - (26) {196 825)
Changes (due to): (45 865) (25239) - (1) (45 866)
- amortization for the period (45 945) (25 162) - @ (45 947)
- sale 41 41 - - 41
- liquidation 10 10 - - 10
- exchange differences 37 379 - 1 (376)
- other 406 251 - - 406
" Aceumulated amortization — closing ) '
balance (242 664) (188 103) - 27 (242 691)
Impairment losses — opening balance (785) (785) {131 559) - {132 344)
Changes charged to other operating expenses (34 163) - (25 279) - (59 444)
Impairment losses — closing balance (34 950) (785) (156 838) - (191 788)
Net value of intangible assets — closing 52577 30 846 16 509 487 69 573
balance
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10. Goodwill
: 31 December 31 December
Goodwill 2009 2008
Goodwill - subsidiaries 19 631 20216
- PZU CO 5415 5415
- PZU Zycie 60 60
- PZU Lietuva 3015 3062
- PZU Ukraine 11 141 11679
Total goodwill 19 631 20 216
. . 1 January - 31 1 January - 31
Changes in goodwill December 2009 December 2008
Gross value of goodwill — opening balance 20216 23178
Changes due to exchange differences (585) (2962)
Gross value of goodwill — closing balance 19 631 20216
Net value of goodwill - clesing balarce 19 631 20 216

Potential impairment of goodwill

Goodwill is tested for impairment based on the assessment of the recoverable amount of individual companies.
Based on the impairment test it was concluded that the recoverable amounts of the aforementioned goodwill are

not lower than its book values, hence impairment was not identified.

The recoverable amount was determined on the basis of the value in use estimated using the most recent
financial plans and the following assumptions:

. discount rate — 4.5% for PZU CO, 7.7% for PZU Lietuva and 19.2% for PZU Ukraine;

«  period for which financial forecasts were prepared by the Company’s management — 1 year for PZU CO
and PZU Lietuva and 5 years for PZU Ukraine;

«  the cash flows after the last period covered by the Company’s financial plan were adopted at a level equal

to the cash flows in the last period covered by the above plan;

«  PLN/LTL and PLN/UAH exchange rates were adopted at the level of the average exchange rate published

by the National Bank of Poland as at the end of the reporting period.

The maximum discount rates which do not result in a surplus of the carrying amount of investments over their
recoverable amount are 5.2% for PZU CO, 24% for PZU Lietuva and 30.2% for PZU Ukraine.

64



Powszechny Zaklad Ubezpieczen Spolka Akcyjna Capital Group

Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

11. Property, plant and equipment
Changes in property, plant and equipment in the year ended 31 December 2009
a b ¢ d e f
Technical Property, Other Total
equipment Vehiel pla.nt andt Real property, property,
and ehicles eq:;lpdn;:n eal property plant and ptant and
machines construction equipment  equipment
Gross value of property, plant and equipment
— opening balance 624 944 93 350 42 766 1161928 184 786 2107774
Increases (due to): 105 447 25399 81619 25349 5848 243 662
- purchase 14 193 6720 67 211 1629 3079 92 832
- modernization and improvements - - 14 408 5544 - 19 952
- reclassification from property, plant
and equipment under construction 315315 18679 - 18176 6285 78 455
- other 55939 - - - (3516) 52423
Decreases (due to): (55917 (7 970) (84 841) (8 550) (59 614) (216 892)
- sale (4 071) (7778) - {445) (45) (12 339)
- liquidation (49 690) (189) h (2 221) {6 883) (59 062)
- reclassification to investment property - - (5 443) (5 884) - (11327)
- reclassification from property, plant _ .
and equipment under construction B - (78 455) (78 455)
- other (2 156) @) (8686) - (52 684) (55 709)
Exchange differences (396) an - (262) 19 {720)
Gross value of property, plant and 674 078 110 698 39544 1178 465 131039 2133824
equipment — ¢closing balance
Accumulated depreciation - opening balance (527 036) (47 505) - (216 159) (163 502) (954 202)
Changes {due to): (61 782) (10 604) - (42323) 53088 (61 621)
- depreciation for the period (63 242) (17 283) - (43 914) (8 463} (132 902)
- sale 4 058 6589 - 69 45 10 761
- liquidation 49 535 86 - 948 6743 57312
- reclassification to investment property - - - 223 - 223
- exchange differences 27 38 - 30 4 343
- other (52 404) (34) - 321 54 759 2 642
‘l;‘:l“a‘:.‘?:'““"d depreciation - closing (583818)  (58109) . (258487)  (110414) (1015823)
Impairment losses — opening balance (1 746) - (8 743) (57 522) - (63 011}
Changes recognized in the financial . .
profit/loss, including in: ) 118 6297 6 179)
- other operating expenses - - - (12 264) - (12 264)
- other operating revenue - - 118 5967 - 6085
Impairment fosses — closing balance (1 746) - (8 625) (63 819) - (74 190)
Net value of property, plant and 83 514 52 589 30919 856 164 20625 1043811

equipment — closing balance
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Changes in property, plant and equipment in the year ended 31 December 2008

a b [ d c {
Technical Property, Other Total
equipment plant and roperty property
quip Vehicles equipment  Real property propertys !
and under plapt and plalnt and
machines construction equipment  equipment
Gross value of property, plant and equipment
— opening balance 713524 95 691 43 580 1142 620 179 704 2175119
Increases (due to): 30177 8277 48 713 29 893 24014 141 074
- purchase 14 467 945 34 499 2218 3151 55280
- modemization and improvements - - 13502 123 - 13 625
- reclassification from investment } } - 3288 _ 1288
property
- reclassification from property, plant _
and equipment under construction 14594 7254 6627 20302 a7
- other 1116 78 712 17 637 561 20104
Decreases (due to): (119 352) (10118) (49 527} (10 881) (17 828) (207 706)
- sale 207) (9 589) - (155) (356) (10307)
- liquidation (115 759) (529) - (2918) (16 998) (136 204)
- reclassification to investment property - - - (7 380) - (7 386)
- reclassification from property, plant } ) }
and equipment under construction ) (8 777) (48777)
- other (3 386) - (750) (422) (474) {5032)
Exchange differences 595 (500) - 296 (1104) (713}
Grass value of property, plant and 624 944 93 350 42766 1161928 184786 2107774
equipment — closing balance
Accumulated depreciation — opening balance (579 692) (39272) - (169 524) (157 736} (946 224)
Changes {due to): 52 656 (8233) - (46 635) (5 766) (7978)
- depreciation for the period (05 847) (17 748) - (45 946) (23 696) (153237)
- sale 186 8881 - 74 227 9368
- liquidation 115495 445 - 1417 16 842 134 199
- reclassification to investment property - - - 572 - 572
- exchange differences {376) 189 - 36 488 337
- other 3198 - - (2 788) 37 783
g:lzl:llll:lated depreciation - closing (527 036) (47 505) - (216 159) (163 502) (954 202)
Impairment losses — opening balance (1 746) - (8 743) - - (10489
Changes rcgogniz;d ip the financial . . - (57 522) - (57 522)
profit/loss, including in;
- other operating expenses - - - (57 522) - (57 522)
Impairment losses — closing balance (1746) - (8 743) (57 522) - (68 011)
Net value of property, plant and 96 162 45845 34023 888 247 21284 1085561

equipment — closing balance
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12, Investment property
Investment property (by type) 3 Dzegg;lber 31 D;;E;"ber
Own land 171748 134 524
Land perpetual usufruct right 31611 20779
Buildings and structures 142 996 127 178
Cooperative ownership of premises 197 197
Total investment property (by type) 346 552 282 678
- 1 January — 31 1 January - 31
Changes in investment property December 2009 December 2008
Net book value — opening balance 282 678 294 564
Increases (due to) 14 223 7 562
- purchase - 748
- capitalized modemization and improvements 2753 -
- reclassification from real property used for internal purposes 5661 6814
- reclassification from construction investments 5443 -
- other 366 -
Decreases (due to) (372) (3 578)
- sale and liquidation (372) (290)
- reclassification to real property used for internal purposes - (3 288)
Net gain (loss) on remeasurement at fair value 50023 {15 870)
- recognized in the financial profit/loss 30512 (15 870)
- recognized directly in equity 19 511 -
346 552 282 678

Net book value - closing balance

The fair value of investment property results from valuations by independent appraisers having the relevant
licenses as required by the law, using the comparable or the income method based on the current market ratios,
conducted in 2008 and 2010 (for 44% of the value of investment property a valuation was conducted in January

2010).

13. Financial assets

In 2009 and in 2008, financial instruments were not reclassified from groups carried at fair value to those carried

at cost or amortized cost.

131 Financial instruments held to maturity
Financial instruments held to Carrying 31 December 2009 Carrying 31 December 2008 .
matarity amount Amortized cost  Fair value amount Amortized cost  Fair value
f)';s:,‘;‘t'::,g:‘it::;' which fair value may 53 357 568 23327568 23109959 24 567510 24567510 24929118
Debt securities 23327 568 23327568 23 109959 24567510 24567 510 24920118
- government securities 22724 017 22724 017 22469200 24106711 24 106 711 24 441 325
- other securities 603 551 603 551 640 759 460 799 460 799 487793
- listed on a regulated market 428 328 428 328 452914 406 090 406 090 427983
ket listed on a regulated 175 223 175223 187845 54709 54700 59810
:ﬁ:ﬁr‘i—';““"ial instruments held to 55 307 565 23327568 23109959 24 567510 24567510 24929 118
. - \ 31 December 31 December
Financial instruments held to maturity 2009 2008
Short-term 4353068 4 010 999
Long-term 18 974 500 20556511
23 327 568 24 567 510

Total financial instruments held to maturity
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Carrying amount of debt over 2 over 3 over 4
securities held to maturity uptol over 1 year years and years and years and over 5
{by redemption date) as at year and up fo2 up to 3 up to 4 upte 5 years Total
31 December 2009 years years years years
Debt securities 4 353 068 1 802 886 1127 318 6033 671 1184 515 8826110 23 327568
Government securities 4337402 [ 340323 [ 127 318 6033 671 1184515 8700788 22724017
- fixed rate 4 020 892 1340 323 1127318 6033 671 1184515 8700788 22407507
- floating rate 316510 - - - - - 316510
Qther 15 666 462 563 - - - 125322 603 551
- listed on a regulated market 15 666 407 849 - - - 4813 428 328
- fixed rate 15 666 407 849 - - “ 4813 428 328
- unlisted - 54 714 - - - 120 509 175223
- fixed rate - 54714 - - - 25284 79 998
- floating rate - - - - - 95225 95225
Total 4353 068 1 802 886 1127 318 6 033 671 1184 515 §826 110 23 327 568
Carrying amount of debt aver 2 over3 over 4
securities held fo maturity uptol over 1 year years and years and years and over S
(by redemption date} as at year and up to 2 up fo 3 up to 4 uptos years Total
31 December 2008 years years years years
Debt securities 4010 999 4230 358 1482 249 960 673 5945 876 7937355 24567510
Government securities 3990 801 4221745 1050 261 960 673 5945 876 7937355 24106711
- fixed rate 3466282 3908 579 1050261 960 673 5945876 7937355 23269026
- floating rate 524 519 313 166 - - - - 837 685
Other 20198 8613 431 988 - - - 460 799
- listed on a regulated market 20198 8613 3772719 - - - 406 090
- fixed rate 20 198 8613 377279 - - - 406 090
- unlisted - - 54709 - - - 54 709
- fixed rate - - 54 709 - - - 54 709
Total 4 010 999 4 230 358 1482 249 960 673 5945 876 7937355 24567510
Financial instruments 31 December 2009 31 December 2008
held to maturity PLN EUR LTL Total PLN EUR LTL Total
Debt securities 23 129 298 165 129 33141 23327568 24454531 32521 80458 24567510
Government securities 22616 168 81 548 26301 22724017 24022544 17 446 66721 24 106 711
- fixed rate 22299 658 31 548 26301 22407507 23 184 859 17 446 66721 23 269026
- floating rate 316510 - - 316510 837 685 - - 837 685
Other 513 130 83 581 6 840 603 551 431 987 15075 13 737 460 799
ma:;{l‘ts“’d on a regulated 407 849 13639 6840 428328 377278 15075 13737 406090
- fixed rate 407 849 13 639 6 840 428 328 377278 15075 13 737 406 090
- unlisted 105 281 69 942 - 175223 54709 - - 54 709
- fixed rate 79 998 - - 79 998 54 709 - - 54 709
- fioating rate 25283 69 542 - 95 225 - - - -
Total 23 129 298 165129 33141 23327568 24454531 32521 80 458 24 567 510
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13.2 Financial instruments available for sale
31 December 2009 31 December 2008
Financial instruments available for sale ?:;z:,;ltg Amg;'st:zed Fair value C;E:!ll‘:.‘lfll:tg Amgg:;zed Fair value
Instruments for which fair value may be determined 9926 704 n/a 10025927 11452682 nfa 11452682
Equity instruments 1324 807 nfa 1424030 947 009 n/a 947 00%
- listed on a regulated market 909 525* nfa 1008 748* 579430 n/a 579430
=not listed on & regulated market 415282 nf/a 415282 367 579 nfa 367579
Debt sccurities 2601897 7137188 8601897 10505673 10332880 10505673
- government securities $537465 7071598 8537465 10437822 10266995 10437822
- other securities 64 432 65 590 64 432 67 851 65 885 67 851
- listed on a regulated market 15 067 15137 15 067 15208 15 205 15208
- not listed on & regulated market 49 365 50453 49 365 52 643 50 680 52 643
‘Ii::g::?s:és for which fair value may not be 101 141 n/a n/a 117573 n/a n/a
Equity instruments 101 141 n/a nfa 117 573 nfa nfa
- not listed on a regulated market** 101 141 n/a nfa 117 573 n‘/a nfa
Total 10 027 845 n/a u/a 11570255 n/a n/a

* the item includes shares in a subsidiary not included under consolidation, whose carrying amount equaled PLN 42,952 thousand and the
fair value was PLN 142,175 thousand.

**the item includes shares in controlled entities not included under consolidation, whose carrying amount equaled PLN 98,001 thousand as
at 31 December 2009 (vs. PLN 112,316 thousand as at 31 December 2008).

As at 31 December 2009 and 31 December 2008 the fair value of equity instruments not listed on a regulated
market was not determined as such an approach was regarded as impractical, and due to a substantial margin
of error applicable to such estimates.

Financial instruments available for sale i Dze((]:;;lher ¥ Dze(‘]:(‘;glber

Short-term 1973 688 3929292
Long-term 8 054 157 7 640 963
Total financial instruments available for sale 10 027 845 11 570 255

Equity instruments are classified as long-term unless they are planned to be sold within 12 months from the end
of the reporting period.

Carrying amount of debt over 1 year over 2 over 3 over 4
financiai instruments dunto2 YEAFS and yearsand  yearsand over § Total
available for sale as at 31 "P tolyear andupfo upte3 up to 4 upto s years
December 2009 years years years years
Debt securities 1529834 2344608 2304196 1329110 498 741 595 408 8 601 897
Government securities 1529834 2329541 2304196 1329110 498 741 546 043 8 537 465
- fixed rate 1529834 2122624 2304196 1329110 498 741 423792 8208 297
- floating rate - 206 917 - - - 122 251 329168
Other - 15 067 - - - 49 365 64432
- listed on a regulated . 15 067 } } . _ 15 067
market
- floating rate - 15 067 - - - - 15 067
- unlisted - - - - - 49 365 49363
- floating rate - - - - - 49 365 49 365
Total 1529834 2344608 2304 196 1329 110 498 741 595 408 8 601 897
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Carrying amount of debt over 2 over 3 over 4
financial instruments over 1 year years and yearsand  yearsand over S
available for sale as at 31 uptolyear andupfo2 upto3 up to 4 upto § years Total
December 2008 years years years years
Debt securities 3705843 2105808 1 046 468 596 680 1238135 1812739 10 505 673
Government securities 3703880 2105808 1031 260 596 630 1238135 1762 059 10437 822
- fixed rate 3703 880 2105 808 826 920 596 680 1 238 135 1 640 930 10112353
- floating rate - - 204 340 - - 121129 325469
Other 1963 . 15208 - - 50680 67 851
ma:i( ;sted on a regulated ) ) 15208 } ) i} 15 208
- floating rate - - 15208 - - - 15208
- unlisted 1963 - - - - 50 680 52 643
- fixed rate 1963 - - - - - 1963
- floating rate - - - - - 50 680 50680
Total 3705 843 2 105 808 1 046 468 596 680 1238135 1812739 10 505 673
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Powszechny Zaklad Ubezpieczefi Spotka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

13.3 Financial instruments measured at fair value through profit or loss

As at 31 December 2009 and 31 December 2008, the PZU Group companies were not parties to any contracts
with embedded derivatives, whose nature and the relating risks would not be closely connected with the host

contract.

Financial instruments measured at fair value through profit or loss — classified as such

31 December

31 December

upon inifial recognition 2909 2008
Instruments for which fair value may be determined 5498 886 5407 787
Equity instruments 340009 198 941
- listed on a regulated market 6 887 7399
- not listed on a regulated market 333122 191 542
Debt securities 5158877 5208 846
- government securities 5094 085 5140 079
- ather securities 64 792 68 767
- listed on 2 regulated market 15427 18 087
- not listed on a regulated market 49 365 50 680
Total financial instruments measured at fair value through profit or loss - classified as 5 408 886 5 407 787

such upon initial recoﬁnition

Financial instruments measured at fair value through profit or foss — held for trading

31 December

31 December

2009 2008
Instruments for which fair value may be determined 4714745 4336413
Equity instruments 3001 885 2345318
- listed on a regulated market 1795234 1459 692
- not listed on a regulated market 1206 651 885 626
Debt securities 1699137 1968 164
- government securitics 1649374 1922 626
- other securities 49 763 45 538
- listed on a regulated market 7 683 3613
- not listed on a regulated market 42 080 41 925
Other, including: 13723 22 931
- derivatives 13723 22 931
Total financial instruments mezsured at fair value through profit or loss —~ held for trading 4 714 745 4 336 413
Finanecial instrumests measured st fair value through profit or loss - classified as such 31 December 31 December
upon initial recognition 2009 2008
Short-term 1205 862 18719504
Long-term 4293 024 3535 883
Total financial instruments measured at fair value through profit or loss - classified as 5 498 886 5 407 787

such upon initial recognition

Equity instruments are classified as long-term unless they are planned to be sold within 12 months from the end
of the reporting period or unless they are part of a portfolio of financial assets held for trading.
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Powszechny Zaklad Ubezpieczen Spétka Akcyjna Capital Group

Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

13.4 Loans
31 December 31 December
Loans 2009 2008
Short-term 4406 323 8 058 194
Long-tenin 262226 280 834
Total 4 668 549 8339 028
Carrying amount by maturity date
Loans as at 31 December 2009 wptolyear OV 1 year and ‘;‘:’; 3:‘::‘: Total
up to 2 years years
Debt securities - - - -
Other, including: 4 406 323 33 306 228 920 4 668 549
- reverse repo transactions 345 789 - 345 78¢9
- term deposits with credit institutions 4034 958 33 306 228 920 4297 184
- deposits with ceding undertakings 1542 - - 1542
- loans 24 034 - - 24 034
Total 4 406 323 33 306 228 920 4 668 549
Carrying amount by maturity date
Loans as at 31 December 2008 up to 1 year over 1 year and (::J :g::"ss Total
up to 2 years years

Debt securities - - - -
Other, including: 8 060 078 58 950 220 000 8 339 028
- reverse repo transactions 494 132 - - 494 (32
- term deposits with credit institutions 7550384 58 950 220 000 7829334
- deposits with ceding undertakings 12 347 - - 12 347
- lpans 3215 - - 3215
Total 8 060 078 58 950 220 000 83392028

Both as at 31 December 2009 and 31 December 2008 the fair value of loans did not differ substantially

from their carrying amount.

Loans as at 31 December 2009 PLN USDh EUR LTL UAH Other Total
Debt securities - - - - - -
Other, including: 4529640 15780 68 949 35372 18 808 4 668 549
- reverse repo transactions 345 789 - - - - 345 789
- term deposits with credit institutions 4162 355 15015 68 172 35372 16270 4297 184
- deposits with ceding undertakings - 765 777 - - 1542
- loans 21 4%6 - - - 2538 24 034
Total 4529640 15780 68 949 35372 18 808 4 668 549
Loans as at 31 December 2008 PLN Ush EUR LTL UAH Other Total
Debt securities - - . - - .
Other, including: 7909749 24 524 324 973 44 961 34 814 8339028
- Teverse repo transactions 494 132 - - - - 494 132
- term deposits with credit institutions 7415617 21797 315360 44 961 31599 7 829334
- deposits with ceding undertakings - 2727 9613 - - 12 347
- loans - - - - 3215 3215
Total 7909749 24 524 324973 44 961 34 814 8339 028
14. Receivables, including under insurance contracts
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Receivables, including under insurance contracts — carrying amount 3t Dze;:;;nher 3 Dzeﬂc;glber

Receivables from direct insurance, including: 1 073 599 1153 837
- receivables from policyholders P01 631 1080612
- receivables from insurance intermediaries 51616 26 855
- other receivables 10352 46 370
Receivables from reinsurance 26334 30421
Other receivables 284 045 227 926
Net receivables, including under insurance contracts 1 383 978 1412 184

Both as at 31 December 2009 and 31 December 2008 the fair value of receivables did not differ substantially
from their carrying amount.

Receivables, including under insurance contracts — by contractual maturity 31 Dzeggglher 3 D;g;j:ber
Upto | year 1324 056 1370903
Over 1 year and up to 5 years 48 309 36 141
Over 5 years 11 613 5 140
Receivables, including under insurance contracts — by contractual maturity 1383978 1412184
14.1 Other receivables
Other receivables 31 Dze‘;:g;nber 31 D;(l):;;;nber
Receivables from the State Budget, other than due to income tax 764 31 695
Receivables from Metro Projekt sp. z 0.0. claimed at court 89 831 73 189
Receivables relating to prevention activities 24 593 27 632
Advance payments 2959 3479
Receivables from OFE PZU 8320 2362
Receivables from loss adjusting services 41568 24976
Receivables of Open-Ended Investment Funds managed by TF1 PZU 4593 10 958
Receivables from disposal of securities 93 537 32057
Other 17 880 21578
Other receivables 284 045 227 926

As at 31 December 2009 and 31 December 2008 “Other receivables — other” included receivables
from the Minister of Finance in the total amount of PLN 24,187 thousand due to refund of premium discounts
in comprehensive car and TPL insurance, on the total value of which an impairment loss was recognized.
On 30 December 2003, PZU filed a claim against the State Treasury represented by the Minister of Finance,
inthe District Court in Warsaw, demanding payment of the amount related to refunded discounts.
On 24 February 20035, the case was dismissed.

On 8 July 2005, PZU appealed against the decision. On 8 February 2007, the Court of Appea! reversed
the decision of the District 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 District Court on 28 May 2009. By the date of signing these consolidated financial statements the appeal
had not been examined.

14.2 Receivables due to operating leases
Operating leases concern mainly property lease agreements.
Future minimum receivables from lease payments i D;&:glgnber 3 D;(;:;;nber
Up to 1 year 15178 2851
Over [ year and up to 5 years 19428 6139
Over 5 years 118 -
Future minimum receivables from lease payments 34724 8990
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15. Reinsurers’ share in technical provisions

Reinsurers’ share in technical provisions — property and personal insurance

31 December

31 December

2009 2008

Provision for unecamed premiums 75096 64 590
Provision for unexpired risks - 51
Provisions for claims outstanding, including: 191210 290 662
- for claims reported 156 106 190 623

- for claims incurmed but not reported (IBNR) 19 056 73401

- for claims handling costs 16048 26 638

. Provision for capitalized value of annuity claims 482 007 529 149
Reinsurers’ share in technical provisions (net) 748 313 884 852

Reinsurers’ share in technical provisions - property and perseral insurance

31 December

31 December

2009 2008
Short-term 259293 265 097
Long-term 489 020 619 755
Total 748 313 884 852
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17. Estimated recoveries and recourses

i f 31 December 31 December
Estimated recoveries and recourses 2009 2008
Estimated recourses 79 934 53 054
Estimated recoveries 2396 2011
Estimated subsidies - 1584
Total 82 330 56 649

Estimated recoveries and recourses

31 December

31 December

2009 2008
Short-terin 50 929 32983
Long-term 31401 23 666
Total 82 330 56 649

Estimated recoveries and recourses are classified as long-term if the related cash flows are expected to occur
after more than 12 months from the end of the reporting peried.

18. Deferred tax asset

Changes Changes
recognized  recognized

Changes in deferred tax asset in the year ended Opening in the in the Exchange Total Closing
31 December 2009 balance 1 e . differences changes balance
financial revaluation
profit/loss reserve
Finaneial instruments - (1 940) - - (1940 (1 940)
Real property 22 (1 255) (336) - (1591 (1 569)
Provisions for jubilee bonuses, retirement 332 17 . - 17 349
severance pay etc.
Provision for bonuses and appropriation to the . R
bonus fund 571 (43) (43) 528
Outstanding liabilities to natural persons (under 1 62 ) _ 62 63
personal service contracts, agency contracts etc.)
Qther provisions and accruals 2228 352 - (48) 304 2532
Tax losses to be used in future periods 4225 18299 - - 18299 22524
Provision for PTE’s reimbursement of undue
- : b - - 2443
handling fees to the Sogial Insurance Institution 2346 {103 (103)
Other differences (56) 40 - 03] 39 an
Total deferred tax asset 9 869 15 429 {336) (49) 15 044 24 913
Changes Changes
Changes in deferred tax asset in the year ended Opening reizg:l[_::ed rﬂ;gg:;:ezecl Exchange Total Closing
31 December 2008 balance . \ differences changes balance
financial revaluation
profitloss reserve
Real property - 22 - - 22 22
Deferred acquisition costs refating to OFE PZUJ 7044 (7 044) - - (7 044) -
Provisions for jubilee bonuses, retirement 136 @) . _ @ 332
severance pay etc.
Provision for bonuses and appropriation to the ! ) _ 571
bonus fund 841 (270} (270) 7
Qutstanding liabilities to natural persons (under } 1 B _ 1 1
personal service contracts, agency contracts etc.)
Other provisions and accruals 1374 1011 - (157} 854 2228
Tax losses {o be used in future periods - 4225 - - 4225 4225
Provision for PTE’s reimbursement of undue
- - - 2 54
handling fees to the Social Insurance Institution 2 546 2546 346
Other differences (25) (45 - 14 (31 {56)
Total deferred tax asset 9570 442 - {143) 299 9 869

Deductible temporary differences relating to not consolidated PZU Group companies for which the deferred tax
asset was not recognized amounted to PLN 44,240 thousand as at 31 December 2009 (PLN 11,469 thousand as
at 31 December 2008).
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Unrecognized deferred tax asset (not disclosed in the statement of financial position) 3 Dzeg:]a;nbcr 3 D;;;;nbcr
Resulting from a tax loss in line with the use period specified in applicable regulations

(including): 55 499 155 168
b} over 1 year and up to 5 years - 115 827
d) period not specified in the applicable regulations 55 499 39341
Total 55 499 155 168

As at 31 December 2009 and 31 December 2008, due to establishment of the Tax Capital Group (detailed
information presented in point 49), the deferred tax asset and liability disclosed by PZU and PZU Zycie were

offset.

19. Current income tax receivables

Current income fax receivables

31 December

31 December

2009 2008
Short-term 87 599 334
Long-term - -
Total current income tax receivables 87 59% 334
20, Deferred acquisition costs
Deferred acquisition costs 3t D;‘:E;nber 31 D;gg;n ber
Short-term 404 455 . 374 638
Long-term 76 684 79 560
Total 431 139 454 198
20.1 Deferred acquisition costs — property and personal insurance
Changes in deferred acquisition costs in property and personal insurance II):ET::;:: ;0%19 sg;ﬁgz_o%;
Net value ~ opening balance 368 605 358 531
Deferred acquisition costs 439 503 402 279
Amortization for the period, including; (403 338) {394 798)
- charged to the financial profit/loss (403 838) {394 798)
Other changes 185 2593
- exchange differences 185 2593
Net value — closing balance 404 455 368 605
20.2 Deferred acquisition costs — life insurance
Changes in deferred acquisition costs in life insurance ;:;':::g ;0::]19 I}, é] cﬁsgioﬁ
Net value —- opening balance 85 593 93 699
Deferred acquisition costs - 4693
Amortization for the period, including: (8909) (12 79%)
- charged to the financial profit/loss (8909 (12 7993
76 684 35593

Net valune — closin; balance
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21. Prepayments
31 December 31 December

Prepayments 2009 2008

[T expenses 3338 12 127
Deferred acquisition costs relating to OFE PZU 38154 23 840
Prepayments relating to reinsurance 164 228 98 855
Settlements of payments to the National Health Fund - 119 381
Commissions on prepaid premiums 37 140 30 594
Other 10 084 6 620
Total 252 944 291 417

The item: “Settlements of payments to the National Health Fund” refers to a lump sum fee for the National
Health Fund, which was transferred by PZU in line with Article 43a of the Act on compulsery insurance, the
Insurance Guarantee Fund and the Polish Motor Insurers’ Bureau (Dz. U. No, 124 of 2003, item 1152). The
amount of the fee depended on the gross premium due to compulsory TPL insurance for the owners of motor
vehicles. The obligation to pay the fee expired on 1 January 2009, as the above provision was revoked.

Prepayments

31 December

31 December

2609 2008
Short-term 243 384 2386 852
Long-term 9560 4 565
Total 252 944 291 417
22, Other assets
Other assets 31 D;‘;:ggmber 31 D;(;:g?ber
Inventories, including: 12 099 7028
- materialg 11709 6476
- claim recoveries 390 552
Other assets: 3682 4 695
Total 15 781 11723
Other assets 31 D;‘;:gtgnber 31 D;gg;nber
Short-term 15 781 11723
Long-term - -
Total 15781 11723
Inventories

Inventories (other information)

31 December
2009

31 December
2008

Net book value of inventories (claim recoveries) carried at fair value less costs to sell

390

552

In 2009 and 2008 no impairment losses on inventories were recognized or reversed.

23, Cash and cash equivalents

Structure of cash and cash equivalents disclosed in the balance sheet and in the cash flow

31 December

31 December

statement, including reconciliation 2009 2008

Cash in hand and at bank 361 455 527 066
Other cash 5101 6 140
Total 366 556 533 206

Additional information to the consolidated cash flow statement

The consolidated cash flow statement includes cash of limited disposability concerning:

« Prevention Funds — pursnant to Polish laws and the internal regulations adopted by the PZU Group
companies on their basis, such funds may be used for strictly specified purposes relating to prevention
activities only and provided that full control is exercised over such funds in prevention activities;

+ cash relating to the “Antowyplata” service provided by Bank Pekao SA and consisting in freezing cash
in the bank account up to the amount of claim to be paid out, previously registered in the e-banking system.
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24, Non-current assets held for sale

On 12 January 2009, PZU and PZU Zycie disposed of all 25,000 thousand shares in PTR (each company
disposed of 12,500 thousand shares) with the total carrying amount of PLN 25,588 thousand for the total price
of PLN 40,000 thousand (PLN 20,000 thousand for each company).

25, Issued capital and reserves attributable to equity holders of the parent company

25.1 Share capital

Series/ Number Nominal value Registration Cum dividend

Share type Type of preference Capital coverage

issue of shares of seriesfissue date (as from)
A registered non-preference 60 446 320 60 446 cash 23.01.1997 27.12.1991
B registered non-preference 25905 980 25906 contribution inkind  31.03.1999 01.01.199%
Total number of shares 86 352 300
‘Total share capital 86 352

In 2009 the number of PZU shares did not change. The share capital of PZU has been fully paid-up.

25.1.1.  Shareholders of PZU

As at 31 December 2009
. Percentage of
No Shareholder’s name Series Number \Eljlizlotﬂss—:ss Number of ofhrl;‘g'g;l:::e d votes at the
: of shares in PLN ordinary shares shares Shareholders’
n Meeting
A 17432 118 17432118 17432118 17432118 20,1875%
1 State Treasury
B 25905 980 25905980 25905 980 25 905 980 30,0000%
2 Eureko 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 14,5000%
2 11,9172%
3 Other shareholders A 10 290 742 10:290 742 10 290 742 10290 74 , °
Total 86 352 300 86 352 340 86 352 300 86 352 300 100,0000%
As at 31 December 2008
Percentage of
Tota! paid-up Number
. . Number Number of . votes at the
No. Shareholder’s name Series of shares valu‘e of Ifll\:rares ordinary shares of rt;lglstered Sharchalders’
ink shares Meeting
A 21 663 380 21 663 380 21 663 380 21 663 380 25,0872%
1 State Treasury :
B 25905 980 25905 980 25 905 980 25 905 980 30,0003%
2 Eurcko B.V. A 27739 108 27739 108 27739108 27739 108 32,1232%
3 Other shareholders A 11043 832 11 043 832 11043 832 11 043 832 12,7893%
Total 86 352 300 86 352 300 86 352 300 86 352 300 100,0000%

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

25.1.2.  Dematerialization of PZU shares

On 2 December 2009, the Exiraordinary Shareholders’ Meeting of PZU adopted a resolution
on dematerialization of PZU shares. Subsequently, PZU shares will be registered at the National Depository
for Securities,

By the date of signing these financial statements PZU shares were not registered in the National Depository for
Securities (KDWP).

25.1.3.  Highest-level parent company of PZU

85



Powszechny Zaklad Ubezpieczen Spdtka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

As at 31 December 2009 the State Treasury of the Republic of Poland (the “State Treasury”) held 50.1875%
of PZU shares giving the right to 50.1875% of votes at the Sharcholders’ Meeting. Therefore, there was
no higher-level parent company of PZU drawing up its consolidated financial statements.

25.1.4.

As regards the distributable profit for 2009 and the preceding years, only the profit disclosed in the separate
financial statements of the parent company, drawn up in accordance with the Polish Accounting Standards, is
subject to distribution.

Distribution of profit of the parent comparny

25.1.4.1. Distribution of profit for 2008

Pursuant to resolution ne. 7 of the General 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.

25.1.4.2. Advance dividend for 2009

As a result of the Settlement Agreement described in peint 55.3 of the Additional Information and Explanations,
on 1 October 2009, the Extraordinary Sharecholders’ Meeting adopted a resolution concerning creation
of areserve capital to finance advance dividends 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
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 of PZU adopted a resolution concerning the advance payment
of dividend expected at the end of the 2009 financial year, in which it decided that the total advance dividend
would be PLN 12,749,917 thousand.

The amount included:
. PLN 750,401 thousand of net profit generated in the first half of 2009;
. PLN 11,999,516 thousand from the reserve capital.

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

paid on 26 November 2009.

25.1.4.3. Distribution of profit for 2009

Up to the date of signing the consolidated financial statements the Management Board of PZU has not adopted a
resolution on the proposed distribution of profit for 2009.

25.2 Revaluation reserve
s 31 December 31 December
Revaluation reserve 2009 2008
Revaluation of financial instruments available for sale 323315 138 622
Reclassification of real property from propetty, plant and equipment to investment property 17 655 692
Total 340 970 139 314
Changes in revaluation reserve due to revaluation of financial instruments available 1 January - 31 1 January - 31
for sale December 2009 December 2008
Opening balance 138 622 247024
Changes 184 693 (108 402)
- change in fair value 224 324 (272 900}
- impairment losses 60775 127 530
- sale (100 402) 36 994
- exchange differences 1) (26)
323 315 138 622

Closing balance

26. Exchange differences from translation
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. . - 1 January —31 1 Janvary - 31
Exchange differences from translation — controlled entities Decembez 2009 December 2008
Opening balance (23279 (17954)
Changes relating to subsidiaries (137) (5 325)
Closing balance (23 416) (23 279)

27, Technical provisions

271 Technical provisions — property and personal insurance

Technical provisions - property and personal insurance 31 December

31 December

2009 2008

Provision for unearned premiums 3704128 3945 694
Provision for unexpired risks 37167 74 498
Provisions for claims outstanding 3837211 3776 095
Provision for capitalized value of annuity claims 4 874 653 4528 618
Provisions for benuses and rebates for the insured 4 180 -
Total 12 457 339 12 324 905
Risk type — gross provisions by classes specified in section II of the appendix to the Act 31 December 31 December
on insurance activity 2009 2008
Accident and sickness insurance (class 1 and 2) 317113 318 136
TPL motor insurance {class 10) 8068 194 7787 153
Other motor insurance (class 3) 1506 733 1798 408
Sea, aireraft and transport insurance (classes 4, 5,6, 7) 63 656 73 731
Insurance against fire and other damage to property (classes 8 and 9) 900 672 928 899
TPL insurance (classes 11, 12, 13) 1266 605 1215 681
Credit insurance and suretyship (classes 14, 15) 121 156 78 123
Assistance (class 18) 71458 39 867
Legal protection {class 17) 2002 1731
Other (class 16) 139 750 83176
Total 12 457 339 12 324 905

Risk type — provisions, net of reinsurance, by classes specified in section II of the appendix 31 December

31 December

to the Act on insurance activity 2009 2008

Accident and sickness insurance (class 1 and 2) 318556 320379
TPL. motor insurance {class 10) 7401 141 6966 441
Other motor insurance (class 3) 1524 845 1 805297
Sea, aircraft and transport insurance (classes 4, 5, 6, 7) 53 895 69 813
Insurance against fire and other damage to property {classes 8 and 9) 880293 914 133
TPL insurance (classes 11, 12, 13) 1246414 1207 030
Credit insurance and suretyship (classes 14, 15) 85510 56 710
Assistance (class 18) 71 348 39698
Legal protection (class 17) 2002 1707
Cther (class 16) 125 022 58785
Total 11709 026 11 440 053

31 December

31 December

Technical provisions - property and personal insurance 2009 2008

Short-term 4 185 666 3 549 709
Long-term 8271 673 8775 196
Total 12 457 339 12 324 905

Provisions are classified as long-term if the related cash flows are expected to occur after more than 12 months

from the end of the reporting period.

27.2 Technical provisions — life insurance

31 December

31 December

Technical provisions - life insurance 2009 2008

Provision for unearned premiums 105305 106 391
Life insurance provision 14 582 590 15289 073
Provisions for claims outstanding 619253 546 257
Provisions for bonuses and rebates for the insured 891 1553
Other technical provisiens 698 918 7331 944
Unit-linked reserve 2017 501 1 765 289
Total 18 024 458 18 442 507

87



Powszechny Zaktad Ubezpieczen Spdtka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

. - - 31 Pecember 31 December
Technical provisions — life insurance 2009 2008
Short-term 3871532 3 586 874
Long-term 14 152 926 14 855 633
Total 18 024 458 18 442 507

The balance of technical provisions in life insurance was divided based on the value of discounted cash flows
resulting from life insurance contracts (expected within 12 months after the end of the reporting period
and later).

27.2.1.  Conversion of group employee insurance contracts

Since the beginning of 2002, PZU Zycie has been converting P-type group employee insurance contracts
from those concluded for an unlimited period to those concluded for a limited period. The reduced liability
period results in a decrease in liabilities related to the insurance coverage granted for the converted contracts
and a decrease in the level of own funds required.

27.2.2. Ol life insurance portfolio

In 1992, PZU transferred individual insurance policies (marriage and life} and annuity contracts (the so called
“old portfolio”™) to PZU Zycie.

In the hyperinflationary period of the 1980’s, investment activities of Parfistwowy Zaklad Ubezpieczefi were
limited, as a result of which investment income was below the inflation level. In effect, provisions created
in relation to the old portfolio were not sufficient to cover claims adjusted for inflation. PZU Zycie revalued
partly the old portfolio policies. Claim revaluation programs were implemented with respect to claims paid
from 1996 to 2001 and they are planned for the years to come, Some of the insured whose claims were revalued
started to take legal action against PZU Zycie with the objective to obtain higher claims.

The total value of provisions with respect to the old portfolio is presented below.

31 December 31 December

200% 2008
Life insurance provisions 515 442 529 690
Other technical provisions 248135 228 799
IBNR and RBNP* provision 15 483 19 559
779 060 778 048

Total provisions for the old pertfolio
* - IBNR — Incurred But Not Reported

- RBNP — Repoerted But Not Paid.
PZU Zycie creates a provision for revaluation of claims under individual insurance policies and annuity contracts
taken over from PZU (i.e. the so called “old portfolio™), which may result from future disputes (court cases
and settlements).
The value of the above provision has been determined based on the expected value of additional future claims
resulting from court cases and settlements. The value of such claims has been determined by extrapolating
the historical trends related to claims, estimated on the basis of the number of concluded court cases
and settlements as well as the awarded amounts. If litigation and non-litigation trends or the old portfolic
revaluation program changed substantially in the future, this could have a material impact on the level
of provisions required {o cover the old portfolio liabilities.

28. Investment contracts
. 31 December 31 December

Investment contracts — carrying amount 2009 2008

Investment contracts with guaranteed and fixed terms and conditions 2632054 4964 593
- measured at amortized cost 2631 567 4948 501
- measured at fair value 487 16 092
Unit linked investment contracts 1094 475 1026 528
Total . 3726 529 5991121

Upon initial recognition, unit-linked investment contracts were designated as financial liabilities measured at fair
value through profit or loss.

The fair value of liabilities under investment contracts with guaranteed and fixed terms and conditions
does not differ substantially from the carrying amount.
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Investment contracts (short-term)

31 December

31 Decetnber

2009 2008
Investment contracts with discretionary participation features, including: - -
Investment contracts with guaranteed and fixed terms and conditions 2 506 707 4 847 008
Unit-linked investmeat contracts § 094 475 1 026 528
Total 3601182 5 873 536

As unit-linked contracts may be terminated by customers, they have been classified as short-term liabilities.

The value of short-term investment contracts with guaranteed and fixed terms and conditions has been
determined on the basis of contractual terms. The related long-term liabilities mature within three years.

29. Provisions for employee benefits

Due to the adopted accounting principles and the fact that the PZU Group companies did not separate defined
benefit assets, the carrying amount of defined benefit provisions is equal to the present value of the

corresponding liabilities.

Provislons for employee benefits

31 December

31 December

2009 2008

Post-employment benefits 105253 118 419
- defined benefit plans 105253 118 419

- provisions for retirement severance pay 89998 101 183

- provisions for death benefits 15255 17 236
Other long-term employee benefits 155 693 143 492
- provisions for jubilee bonuses 118 443 134 625

- other 37250 8 867
Total 260 946 261 911

Provisions for employee benefits (by currency)

31 December

31 December

2009 2008

In PLN 260 946 261 911
In foreign currencies - '
Total 260 946 261911
Revenue (expenses) recognized in the income statement and related to provisions 1 January - 31 1 January — 31
for employee benefits December 2009 December 2008
Post-employment benefits 9 509 (9 272)

- defined benefit plans 9 509 (9272

- provisions for retirement severance pay 7577 (9 252)
- provisions for death benefits 1932 (20)

Other long-term employee benefits 2492 (5827

- provisions for jubilee bonuses 2447 (5 373)

- other 45 (454)
Total 12 001 (15 099

. 31 December 31 December
Provisions for employee benefits 2009 2008
Short-term 17353 16 950
Long-term 243 593 244 961
Total 260 946 261 911
29.1 Provisions for retirement severance pay
Change in the balance of provision for retirement severance pay ]l);]:e‘:;':g ;0119 ég;l::;gm%ls
Opening balance 101 183 106 915
Cost disclosed in the income statement (7577 252
Benefits paid : (3 608) (14 984)
89 998 101 183

CIosilg halance
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Revenue and expenses recognized in the income statement and related to provision 1 January-31 1 January — 31

for retirement severance pay December 2009 December 2008

Current service cost {11 536) {6 282)
Interest expenses (1913) {1 828)
Actuarial (gains) and losses recognized in the current period 21026 {1142)
Total revenue and expenses recognized in the income statement and related to provision 7577 9252
for retirement severance including in the following items: { )

pay, including in the following items:

Claims and change in measurement of investment contracts 74 -
Acqguisition costs (2 327) (1 896)
Administrative expenses 8399 (8 851)
Claims 1483 1510
Other operating expenses (52) (15)

Pursuant to the Labor Code, an employee whose employment has been terminated due to retirement or disability
is entitled to a severance pay in cash corresponding to the amount of a one-month pay. Internal regulations
adopted by the PZU Group companies having their registered offices in Poland and subject to consolidation
extend the aforementioned entitlements for employees whose length of service at the PZU Group companies
exceeds 10 years (up to 6 times an employee’s monthly pay, depending on the overall length of service).

292 Provisions for death benefits

1 January - 31 1 January — 31

Change in the balance of provision for death benefits December 2009  December 2008

Opening balance 17 236 17 307
Cost disclosed in the income statement (1932) 20
Benefits paid (49) (£2))

15 255 17 236

Closing balance

1 January — 31 1 January - 31

Revenue and cxpenses recognized in the income statement and related to provision
December 2009 December 2008

for death benefits

Current service cost (1801) (1235)
Interest expenses (284) (281)
Actuarial (gains) and lesses recognized in the current period 4017 1496
Total revenute and expenses recognized in the income statement and related to provision 1932 a0
for death benefits, including In the following items:

Claims and change in measurement of investment contracts 3

Acquisition costs 479 (243)
Administrative expenses §70 (468)
Claims 592 601
Other operating expenses (12) 90

Pursuant to the Labor Code, in case of an employee’s death during the term of the employment contract
or during the period of entitlement to a disability allowance due to sickness, the employee’s family is entitled
to a death benefit paid by the employer and conditional on the length of service at the company, in the amount
of 1 to 6-month pay.

29.3 Key actuaria} assumptions made for calculation of the provision for retirement severance pay
and death benefits

Key actuarial assumptions made for calculation of the provision for retirement

severance pay and death henefits 31 December 2009 31 December 2008

1.0% - 6.0% 1.0% - 5.5%

Discount rates /1

Forecast pay rise rates /1

Mortality rate /2

Employee turnover ratio /3

Disability rate (entitlement to disability pension) /4

0.0% - 4.5%

PLET

applicable for the

company

30% - 60% of

PLET

0.0% - 4.5%
PLET

applicable for the

company

30% - 60% of PLET

/1 For certain PZU Group companies, discount rates at the level of 1.0% are adopted, In such case, the adopted discount rate includes the
forecast pay rise rate (consequently presented at the level of 0.0% in the above table).

/2 The mortality rate adopted at the level specified in the Polish Life Expectancy Tables (PLET) (for both men “and women) published
by the Central Statistical Office.

/3 Employee tumover ratios have been calculated based on ongoing observation of employee turnover. The ratio differs depending
on the employee’s age, length of service and pay. Some PZU Group companies do not take the aforementioned ratio inte account.

4/ The disability rate is adopted as a relevant percentage of the above mortality rate. Some PZU Group companies do not take the
aforementioned rate into account,
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30. Other provisions
Changes in other provisions in the year ended Gpening A~ Closing
31 December 2009 balance Increases  Application  Release balance
Provision for restructuring and reorganization
expenses - 158 763 - - 158 763
Provisions created for potential liabilities relating to
CLSiOR investments 1282 ) ) (366) 916
Provision for disputed claims and potential liabilities
under insurance contracts 131078 1 799 - (107 941) 24936
Provision for the Office of Competition and Consumer
Protection 50384 14 792 - - 65176
Provision for exit costs of the GraphTalk project 17 340 31292 - - 48 632
Provision for the Company’s Social Benefits Fund 21000 - (21 000} - -
Provision for PTE’s reimbursement of undue fees to
the Social Insurance Institution 13399 655 (1196) ) 12 858
Other 1993 1820 - (499) 33
Total 236 476 209 121 {22 196) {108 806) 314 595
Changes in other provisions in the year ended Opening T Closing
31 December 2008 balance Tncreases Application Release balance
Provisions created for potential liabilities refating to
CLSiOR investments 1282 - - - 1282
Provision for disputed claims and potential liabilities
under insurance contracts 123900 7178 . ) 131078
Provision for the Office of Competition and Consumer 50384 _ . - 50 384
Protection
Provision for exit costs of the GraphTalk project - 17340 - - 17 340
Provision for the Company’s Social Benefits Fund 20000 21000 (20 000) - 21 000
Provision for PTE’s reimbursement of undue fees to
the Social Insurance Institution ) 13399 ) B 13339
Other 7352 - (327) (5032 1993
Total other provisions 202 9138 58 917 (20 327) (5 032) 236 476
. 31 December 31 December
Other provisions 2009 2008
Short-term 275 887 69718
Long-term 38708 166 758
Total other provisions ' 314 595 236 476

Provision for restructuring and reorganization expenses

In connection with the planned implementation of the restructuring program for the years 2010-2012 announced
on 29 December 2009, PZU and PZU Zycie created a restructuring provision in the total amount of PLN 158,763
thousand. The provision covers costs relating to the headcount reduction planned for 2010 in the area of finance,
operations, claims handling, customer service and sales. The estimated value of the provision includes the costs
of termination benefits to which employees are entitled under the applicable laws 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-otfs in both companies.

Proceedings conducted by the Office of Competition and Consumer Protection against PZU Zycie

On 1 June 2005, at the request of several petitioners the President of the Office of Competition and Consumer
Protection instituted antimonopoly proceedings on suspicion of abuse by PZU Zycie of its dominant position
inthe market of employee group insurance, which might breach the provisions of Article 8 of the Act
on competition and consumer protection and Article 82 of the Treaty Establishing the European Community.
In the decision of 25 October 2007 concluding the aforementioned proceedings, the President of the Office
of Competition and Consumer Protection imposed a fine of PLN 50,384 thousand on PZU Zycie for hindering
access to the competitors’ offers.

The Management Board of PZU Zycie disagrees both with the findings and legal arguments presented
in the decision. According to the Management Board of PZU Zycie, the decision issued did not take into account
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all the evidence and the legal qualification was incorrect, as a result of which it was assumed wrongly that
the market position of PZU Zycie was dominant.

PZU Zycie appealed against the decision to the Court of Competition and Consumer Protection, presenting 38
substantive and formal charges with respect to the decision issued by the President of the Office of Competition
and Consumer Protection. By the date of signing these consolidated financial statements, no formal decisions
had been taken with respect to the aforementioned case.

Proceedings conducted by the Gffice of Competition and Consumer Protection against PZU

On 30 December 2009, the President of the Office of Competition and Consumer Protection issued 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 final. By the date of signing these financial statements, the appeal had not been examined.

Irrespective of the appeal, as at 31 December 2009, PZU created a provision for the above fine in the amount
of PLN 14,792 thousand.

Provision for the GraphTalk project exit costs at PZU Zycie

The total “Provision for the GraphTalk project exit costs” includes the provision created for the costs of closing
the IT GraphTalk project in the amount of PLN 48,632 thousand (PLN 17,340 thousand as at 31 December
2008).

The aforementioned provision is created on the basis of estimated expenditures required to complete
the GraphTalk project, indicating the risk of non-achievement of the project goals and the expected economic
benefits within the specified deadline, as well as the risk of a substantial increase in the estimated project costs.

Provision for PTE's reimbursement of undue handling fees to the Social Insurance Institution

In a letter received from the Social Insurance Institution PTE PZU was informed of the estimated amount
of premiums overpaid by the Social Insurance Institution to open pension funds for the years 1999-2007, Upon
reimbursement of premiums overpaid, the Social Security Institution will also be entitled to receive the nominal
value of the handling fee charged by the pension society responsible for fund management. In view of the above,
the Management Board of PTE PZU assumed that the conditions for recognition of a provision
for reimbursement of handling fees collected in previous periods with respect to premiums overpaid
by the Social Insurance Institution had been satisfied. The value of the provision has been estimated based
on the information provided by the Social Insurance Institution regarding the estimated premium overpayment
as well as the rate of the handling fee collected by PTE PZU in the years 1999-2007, less the fee reducing
the premiums transferred by the Social Insurance Institution.

The reimbursement date of the handling fees collected may not be determined as by the date of signing these
consolidated financial statements the Social Insurance Institution had not provided all the information required
to calculate the value of the accounting units subject to withdrawal from the individual accounts of OFE PZU
members.

Provisions for disputable claims

The PZU Group companies create provisions due to pending litigious proceedings and potential liabilities related
to concluded insurance contracts. In 2009 they carried out a review and adjusted estimated provisions based on
the probability of a court decision disadvantageous for the PZU Group.
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31. Deferred income tax liability
Changes Changes
Changes in deferred tax liability in the year ended Opening recognized recognized in the .
31 December 2009 balance in the financial revaluation Closing balance
profitioss reserve
Financial instruments 21 829 291210 49 170 362 209
Recourse receivables (10 226) 206 - (9 320)
Real property (993) (539) 3683 2156
Deferred acquisition costs 84 371 9979 - 94 350
Deferred acquisition costs relating to OFE PZU (4 672) (3 566) - (8238)
Accrued revenue and reinsurance costs 22916 (2643 - 20273
:tr:wstons for jubilee honuses, retirement severance pay (49 324) 216 - {49 108)
::zlsmn for bonuses and appropriation to the bonus (33 046) 7563 - {25 483)
Provisions for employee vacation (6 346) (470} - (6 816)
Qutstanding liabilities to natural persons (under personal _
service confracts, agency contracts etc.) (25 330) G 71) (33 081)
Other provisions and accruals {13 635) 9522 - (4 113)
Paymenits te the National Health Fund 22 682 (22 632) - -
Prevention Fund 17450 (8 527) - 8923
Equalization and catastrophe provision 96 861 4337 - 101 198
Technical provisions 98921 {13 108) - 85 813
Provision for restructuring and reorganization expenses - (30 165) - (30 165)
Qther differences (16 185) (46 360) - (62 545)
Total 205 273 185 922 52 858 444 053
Changes Changes
Changes in deferred tax liablity in the year ended 31 Opening recognized_ in the  recognized .in the Closing balance
December 2008 balance financial revaluation
profit/loss reserve
Financial instruments 251 057 (203 811) (25 417) 21 829
Recourse receivables (11 662) 1436 - (10 228)
Real property 21824 {22817) - (993)
Deferred acquisition costs 84919 (548} - 84371
Deferred acquisition costs relating to OFE PZU 3190 (7 862) - (4 672)
Accrued revenue and reinsurance costs (1 986) 24 902 - 22916
lggcowsmns for jubilee bonuses, retirement severance pay (52 325) 3001 . (49 324)
?ur::;ision for bonuses and appropriation to the bonus (38 383) 5337 . (33 046)
Provisions for employee vacation (4 075) 2270 - (6 346)
Outstanding liabilities to natural persons (under personal _ 0
service contracts, agency contracts etc.) (18 093) (7237) (25330)
Other provisions and accruals (10 293) (3 342) - (13 635)
Payments to the National Health Fund 9178 13 504 - 22 682
Prevention Fund 27743 (10293) - 17 450
Equalization and catastrophe provision 105 982 (9 121) - 96 861
Technical provisions 51584 47337 - 98 921
- other differences {15 832) (353) - (16 185)
Total deferred tax liability 402 828 (172 138) (25 417) 205 273

Due to establishment of the Tax Capital Group (detailed information presented in point 49), the deferred tax
asset and liability disclosed by PZU and PZU Zycie were offset,

32. Current income tax liabilities

As at 31 December 2009 and 31 December 2008 all current income tax liabilities were short-term.
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33. Other liabilities

31 December 31 December

Liabilities - carrying amount 2009 2008
Liabilities due to reinsurers’ deposits - 56
Liabilities due to direct insurance 371 199 369 757
Liabilities due to reinsurance 26 959 28 809
Liabilities to credit institutions 4 780 108 3013
Other liabilities 795 786 675 526
Total liabilities 5974 052 1082 161

As at 31 December 2009 and 31 December 2008 the fair value of other liabilities did not differ substantially
from their carrying amount.

Liabilities to credit institutions include mainly liabilities due to sell-buy-back transactions entered into
with the objective to finance the advance dividend payment described in point 25.1.4.2. Key information
on the aforementioned transaction has been presented in the table below.

Debt Fair value
. Qutstanding . of collateral
Creditor Currency asat 31 December amount Maturity as at 31 December Collateral
2009
2009
Bank Gospodarstwa .
Krajowego PLN 3593295 3637452 22 April 2010 4070034 Treasury bonds
Bank Gospodarstwa : :
Krajowego PLN 174 247 176388 22 April 2010 194 567 Treasury bills
Bank Handlowy .
w Warszawie SA PLN 980 625 992981 22 April 2010 1067 010 Treasury bonds
Total 4748 167 4 806 821 5331611

31 December

31 December

Liabilities by contractnal maturity 2009 2008
Up to 3 months 1188139 1 008 325
Over 3 months and up to 1 year 4776374 44 8535
Over 1 year and up fo 5 years 4 826 22 399
Over S years 4713 6582
Total liabilities by contractual maturity 5 974 052 1032 161
Liabilities due to direct insurance 31 D;‘ch;nber 3 D;;Deénber

Liabilities to policyholders 263 797 241 332
Liabilities to insurance intermediaries 77987 77 191
Other insurance liabilities 29 415 51234
Total liabilities due to direct insurance 371192 369 757

31 December

31 December

Liabilities due to reinsurance 2009 2008
Liabilities due to inward reinsurance 365 2918
Liabilities due to outward reinsurance 26 594 25891
Total liahilities due to reinsurance 26 959 28 809
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R 31 December 31 December

Other liabilities 2009 2008
Liabilities to the State Budget, other than corporate income tax (CIT) 23288 27317
Regulatory liabilities — to the Social Insurance Institution, PFRON, the Company’s Social 45900 37037
Benefits Fund etc.

Due to IT services and hardware supplies 6 836 11217
To employees 2789 3821
Insurance Guarantee Fund 4118 4724
Due to acquired securities 436 533 321255
Investment fund liabilities 40719 42271
Liabilities due to loss adjusting services 30941 14 765
Liabilities fo the National Health Fund - 33416
Liabilities due to CEPiK 1815 2012
Estimated non-insurance liabilities 145 321 97559
Other 58226 80 132
Other total liabilities 795 786 675 526

Operating lease liabilities
The majority of operating lease liabilities result from rental of retail and office space. The above agreements

have typically been concluded for an unlimited period and with the possibility of termination, and the majority
of agreements concluded for a limited period may be renewed. The current policy provides for agreements

concluded for a limited period of 5 years.

Liabilities due to minimum operating lease payments

31 December

31 December

2009 2008
Upto 1 year 36966 29 608
Over 1 year and up to 5 years 84257 46 272
Over 5 years 13 052 22
Total liabilities due to minimum operating lease payments 134 275 75 902
pare 31 December 31 December
Liabilities due to minimum finance lease payments 2009 2008
Upto | year - 4032
Over 1 year and up to 5 years - 8207
Over 5 years - -
‘Total liabilities due to minimum finance lease payments - 12 239
1 January - 1 January —
Operating lease paymentis disclosed in the income statement for the period 31 December 31 DPecember
2009 2008
Minimum operating lease payments 57 664 62 669
Sublease payments - 2 505
Total 57 664 65 174
34, Accruals and deferred income
. 31 December 31 December
Accruals and deferred income 2009 2008
Accrued expenses, including: 464 126 391 400
- long-term 1920 285
- accrued costs of agency commissions 1920 285
- short-term 462 206 391 115
- accrued costs of agency commissions 172 894 104 983
- accrued payroll costs 94 916 86393
- Bonus Fund 1814 888
- accrued costs of consulting services 105 .
- accrued costs and revenue from reinsurance 74 847 66 860
- remuneration of intermediaries in companies 19 523 18404
- provision for paid vacation 38633 37240
- acerued employee bonuses 50966 69 213
- other 8 508 7134
Defetred income, including: 236643 261173
- long-term 168 1327
- commission fee relating to “Ziota Jesien” insurance 79 1327
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- other 89 -
- short-term 236475 259 846
- deferred reinsurance commission 4 061 9662
- prepaid premiums 232414 250 163
- other - 21
Total accruals and deferred income 700 769 652 573
35, Gross written premiums
1 January— 1 January —-
Gross written premiums 31 December 31 December
2009 2008
Gross written premiums — property and personal insurance 8021 895 8432594
In direct insurance 7 966 464 8418 050
In indirect insurance 35431 14 944
Gross written premiums — life insurance 6340822 6130153
Individual premiums 2288920 2349 127
In direct insurance 2288920 2349 127
In indirect insurance - -
Group insurance premiums 4051 902 3781 026
In direct insurance 4051902 3781 026
In indirect insurance e -
Gross written premiums 14 362 717 14 563 147
In 2009 and 2008, PZU Zycie did not carry out activities involving inward reinsurance.
Gross written premiums in direct property and personal insurance (by classes specified 311'}];;‘;?;{; 311"';:;13’;_
in section I of the appendix to the Act on insurance activity) 2009 2008
Accident and sickness insurance (class 1 and 2) 503 242 507 062
TPIL. motor insurance (class 10} 2699655 2925 409
Other motor insurance {class 3) 2266 895 2701237
Sea, aircraft and transport insurance (classes 4, 5, 6, 7) 45 346 50 136
Insurance against fire and other damage to property (classes 8, 9) 1597276 F 559989
TPL insurance (classes 11, 12, 13) 476 883 430916
Credit insurance and surety ship (classes 14, 15) 67 959 60924
Assistance (class 18) 148 783 93 948
Legal protection (class 17) 800 1424
Other (class 16) 159 625 87005
Gross written premiums in direct property and personal insurance (by classes specified
in section II of the appendix to the Act on insurance activity) 7966 464 8 418 050
. . R . . 1 January — 1 January —
Gross written premiums in indirect property and personal insurance (by classes specified 31 December 31 December
in sectfion II of the appendix to the Act on insurance activity) 2009 2008
Accident and sickness insurance {class 1 and 2) 327 142
TPL motor insurance (class 10) 43 87
Othet motor insurance (class 3) - -
Sea, aircraft and transport insurance (classes 4, 5, 6, 7) 2 665 2295
Insurance against fire and other damage to property (classes 8, 9) 40 961 6047
TPL. insurance {classes 11, 12, 13) 4946 4534
Credit insurance and surety ship (classes 14, 15) - -
Assistance (class 18) - -
Legal protection (class 17) - -
Other (class 16} 6489 1839
Gross written premivms-in indirect property and personal insurance (by classes specified 55 431 14 944
in section I of the appendix to the Act on insurance activity)
36. Revenue from commissions and fees
1 January - 1 January -
Revenue from commissions and fees 31 December 31 December
2009 2008
Pension insurance ) 309 702 291 829
Comimission on handling fees 156 380 190 308
Commission on asset management for open pension fund 113 296 101 507
Commission on transfer payments 26 14
Investment contracts 10 374 21794
Revenue from unit-linked investment contract fees 10374 21794
Other 20 300 24 399
Revenue and payments received from funds and investmenit fund management companies 20 800 24 399
Total revenue from commissions and fees 340 876 338 022
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Commission on handling fees

PTE PZU charges a handling fee on premiums transferred by the Social Insurance Institution to OFE PZU
in the amount specified in the Articles of Association of OFE PZU and in line with the limits stipulated
in the Act on Pension Funds.

The handling fee is recognized as revenue of PTE PZU in the month in which OFE PZU received the premium
due.

Commission on asset management for open pension Sund

PTE PZU charges a fee specified in the Articles of Association of OFE PZU for managing OFE PZU,

in accordance with the limits specified in the Act on Pension Funds and conditional on the net value of assets

under management.

37, Net investment income
1 January - 1 January —
Net investment income 31 December 31 December
2009 2008
Interest income, including: 2273225 2230345
- financial assets available for sale 622 816 522 981
- financiaj assets held to maturity 1458 299 1411 387
- loans 189 066 292 275
- receivables, including under insurance contracts - 25
- cash and cash equivalents 3044 3677
Dividend income, including: 79290 135 814
- financial assets held for trading 48 601 93 325
- financial assets available for sale 30 689 42 489
Income from property investments 22678 15 464
Exchange differences, including: 14 609 54 961
- loans 26 501 45 777
- receivables, including under insurance contracts (11781) 8 098
- cash and cash equivalents 11y 1086
Cther, including: (26 418) (24 829)
- costs of investing activities {14 741) (17438)
- investment property maintenance costs (11677) (7390)
Total net investment income 2 363 384 2411 755
38. Net profit/loss on realization and impairment loss on investments
1 January — 1 Januvary -
Net profit/loss on realization zad impairment loss on investments 31 December 31 December
2009 2008
Net profitlloss on realization of investments 353 480 {628 483)
Financial assets measured af fair value through profit or loss — classified as such upon initial 39377 18 381
recognition, including:
- equity instruments 348 312
- debt securities 39029 18 069
Financial assets held for trading, including; 259 260 (627 028)
- equity instruments 254 007 (599 306)
- debt securities 8042 13 803
- other (2 789) (41 523)
Financial assets available for sale, including; 74 987 (12174)
- equity instruments 63 089 70 519
- debt securities 11 898 (82697)
Financial assets held to maturity, including: 17 315 (191)
- debt securities held to maturity 17 315 (191)
Loans 17 862 54 259
Receivables, including under insurance contracts (55321) (61730}
Impairment losses (92 170) {227 412)
Financial assets available for sale, including; {74 973) (179 441)
- equity instruments (74 973) (179 441)
Loans 1 1
Receivables, including under insurance contracts {17 198) {47972}
Total net profitloss on realization and impairment loss on investments 261 310 {855 895)
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39, Net change in the fair value of assets and liabilities measured at fair value
1 January — 1 January -
Net change in the fair value of assets and labilities measured to fair value 31 December 31 December
2009 2008
Financial instruments measured at fair value through profit or loss — classified as such upon
initial recognition, including; P 306925 235 163
- equity instruments 55 768 (127 963)
- debt securities 251157 363 126
Financial instruments held for trading, including: 506 870 (1 195255)
- equity instruments 433 254 (1307 614)
- debt securities 73 887 161 636
- derivatives 1494 {42 103)
- financial liabilities (1 765) (7 174)
Investment property 30512 (15 870)
Net change in the fair value of assets and liabilities measured to fair value 844 307 (975 962)
40. Other operating revenue
1 January — 1 January —
Other operating revenue 31 December 31 December
2009 2048
Commission on loss adjusting services 6024 5075
Provisicns released 109217 12 809
Released impairment losses on non-financial assets 13 561 -
Disposal of property, plant and equipment and property, plant and equipment under construction 2583 4710
Recharged expenses 4 657 3547
Reinsurers’ commissions and share in reinsurers’ profit 50213 86 805
Revenue from disposal of units managed by TFI PZU 1826 3512
Payments from funds (additional IKE benefits) 11 149 12256
Revenue from claims settlement fees 5988 9 690
Other 54 848 53 862
Total other operating revenue 260 066 192 266
41, Insurance claims
Insurance claims 1 January — 31 1 January - 31
December 2009°  December 2008
Claims and change in technical provisions - property and personal insurance 5 676 629 5 096 289
Reinsurers’ share in claims and change in technical provisions - property and personal insurance (33 893) 88 827
Claims and changg in technical provisions - life insurance 3793 545 3 406 941
Reinsurers’ share in ¢laims and change in technical provisions - life insurance - -
Total insurance claims 9 436 281 8 592 057
41.1 Property and personal insurance
Claims and change in provisions in property and personal insurance éiiﬁ:g;‘]%lg ]; iiﬁ:g;{]%;
Gross claims and change in provisions in property and personal insurance 5676 629 5096 289
Claims and loss adjustment expenses for the current period 3470912 3200961
Claims and loss adjustment expenses for previous periods 1 823 480 1503 640
Change in provision for claims cutstanding 382237 391 688
Reinsurers’ share in claims and change in provisions in property and personal insurance (33 893) 88 827
Claims and loss adjustment expenses for the current period (57 334) 21981
Claims and loss adjustment expenses for previous periods {124 061) (78 27}
Change in provision for claims outstanding 147 502 144 873
Net claims and change in provisions in property and personal insurance 5642 736 5185116
Claims and loss adjustment expenses for the current period 3413578 3222942
Claims and loss adjustment expenses for previous periods 1699419 1425613
Change in provision for claims outstanding 529 739 536 561
. . . 1 January — 31 1 January - 31
Loss adjustment expenses in property and personal insurance, by type Decembg 2009  December 2008 -
Consumption of materials and energy 8512 7827
External services 124 153 124 491
Taxes and charges 6385 5891
Employee expenses 273 000 275 821
Depreciation of property, plant and equipment 6574 10 684
Amortization of intangible assets 268 3062
Other (by type), including: 66 014 42338
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- awarded costs, interest and fines indemnification claims 64 132 37242
- other 1882 5096
Total loss adjustment expenses in property and personal insurance 484 906 470 114

Change in technical pravisions in property and personal insurance

Change in provision for uncarned
premium in property and personal

1 January - 31 December 2009
reinsurers’

1 January - 31 December 2008
reinsurers’

jnsurance gross share own share gross share own share

Opening balance 3945694 (64 990} 3 880 704 3 862 087 (66 154) 3795933
Increase {decrease) in provisions for

policies concluded in the current year 3486 501 (35413) 3451086 3 800 946 (27 813) 3773133
Increase (decrease) in provisions for

policies concluded In previous years (3 727 724) 26325  (3701399) (3729627) 33380 (3696247)
Exchange differences during the period (343) (1016) (1359) 12 288 {4 403) 7 885
Closing halance 3704 128 {75 026) 3629 032 3 945 694 {64 930) 3 880 704

Change in provision for unexpired risk in

1 Januvary - 31 December 2009

I Janunary - 31 December 2008

. , .
property and personal insurance gross rm;ll.::::rs own share Eross rel:;:::rs’ ewn share
Opening balance 74 498 (51) 74 447 35419 {256) 35163
Increase (decrease} in provisions for

policies concluded in the current year 30528 3 30581 75223 (62) 75 161
Increase (decrease) in provisions for

policies concluded in previous years (67 411) i (67411) (35374) 24 (35133)
Exchange differences during the period (448) {2) (450 (770) 26 (744)
Closing balance 37 167 - 37 167 74 498 (51) 74 447

Change in provisions for claims

1 January - 31 December 2009

1 January - 31 December 2008

outstanding in property and personal reinsurers’ reinsurers’
insurance gross share 7 own share gross share own share
Opening balance, including; 3776 095 (290 662) 3485433 3 824 237 (455 434) 3368 803
- for claims reported 1498 823 (190 623) 1308 200 1374 853 (233 609) 1 141 244
(ﬁaf;’];{“)la'ms incurred but not reported 1651469  (73401) 1578068 1845209  (167674) 1677535
- for loss adjustment expenses 625 803 (26 638) 599 185 604 175 (54 151) 550 024
Paid claims concerning losses incurred in
previous years, including (1714 897) 100 242 (1614 655) (I 408 625) 71433 {1337 192)
- claims paid (1 508 472) 95994 (1412 478) (1237 150) 69 682 (1 167 468)
- loss adjustment ¢xpenses (206 425) 4248 202 177) (171 475) 1751 (169 724)
Increase (decrease} in provisions, including: 1779982 (2 840) 1777142 1355334 92337 1447 671
- losses incurred in the current year 1935074 (27 601) 1907473 1816570 (18 3935) 1798 175
- Josses incurred in the previous years (155 092) 24 761 (130331 (461 236) 110 732 (350 504)
Other changes - 1155 1155 - 3815 3815
Exchange differences during the peried (3989 895 (3074) 5149 (2 813) 2336
Closing balance 3837211 (191210) 3646 001 3776 095 (290 662) 3485433
-for clafms .reported 1472477 (156 106) 1316371 1498 8§23 (190 623) 1 308 200
(1'131;‘51&““3 incurred but not reported 1732090  (19056) 1713034 1651469  (73401) 1578068
- for loss adjustment expenses 632 644 (16 048) 616 596 625 803 (26 638) 599 165

Change in provision for capitalized value

1 January - 31 December 2009

1 January - 31 December 2008

of annuity claims — property and reinsurers’ retnsurers’
personal insurance gross share own share Eross share own share

Opening balance 4528618 (529 149) 3999469 4 083 236 (508 625) 3574611
Paid claims conceming losses incurred in
previous years (146 337) 16 530 (129 807) (154 144) 20 760 (133 384)
Increase {decrease) in provisions for losses
incurred in the previous years 235096 21699 256 795 (82 099) {6 566) (88 663)
Settlement of discount over time - - - 20 416 (2 561) 17 855
Change in technical interest rates . - - - 379 569 (49 699) 329 870
Increase in provisions for losses incurred in
the current year 235 105 - 235105 334 622 - 334 622
Change of assumptions (%) 22171 - 2217
Other changes - 8913 8913 {52 982) 17 542 (35 440)
Closing balance 4 874 653 (482 007) 4 392 646 4 528 618 (529 149) 3999 469

99



Powszechny Zaklad Ubezpieczen Spotka Akcyjna Capital Group
Consolidated financial statements in line with IFRS for the financial year ended 31 December 2009

41.2 Life insurance
1 January — 1 January --
Insurance claims in life insurance 31 December 31 December
2009 2008
Resulting from maturity 289633 374 881
Resulting from claims paid in case of death 2 945 540 2741 461
Resulting from resignation from the insurance contract 303957 316 271
Resulting from disability and entitlement to a disability pension 6704 6175
Resulting from annuity claims 41 820 41 158
Resulting from childbirth 289101 257 821
Resulting from hospital treatment 170419 151 235
" Resulting from a refund of accumulated cash and transfer payments 100 057 127 402
Other 62 656 46 014
Total insurance claims in life insurance 4209 887 4062 418
All claims for 2009 and 2008 related to direct insurance.
1 January - 1 January —
Loss adjustment expenses in life insurance by type 31 December 31 December
2009 2008

Consumption of materials and energy 924 1 566
External services 45474 34372
Taxes and charges 10436 12 741
Employee expenses 71837 68 328
Depreciation of property, plant and equipment 5930 6711
Amortization of intangible assets 266 1105
Other 2870 2213
Total loss adjustment expenses in life insurance 137 797 127 036

Change in technical provisions in life insurance

Change in provisions for urearned

1 January - 31 December 2009

1 January - 31 December 2008

o ’ = y
premium in life insurance Eross rel:;:::rs own share gross ren:}::::rs own share
Opening balance 106 391 - 106 391 71 870 - 71870
Increases 105 305 - 105 305 106 391 - 106 391
Decreases (106 391) - (106 321) (71 870) - (71 870)
Closing balance 105 305 - 105 305 106 391 - 106 391

Change in provision in life insurance -

1 January - 31 December 2009
reinsurers’

1 January - 31 December 2008
reinsurers’

insurance contacts with no DPF gross share own share gross share own share
Opening balance 11 856 020 - 11 856 020 12258 501 - 12 258 501
Net premivms received 1526270 - 1526270 1709219 - 1709219
Technical interest rate for the provisions 370735 - 370735 392 055 - 392 055
Released provisions due fo maturity and
survival, mortality, resignation/redemption (3 260 880) - (3260880) (3086917 - (3086917)
and other forfuitous events
Impact of the sale of new policies and
renegotiation of contracts existing at the 466 282 - 466282 583 162 - 583 162
beginning of the period
Closing balance 10 958 427 - 10958 427 11856 020 - 11 856 020
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Change in provisions in life insurance,
provisions for low interest rates and

1 January - 31 December 2009

I January - 31 December 2008

provisions for revaluation and trials - reinsurers’ reinsurers’
insurance and investment contracts with Bross share own share Bross share own share
DPF
Opening balance 4 147 679 - 4 147 679 4283 487 - 4 283 487
Net premiums received 296 700 - 296 700 204 309 - 204 309
Technical interest rate for the provisions 178 375 - 178 375 174302 - 174 302
Increase in provisions for profit sharing 30 558 - 30558 8 787 - 8787
Released provisions due to maturity and
survival, mortality, resignation/redemption {508 596) - (508 996} (513 405) - {513 405)
and other fortuitous events
Changes in assumptions 93 700 - 93 700 5590 - 5590
- technical interest rates - - - 5590 - 5590
- other 93 700 - 93 700 - - -
- impact of the sale of new policies and
renegotiation of contracts existing at the 65 489 - 65 489 2883 - 2883
beginning of the period
"« exclusion of the provision for unearned
premiums from the mathematical provision ) ) ) (18274) ) (18274)
Closing balance 4 303 505 - 4 303 505 4 147 679 - 4 147 679

Change in provisions in life insurance -

I January - 31 December 2009

1 January - 31 December 2008

unit-linked contracts gross rei:;:::rs’ own share gross rei:;:::rs’ own share
xztpa:;f}‘j of the fund at the beginning of 1765 289 - 1765289 1964985 - 1964985
Increases in the fund due to premiums 351507 - 351507 401 980 - 401 980
Eg;ﬁ:ﬁaﬂii“:;fo‘g’: the fund for risk, (26 491) - (26 491) @7611) - (27611)
Revenue from the fund’s investments 216 389 - 216389 (171 805) - {171 8035)
ﬁﬁﬁmg‘ tehtilﬁ‘“d due to claims, (285 686) - (285686)  (397653) - (397653)
Other decreases (9 401) - (9 401) (8 693) - (8 693)
Other increases 5 894 - 5 894 4 086 - 4086
Net assets of the fund at the end of the 2017 501 . 2017501 1 765 289 . 1765 289

period

Change in provisions in life insurance -

1 January - 31 December 2009

1 January - 31 December 2008

- N 3 L]
other insurance contracts gross rel:::::rs own share gross rel:::::rs own share
Opening balance 20871 - 20871 17738 - 17 738
Change in provisions during the period {404) - {404) 3133 - 3133
Closing balance 20 467 - 20 467 20871 - 20 871

Change in provisions for claims

1 January - 31 December 2009
reinsurers’

1 January - 31 December 2008
reinsurers’

gross share own share oross share own share

RBNP at the beginning of the period 133 452 - 133 452 115187 - 115 187
IBNR at the beginning of the period 412 805 - 412 805 349874 - 349 874
Total RBNP and IBNR at the beginning of 546 257 - 546 257 465 061 . 465 061
the period

gzgrlsmns for claims applied during the (546 257) ) (546 257) (465 061) ; (465 061)
}I:‘r;;;fisions for claims created during the 619 253 i} 619 253 546257 . 546 257
E:r‘f‘; | CBNE and TBNR at the end of the 619 253 - 619253 546 257 . 546 257
RBNP at the end of the period 160 720 - 160 720 133 452 - 133 452
IBNR at the end of the period 458 533 . - 458 533 412 805 . - 412 805
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42, Claims and change in measurement of investment contracts
1 January — I January —
Claims and change in measurement of investment contracts 31 December 31 December
2009 2008
Resulting from investment contracts with discretionary participation features - -
Resulting from investment contracts with guaranteed and fixed terms and conditions 164 466 156 893
- interest expenses included in the effective interest rate 163 782 156 386
- embedded options 684 507
Resulting from unit-linked investment contracts 110 591 (402 398)
Total claims and chage in measurement of invesiment coniracts 275 457 (245 505)
43, Acquisition costs
1 January — I January —
Acquisition costs in property and personal insurance, by type 31 December 31 December
2009 2008
Consumption of materials and energy 10943 15010
External services 12 858 84387
Taxes and charges 1282 893
Employee expenses 357 686 344 837
Depreciation of property, plant and equipment 833 2240
Amoriization of intangible assets 69 4
Other (by type), including: 983 125 897431
- direct business commission 979 201 860 856
- advertisement 20 162 36740
- change in capitalized acquisition costs (42 973) (8014)
- indirect business commission 23 789 2579
- other 2946 5270
Total acquisition costs in property and personal insurance 1366 796 1268 902
1 January — I January —
Acquisition costs in life insurance by type 31 December 31 December
. 2009 2008
Consumption of materials and energy 3070 4628
External services 21359 11107
Taxes and charges 612 444
Employee expenses 142 926 137 539
Depreciation of property, plant and equipment 7629 8797
Amortization of intangible assets 275 2319
Other (by type), including: 239656 190 333
- direct business commission 206 252 164 568
- advertisement 16112 10 668
- change in capitalized acquisition costs 8909 8106
- other 8383 6991
Totzal acquisition costs in life insurance 415 527 355 167
1 January - 1 January —
Acquisition costs in pension insurance by type 31 December 31 December
2009 2008
Consumption of materials and energy - -
External services 949 767
Taxes and charges - -
Employee expenses 48103 38998
Depreciation of property, plant and equipment - -
Amortization of intangible assets - -
Other 8230 4189
Total acquisition cests in pension insurance 57282 43 954
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44, Administrative expenses
1 January — I January —
Administrative expenses in property and personal insurance by type 31 December 31 December
2009 2008

Consumption of materials and energy 51962 43 942
Extemnal services 286918 281 675
Taxes and charges 17950 17 226
Employee expenses 519 109 537 070
Depreciation of property, plant and equipment 80020 94 464
Amortization of intangible assets 17 163 10 375
Other (by type), including: 92015 50 791
- advertisement 38599 21 727
- other 53416 29 064
Total administrative expenses in property and personal insurance 1065 137 1035 543

1 January — I January --

Administrative expenses in life insurance by type 31 December 31 December

2002 2008

Consumption of materials and energy 18 695 zm
External services 116 051 143 331
Taxes and charges 4325 4 855
Employee expenses 195 208 191 632
Depreciation of property, plant and equipment 25576 26 152
Amortization of intangible assets 23696 26 346
Remuneration of persons servicing group insurance at companies 210 967 200 901
Other (by type), including: 42 008 27 014
- advertisement 23 167 17 390
- other 18 841 9624
Total administrative expenses in life insurance 636 536 643 942

Administrative expenses include also costs of insurance activity, not classified as acquisition costs, related to
collected premium, management of the portfolio of insurance contracts, reinsurance contracts and other related
to the operations of the insurance companies of the PZU Group as specified in their articles of association.

1 January - 1 January —

Administrative expenses in pension insurance by type 31 December 31 December
2009 2008

Consumption of materials and energy 1504 2082
External services 92060 8524
Taxes and charges 53297 39 594
Employee expenses 27391 27 542
Depreciation of property, plant and equipment 2486 3709
Amortization of intangible assets 555 52
Other 12 775 13 858
Total administrative expenses in pension insurance 107 208 95 361

“Taxes and charges” in administrative expenses of pension insurance include:

»  Payments for the main and additional part of the Guarantee Fund;
. Payments to the premium/reserve account;

+  Payments to the National Depository for Securities (KDWP) due to all expenses incurred in connection

with processing of transfer paymenits;

»  Payments to the Social Insurance Institution related to costs of premium collection and recovery.

45. Employee expenses
1 January - 1 January -
Employee expenses 31 December 31 December
2009 2008

Payroll 1351134 1322993
Defined contributions plans; including 265 249 261 570
- overheads 195 196 189 259
- third pillar pension insurance, including costs of premium to PPE incurred in the period 70053 69 022
- other - 3289
Benefits related to termination of employment 1190 272
Company's Social Benefits Fund - 21000
Other 27 854 27779
Total employee expenses 1 645 427 1633 614
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As at 31 December 2009, PZU, PZU Zycie and PZU CO had pillar-three pension plans for their employees -
defined contribution plans - paid by the employer in addition to the salary defined in the employment contract,
accounting for 7% of the gross salary. In the case of PZU and PZU CO, the plans are managed by MPTE, PZU

Zycie manages the plan itself.

46. Other operating expenses
. 1 January — 31 1 January — 31
Other operating expenses December 2009 _ December 2008
Costs related to loss adjusting services 192 192
Provisions created 18 636 4 693
Write-downs cn non-financial assets 12264 56 802
Net value_ of sold property, plant and equipment and property, plant and equipment under 878 1266
construction
Default interest, penalties and damages 6407 6302
Donations 10 166 1638
IT Services 7912 11 887
Insurance Guarantee Fund 18362 20171
National Headquarters of the State Fire Service and Volunteer Fire Service Association 30533 27 964
Compulsory payments to the insurance market institutions 52955 57 067
Rechargeable expenses 4 628 3223
Expenses due to preventicn activities 46333 54 170
TFI expenses 11 543 12 175
Employment restructuring expenses 17139 -
Payments to the National Health Fund 119 381 238 556
Operating expenses of investment funds 2 568 16 354
Provision for potential GraphTalk project exit costs 31292 17 340
Provisions for return of undue premium to the Social Security Institution created by PTE 577 13 399
Revaluation write-downs on the value of IT systems 1874 59 444
Financed premiurn 23 870 28 028
Provision for restructuring and reorganization expenses 158 763 -
QOther 17 259 45248
593 582 675 319

Total other operating expenses

“Payments to the National Health Fund” includes the costs of the lump-sum fee to the National Health Fund
{(NFZ) described in point 21,

“Employment restructuring expenses” concern the process of improving the structure of employment at the PZU
and PZU Zycie Head Offices carried out between 20 August and 18 September 2009, pursuant to the agreement
of 5 August 2009 concluded between the Management Boards of PZU and PZU Zycie and the trade unions
operating in the company. The restructuring involved 217 employees at the PZU Head Office and 189 employees
at the PZU Zycie Head Office. Termination conditions offered to the dismissed employees were more favorable
than those provided for by the Act of 13 March 2003 on special principles applicable to termination
of employment contracts for reasons other than through the fault of employees (Dz. U. No. 90 of 2003, item
844).

Information about the provision for restructuring and reorganization expenses may be found in point 30.

47. Financial expenses

Financial expenses concern costs incurred in relation to the transaction specified in point 33 concluded to finance
the advance payment against dividend, described in 25.1.4.2, 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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48. Exchange differences
Exchange differences recognized in the consolidated income statement Il)‘ii'::;:g( 2_9?]19 égﬂi’;‘ig ‘;0%18
Financial assets 26 501 45777
- loans. 26 501 45 777
Receivables, including under insurance contracts (11781 8 081
Reinsurers’ share in technical provisions 3314 {55 262)
Cash and cash equivalents {111) (41}
Technical provisions (1) -
Other liabilities 295 185
Total exchange differences recognized in the consolidated income statement 18 217 (1 260)

The statement does net include exchange differences concerning technical provisions as they cannot be

determined due to the adopted method of calculation of the above provisions.

49, Income tax
Income tax 01.01.2009 - 01.01.2008 -
31.12.2609 31.12.2008
Gross profit (loss) (consolidated) 4 565 811 2931058
CIT rate (or range of rates) for the country of the registered office of the parent (%) 19% 19%
Ingome tax which would be calculated as the product of the gross book profit of the entitics and 867 504 556 901
the CIT rate for the country of the registered office of the parent
Pifferences betchen the income tax calculated above and the income tax recognized in the (64 604) 44 439
income statement:
- tax losses (17 275) {2929
- fines, contractual penalties 6480 8153
- interest 160 26
- dividends (12 846) (13 298)
- measurement of financial assets 34262 2713
- measurement of investment property (3 445) 500
- created/released write-downs on receivables not classified as tax deductible expenses (19 863) 9 857
- other created/ released provisions and write-downs on other assets not classified as tax 20 049 21 991
deductible expenses
- unrealized gains and losses on outward reinsurance (49 589) 2405
- tax on insurance activities in Ukraine 7436 12 167
- amortization/depreciation (5 427) (8 245)
- adjustment of the premium at PZU Zycie (285) 2462
- other tax increase, canceliation, exemption, deduction and reduction (25 159) 8 437
Income tax recognized in the profit or [oss 802 9500 601 340
Deferred income tax disclosed in the profit or loss ll)gcil:::;g ;0:;19 53;?:;3 20:;;
Decrease (increase) due to occurrence and reversal of temporary differences 188 797 {168 354)
Decrease (increase) due to change of tax rates - -
dD_ecrca.se (increase) dye to pn?viously not recognized tax loss, tax exemption or temporary (18 304) (4 226)
ifference of the previous period
Decrease (increase) due to write-off of deferred tax assets or lack of the possibility to use the ; .
deferred tax liability
Total deferred income tax 170 493 (172 580)
Total current and deferred tax ll}if:::;g 50%19 ];;T::; 3 20%}3
1. Recognized in profit or loss, including: 802 900 601 340
- current tax 632 407 773 920
- deferred tax 170 493 (172 580)
2. Recognized in equity, including: 81253 26 949
- current fax - -
- deferred tax 81253 26 949

On 5 September 2008, the Management Board of PZU adopted a resolution concerning establishment of a capital
tax group (PGK) comprising PZU and PZU Zycie. PZU is the parent and represents the Group. The Group has
been established for a three-year period, 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 2000 item 654 with subsequent

amendments), the Group pays taxes on a monthly basis.
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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 a difference in
opinions regarding legal interpretation of these regulations, both among competent authorities as well as between
these authorities and enterprises. Tax and other scttlements (e.g. regarding customs duty or foreign currency
settlements) may be controlled by authorities competent to levy high penalties, and additional liability amounts
assessed during control bear high interest. As a result, the tax risk in Poland, Lithuania and Ukraine exceeds
the level characteristic of countries with better developed tax systems. In Poland tax retumns are subject to control
over a period of five years. Consequently, the amounts presented in these consolidated financial statements may
change at a later date, after they have been finally assessed by tax authorities,

50, Revenue from the exchange of goods and services
In 2009 and 2008, the PZU Group did not recognized any revenue from the exchange of goods and services,

51. Contingent assets and liabilities
. PP 31 December 31 Decemher
Contingent assets and liabilities 2000 2008
Contingent assets, including: 3699 3699
Guarantees and sureties received 3699 3699
Contingent liabilities 1000074 157 77 289
Guarantees and sureties issued 7714 6599
Disputable claims related to insurance 1000 045 496 37 663
Other disputable claims 19 865 32458
Other 1082 569

PZU and PZU Zycie include disputable 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. In the case of such claims concerning revaluation of annuities, PZU Zycie recognizes the claims
under other technical provisions as the annual value of annuities exceeding the corresponding value
of the provision determined as mathematical reserves with respect to life insurance. As at 31 December 2009
the value of disputable claims at PZU Zycie, for the majority of revalued annuities and insurance benefits due to
the oid policy portfolio, was PLN 24,477 thousand (31 December 2008: PLN 27,764 thousand). As regards all
the above claims, it is not possible to determine the extent to which they are covered by the technical provisions.
As at 31 December 2009, there were 8,461 of disputable claims against PZU related to statutory insurance
activity (at the end of 2008: 8,613 claims).

A claim in the suit for indemnification for unpaid claim under additional accident insurance contract
of PLN 1 trillion concerns one natural person. In 2005, a final Jjudgment in the case was issued by courts of two
instances and the claim was dismissed. In 2008 the claim against PZU Zycie was filed again and on 23 March
2009 the court of first instance dismissed the case. The plaintiff appealed against the decision. On 9 July 2009
the appeal was dismissed by the Court of Appeal in Krakéw. On 2 November 2009, a cassation appeal was filed,
The date of the Supreme Court’s sitting as regards the acceptance or refusal to accept the cassation appeal for
examination has been fixed for 9 March 2010. According to the Management Board of PZU Zycie the claim is
groundless as a final judgment has already been issued.

51.1 Potential litigation relating to the continued family insurance portfolio

In 1998, proceedings before the Supreme Court regarding revaluation of the sum insured in continued family
insurance were concluded, as a result of which PZU Zycie was obliged to pay claims exceeding the amount
under the insurance contract. Additionally, in several cases district courts issue similar judgments,

According to PZU Zycie, the insured under individually continued family insurance policies have been entitled
to increase the sum insured. Therefore, any claims regarding revaluation are groundless if the sum insured has
not been increased. If in similar cases courts issue judgments on claims revaluation above the sum insured, it will
have adverse consequences for the Polish insurance system as a whole. If in the future claims are filed or
lawsuits brought by the insured against PZU Zycie regarding continued family insurance, the Company will
firmly oppose revaluation of claims above the sum insured specified in the policy.

Therefore, according to the Management Board of PZU Zycie, there are no reasonable grounds for disclosing
any provisions for potential claims relating to the continued family insurance portfolio in these consolidated
financial statements.
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51.2 Dispute with Universale International GmbH

On 1 June 1998 in Warsaw, Universale International GmbH with its registered office in Vienna (“Universale™)
and BRC Holding SA with its registered office in Warsaw concluded an agreement, subsequently changed by
an annex of 15 June 1999, for construction of the Head Office on PZU (“Agreement™).

PZU Tower is a party to court proceedings brought by Universale concerning an abuse of a bank guarantee.

On 17 September 2003, PZU Tower filed a counterclaim to the Court of Arbitration against Universale
demanding indemnification for improper performance of the Agreement. The value of the subject of the dispute
is PLLN 18,587 thousand.

On 17 January 2008 the Court of Arbitration awarded PZU Tower with PLN 440 thousand as the costs
of removal of defects in the building and demanded that the defects be removed. The Court dismissed the claim
that the bank guarantee was abused and ordered that PZU Tower return to Universale any surplus of the amount
received from the bank guarantee above the costs of removal of the defects.

Universale appealed against the decision to the Court of Arbitration and requested that the decision be reversed.
On 27 March 2008, PZU Tower filed a request to the Regional Court in Warsaw for the appeal of Universale to
be dismissed. On 18 May 2009 the Regional Court in Warsaw dismissed the appeal. Universale appealed against
the decision on 2 July 2009 and demanded that the appeal to the Court of Arbitration be considered. On 3 August
2009 PZU Tower responded to the appeal and requested that it be dismissed in whole.

The Court of Appeal set the date of a court sitting at 24 March 2010,
52, Assets used as security of receivables, liabilities and contingent liabilities

52.1 Financial assets used as security of liabilities

As at 31 December 2009 Treasury bonds, whose fair value amounted to PLN 5,331,611 thousand constituted
collateral of the sell-buy-back transaction described in point 33. As at 31 December 2008 financial assets of the
PZU Group companies did not constitute collateral of any liabilities.

52.2 Financial assets used as collateral for originated loans

As at 31 December 2009 and 31 December 2008, PZU and PZU Zycie were parties to the buy-sell-back
transactions. Detailed information about the amounts in the transactions may be found in point 13 4.

52.3 Property, plant and equipment

As at 31 December 2009 and 31 December 2008, the consolidated companies of the PZU Group had no
property, plant and equipment used as security of liabilities.

53. Related parties

53.1 ‘Transactions concerning PZU

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

As at 31 December 2009 and 31 December 2008, PZU was not a party to any material agreements concluded
with other members of the PZU Group.
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53.2 Remuneration of Management Boards and members of supervisory hoards of the consolidated
companies of the PZU Group with profit sharing and information about advance payments,
loans and borrowings and guarantees granted to members of Management Boards and
Supervisory Boards.

In 2009 and 2008 the consolidated companies in the PZU Group did not grant any loans or any other similar
benefits to members of the Management Boards and Supervisory Boards

53.2.1.  Parent

Remuneration paid to members of the Management Board and Supervisory Board of PZU:

1 January - 1 January -
Item 31 December 31 December
2009 2008
Members of the Management Board 1183 827
Members of the Supervisory Board 343 333

53.2.2.  Other consolidated companies in the PZU Group

Remuneration paid to members of the Management Boards and Supervisory Boards of other consolidated
companies in the PZU Group:

1 January - 1 January -
Item 31 December 31 December
2009 2008
Members of the Management Board 9 655 11352
Members of the Supervisery Board 2771 1778
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As at 31 December 2009 and 31 December 2008, the key item in receivables from other related parties were
receivables from Syta Development Sp. z o. o. in liquidation (“Syta Development”) due to agreements relating to
investments of the Loss Adjustment and Underwriting Centre of PLN 11,291 thousand (31 December 2008: PLN
11,291 thousand), which - because the agreements were not performed as of that dates - were covered with
a revaluation write-down up to the full amount.

53.3.1. Establishing a subsidiary Kappa SA, the sale of the entity to the State Treasury and a borrowing
granted to the company

Kappa SA (Kappa) was established on 12 August 2009. The share capital of the entity amounted to PLN 100
thousand and was divided into 10.000 ordinary registered shares with the nominal value of PLN 10 each. All
shares in Kappa were taken by PZU and appropriate payments were made on 19 August 2009,

On 17 September 2009 PZU sold 9,999 shares in Kappa to the State Treasury for the total amount of PLN 110.5
thousand. The remaining share was sold to the State Treasury for PLN 10 on 22 December 2009.

On 1 October 2009 PZU concluded a borrowing agreement with Kappa for the amount PLN 25,000 thousand.
The purpose of the borrowing was to finance Kappa’s share in the Settlement Agreement, including tax on civil-
law transactions due to contributions in kind made to Kappa, costs of auditing contributions in kind and the
process of contributing assets to Kappa and financing current operations of Kappa.

On 31 December 2009 PZU disbursed a borrowing of 21,145 thousand to Kappa. On 1 October 2009 the State
Treasury, Kappa and PZU concluded an agreement specifying conditions on which PZU and Kappa may request
the State Treasury to increase the share capital of Kappa if the entity defaults under repayment of the borrowing
or its portion.

53.4 Transactions with largest counterparties whose shares are held by the State Treasury

Transactions with 10 largest courterparties of the PZU Group (by gross written premium) whose shares are held by the State
Treasury, in 2009

Counterparty Gross written premium Receivables Liabilities
Counterparty 1* 2293 698 - -
Counterparty 2 14 052 - 1
Counterparty 3 12 615 11707 1
Counterparty 4 9215 20 209
Counterparty 5 7741 5 -
Counterparty 6 7 664 - -
Counterparty 7 1582 - -
Counterparty 8 1305 6 -
Counterparty 9 1246 - -
Counterparty 10 684 - -

* Transactions with Counterparty 1 are mainly the bancassurance transactions which PZU and PZU Zycie carry out for the benefit of their
clients. Since 2009 Counterparty 1 has no longer been a State Treasury controlled entity. Consequently, the status of receivables and
liabilities as at 31 December 2009 was not presented in the table.

Transactions with 10 largest counterparties of the PZU Group (by gross written premium) whose shares are held by the State
Treasury, in 2008

Counterparty Gross written premium Receivables Liabilities
Counterparty 1* 964 930 30708 3493
Counterparty 11* 846277 - -
Counterparty {2 12 637 323 2
Counterparty 6 6673 - -
Counterparty 4 6353 8 103
Counterparty 2 6267 1962 21
Counterparty 13 5296 1132 145
Counterparty 5 5039 604 -
Counterparty 7 1934 693 2
Counterparty 9 1474 684 -

* Transactions with Counterpartics 1 and 11 are mainly the bancassurance transactions which PZU and PZU Zycie carry out for the benefit
of their clients. ’
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54, Employment
The table below presents the average number of employees in the consolidated PZU Group companies.
1 January - 1 January -
Item 31 December 31 December
2009 2008

Management Boards {number of members at the end of the reporting period) 23 25
Management 820 880
Other employees 16 103 16 621
Total 16 946 17 526

S5. Other information

55.1 Composition of the Parent’s Management Board

Compeosition of the Management Board as at 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 October 2009, the consortium comprising Eureko B.V. and Bank Millenium SA dismissed Magdalena
Nawtloka from the position 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.

55.2 Composition of the Parent’s Supervisory Board

Composition of the Supervisory Board of PZU as at 1 January 2009:

. Tomasz Gruszecki Chairman

. Ernst Jansen Vice-Chairman
. Marcin Majeranowski Vice-Chairman
. Joanna Karman Member

. Maciej Bednarkiewicz Member

. Alfred Bie¢ Member

. Michat Nastula Member

«  Gerard van Olphen 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 Scptember 2009 Ernst Jansen, Maciej Bednarkiewicz and Michal 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
Supervisory Board. Waldemar Maj was appointed 2 Member of the Supervisory Board — as an Independent
Expert.
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Composition of the Supervisory Board as at 31 December 2009:

. Tomasz Gruszecki Chairman;

«  Marcin Majeranowski Vice-Chairman;
. Alfred Bie¢ Member;

N Tomasz Przestawski Member;

. Marzena Piszczek Member;

. Marco Vet Member;

. Waldemar Maj Member.

On 5 January 2010, the Ministry of Treasury dismissed Alfred Bie¢ and Tomasz Przestawski from the
Supervisory Board and appointed Piotr Kamifski and Grazyna Piotrowska-Oliwa as Members of the
Supervisory Board.

On 12 January 2010, the consortium comprising Eureko B.V. and Bank Millenium SA dismissed Marco Vet
from the Supervisory Board and appointed Jurgen B. . Stegmann.

Consequently, since 12 January 2010 to the date of signing these financial statements, the Supervisory Board of
PZU comprised:

. Tomasz Gruszecki Chairman,;

»  Marcin Majeranowski Vice-Chairman;
. Marzena Piszczek Member;

+  Waldemar Maj Member;

. Piotr Kaminski Member;

»  Grazyna Piotrowska-Oliwa Member;

«  Jurgen Stegmann Member.

55.3 End of dispute between the State Treasury and Eureko B.V. (“Eureko”)

In October 2002, Eureko instituted arbitration proceedings based on the International Agreement between

the Republic of Poland an the Kingdom of the Netherlands concerning the mutual promotion and protection

of investments concluded on 7 September 1992 (“International Agreement”). Eureko — a Dutch investor - in its
statement of claim indicated that Eureko had no protection of its investments in Poland which it was entitled to
based on the provisions of the International Agreement. Eureko 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.

On 1 October 2009 the State Treasury, Eureko, 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;

+  Eureko waives claims against the State Treasury and PZU, including arbitration claims;

. both parties agree to an Initial Public Offering of shares in PZU (“IPO”) and floating of PZUJ shares;

s Eureko agrees to renounce its rights of a strategic investor at PZU;

+ IPOQ, by admission of shares in PZU to trading on WSE

. Eureko agrees to immediately reduce its interest in PZU to 23%, to 18% after the IPO and finally to less
than 13%,;

«  Eureko undertakes not to carry out any activities in competition with PZU for three years of the date when
the interest of Eureko in PZU falls below 13%;

= Eureko 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 will not acquire shares in PZU in a number which
would cause the 5% threshold to be reached or exceeded;

+  Eureko waives its individual 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 existing agreements
and articles of association;

+  BEureko 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 received:
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. 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 IPQ.

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 25.1.4.2.

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 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 represented
by the Minister of Treasury as well as Eureko took steps to end all other disputes related to privatization of PZJ,

55.4 Changes in the articles of association of PZU

Changes related 1o the reserve capital

On 28 August 2009 the Extraordinary Shareholders’ Meeting of PZU changed the Articles of Association
of PZU and provided for creation of:

. reserve capital to finance the advance payment against dividend,
. reserve capital to finance an increase in the share capital from the Company’s funds.

New wording of the Articles of Association of PZU

The Extraordinary Shareholders’ Meeting of PZU of 2 December 2009 adopted new Articles of Association
of PZU.

The changes were introduced in line with the arrangements concluded in the Settlement Agreement specified in

point 55.3 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.

In view 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.

Changes to the Articles of Association of PZU were approved by the Polish Financial Supervision Authority on
5 February 2010 and registered in the National Court Register on 19 February 2010.

55.5 Project IPO 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,

55.6 Dispute concerning the dividend for 2006

In 2007, PZU received a statement of claim of Eureko against PZU., The case was heard at 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 55.3) and waived all claims The decision is valid.
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55.7 Auditors® remuneration

The below table presents the amounts paid or payable to entities authorized to audit financial statements of PZU
for a given period, increased by VAT and determined on the accrual basis.

1 January - I January -
Type of services 31 December 31 December
2009 2008
Audit of financial statements 1054 700
Other assurance services 1035 211
Tax advisory services - -
Other services 36 110
Total 2128 1021

55.8 Control of the Polish Financial Supervision Authority at PZU

Between 15 June and 13 April 2009, the Polish Financial Supervision Authority controlled the operations and
the financial position of PZU 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 Metor 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 concerning calculation of technical provisions 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 refurn 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.

55.9 Control of the Polish Financial Supervision Authority at PZU Zycie

Between 19 February 2008 and 18 April 2008 PZU Zycie underwent a control by the Polish Financial
Supervision Authority. The control concerned organization and management, changes in the portfolio of life
insurance contracts, technical provisions and applying earlier recommendations concerning changes in some
group insurance contracts and expanding the scope of information contained in some insurance contracts.

In the course of the audit procedures, the audit team pointed out to instances of breaching the provisions of
the Act on insurance activity, the Accounting Act as well as the Civil Code, providing six post-audit
recommendations,

By 31 December 2008, four of the recommendations were applied and the two remaining, upon the consent
of the Polish Financial Supervision Authority, could be applied until 31 December 2009.

In the letter of 29 December 2009 the Polish Financial Supervision Authority concluded that:

. it did not find justification for extending the deadline for implementation of changes with respect to
the general terms and conditions of insurance as requested by PZU Zycie. At the same time, the Polish
Financial Supervision Authority recommended undertaking immediate actions in this respect and requested
information on the manner of implementation of the aforementioned recommendation forthwith, no later
than by 31 March 2010;
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«  the measures applied by PZU Zycie in 2008 may not be regarded as a sufficient basis for assuming that
the recommendation on ensuring compliance of its business activities with one of the provisions of
the Accounting Act had been implemented by PZU Zycie.

In the letter of 13 January 2010, PZIJ Zycie informed the Polish Financial Supervision Authority that
the recommendation concerning changes in the general terms and conditions of insurance was being
implemented and relevant information on its implementation would be submitted by 31 March 2010; the letter
also described the details of the approach applied for the recommendation concerning one of the provisions
of the accounting act.

By the date of preparation of these consolidated financial statements, PZU Zycie had not received a reply from
the Polish Financial Supervision Authority.

Signatures of members of the Management Board of PZU SA:

Andrzej Klesyk Chairman of the Board
(signature}
_ . Member of the e s
Witold Jaworski Management Board .
(signature}
A Member of the = e s
Rafat Stankiewicz Management Board {signature)

Person responsible for preparation of the consolidated financial statements:

Piotr Marczyk Director (signature)

Warsaw, 7 March 2010

The above consolidated 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 prevail.
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